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While it offers the 
privacy of an 
exclusive club, 
our new 
First Class cabin 
still presents 
the widest choice of 
entertainment 
options in the air. 


Each of our twelve 
exclusive SkySuites, 
upholstered in 
soft Connolly leather 
and trimmed 
with burr wood, 
features the world's 
largest inflight 
personal video 
screen at 30cm (14"), 
with the first 
Dolby Headphone 
surround sound 
on any airline. 


At any time you 
choose, you'll be 
served our 
World Gourmet 
Cuisine, created 
by a panel of 
world-renowned 
chefs, accompanied 
by selections 
from our 
wine masters. 


And when it’s time 
to retire, your 
SkySuite reclines to 
a completely 
flat bed, which is 
then draped 
with crisp linen and 
a soft duvet. 


Singapore Airlines. 
Now more than ever, 
a great way to fly. 
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AIRLINES 


wwiwsmgaporeaircom 
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under-capitalized company 
is a blue-chip multinational 
Struggling to get out. Ke 408 
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Just because a company is small today doesn’t mean it will be small 
tomorrow. It’s the size of your idea that counts. That’s why we help 
developing businesses secure financing. We provide support and give you 


access to all our resources. So your big idea can become a giant success. Godman 
(s (i à 
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‘ommunist China's first 50 years, which will 


be celebrated on October ist, include 30 


tragic ones and 20 somewhat better ones. In 
future, China is likely to remain awkward to 
live with, and quite possibly explosive: 
leader, page 15; past, present and future, 
pages 23-25; western views of this exotic 
country, page 99 
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LETTERS 


Burying Clark 





Six--Britain’s class obsession will 
never- cease to amaze me. I have 
-always wondered, for example, 
why The Economist will, given 
+ the first opportunity, always in- 
form. its readers when a French 
public figure attended the Ecole 
Nationale d'Administration. My 
amusement at this disappeared 
on reading Bagehot’s obituary of 
Alan: Clark (September uth). 
Bagehot portrayed Clark as an ec- 
centric; someone who simply did 
‘ not follow the rules and could not 
care less about what people 
thought of his impertinence. In 
:: explaining his survival in politics, 
Bagehot. wrote: “He was funny, 
erudite and wrote divinely. Being 
_tich was no impediment.” 

Unfortunately, Clark was giv- 
en political responsibilities, most 
notably as a junior defence minis- 
ter. His qualifications as a funny 
rich man. should not have en- 
sured a position of political re- 
sponsibility for him. It is people 
like Bagehot who, blinded by his 
social pedigree, allowed him into 
a position from which to do a lot 
of harm to a lot of people. 

Clark died just as thousands of 
people on the other side of the 
world were being killed in East 
Timor. He was once asked if he 
had any qualms about selling 
weapons to Indonesia. He an- 

“swered: “No”, | would have liked 
to ask several hundred thousand 
East Timorese how amusing they 
found Clark to be. I will never be 
able to. They are all dead. 

PERCIVAL MANGLANO 
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Insurance premium 


Sir—Your article on the succes- 
sion plans at both axa and Amer- 
ican International. Group (Face 
value, September 4th) refers to a 
comment made about me and 
AIG attributed to axa chairman, 
Claude Bébéar: “It will be in- 
teresting to see if the company 
survives the man.” 

There are many of aic’s com- 
petitors who would like to dream 
about something like that occur- 
ring, but if I were them, 1 would 
not count on it. Succession at AIG 
is totally planned and has been 
for some time. When the time 
comes, there will be a very 
smooth transition. In the mean- 
time, I am having as much fun as 
I have always had, much to the 
distress of others in the insurance 
industry. 

Maurice GREENBERG 

Chairman 

New York AIG 
ea ist rs jin " 





Panama's performance 


Sir—Your article on Panama's 
new president, Mireya Moscoso, 
(“Awaiting the lady”, August 28th) 
contains factual errors that give 
rise to a biased view of the read- 
iness of the new administration 
and the condition of our econ- 
omy and politics. 

© You say that Panama is “an 
economy already in recession”. 
This is not so: the economy grew 
by 3.1% in the first quarter of 1999 
and 34% in the second, after 
growing 3.9% in 1998. The real 
story here is that Panama’s dollar- 
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ised economy has remained 
strong. This is despite repeated 
shockwaves from Asia and Russia 
that have forced virtually every 
other country in Latin America 
into recession. 

Second, you say that exports 
from the Colon Free Zone have 
fallen sharply because of troubles 
in’ Colombia and Venezuela. 
While this is correct, the brunt of 
this impact occurred in the first 


¿half of this year and has now 


largely run its course. 

Also, you report that the Ar- 
nulfista Party is in a minority in 
the National Assembly. The big 
story during the week after your 
article appeared was the forma- 
tion of a coalition between the 
Arnulfista and six other parties 
that has given the presidents 
party a working majority in the 
legislature. This should allow the 
president to remedy the highly ir- 
regular spate of controversial last- 
minute legislation pushed 
through by the outgoing presi- 
dent, Perez Balladares, aimed at 
“hobbling his successor”. 

RICARDO QUIJANO 
Deputy Finance and 
Panama City Economy Minister 


VANES IIET EE L EEEE RT E = 
Minority opinion 


Sır—You paint a rather flattering 
picture of Max van der Stoel 
(Charlemagne, September th) 
and his performance as the high 
commissioner for national minor- 
ities for the Organisation for Se- 
curity and Co-operation in 
Europe (osce). But the osce suf- 
fers from three biases, common in 
the West, concerning “national 
minorities”. 

First, the osce is unwilling to 
tackle the injustices done to na- 
tional minorities in three western 
countries—Greece, France and 
America—which do not even rec- 
ognise the concept of national mi- 
norities in law. Why, for example, 
does the organisation not pro- 
mote an autonomous status for 
Corsica, Brittany or the Slavic- 
Macedonian region of northern 
Greece? Second, the osce tells 
states such as Estonia and Latvia 
to adopt minority and citizenship 
policies which are uncommon in 
the West, where naturalisation of- 
ten requires language and history 
tests. Until recently, in Germany 
one had. to prove German ances- 
try to have a reasonable chance. 
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Finally, the osce is unwilling - 
to tackle Russia over its minority. 


policies: its second-largest minor 
ity—Ukrainians—still have ni 
collective rights. And the org 
nisation ignores Russian support 
for the ethnic cleansing of 250,000 
Georgians from Abkhazia, and 
support for separatism in Moldo- 
va and Azerbaijan. 
TARAS Kuzio 
Ukraine Centre 
University of 





Video down the line 


Sır--Your article on video-on- 
demand (“Ultimate telly”, Sep- 
tember uth) was a good example 
of how ideas can return to fash- 
ion, and how determining which 
applications will appeal to cus- 
tomers is the paramount skill in 
developing and deploying new 
technologies. It is amusing to note 
that while vop was the original 







North London | 


86. 


motivation behind asymmetric | 


digital subscriber-lines (anst), by — 
1995 it came to be known as the 4 





“killer application” because of its ” 


fatal effect on the careers of those 
associated with it. 

You omitted two key aspects of 
VideoNet's service. First, its re- 
discovered viability is primarily 
because it does not stand alone. 
Sharing infrastructure with the 
user base who want only Internet 
access spreads the capital cost 
and the economics obviously im- 
prove. Although VideoNet is not 
doing it yet, providing users with 
both services makes an attractive 
package if only a small extra 
charge is levied for vop to cus- 
tomers already paying for In- 
ternet access. 

Second, video is a harbinger of 
another real-time service: voice. If 
a provider can reliably deliver 
this sort of video, then a voice 
channel, or many dozen voice 
channels, can sail down a single 
line with ease, with the payment 
of a single fee to British Telecom. 

It will be interesting to see 
whether British Telecom is as en- 
thusiastic about revenues from 
real time services as are its com- 
petitors. These competitors are us- 
ing the unbundled anst service 
to implement cheaply multiple 
telephone calls, thus capturing 
prime telephony revenues. 
Cambridge RUPERT BAINES 
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MODELLING MANAGERS 


LONDON 


BT / 


c. £40,000 + Car 


British Telecommunications Ple is one of the world’s leading providers of telecommunication services, With a market capitalisation in: 
excess of £60 billion, it is one of the largest private sector companies in Europe. An exciting opportunity has now. arisen: for two 
exceptional Managers to join the Analysis and Modelling team. A superb entry point into this market leader, opportunities for career 


development are excellent. 


Market MODELLING IVIANAGER 

o You will take an active role in the development of BT's pricing 
strategy 

a Proactive development of models to assess market share and 
penetration; lateral thinking around ‘what-if’ scenario planning 

u Assist in the implementation of pricing strategy through the 
formulation of new pricing initiatives 

Taree MODELLING MANAGER 

o Manage BT's core pricing obligations and reporting to OFTEL 

a Provide expert advice and- scenario modelling for key BT 
price changes 

a Focus for expertise on latest USA telecoms pricing 


THe PEOPLE 

© Graduate calibre; ambitious and dynamic 

e Highly numerate with excellent modelling skills 

e A track record of success. from within a blue: chip- ple; 
telecoms experience preferable 
Highly analytical; ‘lateral thinking’ approach 
Proven ability to construct and formulate well-constructed 
solutions to diverse and challenging problems 
Customer facing ‘team player’ with strong management 
presence 

“yo 


z 
BT is an equal opportunities employer SeS 


Contact Mick Horgan by email at mick.horgan@bt.com or send written details to 
him at BT Pic, 642A St Giles House, Drury Lane, London, WC2B 5RS 


RECRUITMENT CONSULTANTS GROUP 


2 London Wall Buildings, London Wall, London EC2M 5UX 
Tel: 020-7588 3588 or 020-7588 3576 


Fax: 020 7256 8501 


E-mail: cjz 


Join a rapidly expanding team and work with the best 


SENIOR CONSULTANTS - 


TELECOMMUNICATIONS AND MEDIA 


Holland, Germany, Brussels & UK 


Excellent Package 


EXPANDING DIVISION OF MAJOR PLC WITH A PRESENCE IN 24 COUNTRIES 


Our client is at the leading edge in strategic consulting with over 
150 consultants focused on Strategy, Business Management, Solutions 
and Media. The Consultancy is well-established with a significant 
and growing client base in and outside the EU. On behalf of our 
client we seek a number of highly qualified and motivated 
professionals to join several of the firm's practices, which support 
clients engaged in high-level tasks such as policy formulation, 
strategic planning, regulatory advice and business development. 
Candidates should have outstanding analytical, writing and presentation 
skills and at least three to five years’ of relevant experience relating 


Applications in strict confidence, quoting reference 
$C9229/E will be forwarded to our client in the first 
instance. If there are companies to whom you do not 


to the European telecommunications/media industry in one of the 
following areas of specialisation; business planning and modelling, 
regulation or strategy formulation and execution. Fluency in 
English is required, knowledge of at least one other major European 
language is highly desirable. Successful applicants must demonstrate 
a high tevel of energy and ability and a commitment to delivering 
insightful and practical advice to the firm's clients. In addition, candidates 
must be able to function as a member of a team in a dynamic and 
collegial environment. Candidates are likely to come from a prominent 
consultancy, law firm or operator. 


wish your application to be sent, these should be listed in 
a covering letter addressed to the Security Manager, 
CJRA at the above address. 
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The Independent Television Commission (ITC) is the statutory body responsible for the lic ig and regulation 
of independent television. An increasing emphasis of the ITC's work is on the economic and financial aspects of 
licensing and regulation: intluding the implementation of its competition duties. j 


¢ 


The Economic Regulation Group bas recently relocated to London and is recruiting additional staff, 


Competition and 
| Economic Regulation 
in Independent Television 


Economic Policy Advisor 


The prime objective of this senior post is to provide 
high level advice on competition policy and major 
casework to all Directors, the Chief Executive and 
PPC Members. 

The successful applicant will work ac a wide- 
ranging portfolio with particular emphasis on: 











* the economic aspects of ITC strategy 

* working with competition authorities and regulators 
in related fields, particularly the OFT, DGTV and 
OPTEL, and 
the economic and financial aspects of Government 
broadcasting policy, including proposals for new 
legislation and the implications for the television 
industry and. viewers. 

To succeed you will need to be able to reach assured 

judgements quickly and effectively and possess the 

skills to explain and defend your decisions, 

You should also have at least-7 years’ experience 

in related fields. (Ref: STOI) 








Economic Analyst 


To work in a team providing an effective Economic 
Regulation service to both internal and external 
customers. This will involve relevant research, 
information and economic analyses on allocated projects. 
The post holder will need to have excellent problem 
solving and communication skills as well as the ability 
to provide support and guidance to ITC staff on 
economic analyses techniques and procedures. 
Candidates should possess a minimum of 2 years’ 

post degree experience in an analytical or 


financial role. (Ref: STOR) 


e 


INVESTOR IN PEDOME 





Competition and 
Regulation Manager 


A senior role within the team, assuming 

responsibility for: 

* managing projects involving competition and related 
investigations in commercial television 

* providing professional advice, support and guidance 
to Senior Staff and Members of the ITC, and 

igating and.carrying out economic analyses on 

a wide range of projects. 

The stccessful candidate will need to be a team worker 

with proven analytical and problem solving skills, 

together with high degrees of numeracy and verbal 

reasoning. Ideally. candidates should have considerable 

experience of economic analyses within the broadcasting 

sector, or another regulated industry. (Ref SOZ) 











All candidates should bave a degree in which 
economics and/or quantitative analysis played a 
significant part. The ability to express ideas clearly, 
both verbally and in writing, is essential, as is the 
ability to analyse complex numerical problems and 
find practical solutions, 


The ITC is willing to consider secondments from otber 
organisations, To apply. please write with your CV. 
stating details of your current salary package and 
notice period, quoting the relevant reference number. to: 
Jean Wakefield, Human Resources, ITC, Kings Worthy 
Court, Kings Worthy, Winchester, Hampshire S023 TQA. 
Closing date for applications: Friday 15th October 1999, 
COC OFE.UR 


Independent Television Commission 
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o for a living? 








Better have a good answer. How about: “After University I'm going to 
work at VEBA, Germany's fifth-largest company. They offer great jobs— 
and individually designed career development schemes— in key industries 
like energy and chemicals.” Like to be able to say that about yourself? 
Type in http://career,veba.com to find out how. Or call +49-211-4579-329 
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UNITED NATIONS CENTRE FOR HUMAN 


SETTLEMENTS (HABITAT) @ 


The United Nations Centre for Human Settlements (Habitat) is 
the lead agency for the human settlements development 
‘aetivities of the United Nations, and for the exchange of 
information on- human settlements conditions and trends 


Habitat is completing the process of re-organization which will 

enable it to more effectively spearhead the global 
F- implementation of the Habitat Agenda — the Global Plan of 

-Action adopted at the Second United Nations Conference on 
Human Settlements held in Istanbul, Turkey, in June 1996. 


The filling of the following two posts is subject to the 
approval of the new organizational structure by the 
Secretary-General. 





Deputy Executive Director and Director, Global Division (D-2) 
Vacancy No. NA-99-76 

Duties and Responsibilities include: Representing and 
managing the Centre in the absence of the Executive Director; 
Overall responsibility for the Centre’s global campaigns; 
Supervision of the Shelter Branch, Urban Development Branch, 
and Urban Secretariat. 

Proven capacity to motivate and manage senior staff, and to 
conduct high-level international negotiations is required. 





Director, Programme Support Division (D-1) 

Vacancy No. NA-99-77 

Duties and Responsibilities include: Directing preparation and 
monitoring of the Medium Term Plan, and the biennial Work 
Prograt+mme and Programme Budget; Identifying and 
managing human and financial resources to ensure their 
availability to carry out the Centre’s Work Programme and 
operational activities; Director also heads the Planning and 
Coordination Office and supervises the Resource Mobilization 
and External Affairs Unit. 

‘| Work experience at the city level, with bilateral support 
J| agencies, NGO's/CBO’s and private sector would be 
advantageous. 





< The following details apply to both posts: 
Duty Station; Nairobi 
Entry on Duty: As soon as possible 
Duration: One year (Renewable) 
Qualifications: A higher degree, preferably Ph.D., in a discipline 
related to human settlements; 18 to 20 years relevant 
substantive experience; Fluency in English required; Working 
knowledge of other UN official languages an asset. 
Internationally competitive salaries and benefits at standard UN 
rates will be offered. 
Applications, quoting relevant vacancy notice number, are to be 
sent to: 
Chief, Recruitment Section, Human Resource 
Management Service, 
United Nations Office at Nairobi (UNON), 
P.O. Box 67578, Nairobi, Kenya, 
Facsimile (254) 2 62 4212/2 62 4134 
Deadline for Applications: 3 November 1999 
External applicants are requested to send a detailed c.v. or to 
complete a United Nations Personal History Form (P.11) 
available at UN offices or on the UNCHS web site. 
Replies will be sent to shortlisted candidates only. 
The positions may be filled at one-level below the advertised 
level of the post. 


Preference will be given to equally qualified women candidates. 
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GEORGIA 
CAPITAL MARKETS DEVELOPMENT 


COMMISSIONERS FOR THE NATIONAL SECURITIES 
COMMISSION 


The Government of Georgia, together with the assistance of USAID 
and the World Bank, is interested in procuring the services of two 
experienced securities market regulators to serve as 
Commissioners for the recently established National Securities 
Commission. Georgia's Law on Securities Market, as amended in 
June 1999, envisages the possibility of two expatriate 
Commissioners for periods of one and two years respectively 
among the five person Commission. 


USAID's project in support of Georgia's capital markets 
development began in January 1998 and is expected to continue 
through September 2000. Generally the project covers assistance 
in the following areas: (i) budding the regulatory capability that the 
National Securities Commission would need to oversee its 
markets; (ii) developing a mechanism for securities trading, 
including the institutional and systems development required to 
build a modern stock exchange; (iii) creating and developing a 
depository system; {iv} increasing public awareness and training of 
market participants and regulators. 


The Commissioners shall be required to participate in all formal 
deliberations by the body of five commissioners of the 
Commission which shall include, inter alia, the following matters: 
(a) adoption of essential regulations to implement fully various 
provisions. of the Law on Securities Market, including but not 
limited to, regulations for licensed stock exchanges, depository 
institutions, self-regulatory organizations, issuers of securities, and 
other market participants; (b) the granting or denying of license 
applications submitted by entities or persons regulated directly by 
the Commission; (c) authorization of investigations and inspections 
to determine compliance with applicable laws and regulations; (d) 
initiation and conclusion of enforcement actions, including the 
imposition of administrative sanctions in appropriate instances; (e) 
the referral of egregious breaches of the regulations to Georgian 
criminal authorities for investigation and prosecution; (f) issuance 
of interpretive and policy statements; (g) review and final action on 
proposed rule changes submitted by licensed stock exchanges, 
depository institutions, and self-regulatory organizations; (h) review 
and approval of the Commission’s annual budget along with 
material changes in organizational structure and/or the division of 
responsibilities among various departments; (i) establishing 
essential operational policies; (j) defining the Commission’s role in 
the delivery of training; and (k) the review and approval of the 
examinations administered by the Commission staff to qualify 
individuals for participation in the securities business in a licensed 
capacity. The Commissioners shall also provide technical 
assistance in a mentor capacity to the three Georgian 
commissioners. 


Shortlisted candidates will be required to travel to Georgia for final 
interviews. 


CVs should be sent to the following address and should be 
received by November 5, 1999. 


Ms. Cari Votava (ECSPF) 
Room H6-481 
The World Bank 
1818 H Street NW 
Washington DC 
USA 20433 
Email: cvotava@worldbank.org 
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Y INTERNATIONAL FUND FOR 
AGRICULTURAL DEVELOPMENT (IFAD) 
Via del Serafico No. 107, 00142 Rome, Italy 
Fax: 39 06 5043463 - E-mail: Lmclachlan@ifad.org 


Seeks for 


THE GLOBAL MECHANISM (GM) OF THE UNITED NATIONS 
CONVENTION TO COMBAT DESERTIFICATION (CCD) 


TWO PROGRAMME OFFICERS (P-3/P-4) 


To assist the Managing Director in uplifting the existing financial mechanisms 
and transferring technology to affected Developing Country Parties by 
establishing high level contacts with multilateral and bilateral 
counterparts/collaborators, developing policies, mobilizing funding resources 
and organizing constructive seminars/workshops and consultative meetings. 


Qualifications and Experience: 

Advanced university degree preferably in Economics of Finance. Working 
knowledge of English and either French, Spanish or Arabic. At least five to 
seven years’ work experience related to development finance, with exposure 
to the operations of multilateral and bilateral development and financial 
institutions. Solid experience in development work, particularly in 
programmes related to combating desertification and land degradation. 
Strong communication and negotiations skills with proven ability in team 
work and extensive work experience with international organizations. 


Gross Salary Range: From US$59 386 to US$98 311 per annum, plus post 
adjustment, 


Selected Candidates will be offered appointments at the P-3 or P-4 level 
depending on their qualifications. 


Please apply in duplicate to Personnel Division, International Fund for 
Agricultural Development (IFAD), Via del Serafico 107, 00142 Rome, Italy 
no later than 11 October 1999. 


Fax: 39-06-5043463 E-mail: |.mclachlan@ifad org 
For a full job description please visit web site www ifad.org 


Only shortlisted candidates will receive an acknowledgement 
Applications from women candidates are particularly encouraged 


Excellent salary + bonus + benefits 


if you are looking to develop your career and receive 
exceptional rewards in one of the leading investment houses, 
Norwich Union Investment Management can provide that 
opportunity. We manage over £30 billion stocks and shares 
worldwide, and we are continuing to grow. 


A principal source of information and analysis on the 
European economies, you will play a key role in our ability to 
capitalise upon opportunities within European markets. 


The job entails using a wide range of economic models and 
state of the art techniques to analyse the economies of the UK 
and mainland Europe. You will disseminate your assessments 
to fund managers, providing market overviews and forecasts, 
and conducting specialist research. You will 
frequently meet clients. 


With two relevant degrees and several years’ 
experience as an Economist, you will have particular 
expertise on major European economies. 


NORWICH 
UNION 


No one protects more. 


INSURANCE INVESTMENTS 
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Senior Manager, Foreign Currency Debt 
at the Bank of England 


We are looking to recruit a Senior Manager, with responsibility for 
running the liabilities management side of the UK’s official foreign 
exchange reserves. . 


Working within the Bank’s Foreign Exchange Division, the Senior 
Manager leads a small team which manages UK Government 
borrowing on behalf of HM Treasury. The job includes providing 
advice on debt policy, issuing new debt, the management of existing: 
liabilities and the immediate reinvestment of the proceeds of f 
borrowing. The jobholder also manages the Bank of England’s Euro 
Bill programme, together with the Bank’s provision of euro liquidity to 
the TARGET euro payment system. 


The successful candidate needs to combine the ability to help formulate 
official policy with an enthusiastic approach to dealing with the market... 
Candidates should ideally have post-graduate qualifications -in 
mathematics, econometrics or associated disciplines, experience: in 
international fixed income markets and strong analytical and 
communication skills. It will also be important to have good economic 
literacy and an awareness of policy issues affecting official institutions. 


Salary will be commensurate with qualifications and experience. To 
apply, please send your CV with full salary history, quoting job 
reference FEDQ3/99 to Mrs J M Williams, Personnel Division (BB-3), 
Bank of England, 1&2 Bank Buildings, Princes Street, London EC2R 
SEU. Fax 0171 601 3911. The closing date for applications is 
23 October 1999, 


The Bank is an equal opportunities employer. 


London based 


The ability to meet deadlines and generate original ideas are 
important attributes and you must have influential 
communication skills, both written and verbal. 

The role commands an excellent salary, with benefits that 
include up to 55% bonus, profit share, share option scheme 
and contributory pension. 

Please apply by sending your CV and salary details to: 
Stephanie Walter, Norwich Union Investment Management 
Human Resources, PO Box 150, Sentinel House, 37 Surrey 
Street, Norwich NR1 3UZ. 

Interviews will be held during October. 


Norwich Union is an equal opportunity employer 
and welcomes applications from all sections of the 
community. 


http://www.norwich-union.co.uk 
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economically and environmentally feasible projects. 







Natural Resources and Minerals 
(Ref. No. ADB/99/80 

The African continent has an abundance of natural resources and minerals. 

However, the capital-intensive nature of this sector and the scarcity of 

investment capital and modern technologies continue to inhibit many 

RMCs from developing and exploiting these resources. This sector 

urgently needs capital and foreign investment. 

















Agribusiness and Fisheries 
(Ref. No. ADB/99/81) 
Many African countries offer enormous business opportunities in the 
value-added activities of the agricultural and fisheries sector. Apart from 
catering to the demand of the continent with its 700 million people, 
agribusiness also provides for excellent export opportunities. For many 
African countries this sector represents the foundation of their economy. 
















Financial Services and Capital Markets 
(Ref. No. ADB/99/82) 
Most African countries suffer from inadequate financial intermediation 
and under developed capital markets. The rapid development of the 
financial services industry is a prerequisite for the growth and 
development of the private sector. Of particular importance are the needs 
of small and medium sized enterprises (SMFs). There is also an urgent 
need to expand the presence of specialized financial institutions such as 
venture capital and leasing companies. 















www.afdh.org 





shortlisted candidates will be notified. 


ingoa” Established in 1964, the African Development Bank (ADB) is the premier pan-African development finance institution fostering economic 
growth. and social progress in Africa. The ADB mobilizes resources in and outside Africa and provides financial and technical assistance for development 
projects and programs in Africa. At the continental level, the new vision of the ADB focuses on economic integration: At the country level, there are three broad 
priority themes; agricultural and rural development, human resource development and private sector development. Today, the ADB has a total of 77 member 
states comprising 53 regional (African) and 24 non-regional countries. The ADB is based in Abidjan, Cote d'lvoire. 


; PRIVATE SECTOR PROMOTION IN AFRICA 

Private enterprise plays an increasingly important role in economic development in ADB's regional. member countries (RMCs), In recent years, many RMCs 
‘have adopted policies and implemented programs to encourage and stimulate the development and growth of the private sector. As a result, a conducive business 
environment is emerging across the continent. In response to these developments, the ADB has established a Private Sector Department to undertake private 
sector investment operations in the RMCs and to provide technical assistance and advisory services to improve their business climates. The Private Sector 
Department aims at catalyzing the flow of domestic and external resources to private enterprises in the RMCs to help them implement technically, financially, 


PRIVATE SECTOR DEPARTMENT 
The Private Sector Department is considering expanding its activities and is seeking to recruit senior bankers to fill vacant investment officer positions with 
the objective of deepening its banking skills in the priority sectors mentioned below. Successful candidates will possess considerable experience in their 
respective fields in private business, banking, project finance, privatization/restructuring and investment economics in developing countries, gained from 
previous positions with private financial institutions such as commercial, investment and merchant banks including exposure to development finance 
institutions. Such experience to include a significant exposure to the African continent. The successful candidates will be expected in show independence and 
judgment-in promoting and developing the ADB’s private sector business in their respective fields of expertise and to identify, structure, evaluate, negotiate and 
close private sector deals and technical assistance programs and to supervise and monitor their successful completion. 


General Requirements 
At least a post graduate/Master’s degree or equivalent professional qualification in finance, law, economics, engineering or a combination of these in the 
relevant fields. At least 5 years of relevant professional experience including considerable exposure to business in Africa. Ability to communicate effectively in 
English and/or French as well as excellent writing skills in either language. Proficiency in both languages will be an added advantage. 


The ADB offers an internationally competitive salary and an attractive benefits package. 
Applicants must be nationals of ADB member countries. Information on ADB Membership and the Bank Group can be found on the ADB internet web site at 


Applications with complete Curriculum Vitae in English or French must be sent to the address below by 22/10/1999. Women are encouraged to apply. Only 








































Privatization, Restructuring/Private Participation in Infrastructure 
(Ref. No. ADB/99/83) 
Many. African countries have embarked on aggressive privatization 
programs. Apart from appropriate financial instruments to support their 
implementation, the execution of these programs need technical assistance 
and advisory services. In order to address the chronic shortages of 
infrastructure facilities. RMCs are increasingly encouraging private sector 
investment in infrastructure and public utilities. BOT, BOO and other 
similar financing instruments are increasingly utilized, 















Education, Health and Other Social Sectors 
(Ref. No. ADB/99/84) 

The demand for quality education and health services is rapidly increasing, 

offering good investment opportunities for the private sector. These sectors 

also. offer good opportunities for public/private sector partnership 

initiatives. These initiatives also require considerable support in policy 

formulation. 







Investment Economics 

(Ref. No. ADB/99/85) 
Apart from its investment operations, the Private Sector Department is 
engaged in the provision of advisory services to governments of RMCs in 
creating an enabling business environment and to support capacity 
building. These activities involve research of economic policy and 
regulatory regimes and aim at developing appropriate strategies and 
policies for the ADB in targeting its financial and technical assistance 
operations. 





















Division Manager 
Recruitment and Staff Development Division 


African Development Bank 
01 B.P. 1387 ABIDJAN 01 -COTE D'IVOIRE 





FAX (225) 20.49.43 ADB Homepage: http://www.afdb.org - E-mail: recruit@afdb.org 
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J Save the Children 


Italia 


Save the Children works for children’s rights everywhere. With 
26 Member organisations, working in over 100 countries, Save the 
Children has an annual income of over US $350 million. 


Save the Children Italia was founded to establish a programme 
addressing childran's issues in Italy and to fund overseas activities in 
co-operation with other members of the International Save the 
Children Alliance, 


CHIEF EXECUTIVE OFFICER 

This is an opportunity for an experienced Senior Manager to create 
and lead a small team to establish Save the Children italia as a major 
voluntary organisation in Italy, and a fully contributing Member of this 
dynamic international organisation. 

Working closely with the Board of Save the Children Italia and other 
Alliance Member organisations, the CEO will refine and implement a 
five-year plan, which includes the development of a domestic 
programme strategy. 

A proven understanding of children’s rights and development issues, 
strong management competencies and experience, the ability to think 
Strategically and develop policy, highly developed communication and 
negotiation skills and experience of the NGO environment in Italy, are 
all essential requirements for this role. 

Verbal and written fluency in English and Italian is essential. Salary 
levels will be determined according to experience. 

Closing date for applications: 29 October 1999. 

interviews in Rome: 11 & 12 November 1999. 

For an application pack, please contact Jude Rudolf: 

The international Save the Children Alliance, 275-281 King Street, 
London W6 9LZ. Tel: 00-44 181 237 8006 Fax: 00 44 181 237 8000 Email: 
jude@save-children-alliance.org 


sts) 


( Teaching Opportunities for Experienced Economist 


RNATIONAL 
ETARY FUND 


j al Monetary Fund's IMF Institute provides training on 
‘formulatiorrand implementation of macroeconomic and financial 
-policies:to officials of IMF member countries through courses, 

i and conferences in Washington, at regional training 
merhber countries. The IMF Institute is also 
the economics training of IMF economists. 


iS currently seeking economists with solid academic 
acroeconomics and relevant experience in research, 
and financial institutions, or international organizations. 
Incumbents will have responsibility for teaching and will be expected 
to undertake research on macroeconomic and financial topics. in 
addition, Institute economists may have opportunities to participate in 
the work of other departments of the IMF. 


Candidates shouid have a doctorate or equivalent graduate training 
in economics and at least two years experience as an economist at 
the professional level. Teaching experience in macroeconomics, 
international economics, or tinance would be particularly desirable. 
Candidates must be able to contribute to course development and 
delivery as well as the research activities of the IMF institute, and be 
willing to travel outside the United States to deliver training. Full 
proficiency in English is required, and candidates are expected to 
deliver lectures and produce reports and research papers in English. 
Fluency in Arabic, French, or Spanish will be an added advantage. 
Qualified candidates should also possess strong communications 
and interpersonal skills. 


The IMF offers competitive salaries, relocation allowances, staff and 
family benefits, and a chance to attend academic conferences to 
present research. interested candidates who meet these 
requirements may send their resume or IMF application, by October 
15,1999. Please send only one copy and make explicit reference to 
vacancy RD0014B. Candidates may obtain an IMF application by 
visiting our website at www,imf.org/recruitment. 

Alieu Demba 

INTERNATIONAL MONETARY FUND 

Recruitment Division, IS9-100 

700 19th Street N.W., Washington, DC 20431, USA 
Telefax: (202) 623-7333 

E-mail: recruit @imf.org 
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THE BRITISH INSTITUTE OF INTERNATIONAL j 
AND COMPARATIVE LAW 


DIRECTOR 


The British Institute of International and Comparative Law caries on a 
tradition of studying law on a global rather than merely national basis. Its 
specialist sections cover public international, private international; f 
comparative, Commonwealth and European Community law respectively, 


The Institute publishes the International and Comparative Law 
Quarterly and conducts a full programme of research, training and f. 
consultancy. It now seeks an energetic and imaginative new Director to]. 
lead the organisation into a new phase of development, 


The Director will be responsible for representing the Institute and 
directing its work. This includes devising and implementing a strategic 


development plan, setting the research agenda with the support of the] 


Advisory Board and managing the Institute and its staff. 


Candidates will have a law degree and probably a legal professional f 


qualification, together with a proven professional record in the study or 

practice of transnational law. Expertise in one of the specialist fields of the: 
Institute’s work should be coupled with knowledge of one or more of the 

other fields. Management experience would be a distinct advantage. 

English to mother tongue standard is essential and a working knowledge 

of French, German or other world language is highly desirable, 


The salary range will depend upon age and experience and is likely to 
be at the upper end of the UK academic range. Written applications with 
a full curriculum vitae and the names of three referees should be made in 
confidence to Michael Maunsell, Secretary, BIICL, 17 Russell Square, 
London WCIB SDR: fax (+44)(0)171 323 2016; e-mail: 
BUCL@dial pipex.com, from whom farther information is available. 


Applications should be received by 29 October; first interviews will be- 
conducted in London on 11 November with a further interview for- 
shortlisted candidates on 23 November. 


ifs 


INTERNATIONAL FOUNDATION FOR SCIENCE 


DIRECTOR 


The International Foundation for Science, IFS, is seeking a new Director to lead the organization 
into the 2ist Century, The successful candidate will have, as resource and support, IPS" 
mtemational Board of Trustees, its membership of over 100 scientific academies and research 
councils worldwide: its group of international donors, volunteer scientific advisers: and the F 
Secretariat staff in Stockholm. 


The Director must have a background in the biological and agricultural sciences, experience in 
science administration and financing, aid be well informed of trends in the scientific field in the 
developing world. She or he must have good contacts with the international scientific 
community and have a thorough understanding of the workings of donor organizations as well as 
the ability to relate to a changing international environment. Experience of working in a 
developing country would be an advantage. 


Such a profile is essential for the Director's central role as a skilful and resourceful fundraiser, 
and as an inspirational leader of the IFS Secretariat staff who are qualified experts in their 
respective fields. International travel is part of the job and fluency in English as well as a good 
working knowledge in French are required. 


A committee of the Board of Trustees is guiding the selection process and the successful 
candidates will be interviewed at the [FS Secretariat, 


For more information please visit the IFS website at www.ifs.se or contact: 
Eva Gerson, Head of Finance and Administration 

Telephone number +46 (0)8 545 848 23 

E-mail address eva.gerson( 


Your application with CV, references, and salary requirements should be sent, in confidence 
and labelled “New Director”, to: 

Eva Gerson, Head of Finance and Administration, 

International Foundation for Science, 

Grev Turegatan 19, SE-114 38 Stockholm, 

Sweden. 

It should reach IFS by 12 November 1999. 





The International Foundation for Science (IFS) is a non-governmental organisation registered 
under Swedish law. The organizations mandate is to contribute to the strengthening of capacity 
in developing countries by awarding research grants te voung, developing country scientists, 
werking in developing countries with advanced research projects in the agricultural and 
biological sciences. Currently, IFS supports over 1,000 scientists in 73 countries and has an 
annual budget of USD 5 million, IFS" financing is provided hy governmental agencies, national 
and international organizations, The Secretariat, with a staff af 22, is located in Stockhulm, 
Sweden. English and French are the official IFS languages. 
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If you can’t take a year off 
to do our world-renowned MBA... 


Executive MBA 


Look over the horizon. A whole generation of bright young MBAs is moving up fast. But 
you're more experienced. You have solid achievements behind you and you never had the 
opportunity to take a year or two. off. You should consider our Executive MBA. 


















‘The 


© Specifically designed for international executives, or those on ¢ 4 starting dates per year and a modular format: build the 
their way to becoming global managers, and structured to fit EMBA that fits your schedule. Starting dates for 2000: 
“your schedule. You'll do 19 weeks of out-of-the-office learning, January 16, February 14, July 31 or October 9. 


spread over as little as 16 months, or up to 3 years, depending 
on-your needs, * Features assignments carried out by you on your company. 





Your firmi becomes your “learning laboratory”. While back at 
+ Combining our flagship Program for Executive Development the office you will continue to work with IMD and your fellow 
-awith one of the world’s top-rated MBAs, the EMBA is built participants, using distance-learning technology. 


“around business themes, rather than just functions. 

e This program goes far beyond the functional basics, helping 
* You will go on world discovery expeditions to Shanghai, you develop the most important skill of all — learning how to learn 
-ireland and Silicon Valley, not just to sit in a classroom, but 

to.connect with excellent companies and managers. 

The world is not only getting smailer, it’s turning faster. 

IMD's EMBA may be your last chance to get up to speed. 


IMD! For over 50 yep 
; M3, y le a 
€ glo 





y 
BY 
” Cy. 





“Looking for an MBA with an international touch?... 
For serious learning...double-strength training...go to IMD” 


Forbes MAGAZINE 


INTERSATIONAL 


Real World. Real Learning" 


For full details of the EMBA program, please contact: E. W. Vuichoud 
For information on IMD’s 20 other Executive Development Programs: 
IMD-International Institute for Management Development, Lausanne, Switzerland. 
Tel: +41 21/618 0342 Fax: +41 21/61807 15 Website: http:/Avww.imd.ch E-mail: info@imd.ch 
For more information about our full-time MBA program, contact 
E-mail: mbainfo@imd.ch Tek +41 21/618 02 98 Fax: +41 21/618 06 15 


| ihe. 
| Economist 




























The fireworks to come 


EVER before in the annals of human 

history has so much harm been done to 
so many, with so little remorse. Such has been 
the toll of the past 50 years of Communist 
rule in China, being “celebrated” in Beijing on 
October ist, that even its harshest critics must 
wish the People’s Republic a future better by 
far than its bloody and turbulent past. Plenty 
of communist parties have claimed piles of 
victims among their own people. But as with 
all else in China, from the vastness of its pop- 
ulation to the frightening scale of its envi- 
ronmental problems, it is the sheer number of 
the Chinese Communist Party’s victims that 
stands out: at least 35m dead, let alone the 
countless lives ruined. 

To these unhappy facts about China’s Communist past 
can be added a disturbing certainty about its future: the tur- 
bulence is not over yet. The party bosses taking the salute in 
Tiananmen Square this week are historically ill-suited to 
manage the upheavals to come (see pages 23-25). China may 
stumble on for a time, as it does now, its economy and its 
people increasingly chafing at the restrictions of their Com- 
munist shackles. Or it could take a sudden turn towards plu- 
ralism, even—though presumably only over the dead body of 
the Communist Party—to the liberating force of democracy. 
Or, if the pressures for political, social and economic change 
are mismanaged, China could someday implode, much as the 
Soviet Union did and Russia may now be doing, with venal 
barons fighting over the spoils. 

There is little outsiders can do to shape this future. That is 
a task for the Chinese themselves. But if there is another un- 
comfortable certainty, it is that China will remain for a long 
time a prickly and uneasy place for outsiders to live with and 
do business with. Home to a fifth of humanity, with the 
world’s largest army and an economy that in a decade or so, 
depending on how you measure it, may outstrip even Amer- 
ica’s in sheer size, China is quite simply unoverlookable. Yet 
in all respects but one—its slowly but steadily increasing mil- 
itary muscle—it is China’s handicaps that stand out. 


From middling kingdom... 


Having the world’s largest economy will benefit China little in 
the future if the number of mouths to feed, bodies to clothe 
and hands to employ outstrips economic growth. As party 
bosses have discovered after two decades of catch-up re- 
forms, useful growth even in such a vast economy is not pre- 
ordained. No one would claim that China’s economy has 
reached its natural limits—but its unnatural ones are another 
matter. China may be bumping up against some of the con- 
straints imposed by an ideology that distorts investment and 
stifles enterprise by insisting that great tracts of the economy 
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stay firmly in state hands. 

Only too aware that history is snapping at - 
their heels, the party’s leaders have not only. 
tried to reform China from the inside, but are 
also opening it up in unprecedented fashion 
to the outside world. Unprecedented for Chi- 
na, that is. For centuries its rulers saw their 
Middle Kingdom as the centre of the universe. 
Foreigners had nothing to offer but tribute 
and, later, when self-absorption left China 
weak and divided, trouble. 

All this leaves modern China with a-cul- 
tural superiority complex mixed with a strong — 
sense of political grievance. Indeed, ever since 
it re-emerged from its Maoist seclusion to. | 
claim its rightful place in the world, China has been unhappy: 
with the territorial status quo around it and reluctant to ac- 
cept many of the international rules that it has not helped to 
write. As the unifying power of communist ideology conti- 
nues to wane and the economic going gets tougher, China's 
leaders are likely to rely increasingly on such chip-on- — 
shoulder nationalism to justify their own claim to power. 


...to more popular republic 


Allied to China’s growing military strength, such nationalism 
already periodically threatens East Asia’s fragile stability. Chi- 
na is a long way from matching the military might of Amer- 
ica, though it is modernising its navy and its air force, and is. - 
already an increasingly muscular regional power. In recent 
months it has again been making menacing noises at inde- 
pendent-minded Taiwan, which it claims as a renegade prov- 
ince. It doggedly pursues its claim to vast tracts of the South 
China Sea, snatching an islet here and a reef there, agreeing to 
talk over its differences with the other (much nearer) clai- 
mants only for as long as it takes to digest one catch and move 
on to the next. Meanwhile, despite promises to desist, China’s 
state enterprises are among the chief armourers of some of the 
world’s more dubious regimes, peddling nuclear, chemical 
and missile technology. 

China’s Communist leaders want their People’s Republic 
to be accorded the respect due to any big power. There is 
nothing sinister in that. Indeed the outside world should wel- 
come a stronger China, if only because a weak and insecure 
one would bring nothing but trouble. But being a power in 
the world also brings with it responsibilities that today’s Chi- 
na is still loth to accept. 

China has joined East Asia’s regional talking-shops, but 
only, it often seems, to prevent them attending to the region’s 
real security problems, such as the tension between China 
and Taiwan and the clashes in the South China Sea. It is a 
member of the United Nations Security Council, but plays lit- 
tle real part in its debates, except to protect its own narrowly 
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‘role in America’s efforts to end North Korea’s nuclear ambi- 
tions, but only after blocking moves to hold North Korea ac- 
countable before the Security Council for its flagrant dis- 
regard of its ica Sigh promises. 





The bidding for NatWest 


A takeover of National Westminster Bank, and further contests in British 
< banking, should be welcomed 


HE appeal of the little guy is enduring. In the current bid- 

ding war for one of Britain’s biggest banks, National West- 
minster, there is precious little sympathy for the target, and 
plenty of admiration for its smaller would-be buyers. That the 
two most prominent are Bank of Scotland, which opened the 
auction, and Royal Bank of Scotland adds extra piquancy. 
The London financial establishment has long looked down 
on its Edinburgh cousins—an attitude epitomised in the dis- 
missive comment by Sir David Rowland, chairman of Nat- 
West, that there was a big difference between running a cor- 
ner shop and running theTesco supermarket chain. 

Beyond such not-so-friendly rivalry lie three broader con- 
clusions. The first is that Bank of Scotland’s bid will trigger a 
fresh wave of consolidation in British financial services from 
:: which few institutions can stand aside (see page 83). There is 
an irony here: for the past year, British financiers have en- 
joyed the spectacle of takeover battles in continental Europe, 
as banks adjust to a more competitive life with a single cur- 
rency and newly demanding shareholders. Many hoped that 
an already competitive Britain would avoid such turmoil. 

That it cannot is partly because of the second conclusion: 
British banks are not all that competitive, and some have 
been abysmally run. The chancellor, Gordon Brown, this 
week lambasted banks for their profiteering, as another ex- 
ample of “rip-off” Britain. This gets it only half-right. Actually, 
NatWest has failed to cut its bloated costs, has blundered 
from one strategic error to another, from investment banking 
and the Blue Arrow affair a decade ago to its extravagant bid 
for Legal & General, an insurer, three weeks ago, and has de- 
livered persistently poor returns to its shareholders. Even so, 
profit margins do generally seem high in British banking, sug- 
gesting that collusion or regulation may be inhibiting compe- 
tition in some markets—a point that amply justifies the cur- 
rent review of bank competition by Don Cruickshank. 


Banks in troubled waters 


The third and biggest conclusion is that, for all the stately 
stuffiness of Britain’s clearing banks, and for all the profits 
they are making, their business is under threat. The cosy cartel 
that found it ungentlemanly to compete too vigorously has 
given way to an industry in the grip of huge technological 
change. The competitors to NatWest are no longer only Bar- 
clays or Lloyds rss: they are specialist credit-card issuers, su- 
permarkets, general retailers, mortgage brokers, telephone 
banks and Internet firms, any of which is capable of stealing 
whole areas of traditional banking breathtakingly fast. 

How should banks respond? And where does the public 
interest lie? The answers, fortunately, point in a similar direc- 
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nationalist agenda. It has played a marginally more useful 





what of the future? Big countries are awkward: to rub 
along with (ask any of Russia’s neighbours or even America’s 
closest friends in Europe). But China is pricklier and more vol- 
atile than most. What will it be like 50 years from now? Hope ° 
for the best, but don’t count on it. 
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tion. What the public wants are cheap and efficiently deliver- 
ed financial services—something NatWest was failing to pro- 
vide. Its branching out into bancassurance through Legal & 
General looked expensive, and also relied on unproven bene- 
fits from “cross-selling” insurance products to banking cus- 
tomers. New managers, whether from Scotland or elsewhere, 
should be able to cut costs and to sharpen the bank’s focus, to 
the benefit of shareholders and customers alike. 

-Banks must above all be willing to innovate and adapt, 
even if that means wholesale changes in working patterns. 
They might, for instance, exploit their brands to build pure 
delivery mechanisms—with others, cheaper and more expert, 
acting as product originators, whether of credit cards, mort- 
gages or even loans. And they must be swifter to embrace 
new technology, from the excitement of the Internet to the 
dullness of the telephone. 

What about competition concerns? This is where the pub- 
lic interest can conflict with the private. Yet the public interest 
too is evolving. Not so long ago, for example, it was assumed 
that a foreign bid for one of the big clearing banks would be 
blocked by regulators; and that a merger of two clearers 
would automatically be barred on competition grounds. Both 
assumptions should now be questioned. As in other countries 
in Europe, foreigners should be welcome. Several have, in- 
deed, been greedily eyeing the lucrative British market. As it 
happens, no foreign bank is likely to outbid British rivals for 
NatWest, because of its cost and because foreigners would 
not get easy cost savings from branch closures. But they 
should be assured of a place at the British table if they want 
one—just as British banks should be at theirs. 

Domestic competition worries also need re-examining. In 
the Internet age, the number of markets in financial services 
that are truly uncontested is shrinking. The trickiest is lending 
to small business, where the local market share of some clear- 
ers is large and there are few new entrants. But even this 
should not preclude a bid for NatWest by, say, HsBc, Lloyds 
TSB or Barclays—it might just mean that it could be approved 
only with conditions, such as the divestment of some oper- 
ations or branches. 

For, in general, the more bidders there are for a bank, the 
better. The great merit of a free market in corporate control, 
including the growing fashion for hostile bids, is that it is the 
best and often the only way to cut costs and to impose 
change—and so to improve services to customers. NatWest 
has been a limping, troubled, formerly great British institution 
for far too long. Which is why the great British bank auction is 
such good news. 
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Bail in, bail out 


The IMF is right to want to “bail in” private creditors in rescues of debt-ridden 
countries. But Ecuador’s default is the wrong way to do it 


ICHEL CAMDESSUS, managing director of the In- 

ternational Monetary Fund, must by now be used to 
the seemingly endless torrent of criticism of himself and his 
organisation. It goes with the job of imposing some discipline 
on the profligate and crisis-struck. But at the annual meetings 
of the Fund and its sister institution, the World Bank, this 
week, some of Mr Camdessus’s angriest critics were not poor- 
country debtors but rich-country lenders. Already suspicious 
of the imr for not doing enough to prevent or resolve the 1997- 
98 Asian and Latin American crises, bankers are now livid 
over what they say is “interference” in emerging markets. 

In particular, bankers and investors are accusing the Fund 
of encouraging Ecuador to default on some bonds. They may 
have a point: the ımF seems to see Ecuador, as it has some 
other countries before, as a suitable test case for forcing pri- 
vate creditors to accept some pain in debt reschedulings (see 
page 89). But that should not obscure the important principle 
that it is right to involve private bondholders in debt restruc- 
turings. “Bailing in”, as it is known, is a worthy goal. 

A good strategy to achieve it needs, however, to pass three 
tests: clarity (in fixing a framework for how to do it), fairness 
(in the treatment of all types of creditors) and transparency 
(in negotiations between borrowers and creditors). The trou- 
ble with the Ecuador plan is that it fails on all three counts. 

Clarity is impossible because, for all the talk of reforming 
the global financial architecture in the past two years, little 
progress has been made, especially over the mechanics of in- 
cluding private bondholders. Indeed, largely because of 
American objections, the very idea of a framework has been 
rejected in favour of a case-by-case approach. Nor is Ecuador 
showing much fairness to its creditors. Its approach punishes 
one class of bondholder, but leaves others unscathed. And 
third, the process by which Ecuador decided to default has 
hardly been transparent. There was little consultation with 
private creditors, for example. 


Britain’s prime minister has a disturbing blind spot 


Te heir to the British throne once called a building he did 
not like the look of “a monstrous carbuncle on the face of 
a well-loved friend”. Though it would be stretching a point to 
consider Tony Blair as a friend, whether well or poorly loved, 
rather the same thought was prompted by one part of the 
prime minister’s barnstorming speech to the annual confer- 
ence of the Labour Party in Bournemouth this week. 

In most ways, Mr Blair’s speech was admirable. Mid-way 
through his first term, a prime minister brimming with confi- 
dence can justly claim to have redeemed his promise, which 
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Transparency has also been lacking when it comes to the 
role of the Fund. Mr Camdessus explicitly denies in any way 
encouraging Ecuador to default. However, the mF has cer- 
tainly given the impression of condoning its approach. That is 
unfortunate, for it fuels banks’ suspicions that the Fund has 
abused its role as an adviser privy to confidential in- 
formation, and as a potential lender of last resort. 


Sharing and paring 

Such tactical errors do not, however, mean that “bailing-in” 
should be abandoned. Once, when countries went bust, only 
sovereign creditors would take a loss. Then commercial lend- 
ers were asked to do likewise. Bondholders have been mostly 
exempt. This is largely for practical reasons: they number in 
their tens of thousands, and all the bondholders have to sign 
up to any rescheduling. Unfortunately, most bond contracts 
lack “sharing” provisions and “collective action” clauses. This 
makes it hard to agree a restructuring if even a small minority 
of holders object. In the minds of some investors these obsta- 
cles have become confused with their legal status—leading to 
a mistaken belief that their claims are ranked higher than 
those of other creditors. 

Bond investors complain that they already suffer in fi- 
nancial crises because the prices of their assets plummet. But 
a proper rescheduling would be better than the current sit- 
uation, where as much as a quarter of trading in emerging- 
market bonds is accounted for by opportunistic high-yield 
funds, betting on a pay-out in the courts. Investors and bor- 
rowers are correct to say that forcing bondholders to agree to 
restructure their debts might make them less willing to invest 
in emerging markets—and hence raise borrowing costs. But 
that is an argument for, not against, bailing in: by encouraging 
more prudent lending and less borrowing, it would make fu- 
ture crises less likely. Yet more order over bailing in would still 
be better than the present confusion. 





many people once distrusted, to govern on the “New” Labour 
ticket on which he was elected. Labour was founded a cen- 
tury ago expressly to represent the working class in Parlia- 
ment. The fact that Mr Blair chose this of all annual confer- 
ences to tell such a party that the class war is over—yes, it’s 
official (see page 67)—shows how firmly he commands the 
centre ground of British politics. It is especially good that Mr 
Blair has looked his own party members in the eye and told 
them that his enemy is no longer the Conservatives but con- 
servatism of both right and left—and that much conservatism 
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ment and those of the Labour Party itself. 

But it is impossible to ignore that carbuncle. Although Mr 
Blair is no socialist, it is becoming evident that he is no liberal 
either. Having promised to be tough both on crime and on the 
causes of crime, he has interpreted the first half of that prom- 
ise as a licence to trample down civil liberties. 


Some libertarian nonsense 


This aspect of the government's record was questionable 
enough even before Bournemouth. It promised a Freedom of 
Information Bill and produced a travesty of one. It has empo- 
> wered local authorities to impose curfews on children, and 
© “anti-social behaviour orders” on rowdy tenants of council 
estates. It wants to remove the right of defendants to be tried 
by jury for medium-ranked offences. It wants to lock up peo- 
ple who have severe personality disorders but who have com- 
mitted no crime. And when civil-liberties groups have dared 
to demur, they have been treated with contempt. Talking to 
policemen, the home secretary chooses to accuse civil-rights 
lawyers “who get into their mws and drive off to posh sub- 
urbs” where they are safe from crime of being “hypocrites”. 

In Bournemouth this week, things only got worse. The 
government now promises to introduce compulsory drug 
and pna tests for all offenders. If you do not like the idea of 
every shoplifter being held down for a forcible mouth swab, 
which may be the upshot, do not bother to complain: Mr 
Blair has already said that he is sick of “libertarian nonsense 
masquerading as freedom”. 

You do not need to oppose every one of the government's 


in indeed on hel lef, in ahe ranks of the trade-unio move- 








proposals to find something ugl y in n this cast t of thought and 
turn of phrase. Mr Blair has a mandate (“tough on crime”, etc) 


to weaken the rights of the sinning few in favour of the virtu- 
ous many. But every resetting of this delicate balance de- 
mands jealous attention to the cause of liberty. Often it is the 
details that are most offensive: fine to evict anti-social neigh- 
bours from council estates; less fine if they can be evicted 
without a proper defence. One good thing that the home sec- 
retary has done is to incorporate the European Convention 
on Human Rights into British law. This makes it all the more 
of a pity that he should denigrate the lawyers who believe 
that many of his measures violate the convention. 

A government that wants to free the law-abiding from 
crime and the fear of it can at least say that it is acting with 
the best of intentions, and that if liberty suffers it does so 
through inadvertence or in the interest of some higher good. 
Mr Blair cannot use that excuse to explain another illiberal 
act: his plan to ban fox-hunting. Fox-hunting may be cruel. 
But it is the lot of many wild animals to meet an untidy end. It 
stretches credulity to claim that in this particular instance the 
prime minister is motivated by finer feelings for the fox. A 
baser political instinct is at play. 

With the class war over, Mr Blair speaks instead of “the 
many not the few”. But modern societies do not consist of one 
many and one few. The many is itself composed of lots of 
fews, some of whom may do things that strike the others as 
objectionable but which do no harm to them. Fox hunters fall 
into this category. A liberal prime minister would defend 
their right to go about their beastly business. Mr Blair prefers 
to make easy pe. oe by suas their sport. 
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Russia’s Chechen folly 


Outsiders might help make the Caucasus more peaceful. 


OMBS in Moscow, trouble in the southern republic of 

Dagestan, so start another war against breakaway Chech- 
nya: this logic is madness. Russia should have learnt from its 
first war against the Chechens—which claimed the lives of 
80,000 people in 1994-96—that force will not bring peace to its 
southern rim. Indeed, it may well encourage the spread of the 
very Islamic militancy it aims to defeat. If President Boris Yel- 
tsin is to get out of the hole he is so busy digging, he should 
call off his generals and, difficult as it would certainly be for 
him politically, call in some outside mediators. He could even 
lend a modest air of respectability to the dying days of his 
presidency by starting to mould a new policy towards the 
whole of Russia’s former empire. It is a utopian suggestion, no 
doubt. But the strong-arm tactics that Russia has espoused to- 
wards its former vassals are as damaging, in the long run, to it- 
self as to its perceived enemies. 

Still, Russia can hardly be blamed for wanting to punish 
those who planted the bombs that have killed about 300 civ- 
ilians in the past month, most of them in Moscow. And even 
if Russia were run by enlightened and honest reformers, the 
Caucasus would be a worry. It is plain that fundamentalist 
Muslims, including some Chechens, wish to make mayhem 
along Russia’s southern rim with a view to creating some kind 
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Force will not 


of extreme Islamist regime there. Though there is no reason 
yet to believe the present Chechen government was responsi- 
ble for the bombs—they have certainly done it no good— 
various Chechen zealots are indeed suspect. 

Nor can Russians really be expected to welcome any fur- 
ther dissolution of what was once a huge empire: in less than 
a decade, half of Europe has gone, along with a vast slab of 
Asia. And now, along the southern edge of Russia itself, an 
array of tiny nations seems to be making a fool of the old im- 
perial power—and killing Russian civilians to boot. 

All the same, Russia has consistently gone about tackling: 
southern discontent in the wrong way. The last campaign 
killed countless of its own conscripts as well as the enemy, 
devastated Chechnya itself, yet left it virtually independent. 
In parts of the Russian Federation where ethnic Russians 
seem isolated, the government in Moscow has offered bribes 
and threats to the non-Russians in confusing alternation. And 
in parts of the former Soviet Union that are now independ- 
ent—in the Caucasus and elsewhere—Russia has invariably 
tried to undermine those regimes that have sought new iden- 
tities with looser ties to their former masters. 

As far as Chechnya is concerned, events would have tur- 
ned out much more happily for Russia had it supported the 
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against the Islamic zealots tormenting him. Admittedly, that 
would have probably involved conceding that, after a refer- 
endum, Chechnya should be allowed to secede. But that need 
not have involved a general unravelling of the federation: in 
other restless parts of multi-ethnic Russia, even in the south, 
greater autonomy would almost certainly have been enough 
to satisfy local aspirations. 


Pull up a chair, get round the table 


Now, however, it is probably too late for Russia and Chech- 
nya to sort things out between themselves, even with the help 
of Ruslan Aushev, the man who runs Ingushetia, the statelet 
(within federal Russia) next to Chechnya. As he is on good 
terms. with the oe he would have made a suitable 


Uncle Sam v Big Tobacco” 


A lawsuit that runs against democracy itself 


HE Clinton administration’s lawsuit against the tobacco 
companies is a disgrace. The federal government is seeking 
retroactively to recoup from cigarette makers the money— 
more than $20 billion a year, it reckons, since the 1950s—it has 
spent on smokers’ health. This is an offence against the Amer- 
ican tradition of government. By using litigation to achieve 
goals that properly belong to legislation, the suit would short- 
circuit democratic debate on public issues. It implies, too, an 
open-ended commitment by the government to kill or maim 
any industry it thinks might encourage behaviour that drives 
up health bills. Waco was bad enough; but this is the crown- 
ing disgrace of Janet Reno and the Justice Department. 
-The states have already egregiously sued the tobacco in- 
dustry to recoup public-health costs, winning a $248 billion 
settlement last year. Now the Clinton administration, never 
slow to sniff out a politically-correct political opportunity, 
has jumped in to claim the costs not covered by that judg- 
ment. This is a thoroughly bad idea. If the federal government 
wants to change public behaviour, or stop something it be- 
lieves to be wrong, it can ask Congress to pass a law. The rep- 
resentatives of the people then have a chance to debate the is- 
sue. If the administration wants to penalise the tobacco 
industry, it should propose a law to make cigarettes illegal, or 
(since it hypocritically relies on them for tax revenue) much 
more expensive; and then let Congress argue the merits of the 
case. When the federal government resorts to the courts to im- 
pose penalties for which it knows it cannot win congressional 
approval, it offends against democracy. 

There is a huge amount of risky personal behaviour in the 
world. This lawsuit takes one particular foolish pleasure, 
smoking, and then applies a principle and a penalty that 
could apply to any other. America has a huge collective prob- 
lem with weight, for example: one-quarter of Americans are 
clinically obese. They are certainly doing themselves harm by 
eating buckets of fatty, sugary food, and they might be said to 
be imposing health costs on others because of the heart dis- 
eases and other maladies they get. On the tobacco-suit princi- 
ple, those who are encouraging them to eat too much (often 
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; \ better bet now, though, would ‘be the Orga- 
‘nisation for Security and Co-operation in Europe, which in- 
cludes Russia as well as the United States. With Russian ap- 
proval, it could oversee negotiations. 

It would be better still if Russia would agree to help set up 
a grand conference, with European Union or United Nations 
involvement, to look at the entire Caucasus. Turkey and Iran 
should also be involved, along with the three main countries, 
Georgia, Azerbaijan and Armenia. Various differences—over 
territory, oil, pipelines, military alliances, all exacerbated by 
ethnic and religious rivalries and Russian bullying—continue 
to make the area an arsonist’s paradise. The Finns, who pre- 
side over the eu for the rest of this year and know the Rus- 
sians well, could help draw the outline of such a conference. 
This, not E is what the Caucasus sorely needs. 
ENSE 














with fraudulent claims about “liteness” and “low-fat”’) are lia- 
ble for-those health costs. 

Anyway, this all rests on a (sadly) false premise. The idea 
that smokers impose costs on others is a fiction. In claiming to 
recoup costs, the Justice Department focuses only on the pub- 
lic health bill from treating smokers. It ignores the savings that 
come in the form of foregone medical and pension costs for 
the old age that smokers often fail to reach. For the most part, 
smoking kills people after the productive years of their lives, 
so they make a full contribution to health and pension 
schemes. But it kills them before they live long enough to bur- 
den the social welfare system very heavily. Result: smoking is 
good for your health spending. 


Al Capone, cigarette maker 


As if all that were not enough, the Justice Department has ex- 
tended existing racketeering statutes (known as RICO Jaws) in 
ways which, if the case succeeds, would give it an enormous 
new weapon against industries it finds offensive. The suit 
says the tobacco firms are guilty of 116 violations of the RICO 
laws. They are charged with conspiring to mislead the public 
in pursuit of profit; if the case succeeds, they may well have to 
surrender their past profits as ill-gotten gains. At times, too, 
the rico charges get perilously close to infringing free speech. 
In one, the defendants are accused of taking “false and mis- 
leading positions on issues”. The tobacco industry's suppres- 
sion of evidence about the addictive nature of nicotine is well 
known; but the Department would also seem to be claiming 
that if a company takes any public position that the depart- . 
ment considers erroneous, it is breaking the law. 

The puritanical campaign against tobacco companies has 
long been tempting the zealots into all manner of illiberal 
acts. It has now corrupted the Justice Department, which is 
supposed to be a guardian of legal and constitutional proprie- 
ty in America. Soon there will have to be a new health warn- 
ing: The surgeon-general has determined that the Clinton ad- 
ministration is dangerous for your democracy. 
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Country Reports: instant access to just what 
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To thrive in today’s rapidly changing marketplace, you need 
access to timely and relevant country analysis. The Economist 
intelligence Unit can now deliver exactly the country intelligence 
you need, when you need it, via the EIU Online Store. 


With Country Reports now obtainable from the EIU Online 
Store, you can gain instant access to political events and 
economic trends in over 180 countries around the world. A 
truly global source of information, Country Reports provide 
unbiased, independent and detailed analysis to support your 
critical business decisions. Now you can select complete reports 
on over 180 countries or you can search our entire database for 
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= Access to the full Country Reports database, archived up 
to two years 
Ability to search each section or table you want in a few 
clicks 
Expenses tracked on a project basis 
Viewing or downloading reports in HTML, including all 
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Whether you want GDP figures for a single country or to gain 
an overview of political and economic developments for a 
specific region, Country Reports via the EIU Online Store 
can deliver what you want instantly. There’s no minimum 
purchase, so there’s no reason not to try it right now. Log on 
to store.eiu.com and, using a credit card, get instant access 
to precisely the country intelligence you need. 
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CHINA AT FIFTY 


Can China change? 


BEING 


Other Chinese societies have done. But, unlike the People’s Republic, they did 


not have the Communist Party to hold 


“M5 make their own history,” said 
Karl Marx, “but they do not make it 
just as they please.” Rather, he continued, 
they make itin circumstances handed down 
to them from the past. It is a point onlookers 
would do well to keep in mind when think- 
ing about the future of the People’s Republic 
of China—particularly if they sub- 
scribe, as do many of the westerners 
who have invested in China’s future, 
to the view that the Communist Party 
that has guided China’s economic 
transformation in the past 20 years 
can as successfully guide its political 
transformation in the next 20. 

The shackles of China’s history 
hang heavily as the country celebrates 
on October ist the anniversary of that 
autumn moming 50 years ago when 
Mao Zedong declared before a packed 
Tiananmen Square that “the Chinese 
people have stood up.” China’s presi- 
dent, Jiang Zemin, will stand in that 
same spot and take the salute from 
nearly 1m people in an extraordinary 
display of state pomp, dedicated to 
the glorification of the Chinese Com- 
munist Party and its deeds. Tanks will 
stretch from one side of the capital to 
the other. A new warplane is to be re- 
vealed in a fly-past of much of the air 
force. Pageants will depict the giant 
economic strides made under com- 
munism. Among the 50 slogans offi- 
cially sanctioned for the anniversary 
are: “Wholeheartedly depend on the 
working class!”, “Long live Marxism- 
Leninism, Mao Zedong thought and 
Deng Xiaoping theory!’, and “Salute 
all foreign friends and people from countries 
worldwide who show concern and support 
for China’s modernisation!” 

The message behind the pageantry is 
clear: there is no other future for China than 
that directed by the Communist Party. Yet 
there is nothing in Chinese culture that is in- 
herently opposed to political liberalisation, 
as the examples of other, rather different 
Chinese societies, such as Hong Kong (re- 
turned to Chinese sovereignty only in 1997), 
Taiwan and Singapore demonstrate. Indeed, 
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Deng showed them 


them back 


the only thing in China that is culturally op- 
posed to political liberalisation is the Com- 
munist Party itself. Thus the obvious ques- 
tion: can China maintain the pace of 
economic change without the sort of politi- 
cal change that would challenge and, even- 
tually, topple the Communists? 





This week’s pageant offers some clues. 
China's current leadership sees this manu- 
factured display of triumphalism—it is said 
by party officials to have cost $4 billion—as 
central to bolstering its legitimacy. Today's 
strikingly uncharismatic leaders need to tap 
the charismatic reservoirs of China’s 
Communist greats: Mao Zedong, Marshal 
Zhu De, Zhou Enlai and Deng Xiaoping. Pres- 
ident Jiang will use the occasion to put him- 
self in the pantheon. 

The party’s leaders need to stress that 





they are the guardians of an extraordinary, 
revolutionary tradition. Just as the state 
media have done these past weeks, the pa- 
rade will glorify the party’s heroic moments. 
The Long March was an extraordinary feat. 
The two decades the Communist guerrillas 
spent on the run before bringing the main- 
land under unified rule for the first time in 
half a century showed almost superhuman 
grit. The trouble was what came next. 

Tosee how heavily shackled China’s cur- 
rent leaders are by their history, it is worth 
briefly recalling what is being left out of the 
story of how China overthrew foreign dom- 
ination to stand tall in the world: the execu- 
tion of 1m-2m landlords in the early 1950s; 
the anti-rightist movement of 1957 which 
threw a generation of intellectuals into the 
stocks, among them the current prime 
minister, Zhu Rongji; the 30m-plus 
deaths in the Mao-made famine of the 
Great Leap Forward; the chaos and 
suffering of the decade-long Cultural 
Revolution; and the bloody suppres- 
sion of the student protests round Tia- 
nanmen Square a decade ago. All this 
is crucial to an understanding of how 
China’s Communists will respond to 
demands for political change. 


Deng’s order 
It has become a commonplace these 
days to say that the party's current le- 
gitimacy rests upon economic 
growth. This was Deng Xiaoping’s 
piercing insight when he turned the 
old order on its head in 1978, declaring 
that, henceforth, economic construc- 
tion would take precedence over class 
struggle. The nation breathed a sigh of 
relief, and the consequence has been 
the greatest mass-reduction in pover- 
ty the world has ever seen. Yet for all 
the bows for economic growth that 
the Communist Party is taking this 
week, there remains a humiliation 
that is felt, and sometimes acknowl- 
edged, by many Chinese. The econ- 
omic strides since 1978 have merely 
brought the country to where it might 
have been had that string of party blunders 
not condemned the Chinese people to pov- 
erty for 30 years, while much of the rest of 
East Asia was racing for prosperity. 
Moreover, allowing the nation’s produc- 
tive juices to flow was the easy bit. The har- 
der part is now tocome: getting the state to re- 
treat further from the economy, even though 
the intention is for the state still to hold its 
commanding heights. Meanwhile, an insol- 
vent banking system needs to be recapital- 
ised. A safety-net needs to be woven under a 


23 


CHINA AT FIFTY 


people of desperately unequal incomes. A 
migration of hundreds of millions of Chi- 
nese needs to be managed, as the country- 
side empties unneeded labour into the cities. 
And an environmental jungle needs to be 
tamed: water is desperately scarce over the 
northern half of China, and the country 
boasts nine of the ten cities in the world with 
the most polluted air (Beijing, briefly, can 
breathe again, as factories are switched off 
for the celebrations). 

Now catch-up growth is coming to an 
end. Take the government's headline figure 
for economic growth of 7-8% a year. Dis- 
countatleast two percentage points as statis- 
tical exaggeration. Subtract another percent- 
age point or two for shoddy products that 
nobody wants to buy, piling up in ware- 
houses. Take off another two or three per- 
centage points that come simply from the 
natural increase in the labour force. Without 
these factors, it is clear that the economy is 
hardly growingatall. 

No wonder Mr Zhu calls the situation 
“unprecedentedly grim”. Trying to relieve 
the grimness through bouts of government 
spending, however necessary to fend off de- 
flationary pressure, is adding to a fiscal bur- 
den that is mounting alarmingly. Already, 
the cost of servicing the government's debt 
devours two-fifths of its revenues, which 
themselves, in the official statistical present- 
ation, include new issues of debt. 


A party in knots 

None of these tasks is insurmountable. Yet 
they are unlikely to be met without serious 
political change. The next stage of economic 
reform, if it is to be successful, will entail a 
huge reallocation of resources: economic re- 
sources, certainly, but also social and politi- 
cal ones. And the interests of those who will 
benefit most from the changes—people and 
institutions—will not necessarily coincide 
with those of the state. Meanwhile, there will 
be plenty of unhappy victims, at least in the 
short term, such as the tens of millions al- 
ready being thrown out of work by the at- 
tempted streamlining of state enterprises. 

Success at economic reform will depend 
on finding ways to mediate among the win- 
ners and losers, if only to avert the social 
chaos that the state so patently fears. Yet the 
Communist Party’s Leninist apparatus is 
wholly incapable of such a feat. It is, in the 
words of Kenneth Lieberthal, an American 
academic- turned-official, overloaded at the 
top and gridlocked below. It has shunned 
such devices as contested elections, a free 
press and an independent judiciary that 
might have given it room to adapt to chal- 
lenging times. 

Above all, the party brooks no challenge, 
no kind of organisational force outside its 
control. In 1989, the students’ protests were 
put down with great brutality. This summer, 
the fairly harmless Falun Gong (a quasi-reli- 
gious movement), whose leadership seemed 
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to show a certain organisation- 
al flair, was suppressed with 
angry, if meticulously plan- 
ned, force. The incessant prop- 
aganda blast that accompa- 
nied the campaign ended up 
sickening ordinary Chinese. 
Quite simply, the ruling party 
apparatus is ever further out of 
touch with the people in 
whose name it claims to rule. 

It does not, however, need 
lofty notions of freedom to 
make the case for political 
change. Wrenching economic 
change can do that. 

How might such change 
come about? Foreign visitors 
are often impressed when, in 
private discussion, officials tap 
their nose as if to acknowledge 
that they, too, know that 
change is necessary and that, 
when the time is ripe, change 
will gradually start—if it is not 
already doing so. “Peaceful 
evolution” is perhaps the best 
phrase for this hopeful pros- 
pect, though it is worth recall- 
ing that the present generation 
of leaders has been brought up 
to rail against it. 

Still, China’s constitutional 
template could allow such evolution. As itis, 
the National People’s Congress (China’s 
mostly rubber-stamp parliament) is testing 
out powers of supervision over the govern- 
ment that have long lain dormant. Notions 
of democratisation and greater government 
accountability could start to catch on. Legal 
reformers back attempts to render the party- 
directed judiciary more independent. Even 
Li Peng, a former prime minister and no clo- 
set liberal, backs the attempts by the state 
media to uncover corruption and govern- 
ment waste. To many observers, these are the 
shoots of peaceful evolution. 

Other shoots occasionally appear too, 
even if they quickly perish. Last year, advis- 
ers close to Mr Jiang advocated surprisingly 
bold political reforms that separated party 
from government, while supposedly in- 
creasing party supervision. Admittedly, 
those advisers have now fallen silent. Yet 
Wang Zhenyao, an official from the Ministry 
of Civil Affairs who was formerly responsi- 
ble for overseeing elections for village 
leaders, believes that “village democracy” 
will before long spread to townships and cit- 
ies, and so up the political system. 

Certainly, on the rare occasions when 
they have been allowed to take part, ordi- 
nary mainland Chinese have taken to poli- 
tics with gusto. Andrew Nathan, a political 
scientist at Columbia University in New 
York, points out that in 1980-81, when Deng 
Xiaoping needed to revive the party’s credi- 
bility, local elections were briefly allowed. In 








Grim reminders of the present ; 


one Beijing precinct, some 10,000 candidates 
were nominated for 316 seats; the manipula- 
tion of nominations elsewhere led to coun- 
trywide protests. Outside the villages, exper- 
iments in accountable government have 
largely been shelved since then. But the dem- 
ocratic gusto would return, if allowed. 


Madein Taiwan 


Above all, there is a brilliantly successful 
model for peaceful evolution on Chinese 
soil. Fifty years ago China’s nationalists in 
the Kuomintang (km), who had fled to Tai- 
wan after their defeat by the Communists, 
ran a ruthless regime there. Two years earlier 
the kmr had slaughtered 20,000 Taiwanese, 
almost the island's entire intelligentsia. In its 
early years ruling Taiwan, the kmr under 
Chiang Kai-shek adopted many of the meth- 
ods of its Communist vanquishers, includ- 
ing a Leninist system of organisation that 
drew on Communist training manuals. 

But then the kmr slowly adapted. In fits 
and starts it allowed more and more local 
elections. As well as killing or imprisoning 
opponents, it started to co-opt them into the 
ruling apparatus. Shortly before Chiang Kai- 
shek’s death in 1975, strong-man rule began 
gradually to give way to party rule. After 
martial law was lifted in 1987, the pace of 
democratisation picked up, and the first 
democratic elections for the presidency were 
held in 1996. The kmr has proved itself a har- 
dy survivor in the political marketplace—a 
point that reformists in China’s Communist 
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Party have carefully noted. 

Taiwan’s Leninist ruling party, in short, 
set out to change the society around it, but 
ended up being changed by it. Is the Taiwan 
experience relevant to China? After all, both 
the Kuomintang and the Communist Party 
shared traditions that were grounded in cen- 
turies of Chinese dynastic rule, even if their 
point was to rebel against some of those tra- 
ditions. The two also shared a similar politi- 
cal culture, based on nationalism. Both were 
organised along near-identical lines. They 
had to grapple with the same problem of po- 
litical succession: how to institutionalise au- 
thority after the death of the strongman. 

Yet this is also where the similarities end. 
For a start, the Kmr, brutal as it was, had no 
totalitarian ideology. What ideology it inher- 
ited—Sun Yat-sen’s Three Principles of the 
People—envisaged democracy after a period 
of autocratic rule. For reasons of legitimacy, 
the party could scarcely abandon those prin- 
ciples, particularly since its other guiding 
ideology, that of a nationalism that would 
eventually unify the mainland, was not 
shared by a great mass of native Taiwanese. 

The kmr was always in political compe- 
tition—first and foremost with the vast 
Communist mainland—and this obliged it 
to adapt. As the threat of an imminent inva- 
sion from the mainland receded, the compe- 
tition was mainly domestic: the Kmr tried to 
win over Taiwanese disenchanted with its 
rule. As Bruce Dickson, of George Washing- 
ton University, points out, the Taiwanese, 
with unrestricted travel to America, could 
vote with their feet. The threat of a “brain 
drain” during the 1960s and 1970s greatly 
constrained the ruling party's actions. 

There was also an economic element to 
the competition the Kuomintang faced. 
Chiang Kai-shek set out, like Khrushchev 
with the Americans, to “bury” the mainland 
Communists. But this time capitalism was 
the chosen weapon. Taiwan’s economic mir- 
acle was helped by the mass of money that 
the fleeing Nationalists brought with them, 
by the infrastructure already in place in the 
island after a half-century of Japanese colo- 
nisation, by an American presence under- 
writing Taiwan’s defence, and by ready mar- 
kets in both Japan and the United States. 

Though much growth was indeed state- 
directed (with concomitant corruption), Tai- 
wan’s many small companies were left to get 
on with it. The share of state enterprises in 
the economy fell from 60% after the Japanese 
defeat in 1945, to just 15% by the mid-1980s. 
Crucially, since land reform was enacted in 
the 1950s, the Taiwanese have enjoyed one of 
the most equitable income distributions in 
the world. 

The mainland Communist Party, which 
has been able to impose restrictions on tra- 
vel, has never had tocontend with the threat 
of “exit”. Without political competition, it 
has had little incentive to adapt. The result 
has been an endless series of “rectification 
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campaigns”, the use of coercion and, when 
necessary, force. 

The two parties have also drawn differ- 
ent lessons from the experiences of other 
countries. The democratisation during the 
1980s of both South Korea and the Philip- 
pines may have convinced Taiwan’s KMT 
rulers that it was safer to accommodate op- 
position if it was to guard its privileged posi- 
tion. By contrast, China drew the opposite 
political conclusion from the collapse of the 
Soviet Union: political reform in a Marxist- 
Leninist system imperils the party's survival. 


We, the people 

That said, ordinary Chinese today doenjoya 
hugely greater say in their personal lives and 
preferences than they used to. Democracy 
has been allowed at local levels, but largely 
to foster better control of the countryside 
where the party’s organisation has crumbled 
since the demise of the communes. Occa- 





sional thaws are sanctioned in political de- 
bate, but the freeze returns when such de- 
bate no longer serves the leaders’ interests. 
This past year’s clampdown on democracy 
advocates and the campaign against the Fa- 
lun Gong both underline the doggedness of 
the regime's intolerance. 

Optimism over “peaceful evolution” is 
also undermined by the nature of Chinese 
nationalism. Just as the Kuomintang did not 
loosen up until the perceived threat from the 
mainland evaporated, so China’s leaders are 
unlikely even to contemplate reform until 
the perceived threat from “imperial aggres- 
sors” is greatly reduced. One hope is that this 
perception of foreign hostility will diminish 
as China takes its place at the high table of 
nations. Indeed, the prospect that China will 
join the World Trade Organisation before the 
end of the year is no longer remote—though 
it is far from certain. 

Simply joining the top clubs will not cure 


Taiwan has made it in the marketplace. Can China? 


CHINA AT FIFTY 


China of its sense of grievance, for the exter- 
nal threats that China perceives are hardly 
based in the real world. Its historical sense of 
victimhood has been carefully cherished by 
a party that is carefully hiding its own victi- 
misation of its people. A murky reading of 
history, as Orvill Schell of the University of 
California at Berkeley puts it, has left China 
with an aquifer of residual sentiment and 
“inchoate but powerful feelings about 
weakness, insecurity, inferiority and 
wounded national pride”. In this context, 
Taiwan and Hong Kong may be political and 
economic models for China to emulate, but 
they are humiliating ones, for they are ones 
over which “imperialists” had control. 

In any event, today’s crop of leaders will 
not contemplate the wholesale withdrawal 
of the state. Rather, they aim for a stronger 
state role. Some economic reforms have ad- 
vanced, because not advancing them would 
more greatly threaten the party’s grip on 
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power. Butevery instinctof today’s leaders is 
to fix the economy not by letting all of it go, 
but by better controlling what remains in 
state hands. “Scientific management” is the 
watchword. Privatisation, the People’s Daily 
reaffirmed after last week’s meeting of the 
party’s Central Committee, is not an option 
for big state enterprises. MrJiang’s favoured 
sobriquet is “chief engineer”. 

For now, many of the reformists of 1989 
say fighting for political change is futile. In- 
stead, they have committed themselves to 
the government's technocratic goals, which 
equate state power with economic power, 
driven by science and technology. Political 
reform may come. The pressures for it will 
certainly grow after Mr Jiang retires in 2002 
and more of his generation departs. Yet as Mr 
Dickson of George Washington University 
puts it, if democracy comes to China, it is not 
likely tocome to the People’s Republic. 

= - = = 
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As China celebrated 50 years 
of communism, President 
Jiang Zemin defined basic hu- 
man rights as the rights to 
food and shelter. An edition 
of Time magazine with articles 
advocating individual rights in 
China was banned. 


Speculation about an early 
general election in Malaysia 
was dampened when the 
prime minister, Mahathir Mo- 
hamad, said he wanted to 
wait for the trial of his former 
deputy, Anwar Ibrahim, to fin- 
ish—probably next year. 


America’s defence secretary, 
William Cohen, said Indonesia 
would face political isolation 
and “economic consequences” 
unless its soldiers stopped 
supporting anti-independence 
militias in East Timor. 


The area surrounding a Japa- 
nese nuclear-fuel plant at 
Tokaimura was evacuated 
after an accident in which 
three workers were exposed to 
radiation. The government 
gave warning of a “strong pos- 
sibility” that the plant might 
become more dangerous still. 


Bombing terrorists 


For at least seven days in a 
row, Russian aircraft carried 
out bombing raids against 
what the Kremlin said were 
terrorist targets in Chechnya, 
a semi-independent republic 
within Russia. So far, the raids 
have proved popular with 
Russian voters. 


The European Commis- 
sion announced a shake-up 
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of top civil servants, mainly to 
stop big countries hogging key 
posts. The agriculture directo- 
rate, in charge of subsidies of 
$45 billion a year, will be 
headed by a non-Frenchman 
for the first time in 40 years. 


Germany’s former finance 
minister, Oskar Lafontaine, 
criticised his fellow Social 
Democrat, Gerhard Schroder, 
the country’s chancellor, for 
his plans to reform welfare 
and cut government spending, 
saying they were responsible 
for the Social Democrats’ re- 
cent poor election results. 


Riot police hurt dozens of 
demonstrators in a rally in 
the Yugoslav capital, Belgrade. 
It was the latest in a series of 
protests against the rule of 
Slobodan Milosevic. 


The new UN war-crimes 
prosecutor, Carla Del Ponte, 
said she would focus on in- 
dicted Yugoslav leaders and 
people accused of committing 
the worst crimes during the 
Balkan wars of the 1990s. 


{T 


Giulio Andreotti, a Chris- 
tian Democrat who was Italy’s 
prime minister seven times, 
was acquitted of ordering the 
murder of a journalist in 1979. 
He is still on trial, separately, 
for alleged collusion with the 
Mafia. 


Oil shock 


Iran announced the discovery 
of a giant onshore oilfield, 
containing perhaps 26 billion 
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barrels of oil, in Khuzestan 
province. Development of the 
field, which could produce up 
to 400,000 barrels a day, may 
start in 2000. It is tantalising 
news for the world oil indus- 
try, America’s boycott not- 
withstanding. 


A hardline Iranian cleric is- 
sued a fatwa demanding the 
execution of two students who 
had published a mild satire 
said to ridicule the Twelfth 
Imam, one of the holiest fig- 
ures in Shia Islam. 


Egypt's president, Hosni 
Mubarak, was duly re-elect- 
ed to a fourth six-year term. In 
a simple referendum some 
94% of the voters marked Yes. 


Peace Now, an Israeli group, 
revealed that Ehud Barak’s 
government had, in its first 
three months, outpaced its 
predecessor in the amount of 
new building that it had au- 
thorised in Jewish settle- 
ments in the West Bank. 


Kofi Annan, the un secretary- 
general, proposed sending 
6,000 peacekeepers to Sierra 
Leone to replace the current 
Nigerian-led peacekeeping 
force. Nigeria, which had com- 
plained about the cost of the 
present operation, welcomed 
the move. 


The civil war in Burundi in- 
tensified. Missionary sources 
said gunmen in military uni- 
form had murdered 30 people 
in a church near the capital, 
Bujumbura. 


Budget gridlock 


America’s budget debate 
moved towards inevitable 
gridlock for the end of the fis- 
cal year. Republican leaders 
had not passed their spending 
bills worth $500 billion, and 
President Bill Clinton had said 
he would veto half of them 
anyway. The White House set 
a new budget deadline three 
weeks hence. 
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As John McCain officially an- 
nounced that he was joining 
the crowd contending for the 
Republican presidential 
nomination, Dan Quayle 
said he was dropping out. 





Bill Bradley, a candidate for 
the Democratic nomina- 
tion, announced a $55 billion- 
plus plan to provide health 
care for all Americans. A rat- 
tled Al Gore, his main rival, 
tore up his campaign strategy. 


Mexico's ruling Institutional 
Revolutionary Party won 
an emphatic victory in a state 
election, and a proposed alli- 
ance between opposition par- 
ties foundered, after the con- 
servative National Action Party 
rejected a compromise plan 
for the selection of a presiden- 
tial candidate. 





Explosions at a warehouse 
holding over 2 tonnes of illi- 
cit fireworks killed 61 people 
in the Mexican city of Celaya. 





A London court began hear- 
ings on the request by a Span- 
ish judge for the extradition of 
General Augusto Pinochet, 
Chile’s former dictator. 


Argentina’s government re- 
jected a plea by Lino Oviedo, 
Paraguay’s exiled would-be 
strongman, against an order 
banishing him to Tierra del 
Fuego after he broke the terms 
of his asylum by giving a 
press interview. Mr Oviedo is 
accused of ordering the mur- 
der of a political rival. His 
lawyers argued that icy Pata- 
gonian winds would endanger 
his recent hair transplant. 
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Golden future 


Gold prices leapt as European 
central banks announced a 
five-year moratorium on gold 
sales from official reserves, 
limiting new sales to 2,000 
tonnes in total. Previously an- 
nounced sales by Britain and 
Switzerland will go ahead, so 
these two can take advantage 
of higher prices. 











Japanese industrial pro- 
duction recorded its biggest 
monthly increase since Janu- 
ary 1997, rising by 4.6% in Au- 
gust. However, export produc- 
tion could yet be adversely 
affected by the strong yen. 


The strength of the yen also 
preoccupied the G7 group of 
finance ministers and central- 
bank governors, who worried 
that it could be a danger to 
the world economy. Confusing 
statements from the Bank of 
Japan suggested it would not 
ease monetary policy further 
but was prepared to be flex- 
ible. The G7 promised to “co- 
operate as appropriate”. 


Banks of Scotland 


British bank shares 
bounced up on merger spec- 
ulation after a £22 billion ($36 
billion) hostile bid for Nation- 
al Westminster by the much 
smaller Bank of Scotland. A 
possible white knight, Royal 
Bank of Scotland, may be con- 
sidering a counter-offer. An ill- 
judged and costly bancassur- 
ance tie-up planned between 
NatWest and Legal & General 
sparked the bid. 
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Dexia, which recently merged 
its French and Belgian banking 
arms, is discussing a joint ven- 
ture with Allianz, a German 
insurance company, in the lat- 
est of a series of bancassur- 
ance ventures in Europe. 


Egg, the direct-banking arm of 
Prudential, Britain’s largest life 
insurer, will probably be float- 
ed some time: next year. As its 
mostly Internet-based business 
is making a loss, valuations 
ranged widely from an im- 
pressive £3.6 billion ($5.9 bil- 
lion) to a gloomier £800m. 


Chase Manhattan, an 
American bank, agreed to buy 
Hambrecht & Quist, a San 
Francisco-based high-tech in- 
vestment-bank, for $1.35 bil- 
lion. Being able to underwrite 
share issues will improve 
Chase’s offering of across-the- 
board banking services, But 
the deal has been criticised for 
being too small. 


Russian officials took belated 
action over money launder- 
ing, bringing a criminal case 
against Moscow-based Flam- 
ingo Bank for “illegal banking 
activities”, although officials 
claim there is no direct link to 
alleged money laundering 
through accounts at the Bank 
of New York. 








Utility maximisers 











and third-largest German util- 
ities, announced a merger 
worth €13.4 billion ($14.0 bil- 
lion) to become Germany’s 
largest utility and the largest 
publicly quoted power com- 


in ce t a 








pany in Europe. The new 
company plans to shed its 
conglomerate tag by selling 
businesses other than energy 
and specialty chemicals. It 
may also expand into the rest 
of Europe. 


Alcatel, a French maker of 
telecoms equipment, said it is 
to buy America’s Genesys, a 
call-centre software firm, for 
$1.5 billion. This accords with 
Alcatel’s twin strategies of 
moving into the American 


| market and concentrating on 


high-growth telecoms sectors. 


Olivetti, an Italian technology 
conglomerate which took over 
formerly state-owned Tele- 
com Italia in May, is to split 
off that company’s mobile- 
phone operations and transfer 
them to Tecnost, Olivetti’s ac- 
quisition vehicle. Minority 
shareholders in Telecom Italia 
complained; they will be com- 
pensated with Tecnost shares, 
but these are widely thought 
to be overvalued. 


Networking 


Amazon.com is to allow 
anyone to sell goods on its 
website. The online books-to- 
music retailer is launching 
zShops, an online shopping 
mall offering 500,000 products 
from different vendors. 


Dell and IBM, respectively 
the world’s second- and third- 
largest pc makers, have added 
to a $16 billion deal agreed 
earlier this year. In a new deal 
worth $6 billion, 13m will pro- 
vide computer services, in 
which it is a world leader, to 
Dell’s business pc customers. 


In an effort to pull its shares 
out of a tailspin, Lockheed 
Martin, an American aero- 
space giant, has announced a 
restructuring, including a sale 
of non-core businesses that 
could raise around $1 billion. 
Late deliveries and uncertainty 
over a House of Representa- 
tives vote to scrap a govern- 
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| pressed sales of warm clothes. 


| and Germany’s Asbach, to 


| Owners of Dreamcast video- 


ment order for F-22 “Stealth” 
fighters had worried investors. 


There is light at the end of the 
Eurotunnel, as the Anglo- 
French company operating the 
channel fixed link announced 
plans for new rail and road 
tunnels, and a buyback of 
debt with a face value of 
FFr3.2 billion ($517m), for 
around FFr1.4 billion. The firm 
expects to make an operating 
profit of around FFr2 billion in 
1999. 


Another once-troubled Euro- 
pean firm, Euro Disney, is 
planning a FFr15 billion 
($250m) rights issue to finance 
a second park outside Paris. 


Marks and Spencer, a 
struggling British retailer, is- 
sued a second profits warning 
within the past year, blaming 
an Indian summer for de- 


Diageo, a British food and | 
drink firm, will sell two bran- 
dy distillers, Greece’s Metaxa 


Bols, a Dutch drink company, 
for around $200m; and Cin- 
zano, a vermouth, to Campari 
of Italy, for an undisclosed 
sum. Diageo has been dispos- 
ing of European brands to re- 
duce debt and concentrate on 
international marques. 








Japanese investors will be able 
to play the market from the | 
comfort of their armchairs. 


games consoles equipped for 
Internet access will be offered 
online share-trading after a 
deal between Sega, the con- | 
j 
| 





soles’ manufacturer, and Nom- 
ura Securities. 
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Howard... The best at last! 
A Golden Land Project in Panama 





S The Panama Canal The 4300 acres that comprise Howard Air Force Base, located at the 
Pacific entrance to the Panama Canal, 10 minutes away from Panama 
City, are among the last that will revert to Panamá on December 1999. 
The experts’ studies have indicated that Howard is a potential 

site for an intermodal transportation center and for industrial and 
commercial development, such as heavy aircraft repair and 
maintenance, port operations, export processing zones and 

industrial parks 


Howard's infrastructure includes: 

e An airport with a 2,591 m (8550 ft.) long and 46 m (152ft.) wide 
landing strip. 

¢Four hangars ranging from 8,820 sq.m (96,050 sq.ft.) up to 10,557 sq.m 
(114,966 sq.ft.) 

*Buildings with a total construction area of 115,000 sq.m (1,252,350 sq.ft.) 

«Water, electricity, access roads and sewage treatment plant. 

e Additional property available for industrial, commercial and 


“a residential development. 
I< * 706 residential units and other buildings. 
ARI For more information contact: General Administration + P.O. Box 2097, Balboa Ancón, Panamá, R.P. 


Autoridad de la Región Interoceanica * Fax: (507) 228-1698 / 7488 • E-mail: ari_mercadeo@cwp.net.pa * www.aripanama.com 
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Indonesia's dangerous politics 


JAKARTA 


The assembly elected in June is preparing to choose Indonesia’s next president. 
With foreign troops in East Timor and renewed violence in the capital, the 
country’s transition to democracy looks hazardous 


HINGS keep getting worse for the 

world’s fourth-biggest country. On Sep- 
tember 23rd and 24th, as the last parliament 
of the Suhartoera completed its final session, 
seven people were killed in clashes between 
police and demonstrators. The protests fol- 
lowed the passage of a new security bill, 
granting sweeping powers to the armed 
forces during states of emergency. 
While the protesters burned cars and 
hurled stones and petrol bombs, the 
troops opened fire. Among those shot 
was a 22-year-old student picked off 
by a sniper while sitting near a bus 
stop. B.J. Habibie, who succeeded Mr 
Suharto when he was forced to resign 
the presidency in May 1998, has 
agreed to delay signing the security 
bill. But it has not kept the demonstra- 
tors off the streets. 

The clashes were the most violent 
since last November, when students 
flooded the streets of Jakarta during a 
special session of the People’s Consul- 
tative Assembly (mpr), Indonesia's 
highest legislative body. Back then the 
protesters wanted to force the Mpr to 
allow free elections and reduce the 
power of the armed forces. It led to In- 
donesia’s first free ballot in four dec- 
ades on June 7th, when a general legis- 
lative election was held. But 
Indonesia does not yet have a new 
government or a new president. All 
that will be decided by the new MPR, 
which was due to be swom in on Oc- 
tober 1st. It could hardly meet in more 
volatile circumstances. 

The leading presidential conten- 
ders are now jockeying for position, exploit- 
ing deep divisions in almost every major 
party. A huge banking scandal has engulfed 
the president, and further damaged confi- 
dence in Indonesia’s battered economy. 
Meanwhile, the generals continue to act as 
though they are running the country. The ar- 
rival of foreign troops under a un mandate 
in East Timor (see next story) has stoked up 
nationalist sentiment. And a decision on 
September 27th by the un, to conduct an in- 
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quiry into the behaviour of the Indonesian 
army during the mayhem in East Timor, has 
raised the stakes for the soldiers. 

Adding to the risks are the pk members 
themselves. Many can hardly be considered 
statesmen. The assembly will consist of 500 
members of parliament plus 135 representa- 
tives chosen by provincial assemblies and 65 








members of various bodies, such as wom- 
en’s and religious groups. 

Apart from the 38 seats guaranteed to the 
armed forces, the 462 parliamentary seats 
have been chosen by proportional represen- 
tation. The assignment of seats to each party 
has been reasonably fair, though the formu- 
la used was biased in favour of Mr Habibie’s 
ruling Golkar party. The picking of the peo- 
ple to fill the seats, however, has been open 
to manipulation. Local power-brokers have 


pushed their favourites, thwarting the wish- 
es of many voters and creating rifts within 
most of the parties. There are also fears that 
many MPR members, especially the ap- 
pointed representatives, will be bought. 

So any decisions the mer makes could 
easily outrage the public. The main one will 
be the selection of the president. For now, the 
choice remains between Mr Habibie and 
Megawati Sukarnoputri, whose Indonesian 
Democratic Party of Struggle won the most 
seats in the election. 

The presidential contest is complicated 
by three factors. One is that the outcome 
may turn out to lie with the armed forces, if 
they hold the balance of power. That could 
lead to trouble. The second is a rift within 
Golkar, which is led by Akbar Tanjung and 
Marzuki Darusman, his deputy. Mr Marzuki 
has been an outspoken critic of Mr Habibie, 
arguing that since Golkar won only 
22% of the vote in June it should jetti- 
son him as its presidential candidate. 

Mr Akbar has been more circum- 
spect, although he has assigned a 
number of seats in parliament to the 
anti-Habibie faction. Publicly, Mr Ak- 
bar continues to maintain that Mr 
Habibie is Golkar’s man, and this 
week confirmed that General Wir- 
anto, the controversial head of the 
armed forces, will be his vice-presi- 
dential nominee. But now that Mr Ha- 
bibie has been weakened by a bank 
scandal and the events in East Timor, 
Mr Akbar may in the end decide to 
ditch him. 

On October 17th, Golkar is due to 
hold a leadership meeting. If the anti- 
Habibie faction fails to dislodge Mr 
Habibie, it looks likely that Mr Akbar 
will lead a vote against him in the 
MPR, Siding with Miss Megawati. Mr 
Akbar has made two public appear- 
ances with her recently and has done 
little to scotch speculation that the 
pair would make a good team. 

The third complicating factor in 
the presidential battle is the erratic be- 
haviour of a broad swathe of Muslim 
parties. These include Islamist groups, 
led by the United Development Party, as 
well as two strong parties with secular fac- 
tions: Amien Rais’s National Mandate Party 
and Abdurrahman Wahid’s National Awak- 
ening Party. Although these three groups are 
not close allies, they have been attempting to 
pull together, publicly promoting Mr Wahid 
as a presidential candidate. 

That could prove a blow to Miss Mega- 
wati. She and Mr Wahid have long been al- 
lies. But Mr Rais’s and Mr Wahid’s parties 
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have rifts of their own: the chairman of Mr 
Wahid’s party is backing Miss Megawati, 
even as the other parties back Mr Wahid. 
Moreover, Mr Wahid is unpredictable. In a 
recent interview with an Indonesian maga- 
zine, he said he meets Miss Megawati fre- 
quently, but then contradicted himself and 
said they hardly meet at all. Asked about his 
health, he replied that he was in excellent fet- 
tle. He then fell asleep. 

Amid all this confusion, none of the can- 
didates has made a deal that looks like last- 
ing. That may change once the mpr starts to 
make decisions. One of its first will be to re- 
view the date for the presidential election, 
which is due on November 10th, but could 
be advanced by two or three weeks. The as- 
sembly will also appoint speakers for both 
the parliament and the mpr, at last provid- 
ing office-holders around which coalitions 
might form. It will also decide whether the 
president will be chosen in a secret or open 
ballot. That will determine how easily mem- 
bers of the two groups can break with their 
parties or double-cross those who have 
bribed them. 

Golkar is likely to push for an early vote 
on East Timor to ratify the August ballot in 
which the East Timorese voted so clearly for 
independence. But the matter might not be 
put to the merr until after the election of the 
president. Many of Mr Habibie’s rivals, espe- 
cially Miss Megawati, have gained plenty of 
mileage from his decision to allow the ballot. 
The longer East Timor remains an open and 
festering issue, the better their chances of 
discrediting him further. 

As the jostling continues, the world is 
turning up the heaton Indonesia. In addition 
to the un’s inquiry, a bill was introduced in 
the American Senate this week that could 
cut off aid. America’s defence secretary, Wil- 
liam Cohen, has warned Indonesia to get its 
soldiers in East Timor under control or face 
“political isolation and certainly some econ- 
omic consequences.” Democratic or not, the 
mpR faces some big decisions. 








East Timor 


Misadventure 
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NDONESIA ended its military occupation 

of East Timor this week in much the same 
way as it started it nearly 24 years ago, in an 
orgy of wanton violence. Even as Major- 
General Kiki Syahnakri transferred respon- 
sibility for security to the commander of the 
un-backed international force, Major-Gen- 
eral Peter Cosgrove, with a brief handshake, 
his own troops continued to wreak havoc in 
the capital, Dili, burning the last remaining 
buildings. “We built this place up,” said one 
soldier before boarding his boat to Jakarta. 
“Now we've torn it all down again.” 
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PHNOM PENH 


T ISatime of sombre reflection for many 

Cambodians as they mark the most im- 
portant event in their Buddhist calendar, 
Pchum Ben, or the festival of the dead. 
Families pray and make offerings at pago- 
das to appease the restless spirits of their 
ancestors. It is also a time when many 
Cambodians reflect on bringing to justice 
those responsible for the deaths of nearly 
2m of their countrymen in the late 1970s. 
Although many former Khmer Rouge 
leaders are still living freely in north-west- 
em Cambodia, two are in detention 
charged with genocide: Ta Mok, a former 
military chief now aged 72, and Kang 
Khek leu, known as “Duch”, once the 
head of the notorious torture centre, Tuol 
Sleng. Despite months of diplomatic ne- 
gotiations, Cambodia has underlined its 
determination to push ahead with their 
trial on its own terms. 

Legal experts from the United Na- 
tions, who were originally invited by the 
government to provide “assistance” in set- 
ting up a genocide tribunal, believe Cam- 
bodia’s courts are not sufficiently inde- 
pendent to meet the basic international 
standards of justice. But the prime minis- 
ter, Hun Sen, maintains that the genocide 
was a Cambodian tragedy and that it was 
Cambodians, not un peacekeepers, who 
eventually managed to bring about the 
end of the deadly guerrilla movement. So, 
argues Mr Hun Sen, it should be up to 
Cambodia’s courts to put the captured 
Khmers Rouges on trial. 

It had seemed that a middle way—a 
sort of international ad hoc tribunal held 
in Cambodia—might have been accept- 
able. But after a meeting between Mr Hun 
Sen and the un secretary-general, Kofi An- 
nan, in New York recently, and after fur- 





About 1,500 Indonesian troops are stay- 
ing on in East Timor as a token force until the 
territory is formally separated from Indone- 
sia. They are supposed to co-operate with 
the un’s troops, although no one is counting 
on it. Of far greater concern are the soldiers 
staying behind unofficially. Ten suspected 
members of the elite Kopassus special-forces 
regiment were captured by the Australian- 
led international force this week. 

Well-armed militia members were also 
taken into custody near the eastern town of 
Lospalos after nine people, including Ro- 
man Catholic nuns and a local journalist, 
had been shot dead last weekend. It is widely 
assumed, despite Indonesia’s denials, that 
some troops and militiamen are being al- 
lowed to remain in East Timor to sabotage 
the infant state. General Cosgrove has said 


Justice and the killing fields 
















































ther detailed negotiations with uN legal 
experts, that seems to have been vetoed 
by the government. The one thing that 
both it and the government agree on is the 
need to bring the elderly Khmers Rouges 
to trial as quickly as possible. 

Mr Hun Sen hasgiven the un three op- 
tions: appoint a minority of judges and 
prosecutors to a Cambodian tribunal; 
provide legal expertise; or withdraw from 
the proceedings altogether. After his re- 
turn from talks in New York, Sok An, a se- 
nior Cambodian minister, said this week 
that the government would seek legal 
help and advice from “friendly govern- 
ments” (thought to refer mainly to France, 
Japan and the United States) if the un did 
pull out. That might give the trial a veneer 
of respectability. 

One of the most energetic campaign- 
ers for a trial is Youk Chhang, head of the 
Documentation Centre of Cambodia, 
which has been gathering evidence of 
atrocities. “We have achieved one impor- 
tant thing,” he says. “There will be a trial; 
that wasn’t obvious two years ago.” But he 
would like it to be as independent and im- 
partial as possible. If it is considered un- 
fair, it will fail to exorcise the ghosts of 
Cambodia’s murderous past. 





Still haunted 





his men face a sustained guerrilla campaign. 

That is indeed what anti-independence 
leaders threaten from their bases near the 
border in West Timor. Without support from 
the Indonesian army, their campaign would 
have limited impact. But there are strong 
hints that they will get help. The regional 
commander, Major-General Adam Damiri, 
has given his approval to any of his soldiers 
who want to fight with the paramilitaries, so 
longas they take off their uniforms. 

The atrocities committed by Indonesian 
troops after the August 30th referendum on 
independence have already cost Indonesia 
dear. Financial assistance and bilateral mili- 
tary ties with western countries have been 
suspended. The United States has said that a 
restoration of its previous relations with In- 
donesia depends both on the armed forces 
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cutting their links with the militias 
and on an improvement in West 
Timor, where more than 200,000 
East Timorese are thought to have 
been moved. 

America wants the aid agen- 
cies waiting to deliver help to be 
given free access to the refugees. 
Instead, Indonesian officials are 
talking about moving them tooth- 
er parts of the archipelago. For a 
country that is so dependent on 
foreign help, such intransigence 
over a territory it has almost no 
prospect of getting back is hard to 
understand. But in the context of 
Indonesia’s chaotic domestic politics, it 
makes alittle more sense. 

The armed forces have been criticised by 
students and some politicians ever since the 
fall of President Suharto last year. Their sins 
range from the atrocities they have carried 
out in years gone by to their determination to 
retain a political role. East Timor is their great- 
est blunder yet. When B.J. Habibie, who re- 
placed Mr Suharto as president, agreed to the 
ballot on independence earlier this year, the 
soldiers responded by establishing militia 
groups in each of the territory's 13 districts. In 
aco-ordinated campaign of terror and intim- 
idation, people were warned that a vote for 
independence would result in a bloodbath. 

According to military sources, the sol- 
diers were convinced the tactic would work. 
When nearly 80% of the East Timorese voted 
for independence, it came as a shock. Troops 
and militias reacted by laying waste to East 
Timor and slaughtering anyone they associ- 
ated with the independence movement. 

Despite the storm of international criti- 
cism, General Wiranto, the commander of 
the armed forces, seemed reluctant to rein in 








Arms check in East Timor 


his rampaging troops. They were bitterly op- 
posed to relinquishing East Timor,a territory 
they believe they had annexed at great cost. 

Now the army must justify its actions to 
the Indonesian people. It is doing this by in- 
sisting that the referendum was fraudulent. 
One bit of supporting evidence, the soldiers 
claim, is the flight of a large proportion of the 
East Timorese population, which suggests 
that far more people wanted Indonesian 
rule to continue than the referendum sug- 
gested. Never mind that all the evidence 
points to a well-organised and often invol- 
untary evacuation. 

Another way the generals may be trying 
to make their point is by backing an armed 
campaign by the militias over the border. 
This enables them not only to show that 
there is continued resistance to an inde- 
pendent state, but also to point to the accu- 
racy of their prediction of chaos. None of this 
will impress aid donors. But with many In- 
donesians preoccupied with the meeting of 
the country’s new assembly and the picking 
of a president, the soldiers are eager to divert 
attention from their folly in East Timor. 





India 


The politics of extremism 


ARRAH, BIHAR 


The Bharatiya Janata Party seems set for another victory as India’s general 
election draws to a close. But the battle in the state of Bihar will continue 


ANG BAHADUR SINGH does not look 

much like the political face of a terrorist 
outfit. A white-haired man with a used-up 
appearance, Mr Singh squats in a dim, furni- 
ture-less room surrounded by upper-caste 
farmers united by grievance. Foreign-backed 
communists blockade work on their fields, 
they say. One flourishes what he claims is an 
extortion letter from a Marxist militiaman. 
Landlords and their families have been mur- 
dered. That is why Ranbir Sena, an upper- 
caste army responsible for multiple mas- 
sacres, took up arms. Mr Singh denies that 
the party that has fielded him as a candidate 
in India’s general election in this pocket of 
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central Bihar is a Ranbir Sena front, but ad- 
mits to having the blessing of its chief. 

Arrah, and the surrounding Bhojpur dis- 
trict, are where Bihar’s caste wars are at their 
fiercest. Since the 1970s, Naxalite (Maoist) 
groups have been trying to wrest land and 
decent wages from upper-caste landlords in 
the area, punctuating their campaign with 
atrocities of their own. The Ranbir Sena first 
made headlines in July 1996 by slaughtering 
19 dalits (untouchables) and Muslims. Now 
both extremes are on Arrah’s ballot: voters in 
the election, which ends on October 3rd, 
have had a choice of Mr Singh, the Commu- 
nist Party of India Marxist-Leninist (Liber- 
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ation), or cpi-ML, a Naxalite group that 
claims to have forswom violence, and vari- 
ous mainstream parties. More than 30 peo- 
ple were killed in Bihar’s first two rounds of 
voting, mainly by Naxalites. 

Arrah’s feuds are unusually sharp, even 
for Bihar, but the score-settling evident there 
is the basis of politics throughout India’s sec- 
ond-most-populous state. No one has ex- 
ploited caste resentments more effectively 
than Laloo Prasad Yadav, who rules almost 
single-handedly a state with a population 
bigger than Germany's and as poor as much 
of Africa’s. Mr Yadav created a coalition of 
middle and lower castes and Muslims to be- 
come the state’s chief minister in 1990. The 
rise of an illiterate cow-herder's son was the 
most striking symbol of political assertion 
by the oppressed against the upper castes, 
which had long dominated northern India. 

But now Mr Yadav may be in trouble. His 
Rashtriya Janata Dal party, which has joined 
forces with Sonia Gandhi’s Congress and 
one of the mainstream communist parties, 
faces a coalition of enemies. Bihar’s upper 
castes tend to support India’s ruling party, 
the Bharatiya Janata Party (sje); its main 
partner in the state is a new grouping, called 
the Janata Dal (United) or jo(u), which ap- 
peals mainly to middle and lower castes. The 
idea is to crush Mr Yadav between two jaws 
of the caste vice. 

The immediate effect would be in Delhi. 
Bihar sends more mrs to India’s Parliament 
than any state except Uttar Pradesh. And the 
ByP-jD(U) alliance, which encompasses the 
southern state of Karnataka as well, could be 
the central partnership of the ruling coali- 
tion if itis re-elected. Though Mr Yadav’s rule 
in Bihar is not directly at stake, state elec- 
tions, due anyway by March 2000, could be 
moved forward were he to lose badly. 

Bihar, long a laggard in development, 
has slipped back further since Mr Yadav 
took over. Economic growth all but ceased in 
the 1990s. Over half the population lives off 
less than 2,400 calories a day, compared 
with an average of a third for all of India. 
“The state is slowly withering away,” says 
Shaibal Gupta, of the Asian Development 
Research Institute in the capital, Patna. 

Bihar manages to spend less than half 
the development funds allocated to it by the 
central government; its power stations work 
at about 15% of their capacity, compared 
with an Indian average of around 60%. The 
state has all but given up providing basic ser- 
vices, from schooling to water supply. The 
private sector has filled some gaps, for exam- 
ple in education, which is provided by thou- 
sands of private schools to all but the poorest 
children. But with a tenth of India’s popula- 
tion, Bihar attracts a hundredth of its private 
investment. 

It is largely Mr Yadav’s fault. Any deci- 
sion of importance must be cleared by him 
or by a member of his cabinet, says an offi- 
cial in the state government. Bureaucrats are 
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Laloo the adored 


Mr Yadav’s servants, not the public’s. “Many 
of us have just given up,” says the official. 

He has got away with it, thanks largely to 
his rustic pugnacity, which he uses to needle 
the upper castes and charm the lower ones. 
But Lalooism’s appeal may be fading. Critics 
complain that he has not spread patronage 
far enough beyond the Yadavs and Muslims, 
who constitute the core of his support. He 
poses as the defender of the poor, but the up- 
per-caste state police have gone after leftist 
marauders with far more ferocity than the 
Ranbir Sena, which has allegedly killed 
some 400 dalits and others in the past five 
years. Though the Ranbir Sena is thought to 
support mainly the pyp, some Yadavs have 
lately become landowners. In 1997, Mr Yadav 
was forced to step down as chief minister 
after being charged with corruption. He in- 
stalled his unlettered wife in his stead. 

The sjer and its ally promise to rescue Bi- 
har from Mr Yadav’s “jungle raj”. But their 
strategy depends as much on caste calculus 
as on his poor record in government. The im- 
plausible alliance between landed and land- 
less castes (in some parts of Bihar, Ranbir Se- 
na and its victims) is likely to make more 
sense to politicians than to the people. Ram 
Vilas Paswan, a popular dalit leader whose 
non-aligned Janata Dal party had just one 
seat from Bihar in the last parliament, will 
have more clout as an ally of the pyr. Dalits 
will support it because “they have to stand 
by their leader,” says P. K. Sinha of the beefed 
up Janata Dal (United). 

On the streets of Patna and in the villages 
round Arrah, it is hard to detect the anti- 
Laloo wave touted by his critics. Everyone 
agrees that roads, schools and the like are 
dreadful, but not about whom to blame. A 
crowd of Laloo backers in Patna faults the 
city’s MP, a BjP man. Krishna Kumar Yadav, 
who is studying history with a view to get- 
ting a government job, sees no reason not to 
vote for his fellow Yadav. “Does any politic- 
ian do development work?” he asks. 

Such political fatalism may protect Mr 
Yadav’s base, but it also feeds the follow-the- 
leader voting his rivals are counting on. His 
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party lost ground in the 1996 and 1998 general 
elections. By next spring he may be out of 
power, if not out of politics. 

A new dispensation should bring some 
relief, if only because it is hard to imagine 
anything worse than the current one. But the 
ByP and jo(u) are bound to start bickering as 
soon as Mr Yadav is gone, first of all over 
which party will name the chief minister. A 
graver issue is how the alliance will sort out 
competing claims from its landed and land- 
less constituents. Mr Gupta reckons this elec- 
tion is a “semi-final” for the caste-based poli- 
tics mastered by Mr Yadav. Two elections 
hence, perhaps, the issues that matter to Bi- 
har’s people will also matter toits politicians. 
= ——— ee o 


Kazakhstan 


All the frills of 
party politics 


ALMATY 


HE presidentalelection in Kazakhstan in 

January did not bring the country much 
credit. The United States said the exercise 
had “cast a shadow” on its relations with the 
government of President Nursultan Nazar- 
baev, who was re-elected with a huge major- 
ity. Kazakhstan seems determined to do bet- 
ter on October 1oth, in the election for anew 
lower house of parliament, the Majlis. 

It will provide Kazakhs with their first 
experience of multi-party politics. In the last 
parliamentary elections, held four years ago, 
the candidates were not allowed to name 
their party affiliations on the voting slip. This 
time, the voters will know which candidate 
is attached to which of the ten registered par- 
ties. There are 67 constituency seats, with an 
average of eight candidates fighting for each 
seat, and another ten to be filled by propor- 
tional representation. 

All the parties claim to be able to right the 
country’s ills, and have vowed to revive in- 
dustry and agriculture. They promise to sup- 





port small and medium-sized businesses, 
create jobs and pay salary and pension ar- 
rears. But just how these admirable goals are 
to be achieved is unclear. Pensioners are par- 
ticularly aggrieved. A devaluation in April 
reduced by more than a third the dollar val- 
ue of the standard pension, to around $20 a 
month. The dollar is widely used in Central 
Asia as an unofficial currency. 

Kazakhstan’s 8m voters are also unclear 
how the parties actually differ. Few people 
can even name all the parties. This comes as 
no surprise. With a few exceptions, notably 
the Communist Party, the registered parties 
are less than a year old. They were formed 
either during the presidential-election cam- 
paign or shortly afterwards. 

Otan (“Fatherland” in Kazakh) is well 
known. It is led by a former prime minister, 
Sergei Tereshchenko. His deputy, Marat Os- 
panov, is the speaker in the Majlis. If Otan 
does well, as Mr Ospanov predicts, he says 
the party will push for a new government to 
carry out economic reforms. 

The Communist Party, which previously 
appealed mostly to the elderly, received a 
boost when its leader, Serikbolsyn Abdildin, 
came second in the presidential election, al- 
beit with a small vote. The party wants to 
give more power to parliament, greatly re- 
ducing the president's role. 

The head of the Republican People’s 
Party, Akezhan Kazhegeldin, a former prime 
minister, is a leading opposition figure who 
was barred from running for president on a 
technicality. He has also been barred from 
taking part in the parliamentary elections 
because of a contempt-of-court charge 
against him. On September 28th, his party 
said it was boycotting the elections for the 
Majlis, although some of its members will 
stand as independents. 

Kazakhstan's party system has been set 
up from scratch in a hurry. The hope is that, 
whatever their present shortcomings, the 
parties will eventually mature into useful 
servants of democracy. Many people fear, 
however, that their main role, at least for a 
while, will be to provide a decoration to 
beautify the appearance of a country under 
authoritarian rule. 


Nazarbaev serenades the voters 
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The great budget stalemate | 


Once again, Congress has failed to pass a budget on time. Don’t just shrug 


OCKING the follies of Congress is a 
time-honoured tradition. “Suppose 
you were an idiot,” said Mark Twain, “and 
suppose you were a member of Congress. 
But I repeat myself.” The current Congress 
would have won a wry nod from him. 
America’s fiscal y2x problem begins on 
Friday, October 1st. That is the first day of the 
government's fiscal year 2000. American leg- 
islators have done little to prepare them- 
selves for the event. This spring, Republican 
leaders promised to pass the 2000 budget in 
an orderly and timely way. In theory, that 
means passing 13 spending bills for the presi- 
dent to sign before the fiscal year starts. So 
far, Congress has sent Bill Clinton four bills. 
He has signed one, vetoed one and is threat- 
ening to strike down six others. The speaker 
of the House has acknowledged that there is 
no chance of abiding by the timetable and 
Congress has done the equivalent of stop- 
ping the clock: it has passed a stop-gap bud- 
get that keeps spending at current levels for 
three weeks while everyone keeps arguing. 
Republican leaders still hope to get 
agreement on the rest of the 13 bills in se- 
quence by the end of October. That is almost 
inconceivable. They disagree among them- 
selves about whether they can live within 
the spending limits (“budget caps”) agreed 
upon in 1997. They disagree with the presi- 
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dent about defence and education spending. 
And, for the president to sign their budget, he 
must not only agree to all 13 bills (unlikely in 
itself), but also to some formula allowing 
Democrats and Republicans to pretend they 
have fulfilled a promise never to spend the 
big surplus generated by the Social Security 
fund for other budgetary purposes. This can 
be done only at the end, not as part of a se- 
quence. The most likely outcome is a giant 
last-minute budget passed some time in No- 
vember or December after an orgy of bar- 
gaining and special-interest pleading. 

All that is bad enough. But, in addition, 
Congress is failing to get through other laws. 
So far this year, the House has managed to 
agree on only 55 items of legislation, most of 
them minor things such as naming public 
buildings. It did manage to pass an emergen- 
cy financing bill for the Kosovo war and a bill 
giving state governments more flexibility in 
spending federal money on education. But 
of the big items, most are going nowhere. 

This was the year Social Security (pen- 
sions) was supposed to be “saved”. But there 
is no agreement on this huge social change. 
The same goes for the other grand hope of 
1999, reforming Medicare. Bills to reform 
campaign finance and the bankruptcy code 
have passed the House but are vulnerable to 
being talked into oblivion in the Senate. The 





House and Senate cannot agree on what sort 
of gun-control measure to pass. A bill to cut 
taxes by $792 billion over the next ten years 
was vetoed by the president last week. The 
only significant bills that stand a chance of 
becoming law are those that would increase 
regulation of health-care providers and re- 
duce regulation of banks. Even if they pass, 
these are slim pickings. 

There have been worse periods of con- 
gressional under-achievement. In 1995-96, 
the government had to shut down because 
there was no budget to pay its bills. Last year 
the budget was passed in a last-minute 
scramble, and Congress’s leaders vowed 
never to go through that again. 

But there is a difference between then 
and now. In 1995 came a confrontation bet- 
ween radical Republicans and a bruised Bill 
Clinton. Last year’s budget battles took place 
during the impeachment war. This year 
there is no such excuse. There are no big 
changes in entitlements or radical tax re- 
forms in the offing. This is not an election 
year, though it seems like one. The budget 
surplus increases every time you look at it 
(the latest forecast puts it at $115 billion this 
year), which should make hard choices a lit- 
tle easier. If Congress cannot pass a budget 
smoothly now, it never can. 

Yet, when allis said and done, how much 
does its failure so far matter? Many will say: 
very little. Assume that, after all the brink- 
manship, next year’s budget ends up much 
like this year’s. The surplus will then be used 
to trim the national debt, an outcome econ- 
omically desirable and politically popular. 
Nothing wrong with that. 

In addition, this is an unusual Congress. 
The Republicans have a majority of six in the 
House, the narrowest since 1955. With that 
tiny margin, the only way to get anything 
done is through bipartisan agreement. And 
that is impossible because impeachment 
has left amity in such short supply. Gridlock 
is intractable now—but it may vanish after 
next year’s election. 

More than that, the end-game on the 
budget accurately reflects the calculations 
that the various parties are making for those 
polls. The Democrats want to run a cam- 
paign against a “Do-Nothing Congress”. The 
Republicans want to avoid doing anything 
that might upset the electoral chances of 
George W. Bush: an aim which, given their 
low public standing, can best be achieved by 
avoiding doing anything. In short, both sides 
are risk-averse—so leaving everything to the 
last minute is a political calculation. 

Unfortunately, in making this choice, 
Congress is exacerbating several trends that 
do matter. During the budget debates, the 
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Republicans have brought themselves even 
further into disrepute by gimmickry: pre- 
tending that the every-ten-year census is an 
emergency; proposing to delay spending on 
the poor into the next fiscal year; even sug- 
gesting that the year should be counted as 13 
months (an idea that proved too ludicrous 
even for Congress). 

More important, the gridlock is changing 
the budget-making process for the worse. 
Usually, the most important cog in this ma- 
chine is something called the appropriations 
committee. It acts a little like a regulator,oran 
umpire. Legislation and spending proposals 


come from other committees; the “appropri- 
ators” fix the House’s priorities by choosing 
how much to spend on what. On the whole, 
these members—in the past congressmen 
and women of long service—have acted in a 
surprisingly bipartisan way: votes in com- 
mittee usually passed with large majorities. 
But the recent gridlock has changed the 
refereeing process. First, it has made the ap- 
propriators more important. With other 
parts of Congress unable to make decisions 
smoothly, more and more of the business of 
the House has been loaded on to their com- 
mittee. But, as a result, the practice of choos- 





MONG Republican candidates for the 
presidential nomination, the fight is 
well and truly on. In one comer, soldier- 
Senator John McCain, with his trim figure 
and helmet-cap of silver hair; in the other 
Pat Buchanan, with the mien and elo- 
quence of an Irish brawler. 
Mr Buchanan, who now 
teeters near the edge of his 
party, has produced a book 
that calls on America to 
withdraw from world com- 
mitments. Mr McCain, an- 
nouncing his candidacy in 
New Hampshire on Sep- 
tember 27th, called Mr Bu- 
chanan’s argument “a fool's 
errand”, and said there was 
“no safe alternative” to 
American leadership. He 
seemed toget a more enthu- 
Siastic response from the public. 

Some of Mr Buchanan’s friends fear 
he may have self-destructed, going out in 
atypical blaze of bangers and Roman can- 
dles. Perhaps he has. But his book, “A Re- 
public, not an Empire” (Reg- 
nery) should hardly 
surprise either his enemies 
or his devotees. America 
did very well all through the 
19th century, Mr Buchanan 
argues, because it heeded 
Jefferson’s words about 
“entangling alliances”, 
wasting neither men nor 
treasure on foreign wars. It 
should not have fought the 
German Kaiser in 1917 (“no 
vital interest’), nor Adolf 
Hitler in the 1940s (“no 
threat”). If it wishes to remain the world’s 
pre-eminent power in the 21st century, it 
must give a wide berth to the Kosovos, So- 
malias and East Timors that constantly 
cry for its attention. “Masterly inactivity” 
(the phrase of Calhoun, President Mon- 
roe’s secretary of war) is the role Mr Bu- 
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The John and Pat show 








chanan prefers for his country. 

Some reputable scholars support Mr 
Buchanan in his views of American invol- 
vement (and non-involvement) in the two 
world wars. What is less palatable is the 
book's crude stress on national self-inter- 
est. For Americans, it says, 
only America should mat- 
ter. Mr Buchanan rages 
against the uN, the wro and 
a previously unknown ani- 
mal, “the managerial elites 
of the New World Order”. 
Allies in South-East Asia 
and Europe must do their 
own fighting, and America 
must cut down its (actually 
quite small) dependence on 
trade. The single pillar of 
American foreign policy 
should be the Monroe Doc- 
trine; the country’s priorities are to guard 
against “hostile bastions in this hemi- 
sphere” and to try to keepimmigrants out. 

Sentiments like these proved a gift to 
Mr McCain on Monday. Already armed 
with his sterling war record, 
the senator could now revel 
in his internationalism and 
his eagerness to take on the 
role of commander-in- 
chief. His campaign was a 
“mission”, he said, to in- 
spire America to lead in “a 
volatile and changing 
world.” He was fully pre- 
pared, as president, to be “a 
lonely man in a dark room 
when the casualty reports 
come in.” 

Will this win votes? It 
was stirring stuff on the hustings, and just 
what America’s friends abroad would like 
to hear. But the truth is that most Ameri- 
cans these days are somewhere between 
the ardent Mr McCain and the blazing Mr 
Buchanan: not wanting disengagement, 
but not wanting the casualties either. 
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ing less partisan people, prepared to rein in 
the House’s pork-barrel traditions, has been 
thrown out. The number two in the Repub- 
lican hierarchy, the fiercely partisan Tom De- 
Lay, has in practice been overseeing the com- 
mittee. So, just as the appropriators’ agenda 
has become overloaded, they themselves are 
suffering a breakdown in bipartisanship. For 
the moment, the probable result is that, yet 
again, America’s spending decisions will be 
made in an uth-hour scramble to produce 
an omnibus budget bill. There are several 
reasons to worry about this development. 
Except for the negotiators, no one has a 
chance to read the budget properly before 
voting on it. No serious, or even trivial, de- 
bate is possible. If American politicians 
smoked, this would be the politics of smoke- 
filled rooms. 

The process is also a feeding frenzy for 
special-interest groups. Every lobbyist from 
the National Restaurant Association (which 
opposes a rise in the minimum wage) to the 
nursing-home industry (opposed to more 
regulation) is now in overdrive, seeking to 
have its bit of legislation included, unob- 
served, at the last minute. 

And, lastly, the process alters the balance 
of power between Congress and president 
in unpredictable ways. At the moment, it is 
assumed that Mr Clinton has an unfair ad- 
vantage in the 11th-hour haggling because, if 
the government shuts down, Congress gets 
the blame (which happened in 1995). This 
gives him the chance to impose policies as 
the price of signing the budget. Last year, he 
got an estimated $20 billion-worth of spend- 
ing above what Congress wanted. In fact, 
this is more a tribute to Mr Clinton’s skills of 
brinkmanship than an in-built presidential 
advantage. Faced with similar omnibus bills 
in the 1980s, Ronald Reagan used to argue 
that they put the president at a disadvantage 
because he had an all-or-nothing choice to 
make. Either way, it is hardly a rational ap- 
proach to writing a budget. 

The process is always messy. Congress’s 
trains never run on time. Occasionally, they 
come off the rails. Now, though, Congress is 
scheduling its train wrecks in advance. 

— = 





Policing 
The sultans of 
SWAT 


Te men get ready for action. They don 
body armour, camouflage outfits, face 
masks and helmets. They check out their 
weapons—semi-automatic Beretta pistols, 
Heckler & Koch mp5 submachine guns, flash 
grenades and 12-round shotguns known as 
“street sweepers”. They are ready to do the 
job. But this is no military commando setting 
out to fight a distant foreign enemy or a band 
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They don’t think like police, either 


of ruthless terrorists; the heavily armed men 
are not soldiers, It is a scene routinely re- 
played every day throughout the United 
States by growing numbers of civilian Amer- 
ican police officers. 

Over the past two decades the number 
of Special Weapons and Tactics (swat) teams 
has grown steadily. The bloody catastrophes 
brought on by over-aggressive federal swat 
teams at Waco and Ruby Ridge have barely 
dented the growing popularity of paramili- 
tary police units. According to surveys con- 
ducted by Peter Kraska, a professor of crimi- 
nology at Eastern Kentucky University, 90% 
of police departments in cities with popula- 
tions of more than 50,000 people have swat 
teams, as do 70% of those in cities with pop- 
ulations of fewer than 50,000. The growth in 
the use of such units has been especially rap- 
id in the past ten years, says Mr Kraska. There 
has been “a fundamental shift in American 
policing, away from the traditional civilian 
ethos toa militaristic mentality.” 

This shift has been encouraged by both 
Congress and successive presidents mostly, 
although not exclusively, in pursuit of the 
“war” against drugs. As the drug war escalat- 
ed, the federal government not only began 
using the armed forces to go after drug traf- 
fickers, sometimes inside as well as outside 
the United States, but also told them to help 
police forces with training and equipment. 
Between 1995 and 1997, the Department of 
Defence gave police departments 1.2m 
pieces of military hardware, including 73 gre- 
nade-launchers and 112 armoured personnel 
carriers. Police forces throughout the coun- 
try have been given m-16 assault rifles. The 
Los Angeles Police Department has 600 of 
them. Many swar teams have received train- 
ing from special-forces units. Most are used 
to search for drugs and to arrest drug dealers. 
There isa solid incentive: police departments 
can often keep the cash and other assets con- 
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fiscated in such raids, 

“The police have been 
incrementally militarised 
in thename of an unwinna- 
ble war on drugs,” argues 
Joseph McNamara, who 
has been chief of police in 
Kansas City and San Jose, 
California’s third-largest 
city. Now a research fellow 
at the Hoover Institution, a 
think-tank, Mr McNamara 
believes that the militarisa- 
tion of civilian police forces 
has been a “disaster”, re- 
sulting in the routine use of 
levels of force that would 
have been considered scan- 
dalous in the past, despite 
the fact that the danger 
which the police them- 
selves face, measured by 
the number of those killed 
in the line of duty, has ac- 
tually been diminishing. 

Although there are no firm statistics on 
the number of shootings or killings by swat 
teams, the Waco disaster in 1993, in which 80 
people died, is far from an isolated example 
of overkill. The swar team in Albuquerque, 
New Mexico, was disbanded last year after 
the city had been sued by the family of a sui- 
cidal man who had been chased through the 
woods by swat officers and then shot and 
killed. The town of Dinuba, California (pop- 
ulation 15,269), is in financial straits after a 
federal jury awarded $12.5m earlier this year 
to the family of a 64-year-old farm worker 
who was killed by the local swat team after 
they had crashed through his front door 
looking for a stolen gun which was never 
found. In July two members of a swat team 
outside Atlanta died while attempting to 
storm a house in which a 40-year-old man 
had barricaded himself and his 73-year-old 
mother after an argument with the neigh- 
bours. The man was subsequently killed bya 
police marksman. 

In a recent report for the Cato Institute, a 
right-wing think-tank, Diane Weber points 
out that the growth of paramilitary police 
units and collaboration with the Depart- 
ment of Defence has blown a huge hole in a 
barrier between the armed forces and do- 
mestic law enforcement which, contrary to 
the practice in many other countries, had al- 
ways been cherished in America. “The 
mind-set of the soldier is simply not appro- 
priate for the civilian police officer. Police of- 
ficers confront not an ‘enemy’ but individ- 
uals who are protected by the Bill of Rights,” 
says Ms Weber. “These units are going into 
public housing projects, into black neigh- 
bourhoods, as if they're hostile territory.” 

Supporters of swar teams agree that 
their task is different to a soldier’s and that 
they have to operate within the law, but in- 
sist that most do so. David Klinger, a profes- 
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sor at the University of Missouri and a for- 
mer Los Angeles police officer, says that 
police forces are quite justified in using mil- 
itary techniques and hardware when trying 
to rescue hostages, and in other tight corners, 
provided the swar teams are properly 
trained. The use of military tactics to “dom- 
inate” an area can actually reduce the 
chances of a shooting, he claims. In the 
course of conducting a study of swat teams 
for the National Institute of Justice, the re- 
search arm of the Department of Justice, Mr 
Klinger has interviewed dozens of swat offi- 
cers. “Most understand that they're operat- 
ing under the same constraints as other po- 
lice officers,” he says. 

Do they? As part of his research, Mr Kras- 
ka spent two years training and patrolling 
with various swat teams in the mid-1990s. 
He reports that many officers found the guns 
and other military paraphernalia, as well as 
the entire experience of being in a special pa- 
ramilitary unit, “intoxicating”. “Just putting 
onall the gear got them pumped up,” he says. 

He concedes that special units are justi- 
fied for certain hostage-rescue tasks, but says 
that 90% of police forces with swat teams no 
longer confine their use to such incidents. 
Most, his surveys show, are regularly de- 
ployed to serve drug warrants or for routine 
patrols of particular neighbourhoods. And 
he claims there is no statistical correlation 
between the use of swat teams and changes 
in the crime rate. Their use is growing not be- 
cause of rising crime, or because there is any 
evidence that they reduce it, he says, but be- 
cause police officers want them. 


Health care 


Bradley's NHS 


ii, Eiin on four legs at dawn, two 
legs at noon, and three legs at sun- 
set?” asked Bill Bradley on September 28th, 
quoting the ancient oracles. Man, of course. 
The ex-senator from New Jersey is certainly 
hoping that his plans to provide health cov- 
erage for America’s 45m uninsured (bigger 
than anything yet put forward by Vice-Presi- 
dent Al Gore, and much bigger than the plan 
offered on the 28th by House Republican 
leaders) will have at least a leg to stand on 
come the Democratic nomination. 

At the heart of Mr Bradley’s proposals is 
a comprehensive programme of tax credits. 
Their aim is to improve the access of low-in- 
come Americans and others, such as the self- 
employed and those working in small busi- 
nesses, to basic medical services by boosting 
their insurance coverage. Under the new 
scheme, adults earning less than $16,400 in a 
family of four and all those currently en- 
rolled in Medicaid (the joint federal and state 
health insurance scheme for the poor) will 
have an annual tax rebate of $1,800 to pay the 
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full premium of the health insurer of their 
choice; there will be a sliding scale of tax 
credits for those making up to $32,800 a year. 

Mr Bradley’s proposed benefits for chil- 
dren are even more generous. Currently um 
Americans under 19 are uninsured, and the 
senator would like to see all children en- 
rolled in a health insurance scheme at birth. 
To encourage this, refundable tax credits 
equal to the value of complete insurance 
coverage will be awarded to pay for young- 
sters in families with less than $32,800 in an- 
nual income, and there will be smaller sub- 
sidies for families earning up to $49,200. Both 
adult and child premiums could be deduct- 
ed from federal income tax, even by the self- 
employed. 

And what will it cost to extend health in- 
surance coverage to 95% of Americans? At 
least $55 billion a year, according to Mr Bra- 
dley. The money will come from that bit of 
the budget surplus not earmarked for Social 
Security, and will be partly offset by savings 
in unnecessary medical procedures and by 
computerising paperwork. 

Robert Blendon, a health-care policy ex- 
pert at Harvard University, notes that many 
of Mr Bradley's ideas for universal insurance 
and tax credits had an earlier outing in 1994, 
at the time of the ill-fated Clinton reforms. 
But Mr Blendon gives Mr Bradley full marks 
for avoiding the “civil war” which broke out 
over the Clinton’s schemes for heavy-hand- 
ed government control of the health-care 
system. Instead, Mr Bradley is all for choice: 
those receiving the tax credit are free to 
choose their health insurer from the public 
sector or from private managed-care compa- 
nies, as long as the insurer meets certain gov- 
ernment standards. They can even join the 
Federal Employees Health Benefits Program 
(Fesp), which covers 9m government 
workers and their dependents and whose 
benefits are particularly generous (not sur- 
prising, given that Congress is on its rolls). 

Although Mr Bradley’s proposal has 
been met with some enthusiasm from both 
Democrats and moderate Republicans, 
many are concerned about its lack of fine 
print. Jack Ebeler, director of the health-care 
group at the Robert Wood Johnson Founda- 
tion, wonders how Mr Bradley will both cov- 
er the uninsured and shore up Medicare out 
of the same budget surplus, and still sustain 
the programme if the pot empties during an 
economic downturn. Mr Ebeler is also con- 
cerned that Mr Bradley’s sliding credit scale, 
unless carefully designed, might destabilise 
the bedrock of American health insurance, 
employer-sponsored plans, by prompting 
small companies to dump their schemes 
and shunt their workers over to the plan de- 
vised by Mr Bradley. 

He is certainly pleased, though, to see the 
problem of America’s uninsured put back 
on the political agenda. How will voters re- 
spond? Better ask the oracle. 

—_s 
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Nuclear waste 


Out of sight 


WASHINGTON, DC 


HAT keeps Bill Richardson, America’s 

energy secretary, awake at night? Chi- 
nese spies? The rising power of opec? No: 
“What worries me most in this job is what to 
do with 50 years’ worth of nuclear waste.” 

Congress ordered the Department of En- 
ergy (DOE) to begin removing spent, but still 
dangerous, nuclear fuel from the five dozen 
or so commercial nuclear power plants 
around the country by 1998. But—surprise!— 
legal and political obstacles got in the way. 
As the utilities have already paid the govern- 
ment some $15 billion up-front for a perma- 
nent solution to their waste problem, they 
are understandably upset. They worry thatif 
the poe does not start removing their spent 
fuel, they will run out of storage space on site 
and, possibly, might have to shut their nucle- 
ar plants down altogether. They are now su- 
ing the poe to force it to clean up. 

Meanwhile Frank Murkowski, head of 
the Senate Energy Committee, has come up 
with a revised nuclear waste bill, which he 
expects to be put toa Senate vote by October 
4th. The centrepiece is support for the con- 
troversial plan to dispose of the country’s 
commercial nuclear waste at one site in the 
Nevada desert: Yucca Mountain, about 90 
miles from Las Vegas. At present, the swirl of 
scientific and political uncertainties around 
Yucca threaten to hold it up until at least 
2010, or even kill it altogether. 

Mr Murkowski views his new bill as a 
compromise effort with the Clinton admin- 
istration. A rival version that passed the 
House Commerce Committee in April was 
not so conciliatory: it ordered the DoE to 
open a temporary storage site in Nevada by 


2003, ensuring a presidential veto. But Mr 
Murkowski has bowed to Mr Richardson's 
request that the beleaguered por be allowed 
to take legal title of commercial waste on site. 
That matters, because it simply does not 
have anywhere to put the 40,000 tonnes or 
so of waste that America’s commercial nu- 
clear plants have already produced. 

Yucca Mountain has its problems any- 
way. Water will inevitably flow through the 
mountain’s porous rocks to the waste canis- 
ters—and may then corrode them, and cause 
them to leak. Government experts say they 
are reasonably confident that Yucca will be 
safe, and interim studies confirm that. But 
the people of Nevada do not agree. The Ne- 
vada Agency for Nuclear Projects (NANp), the 
state body that is meant to work with the 
DOE on Yucca, is instead fighting a spirited 
rearguard action to thwart the plan altogeth- 
er. Just this month, the agency revealed that 
the plan would require waste to be shipped 
through 43 states and over 100 cities. It pro- 
vides maps of the likely routes on the Inter- 
net, together with anti-Yucca news clippings 
and pleas for citizens to join the campaign. 

What if the Yucca initiative finally col- 
lapses? The way the current law is crafted, no 
other sites may be used for permanent stor- 
age. Yet it is far from clear that sticking the 
nuclear waste in a hole in Nevada (or any- 
where else) is the best solution. Some coun- 
tries, like Britain, reprocess their spent fuel. 
Others use new technologies such as vitrifi- 
cation to reduce the volume or diminish the 
hazards of waste during storage. Present 
American policy actually forbids such pro- 
cesses, although the Murkowski bill recom- 
mends that they should be pursued. 

There is another view of the Yucca crisis, 
expressed by Joe Strolin of the NANp. He be- 
lieves that all the current activity is a result of 
pressure from the nuclear industry to get this 
problem off its books in order to push ahead 
_. with the next generation of 








Now, where to put it? 


power plants. He argues 
that storing waste exactly 
where it is now, on site and 
increasingly above ground, 
is perfectly safe for the next 
1000r 150 years. In that time, 
“technology will advance 
by quantum leaps, and we 
may discover that geologi- 
cal disposal may not be the 
best answer atall.” 
Discarding the element 
of self-interest, his argu- 
ment makes sense. Tech- 
nology is sure to advance in 
coming years, and burying 
waste at Yucca could turn 
out to be a mistake: that 
hazardous waste may one 
day be seen asa useful ener- 
gy resource. And the Yucca 
plan may be flawed in an- 
other way. Shipping deadly 
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nuclear waste off to the desert and sticking it 
in the ground is almost guaranteed to make 
people forget about it. The best spur to future 
generations to clean up the waste may well 
be to store it above ground, in plain sight of 
the communities that heedlessly benefit 
from nuclear power. 

a 





Labour unions 


Wal-Mart wins 
again 


BENTONVILLE, ARKANSAS 


FEW weeks ago, members of the United 

Food and Commercial Workers union 
descended on Wal-Mart stores and invited 
the workers to wonder whether they were 
getting their rights. Enough, said Wal-Mart, 
and went to court. On September 16th a 
judge in Bentonville, where the company 
has its headquarters, issued a temporary re- 
straining order telling the urcw not to tres- 
pass on Wal-Mart property. 

The company’s lawyers claimed that the 
union people had handed out literature to 
workers at 120 Wal-Mart stores while they 
were trying todo their jobs, and had violated 
Department of Agriculture guidelines by en- 
tering places where meat was kept, cut and 
wrapped. The union plans to appeal, and de- 
nies that its members did anything wrong: 
they were just distributing explanations of 
the law on working schedules and benefits, it 
says, plus union membership cards. There 
are, as usual, legal complications. The judge, 
Don Huffman, who is the Benton County 
chancellor, told the union to stay off Wal- 
Mart’s property in all 50 states. But it is not 
clear that his order is valid outside Arkansas. 

This was the latest of the union’s attacks 
on Wal-Mart. Last December nearly 1,000 
unionists swarmed through Bentonville’s 
city square after a march from Wal-Mart's 
headquarters. In February the union sent 
representatives to several Wal-Mart stores in 
Ohio to recruit new members. This led the 
company’s lawyers to write to the union ask- 
ing it to stop its “interference with Wal- 
Mart’s lawful business activities”. Neverthe- 
less, in May the union organised a nation- 
wide protest against Wal-Mart before 
Mothers’ Day, claiming that although Wal- 
Mart employs more women than any other 
American retail store (more than two-thirds 
of its employees are women), recent court 
cases have revealed a grim picture of sexual 
harassment and discrimination at its stores. 

The urcw, with 1.4m members, is one of 
the country’s biggest unions. But Wal-Mart is 
a Goliath. It has 2,454 stores in the United 
States, including 613 Wal-Mart Supercentres 
and 453Sam’s Clubs. It has another 729 stores 
in the restof the world. It grosses $135 billion a 
year, the Gpp of South Africa, and has recent- 
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CHICAGO 


NCE again, the south shore of Lake 
Michigan may be graced by the 
world’s tallest building. The Chicago Plan 
Commission has given the go-ahead for 
a 108-storey skyscraper in the heart of 
downtown Chicago that would soar to 
1,550 feet, or 2,000 feet (610 metres) with 
the antennas on the top. That is well 
above both the Petronas Towers in 
Kuala Lumpur and Chicago's former 
record-holder, the Sears Tower. Chi- 
cago has been fuming ever since the 
international body that pronounces 
on tall buildings decided to count the 
spires on the Petronas Towers, but not 
the antennas on the Sears Tower. 
The developer, European Ameri- 
can Realty, says it has financing in 
place for the $500m-dollar project 
and commitments to lease a chunk of 
its 765,000 square feet of office space. 
The building will contain 40 floors of 
condominiums; the developer ex- 
pects some units to fetch $1.5m or 
more. It also counts on revenue from 
two 450-feet antennas broadcasting 
digital television signals. 

Will it get built? The City Council 
still needs to approve the project. 
One hurdle is the economics of sky- 
scrapers. Richard Green, a property 
economist at the University of Wis- 
consin, argues that they are dispro- 
portionately expensive to build 
and operate. And this project car- 
ries two more uncertainties. 

First, digital television is a new 
and unproven commodity, which 
makes it difficult to work out the 
value of the broadcasting anten- 
nas. Second, the building's 360 resi- 
dential units will be in the heart of 
the business district, an area that 
has long emptied itself at the end 
of the working day. Most property 
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experts wonder whether the investors, 
described so far only as “a consortium 
of financial institutions from the Asian 
rim”, will really open their cheque- 
books for such a risky venture. 

Is this a sign that the commercial- 
property market has once again lostits 
head (see page 94)? Probably not. 
Most analysts consider the Chicago 
market to be healthier than it has 
been for most of the decade. Despite 
America’s prolonged economic ex- 
pansion, the city has had virtually no 
new top-quality office construction 
since the beginning of the 1990s. De- 
mand has finally caught up with 
supply; vacancy rates are roughly 
half what they were after the over- 
building of the late 1980s. 

When projects are put on the ta- 
ble, lenders now demand more equi- 
ty from developers and more pre- 

leasing. The growth of real-estate in- 
vestment trusts (REITS), publicly 
traded companies that invest in 
commercial properties, has also 
brought more transparency to an in- 
dustry in which deals were often 
made in secret. Michael Moskow, 
president of the Federal Reserve 
Bank of Chicago, recently cited in- 
creased prudence on the part of 
property lenders as one sign that the 
economic party has not yet got out 
of hand. 

Scott Toberman, president and 
ceo of European American Realty, 
hopes to start construction of his 

record-breaking skyscraper by the 
middle of next year. And even the 
sceptics concede that the design, 
by Skidmore, Owings & Merrill, 
would be an intriguing addition to 
what is already America’s best ur- | 


al 


Perrvvreryirvi tiie 


f 





ban skyline. 





ly branched into petrol and insurance. The 
unions have repeatedly failed to crack its de- 
fences. Of its 780,000 or so employees in the 
United States, not one belongs to a union. 
(One store in Canada has been unionised, 
but only because Canadian regulators insist- 
ed on it.) The company runs regular internal 
surveys to measure its workers’ content- 
ment. Stock boys rise to become vice-presi- 
dents; cashiers plough part of their pay- 
cheques into the company’s stock owner- 
ship plan in the hope of getting rich quick. 
Wal-Mart's critics retort that all this 
grossly exaggerates the satisfaction of its 
rank-and-file workers. When the unions try 
to enlist its employees, the company reacts 


swiftly and heavy-handedly, and surveil- 
lance cameras pop up on rooftops to record 
the actions of picketers. 

If any union can crack Wal-Mart, it 
should be the urcw. In 1953, union member- 
ship in the United States peaked at 26.9% of 
the labour force. By 1997, it was down to 
14.1%. The UFCW has to organise 75,000 to 
80,000 workers a year just to stay even, be- 
cause of the high turnover in the industry it 
covers. Despite all this, it keeps on growing. 
Yet Wal-Mart remains unshaken. It may now 
seek a permanent restraining order which, it 
hopes, will forever squash the union’s at- 
tempts to disrupt the discount dreamland. 

— s 
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ayer: 








I; IS understandable that the publication of Ronald Reagan’s of- 
ficial biography (a mere 14 years after it was commissioned) 
should revive America’s obsession with its 40th president. The 
story of how the star of “Bedtime for Bonzo” went on to become 
the grave-digger of communism is of more than passing interest. 
And Edmund Morris’s book, “Dutch: A Memoir of Ronald Rea- 
gan” (Random House), has its fair share of surprises, not least the 
claim that, by 1987, the president’s advisers were so worried about 
his mental state that they considered removing him from office. 

Let us hope that the obsession does not continue for too long. 
Anybody who goes looking for the soul of Mr Reagan is bound to 
be frustrated. (Mr Morris found the search so vain that, after a bout 
of depression, he recast his biography as a memoir, writing parts of 
it from the point of view of fictional characters.) And anybody 
who looks for the soul of the modern Republican Party in Reagan- 
ism is bound to be frustrated, too. The presiding genius of modern 
Republicanism is not the much-loved Gipper but his successor, 
“Poppy”, otherwise known as George 
Herbert Walker Bush. 

When Mr Bush left office in 1992 he 
was one of the most vilified figures in 
his party. He had won a brilliant vic- 
tory over Saddam Hussein, only to be- 
come a byword for patrician goofi- 
ness. He had lumbered the party with 
a vice-president whocame straight out 
of “Saturday Night Live’. (Dan 
Quayle’s decision on September 27th 
todrop out of the presidential race was 
greeted with howls of despair among 
Hollywood gag-writers.) And, worst of 
all, he had handed the keys of the 
White House to Bill Clinton, an act that 
most Republicans regarded as akin to 
handing the keys of the weekend cot- 
tage to Marilyn Manson. 

Yet today the Republican Party is 
much more Mr Bush’s party than Mr 
Reagan’s. His eldest son, George W., 
has such a lock on Republican money 
that right-wingers have started mut- 
tering about campaign-finance re- 
form; and if W. stumbles, tripped up 
by his hell-raising past, his solider 
brother Jeb is ready to carry the family 
banner in 2004. The brothers are not 
only in charge of two of the most dynamic states in the country, 
Texas and Florida; they are also using them to test such Republican 
enthusiasms as school choice and faith-based organisations. 

The elder Bush is an ever-present force in his son's campaign, 
peppering his Austin headquarters with e-mails, offering advice 
on tricky personal questions and preparing for his own most gru- 
elling year of international engagements since leaving the White 
House. Many of the son’s foreign-policy advisers (but not his do- 
mestic or campaign gurus) come from Daddy's old staff. Condo- 
leezza Rice is advising W. about Russia; she served in President 
Bush’s National Security Council. Paul Wolfowitz advises on de- 
fence. He used to be an under-secretary of defence. And soon. 

George W.even owes his signature idea of compassionate con- 
servatism to his father. (Remember all the talk in 1988 about a “kin- 
der, gentler” nation and the “thousand points of light’?) He also 
owes him something that may prove to be an even more powerful 


Poppy knows best 















asset:a political name toconjure with. 

A recent poll in New Hampshire found that a quarter of the 
voters there support him for the simple reason that they admire 
his father. Focus groups are discovering that many floating voters 
give their embarrassment at rejecting the father in 1992 as one of 
their most important reasons for liking the son in 2000. 

As Bushism advances to the heart of his party, Reaganism re- 
treats to the margins. The party has all but disappeared in Mr Re- 
agan’s home state, California. Many of Mr Reagan’s putative heirs 
on the right have committed hara-kiri; religious and economic 
conservatives are at each other's throats; and MrClinton has made 
a good job of winning back the Reagan Democrats. Mr Reagan’s 
contribution to politics was to put his name to an ideology. Mr 
Bush has done something much more in line with conservative 
principles: he has revitalised a political dynasty. 

The obvious retort to this argument is that Junior is far from 
being a carbon-copy of his father. Although they both enjoyed 
preppie educations at Andover and 
Yale, and both became fighter pilots, 
Senior shone at everything he did—he 
earned a Phi Beta Kappa key at univer- 
sity and the Distinguished Flying 
Cross—while Junior just coasted. 

They are both middle-of-the-road 
Republicans. But the road has shifted 
sharply rightward since Senior’s glory 
days. Junior is keener on school choice 
and tax cuts than his father; he is also, 
on the negative side, much more igno- 
rant of foreign affairs. (It is hard to 
imagine Senior, for all his verbal clum- 
siness, confusing Slovakia with Sloven- 
ia or talking about the Grecians.) They 
both threw themselves into public ser- 
vice. But Senior was happiest playing 
geopolitics in the comfort of the White 
House Situation Room; his son thrives 
on the stump. 

This has given George W. some of 
the personal characteristics of Ronald 
Reagan, allied to the instincts and allies 
of George Bush. Junior’s childhood in 
Texas left him with the sunny convic- 
tion that people can remake their lives, 
provided they have both the will and 
the opportunity, just like the drillers 
and roustabouts who poured into Odessa. It also provided him 
with membership of a club from which his father was forever 
blackballed: the club of regular guys. He spent his time at Andover 
goofing around rather than preparing to be president. At Yale, he | 
preferred drinking with his sports-obsessed fraternity brothers to 
discussing world affairs at the Skull & Bones. In all this, he has more 
in common with the Hollywood actor and lifeguard than with his 
father, the epitome of east-coast preppiness. Even today, like Mr 
Reagan, George W. regards the nation’s capital as an inward-look- 
ing club full of insufferably worthy people, and he has staffed his 
campaign with Texan friends rather than Washington insiders. 

Bush Senior has spent the past two decades being unfavour- 
ably compared with another regular guy with an optimistic mess- 
age about the future of America. But in grooming his eldest son for 
office, he is trying to prove that the Bush clan can beat the Reagans 
of this world at their own game. 
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leading to results.” 





At Deutsche Bank shared trust leads 
to a deep understanding of our clients’ 
needs. An understanding that translates 
into lasting relationships and superior 
solutions. 


Our aim is to earn our clients’ trust, 
daily — another reason why 
Deutsche Bank is leading to results.™ 
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e Miles that do not expire 
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Fly free with just one flight — join WorldPerks now! 
Don’t miss your chance to earn free travel with just one flight. To enroll in Asia Pacific’s most generous mileage program, simply 
complete and return the form below by toll-free fax today. 
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The Caribbean’s tarnished 


jewel 


KINGSTON 


Economic difficulties, the drug trade and criminal violence have combined to 
turn Jamaica into a country in seemingly relentless decline. There are signs of 


hope, but not many 


HE newspaper headlines were lurid: 

“Three shot dead in ganja field”; “Sodom 
and Gomorrah in Ocho Rios”; “Thugs strip 
homes as residents cower in fear”.Yet it has 
been a quiet week. The terror was of an 
everyday kind to which Jamaicans have be- 
come grimly accustomed. In a country of 
2.6m people, last year there were 953 mur- 
ders, most of them in the capital, Kingston 
(population: 707,000). And 145 suspected 
criminals were shot dead by the police. 

Many others among the island states of 
the Caribbean have their share of prob- 
lems—small, vulnerable economies, corrup- 
tion, money laundering and the drug trade 
among them—but they also show clear signs 
of progress, including steady economic 
growth recently. Not Jamaica: its economy is 
declining, and the government is struggling 
to maintain law and order. 

Local gang leaders, the dons, control 
drugs and protection rackets. In such King- 
ston neighbourhoods as Matthews Lane and 
Tivoli Gardens, they, not the police, keep the 
lid on petty criminals, and they kill suspect- 
ed informers. Gang disputes can flare from 
almost trivial incidents. After a gang mem- 
ber’s mother was punched in June, nine 
neighbours were shot dead in three weeks. 

Jamaica’s malaise has many facets. They 
include rising poverty. Gop per person has 
fallen by 7% since 1991. The minimum wage 
was recently raised, to $30 per week, but 
many Jamaicans work in the “informal” 
economy, and earn less. 

The economy's prospects are poor: out- 


Growth deflator 


Jamaica: 








GDP 





% i. on a year earlier 


put is set to shrink in 1999, for the fourth con- 
secutive year, and recovery is unlikely until 
2001 at the earliest. Debt interest eats up 41% 
of government revenue. Tourism is stagnant, 
partly because of unflattering reports of 
crime and violence. Export industries, in- 
cluding bauxite, sugar, bananas and cloth- 
ing, suffer from low international prices or 
high costs (or both), After a string of bank col- 
lapses, 70% of the financial system is now in 
the hands of a state rescue agency. Lending 
rates are over 33%, and many businesses now 
have hefty debts. 

Twice in the past year, discontent has 
erupted in rioting. It happened first in Sep- 
tember 1998, after a powerful don was brief- 
ly held on an attempted-murder charge, and 
then again in April, when the government 
raised the petrol price by 30%. Pessimists fear 
new, and fiercer, riots. 

Crimeand violence are not just the result 
of poverty. The deep social rift between 
Kingston’s middle-class “uptown” and im- 
poverished “downtown”, are to blame too, 
as are the scars of history. As well as slavery, 
these include the conflicts of the 1970s, when 
Edward Seaga’s Jamaica Labour Party (JLP) 
opposition and Michael Manley’s People’s 
National Party (pnp) government aligned 
themselves with rival gun gangs, and tore the 
country apart. Those battles reverberate still, 
which is why there have been calls for a 
“truth and reconciliation” commission, a bit 
like South Africa’s, But the idea has been re- 
jected both by the prime minister, Percival 
Patterson, who leads the pnp, and, not sur- 
prisingly, by Mr Seaga, who 
still leads the JLP. 

The illegal drug industry 
has added to the problems. 
Ganja, or marijuana, has 
long been a local crop. Per- 


tion takes it; country gran- 
nies feed children ganja tea 
for the flu. Some marijuana 














Sources: Jamaican police: Daily Gleaner, EIU 
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is exported. But the serious 
money is in trans-shipping 
cocaine. Most comes in by 
small “go-fast” speedboats 





Under the gun in Jamaica 


from Colombia, and is transported to the 
United States by other means. According to 
the United States’ customs, in the 12 months 
to September 1998, 37% of drug-carrying pas- 
sengers (known as “mules”) arrested at 
American airports were from Jamaica 
(though not all of them were Jamaican na- 
tionals). Since then, mule traffic from Jamai- 
ca has risen still further, according to several 
close watchers. 

Jamaicans play a similar role in cocaine 
trafficking to Britain. But consumption of 
coke and crack is still a minority taste in Ja- 
maica—and even ganja-smoking Rastafar- 
ians denounce its corrosive social effects. 

Drug control places heavy demands on 
police time. So far this year, 588 hectares of 
marijuana fields have been destroyed; 44 
tonnes of the crop have been seized; and 
4,400 people have been arrested on drugs 
charges. Yet that has little impact on supply. 
Last month, the annual conference of the 
ruling pnp voted by a big majority for a gov- 
ernment commission to look at legalising 
ganja (but not cocaine). Legalisation is op- 
posed by K.D. Knight, the national security 
minister. Instead, he proposes a special 
drugs court which would give non-violent 
offenders non-custodial sentences and 
counselling. 

Since July, the army has been patrolling 
the streets and beaches jointly with the po- 
lice. Mr Knight says that over the past two 
years the murder rate has fallen by 10%, and 
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other serious crimes by even more. Jamaica, 
he says, is “a safe tourist destination”. He 
may be right. Most of the tourists stick to the 
north coast, where the crime rate is fairly low. 

Jamaicans have been “hanging in there” 
for a generation. They may continue todo so, 
helped by remittances from those who have 
migrated to New York, Toronto or Britain. 
There are enough new cars (or at least sec- 
ond-hand ones imported from Japan) to 
gridlock Kingston’s rush-hour traffic. Com- 
panies from Trinidad and Barbados have in- 


vested in cement and insurance businesses. 
Optimists—and they do exist—talk of new 
hotels, public-sector reform, bauxite invest- 
ments and relaxing the telecoms monopoly. 

Others hope for a miracle. Outside an 
evangelical church in the financial district of 
New Kingston, a sign proclaims: “Sickness. 
Misery. Depression. Broken Heart. Unem- 
ployment. Disappointment. Bad Luck. 
Twelve bishops will take your prayer re- 
quest to Mount Sinai for your total change.” 
They have plenty of takers. 





Peru 


Fujimori’s corny opposition 


LIMA 


VEN after nine years in power, Alberto 
Fujimori still likes to keep his country- 
men guessing. Not until December will he 
announce his intentions for next April’s elec- 
tion. Yet few doubt that Mr Fujimori will run, 
and indeed he may win. That is partly be- 
cause many Peruvians support his firm rule, 
which has restored economic and political 
order to his country. But it is also because a 
weak and divided opposition has so far 
failed to throw upa compelling alternative. 
Polls give Mr Fujimori a 50% approval 
rating, but are more ambivalent about his 
electoral chances. One recent national poll 
gives him 31% support, compared with 
around 25% for each of his two closest rivals, 
Alberto Andrade, the mayor of Lima, and 
Luis Castaneda Lossio, a former head of the 
social-security agency. If opposition leaders 
sound unconfident about their ability to 
close this gap, it is partly because it has been 
widening in recent months—but also be- 
cause they fear government dirty tricks. In- 
deed, they question Mr Fujimori’s right to 


run at all, since the 1993 constitution allows 
an incumbent president to be re-elected 
only once. Mr Fujimori was first elected in 
1990, under an earlier constitution (which he 
later suspended, with the army’s help). His 
supporters in Congress and the courts have 
ruled that this term should not be counted. 
The opposition also claims that many of 
the government's social programmes, such 
as the building of numerous new schools, are 
aimed primarily at boosting the president's 
support among Peru’s 12m poor. If so, the tac- 
tic seems to be working: Imasen, a polling 
company, finds that Mr Fujimori’s popular- 
ity is rising fastest among poorer Peruvians. 
Opponents face other obstacles. Mr An- 
drade has been pelted with stones by uni- 
dentified attackers while campaigning; in a 
recent incident, protesters attacked his Lima 
home with stones and clubs, while the police 
looked on. As for Mr Castañeda, his cam- 
paign may have been hurt when Congress 
voted to change the name of the social-secu- 
rity agency. Last month a congressional com- 














If we’re very good, that nice Mr Fujimori will build us a new school 
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mittee voted to investigate his management 
of it, even though this was widely praised 
when he left the job four years ago. 

A third opponent is Alan Garcia, who 
was Peru’s president from 1985 to 1990, but 
whose chaotic term was marked by hyperin- 
flation and an uncontrolled guerrilla insur- 
gency. He faces corruption charges, and fled 
abroad in 1992. Now he plans a comeback as 
acandidate for Congress. But in August Con- 
gress approved a law banning any former of- 
fice-holder who faces criminal charges from 
running for election. 

Even so, the opposition mainly has itself 
to blame for its weakness. It is poorly orga- 
nised, fissile and lacking in policy ideas. Mar- 
tha Hildebrandt, the president of Congress, 
compares the opposition to “an ear of dry 
corn: every time you touch it, more kernels 
fall off.” One of the features of Mr Fujimori’s 
decade of dominance has been the near-dis- 
appearance of the traditional political par- 
ties that had competed for power in Peru 
during the previous half century. Almost 
half of the 51 opposition members in the 120- 
seat Congress are independents. 

Mr Andrade may still turn out to be a se- 
rious rival to Mr Fujimori. As mayor, he has 
brightened up Lima’s crumbling colonial 
centre. In Javier Silva Ruete, a former finance 
minister, he has a shrewd economic adviser. 
But beyond talk of tax cuts and decentralisa- 
tion, Mr Andrade’s policy ideas are vague, 
and he has failed to build a strong national 
organisation. Mr Castaneda has tried to rally 
support from the provinces; he wants to see 
tighter regulation of privatised utilities. 

The two men’s best hope might eventu- 
ally be to join up: a single opposition slate, if 
it were credible, might defeat Mr Fujimori, 
says Giovanna Penaflor, of Imasen. Both 
have said they might be willing to discuss an 
alliance. But time is running out. 

Even so, Mr Fujimori cannot afford to re- 
lax. When it comes to voting, Peruvians tend 
to make up their mind at the last minute, 
sometimes in unexpected ways. A month 
before the 1990 election, Mr Fujimori, then a 
little-known university rector, barely figured 
in the opinion polls. 
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Mexico 


End of the affair 


MEXICO CITY 


HE chances of Mexico's Institutional 

Revolutionary Party (pri) extending its 
seven-decade grip on power for yet another 
six years received a double boost this week. 
First, the pri won an unexpectedly clear vic- 
tory in the last state election before next 
July's presidential vote. And then a pro- 
posed opposition alliance, aimed at fielding 
a single anti-pri candidate in next year’s 
presidential election, collapsed amid re- 
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An official gunpowder plot 


MEXICO CITY 


IREWORKS are central to any Mexican 

celebration. Indeed, the shattering 
sound of rockets and fire-crackers is part of 
everyday life, in even the sleepiest-seem- 
ing small town. But fireworks, too, are part 
of everyday death in Mexico. On Septem- 
ber 26th, in the centre of Celaya, in the state 
of Guanajuato, north-west of 


limit. The state prosecutor began investi- 
gating Mr Ojeda in July 1998, after a search 
for stolen goods in his warehouse turned 
up two tonnes of fireworks. Locals say that 
the fireworks were confiscated, but retur 
ned to Mr Ojeda a few days later. The in- 
vestigation was passed on to federal prose- 





Mexico city, a warehouse full of 
fireworks blew up, setting off a 
chain of explosions and killing at 
least 61 people. 

Such carnage is not new. Last 
year, six people were killed and 34 
injured when an explosion razed 
houses in Tultepec, a firework- 
making town near the capital. In 
the 1980s, two similar blasts killed 
more than 100 people. Because of 
this history, fireworks are all but 
illegal in Mexico. Yet Mexicans 
buy them anyway. So who is to 
blame for the explosions? Almost 
everyone, it seems. Which means 
nobody in particular, of course— 
just the venal incompetence that 
passes for Mexican petty officialdom. 

In Mexico city, firework sales are now 
banned outright. Elsewhere, vendors who 
can get a permit may hold only 10kg (221b) 
of stock at a time. Ignacio Ojeda, the owner 
of the Celaya warehouse (who died in the 
blast), had a permit. But locals say his shop 
window alone held many times the legal 





A fatal case of regulatory failure 





cutors, who notified the defence ministry. 
Nothing came ofit. 

National and state officials are now 
blaming local ones. Federal prosecutors are 
investigating the chief municipal inspec- 
tor, Francisco Villalobos, and four of his 
staff, for improperly issuing permits for the 
sale of fireworks, without the necessary 





criminations. The alliance, involving the 
conservative National Action Party (PAN), 
the left-of-centre Party of the Democratic 
Revolution (pr) and six smaller groups, had 
always seemed implausible. The ostensible 
issue on which it foundered was the method 
for selecting a candidate. On September 
28th, the PAN rejected acompromise suggest- 
ed by an independent group of worthies. 

The PAN is the strongest opposition 
party; many of its members believe it can 
beat the pri single-handed. Its presidential 
nominee, Vicente Fox, a former Coca-Cola 
manager, certainly thought he would beat 
the prp’s Cuauhtemoc Cardenas—the 
mayor, until he resigned this week, of Mex- 
ico city—in any race for the coalition’s candi- 
dacy. 

So what was the pan afraid of? It wanted 
the alliance’s candidate chosen by opinion 
poll, rather than a primary election—as the 
proposed compromise involved—out of fear 
that this would be infiltrated by the pri. But 
some political analysts have long argued 
that, in fact, neither the pan nor the pro real- 
ly wanted an alliance, since they disagreed 
on too many policy questions. However, nei- 
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ther party dared pull out of their talks, and 
thus risk being blamed for allowing the pri 
to win again. 

Now even Manuel Camacho, an ex-PR1 
politician who was the alliance’s biggest pro- 
moter, says bitterly that there was a “lack of 
will”. Milenio, a weekly magazine, has re- 
ported that the prp’s president, Amalia Gar- 
cia, had urged Mr Cardenas to ditch the alli- 
ance idea last month, because of the pAN’s 
obfuscations. Mr Cardenas inisted on wait- 
ing. Sure enough, now the PAN and Mr Fox 
are carrying the public burden of responsib- 
ility for the alliance’s failure. 

Ironically, the opposition had managed 
to form an alliance in an election for gover- 
nor of the northern state of Coahuila, held 
on September 26th. In three previous state 
elections where the opposition was united, it 
had won. This time it lost, polling barely 
more than half the votes of the pri. The dif- 
ference: in the other states, the opposition 
candidate had been a pri dissident, who had 
defected after the ruling party had imposed 
aless popular nominee by fiat. 

In Coahuila, the prt held a primary, and 
picked a strong candidate. His opponent was 





— 
authorisation from the defence ministry. 
Mr Villalobos counters that it is the minis- 
try’s responsibility to ensure that sellers 
who hold permits do not have huge secret 
caches. The regional military commander 
retorts that possession of fireworks is a 
criminal offence, and so is a matter for the 
civilian authorities. 

Other vendors, without permits, were 
also selling fireworks openly, as the inspec- 
tors apparently knew. A shopworker crip- 
pled in the blasts says inspectors 
came by every week—to take 
bribes. Only five shops in Celaya 
had permits, but since the blasts 
federal investigators have seized 
some 14 tonnes of fireworks, some 
in warehouses just yards from 
one of the explosions. 

The making of fireworks is 
supposed to be as strictly con- 
trolled as their sale, with all gun- 
powder coming from the defence 
ministry. But this is one Mexican 
monopoly which appears not to 
be enforced. Importing fireworks 
is illegal, according to a trade- 
ministry official. “But in my vil- 
lage in Oaxaca |in south-eastern 
MexicoJ’, he adds, “people buy 
lots of Chinese fireworks. They come over 
the border from Guatemala.” 

The authorities have, predictably, 
started a crackdown on illegal sales. That 
could rather dampen the millennium cele- 
brations. A more effective response might 
be toset light to the red tape and start again, 
preferably with a reformed civil service. 











a PAN politician who seems to have attracted 
few voters from other parties. This suggests 
that, even if the opposition managed, 
against all odds, to form a national alliance, 
led either by Mr Fox or by Mr Cardenas, this 
might not add up to the sum of its parts. As 
for the pri, it has drawn its own lesson from 
the state elections: on November 7th, it will 
hold a primary to pick its presidential candi- 
date. For the pri, all the news is good news. 
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the world will change. 
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Race, law and poverty 
new South Africa 


JOHANNESBURG 


in the 


South Africa’s policy of positive discrimination is intended to raise up the 
majority who were crushed under apartheid. Unfortunately, though many 
middle-class blacks are benefiting, poor blacks could end up even poorer 


NDER apartheid, there was only one 

black employee at Koeberg, South Afri- 
ca’s high-security nuclear power plant. His 
job was to run away from the guard dogs, to 
train them to bite blacks. In the new South 
Africa, non-whites and other “previously 
disadvantaged” groups, which include 
women and the disabled, are entitled to pref- 
erential treatment in hiring, promotion, uni- 
versity admissions and the award of govern- 
ment contracts. In all, close to 95% of the, 
population—with blacks at the top of an un- 
defined scale—are newly privileged. 

On the face of it, the case for corrective 
action to make up for the injustices of the 
past seems unanswerable. For the past half- 
century in South Africa, skin colour was the 
single most important determinant of a per- 
son's chances in life. Whites, no matter how 
lazy or dim, were all but guaranteed a secure 
job at a state-owned firm. Blacks, no matter 
how bright or energetic, were barred from 
most desirable forms of employment. The 
ruling African National Congress (Anc) be- 
lieves, like the late Lyndon Johnson, Ameri- 
ca’s president in the 1960s, that you do not 
take a person who, for years, has been hob- 
bled by chains and liberate him, bring him 
up to the starting line in a race, and then say: 
“You are free to compete with all the others.” 
So the anc has passed a number of laws de- 
signed to help people to catch up. 

Partly as a result, the black middle class 
has expanded apace. The proportion of 
black managers in the civil service was 6% in 
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1994: by 1997, the proportion was 38% in the 
central government and 66% in the provin- 
cial administrations. In private business, fig- 
ures are harder to come by, but the propor- 
tion of black managers appears to have risen 
rapidly in 1994-96, and then to have stuck 
somewhere between 10% and 20%. 

The reason, say businessmen, is that the 
supply of suitably skilled blacks has run dry. 
Under apartheid, blacks were deliberately 
deprived of a decent education. The first five 
years of ANC rule have done little to improve 
matters. South Africa’s schools are still a 
mess, awash with guns, and desperately 
lacking textbooks and discipline; its univer- 
sities train pitifully few black doctors, law- 
yers or engineers. The able new education 
minister, Kader Asmal, is trying to knock the 
system into shape. But the results will not be 
felt in the job market for years. 

Since well-educated blacks are scarce, 
companies fight over them. For instance, a 
large industrial firm, Barlow, offers newly- 
qualified black accountants roughly 20% 
more money than their white colleagues, 
plus an “entry-level smw”, pension, health 
benefits, in-house training and fine pros- 
pects for promotion. Even so, “after a few 
months, they are mercilessly head-hunted,” 
says Tony Phillips, Barlow’s chief executive. 
Demand for black high-fliers is ravenous; 
only the supply is lacking. 

But the government still believes that 
black advancement is being blocked by rac- 
ist white bosses, and that the solution is 





tougher laws. The case for this rests on the as- 
sumption that white businessmen will nev- 
er treat blacks fairly without coercion. 

This is questionable. Doubtless, many 
white South African bosses are bigots. But 
discrimination has costs. In the past, South 
African firms objected to many aspects of 
apartheid, because they affected profits. Job 
reservation for whites forced companies to 
overpay their white staff, denied them the 
benefit of black skills, and led to volcanic re- 
lations with black unions. As apartheid laws 
crumbled, market forces led to an improve- 
ment in black wages and jobs, well before 
the ANC came to power. Between 1975 and 
1990, average real black earnings in manu- 
facturing increased by almost 50%, according 
to the South African Institute of Race Rela- 
tions. For whites, the figure was 1%. 

Reverse discrimination is intended to 
help the poorest. But the policy's main bene- 
ficiaries are middle-class blacks, who have 
already largely overcome the results of past 
discrimination. The really poor, most of 
whom are black, lose in two ways. 

First, they receive worse public services. 
Black-owned firms can charge more than 
white ones and still win government con- 
tracts. This helps black entrepreneurs, but 
means that the government builds fewer 
houses and lays fewer water pipes with its 
limited budget. Second, race laws hinder 
growth and aggravate unemployment. Aca- 
demics at South African universities avoid 
the subject for fear of being branded racist, 
so there are no good estimates of the size of 
the problem. But hiring on a basis other than 
merit is unlikely to foster excellence. 

One case illustrates how tricky it is to be 
racially correct. In 1997, Sarita van Coller, a 
white woman, applied for a job at Eskom, 
the state-owned electricity provider. She 
scored the highest mark by a wide margin on 
an aptitude test, but the job was given to a 
Coloured (mixed-race) applicant. She pro- 
tested to a labour arbitrator, and won. The 
arbitrator ruled that there was nothing 
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wrong with giving preference to blacks or 
Coloureds, but that Eskom should not dis- 
criminate unfairly against whites. It is, of 
course, impossible to do both. 

Since the Eskom case, new legislation has 
complicated matters further. The Employ- 
ment Equity Act, which came into force in 
August, obliges firms with more than 50 em- 
ployees to submit annual progress reports to 
the government on their efforts to make their 
workforce “demographically representa- 
tive”: that is, roughly 75% black, 52% female 
and 5% disabled at all levels from the shop 
floor to the boardroom. Some allowance is 
made for the size of the pool of “suitably 
qualified” individuals. But if someone com- 
plains, it is up to the employer to prove his 





iran 


Be warned, 
don't joke 


TEHRAN 


WO rash students published a short sa- 

tirical play about the Twelfth Imam, one 
of the holiest figures in Shia Islam, in an ob- 
scure university magazine. Their jokey at- 
tempt to lampoon campus conservatives at 
Tehran’s Amir Kabir University misfired, 
and is now being widely condemned for rid- 
iculing the faith. A senior ayatollah, Hossein 
Mazaheri, declared them apostates on a par 
with Salman Rushdie, the writer whose 
death was ordered in a fatwa by the late Aya- 
tollah Khomeini. He demanded that they be 
put to death “under the sacred law of Islam”. 
The students were arrested by Iran’s intelli- 
gence service, and on September 28th a 
crowd was stage-managed outside the uni- 
versity gates to call for their execution. If con- 
servatives decide to make an example of 
them, they could be done for. 





The crowd wanted blood 
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innocence. That a black applicant lacks the 
necessary qualifications is not sufficient rea- 
son for hiring a white instead. The employer 
must prove that the applicant could not 
have acquired the relevant skills in a reason- 
able time. Non-compliers face hefty fines. 

Beyond this, a draft “promotion of 
equality” bill, which is due to be enacted 
next year, will affect all employers, no matter 
how small, as well as individuals, private 
clubs and professional bodies. It bans all dis- 
crimination on grounds of race or sex, as well 
as for pregnancy, age, disability, belief, cul- 
ture, language or social or economic status. It 
also forbids the dissemination of views 
which might “promote inequality”. 

Many firms hope that, given the paucity 
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Hardliners have seized the chance to ac- 
cuse President Muhammad Khatami of al- 
lowing western-style freedoms to flourish at 
the expense of Islamic sanctities. The timing 
of the scandal seems to have been orches- 
trated. The play was published in late Au- 
gust, but a newspaper waited until Septem- 
ber 23rd, the day university classes resumed, 
to expose it. Campuses are ripe for another 
explosion, similar to the one in July that un- 
dermined Mr Khatami’s reform programme. 
This week, the president urged students not 
to take the conservatives’ bait. The reformist 
interior minister has given warning of a se- 
cret plan, code-named “Catastrophe II”. 

The conservative clerical establishment 
believes it holds a monopoly on religious in- 
terpretation. And, indeed, it must believe so: 
if competing versions of Islam were allowed, 
the role of the clerical hierarchy could be 
called into question. And if their religious 
role were questioned, so would be their right 
to govern: their legitimacy as the country’s 
top rulers is derived from their anointed sta- 
tus as clerics. 

To halt such questioning, clerics, from 
one end of the country to the other, are using 
their pulpits to denounce the insidious ad- 
vance of intellectual freedom.The reformers 
are fighting back, noting that the president 
was elected on his promise to tolerate differ- 
ent readings of Islam. In any event, they say, 
Mr Khatami, as a cleric in his own right anda 
direct descendant of the prophet, is commit- 
ted to preserving the Islamic system. 

The pawns in this debate are the two un- 
fortunate students. In their amateurish little 
play, a student called Abbas is having a con- 
versation with the Twelfth Imam, whose re- 
turn to earth to usher in an era of perfect jus- 
tice is eagerly awaited by all pious Shias. 
Abbas has been praying for the imam to re- 
appear to help him with his exams. The 
imam tells him he will return on Friday. Ab- 
bas protests he will be busy that day and 
asks the imam, who has been absent for 1,254 
years and 55 days, to wait just one more day. 
In the end, the imam vanishes, forever. 

a 





of labour inspectors, they will escape unin- 
spected. But the “promotion of equality” bill 
allows any disgruntled present, former or 
would-be employee, or any third party act- 
ing “in the public interest” to sue. Lawyers 
can accept cases on a no-win, no-fee basis. 
Large firms will probably be able to cope 
with these laws, albeit at a cost in time and 
efficiency. Many small firms, already strug- 
gling with high interest rates, a skills short- 
age, crime and a stagnant economy may go 
bankrupt. At the least, the laws will aggravate 
an already marked reluctance among busi- 
nessmen to hire new staff. At a time when, 
by one estimate, only one new entrant to the 
labour market in 30 finds formal employ- 
ment, this would do the poor no favours. 





Jerusalem 


A mouse in a 
spot of trouble 


ABU DHABI 


AS it cowardly surrender or tactful 

compromise? Arabs are sharply split 
over their handling of the row about Israel's 
portrayal of the whole of Jerusalem as its 
capital at Walt Disney’s Millennium Village, 
due to open in Florida on October ist. After a 
hurricane of indignation, including talk of 
an Arab boycott of Disney products, the offi- 
cial Arab protest appears to have spentitself, 
exhausted. Although Disney did bend to the 
storm, it did not bend all that much. 

Senior Arab officials are being charged, 
by the public and even a few of their col- 
leagues, with treachery. A prominent Gulf 
ambassador, an Arab billionaire and even 
Yasser Arafat himself are all said to have re- 
assured American businessmen that they 
had nothing to fear from an Arab boycott. 
On September 24th, Arab foreign ministers, 
meeting in New York, accepted Disney's 
compromise assurances and decided to do 
nothing. “The Arab lion has turned into a 
mouse,” lamented one Gulf newspaper. 

To the quiet delight of many Israelis, the 
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looking for a travel experience that’s out of this world, take off to Australia on Ansett’s new 747 Spaceship. 





ANSETTAUSTRALIA 





A STAR ALLIANCE MEMBER J 





*Best long haul Business Class. Inflight Research Service, Oxford, England, 1996, 1997. 









once again exposed Arab frustrations and di- 
visions. Arab political commentators point 
out that, if Arabs cannot even agree on how 
to.confront what they see as Israeli political 
propaganda at a family theme park, what 
chance do they have of securing rights to Je- 
rusalem as Palestine’s future capital? 

Israel’s carefully crafted exhibit features 
a film showing Jerusalem’s 3,000-year-old 
history through Israeli eyes. All verbal refer- 
ences to the city as Israel’s capital have now 
been taken out. But Israelis know, and Arabs 
fear, that anyone visiting the exhibit will still 


-< fudged resolution to this emotional issue has 


leave with the impression that all of Jerusa- 
lem, both East and West, is an integral part of 
Israel. The Palestinians claim East Jerusalem 
as their rightful capital; the world has never 
accepted its occupation by Israel in 1967. 

The fierce little affair may have left the 
Arabs looking a bit feeble, but it flashes a 
warning to the- peace negotiators who, 
among much else, have to settle the future of 
Jerusalem. Arab feelings about the Palesti- 
nians are ambivalent, particularly in the 
Gulf states, but about Jerusalem, the third- 
holiest city in Islam after Mecca and Medina, 
they are clear—and passionate. 
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Online in Saudi Arabia 


How women beat the rules 


JEDDAH 


The Internet is proving a blessing to two disparate groups in the Middle East, 
both of them deprived: Saudi women and Palestinians. First, the Saudis 


HEN the Internet came to Saudi Ara- 

bia at the beginning of this year, it 
transformed the lives of many would-be 
working women. Getting around and mak- 
ing contacts is no easy matter for any Saudi 
businesswoman, hobbled by her country’s 
traditional laws and restrictions. But with 
the Internet, the problem is magically lessen- 
ed. No surprise, therefore, that unofficial sta- 
tistics suggest that two-thirds of Internet us- 
ers in Saudi Arabia are women. 


A licence to run a private business was ; 


first given to a Saudi woman in 1977, long be- 
fore the Internet. Now, more than 3,000 
women are working in the private sector. 
Many of them manage their own companies 
or shops, usually smaller than those run by 
men but still competitive. Most of their 
stores are connected in some way to fashion, 
and they include some of the most elegant 
boutiques in the country. The owners, mak- 
ing the most of the Internet, can now visit 
fashion shows around the world without 
moving from their homes. 

Other women have struck out in slightly 
different directions. For instance, Samira al- 
Hamad is a newcomer, having gone into 
business only a few months ago. Her com- 
pany, which she also manages, organises 
parties and meetings, using the Internet. So 
far, she has organised some 35 events. In the 
seven months she has been working she has 
made about $65,000. She learnt her trade 
through specialised sites on the Internet and 
finds that she can order all she wants from 
anywhere in the world. 

Another example is Haifaa al-Turki, who 
is trying to get a licence to open her own trav- 
el agency. For three years she has been orga- 
nising travel through four different agencies 
in her home city, Riyadh. She is greatly 
helped by the Internet but thinks she could 
triple the $40,000 or more she makes from 
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commissions if she worked independently. 

Even with the Internet, Saudi women, 
whether they work for the government, for 
private employers or themselves, are frus- 
trated by the rules that forbid all women to 
drive. Rumour has it that these regulations 
may be gradually relaxed soon, although po- 
tential drivers would still be bound by strin- 
gent conditions. Nothing official has been 
said but the word going round is that work- 
ing women aged 35 and above may be al- 
lowed to drive at certain times of the day 
within their own town or city. This, if true, 
could lead slowly to a wider relaxation. 

The guess is that the numbers of Saudi 
businesswomen will grow by at least 200% 
during the five-year development plan that 
begins in 2001. “If the past and present are 
biased towards men,” says a Saudi econo- 
mist, “the future will definitely be on the side 
of women.” Well, maybe, with the help of 
the Internet and a calmer attitude to driv- 
ing—and a lot of other things too. 
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Palestinian refugees online 


Virtual bridges 


BETHLEHEM AND BEIRUT 





CATTERED to every land after Israel’s es- 

tablishment, the Palestinian refugees 
have been trying tenaciously for the past - 
half-century to preserve bridges from their 
homeland to their various destinations. But 
as a poor people—1.1m of Palestine’s 3.5m ref- 
ugees live in camps—they have rarely been 
able to use advanced technology to reach 
one another. The information highway was 
beyond them. This is slowly changing. 

Last July, the first Internet centre for Pal- 
estinian refugees, “Across Borders”, opened 
in Dheisheh camp in Bethlehem. Started by 
the West Bank’s Birzeit University, the centre 
teaches people in the camp how to use com- 
puters and sets up websites for refugee news, 
information and history. Its intention is to 
link camps in the West Bank with those in 


the diaspora. Now that Palestinian-Israeli =: 


talks on the future of the refugees are 

about to start, it is more important 

than ever, says the “Across Borders” 

co-ordinator, Muna Muhaisen, “that 
the refugees communicate directly 
between themselves, unmediated 
by other interests.” 

One link already made is with 
Beiruts Chatila refugee camp, 
which was where, 17 years ago, 

Christian Lebanese forces massacred 
2,750 Palestinians. In the years since, 
Chatila’s remaining 9,000 refugees 
have come under attack from all 
sides. Even Yasser Arafat made 
them feel abandoned when, in 1993, 
he signed the Oslo agreement with 
barely a nod to their plight. The sum result 
of these blows has been the cowed with- 
drawal of the Chatila residents into “a cul- 
tural and educational ghetto and away from 
their Palestinianism,” says Moataz Dajani, a 
youth worker in the camp. He sees the Inter- 
net as a route out of this ghetto. 

Both he and Ms Muhaisen see it as a way 
of recovering the ancestral history that binds 
all Palestinians. Thus the Dheisheh centre is 
working on a website that will document the 
450 or so Palestinian villages destroyed by Is- 
rael in the 1948 war. Mr Dajani is running 
projects in which aspiring young journalists 
from Chatila can record the memories of 
their elders in the camp. “Since the massacre, 
the old were reluctant to speak about Pales- 
tine,” he says. “But faced with children eager 
to know, they were eager to tell.” 

The Zionist movement has long used the 
Internet to forge links between the Jewish 
diaspora and their biblical homeland in Is- 
rael. Ina small way, “Across Borders” is mak- 
ing connections between the refugees and 
what was their actual homeland in Palestine. 
ernment niente etnies rete ~ 
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Advanced Industrial Marketing Strategy 


b6=28 January 2000 


28 May = 9 June 2000 





In all industries, global competition is intensifying. 
As a result, numerous business-to-business 
organisations need to build their competitive 


advantage on their total relationship with their clients. 


Within this complex environment, where technical 
mastery and service intensity are strategic partners 
and various management functions are involved, 
the marketing decisions are no longer the domain 
of “marketing” people alone. 


INSEAD’s Advanced Industrial Marketing Strategy 
programme, led by Professor David Weinstein, allows 
participants to experience first hand, in a competitive 
marketing environment, the application and value of 
the concepts which underpin strategic market 
orientation. 


The industrial simulation, INDUSTRAT, 

is the platform for this experience. Developed at 
INSEAD by Professor Weinstein, this realistic and 
interactive simulation has proven to be an effective 
tool for recreating the complexities inherent to the 
industrial marketing environment. It allows 
participants to immediately test concepts learned. 


The following key skills, among others, will be 
emphasised: 





e The dynamics of customer-supplier relationships 
e How marketing can leverage R&D 
e How to motivate and manage field staff 


e How to structure profitable strategic alliances. 


Participants on the Advanced Industrial Marketing 
Strategy programme are experienced marketing 
executives from industrial corporations. 

The programme is also for senior managers whose 
role requires that they master the issues specific 
to industrial marketing, enabling them to work 
effectively with their own marketing specialists. 


“A perfect symbiosis of state-of-the-art marketing 
concepts, discussed and practised in an international 
environment representing a broad variety of different 
industries. Great value.” 


Operations Manager 
Hewlett-Packard 
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Russia's brutal power-games 


MOSCOW 


Politics may be getting clearer, and bloodier, as Russia’s elections approach 


OSING popularity in a democracy usually 
means losing power—except, perhaps, in 
Russia. Boris Yeltsin’s presidential court is 
battered by scandal and disliked by the peo- 
ple. But those within it have not given up 
hope that they may somehow hang on to 
power and wealth after next year’s presiden- 
tialelection. Indeed, their hopes may recent- 
ly have become a shade less bleak. 

That is largely due to events concerning 
Chechnya, the semi-independent state 
within Russia’s southern border. Blamed for 
recent terrorist bombs in Moscow and else- 
where, it has, for the past week, been repeat- 
edly pummelled by Russian aircraft in 
avowed retaliation. 

The terrorist bombs, which have killed 
some 300 people in the past month, may, as 
the government says, have been part of an 
internationally orchestrated Islamic on- 
slaught, though cynical Russians suspect 
they were a sinister stunt aimed at tilting 
public opinion in the government's favour. 
In any event, the sight of rubble and corpses 
on television and the interior minister's eye- 
brow-raising claim that his people have dis- 
covered an astonishing 521 tonnes of explo- 
sives and arrested more than 100 suspects 
seems-—-at any rate, in the short run—to have 
rallied Russians to the forces of law and or- 
der and perhaps even to the government. 

For war against Chechnya—again, in the 
short run—seems popular. Although the 
government talks tough (only the use of nu- 
clear weapons is ruled out, says one top mil- 
itary man comfortingly), in practice the strat- 
egy this time is to avoid Russian casualties. 

NATO’S tactics over Kosovo—attack from 
the air, not by land--have been approvingly 
cited in Moscow. Bombs good, body bags 
bad, goes the latest thinking. And the pop- 
ularity of Vladimir Putin, the old kgs hand 
who has been prime minister since just be- 
fore the first terrorist bomb went off in Mos- 
cow, has risen as Chechnya’s airport, oil re- 
finery and telephone exchange have gone up 
in flames. Such destruction tends to silence 
critics of almost all stripes, even those with a 
liberal conscience. Of leading politicians, 
only the governor of Samara, Konstantin Ti- 
tov, has publicly balked at the war, though 
others have begun to sound edgy. 
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So, by recent standards, Mr Yeltsin’s gov- 
ernment and his favourite for the presiden- 
cy, Mr Putin, look quite good. For the first 
time in eight years, Mr Yeltsin has a prime 
minister who—so far—sounds effective as 
well as loyal. He looks weightier and more 
solidly in charge than both his immediate 
predecessor, Sergei Stepashin, and Sergei 
Kiriyenko, the able reformer who lasted 
from March to August last year. At the same 
time, unlike Yevgeny Primakov, another 
steely ex-spy, who led the government from 
September 1998 until last May, he is obvious- 
ly Mr Yeltsin’s man. And unlike Russia's 
longest-serving prime minister, Viktor Cher- 
nomyrdin (1992-98), and its first reforming 
prime minster, Yegor Gaidar, Mr Putin is not 
hamstrung by parliament. There is little busi- 
ness in hand, and Russia’s lawmakers, their 
minds set on the general election in Decem- 
ber, have become co-operative. 

In another effort to keep their show on 
the road, Mr Yeltsin’s camp followers have 
conjured upa new grouping known as Unity 
to fight the election. It has signed up 31 (of the 
country’s 89) regional bosses and has also 
signed up a couple of well-liked figures: 
Alexander Karelin, an Olympic wrestling 
champion, and Sergei Shoigu, who has effi- 
ciently run a ministry for emergencies under 
the past six governments. Another possible 
catch is the country’s best-known film direc- 
tor, Nikita Mikhalkov, currently with Our 
Home is Russia, an unpopular pro-Kremlin 
outfit that the new grouping may absorb. 

The people round Mr Yeltsin are also try- 
ing to soothe the sorest spots in the public’s 
consciousness. Boris Berezovsky, a tycoon 





CHECHNYA 


e 
: Grozny ` 


as o Makha 








whose manipulative skills are matched only 
by his unpopularity, says he is off for a long 
convalescence from hepatitis, an illness that 
did not preventhim from stitching the Unity 
group together. There are rumours, conve- 
nient if probably not true, that he has fallen 
out with Mr Yeltsin’s immediate family. The 
president's wife, Naina, the only member of 
the presidential circle to retain any personal 
popularity, was on prime-time television 
this week, oozing motherly outrage about 
the bank-account scandals swirling round a 
daughter and son-in-law. Other popularity- 
courting moves might include plans to.end 
conscription, plus perhaps even a rise in 
pensions and public-sector salaries. 

Most of all, the government would like a 
victory in Chechnya. Given the week-old 
war's vague objectives, it should not be hard 
to declare one, having perhaps occupied the 
statelet’s rural border regions (less difficult 
than attacking Chechens in mountains or 
cities) and then magnanimously inviting its 
president, Aslan Maskhadov, to talk peace in 
the Kremlin: the very thing he has requested 
for the past two years. 

An offensive against Mr Yeltsin’s most 
dangerous adversaries is also looming. At 69, 
Mr Primakov looks vulnerable on grounds of 
age; his chief ally, Yuri Luzhkov, the mayor of 
Moscow, may find aspersions cast on his 
wife's business dealings. The Yeltsinites are 
also tapping patriotic feeling by portraying 
the financial scandals under investigation in 
New York as part of'a nefarious western plan 
to discredit and humiliate Russia. 

But a lot could go wrong—especially 
with the war. If victory is declared but the as- 
sorted Chechens make it plain they are still 
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hitting back, Russian anger, fear and resent- 
ment will soon return. The financial scan- 
dals could begin to look still uglier. Mr Putin, 
a chilly character unused to the limelight, 
could stumble. This week he had to apol- 
ogise for using some crude gangland slang. 
In any event, it is still likely, even if the 
Yeltsin camp does recover some ground, that 
after the general election the president's foes 
will again dominate the Duma, Russia’s low- 
er house of parliament, which could well 
then ditch Mr Putin. Out of prime-ministe- 
rial office in the approach to the presidential 
race, his chances would shrivel. Some in the 








Kremlin are still toying with the idea of re- 
placing Mr Putin with a more populist can- 
didate, possibly Alexander Lebed, a retired 
general who is now a Siberian governor. 

It is also possible that, having flexed its 
muscles, the Kremlin group may yet see fit to 
depart from power—provided that its mem- 
bers are guaranteed a safe exit. After all, poli- 
tics in Russia is mostly about business, not 
ideology. Mr Primakov this week pointedly 
repeated his suggestion that retired presi- 
dents should be immune from prosecution. 
The real deal-making, which will last at least 
until next summer, has yet to begin. 








Enlarging the European Union 


A new pace? 


BRUSSELS 


Political realities may soon oblige the European Commission to open full 
negotiations with a further six applicants for EU membership 


UCH scratching of pens and some 

scratching of heads is likely this com- 
ing fortnight in the offices of the European 
Commission’s new enlargement commis- 
sioner, Giinther Verheugen. The pens will be 
scratching because Mr Verheugen’s depart- 
ment must finish before October 13th its an- 
nual assessment of the 12 countries accepted 
as applicants to join the European Union. 
The heads will be scratched because the ex- 
ercise must be topped off with a general pol- 
icy recommendation. The commission must 
tell the Eu’s political leaders whether any 
change is needed in the pace or structure of 
negotiations with the candidates. It is prov- 
ing a tricky paragraph to draft. The assess- 
ments may say one thing, but the political 
realities say another. 

The theory is that enlargement operates 
strictly by objective criteria. Each candidate 
strives to bring its economic, political and le- 
gal systems into line with EU norms, and the 
commission keeps the score. In 1997 the 
Union divided the waiting-list into a leading 
batch (of Czechs, Cypriots, Estonians, Hun- 
garians, Poles and Slovenes) and a group of 
laggards (the rest, with Turkey inadmissibly 
alone in a separate third box). The first lot are 
well into their detailed negotiations. Hun- 
gary is proving the strongest candidate in 
this group, the Czech Republic and Slovenia 
the weakest. As for the laggards, they are still 
parked in a phase of preliminary talks 
known as “screening”, designed to identify 
their main shortcomings. 

But in practice, spurred by the Kosovo 
war, the Eu’s governments now favour a 
more strategic view of enlargement. Britain 
and France want Bulgaria and Romania, well 
down among the laggards, to be rewarded 
for their staunch performance in the war. 
Others want Slovakia, another laggard, 
brought forward, because it has a young and 
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shaky pro-western government in sore need 
of reinforcement. Yet nobody is calling for 
any country to be knocked down the list, be- 
cause that would give needless offence. 

This pressure to promote is one reason 
why Mr Verheugen will be puzzling bet- 
ween now and October 13th. If he fails to ac- 
cept the political arguments for bumping up 
some countries and yet bumping down 
none, he risks being overridden publicly by 
the heads of government when they meet in 
Helsinki in December. But if he gives too 
much ground to the political arguments, he 
risks undermining the success of this and 
any future enlargements. The £u does no- 
body any favours in the long run by admit- 
ting countries before they are ready tojoin. 

The second question facing Mr Ver- 
heugen is whether to recommend fixing a 
firm date for at least the first accessions. The 
candidates argue for this, saying that a 
known target date will help them force 
through the necessary but often costly and 
unpopular reforms required for member- 









ship. Early this month the new president of 
the commission, Romano Prodi, took up 
their cause, calling for the first accession 
dates to be set at Helsinki. But most EU gov- 
ernments resist the idea fiercely. They think 
firm entry dates will encourage complacen- 
cy among candidates. Some also want to de- 
lay any commitments for as long as possible, 
fearing enlargement will be unpopular with 
voters at home and that the new countries 
will swallow too much of the eu’s budget. 

The most likely outcome is that Mr Ver- 
heugen will solve the promotion problem by 
recommending abolition of the two-group 
system outright. After the Helsinki summit, 
all countries stuck at the screening stage will 
be invited to begin full negotiations, and to 
advance on individual merits (see our time- 
table, below, for possible dates of entry). The 
strongest will be allowed to overtake coun- 
tries previously in the leading group. Latvia 
looks the most likely to surge ahead. At the 
same time, abolition of the two-tier system 
will allow the eu countries to hand Bulgaria 
and Romania their “reward” and Slovakia its 
reassurance—after a fashion. Each will be in- 
vited into full entry talks. Each government 
will declare victory. 

But precisely to guard against triumphal- 
ism, the commission will stress that the crite- 
ria for joining the eu remain unchanged. No 
country can expect to join without a secure 
democracy, a functioning market economy 
and a well-honed legal system that protects 
human rights. An early start to negotiations 
does not mean an early conclusion. 

Romania, perhaps the weakest of the 
candidates, needs to be told that it still has a 
decade of work ahead; Bulgaria scarcely less. 
The message that entry criteria are not them- 
selves negotiable will also be aimed implicit- 
ly at Turkey, which wants to join the £u, but 
which the £u has so far refused to see as a 
candidate. It may gain that status in Helsinki. 
The message will also be aimed at Balkan 
countries, such as Albania and Macedonia, 
that have recently been encouraged to see 
themselves as candidates far in the future. 

Asto firm entry dates, Mr Verheugen can 
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LEMER KOSZEGHY, who lives in Uzh- 
gorod, in the westernmost corner of 
| Ukraine, sets his watch on Central Euro- 
| pean time—an hour behind the time in 
Kiev, his country’s capital. “I live in Central 
Europe, not in Eastern Europe,” he says 
firmly. For Mr Koszeghy, Uzhgorod is a 20- 
minute drive from the border with Hun- 
gary, and about ten minutes to Slovakia. 
Kiev is 19 hours away by train. In many oth- 
er ways, too, Uzhgorod seems to have 
chugged a lot closer to the West. 
Over time, the town’s inhabitants—the 
Uzhgorodtsi, now numbering 120,000— 


| UZHGOROD 
| 
| 


geopolitical changes swirling around 
them. In this century alone, they have been 
part of the Austro-Hungarian empire, Cze- 
choslovakia, Hungary and the Soviet 
Union. Now capital of Ukraine’s western- 
most region, Zakarpattya (Transcarpathia), 
Uzhgorod is a stone’s throw from the terri- 
tory of what was, until a decade ago, 
known to its citizens as “the hostile west- 
ern alliance”, NATO. 

These days the Uzhgorodtsi are pretty 
relaxed about narto. The European Union 





probably duck that question for now. His 
boss, Mr Prodi, has backed off in the face of 
opposition from the £u’s governments, say- 
ing this week that it might not be necessary 
to go into “the details of the dates” after all. 
But the question is sure to return with renew- 
ed force when the evu’s leaders meet in Lis- 
bon in June 2000. 

By then the most advanced candidates 
will have covered the full range of negotiat- 
ing topics with the commission, including 
the tricky ones—farming, freedom of move- 
ment, justice and home affairs—which are 
being left until last. Problems will remain, 
but not unquantifiable ones. The burden of 
proof will shift. By mid-2000 it will no longer 
be for the leading candidates to demand 
their entry dates. It will be for the ev’s leaders 
toexplain why these should not be given. 


Italy and the law 
A big acquittal 


HE trial lasted three-and-a-half years; 

231 witnesses were called; the evidence 
and court transcripts ran to 650,000 pages; 
and at the end of it all, on September 24th, 
Giulio Andreotti, seven times a Christian 
Democratic prime minister of Italy, was ac- 
quitted of murder. The verdict was a partic- 
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have gradually become immune to the | 


Worried in western Ukraine 


is what they tend to fear. In particular, they 
dread the day when, under ev pressure, 
neighbouring Hungary will insist on visas 
for visiting Ukrainians. Transcarpathia’s 
unemployment rate is among the highest 
in Ukraine; in some districts two-thirds of 
workers are on “unpaid leave”. To take up 
the slack, many Ukrainians who live near 
their western frontier have become de- 
pendent on border trade. Every day, at 17 
border points, some 20,000 Ukrainians 
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where they buy food and clothes to sell 
back home, often in return for smuggled 
petrol and cigarettes, which are much 
cheaper in Ukraine. And many Ukrainians 
work illegally on farms and building sites 
across their western border, earning up to 
$250 a month—over six times what they 
would get in Ukraine. 

More than 100,000 people from Trans- 
carpathia probably work illegally outside 
Ukraine. Trade between Transcarpathia 
and the neighbouring region of Hungary 
may be worth $200m a year. The tight visa 
regime, which the eu wants the Central Eu- 
ropean countries to impose on visitors 

from farther east before joining the Euro- 
pean club, would kill all of this. 

The Central Europeans, however, 
have their own reasons for keeping their 
borders open. Hungary likes its links with 
some 3m-odd ethnic Hungarians living 
south and east of Hungary, some in Uk- 
raine. And Poland sees Ukraine asa strate- 
gic partner, to be pulled westwards and 
away from Russia. Besides, like Hungary, 
Poland hasa vast black-market trade with 
Ukraine, and hires many cheap Ukrai- 
nian workers. It would be wretched for 
the Uzhgorodtsi if a new iron curtain 
came down between them and their 
neighbours to the west. 








ular rebuff to the crime-busting magistrates 
who have relied on the evidence of pentiti, 
or turncoats, Plainly the jury in Perugia that 
acquitted Mr Andreotti refused to believe 
Tommaso Buscetta, the leading pentito to 
give evidence, who said that Mr Andreotti 
had ordered the murder, back in 1979, of a 
journalist called Mino Pecorelli, allegedly for 
trying to blackmail him. But Mr Andreotti’s 
acquittal may also be seen as a condemna- 
tion of the trials of a number of politicians 
that are either under way or pending. 

Just as striking—and further evidence 
that many Italians do not take their judicial 
system seriously—was the hero's reception 
given to Mr Andreotti after the verdict. With- 
in hours, he was given star treatment on tele- 
vision, accepting public congratulations 
from fellow politicians. In the street, passers- 
by cheered him. Within days, he was the 
most honoured guest on a television talk- 
show where, aged 80, he showed off his old 
wit to purring models and a woman who 
claimed she was in touch with Emperor Ne- 
ro’s ghost. 

How the mood has changed. Only a few 
years ago, at the height of the anti-corruption 
campaign that destroyed the old post-war 
political establishment and saw hundreds 
of politicians humiliated as they were indict- 
ed for corruption, such indulgence—even to 
someone just acquitted—would have been 
inconceivable. Politicians in those days kept 
their heads down. Not now. Most Italians, 


not just on the right, seem relieved that Mr 
Andreotti has been cleared. Many did not 
like him, yet he was part of their life. Ifa court 
has decided that he is no murderer, so much 
the better. 

Still, his judicial tribulations are not yet 
over. While on trial in Perugia, he has been 
facing another in Sicily’s capital, Palermo, 
where he is accused of colluding with the 
Mafia. A verdict there may come within 
weeks. Palermo’s new chief prosecutor says 
that the decision in Perugia will make nodif- 
ference down south. But his predecessor 
says there is a “lynching mood against mag- 
istrates”, as they come under attack for their 
reliance on the word of pentiti. And a bill to 
tighten up the conditions under which their 
evidence can be deemed admissible in court 
has got into a thorough tangle in parliament 
in Rome. As the evidence against Mr Andre- 
otti in the Palermo trial is also largely pentiti- 
based, he must have a good chance of anoth- 
er acquittal. 

The old Christian Democrats who ran 
Italy for 45 years after the second world war 
are cock-a-hoop. They say they never doubt- 
ed Mr Andreotti’s innocence. The Vatican 
has expressed satisfaction. Silvio Berlusconi, 
the tycoon who leads the main opposition 
on the right and has himself been three times 
convicted of financial misdemeanours in- 
cluding bribery, with further trials coming 
up, says he hopes that “from now on judges 
will base their decision on facts, not grand 
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theories”. But even the left is loth to carp at 
the verdictin Perugia. 

The trouble is that too few Italians be- 
lieve the courts to be impartial where politic- 
ians are concerned. There is a growing feeling 
that even Bettino Craxi, the former Socialist 
prime minister convicted in absentia of cor- 
ruption, should be granted clemency. Across 
the political spectrum, the idea of a whole- 
sale amnesty for politicians convicted of cor- 
ruption, under investigation or facing trial 
for sins committed in the old era is in the air. 

Some leading lights, however, are in- 
stead suggesting:a kind of truth commission 
that would cast light on all the murk that 
characterised the post-war political epoch 
without having the myriad miscreants of the 
past sent to prison. For the right, investigat- 
ing the links of the old Communist Party 
with the Soviet Union would fall within 
such a commission’s purview, while the left 
would like to examine the various rum ways 





in which the Christian Democrats, led 
among others by Mr Andreotti, used to exer- 
cise power in order to keep the Communists 
out of it. 

This week, after the Andreotti verdict, 
Walter Veltroni, leader of the (ex-commun- 
ist) Democrats of the Left, suggested that a 
non-partisan commission, made up of— 
among others—academics and former Su- 
preme Court judges, should write a compre- 
hensive “history of Tangentopoli”, or “Bri- 
besville’, as the corruption scandals 
exposed after 1992 are known. A parliamen- 
tary commission, he said, would be no good: 
it would merely trigger “a long electoral cam- 
paign” and would end up with what he 
called a “mass acquittal”. Quite probably. 
But the trouble with Mr Veltroni’s idea, 
equally, is that too many such commissions 
in the past have turned out to be quite as par- 
tisan as inquiries run by politicians. 
~~ 








| Leaving Norway's fjords 


EIDFJORD 


VERY year, on September ith, the Vor- 
ingsfossen, one of Norway’s biggest 
and most spectacular waterfalls, simply 
stops.One minute, there is a rainbow-tint- 
ed torrent crashing down the black moun- 
| tain face, the next, nothing but a dribble. It 
| isas though someone has turned offa tap. 
Indeed, someone has. September 15th 
marks the end of the tourist season in 
nearby Eidfjord, deep in the fjord district 
of western Norway. Once most of the 
| tourists have gone, the local power com- 
| pany diverts Voringsfossen’s water into 
the turbines of a hydroelectric plant near- 
by. Running Voringsfossen at 12,000 cubic 
metres per second between May and Sep- 
tember costs the company about $3m, but 
keeping tourists happy was a condition it 
had to meet, along with the hefty property 
tax it pays to the local Eidfjord commune, 
which, with a mere 1,050 residents, is one 
of the least populous in Norway. 

In area it is pretty big, though. It en- 
compasses not just the magnificent fjord 
but also several hundred square miles of 
mountain plateau above, an Arctic wil- 
derness inhabited only by reindeer. And it 
| is also pretty rich—thanks to the power 
company, which pours around $8m 
($7,700 per person) into the commune’s 
coffers each year, about twice as much as 
the central government in Oslo would 
usually pay toa rural commune of similar 
size. The bonanza pays for a perfect model 
of the now-endangered Scandinavian 
welfare state: health care, child care, edu- 
cation of children up to 16, complete care 
for the old. The commune employs a third 
of Eidfjord’s workforce. 








the countryside, Norway, with such a 
readiness to provide subsidies, should be 
able to. Yet despite huge investment in ru- 
ral infrastructure and fat subsidies to its 
farmers, it is unable to stop the drift of 
people from the country, especially from 
the fjords and the frozen north, to the 
towns. Even Eidfjord, with all its goodies 
on offer, is losing its young. 

The reasons are familiar: lack of higher 
education, too few jobs, plain old bore- 
dom. As there is no secondary school | 
nearby, teenagers must spend their last 
three school years away from home. Back 
in Eidfjord, nightlife is a slot machine in 
the hamburger bar, a church choir and a 
film once a week—again, subsidised by 
the commune. Girls, especially, tend to 
leave. Except in coastal fishing villages, 
where there are plenty of fish-gutting jobs, 
it is hard for women to find work in rural 
areas. Even for those who want to stay in 
Eidfjord, year-round employment is 
scarce. Tourism and farming are for sum- 
mer. In winter, almost nothing happens. 

None of this is new. The fjords have 
been giving up their young to the world 
since the Vikings looked for opportunities 
abroad a millennium ago. In the 19th cen- 
tury, famine drove thousands of Norwe- 
gians from the fjords to the United States. | 
The government talks of bringing high- 
tech jobs to the countryside. “But that’s all | 
it is, talk,” says Erik Sandvik, the com- | 
mune’s head. “I don’t think many com- 
puter types would settle here unless they 
preferred shooting reindeer to rock con- 
certs,” adds another Eidfjorder. 


| 
If anyone can keep its population in 
| 
l 
| 
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A left jink? 


PARIS 


66M LOBALISATION does not make a 

state powerless...The market econ- 
omy doesn’t find harmony of its own accord. 
To function efficiently, it needs rules.” Per- 
haps so, and in his speech this week to So- 
cialist Euro-mps gathered in Strasbourg, 
France’s prime minister, Lionel Jospin, set 
out the sort of rules he had in mind: financial 
penalties for any employer guilty of ordering 
“abusive” job cuts, or of relying “excessively” 
on temporary and part-time workers. 

Yet only two weeks earlier, the very same 
Mr Jospin had told television viewers that 
they “should not expect everything from the 
state and from the government”—a com- 
monsense declaration that came even as the 
prime minister attacked the Michelin group 
for announcing a programme of job cuts on 
the same day as a 17% rise in its net profit. 
Why would Mr Jospin, who was treading 
cautiously down Tony Blair’s “third way” on 
September 13th, return now to the path of 
left-wing orthodoxy? 

One answer is that Mr Jospin, for all his 
desire that France should “adapt to the real- 
ity of today’s capitalism”, simply cannot ac- 
cept the ease with which Mr Blair (and per- 
haps Germany’s Gerhard Schröder, too) 
jettisons socialist tradition. The second is 
that Mr Jospin, with his eye already on the 
legislative and presidential elections due in 
the spring of 2002, needs to restore his cre- 
dentials with a French left—from the Social- 
ists through to the Greens and Commun- 
ists—that deeply mistrusts big business and 
its Anglo-Saxon instincts. In other words, the 
ideas laid out in Strasbourg are an attempt to 
repair the damage done to the prime minis- 
ter’s reputation by the “Michelin affair”. 

The ideas may work politically, but 
whether they make any other kind of sense 
isa different matter.One proposal, for exam- 
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ple, would oblige companies to negotiate 
with their workers before restructuring 
themselves to conform with the 35-hour 
week that from January 1st will be the rule 
for all companies with over 20 employees 
(the rule will apply to smaller companies 
two years later). Another—are you listening, 
Mr Michelin?—would stop public money 
being used to help restructure profitable 
firms. A third would levy higher social-secu- 
rity contributions from companies deemed 
too keen on laying off workers. 

So far, the reactions have been predict- 
able. The Communist Party says Mr Jospin 
has not gone far enough; the Socialists are 
generally happy that their leader has 
achieved “a new balance”; and the employ- 
ers’ federation is to take to the streets in pro- 
test against Mr Jospin’s refusal to recognise 


Germany’s Greens 


Getting the blues 


BERLIN 


its members’ need for flexibility. 

Still, all these reactions may be prema- 
ture. It is one thing for Mr Jospin to have ral- 
lied the troops with stirring words in Stras- 
bourg, quite another to translate the 
expostulations into workable law. What, for 
example, would happen with restructuring 
agreements already reached with the help of 
state aid, but yet to be implemented? 

In the meantime, the reality of the mar- 
ket is that just over 2m workers—around a 
tenth of the labour force—are employed ona 
part-time or temporary basis, and for those 
aged 15 to 24 the proportion is almost half. In- 
deed, as France’s statistical institute points 
out, such “precarious employment” is a 
“quasi-obligatory rite of passage into the job 
market”. So why attempt to stamp it out? It 


all sounds a bit like politics. 
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The Green Party, limping as badly as the Social Democrats, needs reforms 


N THE face of it, Germany’s Greens 

should not have so much to complain 
about. For the first time in their history, they 
share power at the highest level. Three of 
their number run important ministries. 
Their star, Joschka Fisher, the foreign minis- 
ter, whois alsoGermany’s vice-chancellor, is 
easily the country’s best-liked politician. Yet, 
after just a year in office with the Social 
Democrats, the most influential Green party 
in Europe is deep in crisis. Indeed, many 
Greens speak of fighting for their survival. 

The brouhaha over the Social Demo- 
crats’ recent electoral setbacks has tended to 
obscure their coalition partner's own equal- 
ly dismal showing. In absolute terms, the 
Greens’ losses look less spectacular. But, fora 
relatively small party, losing even a few per- 
centage points can mean the difference bet- 
ween political life and virtual extinction. In 
regional and municipal elections over the 
past month, the Greens have been kicked 
out of the state parliament in the Saarland, 
lost half their former 1.1m voters in North 
Rhine-Westphalia, and dropped to under 3% 
of the vote in the eastern states of Thuringia, 
Brandenburg and Saxony. In what was East 
Germany, the Greens have utterly failed to 
take off. 

Morale has tumbled too. Some leading 
Greens say that the party should pull out of 
Gerhard Schréder’s unpopular ruling coali- 
tion if it goes on sliding. By staying in govern- 
ment, they argue, they are not only being 
held responsible for the Social Democrats’ 
unpopular economic and social reforms 
(which, in fact, the Greens support), but they 
also risk losing their identity. Too many com- 
promises, they say, have been made already. 
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But leaving the coalition could prove fa- 
tal too. Besides, the Greens had troubles be- 
fore they threw in their lot with Mr Schroder. 
They have been steadily losing support— 
and elections—for the past two years. Their 
share of the national vote, say the pollsters, 





One in the eye for Fischer 


has fallen from 10% in 1997 to just 5% now, the 
threshold below which parties get no seats 
in state or national parliaments. The Greens’ 
leadership is weak, their organisation a 
shambles, their policies seem outdated, their 
membership divided and undisciplined. 
Since his appointment as foreign minis- 
ter, Mr Fischer, the only Green who really 


EUROPE 


counts outside his party, has tended to leave 
his colleagues to their squabbling and in- 
fighting while he hobnobs with the great and 
the not-always-so-good around the world. 
Since one of the party's rules bans anyone 
with an electoral mandate from holding a 
party office, he has no official post in the 
party. But the Greens’ latest troubles have 
prompted him to seek to take matters back 
into his own hands. 

On September 27th, the party’s “coali- 
tion committee”, consisting of the three 
Green ministers plus the party and parlia- 
mentary leaders, agreed that Mr Fischer 
should lead what will now in effect become 
the party’s executive committee when they 
thrash out joint policies with Mr Schröder 
and his Social Democrats. Hitherto, such in- 
ter-party negotations have always been led 
by the party’s two rather lightweight “spo- 
kespersons”, Gunda Röstel and Antje 
Radcke, who quite often seem unable even 
to articulate the same views. 

But sharpening up the party's leadership 
goes against the grain of the party’s tradi- 
tions. Ever since the Greens were formally 
founded as a party in 1980 by a clutch of en- 
vironmentally passionate, pacifist-minded, 
anti-nuclear libertarians, they have been 
anti-authoritarian in party structure and 
outlook. The rules that ban Greens who are 
members of state or national parliaments, let 
alone governments, from simultaneously 
holding party posts have certainly stopped 
any one person from gathering great power. 
In addition, each top post has to be shared 
by two people. So the rules make for a mud- 
dled kind of multi-headed leadership. They 
also mean that many talented and experi- 
enced people are, in effect, barred from 
keeping the party itself in trim. 

Mr Fischer has long been pressing for the 
Greens to become “normal” in organisation, 
with a strong leader, a general secretary, a 
powerful executive, and members of the 
state and federal parliaments able to hold 
party posts. Most Greens agree that radical 
reform must come. But they do not like the 
way Mr Fischer seems to be presenting him- 
self as the party’s only possible saviour; they 
consider it arrogant. Many feminists worry, 
too, that abolishing the double-headed 
leadership would mean fewer women in the 
top spots. 

In any event, Mr Fischer may be hard 
pressed to get the two-thirds majority he 
needs to push his reforms through at the 
next party conference, due in March. Some 
have suggested that he may prefer to leave 
the Greens to their eternal bickering and join 
the Social Democrats. But he would then 
find himself a smaller fish in a much bigger 
pond. He needs the Greens as a vehicle for 
his own ambitions. So he will fight, both for 
himself and for his party, And Mr Schroder 
may, in future, find himself with a much 
more awkward and pugnacious partner. 

== E 
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GGT IS eine Wespe,” explains Professor Rudolf von Thadden to 
his English visitor, as a wasp buzzes angrily round the table. 








generation was interested in what we call reconciliation,” he says, 
“but my children are not interested at all. They say: ‘It is 50 years 


Rudolf von Thadden, marriage-guidance counsellor 
| 
| 


“A wasp. Same word. Nature is Anglo-Saxon. Then when the Nor- 
mans came to your country in 1066 they brought intellectual life. 
And this was in French.” 

Mr von Thadden’s English is scarcely less perfect than his 
French, and his French is scarcely less perfect than his native Ger- 
man. He can tease as well as teach in all three languages. He comes 
from strong-minded Prussian stock: his aunt Elisabeth was execut- 
ed for opposing Hitler. A historian by profession, he is the author 
of standard works on Prussia and on post-Napoleonic France. He 
is also an expert on French-German relations and, at 67, an influ- 
ential figure in the hinterlands of German policy. 

Chancellor Gerhard Schroder 
turns to him for advice, and he tends 
tosay what he thinks. Last year he told 
a French newspaper that the French 
were “an autistic nation”, after Presi- 
dent Jacques Chirac had asked Mr 
Schroder to attend a ceremony com- 
memorating the anniversary of the 
1918 armistice. “That day led to the hu- 
miliating peace of Versailles,” ex- 
plained Mr von Thadden, “which 
helped the rise of Hitler. There is cer- 
tainly nothing there for Germany to 
celebrate. It is as though we were invit- 
ing the French tocelebrate Waterloo.” 

More such admirable frankness is 
no doubt on its way. This month the 
German government appointed the 
professor its “co-ordinator for Franco- 
German co-operation” (the French 
have a.counterpart to match). The job, 
attached to the foreign ministry, re- 
quires Mr von Thadden to take a 
broad view of relations with France 
and to offer new ideas for improving 
them, inside and outside government. 
He has plenty of experience on which 
to draw. Since 1993 he has run a think- 
tank at Genshagen, near Berlin, the 
Berlin-Brandenburg Institute for Ger- 
man-French Co-operation in Europe, which is devoted to just 
those aims. 

Mr von Thadden is the first intellectual to be appointed toa job 
reserved since its creation in 1963 for diplomats and politicians. It 
seems no bad idea to break that tradition. French-German rela- 
tions require their biggest rethink since Germany ceded the 
leadership of Europe to France after the second world war. Now a 
reunited Germany is regaining its confidence. In August the Ger- 
man government returned from Bonn to the old imperial capital, 
Berlin. Mr Schroder declared that Germany should “consider itself 
a great power in Europe”. A venerable French intellectual, Maurice 
Druon, the permanent secretary of the Académie Francaise, retort- 
ed that Germany was becoming “more and more demanding, 
dominating and imperial again—and, on top of that, surprised 
and offended when this is pointed out.” 

Mr von Thadden is neither surprised nor offended by French 
sensitivities. He thinks it has “not been easy for France to accept 
the growing weight of Germany.” He also thinks the old style of re- 
lations, geared to post-war atonement, has gone for good. “The old 





ago. Itis your affair.” They use other words. They do not speak 
about reconciliation. They speak about understanding, and it is 
not the same.” 

Ashift from reconciliation to understanding will strip much of 
the special quality from French-German relations. France and 
Germany both saw post-war reconciliation as a mission that 
bound them together. Understanding, on the other hand, is noth- 
ing special. Almost all friendly countries seek it. The professor 
foresees some perplexity on the French side as this new truth sinks 
in. “To people in France it has been self-evident that the French- 
German dialogue is a privileged one,” he explains. “You did not 
have togive a reason for that.Butinour | 
days no dialogue is privileged. The dia- 
logue between Britain and Germany, | 
America and Germany, Russia and 
Germany, is as important as the dia- 
logue between France and Germany.” 

Mr von Thadden believes relations 
between France and Germany will | 
and should—remain a great and vital | 
matter to both these great neighbours. 
But the basis of those relations will 
have to change. They will have to rest 
on ties that are deeper and more per- 
manent than the reaction to the catas- 
trophe of three wars in 70 years bet- 
ween the two countries. “R is 
necessary”, he says, “for us to learn or 
to relearn what Braudel called la lon- 
gue durée—to know that we are born 
into traditions, generations, history.” 

And here France, Mr von Thadden 
believes, does have a special strength 
that should continue to give ita leading 
role in Europe, and the enduring re- 
spect of Germany. That strength 
comes from the depth and continuity 
of its culture. “The memory of old 
Europe is stronger in France than in 
England or Germany. France does not 
have global thinkers. It has European 
thinkers: First Europe and then the world’ England and Germany 
say: ‘First the world and then Europe.’ That is the difference.” 

Mr von Thadden has much sympathy with France in its resist- 
ance to American culture. “The Americans have lost the memory 
of ancient history,” he suggests. “They have no medieval times. 
They have no Greece, no Rome, no Mediterranean Sea. The French 
feel threatened by this huge nation, North America, without his- 
torical memory.” But this cultural opposition to America should 
not be allowed to dictate a political stance. In his view, “There will 
be no Europe without America. The French say: ‘You are talking 
like an Englishman.’ I say: ‘No. This is an authentic German view. 
For 50 years after the war we have been living with Americans in 
our country. This is part of German history.” 

Does this mood of emancipation mean the end of the famous 
French-German marriage? No, but it does mean a change in the 
ground rules. The couple should not try to spend every evening to- 
gether, advises the professor. “They think that when I want togo to 
dinner with an Englishman lam being unfaithful. No. Irespect the 
couple. But I want to have the liberty to go to dinner with others.” 
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Tomorrow belongs to me 


BOURNEMOUTH 


Tony Blair told the Labour conference this week that he stood for progress, not 
conservatism, and the many, not the few. What does he mean? 


EW Labour Party delegates came out to 

watch as 16,000 protesters from the coun- 
tryside marched past the conference hall this 
week, chanting and tooting hunting horns. 
Ordinarily, Labour people like the idea of 
demonstrations. Many party members cut 
their political teeth on cnp marches, or anti- 
apartheid demos, or rallies against the poll 
tax. Now they found themselves as the be- 
suited members of the governing party, shel- 
tering inside the conference hall, as a noisy 
crowd shouted “Listen to us” from outside. 

Perhaps this new phenomenon made 
even Tony Blair feel faintly uncomfortable. 
He started his keynote speech to the confer- 
ence on September 28th with a hastily writ- 
ten riposte to the demonstrators. They were 
unrepresentative of the countryside, he sug- 
gested, and fox-hunting (the central concern 
of the demonstrators) was a minority pur- 
suit, supported by the hated Tories. 

The tumult outside the conference hall 
contrasted markedly with the order and har- 
mony indoors. This is a very New Labour 
phenomenon. The last time the party had 
visited Bournemouth, in 1985, Neil Kinnock, 
the embattled leader of the party, had de- 
nounced his party’s left-wingers from the 
platform. Some had hurled abuse back at 
him; others had stalked out of the hall. Un- 
der Mr Blair, left-wingers are marginalised, 
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debates are orderly and the making of policy 
is controlled by the party leadership. Elec- 
tions to the party’s national executive com- 
mittee—which have led to embarrassing re- 
buffs for party leaders in the past—are no 
longer held in conference week. 

Debate has not exactly been cancelled. 
Arguments were made from the conference 
floor against the government's proposals 
partially to privatise the Post Office and air- 
traffic control. Plenty of disquiet was ex- 
pressed about the Private Finance Initiative, 
which brings private capital into the con- 
struction of public buildings, such as hospi- 
tals. For all the talk that Mr Blair is in total 
command of his party, these misgivings 
from the ranks may yet have an impact. But 
dissent is carefully controlled these days. 
When delegates rejected part of the econ- 
omic platform, the vote was re-staged and 
passed the next day. 

This muting of intra-party debate meant 
that most attention was focused on Mr 
Blair's own speech. The conference slogan, 
“For the many, not the few”, was projected, 
in his own handwriting, on to a large screen 
behind him. In his speech, the prime minis- 
ter repeatedly stressed the need for “progres- 
sive” instead of “conservative” politics. 

In part, “conservative politics” meant 
the Conservative Party. Mr Blair excoriated 


the Tories for their past opposition to wom- 
en’s votes and a national health service, and 
their present defence of fox-hunting, Gen- 
eral Pinochet, and hereditary peers. But his 
attack on conservatism was not limited to 
Conservatives. 

His progressive “third way”, he said, also 
distinguished itself from the conservatism of 
the left. Indeed, his attack on the Tories was a 
populist necessity to make up for the lack of 
the public-spending promises normally nec- 
essary to bring Labour delegates to their feet. 
Admittedly, some expensive welfare re- 
forms are due to take effect from next week. 
But these have long been planned. Mr Blair 
offered little new beyond a guarantee that all 
Britons would once again have free access to 
dentists and some shopping discounts for 
sixth-formers. And his speech contained 
some uncompromising attacks on public- 
sector workers—the teachers and doctors 
whom he blames for delaying his reforms of 
health and education. 

Even so, Mr Blair’s distinction between 
progressivism and conservatism is not clear- 
cut. He lambasted some radical Tory ideas, 
such as nursery vouchers or the internal 
market in the health service which, while 
certainly not left-wing, were hardly conser- 
vative. Indeed, for Mr Blair, even excessive 
radicalism is nodifferent from conservatism: 
the Scottish nationalists, who want to go fur- 
ther than his limited devolution, were de- 
scribed, surprisingly, as “just the forces of 
conservatism by another name.” In Mr 
Blair’s eyes, it seems, progressives are those 
who agree with his reforms, conservatives 
are everyone else. 

A similar ambiguity surrounds Mr 
Blair's slogan about “the many, not the few”. 
At one level, the distinction is straightfor- 
ward. Mr Blair wants better public health 
and education for ordinary people, and few- 
er policies that benefit the privileged. What 
is less clear is the implication of the slogan 
for the rights and interests of minorities. 
Consider those demonstrators outside the 
hall. It is undoubtedly the case that most La- 
bour activists and mrs would like to ban 
hunting. Some are concerned about animal 
cruelty. Others see the issue as forcing mod- 
ernisation on an archaic elite. “If I have got to 
use a computer,” Angela Smith, an anti- 
hunting mp, told a fringe meeting, “they can 
stop hunting foxes.” Yet several hundred 
thousand people passionately defend their 
right to hunt. They are by no means all toffs. 
Amidst the Barbour jackets, tweeds and flat 
caps in the crowd, there were plenty of peo- 
ple in jeans and sweat-shirts, and a whole 
variety of accents. 

Mr Blair has said that he wants to give an 
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anti-hunting bill parliamentary time. But he. 


may now be backing away, at least for the 
moment. Margaret Beckett, his cabinet col- 
league, says that banning fox-hunting will 
have to wait until the House of Lords has 
been reformed, because of all those huntin’, 
shootin’, hereditary peers. This would push 
it safely into a second term. Mr Blair’s aides 
may now be realising one of the difficulties 
of taking on a passionate minority. There is 
little doubt that many people would conti- 
nue to hunt illegally. Then the policemen 
who were chatting amicably with the dem- 
onstrators might have to arrest them. 

A broader problem with the “many, not 
the few” slogan is that it potentially conflicts 
with Mr Blair’s other chosen theme, “pro- 
gressive, not conservative”. What if the ma- 
jority take up a position that Mr Blair regards 








as conservative? This is clearly a danger over 
Europe, where large majorities still continue 
to oppose British membership of the single 
European currency—despite the fact that Mr 
Blair has said that he favours euro-member- 
ship, in principle. 

The week started with speculation that 
even Gordon Brown, the chancellor, is now 
entertaining doubts about membership of 
the single currency. There are certainly sig- 
nificant doubts among Labour Party activ- 
ists. Austin Mitchell, an EMu-sceptic MP, 
took out his camera to record the large num- 
ber of people who attended his fringe meet- 
ing. Mr Blair has committed himself to a ref- 
erendum before joining the euro. But on this 
issue at least, supporters of his “progressive” 
politics are still ina minority. 
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ILL millennium night mark the 

party to end all parties in Britain? 
Not if opinion surveys by Tesco, a retailer, 
are anything to go by. 

Tesco’s research shows a 25% drop in 
thenumber of people, compared with last 
year, who plan to go out partying or pub- 
| bing on new year’s eve. Nearly half the 
| population expects to be at home, up 
from a third last year. The main reason 
that people give for not going out is the 
cost. The Great British Public is being de- 
nied its historic right to go clubbing by the 
prospect of paying inflated millennium 
prices for restaurants and taxis. 

However, the public has not entirely 
lost its sense of fun. People are planning 
on partying at home, harder than ever be- 
fore. Whereas 83% of people last year were 
in bed by 3am on new year’s day, this year 
83% claim that they will be partying until 
the sun rises. And, employers beware, a 
hard-core 15% claim that they will have 
the stamina togoon partying for a week or 
more. Tesco is doing all this research be- 
cause supermarkets need to plan ahead. 
Oddly, the firm is predicting a surge in de- 
mand for bacon and sausages, for all 
those morning-after breakfasts. 

Retailers are not the only people track- 
ing Britain’s view of December 3ist. The 
government has also been quietly moni- 
| toring popular fears about the millenni- 
um bug. Disquietingly for Tony Blair, the 
Cabinet Office has found that 64% of re- 
spondents will blame the government if 
anything goes wrong. But the people in 
the Year 2000 unit in the Cabinet Office 
are, nonetheless, quietly confident. Al- 
though their latest figures show that 91% 
of respondents in their survey are aware 
of the bug, most are largely unconcerned. 
Some 13%, however, claimed that they 








Millennium party-poopers 





would be spending some of the holiday 
fiddling with their video or home com- 
puter to beat the bug. The really good 
newsis that “bug bores” are officially in re- 
treat. “Discussion of the bug in a social 
context appears to be at a low point.” 

The public, however, does not yet 
seem to be too excited about dedicated 
millennium events. Sales of tickets to the 
Millennium Dome in Greenwich have 
been slow so far. But foreign visitors may 
prove keener. Exploiting the meridian line 
at Greenwich, the British Tourist Author- 
ity is marketing Britain as the “Home of 
Time”. The sta reports “terrific interest” 
from around the world. If London’s streets 
are full on millennium eve, they may be 
thronged with tourists. 
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Education © 


The personal 
and the political 


HERE was a time, not so long ago, when 

the education of the sons and daughters 
of Labour politicians did not seem to bother 
anyone. Lord Jenkins of Hillhead recalls in 
his memoirs being summoned to Downing 
Street by Harold Wilson, the Labour prime 
minister in 1965, in the expectation of being 
offered some juicy cabinet post. On being 
told he could become education secretary, 
Lord Jenkins records a mood of “let-down 
and disappointment. Perhaps looking for an 
excuse, | said that all three of our children 
were at fee-paying schools and that this was 
surely an obstacle to being education secre- 
tary in a Labour government. Wilson 
brushed this aside as being of no impor- 
tance. ‘So were mine, he said.” 

Ifonly Tony Blair could afford to be so re- 
laxed. The controversy that erupted over his 
children’s education the day before the La- 
bour Party conference showed how times 
have changed. The headmaster of the Orato- 
ry School in London, a state school attended 
by Mr Blair’s two sons, said that he was going 
toask parents tocontribute at least £30 ($50)a 
month per child towards their education. 
This was to compensate for a shortfall in the 
school’s funding of £250,000. 

Labours opponents seized on this, 
claiming that it showed up the crisis in the 
state education system caused by govern- 
ment underfunding. Government advisers 
realised that the prime minister had been 
put in an acutely embarrassing situation. If 
he refused to contribute, he would appear to 
be mean and to be questioning the judgment 
of the headmaster. But if Mr Blair paid up, he 
would be opening the door toa two-tier state 
system, in which the best schools routinely 
ask parents for substantial amounts of mon- 
ey. That is an awkward position for a prime 
minister who spent much of his party con- 
ference speech railing against privilege and 
stressing the importance of education. One 
of Mr Blair’s advisers said of his boss’s dilem- 
ma: “There’s no good way of dealing with 
this. So we’re just going to try to ignore it.” 

In truth, Mr Blair was always taking a po- 
litical risk by sending his children to the Ora- 
tory—which was a flagship for education 
policies pushed by the Tories and opposed 
by Labour. The problem is that these days it 
is not only impolitic for Labour politicians to 
choose to educate their children privately; 
they must also choose the “right” sort of state 
school. It is Labour policy to frown on gram- 
mar schools, which use exams to select pu- 
pils; and on grant-maintained (Gm) schools, 
which the Tories allowed to operate out of 
the control of local education authorities. 

Mr Blair pointedly ignored party policy 
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and his local comprehensive and chose the 
Oratory—an opt-out school many miles 
from his home. But once in government, La- 
bour abolished the grant-maintained status 
that the Oratory’s fans say was crucial to its 
success. The school’s headmaster says that 
the loss of Gm status has led directly to its 
current financial problems, since local coun- 
cils are once again taking a cut of funding. 

Mr Blair is only one of several New La- 
bourites to court controversy over their chil- 
dren’s education. Baroness Symons, a For- 
eign Office minister, has chosen to send her 
son to St Paul's, one of London’s leading pri- 
vate schools. Trevor Phillips, one of Labour's 
favoured candidates for the mayoralty of 
London, also educates his children privately. 
Harriet Harman, who was Mr Blair’s first so- 
cial-security secretary, outraged her col- 
leagues by sending her son to a selective 
grammar school. Her political standing in 
the party never really recovered. One of Mr 
Blair's closest allies in the government, Lord 
Falconer, sends his four children to private 
schools. Indeed, this was said to be the main 
reason for his rejection as a candidate for a 
Labour seat in the West Midlands. 

In the 1960s it was Anthony Crosland (a 
Winchester man himself) who, as a Labour 
minister, set about “destroying” the state 
grammar schools—which often provided an 
education rivalling that of the top private 
schools—and replacing them with compre- 
hensive schools. Since then, many Labour 
politicians have come up with elaborate ex- 
cuses to opt out of the comprehensive sys- 
tem as it became apparent that these new 
schools were not delivering the high-quality 
education that had been promised. 

Several senior members of the current 
government once went to the grammar 
schools that were shut by Crosland and his 
successors, such as Shirley Williams (a 1970s 
education secretary, now a Liberal Demo- 
crat peer). One fumes that “Shirley Williams 
destroyed my school and sent her own 
daughter to be educated privately.” The 
same minister says that “at least Tony Blair 
sends his kids to a state school, that’s more 
than Wilson did.” But as long as many La- 
bour politicians use the types of schools 
their party condemns, the government's 
education policy will be vulnerable to char- 
ges of hypocrisy. 





The Pinochet case 


The law’s web 


HE case of General Augusto Pinochet, 

Chile’s ex-dictator, resumed in earnest 
this week in a London courtroom packed 
with journalists from around the world. 
Outside Bow Street Magistrates Court the 
usual circus of pro- and anti-Pinochet dem- 
onstrators confronted each other. The 83- 
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Chile is a hot issue 


year-old general’s trip to London to seek 
treatment for a bad back has already turned 
into one of the most convoluted legal sagas 
in British history, and itis still far from over. 
This week’s hearing on whether the gen- 
eral should be extradited to Spain to stand 
trial for torture had been described as a mere 
formality, but it proved to be anything but 
that. The ruling by the Law Lords, Britain’s 
highest court, in March that General Pino- 
chet did not enjoy immunity from prosecu- 
tion as a former head of state established a 
landmark not only in British, but interna- 
tional law. However, the Law Lords also 
slashed the range of charges which the gen- 
eral faces by unexpectedly ruling that he 
could be extradited only for torture commit- 
ted after December 1988, when a British law 
implementing the International Convention 
Against Torture went into effect. That has se- 
riously weakened the case against him. 
Baltazar Garzon, the Spanish investigat- 
ing magistrate who has pursued General Pi- 
nochet, quickly filed evidence supporting 
additional charges of torture, most of them 
horrific, with British prosecutors, who are ar- 
guing for the Spanish government's extradi- 
tion request in court. The general denies re- 
sponsibility for any of them. But of more 
legal significance at this stage is the conten- 
tion of his lawyers that all but one of the 35 
charges against him must now be dropped 
because they were not earlier approved as 
part of the case by Jack Straw, the home sec- 
retary, when he issued an authority for the 
case to proceed after the Law Lords’ ruling. 
“This is a powerful argument,” says Robert 
Roscoe, a leading extradition lawyer in Lon- 
don. “The prosecution is not free to keep 
adding as many charges as it wants in a case 
like this.” If the Bow Street magistrate reduc- 
es the charges against the general, extradi- 
tion law will confine Spanish prosecutors to 
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these in any subsequent trial. 

The general’s lawyers also argued that 
Mr Garzon’s case against their client was po- 
litically motivated and that, under the 
torture convention, Spain does not have ju- 
risdiction because none of the victims now 
listed in the charges were Spanish. If the gen- 
eral loses this hearing, all these points will be 
taken up on appeal to the High Court, and 
perhaps once again all the way to the House 
of Lords. In fact, any ruling the magistrate de- 
livers, expected on October 8th, may well be 
appealed against on different points by both 
prosecution and defence. Most extradition 
experts say that appeals of one sort or anoth- 
er could go on for months, if not years. 

The general's case has also provoked le- 
gal and political manoeuvres outside Britain. 
On September 24th Spain’s government, 
which has never been enthusiastic about the 
Pinochet prosecution and only forwarded 
Mr Garzon’s extradition request to Britain 
because it felt it had to, failed in a second bid 
to get a Spanish court to rule that Mr Garzon 
did not have jurisdiction in the case. And on 
September 28th, Chile’s government said 
that it would be lodging a suit against Spain 
before the International Court of Justice dis- 
puting Spain’s right to try the general. Earlier 
this month, the Spanish government reluc- 
tantly turned down Chile’s request for inter- 
national arbitration in the case. 

But none of these moves is likely to free 
the general soon. The International Court, 
for example, takes an average of two-and-a- 
half years to complete a case. The general's 
supporters have one other hope—a release 
on grounds of ill health. They claim that he is 
suffering from dizziness, diabetes, arthritis,a 
heart ailment and prostate trouble. But less 
partisan visitors have claimed that he ap- 
pears to be fine. And Mr Straw has made it 
clear that he will not consider any pleas to 
halt the extradition on health grounds until 
legal proceedings are completed and the 
case lands back on his desk. 

So unless the magistrate conducting this 
week’s extradition hearing surprises 
everyone by dismissing all the charges 
against the general, he faces a range of unat- 
tractive options. He may well be able to 
avoid atrial in Spain and spend the rest of his 
days in Britain with repeated appeals in the 
British courts. Alternatively, he could aban- 
don the legal fight and ask Mr Straw to re- 
lease him on health grounds, but then run 
the very real risk that Mr Straw would in- 
stead send him directly to Spain. Or the gen- 
eral could agree to be extradited to Spain, 
and then hope that reluctant Spanish au- 
thorities will find some way to abandon the 
prosecution there. Finally, he could go to 
Spain and defend himself in a trial held in 
open court, before a panel of unbiased 
judges—an option that none of the thou- 
sands of people tortured or killed by his re- 
gime ever had. 

c 
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AGEHOT got to Bournemouth. But for reasons too humiliating 

to go into, he ended up watching Tony Blair's big speechon a 
microscopic television set in an overpriced hotel room. This was 
fortunate. Many of those who were physically present during the 
prime minister’s address emerged blinking into the daylight in a 
sort of trance. Even journalists seemed unwillingly to have sus- 
pended their disbelief. This is a bad thing in politics generally and 
ought to constitute a dereliction of duty in the case of a journalist. 
And yet more than one seasoned reporter was willing to confess 
that parts of Mr Blair’s peroration had moved them close to tears. 
Bagehot refuses to blub. But he admits that he was impressed. And 
he demands to understand why. 

He wants to understand, first of all, why it was thought until 
this week that if you removed the 
ideology from politics you were 
bound to remove the passion from 
itas well. After all, Mr Blair is notjust 
any old leader of any old political 
party. He is the man who weighed 
up Labour when it was an avowed- 
ly socialist party and found it want- 
ing. He tore up its constitution and 
put “New” in front of its name. He 
took over a party that had turned its 
red flag into a red rose. Now even 
the offending colour has gone: La- 
bour’s new symbol is a golden sun, 
because Mr Blair is now the sun king 
and because whereas roses fade the 
sun keeps on rising. And although 
Mr Blair has tried to replace the 
clapped-out ideology he inherited 
with his impenetrable “third way”, 
ideology is just not his thing. What 
matters is what works. 

You can be sure that before 
Bournemouth many Labour activ- 
ists shared Bagehot’s assumption 
that a man without ideology is a 
man without conviction. They ac- 
cused Mr Blair of the crime which 
the police know as tpa: he saw the 
patty as a useful vehicle and decid- 
ed to Take and Drive Away. But 
though he junked its clapped-out ideology he has always claimed 
to keep faith with its values. The prime minister’s great success in 
Bournemouth this week was to convince his audience—not least 
by almost blubbing himself—that this claim was true. 

And why shouldn’t it be? In the mawkish bit of his speech, Mr 
Blair contrasted the fate of two newborns, one with the proverbial 
silver spoon in its mouth and destined to be Mr Blair; the other 
destined for a life of want and misery. Ending this, he said, was 
what turned him on, got him up early, kept him up late, justified 
his work as prime minister—and of course mattered much more 
than “getting on and off planes, meeting presidents and prime 
ministers, kings and queens”. What is more, he said, this was just 
the sentiment that inspired Keir Hardie, Labour’s first leader, 
when he promised a century ago that the party of the working 
class could deliver peace, happiness and a fuller life. The means 
have changed but the ends, values and principles remain the 
same. There’s continuity for you. And here is something rare: a 
modern politician, unencumbered by ideology, who makes his 
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They will follow him anywhere 

















still possible to use politics to do good in the world. 

No. wonder they almost wept. Even in the remoteness of his 
hotel room, assailed by a tinny voice, Bagehot flinched when Mr 
Blair laid into the forces of conservatism, the elites, the establish- 
ment, those who just can’t be bothered and those who prefer to 
criticise rather than do. Yes, yes: guilty as charged. The effete com- 
mentariat has indeed got away too long with having it both ways: 
agreeing that ideology has ended whilst mocking Mr Blair for try- 
ing todo good without having one. 

And yet, on the train back to London...As Bournemouth re- | 
cedes, the trance begins to fade. Whom, exactly, was Mr Blair | 
blaming for the unequal prospects of those newborns? What, ex- | 
actly, does he propose to do about 
it? The old Labour Party blamed the 
bosses. It proposed to take from the 
rich and give to the poor. But Mr 
Blair is proud tolead a party of boss- 
es and workers alike. He rules out re- 
distribution, except at the margin. 
He is not offended by inequality: 
with the class war over, his is the 
party that has said you are allowed | 
to be “filthy rich” with a clear con- | 
science. Keir Hardie may have liked | 
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followers believe that for all the failed experiments of the past it is | 
l 
| 
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Mr Blair, but he was not like him, 
and would have found him difficult 
to understand. The man cares. He 
wants to change Britain. But how? 

To see where Mr Blair believes 
the blame for Britain’s failures really 
lies, it is necessary to forget the ora- 
tor on the telly and read the text of 
the speech. It repays careful scruti- 
ny. The old professional elites get a 
tongue-lashing. So of course do the 
Conservative Party and various 
“forces of conservatism”, who seem 
on the right to include people who 
hunt foxes. But the bewildering 
thing is Mr Blair’s candour in ac- 
knowledging that so much of this | 
conservatism is to be found on the 
left rather than the right. And not | 
juston the left, but entrenched inside the machinery of the welfare | 
state, which is Labour’s proudest monument, and the attitudes of 
its workers, who are among Labour’s most reliable supporters. 
What has held Britain back? Here is part of the prime minister’s list: 
a culture of failure in inner-city schools, inadequate teachers, the 
establishment that runs the universities; and Labour’s own nar- 
row ideology, which put the party in chains and “made people feel 
we wanted to hold them back, limit their aspirations, when in 
truth the very opposite was our goal”. 

Waterloo station, and the mystery is solved. Mr Blair impresses 
by candour and by daring tostraddle the hostile camps into which 
British politics was divided when ideology waxed more strongly. 
He has travelled light years from the beliefs of his own party. What 
separates. him still from the Tories is not the detail of his pro- 
gramme, but their pessimism, born of ideology, about the ability 
of even a well-run state to make people better. He burns with hope, 
which is why grown men stagger blinking from his optimism. The 
expectations he has raised are now the biggest danger to him. 
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Italian style is not just about style. 


The worldwide success of Italian style is not solely 


about image. It’s about turnover, volume and penetrating 
competitive markets. A success born of the entrepreneurial 
spirit of Italian managers, tackling business in a flexible 
and creative way. SDA Bocconi is the leading Italian 
Business School, and is EQUIS accredited. Its MBA offers 
international talents management training to world 
standards, but with that unique Italian style. A Milan-based, 


16-month course that teaches how to manage business 


pragmatically and creatively, in the classroom and in the 
field. To know more about the contents and advantages 


of our MBA course, fax or e-mail us for a brochure. 


The next MBA information sessions will be held in the 
following cities: Athens, Bucharest, Budapest, Buenos Aires, 
Brussels, Caracas, Copenhagen, Helsinki, Hong Kong, Lima, 
Los Angeles, Madrid, Mexico City, Moscow, New York, Paris, 
Sao Paulo, Shanghai, Tel Aviv, Toronto, Vienna. Find out more 
about location and dates at: www.sda.uni-bocconi.it/md/Ining.html 


Tel. ++39-025836.6605/6606 Fax ++39-025836.3275 E-mail: MBA@sda.uni-bocconi.it 
The brochure and application form can be downloaded from our website: www.sda.uni-bocconi.it/mba/ 


SDA BOCCONI 


Bocconi University School of Management 











3 The Hashemite Kingdom of Jordan 
Invitation for expressions of interest 


Jordan Airports Duty Free - JADF 





As part of its on-going economic reform program, the Government of the Hashemite Kingdom of Jordan has decided to privatize the “duty free shop” 
operations in Jordanian airports. These “duty free shop" operations are currently being separated from Royal Jordanian Airline as part of its financial 
and legal restructuring, and are now incorporated as Jordan Airports Duty Free Shops Company UADF), a fully owned subsidiary of Royal Jordanian 
Investments psc. {RJI) 


JADF has been granted an exclusive 12-year right to. operate the existing duty free shops located at the three Jordanian airports: Queen Alia 
©. International Airport (“QAIA") and Marka Airport, both in Amman, and Aqaba Airport. JADF is based at QAIA, a soon to be designated tax free zone, 
` implying that the company will not be subject to any corporation or sales tax for a period of 12 years from the date of its registration. In 1998, audited 
revenues amounted to approximately USD 24 million, with an operating profit of USD-7.3 million, JADF is uniquely positioned to take advantage of the 
tremendous tourism growth in Jordan with the number of passengers travelling through QAIA last year reaching 2.1 million. 


The Government of Jordan, through Royal Jordanian Investments psc., (RN), is offering 100% of RJI's shares in JADF to an investor with proven financial 
strength through an international invitation to tender. Experience of operating duty free outlets would be viewed as a plus. Interested parties are invited 
to send an expression of interest to Paribas no later than 15 October 1999. Shortlisted investors will be able to receive bidding documents against a 
non-refundable fee of USD 5,000, and. upon receipt of a signed confidentiality agreement These documents will outline the transaction, bidding 
procedure and dataroom rules. It is expected that interested parties will follow the instructions in the bidding documents and submit binding offers 
before year end. The Government of Jordan reserves the tight to exclude any unsuitable bidders, 


JM Doublet, H de Villechabrolle, R Sem 


T PA R I BA S 3 rue d'Antin - 75002 Paris - France 


Tel: +33 1 42 98 68 72 - Fax: +33 1 42 98 11 94 





THIS NOTICE IS FOR INFORMATION PURPOSES ONLY 
AND DOES NOT CONSTITUTE AN OFFER OF SECURITIES FOR SALE 
































The Hashemite Kingdom of Jordan 
Restructuring and Privatization 


a : = a 
Royal Jordanian Airline 
Invitation to tender 
As part of its on-going economic reform program, the Government of the Hashemite Kingdom of Jordan has decided to privatize the national flag carrier, 


Royal Jordanian Airline. To this end, the Government has undertaken a thorough financial and legal restructuring, including a substantial re-capitalization, the 
separation of non-core activities from the airline, and their subsequent incorporation. 









Once privatized, as the sole Jordanian National carrier, Royal Jordanian will retain exclusive rights for all available trafic rights during the first four years and will 
retain exclusive rights for the route network they will then be operating, for an additional four years. Royal Jordanian’s current international destinations stretch 
across America, Europe, North Africa, the Middle East, the Gulf and. South Asia. In 1998, audited revenues amounted to approximately USD 359 million, with an 
operating profit of USD 29.5 million. Royal Jordanian operates a modern passenger fleet of Airbus A310s and A320s. The airline achieved an average seat factor 
of 65% and average yield of 6.3 cents/RPK. Total passengers for the year were 1.2 million and cargo totaled 70,000 tons. 


The first stage of Royal Jordanian’s privatization will be through an international invitation te tender for the purchase of up to 49% stake by a Strategic Partner 
with proven financial strength and airline operational capabilities. A Strategic Partner should be an airline company or a consortium led by an airline company 
and including financial investors. The Government of Jordan reserves the right to exclude any unsuitable bidders. 


Airline companies interested in participating in the bidding process are requested to contact Paribas to receive an Information Memorandum and further details 
on the shortlisting and bidding procedure. It is expected that these interested parties will follow the instructions in the Information memorandum to submit their 
formal expression of interest by 27 October 1999. 
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JM Doublet, H de Villechabrolle, R Sem U Baur, K Botev, D Kistner - 90 Park Avenue, 27th Floor 
3 rue d'Antin ~ 75002 Paris - France ; New York, NY.10028 - United States 
Fek +33 1 42 98 68 72 - Fax: +33 t 42 98.11 94 Tel: +1 212-682 84 55 - Fax: +1 212-986 18 25 
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BUSINESS _ 


The telecoms end-game 


MCI WorldCom is in talks to buy Sprint. If it doesn’t, somebody else will 


N THE past three years merger mania has 

transformed American telecoms. A potent 
mix of regulatory liberalisation, the data rev- 
olution (for which, in large part, read the In- 
ternet) and soaring share prices has created a 
frenzy of record-breaking deals. But those 
days are now drawing to a close, and for a 
simple reason: there will soon be little for the 
predators to gorge themselves on. 

Of the regional Baby Bell telephone com- 
panies, only Bell South is left standing as an 
independent entity, now that the Bell Atlan- 
tic/Gre and sac/Ameritech mergers have 
been approved. Among the big long-dis- 
tance firms, arar has bought a large chunk 
of the cable industry, and mci now belongs 
to WorldCom. 

Which leaves Sprint. Still run by the pio- 
neering Bill Esrey, the industry's longest- 
serving chief executive, Sprint is the number- 
three long-distance company, with about 
11% of the market and a fast-growing, highly 
regarded mobile-phone business, Sprint pcs. 
There is not much, if anything, wrong with 
Sprint. Itisa profitable, well-run, technologi- 
cally ambitious company. 

But even though Sprint has been manag- 
ing nicely on its own, the idea that itis forsale 
has taken hold with unshakeable force over 
the past couple of years. Even Mr Esrey, who 
at 59 is as much the technology visionary to- 
day as he was when he set out to build Amer- 
ica’s most advanced fibre network more 
than 15 years ago, seems resigned to letting 
go, so long as the price is right. At an analysts’ 
conference a few weeks ago, he suggested 
that a sale might be the best thing for long- 
term shareholder value and that he would 
not let personal considerations stop a deal. 

That may, in part, reflect the size of the 
gamble Mr Esrey has made rolling out 
Sprint’s Integrated On-Demand Network 
(ton) Most incumbent telecoms firms are re- 
luctant to scrap the expensive old networks 
they have installed and so have been build- 


ing their data networks alongside their voice 
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infrastructure. By contrast, Sprint has invest- 
ed heavily in technology that can bring fast 
Internet access and multiple telephone lines 
to houses and small businesses through a 
single connection. Thanks to its roots as a lo- 
cal telephone company, Sprint has about 8m 
access lines. In addition, it has been buying 
small wireless cable operators to extend 10N 
in the residential market—an alternative to 
the wall-of-money tactic that arat has used 
to acquire tci and MediaOne. 

Mr Esrey claims that his $2.5 billion in- 
vestment in 10N will give Sprint the edge in 
both cost and service over bigger rivals in the 
next few years. But others are sceptical, fear- 
ing that the firm lacks the resources to pay 
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for its widespread deployment and that the 
technology may not work as billed. 

Another factor propelling Sprint into the 
arms of a suitor is the seemingly inevitable 
dissolution of Global One, the firm’s ill-fated 
alliance with France Telecom and Deutsche 
Telekom that was supposed to offer a one- 
stop communications shop for big corporate 
customers. Whether Global One ever stood a 
chance of success is debatable. 

There is no intrinsic reason why interna- 
tional telecoms alliances should not work, 
but they rarely seem to. Binding different 
networks together is often more difficult and 
expensive than expected; former monopo- ` 
lies have little experience or aptitude for the 
compromises demanded by partners; sup- 
posedly independent managers are con- 
stantly second-guessed by parent compa- 
nies; and customers tend to be forgotten 
amidst what France Telecom’s chairman, 
Michel Bon, has described as the “bedlam”. 

Global One has been especially fraught 
inrecent months because of the ill-tempered _ 
jockeying between Sprint’s European part- 
ners. Deutsche Telekom’s abortive bid for 
Telecom Italia, and especially the failure of 
the German firm’s boss, Ron Sommer, togive 
his partners any warning of his plans, soured 
the atmosphere. When he then turned his at- 
tention to Sprint, Mr Bon was able to exact 
his revenge. France Telecom and Deutsche 
Telekom each hold 10% of Sprint and have 
the right to raise their stake by a matching 
amount if the other does—in effect giving the 
piqued Mr Bon a veto over a German acqui- 
sition of Sprint. 

Faced with this stalemate and weighed 
down by the bid premium on its shares, up 
26% last month alone, Sprint must have felt it 
had little choice but to pursue other options. 
As for Mr Sommer, a big overseas acquisition 
remains the cornerstone of his ambition. 
However, as Keith Mallinson, an analyst 
with the Yankee Group Europe, a telecoms 
consultancy, observes: “Lust is not the same 
as strategy.” 

It is also likely that mcr WorldCom can 
afford to outbid Deutsche Telekom, for the 
same reasons that it was able to trump BT's 
offer for mci two years ago. Deutsche Tele- 
kom would buy Sprint as part of a long- 

term strategy with an uncertain payback, 
l whereas mci WorldCom, despite the 
complexity of integrating yet another net- 
work, should extract enough cost savings 
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from Sprint to keep Wall Street happy. Mi- 
chael Minzlaff, a consultant with Analysys, 
describes the business case for mci World- 
Com as “clear-cut”. 

Although most of the attention has been 
on mci WorldCom’s urgent need to get itself 
a good mobile business, the opportunity to 
unite the subscribers of the second- and 
third-biggest long-distance carriers would 
also yield economies of scale. Price competi- 
tion in the voice market is ferocious—Sprint 
itself started a price war in July when it be- 
gan charging five cents a minute for domestic 
long-distance calls. With investors looking 
on anxiously, any savings could be impor- 
tant. As mcr WorldCom’s chief executive, 
Bernie Ebbers, said recently at a conference 
in New York : “Does Sprint have assets other 
than pcs that would interest us? Well, they 
have a customer base. We're not allergic to 
customer bases.” 

That said, as fixed-line voice telephony 
becomes a low-growth commodity, it is 
Sprint's mobile-phone arm and its 4m sub- 
scribers that must seem irresistible to Mr Eb- 
bers, especially in the wake of last week's 
deal to unite the American wireless assets of 
Vodafone AirTouch with Bell Atlantic’s mo- 
bile business. Also preying on Mr Ebbers’s 
mind is his failure to secure Nextel, the only 
remaining independent national mobile 
company, after lengthy negotiations broke 
down in May over price. Since then, Nextel’s 
share price has almost doubled. 

Sprint as a whole would be much more 
of a mouthful—$90 billion, when $13 billion 
of debt is included. But analysts reckon that, 
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if Sprint pcs remains a tracking stock (one 
that reflects the subsidiary’s fortunes) for a 
few years and if synergies were achieved, the 
deal could be neutral to cash earnings. 

It would also stand a chance of passing 
muster with regulators, given the 43% market 
share of arar and the imminent arrival of 
the not-so-Baby Bells in the long-distance 
market. Bell Atlantic is expected any day to 
apply for—and win—permission to offer 
long-distance services in New York State. 


Time to deal? 


Of course, Mr Ebbers might still walk away 
from Sprint, as he did from Nextel. Yet there 
are few alternatives. And he must factor in 
the new mood of uncertainty in the Ameri- 
can stockmarket. The window may soon 
close on the kind of blockbuster deals that he 
loves—and there are few Sprint-sized firms 
with real customers left to bid for. 


The prediction of a few years ago that 
there would one day be only five or six tele- 
coms firms big enough to compete as genu- 
inely global carriers is on the way to becom- 
inga reality. And four of them are American. 
BT hasits alliance with arat, and despite the 
difficulty of making alliances work, both are 
out of necessity making a good fist of it (it 
could even lead to a merger, although inves- 
tors should not hold their breath). sac and 
Bell Atlantic, once they have digested their 
latest prey, will soon be on the rampage in 
Europe. With Sprint under its belt, mci 
WorldCom will also be in the big league. 

But what about poor Deutsche Telekom, 
so full of ambition but with so little to show 
for it? Next year, the German government in- 
tends to relinquish its majority stake. At that 
point, the would-be predator could easily 
become prey. And other European telecoms 
firms could be next. 

— - a 





Indian television 





Rupert goes to Bollywood 


MUMBAI 


HE sightof Rupert Murdoch being edged 

out of a business causes rejoicing in other 
media companies, which is why his depar- 
ture from some smallish joint ventures 
aimed at the Indian market has attracted so 
much attention. But the interesting question 
about the divorce of Mr Murdoch from Sub- 
hash Chandra, India’s television magnate, is 
not who came off best (it is too early to tell), 
but what it says about Indian television 

Mr Murdoch's Hong Kong-based Star Tv, 
which broadcasts to India among other 
Asian countries, and Mr Chandra’s Zee Tele- 
films have three joint ventures. One pro- 
vides programming for Zee’s channels;one is 
India’s largest cable system and the third 
buys programming from Zee. On September 
24th, Star Tv said it is selling its 50% stake in 
all three to Zee Telefilms for $296m, includ- 
ing a 4% stake in the new, bigger Zee. Zee’s 
rocketing share price (see chart on next page), 
boosted partly by a general enthusiasm for 
high-tech and media firms, meant that Mr 
Murdoch ended up with a smaller slice of 
the company than he had expected. 

Yet that does not mean that the split, or 
indeed the original joint ventures, were bad 
deals for Mr Murdoch. Over the past six 
years the Indian market has changed. What 
made sense then no longer does. “Initially 
both parties did well out of the arrange- 
ment,” says Kai Taraporevala of Indian Advi- 
sory Partners, a mergers-and-acquisitions 
advisory firm. “Star learnt about India, and 
Zee learnt about broadcasting.” And the In- 
dian market for television advertising was so 
small that it made sense for the two to work 
together—if they could rubalong. 

That has proved harder as the years have 





gone by. The main point of contention has 
been a clause in the deal by which Star 
agreed not to screen Hindi programming on 
any of its six channels. As it has turned out, 
Bollywood fare has been by far the most 
popular programming in India, and Star has 
been showing it too. Earlier this year, Mr 
Chandra sued Mr Murdoch in a British court 
for breaching his agreement. 

The divorce will extricate Mr Murdoch 
from that mess, and free him to show as 
much Bollywood jollity as he likes. Rumour 
has it that Star plans to investa billion rupees 
($23m) in 25 Hindi films over the next year. 
For its part Zee is planning a sports channel, 
and three English-language channels, which 





See n SS 


The Zee generation 





THE ECONOMIST OCTOBER 2ND 1999 


Stability: 
In turl 


dl 





www.ubs.com/privatebanking 


ey Games by applying innovative thinking to 

at is perhaps the most diverse and deadline-pressured 

i usiness venture on Earth, it’s a multi-million dollar 
‘operation ouching the lives of some four billion people. 
supplying the telecommunications needs 


ray of industries like media, catering, 


tality, security and transport. 


company and an innovative solutio 
global marketplace. With offices spanning the 


to more:than 230 countries worldwide. Talk to Telstra 
and discover how our gold medal perform< 
get your business into better shape. 

elstra Stand at ITU Telecom 


























9. 























Mr Chandra announced on September 29th. 
Star already has its own sports channel, in 
partnership with Disney’s espn. “Zee needs 
sports,” says Mr Taraporevala. “In India, the 

< second-most popular thing after Bollywood 
is cricket.” 

Splitting with Mr Murdoch frees Mr 
Chandra to do deals with other big global 
media companies for sports or other chan- 
nels. Both companies will thus be better- 
placed to compete for the healthy growth in 

India’s television-advertising market. 
It looks, as a result of this deal, as though 
India will end up with three strong conten- 
x dersin the commercial-television business— 
; Zee, Star and Sony, an offshoot of the Japa- 
+ nese consumer-electronics company which 
has flourished on the back of films from its 
< Hollywood studio as well as local produc- 
tion. Analysts expect more consolidation in 
“India’s television industry. The big three are 
likely to buy some of the country’s smaller 
regional television networks. 

The wild card is India’s long-promised 
broadcasting bill, which, if and when it 
eventually appears, is supposed to clarify 

_ the status of foreign broadcasters. It is possi- 
_-ble—particularly given the strong showingin 
_ pre-election polls by the nationalist Bjp— 
-that the bill may restrict foreign broadcast- 
~ers’ access to the Indian market. That could 
. be another reason why Mr Chandra thinks 
he is better off without Mr Murdoch. 
eae | 





i Electronic books 
Ina bind 


TOKYO 


THE Japanese are the bookworms of the 
. world, reading no fewer than 1.5 billion 
books a year as they commute long hours on 
trains so packed that nobody can open a 
“newspaper. Yet, despite sales of ¥41 trillion 
($9.5 billion) a year, the country’s book in- 
“dustry is struggling. Returns of unsold books 
“from retailers have risen from 35% to more 
ihan 41%. Among whodunnits and bodice- 
_ tippers, more than 70% are often returned. 
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Worse for the industry, the government 
is threatening to abolish restrictions on com- 
petition. If price-fixing ends early in 2001, as 
expected, foreign retailers such as Barnes & 
Noble will be able to sell cheap books in Ja- 
pan. E-commerce firms, such as Amazon, 
could also set up distribution centres, some- 
thing that publishers and booksellers across 
the country have so far fended off. 

Now the book business in Japan is put- 
ting up defences against the twin threats of 
retums and foreigners. Appropriately 
enough, in the home of the consumer prod- 
uct, the Japanese publishing industry is put- 
ting its faith in electronic books. 

Since July, a consortium of 145 Japanese 
book publishers, printers, retailers and oth- 
ers has been experimenting with offering 
books on demand. In November, the trial 
will start on a national scale, with roughly 
5,000 titles available from kiosks in book- 
shops and convenience stores. Some 500 
people have been given electronic-book 
readers, a gadget the size ofa paperback with 
ascreen like that of a laptop computer and a 
slot to take a memory card that can store 
three or four novels. The books online range 
from classics to manga comics plus out-of- 
print titles and textbooks. The consortium, 
called E-Book Japan, is spending ¥900m; it is 
being subsidised by the Ministry of Interna- 
tional Trade and Industry. 

Apart from fending off interlopers from 
the Intemet, Japanese publishers see e- 
books as a way of slashing the costs of pro- 
duction and distribution, which currently 
account for more than 75%of the total. Like e- 
book pioneers in America, they point to the 
trend away from paper-based products as 
the technology for downloading and dis- 
playing text electronically gets cheaper, 
more convenient and easier on the eyes. 

But such claims contain plenty of wish- 
ful thinking—as the paper-strewn modern 
office attests. The road to electronic publish- 
ing is littered with abandoned attempts to 
avoid paper and ink. A year after it was 
launched, America’s 100-member Open 
eBook consortium has at last 
hammered out a publishing 
standard to replace the various 
proprietary standards now in 
use. The initiative, under the 
auspices of the National Insti- 
tute of Standards and Technol- 

ogy, includes such firms as Mi- 
crosoft, Houghton Mifflin and 
Barnes & Noble as well as e- 
book publishers such as Nuvo- 
Media, Everybook, Glassbook, 
Librius and SoftBook Press. Yet 
the crucial issue of copyright 
protection remains unresolv- 
ed. Without some form of en- 
cryption to prevent pirating, 
copies of e-books can be run - 
off by the thousand. 

Nor has anyone yet-man- 
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aged to match the quality of print using type 
on a liquid-crystal screen of the sort found ` 
on laptop computers. Microsoft is supplying 
a font technology called ClearType to the. 
Open eBook initiative. The company says 
that this makes the screen’s pixels (the indi- 
vidual dots that create the image) look four 
times smaller than they actually are, and the 
overall image four times sharper. But liquid- 
crystal screens provide a resolution that is 
less clear than even the cheapest laser print- 
ers, let alone offset printing presses. 

Which has prompted a handful of firms 
to try and marry the economics of electronic 
publishing with the quality of printing. The 
first to do so in Japan is Fuji Xerox, which in 
May started a publishing-on-demand ven- 
ture that lets customers browse through pub- 
lications on its website and pick the material 
they want. The company then formats the _ 
text, prints and binds a copy for the custom- 
er, and puts itin the post. 

Ideally, Fuji Xerox wants customers such 
as stockbrokers, engineering firms and gov- 
ernment agencies, which order dozens or 
even hundreds of copies of a single report or 
catalogue. It certainly does not want orders 
for several thousand copies at a time, be- 
cause its laser printers are cheaper than 
printing presses only on production runs of 
fewer than 1,500 copies. Dai Nippon Printing 
and Kodansha, two other Japanese firms 
that plan to supply publishing on demand, 
both reckon the best niche is no more than 
500 copies at a time. But then they also have 
to protect large investments in conventional 
presses. 

Aselsewhere, the book industry in Japan 
has realised that today’s publishing, with 
nearly half its stock winding up as pulp, is a 
rotten way of doing business. As publishers 
add titles to their lists (66,000 new titles were 
published in Japan in 1998, compared with 
48,000 in 1993), production runs are coming 
down. One way or another, more of the 
books being read by Japan’s morning strap- 
hangers will be produced electronically, 
probably one at a time. 
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Prince Alwaleed 


Still stellar? 


vj Cie past few months have not been kind 
to Prince Alwaleed bin Talal, the world’s 
richest businessman outside America. Any 
portfolio of investments is bound to have its 
disappointments. Yet in the Saudi prince's 
case these have been surprisingly severe, 
while his successes have been few. 

The bulk of his investments, which is in 
listed American shares, has broadly kept 
pace with the market—a fair performance, 
though hardly a world-class one. The prince 
now takesadim view of the future for Amer- 
ican equities. In late August he told Bloom- 
berg,a news agency, that he would not make 
any new investments anywhere in the fore- 
seeable future, as he expects a decline in 
stockmarkets, especially in America. 

That means he will increasingly depend 
on projects in unlisted assets for his growth. 
In these, the prince has recently struggled. He 
sees himself as a long-term investor with an 
eye for a bargain. Typically, he invests in 
firms that are down on their luck. For in- 
stance, the flotation of London’s Canary 
Wharf in March realised a large paper profit 
for the prince, who was part of a consortium 
that bought the company in 1995, after it had 
filed for bankruptcy protection. 

Although Canary Wharf’s shares tum- 
bled this week, after its owners bungled a 
placement of a 7.4% stake, the prince is still 
well ahead on this investment. But other 
“bargains” have turned out less favourably: 
Over two years, the prince spent $112m ac- 
quiring a 17% stake in Planet Hollywood, a 
restaurant chain. Planet Hollywood's shares 
are now almost worthless; in August it filed 
for bankruptcy protection. As part of a fi- 
nancial restructuring, Prince Alwaleed 
agreed to inject $10m for about 23% of the 
firm’s equity capital. The prince has also in- 
vested a further $5m to develop more restau- 
rants. Planet Hollywood says it will have dif- 
ficulty financing its share of these projects. 

e In the past two years the prince bought 
bonds in Daewoo, South Korea’s most belea- 
guered conglomerate, with a face value of 
about $150m. Having been caught by the 
Asian crisis, the group may now enter a leng- 
thy debt workout or even file for bankrupt- 
cy. Daewoo's dollar-denominated bonds are 
now worth less than half of their face value, 
according to the firm. Some $100m-worth of 
Prince Alwaleed’s bonds are convertible 
from this month into shares, at a price of 
6,000 won ($5) per share; but the firm’s shares 
are worth abouta quarter of that. 

e In 1988 he invested $200m in Teledesic, a 
start-up that plans to put 288 satellites into 
orbit to create a high-speed “Internet in the 
sky” by 2004. Yet this summer saw the bank- 
ruptcy of Iridium, a satellite-ccommunica- 
tions project with a similarly long-term am- 
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bition. Although Teledesic says it is still 
confident of success, others fear that the im- 
provement of rival technologies, such as 
broadband wireless and fibre optics, will 
leave Teledesic with little but niche markets. 
e Prince Alwaleed may face legal action over 
a channel on Arab Radio & Television (ART), 
asatellite-rv company in which he has a 30% 
stake. He is in dispute with a British media 
executive who in 1993 approached him with 
plans for a music channel. The executive 
says he was promised an equity stake in the 
venture. In April 1995, ART started a music 
channel, art-5, which the prince personally 
supervises; however, the executive never re- 
ceived any shares. 

e The prince has even suffered in Saudi Ara- 
bia. In February he announced that United 
Saudi Bank (uss), of which he owned 30%, 





A darker outlook for the prince - 


would merge with the much larger Saudi 
American Bank (Samba). Samba is 30% own- 
ed by Citigroup, in which the prince has a 
large stake. In July, after unseemly public 
squabbling over the merger terms, a share in 
uss was valued at $28, compared with a 
price of $44 a year earlier. Although the 
prince was chairman of uss, he does not 
have a seat on Samba’s board. 

On the face of it, although such setbacks 
may anger the prince, they are no threat. Ear- 
lier this year he estimated his fortune at 
about $15 billion. Yet in August, the prince 
pledged his 2.3% holding, worth about 
$265m, in Mediaset, Italy’s largest private 
broadcasting company, to a bank for up to 
three years, in return for a loan of an undis- 
closed amount. And he has in recent months 
been in talks with bankers about a line of 
credit, for himself or for one of his projects, 
of up to $500m. This is odd for an investor 
who prefers to avoid debt; it is even odder for 
one who likes to keep a float of something 
like $1 billion in cash. 





Selling make-up 


Cosmetic 
surgery 


NEW YORK 


N THE country where “category killers” 

were invented, cosmetics are coming of 
age. On October 14th a huge shop specialis- 
ing in colour cosmetics, skin creams and 
scents will open in New York, one of the few 
places where department stores still rule. 
Like some bumptious debutante, Sephora is 
plonking itself down in Rockefeller Centre 
right across the street from Saks Fifth Ave- 
nue, the city’s raddled grande dame. 

Sephora, owned by vmn, a French luxu- 
ry-goods group, aims to modernise the retail- 
ing of cosmetics. Since LvMH bought the 
business in 1997 from Boots, a British chain 
of pharmacies, it has quadrupled the num- 
ber of shops to around 220. Most of these are 
in Europe, but there are plans for 50in Amer- 
ica by the end of the year; Asia’s first, in To- 
kyo, is due to open at the end of November. 
Worldwide revenues grew by 55% to $375m 
last year, and Lvmu’s chairman, Bernard Ar- 
nault, expects them to reach $1 billion in a 
few years. The question is what Sephora will 
mean, both for cosmetics makers and for the 
department stores that stock their products. 

Measuring 21,000 square feet (1,95) 
square metres), New York’s “temple to beau- 
ty” isnot Sephora’s first shop in America, but 
it is by far its biggest to date anywhere in the 
world. It threatens to be trendy in the ex- 
treme, with tribal art, video images and 
black Lycra stretched across all three floors 
As part of an “experience” designed to draw 
in younger consumers, the shop will offe 
16,000 products, including brightly colourec 
lipsticks, nail varnishes, shower gels anc 
perfumes, spanning 300 brands from across 
the world, a selection unmatched by ever 
the largest department store. 

Sephora debunks the hocus-pocus tha’ 
still surrounds make-up and perfume- 
something that is cultivated both by brand: 
ed luxury-goods groups and by departmen! 
stores to justify the prices they charge. In: 
stead of white-coated “beauticians”, trainec 
in pushy sales tactics and pseudo-scientific 
jargon, Sephora encourages customers t 
think for themselves, letting them experi 
ment, and even providing make-up remov 
ers and cotton pads. Litsa Grigoropoulos, é 
sales assistant at Sephora’s smaller down 
town shop in Manhattan’s Soho district 
used to work at Macy’s (part of Federatec 
Department Stores). “In department store: 
you work on commission. It’s all sell, sell, sell 
You persuade customers that a skin crean 
will work only if they also buy this or tha 
other product. Here we don’t push any 
brands, we just help if asked.” 

Sephora has borrowed from specialist: 


THE ECONOMIST OCTOBER 2ND 199 






in other fields. As in Virgin Megastore’s re- 
cord shops or Barnes & Noble’s bookshops, 
Sephora has a shelf of “top ten” best-selling 
fragrances and another of new releases. It 
groups scents alphabetically by brand in 
racks that resemble a record shop, giving fa- 
mous brands the same shelf space as little- 
known ones. 

All this is a threat to department stores, 
which have, until now, faced only limited 
competition from specialists. The effect is al- 
ready showing: Sephora’s like-for-like sales 
are growing by 1% a year, compared with 
around 3.5% for cosmetics sales in depart- 
ment stores. Moreover, perfumes and make- 
up have extremely high margins (which is 
why they are usually found on adepartment 
store’s ground floor). According to Allan 
Mottus, the editor of the Informationist, a 
trade magazine, they contribute as much asa 
fifth of department stores’ profits. 

Department stores are starting to re- 
spond. Bloomingdale’s has spent more than 
$6m revamping its sales counters to make it 
easier for customers to try out products with- 
out being bothered. Saks and Nordstrom are 
also moving towards this technique of 
“open selling”. In August Sephora sued Ma- 
cy’s, after the American firm mimicked the 
French one with its own chain of cosmetics 
shops, called Souson. 

Harder to judge is the effect on the big 
cosmetics brands (among them LvmMu’s own 
Christian Dior and Givenchy). On the one 
hand, Sephora is a welcome new distribu- 
tion channel that sells products at full price 
and will appeal to younger customers. On 
the other, Sephora gives space to new brands 
and often splits ranges into product catego- 
ries, thereby making it harder to sell combi- 
nations of products—a speciality of the de- 
partment-store counter. 

Worse, Sephora could prove a Trojan 
horse. Roughly 8% of its shelf space is devot- 
ed to its own-brand cosmetics, but the pro- 
portion is growing. Its make-up, bath-gels 
and accessories are cheap and innovative. 
The opening of the store on Fifth Avenue will 
coincide with a new website and a $25m ad- 
vertising campaign designed to push itsown 
brands even harder. 

Atthe moment many suppliers are hedg- 
ing their bets. Chanel sells perfume through 
Sephora, but not make-up. Fred Langham- 
mer, president of Estée Lauder, which sells 
some brands in Sephora, has a foot in both 
camps. He agrees that today’s customers are 
more independent and welcomes Sephora 
as a “new dynamic”, but insists that the ex- 
pert advice of department stores is still val- 
ued, particularly in skin care. He is still decid- 
ing whether Lauder will patronise Sephora’s 
Fifth Avenue store, possibly worried about 
hurting business at nearby Saks. 

Eventually, however, suppliers will face 
two choices. They can either consolidate in 
order to gain new brands, cut costs and in- 
crease their bargaining power. Or they can 
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take the fight to Sephora by becoming retail- 
ers themselves. By 2001, for example, Japan’s 
Shiseido hopes to open as many as 85 cos- 
metics stores for its 5$ Five Senses range. 

If cosmetics retailers follow the path 
trodden by food retailers, the He arrage bet- 
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ween brands and their own-label substi- 
tutes will hurt both manufacturers and re- 
tailers. But consumers should benefit, and 
with little bottles of perfumed water costing 
upwards of $50 apiece, a bit more competi- 
tion is long overdue. 
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Chemicals 


DuPont's punt 


WILMINGTON, DELAWARE 


Can the world’s biggest chemicals firm embrace greenery and thrive at the 


same time? 


O GET a sense of the way safety is rooted 

in DuPont's culture, walk around the 
Brandywine valley in Wilmington. It was on 
these hills that El. du Pont de Nemours, a 
French immigrant, founded an explosives 
firm two centuries ago. At a time when rivals 
thought little about the well-being of work- 
ers, he invested heavily in safety. Factory 
walls were several feet thick in places, to ab- 
sorb impact. Any workers found with 
matches were sacked on the spot. The firm 
used wooden railway tracks and tools, to 
prevent accidental sparks. The tradition of 
safety remains: DuPont's record is six times 
better than the industry average. 

Chad Holliday, the current chairman of 
DuPont, is applying the same zeal to the en- 
vironment. He no longer talks of delivering 
ever-bigger profits for shareholders, for ex- 
ample, but of “sustainable growth for stake- 
holders.” Rather than banging the drum for 
increased sales volumes, he stresses the need 
to “reduce materials use dramatically”. 





In September Mr Holliday even attached 
numbers and dates to his environmental 
goals. The firm promises that fully a quarter 
of its revenues in 2010 will come from “non- 
depletable” inputs such as agricultural feed- 
stocks—and, by implication, not from petro- 
leum. The current share is less than 5%. The 
firm vows to reduce its emissions of green- 
house gases by 2010 to 65% below the levels in 
1990, while keeping energy use flat. DuPont 
promises to do all this while maintaining re- 
turns on investors’ capital in the high teens 
and lifting revenue growth to 6% a year, up 
from its recent annual average of 2%. 

The energetic Mr Holliday (at 51, he is the 
youngest man without du Pont blood to run 
the firm) has already begun pursuing this 
greener and more profitable future. In only.a 
year and a half at the helm, he has already 
hived off Conoco, the firm’s oil division, and 
is about to complete a $10 billion takeover of 
Pioneer. The deal will transform DuPont into 
one of the world’s biggest biotech firms. 

This will inevitably attract protests from 
opponents of genetic engineering, but given 
that the aim is to use transgenic crops chiefly 
in polymers, rather than foods, Mr Holliday 

thinks such hostility will soon fade. Such 
a move will shift DuPont from dirty, de- 
pletable petroleum, the traditional bed- 
fellow of chemicals, toward the renew- 
able resources of biotechnology. 
Indeed, DuPont prefers to call itself a 
“science” firm these days (it has just 
scrapped its pre-war motto, “Better 
things for better living through chemis- 
try”, for “The miracles of science”). 
Sceptics abound. Chemicals remain 
the heart of DuPont's operations—-making 
them is still among the dirtiest of industrial 
processes. “I haven't seen a miracle except 
at Christmas,” snorts one rival, “and that 
comes only once a year.” She says her 
own firm thinks of voluntary environ- 
mental investment as a cost, and says it is 
naive to see it as a source of profits. One 
industry insider says “it will take a gen- 
eration, not ten years, for renewables to 
replace a significant share of the current 
petrochemicals asset base.” 
Investors also have plenty of ques- 


79 


- BUSINESS 


tions. DuPont’s share price initially respon- 
ded well to Mr Holliday’s vision, but doubts 
then set in (see chart). James Wilbur of Salo- 
mon Smith Barney, an investment bank, 
does not really see the point of the green ini- 
tiatives. He suspects that they are part of a 
.. broader strategy for DuPont to distinguish it- 
self from its cyclical, low-growth peers so as 
to win a higher rating for its shares. 

Mr Holliday says he understands the 
scepticism. He admits that his firm was for 
decades one of the “bad guys”. Paul Tebo, its 
environmental boss, explains that it was a 
“regulations-plus kind of company’: it 
would make only those investments in envi- 
ronmental quality that were required by 
law, along with others that led unambigu- 
ously to immediate profits. Now, say the 
firm’s bosses, they see investment in the en- 
vironment notas a burden, but as the core of 
aradically different way of defining growth. 


Natural profits 


This sort of view is usually championed by 
greens, not by bosses of a $25 billion chem- 
icals firm. Amory Lovins, a well-known en- 
vironmental activist, argues in “Natural 
Capitalism”, a new book, that by promoting 
the efficient use of materials and insisting on 
clever, innovative design at every link in the 
value chain, firms can make more money 
even as they reduce their adverse environ- 
mental effects. He praises DuPont as a vi- 
sionary firm that will change the behaviour 
of its competitors. 
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DuPont would be thrilled. One example 
of its new initiatives is its pledge to reduce 
what it calls the “environmental footprint” 
of all its businesses. To that end, the firm has 
changed the criteria on which managers are 
assessed, to include measures of green im- 
pacts. This has increased the efficiency of its 
use of raw materials. A decade ago, the firm’s 
average materials yield was about 75%~—ie, 
every pound of raw material yielded only 
three-quarters of a pound of goods. Now, the 
materials yield for products such as Lycra, a 
$2 billion business in its own right (see box), 
is well above 90%. Mr Holliday wants to see 
that ratioclimb across the firm, and he wants 
any waste that remains to be recycled. In- 
spired by the firm's commitment to “zero 
safety incidents”, he says the goal is “zero 
waste and zero emissions.” 

As well as abolishing waste, the firm also 







wants to “dematerialise” its products. On the 
face of it there is something odd about a ma- 
terials firm advocating less use of materials. 
Yet DuPont points to the example of its car- 
paints business: because it makes money by 
painting cars for car makers, it shares their 
incentive to sell less paint. 

Mr Holliday explains. the apparent para- 
dox by pointing to the semiconductor indus- 
try: “Those firms make ever smaller prod- 
ucts, but because they deliver more benefits 
they make bigger profits overall.” Indeed, he 
sees Intel as a model of the “knowledge- 
based” firm that he wants DuPont to be- 
come. A good example is the polyester-films 
group, another billion-dollar business. Films 
have been getting thinner, but because they 
have been getting stronger and better, cus- 
tomers are willing to pay more for them. 
Whereas a film that is 0.9 microns thick sells 
for $170 a pound, for example, a 2 micron 
film fetches only $30 a pound. 

Yet transforming DuPont into a green 
paragon will not be easy. One ingredient of 
success may lie on the estate where du Pont 
built his factory. The magnificent mansion 
that sits atop one of those hills is the foun- 
der’s most telling commitment to safety. Du 
Pont was so sure that his factory would not 
blow up that he lived within a stone’s throw 
of the works. If Mr Holliday wants to con- 
vince the world that DuPont is becoming 
green, perhaps he should consider living 
downwind from its dirtiest smokestack. 





Stretch-pockets 


OLLYWOOD stars may hog the lime- 
light, but sometimes it is the support- 
ing.actor who makes the movie. So itis with 
Lycra, a stretch-fibre invented by DuPont 
that exemplifies the firm’s strategy of sup- 
plementing matter with mind. 
Lycra is found in everything from bras 
to cycling shorts. Despite a lowly start 40 
years ago as a replacement for rubber in 
girdles, Lycra now shares the stage with the 
most famous names in fashion. This au- 
tumn Emporio Armani is using Lycra’s 
name to advertise its new ready-to-wear 
collection; and Levi Strauss and Liz Clai- 
| bome are also preaching the Lycra brand. 
Like NutraSweet, Dolby and Intel, Ly- 
cra is that rare thing, a branded ingredient. 
Itmay make upno more than 2% of a fabric, 
yet it has managed to transcend the fash- 
ion labels in whose clothes it asserts its 
own brand status. According to Inter- 
| brand, a consultancy, Lycra is the eighth- 
most valuable textile brand in the world, 
ahead of Wrangler Jeans and Hugo Boss. 
Lycra is not only a famous name, it is a 
clever idea too. If you stretch it 600%, it will 
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bounce back toits original shape;add 4% to 
an Armani suit and the consumer gets 
something that is more comfortable and 
wrinkles less. Lycra in shoes makes leather 
softer and less likely to lose shape. A recent 
survey by Procter & Gamble ranked Lycra 
as the 14th-most-important fashion inno- 
vation of this century, beating the back- 
pack and the miniskirt. 

Theold DuPont deserves credit for hav- 
ing recognised Lycra’s potential. Early and 
consistent marketing support built Lycra 
into what it is today. (It helps that DuPont 
has 52% of the worldwide market for span- 
dex, the generic name for Lycra.) 

But it is the modern DuPont that has 
discovered that the Lycra brand stretches 
almost as far as the fibre itself. In the past 
two years, Lycra’s management, led by Ste- 
ven McCracken, has been working with 
fashion designers to think up new uses for 
Lycra, including mixing it with leather and 
luxury fabrics, and marketing it to teenag- 
ers. This year DuPont is doubling Lycra’s 
marketing budget to around $40m and 
launching its first global advertising cam- 








paign. Demand for Lycra is currently grow- 
ing at around 10% a year, compared with 
only 2% for spandex, even though it is 
priced at a premium of 20-25%. | 
DuPont is reaping substantial rewards. | 
The firm will not disclose Lycra’s contribu- 
tion to profits, but John E. Roberts, of Mer- 
rill Lynch, calls it “one of the all-star prod- 
ucts within DuPont.” Last year the 
specialty-fibres division (of which Lycra is 
the biggest part) generated a fifth ofoverall | 
earnings and produced margins of 20%, 
compared with 12% for the whole group. 
Dupont’s scientists now need to show that 
they toocan stretch their imagination. 
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Russia's unlikely communist 


As a newspaper publisher in Russia, Derk Sauer relishes his independence. Yet it is as much a 
weakness as a strength 


66 ANY oligarch can buy our newspaper— 

t a kiosk.” For foreigners, the posters 
splattered all over Moscow's hoardings, ad- 
vertising Vedomosti, Russia’s newest newspa- 
per, need a little translation. The oligarchs are 
the bunch of tycoons who dominate Russian 
business and much of its politics. Russia’s 
newspapers are, by and large, appendages of 
their business empires, used as tools of influ- 
ence. One of the few independent titles, Kom- 
mersant, has just been taken over by Boris Be- 
rezovsky, the oligarchs’ oligarch. 

Vedomosti, the posters are saying, is dif- 
ferent. Certainly, its parentage is unusual. 
Two of the partners in the three-way joint 
venture that launched it are the Financial 
Times, part-owner of The Economist, and the 
Wall Street Journal. These ancient rivals came 
together in Russia because they were both ne- 
gotiating with Derk Sauer, a Dutchman who 
is also Russia’s most successful publisher. 
Rather than compete for his favours, or go it alone in such a diffi- 
cult market, they decided to pool their resources. The three have 
put a total of $1om into a three-year project that will test whether 
an independent newspaper can survive in Russia. 

Mr Sauer, a small, cheerful man in a glossy white office over- 
looking a building-site, is an unlikely member of Russia’s new rich. 
A former member of the Dutch Marxist-Leninist party, who re- 
tains his hard-left beliefs, he thinks the Netherlands is the closest 
thing to heaven on earth, and that modern Russia is a social night- 
mare. He used to be a journalist, and came to Russia ten years ago 
to launch a Russian-language magazine for vnu. “It was a disaster. 
The Russian journalists all thought they should get big Mercedes. 
You can imagine how that went down with a conservative Dutch 
publishing company.” Mr Sauer wanted to start an English-lan- 
guage newspaper, but vnu had had enough of Russia. So he left in 
1992, and founded the Moscow Times with a colleague. 

At first it looked as though vnu was right. The Moscow Times 
was well-regarded but lost money. As a last throw, the partners 
persuaded Hearst, the publishers of Cosmopolitan, to let them 
launch a Russian edition. Within months, it was selling 400,000 co- 
pies. It became the most profitable edition of Cosmopolitan any- 
where. Now Independent Media, Mr 





oligarch. He arranges some credits. Then each 
month, the editor tots up the bills, sends them 
to the oligarch, and he writes a cheque. There's 
no strategy, no marketing, no cost-control.” 
The result is too many newspapers, all un- 
profitable. At present, there are nine “quality” 
titles. The consensus among Russian journal- 
ists and editors is that it is impossible to make 
money in such an oversupplied market. 

Nonsense, says Mr Sauer. There is nothing 
wrong with the market thata little hard work 
will not set right. He points out that he sold 
$2.5m of advertising for Vedomosti before it 
launched. It’s all in the management, he says. 
“Being Dutch sometimes helps. We've always 
run a very conservative ship. We have no 
debts. Our investment has been financed 
through our own cashflow. We never bought 
houses in the south of France or big Mercedes. 
Most other publishers have had to go to the 
bank, or someone else, to ask for favours. And 
nothing is free in life—especially in this country.” 

That is what Kommersant, the main competitor for Vedomos- 
ti, has discovered. A business-oriented paper born in the optimis- 
tic months following the collapse of communism, it got into finan- 
cial trouble in the aftermath of last year’s crash. Following a very 
Russian period of confusion, involving a company called Ameri- 
can Capital run by a 27-year-old Iranian, it emerged that Mr Bere- 
zovsky had somehow gained control. And, in August, Kommer- 
sant started to pay the price of politicisation. The paper was briefly 
shut down by the Moscow fire inspectorate. The fire inspectors’ ul- 
timate boss is Yuri Luzhkov, mayor of Moscow, who belongs to the 
opposite political camp to Mr Berezovsky. 

In this murky political environment, Mr Sauer says he guards 
his independence carefully. “I get approached on a weekly basis 
by banks and institutions who offer me money. I don’t want it.” 


Friends in need 

Yet Independent Media is not quite a virgin. Four years ago, Mr 
Sauer sold 10% to Menatep, a bank that has featured in America’s 
investigation into Russian money-laundering. “I felt it was impor- 
tant to have a local partner,” he explains. A former colleague elab- 
orates: “We had become a big company. 








could have had the whole business for 
nothing—bought a 35% stake in the com- 
pany for, it is said, $40m. 

But things are more difficult now. 
First, Russia’s financial crash has reduced 
advertising revenues (see chart). And sec- 
ond, the launch of Vedomosti has taken 
Mr Sauer into a new, more difficult, bit of 
the publishing industry. 

Russia’s “quality” newspapers are not 
really run as businesses. As a Russian jour- 
nalist involved in a couple of start-ups ex- 












Sauer’s firm, publishes nine consumer Gone Sauer We needed an investor who was a player, 
and two trade magazines, and three Russian advertising market 16| who we could go to when people started 
newspapers. Last year, vNu—which Sbn taking pot-shots. It’s a business in which 


you're politically exposed. Unless you're 
stupid, you get some protection.” Now 
Menatep has gone into liquidation, and it 
is unclear what will happen to its stake. 

That episode casts a shadow over the 
future. Mr Sauer felt vulnerable enough to 
bring Menatep on board when he was 
publishing nothing riskier than lipstick 
ads and girlie pics. Now he has strayed 
into more dangerous territory. Serious 
journalism will pit him against serious 
business interests. Staying independent 
will take a lot of nerve. 
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I have never settled for better, 
when best was within reach. 


I have zero interest in okay. 


I have never mistaken listening 
for understanding. 


I have frustrated cynics. 


I have been difficult when necessary. 
I have been easy when faced with perfection. 


I have lit fires. 


I work for J.P. Morgan. 


JPMorgan natashatsukanova@jpmorgan.com (investment banking-energy advisory) 
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The Scottish play 


Bank of Scotland’s hostile bid for National Westminster Bank heralds another 
bout of consolidation among Britain’s banks 


HE hunter has become the hunted. Bare- 

ly three weeks after National Westmin- 
ster Bank, Britain’s fourth-biggest, launched 
an agreed bid for Legal & General (Lac), the 
country’s seventh-biggest life insurer, the 
bank has itself been bid for. To add insult to 
injury, the (in this case) hostile bidder, Bank 
of Scotland, is much smaller than its target. It 
is a measure of how disenchanted investors 
have become with NatWest that the bid (or 
one from another predator) stands every 
chance of success, NatWest has huffed and 
puffed: Sir David Rowland, its chairman, 
said the bank was determined to stop Bank 
of Scotland acquiring it “on the cheap”. Butit 
will almost certainly lose its independence. 

A similar fate may await Barclays, Bri- 
tain’s third-biggest bank, which suffers from 
many of the same ills as NatWest. Another 
round of consolidation is under way among 
Bnitain’s banks. And size, as the NatWest deal 
demonstrates, will be no protection. 

What prompted this bid was a blunder 
by NatWest. Whatever the strategic merits of 
its offer for Lac—and banks have not 
proved very successful at cross-selling insur- 
ance~-it had offered too high a price. So its 
shares fell sharply when it announced the 
deal. With an eye to the main chance, Bank 
of Scotland, which had sniffed around Nat- 
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West before but was rebuffed, stepped in. 

Opportunistic it might be, but that does 
not mean that Bank of Scotland will get con- 
trol too cheaply. NatWest has consistently 
underperformed. Compared with Bank of 
Scotland, or other banks like Lloyds tsp, its 
shares have done badly. Investors have be- 
come thoroughly disenchanted with the gi- 
ant, which is flabby, virtually focus-free, and 
has a terrible record of acquisitions. Its cost- 
to-income ratio, a rough guide to how good a 
bank is at reining in costs, is, at 67%, a dis- 
grace. For comparison, Lloyds rsx's is 43% 
and Bank of Scotland’s 48%. Gleacher, a cor- 
porate-advisory business that it bought in 
1995, was sold back to managers this year. 
Gartmore, a fund-manager it bought in 1996, 
has done badly. 

Its forays into investment banking have 
also been disastrous. Last year it sold its equi- 
ties business to pt Alex. Brown, now part of 
Germany’s Deutsche Bank. On September 
2oth, it sold Hawkpoint, a corporate-finance 
boutique, back toits managers. It is hard to 
disagree with the view of Peter Burt, Bank of 
Scotland’s chief executive, that “NatWest 
has been consistently disappointing.” 

Might his managers be able to turn the 
bank around? Certainly Bank of Scotland, 
the oldest British clearing bank, has a better 


track record. For a start, it has long been more 
innovative. It was, by way of an early exam- 
ple, the first bank to issue bank notes, More 
recently it was the first British bank to use 
computers to process accounts and to offer 
home banking. And it pioneered links with 
supermarkets: it handles the banking for 
one, Sainsbury’s, and owns half of Sainsbu- 
ry’s Bank. This week Bank of Scotland an- 
nounced a 12% rise in first-half profits, 

Not all its recent ventures have been 
trouble-free. Its efforts to expand its tele- 
phone and Internet-banking business in 
America in co-operation with Pat Robertson, 
a tv evangelist, backfired when Mr Robert- 
son described Scotland as a dark land domi- 
nated by homosexuals. Scotsmen may wear 
skirts, but they take exception to this kind of 
thing. The bank had to abandon its plan. 

Above all, Bank of Scotland has kept 
down costs and avoided the traps—such as 
expensive adventures in investment bank- 
ing—that competitors such as NatWest have 
so often fallen into. It has remained focused 
and avoided (until now) bold acquisitions. 
This is a recipe, it thinks, admirably suited to 
NatWest. Bank of Scotland wants to make 
NatWest (which would remain an inde- 
pendent brand) a more focused retail bank: 
non-core businesses, such as Gartmore and 
Greenwich NatWest, its capital-markets 
arm, would be sold. It would also slash Nat- 
West's costs. There are few overlaps in 
branches (Bank of Scotland has only 21 in 
England and NatWest only five in Scotland). 
So cuts would be achieved by pruning the 
number of processing centres, combining 
systems, sacking middle managers and re- 
ducing the floorspace of branches by half. 

There are doubts about whether Bank of 
Scotland could deliver all this. NatWest is, 
after all, a famously stodgy, hidebound 
bank. Nor is it clear that it will get the chance 
to try. Many investors believe that another 
bank will bid for NatWest-—which is why its 
shares soon rose above the price that Bank of 








“Taking the high road __ 


| Share prices, Jan 1st 1996-100 
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Scotland had offered. 

But which other bank? Regulators 
would probably not mind if a foreign bank 
stepped in, but few are likely to be tempted. 
For the time being European banks are more 
concerned with consolidating at home; and 
most are too small to have a realistic chance. 
American banks have the firepower and the 
merger experience, but have not shown 
much interest in entering the British retail- 
banking market. Citicorp is a possible excep- 
tion. But it is still trying to digest its own 
merger with Travelers, an insurance group. 

That leaves other British banks. It seems 
unlikely that any of the other three big clear- 
ing banks (HsBc, Barclays and Lloyds tsB) 
would be allowed by the Competition Com- 
mission to buy NatWest, largely because of 
their dominance of lending to small busi- 
nesses (the big four account for 86% of such 
loans). The most likely rival suitor is the Roy- 
al Bank of Scotland (RBs), perhaps in con- 
junction with sscH, a Spanish bank that 
owns 10% of it. rps has expressed interest, 
but has yet tomake an offer. Since it has more 
branches in Britain and so greater overlap 
with NatWest, it has a greater chance to cut 
costs—perhaps £100m more, reckons Mat- 
thew Charlton, an analyst at Schroder Secu- 
rities, than the £400m annual savings that he 
thinks Bank of Scotland could reap. Abbey 
National, a building society-turned-bank, 
could extract even more. Both can therefore 
afford to outbid Bank of Scotland. 


Allchange 
In a stuffy industry, any upheaval is a re- 
freshing change. But it also poses big ques- 
tions about the direction in which British 
banks should go. A month ago many were 
keen to tread the bancassurance route—sell- 
ing insurance and other products through 
their branch networks. There is scant evi- 
dence that banks are much good at this— 
even Lloyds rsg, an early entrant to this busi- 
ness through Abbey Life, sells such products 
to only 4% of its customers. But they all seem 
keen to try. Lloyds rsp itself announced in 
June that it was to buy Scottish Widows. 
Now Bank of Scotland's bid for NatWest 
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means. that NatWest’s agreed takeover of 
L&G is, in effect, dead. Mr Burt, whose bank 
had itself had talks with Lac, says that the 
idea of a bank owning a life company has 
“no merit”. Other bidders would probably 
think the same way, after seeing what hap- 
pened to NatWest’s share price. And any 
other bank toying with a similar takeover 
will have to make a much better case. 

But that leaves banks with a problem: 
how to sustain their profitability. Retail 
banking is still one good area, as Lloyds tsB 
and Bank of Scotland have successfully 
shown. Lloyds tsp has built up its deposit 
base: its share of retail deposits has climbed 
from 6% in 1994 to 11% last year, according to 
Datamonitor, a research firm. Personal lend- 
ing has also been profitable, not least for 
Bank of Scotland, which has increased its 
share of the non-mortgage lending market, 
from just over 1% to 7% in the past five years. 
So attractive has such lending been for the 
big banks that the five biggest have increased 
their market share from a third to 45% in the 
same period. 

This strategy has its limits, however. For 
one thing, politicians often denounce British 
banks as an excessively profitable cartel— 
and a forthcoming report into competition 
in banking, commissioned by the Treasury, 
may offer some unwelcome cures for this. 
Yet thanks to technology and new entrants 
tothe market such as retailers, competition is 
already hotting up—and margins may come 
down. That makes more consolidation 
among Britain’s banks and building societies 
(thrifts) inevitable, and they will want to 
choose the right partners. All the big banks 
“must be thinking about their options: it’s 
the last dance,” says one regulator. 

The bank, besides NatWest, that is most 
in danger from this is another big, flabby, ac- 
cident-prone institution: Barclays. Like Nat- 
West it has been a persistent under-achiever. 
It spent heavily in a failed attempt to get into 
investment banking, then exited messily 
when it sold its equities business to Credit 
Suisse First Boston. It lost £250m ($413m) 
when Russia defaulted last year. At 62%, its 
cost-income ratio is high, partly because it 
has proved as resistant to change as Nat- 
West—a trait that led last year to the resigna- 
tion of Martin Taylor, its erstwhile boss. Bar- 
clays and NatWest “are two very fat, bloated 
peas in the same pod,” says Patrick Frazer of 
Davis International Banking Consultants. 

Is Barclays too big a mouthful? Not nec- 
essarily. At £27 billion, its market capitalisa- 
tion is not much bigger than NatWest’s. But 
who might buy it? RBs, perhaps. Rather than 
get into a bidding war over NatWest, it might 
simply decide to have a tilt at Barclays, with 
which it discussed a possible merger earlier 
this year, but was rebuffed. Matthew Barrett, 
Barclays’ third chief executive in less than a 
year, starts his job on October 4th. He arrives 
at an interesting moment. 
| 


















investment banking 


Boutique 
shopping 


HE $1.3 billion purchase of Hambrecht & 

Quist is not the “transformational” 
merger widely predicted for Chase Manhat- 
tan. Instead of tying the knot with an equally 
well-endowed partner such as Merrill 
Lynch, the Wall Street giant has gone for a 
petite Californian investment-banking bou- 
tique. Such liaisons have a nasty habit of 
ending in tears. Yet Chase has a better chance 
than most of making this one work. 

in the 1970s and 1980s, as Wall Street’s at- 
tention was elsewhere, a number of Califor- 
nian investment-banking boutiques made 
their fortunes in Silicon Valley and from ma- 
naging local money. Hambrecht is the pick 
of the crop. The others have had a torrid time 
since losing their independence. Robertson 
Stephens, bought by Bank of America in Oc- 
tober 1997, barely had time to become un- 
comfortable before it was sold to Bank Bos- 
ton, after Boa merged with NationsBank. 

Montgomery Securities found life even 
tougher after it was bought by NationsBank 
in June 1997. It has spent a fortune recruiting 
new bankers following mass defections. 
many of them to Thomas Weisel Partners 
yet another investment-banking boutique 
Thomas Weisel himself was running Mont- 
gomery when it was acquired. He says that 
Dan Case, who runs Hambrecht, “has beer 
trying to sell the bank for two years anc 
wants to spend more time on the beach.” Mı 
Weisel—who has plenty of reasons to be 
sceptical—thinks that the merger will dam- 
age Hambrecht, because the culture of a big 
Wall Street bank is not what “growth compa: 
nies and entrepreneurs want.” 

On the other hand, Chase is a rarity: ¿ 
bank that is good at making mergers work. I 
has its own investment-banking culture; i 
has successfully built from scratch an invest 
ment-banking business that now earns an- 
nual fees of $2 billion. Jimmy Lee, who run: 
that arm of Chase, has a record of paying tog 
dollar to get the people he wants, and he i: 
the opposite of a big-bank bureaucrat. Hi: 
comment that “we are in the talent business’ 
will doubtless be music to the ears of Ham 
brecht bankers. So may his conviction tha 
“there is no amount of money that will keep 
a talented investment banker in a second 
rate business.” (Or perhaps not.) 

For Chase, the acquisition adds an equi 
ty-underwriting capacity in the fastest 
growing part of the economy, which also ac 
counts for much merger and acquisition ac 
tivity. Chase hopes to sell some of its othe 
products to Hambrecht’s clients—and to of 
fer Hambrecht'’s expertise to its own, as they 
rise to the challenge of the Internet. As fo: 
Hambrecht, although it has grown steadily 
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"A week of back-to-back meetings. 
Could | reward myself this weekend 
without exceeding my credit limit?" 





At Diners Club, we don't confine you by presetting a spending limit. Rather, 
you can relax and enjoy the flexibility that you have earned. So when two clients 
turn into eight for dinner or you simply want to extend your trip to include some 

playtime, you can count on us. Diners Club says “yes” in more than 175 
countries around the world. So dont take chances. Take Diners Club. 
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Bringing precision to industrial 
manufacturing and engineering. 
Worldwide. 


ING Barings’ specialist sectoral expertise combined with our unique local coverage have servec 


Tyco International well in its recent acquisition of the metals processing businesses of Glynwec 


International PLC in the UK. In this specialised industrial manufacturing sector our role as advise 


to Tyco utilised to the full our solid local relationships, precise execution, in-depth industry 


knowledge and strategic M&A advice. Manufacturing and engineering is just one sector ir 


e which ING Barings offers expertise in the field - worldwide. For more information, contact Davic 


Hudson in Hong Kong on 852 2848 8488 or visit us at www.ingbarings.com 
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ING Barings 


Hicking Pentecost PLC 


£80 million 
Acquisition by Coats 


Viyella Pic 
Adviser 


gs September 99 


McKechnie pic 


£220 million 


Syndicated Revolving 
Credit Facility 


Joint Arranger, 
Underwriter 


May 99° | 


Smorgon Steel 
Group Lid. 


£80 milion 


Sale of ANI Aurora plc to 
Firth Rixson pic 
Adviser 


ING Barings August 99 


WESCO 
International, Inc. 


US$201 million 


Initial Public Offering 
Co-Manager 





ING Barings is the organisation and trade name used by ING Bank N.V. and certain of its subsidiaries for the conduct of international corporate and investment banking business. ING Bank N.V. is part of ING Grou 
one of the largest integrated financial services organisations in the world 


Denali incorporated 


~US865 million 


Acquisition of Welna NV. 
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ING Barings April 99 


General Cable 
Corporation 


USS440 million 


Acquisition of the energy 
cables business of BICC pic 
Adviser 


ING Barings dune 99 


Tyco International Ltd. 


US$$232.60 million 


Acquisition of Giynwed 
International PLC's metals 
processing businesses 
Adviser 


ING Barings March 99 


Ritchie Bros. 


Auctioneers Inc. 


US$49.20 million 


Secondary Offeri 


Lead Manager 


ING Barings 


Pirelli Cables 
Australia Ltd. 


AUSSE million 


Acquisition of ene 
transmission cabi 
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Manufactures Ltd. 
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it is still small, and that has become a hin- 
drance to winning new business. It often has 
to settle for being co-underwriter, when once 
it would have been the lead underwriter. 
“The merger with Chase is a great deal 
for both sides”, says Sandy Robertson, who 
co-founded (and later left) Robertson Ste- 
phens. “They will now be able tocompete on 
equal terms with Goldman Sachs, Morgan 
Stanley and Credit Suisse First Boston.” 


These are the banks that at present dominate 
Silicon Valley's underwriting business. 
Intriguingly, before throwing in its lot 
with Chase, Hambrecht had flirted with 
Merrill Lynch, which also wants clout in Sil- 
icon Valley and has little overlap with Ham- 
brecht’s clients. So this week’s deal need not 
imply that Chase is no longer interested in 
merging with Merrill. Indeed, they could yet 
form a happy ménage à trois. 





IMF/World Bank meetings 


Gold comfort 


WASHINGTON, DC 


The world’s gold producers were the surprise winners from this year’s IMF 
and World Bank meetings, but there was some good news for the poor too 


HE World Gold Council, which repre- 

sents producers of the precious metal, 
has earned its keep. Earlier this year, the 
gold-mining industry was hit by a double 
blow. The International Monetary Fund was 
to sell gold to pay for its contribution to a 
debt relief plan for heavily indebted poor 
countries (H1ecs). And, in an unrelated deci- 
sion, the Bank of England decided to follow 
other central banks’ example and sell 415 
tonnes of gold in exchange for currencies 
such as the euro. These decisions pushed the 
price of gold down to $252 an ounce in July, 
its lowest level for 20 years. 


Determined lobbying by the gold coun- 
cil, including arguments about how much a 
low gold price hurts poor producer coun- 
tries, has helped secure two victories for the 
industry. Most important, on September 
26th, a group of 15 European central banks 
decided to impose a five-year moratorium 
on gold sales above a limit of 2,000 tonnes, 
and to restrict gold-lending and derivative 
trades. In a rare international triumph for 
British negotiators, the agreement allows 
them to continue with their sales, while bol- 
stering the price they will get. 

This news followed the 1mr’s cancell- 
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ation of its own gold-sales plans, under pres- 
sure from the American Congress. Instead, 
the Fund will raise $1.6 billion of its $2.1 bil- 
lion contribution to the debt-relief plan 
through a book-keeping exercise. It will sell 
and at once buy back up to 14m ounces of 
gold at the market price. Since the gold is held 
in its books at historical cost this will yield a 
paper profit to be used for the nırc initiative. 

Unsurprisingly, these moves helped 
boost the price of gold (see chart on next 
page). The extent of the rise, however, did 
startle some market-watchers. It was ex- 
plained by the number of speculators, funds 
and others who had been betting the price 
would keep sliding, and were now forced to 
scramble to buy gold to cover short positions 
(in effect, to repay gold they had borrowed). 
Even better for the gold producers, their 
shares, which typically gyrate much more 
than the gold price, have jumped by even 
more: some have more than doubled from 
their 1999 lows. 

There is some good news for non-gold- 
producing poor countries too. Rich coun- 
tries have at last agreed on how to finance a 
plan to write off $100 billion, or two-thirds, of 
the official debts of the world’s poorest 
countries. Though the countries themselves 
and non-governmental organisations 
(NGos) gave the plan a cautious welcome, 
many remain to be convinced it will work in 
practice. And though the new plan has been 
billed as worth $100 billion, that is the face 
value of the debt to be written off. Since 





lA default to order? 


WASHINGTON, OC 


MALL, mountainous and debt-laden, 

Ecuador does not often rock global fi- 
nancial markets. This week, however, it 
made history when, after weeks of agonis- 
ing, it became the first country ever to de- 
fault on its “Brady bonds”. These are dol- 
lar-denominated debts named after an 
American Treasury secretary, Nicholas 
Brady, who helped to supervise Latin 
America’s debt restructuring in the late 
1980s. Ecuador is to miss $50m of payments 
due on Brady bonds, which are secured 
against American Treasury bonds. It is, 
however, to pay about $48m on another 
tranche of bonds not backed by Treasuries. 

The decision has caused a storm far be- 
yond Ecuador. Many bankers and inves- 
tors, gathered in Washington for this 
month’s annual meetings of the mr and 
the World Bank, furiously accused the mr 
of using Ecuador as a “teaching aid”. The 
charge is that the Fund is exploiting Ecua- 
dor’s predicament to drive home a fa- 
voured current policy message: that the 
private sector should share the burden of 
bailing out crisis-struck emerging econo- 
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mies. The «mF has offered Ecuador a 
$400m stand-by loan that could open the 
way to an additional $850m from other 
multilateral agencies. It is accused—proba- 
bly wrongly—of hinting that access to this 
money would be easier if Ecuador were to 
default on interest payments to private 
bondholders. Michel Camdessus, the 
Fund's managing director, fiercely denies 
this, saying that the mr merely encour- 
aged Ecuador and its creditors “to find a 
friendly and comprehensive solution to 
their problem.” 

Not everyone in Ecuador agreed with 
the default either. On the evening it was 
unveiled, Guillermo Lasso, the economy 
minister, resigned. And Ecuador's neigh- 
bours, like all other emerging markets, are 
worried that the default will put up their 
cost of borrowing. In this way, “bailing in” 
the private sector in emerging-market res- 
cues could end up hurting poor coun- 
tries—though making them pay the right 
price for debt is part of the intention. There 
is also a worry about defaults on certain 
classes of bonds, notably Brady bonds, but 
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Did anyone pay the piper? 


not on others, undermining the Fund’s 
doctrine that there should be “no privi- 
leged asset class.” 

The Fund’s critics say it has tried this 
tactic before, in the search for a test case. 
The issue of bailing in private bondholders 
has arisen in Pakistan, Ukraine and Roma- 
nia. It can be awkward for borrowers as 
well as lenders. As Bogdan Baltazar, chair- 
man of the privatised Romanian Bank for 
Development, puts it, “we are a guinea pig, 
but the guinea pig doesn’t like it.” 
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many countries are simply unable to repay 
the debt, its real value is a fraction of that 
amount. Furthermore, some $30 billion rep- 
resents the original 1996 Hirc initiative. A 
further $20 billion are debts to governments, 
often given as “soft loans”, many of which 
have long been written down, even if not for- 
given. 

In fact, developed countries now agree 
that aid to poor countries should be given as 
grants, not loans, to prevent this problem re- 
curring, The remaining $50 billion represents 
the nominal value of outstanding loans to 
the international financial institutions. The 
imF and the World Bank are now confident 
that they can cover their share of the bill. The 
British chancellor, Gordon Brown, has bul- 
lied other countries into paying into a fund 
to help bail out the regional development 
banks. This fund stood at more than $2 bil- 
lion after his cajoling, but much of that 
awaits ratification by national parliaments. 
On September zoth, Bill Clinton stole the in- 
ternational debt-relief limelight when he an- 
nounced an improvement in America’s of- 
fer. Assuming Congress approves a $1 billion 
funding request already made, America will 
be able to forgive all bilateral debt from the 
HIPC countries. 

The role of the ımr in all this is a topic of 
debate. Many NGos wonder whether it is 
right that the Fund, with its history and cul- 
ture of monetary austerity, should be leading 
the initiative, albeit jointly with the World 
Bank. Several outside reports have criticised 
its concessional-lending facility for poor 
countries, the Enhanced Structural Adjust- 
ment Facility (esar). It has been renamed, 
more sympathetically, the Poverty Reduc- 
tion and Growth Facility to reflect new ob- 
jectives. It is clear that the NGos are not the 
only ones who are worried: both the G7 and 
the imr’s governing committee have hinted 
at concems that the Fund and Bank are not 
working well together, and that implemen- 
tation of the H1ec programme could be im- 
proved. However, governments clearly have 
some faith in James Wolfensohn, the World 
Bank's president. His job will be extended for 
asecond five-year term. 

Finance ministers were not only scepti- 
cal of both bodies’ record on debt relief. 
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There was palpable outrage at the scale of 
corruption in one of the imr’s biggest clients, 
Russia. Few were happy with the assurance 
from the imr’s managing director, Michel 
Camdessus, that “Russia is a programme 
which has worked.” The G7 demanded that 
the Fund agree improved internal controls 
with Russia’s central bank before it handed 
over any more money. 

More broadly, this year’s imr meetings 
saw little progress in building the much- 
vaunted new “global financial architec- 
ture”—perhaps because finance ministers 
no longer feel the world is about to end, as 
they seemed to last year. The best they had to 
offer was yet another confusing “g” —this 
time “G20”. This is a successor to G33 (which 
was itself a fat version of the G22), compris- 
ing the G7 and 11 other “systemically signifi- 
cant” countries. such as Brazil, China and 
Russia as well as the £u, the European Cen- 
tral Bank and the heads of the Bank and the 
Fund. Although it will be chaired by Paul 
Martin, the Canadian finance minister, sus- 
picious Europeans see it less as an important 
new architectural feature than as another 
means for the mighty American Treasury to 
run the world economy. 





The yen 


Confused 


TOKYO AND WASHINGTON, DC 


sas Biren sachs IVE ambiguity”’—or the 
art of being deliberately open to 
more than one interpretation—is a prized 
skill among central bankers. This week, Ma- 
saru Hayami, governor of the Bank of Japan 
(Boy), seems to have set a new standard for 
the profession, one that might be called “un- 
constructive confusion”. At issue is whether 
or not Japan’s central bank is willing to loos- 
en monetary policy to stop the strengthening 
of the yen. 

On September 2ist the situation seemed 
depressingly clear. Despite massive pressure 
from its own ministry of finance, the board 
of the Boy refused to budge, voting not to 
push more liquidity into the banking system 
and stating explicitly that exchange-rate lev- 
els were not the target of its policies. 

By September 25th the signals had 
changed. The reason was an unusually clear 
and strongly worded communiqué released 
by finance ministers and central-bank gov- 
ernors from the G7 group of rich countries 
after their meeting in Washington, pc. Such 
statements very rarely mention specific cur- 
rencies, but this one explicitly referred to the 
risks to Japan and to the world economy of 
the rising yen. It also noted that “the Japa- 
nese authorities reiterated their intention 
...to provide ample liquidity until deflation- 
ary concerns are dispelled.” 

Almost everyone thought this meant a 













change of policy. Newspaper. headlines 
flashed that the obstinate soy had given in 
and would print-yen, paving the way for 
concerted intervention to push down the 
currency. But the next day, in.a hastily called 
press conference, Mr Hayami denied there 
had been any shift in policy. “Nothing has 
changed,” he informed reporters. 

Up to a point. A statement released by 
the Bank of Japan after the G7 meeting did 
not offer different policies. The Bank said it 
had been providing ample liquidity but was 
concerned that the yen’s rise might harm the 
economy; that it would use the flexibility of- 
fered by current monetary policy to respond 
to developments in the foreign-exchange 
market; and that it would try to improve 
money-market operations. It is true that all 
these points had been made before. But not 
quite so loudly or clearly. That there has in- 
deed been a change of approach became 
more obvious this week, as Mr Hayami 
made several more statements confirming 
that he cared about the yen and repeating 
that the Boy was looking for ways to diversify 
money-market operations. 

Confused, markets sent the yen yo-yo- 
ing. But the trend was soon towards a slightly 
weaker parity, as investors reckoned that the 
Boj did indeed care about the currency, and 
would, if necessary, find ways to loosen 
monetary policy. 

Although this means that the yen’s rise 
may, for a while, have been capped, this was 
despite, rather than because of, the Boy. 
There are understandable reasons for Mr 
Hayami’s behaviour:-he does not, for in- 
stance, want to reduce the pressure on banks 
to restructure by giving them extra liquidity. 
More plausible, though, are tactical explana- 
tions. Mr Hayami does not want to admit 
that earlier statements were a mistake, and, 
most important, he is determined not tocave 
in to political pressure. It is unfortunate that 
the Boy’s jealous guarding of its new-found 
independence means bad policies. Adding 
confusing signals is even worse. 


Japanese stockbroking 


Net-wrestling 


TOKYO 


LREADY braced for a squeeze on their 
profits when trading commissions are 
fully deregulated on October ist, Japanese 
stockbrokers are suddenly faced with a new 
threat: the Internet. Stoked by falling prices, 
sales of personal computers have taken off 
in Japan, causing Internet use to take off too. 
Japanese brokers are having to scramble as 
foreign online traders and a horde of Internet 
upstarts pile into the market, ready for a 
surge in online broking. 
The most formidable new arrivals are 
probably such high-tech powerhouses as 
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Fujitsu, Sony, Softbank and Microsoft Japan. 
While these newcomers may not know 
much about stockbroking, they have enor- 
mous networking expertise, a big Internet 
presence and, usually, a partner or two from 
the banking world. Flexing their muscles, 
too, are a number of Japan’s deep-pocketed 
trading houses, including Itochu, Mitsui and 
Mitsubishi Corporation, that are eager to 
break into the online-broking business. Even 
casualty insurers such as Tokio Marine & Fire 
and H.1.s, Japan’s leading discount travel 
agency, fancy themselves as online stock- 
brokers these days. 

Japanese stockbrokers are not wholly 
unprepared. They have been conducting 
business online as well as over the telephone 
since April 30th, when floor-trading on the 
ia1-year-old Tokyo Stock Exchange (tse) fi- 
nally ended. Nomura has deals to pre-install 
its online-broking software on all personal 
computers sold by Nec, Hitachi and 1pm. 
This week Nomura linked up with Sega, the 
maker of the whizzy new Dreamcast video- 
games console, to allow games players to 
place share orders over the Internet. 

Even Nomura is at a competitive disad- 
vantage compared with the online new- 
comers. Not needing a large network of 
branches or an army of sales people, web- 
based brokerages have a small fraction of the 
overheads of their bricks-and-mortar breth- 
ren. And few traditional stockbrokers are 
equipped to move at Internet speed—where 
things that used to take years seem to hap- 
pen overnight. For instance, it was only 
when upstart «Trade began to eat its lunch 
that America’s leading discount stockbroker, 
Charles Schwab, moved its proprietary on- 
line-trading service lock, stock and barrel to 
the Internet. 

Predictably, the first to jump aboard the 
electronic bandwagon in Japan has been 
Softbank, a Tokyo-based software wholesal- 
er and publisher of pc magazines. It has re- 
cently reinvented itself as an Internet con- 
glomerate. Last year, Softbank announced a 
joint venture with E*Trade (in which it al- 
ready has a 27% stake) that is about to launch 
an Internet stockbroker in Japan. 

Sony has not been far behind. In April, it 
established, with Oki Matsumoto, an advis- 
er to Wall Street's Goldman Sachs, an e-trade 
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venture that is due to open 
its Japanese web-based 
stockbroker as soon as 
commissions are deregulat- 
ed this month. So will Japan 
Online Securities, a venture 
set up, with Microsoft’s 
help, by Itochu and Dai- 
Ichi Kangyo Bank. Likewise 
Charles Schwab, which is 
in the process of establish- 
ing a Japanese online stock- 
broker with Tokio Marine & 
Fire. Mitsubishi Corpora- 
tion has called in Wit Capi- 
tal,an American e-trader, to launch an Inter- 
net-based stockbroker next January. Fujitsu 
has tied up with Nikko Securities to exploit 
its @nifty online service which, with 35m 
paid-up subscribers, has by far the biggest 
online base in Japan. 

All this activity might seem premature. It 
is estimated that only about 80,000 investors 
in Japan use the Internet to buy and sell 
shares. By comparison, America has 5m cyb- 
er-investors;even Germany has 1m. Industry 
experts expect Japan to show similarly spec- 
tacular growth, with ım Japanese e-traders 
by this time next year and 5m by 2002. After 
all, the deregulation of stockbroking com- 
missions is expected to make it 70% cheaper 
to trade small lots of shares over the Internet. 
Bad for fat-cat stockbrokers. Good for the pc 
and the mouse. 
aren 





Insurance 


Damages 


ONSIDERING that the year is only 

three-quarters over, the list of disasters is 
already terrifying: tomadoes in Oklahoma, 
hailstorms in Sydney, earthquakes in Tur- 
key, Greece and Taiwan, Hurricane Floyd in 
America and Typhoon Bart 
in Japan. So far this year the 
world’s reinsurance indus- 
try has lost far more in 
claims than it has received 
in premiums, and “the dust 
is still settling”, according to 
Andrew Carrier, a leading 
catastrophe underwriter at 
Lloyd’s, London's ancient 
insurance market. 

In terms of insurance 
losses (though not human 
costs), none of these disas- 
ters was as destructive as 
Hurricane Andrew, which 
blew Florida apart in 1992 
and ended up costing $16 
billion. The paradox, how- 
ever, is that, for the insur- 
ance industry, this year 


looks much worse. Andrew Rebuilding 


costs 
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happened when premium rates were 
“soft’—ie, when insurance was cheap. It 
wreaked such havoc on the industry that 
prices went up for some time. But this year 
the market is even softer than it was then. 
And this time insurers are unlikely to be able 
to raise prices by much when policies come 
up for renewal in November and December. 

It is all pain and no gain, in other words. 
In the first half of the year, the American 
property and casualty (pac) industry suf- 
fered underwriting losses (premiums less .. 
claims and expenses) of $8 billion, one-third 
greater than in the same period in 1998—it- 
self a bad time. In international insurance, 
the story is worse still. Moody’s, a rating 
agency, estimates that Lloyd’s is making loss- 
es of the order of £220m ($363m) this year- 
and suggests the worst may be yet tocome. 

Nor is the malaise confined to particular 
market segments or regions. Shares in All- 
state, America’s largest shareholder-owned 
car and home insurer, dropped by 15% on 
September 24th, after it announced that 
Floyd would hit profits even more than ex- 
pected. Insurers as a whole have performed 
far worse than the stockmarket average this 
year (see chart on next page). In Britain, Ba- 
con & Woodrow, an actuarial consultancy, 
calculates that home insurers need to raise 
rates by at least 5% to return to long-term 
profit. In commercial insurance, the gap is 
even wider. 

Insurance bosses have so far responded 
by “talking premiums up” as much as they 
can. They will do so ever more loudly as the 
winter renewal season looms. But they are 
not, so far, helping their underwriters much. 
“This is not a return to a hard market,” says 
Bob Hartwig, chief economist at New York’s 
Insurance Information Institute, a trade as- 
sociation. He reckons that prices, for the fifth 
year in a row, are falling—only not as fast as 
they were. 

The most obvious reason for this is that 
there is too much supply and not enough de- 
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mand. Capacity, in pac insurance, is mea- 
sured by the net worth of the insurers. And 
this, for the industry as a whole, has been 
bloated by a long bull market. So much so 
that insurers would need to double the vol- 
ume of their underwriting business to run at 
full capacity. Some managers have therefore 
been ruminating on the desirability of an 
“event” that would restore the industry to 
“health” in the longer term—in other words, 
something that might cull the weaker play- 
ers and leave stronger ones depleted. But 
these are dangerous imaginings. “Be careful 
what you wish for,” says Mr Hartwig. “It 
would take total cataclysm.” 
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Europe’s economies 


Converging by diverging 


Some parts of the euro area are growing faster than others. This is a worry for 
central bankers. But it may also be a good thing 


MERICA’S economy is often said to be 
like Goldilocks’s porridge: neither too 

hot nor too cold. Europe’s is more like un- 
stirred porridge: hot in parts, cool in others. 
The hot spots are four countries on the peri- 
phery of the euro area—Finland, Ireland, 
Portugal and Spain—which are growing 
much faster than France, Germany and Italy. 
This divergence makes life hard for the Euro- 
pean Central Bank, which sets a single inter- 
est rate for the whole euro area. 


and no longer have to worry about currency 
moves making a mockery of their invest- 
ment plans. With the euro have also come 
lower interest rates. Ten-year bond yields in 
Spain have fallen to 5%, from 11% in 1995. 
Spanish companies can now borrow almost 
as cheaply as German ones; four years ago 
they had to pay 4'2 percentage points more 
in interest. Indeed, because inflation in 
Spain, Portugal and Ireland is higher than in 





But it also means greater conver- 
gence in living standards, as 
Europe’s poor fringe catches up 
with its rich centre. 

The four fringe countries 
have outperformed the rest of the 
euro area for years. They took last 
year’s financial crisis in their 
stride. Now growth in the euro ar- 
ea is picking up, they could grow 
faster. Analysts at HsBc, a British 
bank, expect growth this year of 
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growthin the periphery. 

National governments are not in party- 
pooping mood either. They could slow their 
economies by raising taxes or cutting spend- 
ing. But a big fiscal squeeze would be politi- 
cally difficult. Governments have already 
tightened fiscal policy in order to qualify for 
the euro. In Spain and Portugal, fast growth is 
leading to rapidly shrinking budget deficits, 
while Finland and Ireland are running hefty 
surpluses. They are all likely to balk at fur- 
ther belt-tightening. In fact, Finland and Ire- 
land are planning tax cuts. 

All of this could be a recipe for disaster. 
There is a big danger that the fringe econo- 
mies will overheat and asset-price bubbles 
could inflate. Boom would then be followed 
by bust. But there is also a rosier possibility. 
So long as wage rises do not get out of hand 
and borrowers keep their heads, the four 
fringe economies could grow faster than the 
rest of the euro area for many years. Their 
wages and living standards would then 
catch up with those in France and Germany; 
growth rates would gradually slow down to- 
wards the euro-area average as they do. 

Far-fetched? Not necessarily. The pe- 
ripheral economies have a big labour-cost 
advantage. Michael Saunders, an economist 
at Salomon Smith Barney, says they could af- 
ford moderately higher wage rises than Ger- 
many for as long as 15 years. And they can 
tolerate higher inflation than Germany. As 
poorer countries get richer, it is normal for 
prices of land and services to converge with 
those in rich countries. 

There are reasons for opti- 
mism. Inflation is below 2% in all 
the fringe economies except 
Spain. There it has risen to 2.4%, 
mainly because of higher oil 
prices. Stiffer competition from 
across the euro area should keep 
wages and prices in check. Gov- 
ernments are also doing their bit. 
They are holding down prices by 
deregulating many sectors, such 
as utilities. They are liberalising 
labour markets. This makes iteas- 
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3.9% in Finland and 8.5% in Ire- 
land, against 1.9% in the rest of the 
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ier for companies to respond to 
rising demand by increasing pro- 








euro area (see chart). 

Cheap labour is partly the cause of this 
faster growth. Spanish and Irish workers cost 
only half as much as German ones but are 
more than half as productive. The fringe four 
gained a competitive advantage by devalu- 
ing in 1992-93 during the turmoil in Europe’s 
exchange-rate mechanism. They have kept it 
by holding wages in check. Low labour costs 
have attracted foreign investment, and with 
it new technology that boosts growth. Last 
year foreign direct investment came to 8.2% 
of cpe in Ireland and 8.9% in Finland, ac- 
cording to the United Nations’s new World 
Investment Report. 

The euro is accelerating these trends. 
Companies can compare costs more easily 
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Germany, real interest rates are actually low- 
er. These low rates are spurring consumers 
and companies to go on a borrowing spree. 
The question is how long the fiesta can 
go on. If national central banks were still in 
charge, they might be raising interest rates to 
ward off inflation. Bond yields too might be 
rising to compensate for the risk of devalua- 
tion. But the ecs is unlikely to take away the 
punch-bowl yet. Finland, Ireland, Portugal 
and Spain account for less than a sixth of the 
euro-area economy; the other five-sixths are 
much less perky. Euro-area inflation is dor- 
mant, so a big rise in interest rates is not on 
the cards. For the same reason, euro bond- 
yields are unlikely to rise enough tochoke off 


duction rather than raising 
prices. Ireland is taking in more immigrants. 
More Spanish and Portuguese women are 
joining the job market. And the Finnish and 
Irish governments are promising income-tax 
cuts in exchange for union wage restraint. 
The risk of overheating cannot be dis- 
missed, however. Worrying signs include a 
Spanish borrowing binge, soaring Irish 
house prices, and Finnish unions flexing 
their muscles. But all parts of the euro area do 
not have to grow equally fast or have the 
same inflation rate.On the contrary. Itis only 
through diverging growth and inflation rates 
that poor countries’ living standards will 
eventually converge on richer ones’. 
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The property market provides some valuable lessons about financial 


| Hot property 
| 
| bubbles and why they occur 


running for president: proof, if proof were 
needed, that America’s commercial-prop- 
erty market is sizzling again. In Manhattan, 
rents and prices for office buildings are 
soaring. There are cranes everywhere. 


materials. Meanwhile, in Chicago, plans 
are afoot to reclaim for the windy city the 
dubious honour of having the tallest build- 
| ingon the planet (see page 67). 

| The current champion is Kuala Lum- 
pur, whose twin Petronas towers marked a 
| high point in more ways than one. There is 
no starker symbol of Asia’s 1990s boom. 
| Like Icarus, it soared too close to the sun, 
before crashing to earth in 1997. The burst- 
ing of the property bubble in much of Asia 
devastated the banks that had financed 
the developers. Suddenly they had little 
chance of getting their money back; their 
collateral (ie, buildings) was worth far less 
than had ever seemed possible. Across the 
region, banks went bust; many had to be 
| bailed out by their governments. 

Time and again, in many different 
countries, property prices have moved in 
extreme cycles, often forming speculative 
bubbles that later burst, damaging the 
whole banking system. Why? Richard Her- 
ring and Susan Wachter, two economists at 
the Wharton School, recently conducted a 
study* of several well-known examples— 
in America, Sweden, Thailand and Japan— 
and found that bubbles tend to share 
many of the same causes. 
| Bubbles in asset prices provoke heated 
| debate among economists. Some question 
| their very existence, arguing that, however 
things look to the casual observer, bubbles 
are impossible because markets are “effi- 
cient’—that is, prices reflect all available 
information about an asset. But even hard- 
line efficient-market theorists would con- 
cede that property prices are less likely to 
be efficient, in this technical sense, than 
most traded assets, such as foreign ex- 
| change, equities or bonds. Property is rela- 
tively illiquid; buying and selling takes 
place only occasionally. Thus prices can 
swing wildly from one trade to the next 
and, compared with, say, the highly liquid 
stockmarket, there is less opportunity for 
| information to find its way into prices. 
| Mr Herring and Ms Wachter find that 
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| “Real Estate Booms and Banking Busts—An In- 
ternational Perspective”, Group of Thirty, Summer 1999. 
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ONALD TRUMP, that most famous of 
property developers, is thinking of 


Builders are complaining of shortages of 





the property market is anything but effi- 
cient. They point to three sorts of inefficien- 
cy that, in different combinations, caused 
each of the bubbles they examined. The 
first was poor information. For some rea- 
son, investors overestimated the “funda- 
mental value” of property—essentially, the 
present value of what it can earn in rent 
over its lifetime, net of costs. This led them, 
mistakenly, to perceive a chance to profit 
from building new property. They bor- 
rowed from a bank to finance construc- 
tion. Because it took months, or years, to 
complete the buildings, it was a long time 
before the developers, and those who had 
lent to them, discovered their mistake. 
They did so only after pots of money had 
been wasted, a large number of unprofit- 
able new buildings had reached the mar- 
ket—and the bubble had burst. 


The uses of perversity 


Inadequate information was compound- 
ed by two other forces. First, there were 
“perverse incentives”: participants in the 
property business stood to profit by doing 
things that helped inflate a bubble. Proper- 
ty was largely financed with debt; borrow- 
ers had an incentive to exploit their cred- 
itors by increasing the riskiness of their 
projects. When things went wrong, they 
had little incentive to put things right by in- 
jecting money of their own because the 
lender stood to bear most of the losses. 
Bank employees often had an incentive to 
make as many loans as possible, regardless 





of quality, to maximise their pay—in the 
expectation that they would move to an- | 
other job by the time the whirlwind was 
reaped. Banks responded slowly when 
things went wrong, preferring to give the 
marketa chance to recover than to admit to 
bad loans. Banks were encouraged in this 
by the belief that, if things turned really 
bad, governments would bail them out: a 
case of “moral hazard”. 

This suggests one way to reduce the risk 
of a property bubble: rely lesson bank debt 
to finance construction, and more on equi- 
ty. Indeed, since America’s most recent 
commercial-property bubble burst at the 
start of this decade, a great deal of property | 
has been sold to the stockmarket through 
real estate investment trusts (REITs). Wall 
Street’s scrutiny of these firms seems to 
have increased the flow of good, timely in- 
formation to investors, and cut the amount 
of speculative development. However, a 
bear market in rert shares during the past 
two years has led to some being taken pri- 
vate again, and financed instead with bank 
debt—calling into question reErts’ useful- 
ness in the long run. 

The Wharton economists find the third 
cause of property bubbles in the trendy dis- 
cipline of behavioural economics. Studies 
by psychologists show systematic biases in 
how people take decisions—they often act 
in ways that are contrary to traditional 
economic models of rational self-interest. 
Thus, they say, the bubbles happened in 
part because investors suffered from “di- 
saster myopia”. This has several psycho- 
logical ingredients, of which the most im- 
portant is the “availability heuristic”: 
people base their view of the likelihood of 
something happening on how easily they 
can imagine it. This, obviously, is influ- 
enced by their experience (their available 
information). Because it was a long time 
since they had seen a previous burstingof a 
property bubble, investors found it hard to 
imagine it happening again. As a result, 
they placed too much weight on recent in- 
creases in property prices as an indicator of 
fundamental value. 

If this behavioural explanation is right, 
it should have encouraging implications 
for America’s current property cycle—-Chi- 
cago’s lofty ambitions notwithstanding. | 
The late 1980s property bubble was too re- 
cent and too painful for the memory to 
have been erased. Alas, a similar logic 
makes it hard to be as optimistic about 
America’s stockmarket, which last suffered 
a bubble that burst, and stayed burst, 70 
years ago—before most of the people now 
dealing in equities were born. 
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Planetary pretenders 


Exotic places on earth can act as stand-ins for the surfaces of other worlds, 
allowing scientists to practise space exploration without leaving home 


OW on earth can researchers find out 

about such places as Mars or Jupiter’s 
icy moon, Europa? By finding similar-look- 
ing regions on their own planet, of course. 
Visit the dry, barren terrain of Devon Island 
in the Canadian Arctic, and it is like beingon 
Mars-~apart from the stronger gravity and 
the fact that you can breathe the air. To test a 
robotic rover designed to work 
on the moon, it is best to head 
for the rocky wastes of the Ata- 
cama desert in Chile. And 
there are even places on earth 
that resemble, at least in some 
scientifically useful respects, 
the bizarre landscapes found 
on the moons of Jupiter. 

Using a terrestrial environ- 
ment--a so-called “planetary 
analogue”—as a stand-in for 
an extraterrestrial one has a 
number of advantages. First 
and foremost, it enables peo- 
ple to test new equipment be- 
fore sending it into space. Sec- 
ond, experiments done on this : 
planet can reveal information 
about other worlds, both be- 
fore and after they have been 
visited. Third, such experi- 
ments can reveal useful facts 
about the earth itself. Indeed, 
in one case, the needs of terrestrial and extra- 
terrestrial explorers overlap so much that 

_ they have decided to team up. 


Spot the difference 


This unlikely sounding collaboration is tak- 
ing place between researchers interested in 
exploring Lake Vostok in Antarctica, which 
is sealed off below several kilometres of ice, 
and planetary scientists, who see such explo- 
ration as a possible dress rehearsal for a fu- 
ture robotic mission to Jupiter’s moon Euro- 
pa, whose icy surface is thought to conceal 
vast oceans that might harbour extraterres- 
trial life. A few days ago, at a workshop orga- 
nised in Cambridge, England, by the British 
Antarctic Survey, the two groups met to co- 
ordinate their efforts. 

Lake Vostok was discovered in the 1970s 
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by an international team of scientists, in- 
cluding researchers from the Russian Vostok 
station in Antarctica. The existence of a body 
of fresh water trapped 4km (2!2 miles) below 
the surface of the polar ice-cap was deduced 
from airborne radar and ground-based so- 
nar soundings. Subsequent analysis showed 
that the lake was 50km wide, 225km long, 500 





metres deep, and at least 2m years old— 
though new data presented to the workshop 
suggest that its age may be closer to 15m 
years, and that it could even predate the gla- 
ciation of Antarctica, which occurred 
around 40m years ago. 

This makes Lake Vostok a place of great 
scientific interest, because the ice sheet 
above the lake provides the longest uninter- 
rupted climate record known to exist. It also 
means that any micro-organisms trapped in 
the lake will have been isolated for such a 
long time that they might have evolved in in- 
triguing ways, in order to survive in such un- 
usual conditions. But how can interested sci- 
entists get at it? 

This is where the terrestrial scientists’ in- 
terplanetary colleagues from America’s 
space agency, NASA, come in. The problems 


of getting at Lake Vostok (and of preventing 
organisms from the surface from contami- 
nating it) are, give or take the billion kilo- 
metre spaceflight required to get there, the 
same as those that would arise in any at- 
tempt to get a probe into Europa’s putative 
oceans. So some of nasa’s scientists have de- 
signed a device that would be carefully ster- 
ilised, and would then melt its way down 
through the ice, allowing the melt-water to 
freeze behind it to prevent contamination, 
Once it reached the bottom of the ice (ie, the 
top of the lake or the ocean), it would release 
a “hydrobot” equipped with sonar and a 
camera, to have a look round. 

James Cutts of Nasa’s Jet Propulsion 
Laboratory in Pasadena, California, who 
helped to draw up plans for the Europa mis- 
sion, says it is at least 15 years away. Buta trial 
run at Lake Vostok might be un- 
dertaken sooner than that— 
possibly as early as 2004. Which 
would suit both sides nicely. 
The Vostok scientists would get 
to sample their lake; the Europa 
team would have something to 
keep them busy while prepar- 
ing for the real thing. 

In fact, Dr Cutts already has 
things to keep him busy. Not 
content with seeking earthly 
equivalents of extraterrestrial 
oceans, he is looking for analo- 
gies with the atmospheres of 
other planets as well. His team 
has managed to test a number 
of  “aerobots”--autonomous 
balloons designed to fly in out- 
of-this-world atmospheres—by 
acareful choice of altitude. 

Flying high in the earth’s at- 
mosphere, where the air is thin, 
is, he says, rather like flying near 
the surface of Mars. Flying near the earth's 
surface is akin to flying at high altitude in the 
thick atmosphere of Venus. (Ballooning on ` 
Saturn’s moon, Titan, where gravity is weak 
and the atmosphere is thick, would, on the 
other hand, be like being underwater.) 

And. the earth’s solid surface can be 
made to stand in for that of other planets, 
too. Nomad, a robotic rover built by the Car- 
negie-Mellon Robotics Institute in Pitts- 
burgh, Pennsylvania, spent 45 days in the 
Atacama in 1997, in order to evaluate its abil- 
ity to negotiate the kinds of rocky terrain 
found on the moon and Mars. Other rovers 
have been tested in the deserts of California. 
In September, nasa held a workshop at Yel- 
lowstone National Park on the subject of lo, 
another of Jupiters moons. lo is the most 
volcanic body in the solar system. Yellow- 
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stone, though smaller, has geysers and ther- 
mal vents that are similar to those found on 
lo. But it also has a breathable atmosphere 
and much lower radiation levels—and is a 
lot easier to reach. 

A similar motive exists for the establish- 
ment of a research centre on Devon Island (a 
project that is awaiting formal approval 
from the Canadian authorities). According 
to the project's leader, Pascal Lee of NASA’s 
Ames Research Centre, who has already 
mounted three expeditions to the island, it 
has canyons, valleys and rocky plains that 
are “astoundingly analogous” to Mars, along 
with a meteorite-impact crater containing 
an ancient lake bed. The techniques needed 
to extract fossil and climatic evidence from 
this lake bed, and to search for life forms that 
have adapted to survive in such hostile con- 
ditions, would also work on Mars—so it is an 
ideal location to test robots and even to train 
would-be astronauts. 

No manned Mars mission is currently 
planned, of course. Even so, the Mars Society, 
an organisation set up to lobby for such a 
mission, plans to contribute a field laborat- 
ory to the Devon Island station. This just 
happens to be based on the reference design 
for a manned Mars lander currently on the 
drawing-board at nasa. Dr Lee and his re- 
searchers will end up with extra equipment, 
and, while using it, they will also be able to 
evaluate the design of the lander. Itis likely to 
be several decades before such a craft tou- 
ches down on Mars, though. In the mean- 
time, the earth is room enough. 
= 





Extraterrestrial agriculture 


Garden variety 
lunacy 


OYABEANS in space are scarcely what 
Keats had in mind when he wrote of 
“tears amid the alien corn”. But they are a 
pleasing prospect to Mike Dixon and Ber- 
nard Grodzinski, at the University of Guelph 
in Canada. Dr Dixon and Dr Grodzinski, 
who lead the Space and Advanced Life-Sup- 
port Agriculture group (sarsa), are working 
on ways to grow crops such as soyabeans 
and lettuces in the colonies that starry-eyed 
planners in international space agencies 
hope to plant on the moon or Mars one day. 
In the closed system of, say, a lunar base, 
there would be few opportunities for ship- 
ping in raw materials such as water—or, in- 
deed, takeaway pizza. So an extraterrestrial 
garden has to be self-sustaining. Plants in 
these settlements will do double duty. Not 
only will they provide food, they will also 
control the local environment through pho- 
tosynthesis—producing oxygen and con- 
suming carbon dioxide—and by recycling 
water from the soil to the air, whence it can 
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be condensed for people to drink. 

SALSA’s goal is to make this 
process as efficient as possible by 
replicating cosmic conditions in 
hermetically sealed chambers, in 
which light levels, nutrient supply 
and the composition of the atmo- 
sphere can all be manipulated. 
Since space will be ata premium in 
any extraterrestrial base, the group 
is also looking at how to make the 
most of it. 

When plants are crowded to- 
gether on earth, they tend to form 
dense canopies of foliage. In these 
circumstances, only the top 15% or 
soofany plantis able to bask in the 
sunlight and thus go about the 
business of photosynthesis. The 
bits down below are more or less 
wasted. Dr Dixon and his colleagues are try- 
ing toexploit this shrouded foliage by experi- 
menting with special lighting tubes that illu- 
minate the inner canopy, as well as 
conventional overhead lighting, tosee if they 
can boost plant productivity. 

Dr Grodzinski, meanwhile, is engineer- 
ing the genes of crops to make them grow in 
less light. Working with Performance Plants, 
a biotechnology company based in King- 
ston, Ontario, he has taken a gene that stops 
the breakdown of chlorophyll (the pigment 
in plants which allows photosynthesis) in 
peas and has put it into lettuce. His souped- 
up greens are able to grow as fastand as bigin 
half as much light as their unmodified coun- 
terparts do in full illumination. 

Of course, you do not have to go to the 
moon to find cold, dark and inhospitable 
growing conditions. Much of Canada will 
do. So sAtsa’s work on plant lighting has at- 
tracted considerable interest, and money, 
from the country’s vegetable and flower pro- 
ducers, who are keen to lower costs and 
boost their harvests. Dutch farmers, too, are 
attracted by satsa’s work on recycling the 
nutrients used in hydroponic farms (which 
grow crops in nutrient-enriched water, rath- 
er than soil). The Dutch government has im- 
posed strict limits on the waste that such 
farms can discharge into the outside world. 
Work done by the Guelph group, in collabo- 
ration with Senetron, a Dutch technology 
firm, on new and more precise ways to mea- 
sure the levels of nitrates, phosphates and 
other stuff in sAtsa’s growing solutions, may 
prove useful to farmers seeking to monitor 
their run-off. 

Dr Dixon and his sarsa band’s next plan 
is to investigate how to sustain plants in non- 
terrestrial atmospheres. The group has al- 
ready studied the accumulation of nasty gas- 
es such asethylene, which block plant repro- 
duction. These gases are known to build up 
in closed environments, such as the Russian 
space station, Mir, from all the plastic they 
contain. But this sort of work, too, may have 
applications nearer home. Some of sALsa’s 


Pass the mayonna 





ise 


technology, developed in collaboration 
with Genetron, a company based in Toronto, 
has already found its way into the headquar- 
ters of Canada Life, an insurance company 
in that city. Its boardroom boasts a “breath- 
ing wall” full of orchids, mosses and other 
plants—as well as many handy species of 
bacteria—which consumes formaldehyde, 
toluene and other volatile molecules that 
make buildings “sick”. 

saLsa’s plants should soon find their 
way into the European Space Agency's Micro 
Ecological Life Support Alternative (MELIs- 
SA) project, based in Barcelona. MELISSA is 
also intended to manage the environments 
of extraterrestrial sites. Its prototype, on 
earth, consists of an artificial lake with four 
layered ecosystems, ranging from a dark, air- 
less bottom where hardy bacteria such as 
Clostridium can break down human faeces 
and other waste, to the sunny surface where 
algae and higher plants flourish. And even as 
MELISSA tinkers with conditions to make the 
lake sustainable in space, its system already 
has an earthy application. Vivendi, a French 
conglomerate, has developed one of the 
lake’s middle layers for routine waste treat- 
ment in Paris and Geneva. Notexactly rocket 
science, but a useful launch pad for it. 
B 





Diesel engines 


No smoking 


N THE eyes of environmentalists, it often 

appears that the car industry can do no 
right. Its attempts to clean up the air of cit- 
ies—better catalytic converters, hybrid pet- 
rol/electric vehicles and, eventually, fuel- 
cell-powered electric cars runningon hydro- 
gen—merely serve to provoke complaints 
that the result will be more globe-warming 
carbon dioxide. Catalytic converters tend to 
increase fuel consumption. The electricity 
needed to charge a car’s batteries is pro- 
duced in power stations that burn carbon- 
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rich fossil fuel (the nuclear option being, of 
course, an even bigger no-no). And even 
friendly fuel-cells may have their hydrogen 
produced by splitting water molecules up 
electrically, which results in the same prob- 
lem as more conventional electric engines. 

The best answer to the CO, problem, 
however, is deemed unacceptable by most 
environmentalists, because of what it does 
to city air. Diesel engines, which are signifi- 
cantly more efficient than petrol ones, pro- 
duce less of the demon gas per unit of useful 
energy. On the other hand even modern die- 
sels (which are much cleaner than those of a 
couple of decades ago) tend to churn out mi- 
croscopic particles of soot that do nobody’s 
health any good. 

A way to square this circle may, how- 
ever, have emerged from the laboratories of 
AEA Technology, a privatised spin-off from 
Britain’s Atomic Energy Authority. It is 
known as “Electrocat” and uses “non-ther- 
mal plasma technology” to remove the mi- 
croscopic particles that existing ways of 
cleaning diesel exhaust leave behind. It is 
now being tried out on a fleet of London tax- 
is. If successful, it could be fitted to the 11m 
new diesel vehicles produced every year, 
and even “retro-fitted” to smoky old buses 
and lorries that were built when diesels were 
really dirty. 

A plasma is a gas whose molecules have 
had some of their electrons knocked off. This 
can be done by heating the gas (a thermal 
plasma) or passing an electric current 
through it (a non-thermal plasma). Chem- 
ical reactions are caused by interactions bet- 
ween the electrons of the reagents. A plas- 
ma’s missing electrons tend to make it 
particularly reactive (its molecules try to grab 
replacement electrons from wherever they 
can, including other molecules). AEa’s engi- 
neers have exploited this reactivity (and also 
enhanced its effectiveness at exhaust-pipe 
temperatures, in ways they are reluctant to 
discuss) to bum up the undesirable particles 
and other carbon-rich pollutants. Future 
versions, they believe, should also be able to 
cope with pollutants that do not contain car- 
bon, such as oxides of nitrogen. 

The drawback of using plasma technol- 
ogy toclean exhausts has always been the ex- 
tra power required to run the system. Just as 
air-conditioning increases a car’s fuel con- 
sumption, so does a plasma scrubber. But 
AEA’s system gets round this by employing 
an alternator that operates at 42 volts, and 
has, as a consequence, an efficiency rate of 
90% rather than the usual 50%. So, although 
the souped-up alternator adds 1% to CO, 
emissions in its own right, its inventors claim 
it improves overall fuel efficiency by about 
6%, cutting CO, emissions in proportion. 

The electrical systems of current cars 
usually operate at 12 volts. But with the in- 
creasing use of electrical and electronic de- 
vices on cars, the industry is preparing to 
move to a 42 volt standard, so AEA’s inven- 
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tion could be fitted to future vehicles, at least, 
witha minimum of fuss. 

Whether it will prove a panacea, how- 
ever, remains to be seen. Attempts to clean 
up the environment are littered with exam- 
ples of the law of unintended consequen- 
ces—from the replacementin refrigerators of 
noxious ammonia with odourless (but 
ozone-destroying) crcs, to the “common 
rail” technology that makes modern diesels 
as clean as they already are. That, although it 
got rid of the smoke, increased the quantity 
of the microscopic particles Electrocat is de- 
signed to remove. And environmentalists 
are notorious for their ability to find a cloud 
surrounding any silver lining. You may (es- 
pecially if you are walking a city street) have 
to hold your breath for a little while yet. 





Animal behaviour 
Mummy's boys 


66 COR he that hath, to him shall be given.” 

Although the Bible may have its scien- 
tific shortcomings, St Mark’s gospel was spot- 
on with this observation—at least according 
to a paper by Diego Gil and his colleagues at 
the University of St Andrews, Scotland, pub- 
lished in this week’s Science. It looks likely 
that, in birds at least, individuals lucky 
enough to be endowed with the right genes 
are also given a hormonal helping hand by 
their mothers. 

Dr Gil has been studying the well- 
known tendency for males to develop flashy 
ornaments—the most famous example be- 
ing the peacock’s tail. One hypothesis is that 
such ornaments are frozen evolutionary ac- 
cidents. Because females prefer them, only 
males sporting them get mates. So the sons of 
any female whose genes tell her to buck the 
trend and pick an undecorated mate will not 
themselves do well. The other idea is that, be- 
ing costly to produce, tails are a good indica- 
tion of a male’s state of health and therefore 
of the quality of his genes. Either way, the 
flashiest males should get all the girls. And, 
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in general, the flashiest males do. 

A little nurture allied to nature can dono 
harm, however, and it is known that chicks 
sired by top-notch males are often given spe- 
cial treatment by their mothers. Dr Gil want- 
ed to see if this extra maternal attention ex- 
tended into the egg. He predicted that if it 
did, it would take the form of a dose of testos- 
terone secreted by the mother into the egg 
before it is laid. Testosterone is a hormone 
that causes nestlings to beg for food more ag- 
gressively than their siblings, and thus pro- 
motes their growth rates. Birds born from 
eggs that contain high levels of testosterone 
also tend to turn into more dominant adults. 

Dr Gil’s research grant would not extend 
to peacocks. Instead, he worked with zebra 
finches. Besides being cheap, these have the 
advantage that previous research has shown 
that a male’s level of flashiness in the eyes of 
a female can be manipulated by putting col- 
oured rings on his legs. Red rings enhance 
desirability. Green rings diminish it. 

Six lucky males were given red bands. 
Another six were given green ones. A dozen 
females were then mated with these males— 
half with red-ringed males and half with 
green-ringed ones. As the eggs produced by 
these matings were laid, they were removed 
and analysed for their testosterone content. 
Then the procedure was reversed: females 
previously mated with a red-ringed male got 
a green-ringed one, and vice versa. Once 
again, the eggs were analysed. And, regard- 
less of the order of mating, eggs fathered by 
red-ringed males proved richer in testoster- 
one than those fathered by green-ringed 
males—just as Dr Gil predicted. But why? 

There are at least two hypotheses. One is 
that the embryonic birds in the favoured 
eggs really do have better genetic health than 
their less-favoured half-siblings. Although 
extra testosterone brings advantages, it can 
also extract a price by weakening a chick’s 
immune system. Chicks with “good genes” 
would be better able to stand this than those 
without. The size of the dose, though varia- 
ble, is thus the maximum that will benefit 
any given embryo, so the mother is not so 
much discriminating among her offspring as 
trying todo the best by each of them. 

The other hypothesis is that the dose is 
an act of blatant favouritism, aimed primar- 
ily atsons by mothers who are attempting to 
pull a fast one on their potential daughters- 
in-law. Because flashy,dominant males tend 
to mate with disproportionately more fe- 
males than dull, unassuming ones it makes 
sense to focus on bringing the best sons to the 
peak of perfection with a hormone injection 
that makes them look even flashier than 
their genes alone would allow. Putting the 
hormone into sons who would not turn 
many avian heads even with a testosterone 
boost would be to waste it. The biblical mess- 
age, in other words, is right. Life is just as un- 
fair as you thought it was. 

= = = = 
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Gazing at China 


What is it about China that makes it so resistant to objective analysis? Two 
recent books and a bracing journal article re-examine an old conundrum 


OU might think that after 2,000 years of 

commerce, diaspora, diplomacy and 
war, China and the West would by now 
have grown accustomed—if not quite to 
each other—then at least to the contours of 
an intractably prickly relationship. Yet 
though exchanges between the Chinese and 
Roman empires were recorded as early as Ti- 
berius, a genuine normalisation of relations 
has somehow never taken place. Instead, old 
misunderstandings show surprising resil- 
ience. To this day, the worldliest Chinese and 


THE CHAN’S GREAT CONTINENT: 
CHINA IN WESTERN MINDs. By Jon- 
athan Spence. Norton; 279 pages; 
$27.50. Penguin; £20.00. 


THE SEXTANTS OF BEIJING: GLOBAL 
CURRENTS IN CHINESE History. By 
Joanna Waley-Cohen. Norton; 322 
pages; $24.95 and £17.95. 


“Does CHINA Matter?” By Gerald 
Segal. Foreign Affairs (Vol. 78, No 5; 
September-October 1999); $12. Call 
0800 829 5339 to order 
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the most sophisticated westerners find it 
hard not to look on each other’s lands with- 
out a large degree of fear and fantasy, much 
as people who have heard about, but never 
seen, the craters on the moon. 

Both bemoan the optical defects of the 
other. One of the first things westerners with 
any experience of China have always report- 
ed was ambivalence to foreigners. So, today, 
it is commonly said that Chinese politicians 
and intellectuals continue to treat the out- 
side world with a troubling mixture of envy, 
admiration, apprehension and disdain, ob- 
stacles all to steady and reliable vision. West- 
erners, we are told, make a comparable mis- 
take, taking small parts of China for the 
whole and treating the entire nation as a 
place apart that runs to its own rules and re- 
mains strangely impervious to change. 

The charge of mutual incomprehension 
is hard, of course, to adjudicate. Jonathan 
Spence,a Yale professor and prolific writer, is 
too canny and knowledgeable a sinologist to 
try, not directly at least. Instead, in his latest 
book (now available in paperback) he pro- 
vides a readable and entertaining catalogue 
of attempts by westerners, including think- 


ers and poets, to grasp the Chinese conun- 
drum. Called “sightings” by Mr Spence, 
these accounts span seven centuries from 
the reports of Marco Polo to the present day. 
They include travel diaries, social and philo- 
sophical theorising (Montesquieu, Voltaire, 
Adam Smith, Hegel, Marx and Max Weber 
are all enlisted) and fictional writing by, 
among others, Franz Kafka, Italo Calvino 
and Jorge Luis Borges. The poetic imaginings 
of Charles Baudelaire and Ezra Pound are re- 
corded as well as the “realistic”, -was-there 
reporting of Pearl Buck and Edgar Snow. 

Mr Spence’s starting point, reasonably 
enough, is that what his various observers 
have had to say tells you as much about 
them as about the China they depict. With- 
out making theoretical heavy weather of it, 
he shows how foreign China-watchers have 
usually tried to fit the country into their own 
prevailing intellectual interests. When, for 
example, Europeans first began looking for 
complete and mechanical frameworks by 
which to explain the physical universe, they 
began also, he writes, to search for a key, a 
single system, that might explain the spraw- 
ling phenomenon they found (or imagined) 
in China. This is a shrewd point, and there 
are other examples. But one appeal of this 
short book is that it does not press further 
than the evidence will bear: its main attrac- 
tion, after all, is the colourful variety of its 
material. Yet a constant in westerners’ atti- 
tudes, noted again and again by Mr Spence, 
is an abiding belief in China’s hostility to 
outsiders and resistance to change. 

In “The Sextants of Beijing” Joanna Wa- 
ley-Cohen, a professor of history at New 
York University, takes direct aim at this prev- 
alentidea of an isolationist, unchanging Chi- 
na. It is based, she believes, on an early west- 
em misdiagnosis repeated century after 
century. Whether her point is that China 
was no more chauvinist than other countries 
ornotchauvinistatall isnotalways clear. But 
she marshalls scholarly material in a strong 
case for the defence. 

To start with, China absorbed many 
ideas from abroad, she points out. Buddh- 
ism, an import from India, spread rapidly 
after the fall of the Han dynasty in the year 
220. Gunpowder, that well-known Chinese 
invention, was perfected in the eighth cen- 
tury with know-how from the Arab world. 
Chinese intellectuals in the 17th century ac- 
knowledged and absorbed the better scien- 
tific knowledge of European missionaries: 
the book’s title refers to the astronomical in- 
struments Jesuits installed at a Beijing ob- 
servatory. There is no doubt, she writes, that 
“the introduction of western astronomy and 
mathematics enormously affected the direc- 
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tion of intellectual activity in China.” 

Too often, however, the main claim of 
this readable and informative book is under- 
mined by the actual details of how foreign 
influences came to be felt. She describes, for 
example, how Chinese scholars created a 
myth that the Jesuits’ mathematics derived 
from ancient Chinese ideas in order to make 
this new and useful knowledge more palata- 
ble toa Chinese audience. At other points Ms 
Waley-Cohen offers glimpses of just the sort 
of chauvinism she is trying to play down. 
Qing rulers, we are told, distrusted overseas 
Chinese because “they assumed that only 
bad eggs would want to leave China alto- 
gether.” Or that Chinese compradors, the 
businessmen who mediated China’s trade 
with the outside world, suffered as a class 
from the “taint” of their association with for- 
eigners. Or that those Chinese who early this 
century joined the call to end footbinding 
opened themselves “to the insidious charge 
of succumbing to alien influence.” 

Mentioned also are the many reasons 
China had for doubting, mistrusting and 
fearing foreigners who came calling. The Je- 
suits, after all, offered science in the hope of 
gaining Chinese souls. When finally let in, 
foreign merchants flooded China with opi- 
um. Shortly afterward came gunboats, the 
humiliation of the Qing and the collapse of 
the imperial system itself. 

Much of this is just to say that Ms Waley- 
Cohen is too scrupulous to let a plausible 
theory defeat the more awkward facts. Yet, 
though her book is a useful corrective, its 
larger claim about Chinese openness and 
normality will probably fail to persuade the 
puzzled or sceptical foreigners. 

The past is all very well. But getting Chi- 
na into some sort of perspective will not, for 
many readers, be just a matter of history. 
China might have been static and isolation- 
ist then. But readers will want to know with 
some urgency about China now. Is it not a 
stirring giant, a vast market, the 21st century’s 
new world power? Many, perhaps most, 
westerners certainly think so. But are they 
right? Might they also not be in the grip of yet 
another beguiling misconception? 

Gerald Segal, director of studies at the In- 
ternational Institute for Strategic Studies in 
London, argues the case that they are so de- 
luded in a lively contrarian article, “Does 
China Matter?”, in the latest issue of Foreign 
Affairs. With a wealth of international com- 
parisons and much polemical verve, he de- 
rides the common idea that China is a great 
economic, geopolitical or military power. 
China, he says, is a “second-rank middle 
power that has mastered the art of diplomat- 
ic theatre.” His conclusion is bracing: only 
when “we finally understand how little Chi- 
na matters will we be able to craft a sensible 
policy towards it.” This is provocative stuff, 
and “Does China Matter?” deserves to stir up 
fierce debate. 
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South Africa 


Boers and Britons 


BLOEMFONTEIN 


A hundred years on, myths persist about the Anglo-Boer war. Several of these 
are dispelled in a wealth of books to mark the centenary 


T WAS the first war where smokeless long- 

range rifles made trenches much harder to 
attack than defend. Its scribes included Rud- 
yard Kipling, Arthur Conan Doyle and Win- 
ston Churchill (who first rose to minor fame 
by escaping from a prisoner-of-war campon 
the day before he was to have been released). 
It spawned the boy-scout movement, and, 








some would argue, apartheid. October uth 
marks the centenary of the outbreak of the 
Anglo-Boer war, and the beginning of three 
years of commemorative exhibitions, 
wreath-laying ceremonies, braais and re-en- 
acted battles. A century has not been long 
enough for South Africans to reach agree- 
ment about what the war meant, what ac- 
tually happened, or even what to call it. 
Under apartheid, the history of the “Sec- 
ond War of Independence” taught in South 
African schools went like this. In the late 
1830s, a bunch of doughty Dutch-speaking 
pioneers embarked on the Great Trek: a 





thousand-mile hike across desert and bush 
to escape the tyranny of British rule. They set 
up two fiercely independent republics in the 
South African heartland: the Orange Free 
State and the Transvaal. Then, in 1886, gold 
was discovered on their land, near what is 
now Johannesburg. The greatest empire the 
world had ever seen sent a massive army to 
annex the Boer republics. The Boers fought 
back so bravely that the British needed three 
years, vast reinforcements and innovatively 
savage tactics to defeat them. 

It took 450,000 British and imperial sol- 
diers tosubdue a ragtag Boer force that never 
topped 88,000. Lord Kitchener, the British 
commander, systematically burned Boer 
farms, criss-crossed the country with barbed 
wire, and forced Boer women and children 
intoconcentration camps. There, 28,000 peo- 
ple died of hunger, disease, and from eating 
the ground glass that the British were alleged 
to have putin their food. 

The propaganda value of this tale was 
enhanced by the fact that it is all true (apart 
from the bit about the ground glass, a later 
embellishment). The twin stories of wander- 
ing in the wilderness (the Great Trek) and 
suffering at the hands of a powerful oppres- 
sor (the concentration camps) were endless- 
ly repeated to substantiate the idea that the 
Boers were the chosen people of God, the “Is- 
raelites” of Africa. Apartheid theologians ar- 
gued that South Africa was the Boers’ prom- 
ised land, and that any roughness used to 
maintain control of it was therefore divinely 
sanctioned. As a Kenyan scholar, Ali Mazrui, 
has put it in “Cultural Forces in Global Poli- 
tics” (James Currey; 262 pages; £12.95): “Afri- 
kaner nationalism has a martyrdom com- 
plex—with the British in the role of the 
German Nazi.” 

The monument in Bloemfontein mourn- 
ing the Boer women and children who died 
in the camps became one of the two holiest 
sites of Afrikaner nationalism, along with 
the shrine to the trekkers outside Pretoria. A 
hundred years on, a few bitter Boers are still 
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demanding reparations from Britain, as 
Tony Blair discovered ona visit to South Afri- 
cain January. 

But the myth that the Boers were the sole 
victims of the war is now being challenged. 
Black South Africans suffered at least as 
much. Black scouts working for the British 
army, if captured by the Boers, were often 
castrated before being shot. Boer women 
and children in concentration camps may 
have received miserable rations and poor 
medical care; their black servants fared even 
worse. Researchers are starting to rediscover 
the sites of the black concentration camps, 
where perhaps 20,000 died. Stowell Kessler, 
an American historian, has encountered un- 
disguised hostility when trying to erect me- 
morials at new-found black camp sites. His 
research upsets many older Afrikaners. But 
perhaps not for much longer. Those directly 
touched by the war are almost all dead now. 
The country has a black-dominated govern- 


ment, and only a dwindling rump of white 
South Africans still cling to the old myths. 
The Anglo-Boer war museum in Bloemfon- 
tein, once a showpiece of apartheid propa- 
ganda, has adapted with the times. Out went 
the display of glass shards, and in came an 
exhibit accurately reflecting the role of black 
people in the war. 

The British, too, had myths that are now 
being revised. One was that the war was not 
merely about empire and gold, but also 
about protecting black South Africans from 
Boer brutality. Granted, the Boers treated 
blacks abominably. The Great Trek had been 
in part a flight from British laws banning 
slavery. Blacks who fought with the British 
assumed that they would thereby win both 
Boer farms and the vote, already extended to 
blacks with property in the British Cape col- 
ony. But they were betrayed. 

In 1897, Alfred Milner, governor of the 
Cape colony, wrote of the coming struggle 
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with the Boers: “You have only to sacrifice 
the nigger absolutely and the game is easy.” 
In fact, the game was not easy, but black 
South Africans were certainly sacrificed, 
both during the war and in the subsequent 
peace negotiations. One example was the 
siege of Mafeking. This episode was famous 
at the time, because British newspapers 
needed a success story. (An idea of the jin- 
goism of British war correspondents can be 
gleaned from Raymond Sibbald’s excellent 
anthology of despatches from the Times.) 
Mafeking remained famous because the 
commander of the besieged garrison, Colo- 
nel Robert Baden-Powell, went on to found 
the scouting movement. Generations of Brit- 
ish boys have been fed the story of Baden- 
Powell’s heroism with their charred sau- 
sages. Modern historians, such as Pat Hop- 
kins and Heather Dugmore, argue that 
Baden-Powell prolonged the siege unneces- 
sarily and, by reserving scarce rations for 
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SANT'ALĦO, SICILY 


NEeveninginearly September itstart- 

ed raining volcanic stones in Sant’Al- 
fio, one of the small towns on the ring of in- 
habited areas on the slopes leading up to 
the craters of Mount Etna. The town’s in- 
habitants were badly frightened. But their 
main concern was not for their destroyed 
crops but for the town’s greatest treasure, a 
chestnut tree reputed to be 


A very old chestnut 


called “A Chestnut Tree, A Queen” seen 
this summer at the town hall in Sant'Alfio. 
The chestnut tree is, in fact, known as Il 
Castagno dei 100 Cavalli (“The Chestnut 
Tree of 100 Horses”). The catalogue, while 
admitting that both the age and the royal 
patronage of the tree may be in doubt, as- 
serts “every fairy tale needs a king or a 


by the recollections of one Canon Recupe- 
ro, who has left reports on what was inside 
the cavity, including a cabin he presumes 
was built by chestnut pickers. 

A Scottish traveller in the 1770s, Patrick 
Brydone, was at first sceptical that it was 
one tree and not five or more which had 
grown together but in the end he let him- 
self be convinced—by Canon Recupero of 
course—that the trunk was indeed of one 
tree. He measured its circumference as be- 
ing 204 feet (62 metres). But a painting of 
the chestnut tree by W.H. Bar- 





more than 2,000 years old. 

Happily the tree, which has 
survived numerous disasters 
and not only from the fires of 
Etna, remained unscathed this 
time too. The legend goes that 
earlier in this millennium a 
queen found shelter within its 
cavity for herself and the 100 
horsemen accompanying her 
ona visit to Etna, when they got 
caught in a storm that was 
probably not of volcanic stones 
but which anyway must have 
been unpleasant. 

The details of this tale are 
scanty, beginning with the 
name of the queen whom the 
legend calls Giovanna (Joan) 








THE CHESTNUT TREE OF THE HUNDRED HORSES 


tlettin his “Pictures from Sicily”, 
published in 1853, showed a 
hole in one part of the tree 
which could have probably just 
about contained the donkey 
and the two boys seen resting in 
its shade. 

Those who visit it today 
and do so in winter will find it 
rather scary, its bare branches 
looking menacingly like some- 
thing from a Disney nightmare. 
Insummer, in full bloom, it has 
a more comforting effect, espe- 
cially if seen from the nearby 
pizzeria which in the cooler 
evening air offers welcome ref- 
uge after a hot day’s travel 
around the Etna slopes. Those 








but nobody is quite sure 
whether she hailed from Aragon or Anjou. 
The history books have no record of a 
Queen Joan visiting Sicily, though the Ara- 
gonese and the Angevins were among its 
conquering visitors. 

In any case, the legend and the tree 
have certainly been around since the 16th 
century, the oldest date mentioned in doc- 
uments on display with prints and paint- 
ings of various periods, in an exhibition 





queen in its cast so we in Sant'Alfio have 
been quite happy to adopt this queen and 
her horsemen as part of our folklore.” 

In the mid-18th century it was already 
puton record that it could shelter 30 horse- 
men and 300 sheep. Its cavity may have 
been opened up by man or, more likely, 
was formed by entwined branches grow- 
ing over the centuries. Travellers who visit- 
ed the tree in the 18th century were drawn 


who have indeed ventured a 
thousand metres farther up the slopes of 
what is still the territory of Sant'Alfio will 
have found the entrances, almost like trap- 
doors, to an underground grotto which 
18th-century travellers say was used for 
storing snow that was then shipped to Mal- 
taasice. In more recent times it has become 
known as the “Thieves’ Grotto”, presum- 
ably because it was used for storage of an- 
other product of Sicilian ingenuity. 
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whites, caused thousands of black residents 
of Mafeking to starve to death. Interestingly, 
the only contemporary account of the siege 
by a black is sympathetic to Baden-Powell. 
Sol Plaatje, later one of the founders of what 
was to become the African National Con- 
gress, saved his scorn for the Boers: “They kill 
on average only one goat, sheep or fowl after 
spending 5,000 rounds of Mauser ammuni- 
tion,” he wrote, “[B]ut very rarely aman.” 

Plaatje was later disillusioned, however. 
Having finally beaten the Boers, Britain’s pri- 
ority was to get the mines and fields of South 
Africa producing again as fast as possible. 
The British government decided that the 
best way to do this was to placate the Afri- 
kaners. A couple of years after they surren- 
dered, the Boer republics were granted self- 
tule. In 1910, the republics were united with 
Britain’s South African colonies in a way that 
in effect destroyed the non-racial franchise 
in the country. By the time the National Party 
came to power in 1948, blacks had already 
lost most of their political rights. South Afri- 
ca’s brief experiment with colour-blind gov- 
ernment died, and was not revived until Nel- 
son Mandela’s triumph in 1994. 

Mindful of the variety of interests differ- 
ent readers will take in South Africa’s past, 
publishers have come out with a range of 


Boer war books, old and new. Besides the 
classic histories, such as Thomas Paken- 
ham’s and Rayne Kruger’s, there are new edi- 
tions of contemporary accounts, of which 
the most gripping is Deneys Reitz’s “Com- 
mando”, This is an unusually fair-minded 
memoir by one of a band of 200 mounted 
guerrillas, led by Jan Smuts, later South Afri- 
ca’s prime minister, who evaded capture 
against outrageous odds. Reitz survived 
three years of fighting, horrified but buoyant 
enough to quote Dickens to the wounded 
British officers he met on the battlefield. Also 
worth perusing is Giles Foden’s “Ladys- 
mith”, a novel loosely based on the experi- 
ences of the author's great-grandfather at the 
siege of that town. Mr Foden deftly weaves 
both Gandhi and Churchill into the tale, and 
imagines what they might have thought of 
each other. 

On October 1th, Thabo Mbeki, South 
Africa’s second black president, will give a 
speech at Brandfort, in the Free State. The 
place is chosen for its proximity to sites sig- 
nificant to Boer, black and Briton alike. Mr 
Mbeki is expected to say that remembering 
the horrors of the 1899-1902 war will deter 
South Africa from repeating them. It is only 
recently, for the first time in centuries, that 
predicting peace in South Africa rings true. 


m 





Artistic freedom 


See you in court 


NEW YORK 


LEPHANT dung beside the Blessed Vir- 

gin, penises on schoolgirls’ faces, sliced 
cow parts in preserving fluid. These are some 
of the favourite and not-so-favourite things 
in a controversial show of contemporary 
British art called “Sensation” that lived up to 
its name when it opened in London two 
years ago and has now got two halves of 
New York shouting at one another. 

Aweek before the show was due to open 
on October 2nd at the Brooklyn Museum of 
Art, Rudolph Giuliani, New York’s mayor, 
denounced its contents as “sick stuff” and 
threatened to revoke the city’s financial sup- 
port for the museum if it went ahead. Taking 
careful aim, he singled out Chris Ofili’s “The 
Holy Virgin Mary” (a paper collage on linen 
of a black Madonna decorated by lumps of 
dung and fluttering buttocks clipped from 
men’s magazines) as a “desecration” of the 
Catholic religion. 

When Arnold Lehman, the Brooklyn 
museum’s director, offered to close off some 
or all of the show to under-18s, an aroused 
mayor shot back that this would violate the 
museum’s lease from the city requiring pub- 
lic access and would trigger eviction from its 
city-owned building. Clearly out of his 
depth, a bewildered Mr Lehman tried to de- 
fuse things by explaining that elephantdung 
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was not necessarily a mark of disrespect in 
Nigeria, where Mr Ofili’s parents are from. 
Nobody comes out of this well, neither 
attackers nor defenders. A presumed candi- 
date for the Senate from New York, Mr Giu- 


liani is playing up to the bluenoses and puri- 
tans in a campaign year: earlier shows in 
city-supported galleries were just as shock- 
ing (sexually at least) but raised not a peep 
from his office. His probable Democratic op- 
ponent, Hillary Clinton, has both de- 
nounced “Sensation” and attacked the 
mayor for interfering. The directors of two 
other large New York museums, Philip de 
Montebello at the-Metropolitan and Glenn 
Lowry at the Museum of Modern Art, first sat 
by in pharisaical silence, mindful of big city 
subsidies, but then took sides against the 
mayor. As interested bystanders, Christie’s,a 
big auction house which is sharing the cost 
of the show, Charles Saatchi, who owns 
mostof the artin it,and of course lawyers for 
all sides stand to make pots from the row. 

Evidently, this is a fight with few heroes. 
But protecting artistic freedom often is: you 
have to defend bad art as well as good, fool- 
ish curators as well as mercenary collector- 
dealers, brattish art showmen along with the 
quieter creative types. 

To the charge of censorship, Mr Giuliani 
replies that taxpayers are not obliged to pay 
for offensive art. As New York pays around 
$7m of the Brooklyn museum’s $23m yearly 
operating budget and is considering $20m in 
capital grants, this is noempty threat. But asa 
point of principle, the argument rests on an 
equivocation. Cultural yahoos in Congress 
have long tried to limit federal arts spending 
on controversial shows, although such rules, 
say their critics, infringe first-amendment 
rights to free expression. Last year the Su- 
preme Court upheld congressional “decen- 
cy” tests on federal arts grants, but only if 
these were advisory. That threats of cut-offs 
and eviction from an electioneering mayor 
could count as “advice” is surely doubtful. 

As the opening drew near, the mayor 
and the museum, under its chairman, Rob- 
ert Rubin, looked in vain fora compro- 








Giuliani in anger 





mise: removing the work by Mr Ofili 
(like the mayor, a Catholic), corralling 
it and other offending pieces in a pri- 
vate gallery (though as part of the 
show)and cutting thecity’s subsidy by 
a fifth while “Sensation” lasted. As The 
Economist went to press at mid-week, 
the mayor was taking steps toevict the 
museum and remove its trustees, and 
the museum was moving to block him 
in federal court. 

“Sensation” reminds us that when 
people say thatart has lost its power to 
provoke, they are wrong. Art is as dis- 
turbing as it ever was. What matters is 
how people deal with the passions it 
creates. Here the German example is 
telling. When “Sensation” opened in 
Berlin on its way to New York after 
London, it drew huge crowds and 
hardly a murmur of public anger. But 
then in Berlin they remember book- 
burning and “degenerate art”. 
ee EE ee 
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OBITUARY 


Leo Valiani 


N THE evening of April 25th 

1945, Leo Valiani gave the or- 
der that Benito Mussolini should 
be killed. It was finito, he said lat- 
er. In 1943 Italy had surrendered 
to the Allies, but Germany had 
taken control of the north of the 
country, and had set upa separate 
state with Mussolini as its leader. 
Now the Allies were advancing 
rapidly northwards and much of 
Mussolini’s “state” was controlled 
by the Italian resistance. 

On this April evening, Musso- 
lini met resistance leaders on neu- 
tral ground, the archbishop's pal- 
ace in Milan. Mussolini wanted 
an agreement that would protect 
his followers and their families. 
Mr Valiani said that Mussolini 
was in no position to make terms, 
only to surrender, and the meet- 
ing would last one hour only. An 
angry Mussolini stormed out of 
the palace. Shortly afterwards he 
was shot dead while on his way to 
Switzerland. 

Accounts of Mussolini’s end 
are varied. In some stories, the re- 
sistance leaders prepared a death 
warrant signed by Mr Valiani and 
the sentence was duly carried out 
on the fleeing Mussolini. This 
would have given his execution a 
facade of legitimacy, but little that 
was lawful was happening in 
northern Italy in the last days of 
the second world war. What is 
clear is that, whether or not there 
was a formal death sentence, Mr 
Valiani brushed aside any talk among the resistance for clemency 
and insisted that Mussolini, having refused to surrender, should 
be executed without a trial. “Let’s end it,” he said. 

The body of the inventor of modern fascism, and the early 
mentor of Hitler, was displayed, with that of his mistress, hanging 
upside down in a square in Milan. General Eisenhower, the Allied 
commander, said, “God, what an ignoble end.” Leo Valiani was 
said by his friends to have disapproved of the displaying of the 
bodies, but otherwise seems to have had no regrets. He saw him- 
self simply as a servant of history. He went on making history after 
the war. He helped to write the Italian constitution and was re- 
garded as a founding father of the republic. But he declined to pur- 
sue a career in politics. History is what interested him more. Mr 
Valiani was that rarity, a historian who had made history. 


Lessons of history 


Leo Valiani was an old European, using the term in a respectful 
and slightly awed sense, like old money. One of his books was 
“The End of Austria-Hungary”. Who now gets excited about the 
break-up of this once powerful empire whose origins date back to 
the 13th century? Perhaps only those, like Mr Valiani, who saw that 
history does repeat itself, albeit in new guises. The Austro-Hungar- 





Leo Valiani, a maker of modern Italy, 
died on September 18th, aged 90 


ian empire was bedevilled by the 
constant demands of competing 
nationalities within the super- 
state, a problem that these days 
the European Union faces as it 
toys with federalism. 

Mr Valiani had an additional 
interest in Austria-Hungary. He 
was born there, in the Adriatic 
seaport of Rijeka (now in Croa- 
tia), and took Italian nationality 
when the town was annexed by 
Mussolini’s Italy in 1924 and re- 
named Fiume. As a Jew and a 
communist, Mr Valiani had a nat- 
ural antipathy to Europe’s new 
caesar. Mussolini’s only virtue, he 
said, was that he encouraged 
Italian football, which for Leo 
Valiani rivalled history as a 
worthwhile pursuit. 

He was often in trouble as an 
agitator and had several spells in 
prison in the 1920s and 1930s. 
When Russia signed an agree- 
ment with Germany in 1939 to di- 
vide Poland he broke with com- 
munism. But new masters, the 
British, were waiting in the wings. 

The British had given up try- 
ing to recruit resistance workers 
in Germany, where any dissent 
was efficiently crushed. But Italy 
seemed less brutal, or was simply 
inefficient. Resistance groups op- 
erated with some success, among 
them Leo Valiani’s. In Mussolini’s 
northern Italian “state” in 1943, 
Mr Valiani set up a “committee of 
national liberation”, which 
claimed to be the next provisional government. It had the support 
of both Britain and America, whose Allen Dulles, later to be head 
of the cra, was a spy operating in the region. With Mussolini dead 
and the Germans defeated, Mr Valiani’s committee wasin a strong 
position to help shape Italy’s real government. 

The constitution he helped to produce in 1948 runs to many 
thousands of words and, judged as a piece of democratic guid- 
ance, is a model of its kind. But, whatever its successes, it has not 
produced enduring governments. Since 1948 there have been more 
than 50, although their defenders point out that in many of them 
the members were simply reshuffled without any great change of 
political direction. Corruption became widespread. 

The constitution’s weakness, Mr Valiani later agreed, was that 
it had the effect of paralysing government. He wanted a stronger 
presidency, and in his books and articles in Corriere della Sera 
was fiercely critical of the politicians who held on to the old sys- 
tem. He thought Italians were a bit soft. Just as they had once ac- 
cepted the abuses of fascism, they were lax in dealing with the Ma- 
fia. He once argued for the return of the death penalty. Parliament 
took his scoldings gracefully and made him a senator for life. He 
never took a job in government and said his great regret was that 
he had never written about football. 
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COURSES 


Templeton 





” The Oxford 


Strategic 


Leadership 
Programme 


26 ~ 31 March | 14-19 May | 12-17 November | 2000 


Please send details of; 

The Oxford Strategic Leadership Programme 
Return to: 

Dorothy Cooke, Templeton College 

niversity of Oxford 

Oxford 0x1 5NY, England 





Tel +44 (0}1865 422776 Fax +44 (0)1865 422501 
Email leadership@templeton.oxford.ac.uk 
www.templeton.ox.ac.uk 
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Graduate Studies 
in Japan 


è Two-year Master degree programs accredited by 
the Japanese Ministry of Education 

e All instruction in English 

è Academic focus on Japan and Asia 

Pr e par e you rself to make ® Strong ties to Japanese industrial and business communities 

a differ ence in th ew orl d. è Approx. 240 students from over 40 different countries 


è Exchange programs with 36 institutions around the 
RIGOROUS AND INTENSIVE, the MPA/ID world 


è International faculty of distinguished scholars 












































The John F Kennedy School of Government 
is launching an exciting new degree program, 
the MPA in International Development. 


represents a breakthrough in development 

education, combining depth in economics 

training (at the PhD level) with a cross-dis- . 

ciplinary approach to solving the most critical The Graduate School of 

problems facing the world. Internationali Relations 

Master degree programs: 

@ international Relations ram (IRP): 
Provides a theoretical foundation and 
critical understanding of global and 
regional themes of international politics 


TAUGHT BY A WORLD-RENOWNED 
FACULTY, including economist Jeffrey Sachs 
who envisioned the program, the MPA/ID 
aims to promote sustainable economic 
growth with equity and social justice in an 
interdependent world. è Asia Pacific International Relations 


FOR EXCEPTIONAL, MOTIVATED PEOPLE Program (APP): Examines emerging 
7 political, economic and social trends 


from all over the world with strong math and in the Asia Pacific region in the context 
economics backgrounds, the program will of globalization 

deepen and expand analytic skills through 
intensive course work and offer real-world 
experience through summer internships in 
international settings. Students will develop 
the tools to become leading development 
analysts and practitioners. Our career services 
staff will help launch graduates into rewarding 
development careers. 


@ international Development Program 
(IDP); Provides a practical understanding 
of the concepts and quantitative methods 
relevant to an examination of development 
issues f 


é Graduate School of 
tefnational Management 


ae MBA’ Program : 
Classes begin in September, 2000. oF ocuse s\ on comp arative business 
Applications are due by January 3, 2000. analysis from global perspectives 
Full and partial scholarships are available. e Examines the importance of advanced 
information technologies 
è Examines legal issues in business 
involving Japan, the U. S., and other 
Asian countries 
and transitional economy countries, contact: a : @ Features prominent guest lecturers from 
leading Japanese and foreign companies 
@ Considers recent issues in China since 
the introduction of a market economy 


GRAS 


' INTERNATIONAL 
4 UNIVERSITY OF JAPAN 
For more information, please contact: 
Office of Student Recruitment, tnternational University of Japan 
Yamato-machi, Niigata, 949-7277 
Tel: 814+257-79-1104 Fax: 814+257-79-1188 
E-mail: admis @iuj.ac.jp Website: http://www. iuj.ac.jp/ 
C Pline application is available. 


For more information on the MPA/ID or 
the one-year Mason Fellows Program for 
mid-career professionals from developing 








Office of international Development Programs 
79 john F Kennedy Street 

Cambridge, MA 02138 

phone: 617-495-2133, fax: 617-495-9671 
e-mail: idprograms@ksg.harvard.edu 
http:/hwww.ksg.harvard.edu 
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International Certification Program 










The Chartered Treasury Manager (CTM®) designation is a symbol 
of excellence and a mark of achievement. A strong evidence of adherence 






to professional standards and code of ethics. After successful completion 
of study and examinations, the Charterholders of ACTM will earn the 
right to use the CTM designation and join the growing global profession 








of treasury managers. 











The Association of Chartered Treasury Managers offers the International 
Certification Program leading to the designation, "Chartered Treasury 






Manager" (CTM). The CTM Program is designed to promote knowledge, 






skills and integrity among treasury professionals worldwide. 


KIM 


The Association of Chartered Treasury Managers 











For more details and a free brochure, please contact us at 
Telephone : | 408-241-4895 (International). 1 877-410-3702 (US) 
Fax : 1 419-710-8860 Email : info@actm.org Website : www.actm.org 







ACTM, CTM and Chartered Treasury Manager are trademarks. 






UNIVERSITY OF LONDON 


DISTANCE LEARNING PROGRAMMES 
CENTRE FOR 


* PG Diploma in Economic Principles (conversion course) 
¢ PG Diploma/MSc in Financial Economics 

© PG Diploma/MSc in Financial Management 

+ PG Diploma/MSc in Development Finance 


if you are interested in a postgraduate qualification 
BUT can’t spare time away from work or home, 
our award winning programmes offer you: 


















make the Aiioranca 


as it has for 














The CEO of Dell Computer France 





The Vice President af Sony 





e World-class education without interruption to your career 
e Specially designed, fully comprehensive materials 
* High quality tutorial support 
e Registration anywhere in the world for up to 5 years 
For a brochure, contact The Centre Secretary, CIEE, SOAS, 
University o London, Thornhaugh Street, London WCiH OXG, UK 
Tel 020 7323 6366 (24 hours) Fax: 020 7637 7075 


Email: CIEEVOL@SOAS.ac.uk quote reference Econ 24/9/99 
Web site: http://www.soas.ac.uk/Centres/CIEE/ 






















a Over 200 multinational compaiitos recruiting 
on campus each year 





Surname 










First name 












MrimgOther 






Address 








TRE QUEEN’S 
ANNIVERSARY PRIZES 


Fox Hiewer ann FURTHER EDUCATION 





i Country 
idinlorial cbta 


ref Econ 24/9/99 








1996 : Postcode 


Number of years of Professional Expe ONCE S aain nenii 
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~M 
ae 


Northwestern University School of Law 
Chicago, Hinois, U.S.A, 





Graduate Program in Law & Business 


Designed for business lawyers educated outside the U.S., the 
Graduate Program in Law and Business is the only program of 
its kind that offers the unique opportunity to study at two of 
Ainerica’s leading schools in the fields of law and business: 






Prepared for the cyber-paced 
business world? 





THESEUS in collaboration 
with CERAM, Sophia Antipolis, 
offers a one-year full-time 
accredited MBA program in 
English, focusing on Information 
Management and High-Tech 
Entrepreneurship. 














Northwestern University School of Law and 
Kellogg Graduate School of Management 
















The Program's intensive 12-month curriculum consists of course 
work at both schools. The law courses emphasize corporate, 
commercial and transactional studies, while the Kellogg courses 
cover introductory and advanced principles of management, finance . 
and marketing, Graduates are awarded a Master of Laws (LLM) 
degree from the Law School and a Certificate in Management 

from Kellogg. 






Cutting edge topics covered: 





* E-commerce 
* Innovation 

° Knowledge management For more information 
* New Venture Financing www.theseus.edu 


THESEUS 































For Inquiries and Applications: 







Northwestern University School of Law 
Graduate & International Programs 
357 East Chicago Avenue 
Chicago, Hlinois 60611-3069 U.S.A. 
Phone: 312/503-2039 
Fax: 312/503-2518 
E-mail: gradlaw@nwu.edu 
Web: www.law.nwu.edu 





Contact: Eddy Travia, admissions @theseus.fr 
BP 169 — 06903 Sophia Antipolis, France 
Tel: +33 (0) 4 92 94 51 00 
Fax: +33 (0) 4 93 65 38 37 





















BROADEN 
YOUR 
HORIZONS wrur BATH msa 


Our excellent ratings for teaching and research, a full range of accredited 
Full and Part-time programmes, and the career success of our graduates 
make us one of Britain's top five business schools. 







Amsterdam 
C Institute of Finance 









offers in cooperation with the faculty of 


INSEAD 
Upcoming Courses 1999/2000 


Acquisition Finance ` (Oct. 20 - 21) 













Located in one of Europe’s most idyllic cities, with a course community 
of mature, experienced participants from all over the world, the Bath 
MBA offers you a first class education that will broaden your horizons in 


Advanced Valuation Topics 
more ways than one. 












- Valuing Commercial Banks (Nov, 3 - 4) 
- Real Options (Nov. 5 - 6) Meet us at the Euro MBA and GMAC international forums in 
October and November - see our website for full details or contact 

Valuation Principles (Nov. 10 - 11) us quoting Ref. EC1/00. 
Financial Risk Management (Nov. 15 - 19) Tel: +44(0)1225 323432. Fax: +44(0)1225 826210. 
Asset and Liability Management (Nov. 22 - 26) Email: mba-info@management. bath.ac.uk 
Project Finance (Nov. 29 - Dec. 3) www.bath.ac.uk/Departments/Management 
Advanced Valuation (Feb. 3 - 4) University of Bath School of Management, 
Measuring and Implementing Bath BA2 7AY, UK. 
Economic Value Added (Feb. 14 - 16) 
Foundations of Finance (Feb. 17 - March 10) 


Financial Restructuring - Going Public (March 20 - 24) 





For information, please visit our Web site, or contact us directly. 


AIF - Herengracht 205, 1016 BE Amsterdam, The Netherlands 
telephone: +31-20-5200162/160 - fa» +34-20-5200161 


e-mail: inf ww.aifnl 
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“>. REAL ESTATE AT MIT 

A one-year Master of Science degree program 

which integrates theory and practice in real 

+, f estate markets, development, finance, design, 
rr oe and more. Application deadline: Feb. 15, 2000. 


MIT/CRE 


For more information call 617-253-4373, fax 

617-258-699], or visit our web site: 

hitp:/web mit.edu/cre/www. 

The Global Pormership for 
Industry & Education 


Massachusetts Institute of Technology 
Center for Real Estate 
T7 Mass. Ave. W31-310, Cambridge, MA 02139 


EUROPEAN 
CENTRE FOR 
PUBLIC AFFAIRS 


Your fast track to Brussels 
Working with the EU - 
Institutional Relations and Public Affairs 


7-Day Intensive Programme 
2 alternative weeks in 1999 
Oct 17-23 + Nov 28-Dec 4 1999 

*Tdeal for those needing immediate  * Involves some 25 sessions: lectures; 

practical insights inte how Europe visits. case studies - all conducted by 

works and how best to work Europe. top Brussels officials and practitioners. 
* Keyed to action - with detailed guidance * Personal, power-a: ed coaching 

and examples on how to lobby manage through group work projects, 

corporate public affairs and tender most 

effectively within t 





Lucyna Gutman-Graner 
bié, 66 ~ 1030 Brussels, Belgium 
432-2 732 73 25, hip /wwwecpab.com 


Master of Science in Management of 
International Public Service Organizations 


A degree program tailored for managers of development, relief, advocacy, 


and normative programs 


The Master of Science program at New York University’s Robert F. Wagner Graduate School of 
Public Service is designed to train students in the management of international public institutions 


delivering global services. 


* Seven-month program, January to July 2000 

+ Distinguished international faculty 

* Seminars with leaders of prominent NGOs of the UN 
and other international organizations in an urban 
campus in the heart of Manhattan 

+ Tailored for experienced professionals who are eligible 
for graduate study and working for multinational 
organizations addressing transnational problems 


New York University is an affirmative action/equal opportunity institation. 
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For more information, contact the Office 
of Admissions, (212) 998-7414, 

E-mail: wagner.admissions@nyu.edu 
Web site: www.nyu.edu/wagner 


Professor Dennis Smith, 
Director, International Initiative 


Readers are recommended 
to make appropriate enquiries and take 
appropriate advice. before sending money, 
incurring any expense. or entering into a 
1 binding commitment in relation to an 
ECONOMIES sores i ‘cri advertisement. The Economist Newspaper 
M nerit `] Limited shall not be liable to any person for 
b loss or damage incurred or suffered as a 
result of his / her accepting or offering to 
accept an invitation contained in any 
advertisement published in the Economist, 


Yel O171 245 6148- Fas 0171 245 G164 
www.esclondon.ac.uk - info@eseiondossacauk 


The first complete MBA 
on Internet 


www.internet-mba.com 


BS" 


BSN international the Action Learning busines 


UNIVERSITY DEGREE 


For Life, Academic & Work Experience 


Degrees for people who want to be more effective 
and secure in their jobs or professions. 


Earn your BACHELOR'S, MASTER'S or DOCTORATE degree by 
Match your uiing your jens aunt experience. College auva eni credits are 
given for your: tary, company training, jal 
position witha | Courses, seminars and business experience. 
legal degree We accept college credits no matter when taken. 
and Our graduates are recognized for their achievements in business and 
transcripts industry. We will assist you in completing your degree requirements 
= at your own pace through home study, 


Send/fax detailed resume for a NO COST evaluation. 


Pacific Western University 
1210 Auahi Street, Dept 437, Honolulu, Hi 96814-4922 
4-(B08) 597-1909 
CALL: (800).423-3244 ext. 137 UK: 0800-960-413 
Fax: (310) 471-6456 E-Mail: admissions@pwu.com 
htto-/Avww.pwu-hi.edu 


“As you know 
experience is 
still the best 

teacher... But 
degrees open 
doors,” 


CURRICULUM 


Seminar: The Changing World 
of Managing International 
Public Services Organizations 


‘Strategic Management 
Managing Physical Resources 


Managing Programs and 
Projects 


Fundraising and Asset 
Management 


Human Resource Management 
Financial Management 
Information Management 


ROBERT F. WAGNER 
GRADUATE SCHOOL 
OF PUBLIC SERVICE 


4 Washington Square North 
New York, NY 10003-6671 


NEWYORK 


AREON TO LENDET CME PORE RE 
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Strategic , Innovative . Creative 


‘The ronte to the degree you've always wanted to eara: 


Bachelors . Masters . Doctorates 


FAIRFAX 
UNIVERSITY 
(Home Study Program) 
























Founded in 1986, 
* Home study degr 
exar 


* Credit 


Fairfax University offers: 





*Most professional business/management fields* 
*Credit for prior learning/experience* 
*Accelerated programs* 
*Ioternational faculty* 
*Non-residential/distance-learning format* 
*Year round admissions* 

“No cost Evaluation* 








with no writer 
irements 























* International faculty 





* Programe at the Bachelor, Master and Doctoral 
levels 







American Academy of International 
Management 





* Year-round admissions 





Details from: The Re: 
2006 West Fork Drive 

Louisiana 70827. U (225},298.1303 
e-mail; infr irfaxuedu 
Internet: www fairfaxu.eda 


PRESTON 


UNIVERSITY 


Cheyenne, Wyoming, USA 


. Fairfax University, 
206, Baton Rouge. 























Details from: www.aimeda.com . infa@aimedu.com 
AAIM . P O Box t161. Pierre. SD. $7501 , USA 
FAX: (008) 224 6060 











Preston Ubvineraity 





Bachelor/Masters/Doctorate Degrees 
through Distance Education 
International Student Visas authorized for: 
BBA, BSCS and MBA study 
at our Cheyenne Campus. 

Accredited by W.A.U.C. « Licensed by the Wyoming State 
Department of Education under W.S. 21-2-401 to 21-2-407. 
Preston University. Dep EC30/9: 

1204 Airport Parkway * Cheyenne, WY 82001 © USA 


Tel; + 1 (307) 634 1440 © Fax: + 1 (307) 634 3091 
Email: admissions @preston.edu * www.preston.edu 


International 


Management 


Do you want an MBA from a first class 
international university? 


Do work, home or family constraints stop 
you taking time off to study? 


Then study for a University of London 
MBA by Distance Learning in your own 
time, at your own pace. 


Enquiries: 

Room 1 (99/EC/MBA), Senate House, 

Malet Street, London WC1E 7HU 

Tel: +44 20 7862 8360/8361 Fax: +44 20 7862 8358 
E-mail: enquiries@external.lon.ac.uk 
http:/Awww.ton.ac.uk/external 
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Worldwide Course 
& Degree Information 


DISTANCE LEARNING CHANNEL 
www.ed-x.com 





WHICH UNIVERSITY 1S THE BEST FOR ME? 








Over L600 univ’s naw offer dunance: fearning degrees! 
a g3 






Give your name & “street addr 
or Fax (Dept 2) +6. 7565 or write te 
1733 Surawong Kd (Dept 2), Bangkok, 10300 
















EGE DEGREES 
EDUCATION ON YOUR SCHEDULE 
B.S., M.S., Ph.D. Many fields. No classes. 
NO COST evaluation! Send resume. 
6400 UPTOWN BLYD NE + SUITE 398-W 
Dept.34 + ALBUQ., NM B7110-USA 
34@centuryuniversity. edu 
-800-240-6757 
ONLINE OPTIONS 
























London 7 Oct Paris 9 Oct 
Amsterdam 11 Oct Madrid 14 Oct 
Frankfurt 16 Oct Moscow 18 Oct 
Tel Aviv 21 Oct Berlin 20 Nov 
Munich 22 Nov New York 9 Dec 





Bachelor ¢ Master ¢ Ph.D. 
Business (GMBA Majors) - Engineering 
Libral Arts - Computer 
Accelerated degree programs * Ademe credi it for ee 
experience * Students from IE 
the USA * Send 2 page resume/C.V, (ees no cost ealah, 
PO. Box 1138, Bryn Mawr, PA 19010-USA 
fax: 610.527.1008 * e-mail: washuniv@op.net * www.washint.edu 


Education 
University 


Harvard Institute for International Development 
Seeks Accounting Consultant 


HHD seeks an Accounting Consultant to assist its project in Ethiopia to reform the 
accounting systems of the federal and regional governments under the 
Government's Civil Service Reform Program, The Consultant will be on a contract 
and be utilized on an as needed basis. The consultations will be held in Addis 
Ababa, Ethiopia with periodic travel to the regions. 


The Consultant would assist resident accounts advisor in carrying out specific tasks 


as needed. The role and responsibilities may include the following tasks: Assist the 
government in implementing reform strategy; expanded bookkeeping (advances, 
loans, guarantees and investments, stocks, commitments, donor funds, aid in kind, 
fixed assets), expanded reporting, and self-accounting. 


Required skills: educational background in accounting and a professional 
certification in accounting. The individual will have substantial experience in two 
areas: (1) development and implementation of accounting reforms in developing 
countries and, (2) experience in public accounting. A minimum of four years of 
experience in developing countries and implementation experience are preferred. 
Experience with government accounting systems, particularly single entry systems 
and modified single entry systems required. Experience with accrual on accounts 
payable and receivable is highly desirable. 


Referral Instructions: Interested candidates should send a cover letter and resume 
as soon as possible to Teresa Pannapacker, fax to 617-495-9786 or email 
tpannapa@hiid harvard.edu, 
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Forfas is the national agency with responsibility for encouraging and promoting the development of enterprise, science 
and technology in Ireland. It is the body in which the State’s legal powers for the promotion and development of 
enterprise, science and technology are vested. It is responsible for providing advice, support and services to the 
Minister for, and Department of, Enterprise, Trade and Employment and to the Industrial development agencies and 
co-ordinating the work of these agencies. The irish Council for Science, Technology and Innovation (ICSTI) operates 
under the aegis of Forfás. Forfás also provides the secretariat and support for the National Competitiveness Council. 


Further information is available on the Forfás website: http://www.Forfas.ie 
Forfás has an immediate requirement to fill the following three senior positions. 





The successful applicants for these positions will join a team of skilled professionals within Forfás, engaged in the analysis 
of industrial policy issues, widely defined. These positions also offer the successful candidates the opportunity to contribute 
to the overall policy work of Forfás and its sister agencies Enterprise Ireland (http://www.enterprise-ireland. com) and 
IDA Ireland (http://www. idaireland.com). Candidates must possess excellent writing and communication skills together 
with first-rate analytical, judgmental and interpersonal ability. Knowledge of the enterprise and public policy sectors in 
Ireland will also be required. The ability to manage teams of staff together with the ability to liaise effectively with 
external experts and other bodies will be important attributes of the successful candidates. A proven track record in the 
analysis and assessment of policy issues at a national level is essential as well as a sound knowledge of policy 
formulation and experience in applied economic policy issues. Candidates must also have a strong relevant third level 
academic qualification. i 


SENIOR POLICY ADVISER: TRADE POLICY ISSUES 


The success of the Irish economy in recent years is attributable to a significant degree to the performance of its 
internationally trading sector. Initially the person appointed would deal with trade policy and marketing issues including 
those associated with the WTO, EU, and “The Millennium Round”. The work involved will necessitate a high level of 
interaction with firms in the traded goods and services sector, Government Departments, other State Agencies and industry 
representative bodies. Candidates must also have a strong third level academic qualification in economics or a business 
studies discipline with a strong economic component. a Ref: FF-13a-99 


POLICY ANALYST/PROJECT MANAGER: 
THE NATIONAL COMPETITIVENESS COUNCIL 


The National Competitiveness Council reports to the Taoiseach. It provides analysis and recommendations on the key policy 
issues that determine the competitiveness of Ireland's economy. Forfás provides the Secretariat and analytical support to the 
Council. For this purpose a policy analyst is required by Forfas to engage in the development of recommendations across a range 
of public policy areas important to sustaining and enhancing the competitiveness of Ireland's economy. The person appointed 
will have strong skills in policy and statistical analysis including comparative inter-country analyses and analyses of the 
competitiveness requirements of firms in the traded goods and services sectors. Candidates must also have a strong third level 
academic qualification in economics or a business studies discipline with a strong economic component. Ref: FF-37-99 


SENIOR POLICY ADVISER: SCIENCE AND TECHNOLOGY 


The successful candidate will work with Forfás and the Irish Council for Science, Technology and Innovation (ICSTI) on the analyses 
of issues and the development of recommendations in the public policy areas of Science, Technology and innovation (STI). 
The person appointed will also initially be engaged in the collection, analysis and dissemination of STI statistical data using both 
domestic and international data services. A particular responsibility will attach to monitoring and assessing State expenditure on 
Science, Technology and Innovation activities. Applicants should have a thorough appreciation of the issues of relevance to national 
STI policy formation. A track record in the analysis and assessment of policy issues at a national level, with particular emphasis on 
the role of STI is desirable. Candidates must also have a strong relevant third level academic qualification. Ref: FF-22a-99 


Attractive remuneration packages and employment arrangements consistent 
with the responsibilities and scope of the posts involved are available to the 
successful candidates for these positions. 


Closing Date for receipt of applications is: Wednesday 13th October 1999. 







For further details and application forms, please contact Ms Denise Cash, Manager r 

Staff Resources, Forfás, Wilton Park House, Wilton Place, Dublin 2, Ireland. Forfa 

Tel: + 353 1 607 3061. E-mail: denise.cash@fortas.ie 

Piease quote the relevant reference number. INDUSTRIAL DEVELOPMENT IN IRELAND 





FORFAS 18 AN EQUAL OPPORTUNITIES EMPLOYER 
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International Centre for Research in Agroforestry _ 


we Recruiting a Natural Resources 
ICRAF Policy Economist (Regional 


Coordinator) for Latin America 






ICRAF is an international research organization supported by the 
Consultative Group on International Agricultural Research (CGIAR). 
It: works.in more than 20 countries in Africa, Asia and Latin America 
| and has an annual budget of about US$22 million provided by more 
i than'35 donor organizations. ICRAF’s ultimate purpose is to improve 
‘human ‘welfare by reducing poverty, increasing cash income, 
{improving food and nutritional security, and enhancing ecosystem 
resilience in the tropics, through improved agroforestry systems. 


















The Programme 


ICRAF’s programme in Latin America focuses on the roles that 
| agroforestry plays in slowing down deforestation. and resource 
< degradation in forest margins in the humid tropics. The principal 
| objective is to develop and introduce ecologically «sustainable 
“agroforestry options which are profitable for small-scale farmers. 
“Research and development activities are underway in Peru (Pucallpa 
cand Yurimaguas}, Mexico (Chetumal) and Brazil (Acre, Rondonia). 
ICRAF scientists are based in Pucallpa and work in collaboration with 
a range of international and national partners. Current activities in 
Peru focus on enhancing farmers’ management of biodiversity and 
soils through appropriate improved tree germplasm and soil 
“management practices. ICRAF’s activities in the region also represent 
ICRAF’s contribution to the CGIAR Systemwide Programme, 
Alternatives to Slash-and-Burn Agriculture, which has more than 10 
international and national partners in the region. 





















-The Position 
Based in Pucallpa (Peru), with the possibility of residing in Lima to 
account for schooling needs, the policy economist conducts research 
as part of the ICRAF regional team and manages ICRAF’s regional 
programme. Responsibilities include undertaking research that 
complements and supports on-going activities, from a policy 
; perspective, ensuring relevance and coherence of the regional 
research agenda, actively raising funds, and managing this 
“programme. The coordinator is directly responsible to the ICRAF 
director of research and supervises eight professional staff. 





















The Candidate 


~The successful candidate will: 
* hold a PhD in resource economics 
* have at least 6 years of relevant post PhD experience, most of 
which will be in Latin America 
i. have a successful record of research and international project 
management, including pro-active fund-raising 
* have the ability to foster a team approach across disciplines, 
cultures and institutions 
[2e be fluent in Spanish and English and have excellent oral and 
©. written communication skills 
be willing to travel extensively. 




















Terms of offer 


ICRAF offers an internationally competitive salary and benefits 
package, and a collegial and gender-sensitive working environment. 
The contract is for continuing appointment up to, 10 years; subject to a 
one-year probation period, annual assessment of performance, 
continued relevance of the position and available resources. 
Applicants are invited to send a detailed curriculum vitae, with salary 
details, date of birth and the names and addresses of three referees 
(including telephone, fax numbers and email addresses). All 
correspondence should be addressed to the Head of Human 
Resources, International Centre for Research in Agroforestry, PO Box 
30677, Nairobi, Kenya; tel: +254 2 521450 or 1 650 833 6645; fax: +254 2 
521001 or 1 650 833 6646; email: rlecuyer@cgiar.org. Please use 
reference Code ECO when applying. 





















Women and developing country nationals are particularly encouraged to apply. 
Applications will be considered until 30th November 1999 or until the position is filled. 
We invite you to learn more about ICRAF by accessing our web site at 
http;//www.cgiar.org/icraf on the Internet. 
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ING INTERNATIONALLY? 
= Executive $75K-500K+. Career searching into, within -or out of 
Asia / Europe / M.East / U.S.? Contact for Free Info & Critique 








www.careerpath.co.uk 
Fax: Email: 
USA/Canada +1 202 4781698 cpamerica@careerpath.co.uk 4 





+44 20 75048280 
+66 2 2674688 


cpeurope@careerpath.co.uk || 


Europe 
cpasia@bkk.loxinfo.co.th 


Asia / M. East / Aus 











EUROPEAN UNIVERSITY INSTITUTE 


“for research and postgraduate training in the social sciences and humanities” 


is looking for candidates with a distinguished record of scholarly 
publications and experience in postgraduate teaching and 
doctoral supervision, to fill 












in the Department of History and Civilization 


with particular attention to Politics, Religion, Culture 


and in the Law Department / Robert Schuman Centre 





The Law Department and the Robert Schuman Centre wish to 
appoint a senior professor to the Chair Law and Public Policy. 





Preference will be given to an expert in competition law, taking 
into account the domestic, European and international 
dimension. The candidates should have experience in 
comparative research. 


Contracts are for four years, renewable once. The Institute is an 
equal opportunity employer. 





Tel.: +39-055-4685.332 
Fax: +39-055-4685.444 
Email:  applypro@datacomm.iue.it 


Internet: www.iue.it 
Address: European University Institute, Via dei Roccettini 9, 
1-50016 San Domenico di Fiesole, Italy 
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ECONOMISTS: USING ECONOMICS TO INFLUENCE POLICY 


The Bank of England wishes to recruit experienced economists. Economists at the Bank play a vital role: analysis and original 
economic research are undertaken to the highest academic standards, so that policy decisions are informed by the best possible 
advice. The positions will appeal to economists with an interest and talent for the application of ideas to practical policy. 


A number of positions are available in the Monetary Analysis (MA) Divisions of the Bank. The key task of MA is to provide 
the analytical support to the Bank’s Monetary Policy Committee which has responsibility for setting interest rates to achieve 
the Government's inflation target. MA consequently offers an unrivalled opportunity to influence monetary policy, combined 
with a valuable insight into policy-making in one of the United Kingdom’s most important public institutions. 


Each position in MA offers a different mixture of research and policy analysis. The common theme is one of informing the 
monetary policy debate and providing policy advice. Research is focussed around the policy agenda, but staff also contribute 
to the wider academic debate, publishing research in the Bank’s “Working Paper’ series, and articles in the Quarterly Bulletin 
and external journals, 
MA has a number of vacancies for economists with: 

e experience in monetary economics with a strong academic background in policy related research; 

@ experience in economic modelling and using macroeconomic models for monetary policy analysis; 

e a specialism in analysing either the US economy or the real side of the UK economy. 
For these posts, candidates should ideally have at least a Master’s degree in economics or finance and, in addition, at least four 
year’s work experience, in either an academic or applied policy environment or in the financial sector. The successful 
applicants should also have strong communication and presentation skills. 


Salary will be commensurate with qualifications and experience. 

To apply, please send your CV with full salary history, quoting job reference MAQ3/99 to Mrs J M Williams, Personnel 
Division (BB-3), Bank of England, 1&2 Bank Buildings, Princes Street, London, EC2R 8EU. Fax 0171 601 3911. The closing 
date for applications is 23 October 1999. 


The Bank is an equal opportunities employer. 


HEAD OF INTERNATIONAL 
OPERATIONS 


based London 


Reporting to the Director and a vital member of the senior management team you will lead the development of WaterAid’s aa 

international strategy. WaterAid is an independent 

WaterAid works in close collaboration with local partners in 13 countries in. sub-Saharan Africa and South Asia to develop drinking charity working with people in 

water, sanitation and hygiene programmes that are relevant to the needs of poor and marginalised families and communities. You inital Sein 

will ensure that in addition to the technical excellence and quality of our programmes the development of local institutional . ry, naa 

capacity, advocacy, communication and local fundraising skills are major components of our long term plans. improve their quality of life 
through lasting improvements 


to water, sanitation and 
hygiene using local skills and 


Key to success will be your commitment to decentralise and devolve management support closer to the field. You will review, 
develop and implement core accountability systems, promote learning and close cooperation between country programmes through 
mutual support, linkages and exchanges and encourage the development of in-country resources. The nurturing of international 
contacts is critical to our continuing success and will be an important area of your work. practical technologies. 
A highly accomplished international development manager of at least ten years standing (with working experience in Africa and Charity Reg No 288701 
South Asia}, you will be an energetic contributor to the senior management team and will be committed to WaterAid’s vision. 

Politically astute you will be very aware of the economic and social issues that have such a huge impact on poor and marginalised 

people in-developing countries. 


hone calls please. Fatter frat about Nat 
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The Wharton School of the University of 
Pennsylvania 


~The Whitney M. Young, Jr. Endowed Professorship 


‘The objective of the Whitney Young, Jr Professorship is to encourage and 
facilitate the finest scholarship and teaching at one of the world’s leading 
business “schools. The ideal candidate should. possess the following 
qualifications: 


« a demonstrated level of intellectual ability and enthusiasm 
necessary to play a key leadership role in formulating and 
implementing world-class research and educational programs; 

a record of professional publications of scholarly excellence and 
applied importance; 

ability to attract appropriate faculty, talented students and 
resources to support research and programmatic initiatives; and, 
have the qualifications to become a full professor at the Wharton 
School. 


‘This. chair is not restricted to any particular discipline. The Wharton School 

welcomes applications from scholars in any of the academic areas taught in 

the School: 

Accounting, Finance, Health Care Management, Insurance and Risk 

Management, Legal Studies, Management, Marketing, Operations and 

Information Management, Public Policy and Management, Real Estate, and 
Statistics. 


Submit recommendations and/or vitae to: 
Professor Franklin AHen 
c/o Dean’s Office 
The Wharton School 
Suite 1000, SH-DH 
3620 Locust Walk 
Philadelphia, PA 19104-6364 


AA/EEO employer: 


> ARCADIS evuroconsutt 


ARCADIS Euroconsult and ARCADIS BMB Management Consultants are 
looking urgently for Regional Managers to support their growing worldwide 
operations. Current areas of interest include, but. are not Jimited-to, South 
and South-East Asia and Eastern Europe. Possible duty stations are Dhaka, 
Jakarta and Moscow. The ideal candidates should have: 


s a background in consultancy in such areas as land and water 
development, human resource development and/or institutional 
development; 
at least len years of professional experience with key donor agencies, 
including EU, World Bank and Asian Development Bank; 
proven qualifications in strategic and (financial) business planning; 

a strong track record in business development and sales management, 
complemented by the ability to motivate project staff, as well as excellent 
inter-personal and reporting skills; 

fluency in English; skills in other languages such as Bahasa and/or 
Russian would be an added advantage. 


ARCADIS Euroconsult, with its head office in the Netherlands, is a 
prominent international consultancy company concentrating on rural and 
urban development. We supply services and transfer know-how to countries 
in Africa, Eastern Europe, Latin America, Asia and the Central Asian 
Republics, and have done so for the last 45 years. Some 320 of our 400 
employees work in over 100 development projects worldwide in close 
cooperation with public and private organizations. We combine expertise 
and experience in seeking lasting solutions to problems encountered in the 
standard of living, with safeguarding the environment and contributing to 
economic prosperity. ARCADIS BMB Management Consultants is an affiliate 
of ARCADIS Euroconsult, concentrating on institutional development. 


Your written/e-mailed application, including detailed curriculum vitae, 
should be addressed quoting Ref. No. 9912 a.s.a.p. to: 
ARCADIS Euroconsult, Personnel Department, atin. Mr A. Peters; 
Fax: +31 (0)26 3577577 or e-mail: PSO@arcadis.nl 


114 


ACDI/VOCA a global non-profit organization: delivering 
technical assistance to businesses and institutions, is recruiting 
short- and long-term professionals to work on a variety of 
small-and medium-size enterprise (SME) development 
projects worldwide, with particular emphasis on Europe and 
Eurasia programs. To be considered, applicants must have a 
minimum of eight to ten years’ experience in one or more of 
the following areas: | 
Financial Analysis and Planning 

MIS-driven Monitoring and Impact Evaluation 
International Accounting Practices 

Product Development and Merchandising 

Strategic Business Planning 

Overseas Sr. Project Management 
SME/Institutional Management 

Marketing and Promotion 

Human Resources Management 

Business Services Management 

General Business Management 

Rural Finance and Credit 


eee oè 


e o o où o o o o 


Applicants must be fluent in English; fluency in a second 
language is highly desirable. Please send CVs/resumes to Amy 
Maher, ACDI/VOCA Dept. of Recruitment, 50 F Street 
NW, llth Floor, Washington, DC 20001 USA. Fax: (202) 
783-7204; E-mail: AMaher@acdivoca.org. www.acdivoca.org. 


Private Client Portfolio 
Management Company 


Established in 1993 in Zurich, with minority 
institutional shareholders, the Company seeks Senior 
Officers for its London subsidiary. With at least five 
years experience in both client and investment 
management, the successful candidate would now wish 
to join a growing and collegial company environment. 


Candidates must have had exposure to managing 
equities and fixed income securities in the UK and 
overseas, as well as proven skills in marketing and 
communicating effectively with an international private 
clientele. 


Compensation will include significant profit-sharing 
participation. 


Please reply to: 
Box Number 4097 
The Economist Newspaper Ltd 
25 St James’s Street 
London SWIA 1HG 
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pi versitat Applications are invited for the following three UEA 
full-time, permanent posts in the School of NORWICH 
ent Studies, with effect from 1 January 
2000. All three are research-led posts for which 
applicants will be expected to have a PhD and a strong record of 
research. Experience of working in a multi-disciplinary context is 
desirable, as is experience in developing countries. 


eae fC School of Development Studies - Permanent Posts 




































































The’ Faculty of Economics and Management of Witten/Herdecke 
University, Northrhine-Westfalia, Germany, is setting up a 


Chair of Capital Market Theory 
and Corporate Governance 


Witten/Herdecke University has been ranked among the top three 
German business schools for the past three years. Within it the Faculty of 
Economics and Management is an interdisciplinary and practice- 
orientated body of teachers and researchers; it pursues an interactive and 
‘discursive approach to education, The above chair will provide 
instruction and do research in an important area within the curriculum 
and should cover the main aspects of modern Capital Market Theory. 
The chair will be closely associated with the well-reputed Institute for 
Mergers & Acquisitions (IMA) at Witten/Herdecke University and with 
two chairs for Management and Business Law founded this year. 
Candidates should preterably have experience in the subject of Mergers 
& Acquisitions and be able to demonstrate research interest in this field. 
The language of instruction is English and German. We expect interest 
in executive education and consulting. 










Current research groups and programmes in the School focus on 
Gender and Development, Natural Resource Development and 
Environmental Change. Livelihoods and Well-being, Globalisation 
and Transition, Social Policy and Development. The appointments 
include membership of Overseas Development Group which requires 
appointee fo spend up to one third of their time on externally funded 
research, training and consultancy. 


LECTURESHIP/SENIOR LECTURESHIP 
IN GENDER AND DEVELOPMENT 
(Ref: AC258) 


The appointee will share responsibility for directing the Masters of Arts 
in Gender Analysis in Development. Applications are especially 
sought from candidates with a background in economics, politics 
economy, geography, international politics or related disciplines. 
Applicants with other interests are nevertheless welcome. 


LECTURESHIP/SENIOR LECTURESHIP 
IN POLITICS AND DEVELOPMENT 
(Ref: AC259) 


We would especially welcome applicants with interests in 
industrialisation/urban development, gender analysis of development. 
Applicants with other interests are nevertheless encouraged to apply. 


LECTURESHIP IN SOCIOLOGY 
DEVELOPMENT 
(Ref: AC260) 


We would especially welcome applicants with interests in 
industrialisation/urban development, education, health, or gender 
analysis of development. Applicants with other interests are 
nevertheless encouraged to apply. 


Salaries for the three posts will be commensurate with experience and 
will fall within the following ranges: Lecturer A scale, £17,238 to 
£22,579 per annum, Lecturer B scale, £23,521 to £30,065 per 
annum and Senior Lecturer scale, £31,563 to £35,470 per annum. 


Further particulars and an application form are available 
from the Personnel Office, University of East Anglia, 
Norwich NR4 7TJ (answerphone 01603 593493), E-mail: 
Personnel@uea.ac.uk), to be returned by 12 October 
1999. Please quote reference number appropriate to 
post. It is envisaged that interviews will be held on 

15 November 1999, 


UEA is committed to excellence in education and research. 


BUSINESS OPPORTUNITIES 
































Your application, including details of teaching experience and research 
activities, should be addressed to 


Faculty of Economics and Management 
Witten/Herdecke University 
Prof. Dr. Birger P. Priddat (Dean) 
Alfred-Herrhaussen-Strasse 50 
58458 Witten, Germany 


You will find more information regarding Witten/Herdecke University 
at http: //www.uni-wh.de and regarding the Institute for Mergers & 
Acquisitions at hrep://www.uni-wh.de/ima. 

For further details or questions, please contact us at ++49 (0} 2302 / 
926-742 or via E-mail: birgerp@uni-wh.de. 
Deadline for applications: October 31, 1999. 


Fachhochschule Hochschule 

Pforzheim für Gestaltung 
Technik und 
Wirtschaft 


Pforzheim University 
of Applied Sciences 









‘Die Hochschule Pforzheim bietet anwendungsbezogene wissenschaftliche 
Lehre und Forschung. interdisziplinaritat, internationalitat, Technologie- 
und Know-how-Transfer sind wesentliche Elemente unseres Erfolgs. 
Das Hochschulstudium wird bei uns nicht nur als Fachausbildung begriffen, 
sondern dient auch der Persdnlichkeitsbildung. Wir freuen uns auf thre 
Mitwirkung ab dem SS 2000 im Hochschulbereich Wirtschaft, 
Studiengang International Business (FB 08) 


Kennziffer EC908011 - als 
Professorin / Professor (C 2) fur 


“International 
Management”. 
Sie sollen in der Lage sein, das Lehrgebiet in sehr guter englischer Sprache 


zu vertreten und Uber einschlägige internationale Berufserfahrung 
verfügen, 








Berufungsvoraussetzungen sind u.a. abgeschlossenes Hochschulstudium, 
wissenschaftliche Qualifikation, die i.d.R. durch Promotion nachgewiesen 
wird, und mindestens fünf Jahre Berufserfahrung - davon mindestens drei 
Jahre außerhalb des Hochschulbereichs. Weitere Einzelheiten (vgl. § 46 Fach- 
hochschulgesetz Baden-Württemberg) sind einem Merkblatt zu ent- 
nehmen, das wir Ihnen gerne zusenden. Wir freuen uns, wenn sich auch 
Frauen angesprochen fühlen. Bei gleicher Qualifikation haben behinderte 
Bewerber/-innen Vorrang. 


The world-renowned Consultants Institute is now f 
opening extensions throughout the world and in all È 
50 United States. Bapu 
| Exclusive Directorships are being offered to qualified entrepreneurial | 
sales/marketing professionals on a commission basis. 
Our success oriented distance-learning course is incomparable, 
R: , Write to: 
Ihre Bewerbung senden Sie bitte innerhalb von drei Wochen an den Rektor i 
der Fachhochschule Pforzheim - Hochschule far Gestaltung, Technik und 
Wirtschaft - Tiefenbronner Str, 65; 75175 Pforzheim. 








| U.S.A., or FAX (410 
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2 Stone & McCarthy Research Associates 
| Economist/Strategist 


“Stone & McCarthy, a company producing real-time 
“analysis of the financial markets via the Internet and 
“the BLOOMBERG, is seeking a European Economist/ 
Strategist and a Junior Economist. 


Ideal candidates for the role of European 
Economist/Strategist will have: 

A post-graduate qualification in economics or finance; 

© afew year’s relevant experience; a good knowledge 
of the financial markets and macroeconomics; a 
second European language (preferably German); 
_and strong computer skills. 

‘Candidates for the position of Junior Economist will 
have: 

A post-graduate qualification in economics or finance; 
some knowledge of the financial markets and 
macroeconomics; and good computer skills. 


Salaries will be competitive. Please contact: 
Gary Kedney, Stone & McCarthy Research 
Associates, City Gate House, 39-45 Finsbury 
Square, London EC2A INA, United Kingdom. 
Tel: 0207-638-1004 Fax: 0207-638-1005 

Email: gary 









Max Planck Institute for 


Directors: Prof. James W. Vaupel, Ph.D. and 
Prof. dr. philos. Jan M. Hoem (as of 1 Oct. 1999) 





The Max Planck Institute for Demographic Research is seeking a 


Head for the Demographic Data Laboratory 


to start as soon as possible. 


‘Candidates should have a doctorate in Demography, Mathematical 
Statistics, Economics, Sociology, Computer Science, or a related 
field, strong analytical skills; experience with SPSS, Stata, SAS, 
` Gauss or other key statistical programs, a willingness to use this 
knowledge in collaboration with other research teams on demographic 
data projects, and experience in a management role. This person will 
take primary responsibility for the development of the computerized 
data archive and data laboratory, which will track, acquire, use and 
evaluate the world’s demographic data sets and data-based 
information resources. Fluency in at least 2 languages and a working 


knowledge of German is of advantage. 


In addition to managing the laboratory, this person will also be 
expected to take on research in one or more of the following areas of 
the institute: Survival and Longevity; Fertility, Family Demography, 


Statistical Methods, or Household Dynamics. 


The salary for this position will be up to level la BAT-O. Applications 
from women are particularly encouraged. Preference will be given to 
disabled persons, all else being equal. For information about the 
institute, see http:/Awww.demogr.mpg.de. Please send your 
application by 30 November 1999 to: 


Max Planck Institute for Demographic Research 
Attn.: Edeigard Katke 

Doberaner Straße 114 

D-18057 Rostock - Germany 
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Demographic Research 












LONDON SCHOOL OF HYGIENE & 
TROPICAL MEDICINE 


Department of Public Health & Policy 


SENIOR LECTURER/ 
LECTURER IN HEALTH POLICY 


We are seeking to strengthen our health policy 
research and teaching, particularly in relation to low 
and middle-income countries and the accelerating 
processes of globalisation. We wish to understand 
the impact of globalisation on health and its 
determinants, on health policy-making at the 
international, national and local level, and on global 
governance in relation to health. The post-holder will 
be expected to take forward methodological 
developments in policy analysis and to be involved in 
Masters’ level teaching and higher research degree 
supervision. He or she will develop a significant 
research programme at the cutting edge of health 
policy working closely with other members of the 
Health Policy Unit, in which they will be based. 


Appointment will be for five years (senior lecturer) or 
three years (lecturer). 


For further information and details of how to 
apply, contact the Personnel Office, LSHTM, Keppel 
Street, London WC1E 7HT (tel: 0171 927 2203; fax: 
0171 636 4771, e-mail: personnel@ishtm.ac.uk). 
Please quote reference AZ1. Ciosing date for 
applications is 22 October 1999. 


The London School of Hygiene & Tropical Medicine is 
an equal opportunities employer 





BUSINESS & 
PERSONAL 









The Trustees of the Houblon-Norman 
Fund invite applications for Research 
Fellowships tenable at the Bank of 
England during the academic year 
2000/2001. The appointment will be 
jor fulltime research on an economic 
or financial topic of the candidate's 
choice, preferably one that could be 
studied with particular advantage at the 
Bank of England. The length of the 
appointment will be by agreement with 
successful applicants, but will not 
normally be less than one month, nor 
longer than one year. Senior 
Fellowships will be awarded to 
distinguished research workers who 
have established a reputation in their 
field. Fellowships will also be available 
for younger post-doctoral or equivalent 
applicants, and for these, preference 
will be shown to British and other EC 
Nationals. The award will normally be 
related to academic salary scales, 
























Application forms (to be returned no 
later than 30 November 1999) and 
details are available from the Secretary 
of the Fund, 

Miss Margot Wilson, 
Secretary's Department, HO-1, 
Bank of England Threadneedle Street, 
London, EC2R 8AH. 

E-mail: 
margat.wilson@bankotengland.co.uk 












When applying, please indicate in 
which publication you saw the 
advertisement. ‘ 












OIL PROSPECTING OPPORTUNITIES 
IN NIGERIA 


sing an oil 
the N m 


partner, for p 
The International Business Coordinator, 
P.O. Box 8067 New York N.Y. 1116 U.S.A. 
or Email, to samabiSS@aol.com 
or tel/fax 18008341304, 








US. GREEN CARD (NO JOB OFFER) 


Provisions in U.S, Immigration law may make 
you eligible for a U.S. GRE “ARD without 
needing a job offer, If you are an experienced 
businessman or professional, please fax your 
C.V., resume, or list of qualifications for 
review to: 

















Law Offices of 
DOBKIN & SHERMAN, P.C. 


32901 Middlebelt Road, Suite 500 
Farmington Hills, MI 48334 A. 


Tel. 12481 KSS ROUG Fax (2485 E-mail agreencardiaiaol com 


A S SERVICE $Iy, R 
mere & Ce 
OSA Modern, comfortable °? 


Serviced Apartments offering Best Value for Money, 
Unbeatable location in South Kensington. 


2 person apartment from £70 per night 
4 person apartment from £115 per night 


CONGO 
Tourist Board Commended 


ASHBURN GARDEN APARTMENTS 
3 Ashburn Gardens, London SW7 4DG. U.K. 


aX: ++ 
AR E N 
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Department for 
International 
Development 


The Department for International Development has been 
ing forestry projects in Nepal for more than 20 years. The 


nex’ tage of the programme, fee Oy . 
| Project team öf 85 people, your key tasks will include 
nagement, «recruitment of: staff and’ 


af project reports. You will also" 
ing the: DFID and. government 


re 


355) 84 


The Department for International Development (DFID) is the 
British government department responsible for promoting 
development and the reduction of poverty. DFID is committed 
to the internationally agreed target of halving the proportion of 
people living in extreme poverty by 2015. 


Fulfilling Britain’s commitr 


DFID works in partnership with governments, international and 
national non-governmental organisations, the private sector and 


BUSINESS & PERSONAL 





APARTMENTS IN 
LONDON & EUROPE 
EURACOM 


171 436 3201 
X 44 171 436 3203 







LONDON SUITES 
LUXURY SERVICED APARTMENTS NEAR HARRODS 


CHOOSE FROM A SELECTION OF BEAUTIFULLY 
APPOINTED STUDIO AND ONE BEDROOM 
APARTMENTS IN KNIGHTSBRIDGE 
ALL FULLY EQUIPPED WITH MODERN FACILITIES 


12 OVINGTON SQUARE 
KNIGHTSBRIDGE SW3 ILN 
TEL: 0174-581 5466 FAX: 6171-584 2912 
E-Mail: info@lendons 
Web Site: www. 


INCORPORATE IN USA 
BY FAX OR PHONE 


Delaware $199.00 
Wyoming $285.00 
Nevada $380.00 
Utah $270.00 


TEL: 302-421-5750 
E Mail: corp@dca.net 
Web Site: www.incusa.com 









Www.euracom.co.uk 





Corporations and LLCs 
e Free name reservation 


e Personal assets shielded 
e Confidential and cost effective 
+ Full registered agent services 


FAX: 302-421-5753 


Registered Agents, Ltd. 
1220 N. Market Street, Suite 606 Wilmington, Delaware 19801 
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“FORESTRY PROJECT 
CO-ORDINATOR 


NEPAL 
QUALIFICATIONS AND EXPERIENCE 


In addition to a First degree in Natural Resource Management, 
you will ideally hold a relevant postgraduate qualification. An 
experienced and sensitive change manager, you will have 
managed projects in a developing country, preferably in forestry, 
and have proven leadership capabilities. An effective 
communicator, you will demonstrate good personnel 
management, team leadership and negotiation skills. Although 
not essential, first hand knowledge of Nepal and the ability to 
speak Nepalii would be desirable. 


. TERMS OF APPOINTMENT 


“o Although initially for a period of 1 year, there may be an 


opportunity for a longer period of employment within the new 
phase of the project. Salary will be dependent on qualifications 
and experience with relocation and other expenses. 

Closing date: Noon, 22 October 1999. 

Candidates should either be nationals of Member States of the 
European Economic Area (EEA), or Commonwealth citizens who 
have an established right of abode and the right to work in the 
United Kingdom. 


jti ference AH304/3A/MM/TE clearly on your envelope, from: 
mational Development, Abercrombie House, Room AH304, Eaglesham Road, 
8 (answerphone) or e-mail: Group3d2@dfid.gov.uk 


institutions such as the World Bank, UN agencies and the 
European Commission. Most of our assistance is concentrated 
on the poorest countries in Asia and sub-Saharan Africa, 

but we also work in middle income countries, and in Central 
and Eastern Europe. 


DFID adheres to the Civil Service’s Equal Opportunities policy. 








The NEVADA CORPORATION HANDBOOK 
OFFSHORE COMPANIES by Derek G. Rowley «330pp + ISBN# 188668304 8 
TRUST. s FOUNDATIONS 3 Form & maintain Nevada Corps, 


. fearn ail the privacy, asset protection 
& tax advantages. Contains sample 
Articles & By-laws, Instructions, and 
Nevada Corporation Law. 
775-333-5969 « Fax: 775-358-9675 
www.StrategicPress.com 
also at borders.com or amazon.com or bn.com 
Search, nevada corporation handbook 


Over 15 years of specialist company formation 
& management services. 
For a no-obligation confidential consultation, 
together with free explanatory brochure contact: 


WORLDWIDE CORPORATE 
SOLUTIONS LIMITED 


TEL. +44 1624 827153 
FAX. +44 1624 827154 


E Mail solutions@advsys.co.uk 








INGER, Attorney 
rigration Law 


LONDON APARTMENTS 
IN BLOOMSBURY 





Endsleigh Court 


24 Upper Woburn Place 
London 
WCIH OHA 


New Authors 
Publish Your Work 


ALL SUBJECTS CONSIDERED 






Tel: ++ 44 (0) 172 878 0050 

Fax: ++ 44 (0) 171 380 0280 
Website: www. highdom.com/endsleigh 
email: “enquirefcndscourt. freeserve cok” 








write or send your manuscript to: 
MINERVA PRESS 
315-377 REGENT STREET. 
LONDON W1R 7YB, ENGLAND 
wevw.minerva-press.co.uk 







ALL. MAJOR CREDIT CARDS ACCEPTED 
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DFID “== CO-OPERATION OFFICER 
TANZANIA 
















There are between 12 and 25:million cases of Malaria each year QUALIFICATIONS AND EXPERIENCE 
in ‘Tanzania, making it by far the most common cause of death To be considered, you will need extensive current knowledge 
ase. The DFID.is supporting the Tanzanian Governments and experience of the epidemiology, control and prevention of 
| Malaria Control. Programme: (NMCP) which aims to malaria in developing countries. In addition to a relevant 
ickle the disease at national, district and community level and qualification, you should have good project management, 
w wishes to appoint a Technical Co-operation Officer to planning, training and skills transfer capability. Although not 
oversee the first phase of the project. x i essential, familiarity with East Africa and fluency in Swahili would 
Travelling widely throyghont w country, you will playa ker role be a distinct advantage. 
“the triak and exploration of innovative community malaria; 
control initiatives: This “will involve liaising. with NMCP and TERMS Qr APEOINTMENT : ; 
supported. districts, ‘providing; current: information ‘the = The duration of this appointment is 2 years. Salary on offer is 
disease, ensuring ‘harmonisation of effort nd 3 consistency of £37,000 (UK Taxable) plus a number of generous cost of living, 
pproach and contributing to community. based malaria control relocation and other allowances and regular fare-paid home leave. 
aining. eee © Soe i k ; © Candidates should either be nationals of Member States of the 
i, > European Economic Area (EEA), or Commonwealth citizens who 
have an established right of abode and the right to work in the 
United Kingdom. 


Closing date: 23rd October 1999. 












greduce world pove 


the development and review of district planning 
and preparing quarterly, reports 
‘of this unique*and challenging 




















„quoting refer nce AH304/2/AmclI/TE clearly on your envelope, from Miss A 
mationa Development, Abercrombie House, Room AH304/2, Eaglesham Road, East 
(613 5) 843243 (answerphone) or e-mail: f-stevenson@dfid.gov.uk 


7s commit: 








The Department for International Development (DFID) is the institutions such as the World Bank, UN agencies and the 
British government department responsible for promoting European Commission. Most of our assistance is concentrated 


development and the reduction of poverty. DFID is committed on the poorest countries in Asia and sub-Saharan Africa, 
to the internationally agreed target of halving the proportion of 
people living in extreme poverty by 2015. 


Fulfilling Britain 


but we also work in middle income countries, and in Central 


: ae ; : nd Eas . 
DFID works in partnership with governments, international and and Eastern Europe 


national non-governmental organisations, the private sectorand DFID adheres to the Civil Service’s Equal Opportunities policy. 


BUSINESS & PERSONAL 





1 START YOUR OWN ™", 
i IMPORT/EXPORT AGENCY , 
No capital or exp. reg. No risk. Work a 
from home. Part/Full time. Help Desk. 1 
T Established 1946. Clients in 120 countries. 


STOCK LOANS ON ANY 
PUBLIC SECURITY 


Specialists in over the counter 


stock loans for bulletin] € Free Booklet. ' 
board/NASDAQ issues with] 1 WADE WORLD TRADE I 
exercisable options or warrants. j A E EEA S0 Burna Rosa : 
Prompt approval process. ; Tel: +44 (0) 181 650 0180 (24hrs) p 
For more information contact i Fax: +44 (0) 181 663 3212 i 
Taa ; http//www. wadetrade com 
Mr. Mark Alba V.P. iai a n a ot 









at (561) 394-9464. 
Fax: (561) 394-9332. 










to call.US, UK, France, 
Germany, Sweden, Norwa’ 
_ Australia, Canada, from 


WEB 


POWERED BY TECHNOLOGY 










Live in 
America 


For a dedicated web host 
provider lock no further. 









anywhere In the wor 1d. 55,000 ‘Green We provide MySQL/PHP, MS 
lo E. Cards’Offered by SQL Server 7, ODBC, 
all other : y: 2 Gov t. Real Server G2, Secure 
r E info abọut the -mai i 
fficjal U.S. Goyt lottery, Servers, Emal cae 
send name & address to’ Domain Name registration 
GREEN CARD USA and, of course, web space. 


Call: 201.287.8400 Fax: 201.287.8434 [NII | ; PO Box 5859 
W onare e can La REENE San Clemente, CA 92674 http://www.totalwebsolutions.com 


‘AX: 949-487-1587 Tel: 0870 7879 888 
LOTTERY CLOSES NOV 3, 1999. E-mail: info@totalwebsolutions.com 





4802 TEANECK ROAD - SUITE 114 + TEANECK, NEW JERSEY + 07666 - USA 
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| HEAD OF 
EUROPEAN LIAISON 


Based in London 
Salary: £30,000 - £40,000 p.a 


at English Heritage. This role will involve identifying policy developments and 
possible implications on the conservation. and management of England’s historic 
environment, as well as developing proposals for addressing such issues, As an 
excellent communicator and team-player, the postholder will ensure that English 
Heritage has an awareness of potential sources of European funding for its 
programmes and of all relevant European legislation, providing advice and working 
with Regional and Central teams, as required. 











Applicants will have a thorough knowledge of European institutions and be 
familiar with the political, legal and economic framework of environmental 
Conservation in Europe. An understanding of the issues affecting conservation and 
management of the historic environment is vital, as is sound political judgement 
and fluency in both English and French. As this opportunity will invoive liaison 
with colleagues in other European Countries, the postholder will be expected to 
work in London and travel, as necessary, to Brussels and elsewhere in Europe. 













For further details and an application form please send a postcard te 
English Heritage, Personnel, National Monuments Record Centre, 
Kemble Drive, Swindon SN2 IGZ. Telephone 01793 414611. 

Email: philippa.howardd@rchme.co.uk Please quote Ref: RALA9 





Closing date for the receipt of applications is Friday 8 October 1999 
English Heritage is committed te an 
equal opportunities patiey tt 


ENGLISH HERITAGE 








CONFERENCES 





Conference on Industrial 


RENERSE 
| i à à E 
and Investment in Africa 


20-21 October 1999, Dakar, Senegal 


Conference Objective 


The conference will comprehensi 


Participants 


address © African Heads ¢ 





ate and Ministers 








the critical problems pi industrial Leading African Entrepreneurs 
in Africa, through deliberations or: j : 
1 * creating an enabling environment * Major Foreign Corporate Executives 
il condurive for private sector led industrial a Business Associations 
: development i 
* building of capacity of African private * Development Finance Institutions 
enterprises and shite institaions for a . 


H 5 Major Donor Organizations 
better management of the industrial sector: 


| ¢ providing the nec: entry points for 
i foreign investment and industrial . Non-Governmental Organizations 
partnerships in African countries: 
f «identifying resources for technical 
cooperation programmes, 





* Multi-lateral Agencies 





Opportunities * indicators of Better Management 
Potential Investment Projects in Africa and Accountability 

« Information-an Africas Enabling * investment Networking 
Environment and Locational Advantages * Facilities for Display of Corporate 
Partnerships Brochures 
incentives for Private Sector Investment © Technology Transfer 








For further information, please contact 
Mr Kadress Vencatachetlum, Programme Manager for CIPIA, 
Office of Assistant Director-General for African Affairs 
UNIDO, PO, Box 300, A-1400, Vienna, Austria 
Tel (43-1) 26026-30 





Adlinkinternational, London 


Team up! It’s time for Africa 
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A new and challenging opportunity has been created for an individual to take the 
lead in European Policy and Casework issues within the Conservation Policy Team 















U.S. Bank Account 
Opening Service 


CALL ANYTIME Tel: 1.800.423.2993 
{toli free} or +302.996.5819 
Fax: 1.800.423.0423 {USA/Canada only} 
or Fax: +302.996,.5818 

E-mail: inc_info@delbusinc.com 
internet: http://www.delbusine.com 
Delaware Business incarporators, Inc. 


The | 
Economist 


TO ADVERTISE WITHIN THE 
CLASSIFIED SECTION, CONTACT: 
Tricia Dooley Evanna Kearns 
New York London 
Tel: (4-212) 541 5730 Tel: (44-171) 830 7000 
Fax: (1-212) 247 1325 Fax: (44-171) 830 7141 
Email: TriciaDooley@econamist.com Email: EvannaKearns@economist.com 


stered in Europe 
with banking license and ready to 
operate 
IMMEDIATE DELIVERY US $ 
19,990 

















into at: Any 












































OFFSHORE COMPANIES 
TRUSTS/FOUNDATIONS 


Fiscal Migration / 2nd Citizenship 


Since 1977 the ICSL organisation has specialised in the establishment 
and administration of offshore companies, trusts and other structures 
with emphasis on tax mitigation, asset protection and privacy. 










+ Incorporation in ALL 
offshore jurisdictions 

* Post incorporation services 

* Bank accounts opened 

* Invoicing & accounting 

* Banks & insurance 

companies formed 






TYPICAL INCORPORATION FEES 
isle of Man 










Credit Cards Accepted 


hy INTERNATIONAL COMPANY 
í SERVICES LIMITED 


The Offshore Professionals 
www.ICSL.com 


Gary O'Hanlon ACCA, Sovereign House, St Johns, Isle of Man, IM4 3AJ 
Tel: +44 1624 801801 Fax: +44 1624 801800 £-mail:iom@ICSL.com 


































Peyman Zia Jerry Bakerjian BBA Mark Shadwick tim 
Tel: +44 171 493 4244 Tel: +1954 943 1498 Tet: +1 649 946 2828 
Fax: +44 171 491 0605 Fax: +1954 943 1499 Fax: +1 649 946 2825 
Email: uk@ICSL.com Email: usa@ICSL.com Email: tciG@ICSL.com 





BUSINESS OPPORTUNITIES 


PFI/PF Consultancy Network 


BELIZE MAHOGANY 
& TEAK PLANTATION 


Own 1 acre(s) professionally managed 
High return on investment 
Affiliated with the Forestry depts. of 
University of Toronto (Canada) 

& Goettingen (Germany) 

Free brochure call 

(416) 780-9565 _ 
www. panaceagrowth.com 


Experienced professional seeking 
associate partneris) to network a 
practice with focus on analytical 


modelling and strategy planning 
support to Project Finance and 
Private Finance Initiative projects. 
Enquiries & exchange of CVs to 
sfadhicy@mail.com. 
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Europe without tears 
Crossair of Switzerland, Europe's largest regional airline, offers more than 1180 
speedy daily connections to more than 100 destinations in 36 European countries 





or Crossair +44 845 607 3000. www.crossair.com 


BUSINESS & PERSONAL 


STUART STOBIE USA: BILL ANDREWS 

1177 Tel: +1 757 363 9669 

2545 0550 Fax: +1 757 363 9668 
overeigngroup.com 


DELAWARE (USA) 
CORPORATIONS 
Specialists in Bal (i 7 


Boat & Shell Corporations. Coll or waite for our FREE KIT! 


IMMIGRATE TO CANADA 
“We Can Help” 


in Lmmignition Matters 


Suite 810, I 

Toronto, Ontario. 

Fel: (4163922 8083 
“We Can 


“3811 Stvende Rd, #1054 © Wimingon, DE USA 19810 
"302-477 9800 © 800-3208? © FAX 302-477-9811 
Emak comp@delen.com # beternet: hip;/ /dekeg.com 





Your Glaser Traveler's Briefcase 
doubles as your laptop bag. Our 
Flexible Unwreckable™ frame 
protects your laptop. Hand fin- 
ished, full grain cowhide; nat- 
ural, walnut or black leather. 
Legalsize to maximum carry-on 
size. $750 to $1050. 














How it works. We design 


r local travel agent 


through its EuroCross hub at EuroAirport Basle. Contact your k 
H: The Qualiflyer Group 








Innovative and cost-effective solutions to protect your assets and minimise your tax. : 
leading tax specialists, operating in 13 jurisdictions worldwide for over 10 years. For complimentary copies of our guides to international tax planning 
vices, please contact your most convenient Sovereign office. Alternatively call for expert practical advice free of obligation or charge. 


GIBRALTAR: DIANE DENTITH 
i 76173 Tel: +44 {£ 








crossair 








gn Group is a professional global practi 


2 Paul WINDER 
+} 649 946 S056 
1 649 946 5052 


UNITED KINGDO! 









2ND PASSPORTS, DRIVER’S 
LICENCES, DEGREES, BANK 
ACs, CAMOUFLAGE PASSPORTS. 
GMC 
Fax +3120-5241 407 
Email: 10041 3.324 ompuserve.com 
hitp:/Awww, global-money.com 


FOR SALE 


Q altavantage.com 

Steep “N” Deep Sports 
securevaniage and hiremecniine.com 
seek partners/marketers/acdvertisers 
dames McDonald 

#104 11817 123sf. 

Edmonton AB Canada Tal OG7 






The UK & Offshor 
Company Specialis 


SSSOSHSSHOSSSHRHSHSSSSHHEHSSHTEHHEEHHREHEREES 


B Ready made & own choice of name 
Co's available in UK & worldwide. 
g Free advice & colour brochure. 
E Free name check. 
We guarantee the 
lowest fees, 


The Company Store Group 

I ina f one of the longest 
established professional firms 
specialising in worldwi 

company and trust 

formation. We 

believe that we offer 

the quickest service 

and the most 

competitive fees, with 





services, domicilation, 


and make Glaser Travel Goods 
and sell direct to you. Results: 
quality worth searching for, 
and an opportunity to discuss 
how you want your bags to 
work with the artisans who 


no hidden extras, We 

undertake to refund the difference, 
if you can obtain the same services 
elsewhere at a lower cost. 


Glaser Insiders™ dividers: 
customize the way you organize 


bank introductions, 
mail, tel, fax, e-mail and 
associated services, 
All major credit cards accepted, 


E GROUP 


make them. your bag. $50 to $550. 


Please call for our free catalog. Toll free 800.234.1075. 





Travet Goops MAKERS 


32 OTIS ST. SAN FRANCISCO, CA 94103 PHONE 415.552.3188 
FAX 415.431.3999 ECON@GLASERDESIGNS.COM 





120 








26 North John Street, Liverpool L2 9RU, UK 
Tel: +44 (0) 151 258 1258 (24hrs) 
Fax: +44 (0) 151 236 0653 
e-mail: enq@companystoreworldwide.com 


Visit our comprehensive website: 
www.companystoreworldwide.com 
FREEPHONE (UK) 0800 26-26-62 
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BUSINESS & PERSONAL 


COMPANY & 
TRUST SERVICES 


professional, we 


ts, without misleading 


prices, and € in all jurisdictions 


Please contact Martin Neville - 
Tel: +44 (0) 1624 677948 
Fax: +44 (0) 1624 677949 

Email: chester@enterprise.net 


Chesterfielgy 


Group 


Salisbury House, Victoria Street 
Douglas, Isle of Man IMI 2LYY 


OFFSHORE 
COMPANIES 


COST EFFECTIVE 
NOMINEE & MANAGEMENT SERVICES 
AVAILABLE 


BVI £275 
GIBRALTAR £275 
ISLE OF MAN £275 
IRISH £275 
BAHAMAS £275 


OTHER JURISDICTIONS AVAILABLE 


PROFESSIONAL SERVICE PROVIDED BY 
IN HOUSE LAWYERS & ACCOUNTANTS 
CREDIT CARDS ACCEPTED 


FIDUCIARY MANAGEMENT 
SERVICES LIMITED 
13 WIMPOLE STREET 
LONDON W1M 7AB 


TEL: 0171 436 8100 
FAX: 0171 436 8188 


E-Mail: CoForm3@Fiduciary.Co.uk 
http://www. FiduciaryGroup.com 





OFF SHORE 
TAX - FREE 


Companies world - wide 





UNTPED KINGDOM - He 
LAVECO Lid 








CYPRES - 
V 








i Parner 
ort and Import Bank Corp, 





OFFSHORE 
COMPANIES 


FROM THE 
WORLDS No. 1 
PROVIDER 


Since 1975 our world wide staff 
of over 300 j 


innovativ 
inter 

using ali of the major low fax areas, 
Throughout our network of 
international offices we 

arr 


admin services 


u Management & 


COMPANIES AVAILABLE 


FROM us$350 


LUXEMBOURG MADEIRA 
Eveline Kari oe 5 Fiske De Souvela 
ede BSE A A LDA 


FINLAND 

denny Kompulainen 
358 9 8969 2569 

Fax: +358 8 6969 2585 

HUNGARY 

Laszlo Kiss 85c EN n} 

Tal: +36 1351 

Fax: +36 1351 oe 

CYPRUS 

Chris Vassiliades 

Attorney-at-Law 

Tel: +357 2673211 


Raymond Choi 
MBA MUA {D 
K 


E 
USA - AICS Ltd 
Kevin Mirecki 








D WIDE 
OVERSEAS COMPANY 
REGISTRATION AGENTS LTD 


PO Box 55, Ramsey, 
Isle of Man, Great Britain, IM99 4EE 
E-mail: economist@ocra.com 
TEL: +44 1624 815544 
FAX: +44 1624 817080 


LONDON - Richard Cook, BSc 
Tel: +44 171 355 1096 Fax: +44 171 493 4973 


1509002 CERTIFICATED 


Toll Free From USA: 
1 800 283 4444 
Toll Free From UK: 
0800 269900 


www.ocra.com 


OCRA World Wide is a member of the Estate and 
General Group established in 1935 


OFFSHORE COMPANIES 


& TAX PLANNING 
BY LAWYERS 


ue SCF/Hibernian Group is probably Europe’s premier 
LICENSED trust and management practice fully owned 
and operated by qualified lawyers and accountants. 
Unlike many competitors, the Group is fully able to 
meet your entire individual and corporate tax 

planning needs whilst our in-house management 
capabilities allow for added confidentiality and 
extremely competitive fees. if you or your company 
want to protect your hard-earned assets and not let 
them go up in smoke, please contact us today. 


e 100’s of Companies immediately available! 
e Full Management & Nominee Services 
e Secure Bank Introductions 
e Family Settlements & Asset Protection 
Trust & Foundation registration 
¢ Fiscal Migration 


s Full Tax Planning 
Services 


« GUARANTEED 
CONFIDENTIALITY 


s ULTRA 
COMPETITIVE 
FEES 


VISIT OUR AWARD WINNING WEBSITE AT 
www.scfgroup.com 


For a Free 36 page colour brochure please telephone or complete the coupon below. 





LONDON: 90-100 Sydney St Street, 
Chelsea, London, SW3 6NJ, ENGLAND 
Tel: +44 171 352 2274 Fax: +44 171 795 0016 


e-mail: offshore@scfgroup.com 


DUBLIN: 27-29 Lower Pembroke Street, Dublin 2, IRELAND 


Tel: 00 353 1 662 1388 Fax: 00 353 1 662 1554 
THE SCF GROUP 


email: offshor: finti 


OFFSHORE 


Companies from $250 


READY MADE COMPANIES 
LOWEST ANNUAL FEES 
NOMINEE SERVICE 

BANK INTRODUCTIONS 
OFFSHORE CREDIT CARDS 


Funds GE) Express 


Tek: +353-1-6790600 Fax:+353-1-6790475 
Ridge House, 1 Conyngham Road, 
Dublin 8, ireland 
E-mail: FundsE xpre: fubiie 


Cyprus: 
Tel:+357-2752415 Fax:+357-2768722 


Established since 1980 


Immigration & Investment 
in USA, Canada, 
Australia & Spain 
Are you looking for 
permanent residency in the 
independent category or as 
an investor? 
Documentation including 
investment opportunities 
supplied for only $50 USD 


Dr. Abdi € onsuitant international 
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OUTPUT, DEMAND AND JOBS Japan’s industrial output rose by 4.6% in August, to a level | 














not reached since January 1998. American industrial output continued to grow in August, 
though ata slower year-on-year rate of 2.5%. The euro area’s output in July was marginally lower 
than a year ago. Retail sales in Italy fell in volume terms by 0.4% in the 12 months to July. 
































































































COMMODITY PRICE INDEX 
Recent increases in world sup- 
plies of rapeseed will hold down prices in 
coming months. Despite low prices, rape- 


Sep bores 
Economist 

















% change at annual rate The Economist poll Industrial Retail sales © Unemployment seed production has continued to increase 
Gor GDP forecasts nu or. fotume) saaat in the European Union this year, according 
aT ae ar a eeu toa recent report by America’s Department 
ha} 36 Ma 59nn 43 ag as” | Of Agriculture. Rapeseed acreage in the EU 
= is scares ER eicnnaeee aren we | . 
ooma ERR O EIS Mw 127 Aut 136 | for the 1999-2000 crop year rose for the third 
+25 -07u + 3.6 Aug 5.9 u 62 ear in a row. A rapeseed harvest equal to 
+ 3.7 Q2 35 +29 +25 +35 kim +34 wn  78aw 83 | lastyear’srecordisexpected again this year. 
tS a NS +22 0 na = 09 wn + 33 un 55m 66 | Industrial rapeseed accounts for much of 
At +23 4 2B +26 4 02 u +42 113 Aug 119 | the recent increase in eu production. In the 
+ +10 Q2 +15 + 26 +27 ~ 2.4 ut = 1.4 jul 10.5 Aug 109 | : E 
Ite +17 +08 Q +13 +23 +04 -32 mM  - 04 su 12.0 Ap 122 199 j ag crop a gmat rape 
Japan + 09 +08% +08 +06 +98 +55 Ag = 23 | Seea exports to China: A ong wita exports 
Netherlands + 32 +3202 +28 +28 +47 4 1.0 jun to Mexico, Bangladesh and Japan, such 
Spain +46 +36% + : | sales have stopped rapeseed prices falling 
Sweder aa 282 ts. 1 Aug’ | even further. 
Switzerland +57 + r ~ 2.0 Q2* + 1.4 iu 24 Aug" h 
United States + 18 +3992 + 39 +4) +25 ag +86 A2 kog A5 | ee Sep2ist Sep 28th* ciate 
Euro-11 +13 +1502 +21 2A 2 OF oh + 3A Apt 102 a 1039 month year 
*Not seasonally adjusted. t Average of average of previous 3 months, at anual rate tNew series SMay-jul; clanant count | Dolar indas p NA E N 
rate 4.2% in August. **Juo-Aug 
84.6 848 + 12 -23 
PRICES AND WAGES In September 12-month consumer-price inflation edged upin Italy and | oin e AEA E 
Belgium but was unchanged in Germany (on preliminary data). Producer prices in Canada," At ee a = ae 
Denmark, Italy and Sweden rose more quickly in the three months to August than in the three | gis E a Fa 


months to July. Italian wages rose by 0.2% in real terms in the 12 months to August. 
y y 


% change at annual rate The Economist poll 

































































Sterling index 




































- Consumer prices* Producer prices* Wages/earnings | 
3 mths? 1year 3 mths? 1year _ 3mthst Aem 
Australia a1? 411 @ +14 +25 +10 - 07 @ + 38 l 
Austria -01 +06 Ag +07 +13 -19 -08 Aw na | 
Belgium +03 +12 Sep +12 +14 +66 -06 i +72 i 
i +14 +13 Aug +40 | 
+52 +20 Aug +41 | 
+51 +12ag +59 +47Q | SDR index 
O -03 -2imn +24 +20 a1 | Allitems 
+26 +01 Auw na | 
mif Aug +42 } 
EET na pA 819 80.7 -05 +71 
“SOA AI Me | Nia? 
+07 i +10 i 
‘nif Aug +54 t 0.9 jun* Gold 
12 +06 -1.0 Aug na +07 i998 | $peroz 259.80 302.13 +182 + 26 
United States +22 +23aw +22 +26 +21 23 Aug +40 TE Sea Brent 
Euro-11 +13 +12 Aug +11 4+ 16 +33 ~- 04 Jo +16 + 20 give $ per barrel 22.95 2387 +118 +687 





Not seasonally adjusted t average of latest. 3 months compared with average of previous 3 months, at annual rate. * "New series 











Foreign direct investment 
-Inflows as % of GDP, 1998 


i INVESTMENT FLOWS In 1998 the United 
States received $193 billion-worth of foreign 
direct investment (Fp1), more than any oth- 
er country, according to the United Nations 
Conference on Trade and Development. 
Britain, with $63 billion, was the second- 
biggest recipient, overtaking China, where 
foreigners invested $45 billion. In propor- 
tion to its economy, Finland topped the 
OECD league. Its $11 billion-worth of Fbi was 
equivalent to 8.9% of Gpr. Three other Euro- 
pean countries—Sweden ($19 billion), the 
Netherlands ($32 billion) and fast-growing 
Ireland ($6.8 billion)—also attracted direct 
investment worth more than 8% of GDP. 
America’s huge inflow amounted to only 
2.3% of national income. A mere $3.2 billion 
(0.1% of Gop) flowed into Japan last year— 
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FINANCIAL INDIC. TORS : 








MONEY AND INTEREST RATES ‘Bond markets tooka enoek as rising gold prices scparbedi in- 
flation fears. Broad-money growth in the euro area in the 12 months to July was revised up from 
5.6% to 5.8%. Britain’s was revised down from 4.5% to 4.3% in the 12 months to August. 






































_Money : supply* PO oe interest rates % p.a. (Sep 29th 1999) 
Sse on year age yer. Smith money market banks 2 2year _ 10-year Govt corporat 
eee td narrow broad night latest o prime gov't bonds ‘latest? yearago bonds 
167 +92 Jul 4.75 5.07 493 8.75 
OOS +43 Aug 509 5.44 “6.2 
O +31 +36 Au 4S0 469 
na 2.95 3.37 




























4129 +35 003 038 138 “1600.79 66 
324 42439 566 468 584 
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STOCKMARKETS Wall Street suffered further selling, as investors fretted that the Fed might 
raise interest rates next week. The Dow fell by 3.0% in the week to September 29th. European 
markets were mostly down too. But London rose by 1.8% as takeover fever boosted bank shares. 





Market indices __%changeon o ooo 
soi See one one record Dec 31st 1998 
Sep 29th high low week year high inlocal in$ 
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E EXPORTS Politicians in Washington have 
been quick to blame America’s record trade 
deficit on wicked foreigners conspiring to 
keep out American exports. Yet American 
export volumes rose by 67% between 1990 
and June this year, according to J.P. Morgan, 
an investment bank. This rapid growth far 
outstrips the rise in British exports of 41%, 
and in German exports of 38%, over the 
same period. And it dwarfs the measly 19% 
rise in exports from Japan, which America 
so often accuses of “unfair” trade practices. 
But America’s export performance has 
been less spectacular over the past year- 
and-a-half. American exports rose by 3.0% 
in 1998, but they have fallen by 1.3% since 
the start of the year. Japanese exports have 
also fared poorly recently: they declined by 
6.4% in 1998 and are up by only 1.6% since 
the start of the year. Britain’s performance is 
also poor: exports fell by 2.8% last year and 
have since risen by only 0.3%. But German 
exports have picked up this year. After ris- 
ing by 1.4% last year, they have leapt by 5.1% 
so far in 1999. 
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TRADE, EXCHANGE RATES AND BUDGETS ‘Hints that the Bank of Japan might st start rtprinting money, as well as talkofj joint intervention to | 
hold down the yen, sent the Japanese currency lower. Its trade-weighted value fell by 3.0% in the week to September 29th. Australia’s visible- 


trade deficit swelled to $0.8 billion in August, lifting the 12-month total to $8.6 billion. 


Trade balance*, Sbn Current account Exchange rate 





“latest latest 12 Sbn The Economist poll trade-weighted? 
month months latest 12 mths % of GDP, forecast Sep29%th year ago 
1999 2000 
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| “3 EEN ; 
| E INFLATION Consumer prices in Russia, 
| whichis still suffering from the after-effects 
| of its default and devaluation last year, are 


| expected to rise by 88% in. 1999, according to 
the mmr’s latest World Economic Outlook. 
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2 % change on year earlier Latest 12 months, $bn 
But the Fund predicts that Russian infla- GDP Industrial Consumer “Trade Current 
| tion, which has already slowed to 3% a production prices balance account 
month, will fall to 23% next year. Turkey is | China. tlia OS ea Ae A +284 wa 
expected to have 60% inflation this year, | HongKeng + 07 02 _= 88.02 < Ba BOLO 
but price inflation will slow to only 38% in India : + 5.5 a2 + 5.4 iui + 32w 76m, ~ 4001 
5 ets r Indonesia + 1.8 %2 +01 Q + 50 Aug +20.5 w + 4401 
2000. This year deflation 5 forecast for Chi- Malaysia + 41 Q2 476W + 23 Aug 418.8 iul + 94 1998 
na, Hong Kong, Japan and Argentina. Hong Philippines + 3.6 02 ~ 46 wi + 5.5 Aug + 2,0 jul + 2701 
Kong’s consumer prices are expected to fall | singapore + 67 %2 sáum + G9ag On 4188 01 
by 31%, faster than thoseofanyothercoun- | SouthKorea + 98o +299 mo + 03m +293 A +298 Avg 
tryin thechart. In2000,consumer pricesare | Taiwan + 6.5 @ +90 Ag + Iiag +99 Ag +57 
forecast to rise again in China, Hong Kong | Thailand +35 tf + 88 un - 1.1 Aug +10.6 jut +13.3 suit? 
| and Argentina, but are expected to remain | Argentina -490 = 74a = V9 a = 25 71550 
| flatin Japan. Brazil -08 -53m = 42 
Chile - 3.6 02 - 1.4 Aug 
Colombia - 7.6 a 15.3 a 
Mexico + 3.2 92 +44 
Venezuela - 96 a2 na z 
Egypt. + 57 19985 + 801998 
Greece + 3.5 1998 + 40 un 
Israel + 0.7 a2 nif sui 
| South Africa nil Q2 ~ 2.2 ju 
Turkey ~ 20 Q2 - 28 w + 3.9 May 
Czech Republic + 0.3 Q2 - 6A + lag _ -~ 2.0 Aug ~ 06 a2 
Hungary + 3.391 + 7.2 jul EE: 10.9 aug a 24 jul i ~ 
Poland +30 @ + 1S su + 7.2 hug 13.3 tun g 
Russia Foogt 4128m +1263 +28.4 wt 8.2 jun 112 








*Excluding gold, except Singapore; IMF definition. Visible and invisible wade balance. §Yeat ending June. * ‘Estimate Tt New series. 





FINANCIAL MARKETS Asian stockmarkets followed Wall Street lower. Seoul fell by 7.7% in 
the week to September 29th and Kuala Lumpur was down by 5.2%. Athens also fell heavily, by 
7.6%, and was 12.0% down on its record high of only 12 days earlier. But Moscow and Johannes- 
burg bucked the trend: both were buoyed by the recent surge in gold prices. 



















































































Currency units interest rates Stockmarkets 
per $ perf short-term Sep2Sth 
Sep 29th yearago Sep 29th % p.a. one 
week 

China 8.28 828 16 3.30 1,683.9 ~ 2.0 
Heng Kong 7.77 775 128 58 "42,834.9 aod 
india 43.6 424 717 946. ATA 2A 
indonesia €360 10,700 13,740 134 5265 -35 
Malaysia 3.80 3.81 6.25 317 6835 = 5.2 
Philippines 41.0 43.8 673 8.00 20814 1.2 
Singapore 171 1.68 2.80 “z228 2076 2A 
South Korea 1,218 1,391 201 72 8689 -77 
Taiwan 31.8 34.5 52.2 520 7655-45 + 
Thailand 413 39:5 679 3.73 391.1 LAT, dh 
Argentina 1.00 1.00 1.64 7.93 530.5 TAI + 234 23. 
Brazil 1.92 119 3.16 19.04 114340 -08 + 685 + 60 
Chile 531 467 873 5,00" 4,629.7 <23 + 28 + 148 
Colombia 2,021 1,563 3,322 17.80 929.4 +28  - 162 ~ 358 
Mexico 9:36 1049 15.4 19.64 5,0798 +18 + 283 + 356 
Venezuela 627 573 1,030 998 58347 +94 + 218 + 97 
Egypt 3.41 341 561 8.88 9,592.9 +03. + 49 + 48 
Greece 310 288 510 10.04 5,596.8 ~76 +1044 + 846 
Israel 4.27 3.85 7.02 9.74 399.0 ~ 42 + 331 +296 
South Africa 6.01 5.88 9.9 11.04 6869.0 +41 + 265 + 239 
Turkey 461,840 277,615. 759,080 70.00 ~ 6,096.7 O44 1347 + 603 
Czech Republic 33.4 30.2 55.0 6.50 501.0 -10 + 271 + 141 
Hungary 242 219 398 14.70 6,805.5 -13 + 79 -~ 42 
Poland 4.12 3.58 6.77 15.97 14,426.4 T39 + 127 = 39 
Russia 25.1 16.03 412 55.00 a521 +63 + 683 + 445 





*New series, inflation-adjusted. Tn dollar terms, 

Sources: National statistics offices, central banks and stock exchanges, Primark Datastream, EIU; Reuters; Warburg Dillan Read, J.F Morgan, Hong Kong 
Monetary Authority; Centre for Monitoring Indian Economy; FIEL; EFG-Hermes; Bank Leumi Le-lsrae!; Standard Bank Group; Akbank; Bank Ekspres; 
Deutsche Bank; Russian Economic Trends. 
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y ~ . . > . 
Sometimes the answer to an obvious problem isn't found in 


obvious place. The editors of the Economist Intelligence Units Healthc 
international reports will testify to that. 

Each quarter they uncover new trends and technologies in | 
most unlikely places. The US Army is a fine example. 

With 8 million people to care for, costs are as critical here as tl 
are in civilian medicine. However, the army, unrestrained by pati: 
litigation, has been able to forge ahead with the development 
technology that spreads expertise and saves time. 

The introduction of video conferencing allows consultants bas 
in one country to examine patients in another. 


. . ” . . . 
Sophisticated “telepresence” equipment enables specialists 








































































































































































































































































































































































































































































































































































































re is a constant battle. 
n arn ly to hel QP? 


rform not only tests by remote control but delicate surgery as well. 
























































































































































































































































And home diagnostic systems using telephone or cable television 
tes permit at-risk patients to monitor themselves, avoiding the 
stly and time-wasting routine of hospital check-ups. 

Clearly the potential for such technology in civilian medicine is 
ormous, but if it had not been for Healthcare international civilian 
sdicine might still not have known about it. 

It is one of many reports published by the Economist Intelligence 
ut. For further details of them all, simply visit our website at 
p://www.eiu.com or call Amy Ha in Hong Kong on (852) 2802 7288 
Lela Abdullah in Singapore on (65) 536 2240. = "TheFeonomist 

They are just what the doctor ordered. B&lligence Unit 
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LETTERS 


The 20th century 





Sirn—The focus in your survey of 
the 2oth century (September nth) 
on the ideas of liberty and equali- 
ty was refreshing and entirely apt. 
However, the dichotomy between 
negative and positive liberty is 
not as simple as you portray it. It 
is doubtless easy to choose be- 
tween “freedom from coercion” 
and a conception of freedom 
which forces people to do and be 
certain things in order to achieve 
“true freedom”. The latter is the 
perfect cloak for a totalitarian re- 
gime wishing to exert control over 
its people. 

However, those who espouse a 
“positive” conception of liberty in 
a modern liberal-democratic soci- 
ety are seeking not a single pre- 
ordained way of life for people, 
but a set of conditions that would 
enable true freedom of choice: 
good education, basic material 
needs, equality of status and so 
forth. Proponents of negative lib- 
erty like to portray themselves as 
the ones who do not pretend to 
know what is best. 

Unfortunately, while such 
humble epistemic abstinence can 
be admirable, somewhere we 
have to make definite moral judg- 
ments. Racial discrimination is 
wrong, arbitrary arrest is wrong; 
but is a certain level of material 
deprivation, or illiteracy, or social 
discrimination wrong? This is the 
heart of the political debate in lib- 
eral democracies: which are the 
moral ills that a society should 
make their citizens “free from”? 
The dichotomy between positive 
and negative liberty is in many 
ways a false one—it is simply a 
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moral debate over a list of things 
that we should be free from. For 
decades libertarians and socialists 
have bickered over that list. 

Oxford GRANT CHUM 


Sir—As you say, democracy and 
the market, although imperfect, 
have succeeded where other sys- 
tems have failed. However, you 
do not discuss why this should 
be. What is clear is that the most 
successful systems are aligned to 
mankind's predispositions rather 
than working against them. 

Capitalism. succeeds by align- 
ing itself with the predisposition 
to greed (or personal prosperity, 
to give it a kinder name), and 
communism fails by believing in- 
correctly that man has innate al- 
truism. Likewise, democracy 
works by aligning many people’s 
desire for power with a system 
which on balance is helpful to the 
general population, unlike vari- 
ous forms of totalitarianism. And 
hand in hand with democracy 
are the opportunities created by 
the corporate system, where oth- 
ers not suited to winning power 
electorally have a chance to do so 
through management. It may be 
surprising to see management as 
a social grace, but fulfilling the 
burning need to exercise power in 
a relatively harmless manner pro- 
vides a useful social service. 
Newcastle, 


Australia Eric ROCHE 


Sir—You are right to point out 
that “the idea of the perfectibility 
of human nature, of an attainable 
Utopia, is the most dangerous 
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idea of all.” But, although history 
has taught humankind many les- 
sons, many still believe that the 
idea of communism is essentially 
a good one, somehow gone wrong 
because of unscrupulous or un- 
qualified leaders. It is not. As 
thinkers. like Milton Friedman, 
Friedrich Hayek or Karl Popper, 
and indeed the amazing death 
toll of communism itself have 
shown, coercion and violence are 
deeply embedded in that ideolo- 
gy. Communism has proved to be 
tantamount to fascism. Both 
should become history. 

Prague MARTIN EYBERGER 


Str—It was Leibniz, and not Vol- 
taire, who invented the doctrine 
that this is the best of all possible 
worlds (to which F.H. Bradley 
added the sardonic comment, 
“and everything in it is a neces- 
sary evil”). 
Coquitlam, 
Canada 


AMIR PANJWANI 


Sir—At the end of your some- 
what rambling leader on the zoth 
century, to your list of “the con- 
ceited blueprints of politicians, 
the hubris of monopolistic busi- 
nessmen, or the arrogance of sci- 
entists”, you should have added: 
“the pompous musings of jour- 
nalists.” After two centuries of 
capitalism, to suggest that the 
marketplace is the sole answer, 
and no “experimental” interven- 
tion from any other institution 
can possibly be relevant, or add 
to life, liberty and the pursuit of 
happiness, is pompous, if not ac- 
tually stupid. Surely it is more 
complicated, and you can do bet- 
ter than that. 

Springfield, 


New Jersey RON SCHAEFFER 


Sır—One value which you barely 
mention is freedom of movement 
of people. This right enhances in- 
dividual liberty and is therefore 
good in itself. The global econo- 
my is growing; studies consistent- 
ly show that employment mobil- 
ity is a significant contributor to 
economic growth, and that immi- 
grants generally have a positive 
impact on economies. If political 
refugees were welcomed rather 
than grudgingly accommodated, 
authoritarian regimes would find 
it much harder to oppress their 


people. And if rich governmen 
made a commitment, howew 
distant, to opening their border 
they would quickly become mo 
focused on addressing the grov 
ing imbalances between rich ar 
poor nations. 

Reversing the 2o0th-centu 
trend toward. closed borders w 
require vision. Rich countri 
should open their doors to eac 
other’s citizens, in the same wé 
that members of the Europes 
Union have done. The Wor. 
Trade Organisation should wo! 
towards the free movement ı 
goods, capital and workers. Tt 
long-term goal of complete fre: 
dom of movement should be 
basic tenet of any liberal agend: 
Hong Kong Kerry BRADLI 


Sir—An ideal government, yc 
say, would not hand out subs 
dies to the middle class. You a: 
right of course, but predictab! 
missing from your list of middl 
class tax beneficiaries are car driv 
ers. Like many others, you have 
blind spot when it comes to tł 
car. “Free choice and the popul: 
vote will keep the car rolling or 
you swoon. There is nothing fre: 
ly chosen about the way our taxi 
are used to construct and mait 
tain miles of roads and the rest « 
the car’s hideous infrastructure. 
is Our taxes that pay for the hosp 
tals that patch up millions of th 
car’s living victims, and for th 
military required to ensure cot 
tinued supply of its fuel. 

I never voted for this insar 
technology, which even in Amer 
ca, the most car-ridden society ¢ 
all, is accessible only to 59% of tk 
population. Despite what yo 
say, we are not all motorists, an 
for many who are, it is becaus 
subsidised car driving has mad 
any other way of getting aroun 
expensive or dangerous. Fre 
choice never came into it. 
Wellington, 

New Zealand Ronnie HORES 


Sır—On transport, you note tha 
“Since 1970, very little has bee 
done about congestion, beyon 
building more roads.” Surely th 
answer to congestion and pollu 
tion, at least in America, is to giv 
motorists an attractive alternativ 
to driving, through improve: 
public-transport networks, Publi 
transport in Britain (don’t laugk 
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Face it: out there in some 
garage, an entrepreneur is 
forging a bullet with your 
company’s name on it. 
You only have one option: 


you have to shoot first. 


Gary Hamel 
Author, “Bringing Silicon Valley Inside” 
Harvard Business Review Sept-Oct 1999 
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is quite sophisticated compared 
with its. regional counterparts: in 
America. 

In Boston, where traffie con- 
gestion is reaching critical mass, 
public transport does not serve 
“some communities; it is filthy and 
‘in some places unsafe; and it is so 
unreliable that many commuters 

cannot subject themselves to. its 

capricious delays if they want to 

keep their jobs. The problems of 
“urban driving ‘are painfully evi- 
dent to everybody who uses a car 

in a city, but choices are needed 
“to change people’s behaviour. 
“Somerville, 


Massachusetts Marr SIMON 


Sin—The cheerful illustration ac- 
companying your survey had Do- 
rothy, the scarecrow and the tin 
man marching down the yellow 
brick road to meet the Wizard of 
Oz. But where was the cowardly 
lion? Perhaps he is extinct, having 
failed to survive the ravages of the 
2oth century. 


Toronto Tom Copy 


Sir—You repeat the conventional 
wisdom regarding women’s rights 
by claiming that segregation oc- 
curs in education; you note that 
more boys study science or voca- 
tional courses and more girls 
study the arts. My experience sug- 
gests that segregation is the result 
of conscious selection by the stu- 
dents themselves. This difference 
must be attributable to either na- 
ture or nurture. 

I do not believe that the scien- 
tific literature has established 
whether childhood conditioning 
is the primary causative influ- 
ence; that playing with dolls leads 
to an interest in the arts but cow- 
boys and Indians somehow fos- 
ters scientists, But let us suppose 
that educational studies should 
demonstrate that children are un- 
biased blank slates and that the 
roles and training by parents and 
educators account for virtually all 
gender differences. This would 
imply that we could change chil- 
dren’s environments and elimi- 
nate the behavioural differences 
between the sexes. 

Would this be a good idea? Do 
we want similar roles for every- 
one, or to perpetuate the differing 
but complementary roles be- 
tween the sexes that has charac- 
terised society for millennia. | fear 
the real losers might well be the 
next generation. | doubt that men 
will gladly pick up the apron 
strings and assume an equal por- 
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tion of parenting responsibilities. 





Recent: history. suggests that a 
wife in the workplace rarely 


means a husband at home. Two 
income families are becoming the 
norm, and parental responsibil- 
ities are increasingly shuffled over 
to schools or day-care centres. In- 
creasingly, government is moving 
into areas that used to be the re- 
sponsibility of parents. Schools 
are offering breakfast and lunch, 
and are teaching moral. values. 
The nanny state takes another 
step forward. 
Springfield, 

Virginia Jim DALGETY 


Sir~If there is a lacuna in your 
survey, it is your neglect of the 
television set. It now consumes 
the entire saving in working hours 
by the western democracies since 
1900. More important, it is proba- 
bly the greatest threat to interna- 
tional tyrants that the world has 
ever seen. Our humblest servant 


of liberty, you might say. 
Langford, ANDREW 
Gloucestershire OSWALD 


Sır—Looking at the photographs 
of Hitler and Stalin it is obvious 
that (a)-men, and (b) men with 
moustaches, are the greatest 
threat to world peace and pros- 
perity. I suggest, therefore, that 
barefaced women should take 
over the world. 

The Economist will no doubt 
disapprove, as it keeps imprison- 
ing us in brackets with the pa- 
tronising (or her). A simple him or 
her; he or she, or even better s/he, 
would suffice. The latter version 
would give us the added benefit 
of coming first, for once. 

Venray, 
The Netherlands 


Jo Geprycu 
eee | 


Australian rules 


Sirn—Now that it seems that Aus- 
tralia is drawing up a foreign poli- 
cy from scratch (‘Friends no 
more”, September 25th) it might 
do well to consider language rath- 
er than geography. It is folly to 
imagine that any political rela- 
tionship with Indonesia could 
ever develop beyond expediency, 
and the reaction of ASEAN to East 
Timor proves that Australia will 
never be accepted as an Asian 
country. 

Australian diplomacy should 
instead be targeted towards 
America, Canada and Britain. 
One method of engagement 









be the introduction of re- 
| agreements lowing the 
movement of peoples be- 
tween — these English-speaking 
multicultural nations. This is a 
concept that most Asian gov- 
ernments cannot even imagine. 

Australia should be. deter- 
mined, as part of its foreign poli- 
cy; to be everything that the 
ASEAN nations are not; liberal, tol- 
erant, open and outspoken. Many 
Asian governments might not like 
this but millions of ordinary 
Asians surely will. 
Prince George, 
Canada 


LYALL BOSWELL 


Sir—Your coverage of the East Ti- 
mor crisis is unbalanced (“Friend 
or foe in East Timor”, September 
25th} While Indonesia’s govern- 
ment must bear the vast bulk of 
the condemnation for the tragedy 
of East Timor, you neglect to con- 
sider the contributing cast. The 
most recent events are in no small 
way a consequence of Australia’s 
internal political requirements. 

Australia’s prime minister, 
John Howard, pressed Indone- 
sia’s president, B.J. Habibie, to im- 
plement the independence poll. 
Mr Howard subsequently sup- 
ported and facilitated Mr Habi- 
bie’s chosen poll despite extensive 
Australian and East Timorese in- 
telligence that events would tran- 
spire as they have. Mr Howard 
(and Kofi Annan) knew of the 
enormous risk associated with 
the poll but went ahead with it 
regardless. 

Mr Howard is increasingly be- 
ing called to account for his ac- 
tions by the Australian press. He 
may well yet be brought down as 
prime minister by Australia’s big- 
gest ever foreign-policy disaster. 
McLaren Vale, 
Australia MICHAEL REID 
a} 


Quake politics 


SirR—While I hope that China will 
reduce tensions in the Taiwan 
Strait after the earthquake (“Tai- 
wan’s disaster from below”, Sep- 
tember 25th) the political fault- 
lines remain. China's state- 
controlled newspapers may now 
be calling Taiwanese their “flesh 
and blood” relatives, but days 
previous they were threatening 
“catastrophe” for the island if its 
democratically elected president, 
Lee Teng-hui, didn’t back off his 
“state-to-state” formulation. 

The vast majority of Taiwanese 
support Mr Lee’s statement and 





resent the fact that Taiwan’s re 
quest for uN'assistance had to b 
approved. by China. It is a dis 
grace that the international com 
munity continues to accept Chi 
na’s claim over Taiwan. Whe 
will the world realise that Taiwai 
and China are two separate, inde 
pendent countries? It is quite sac 
that politics are being played ou 
over the heads of the victims o 
this devastating earthquake. 
WEN-YEN CHET 
Formosai 
Association 
Eo: pe for Public Affair 





Profoundly British 


Sin—I am surprised that you reac 
such political profundity into ou 
plan for a “British House” retai 
and leisure complex in Estonii 
(“Second thoughts”, Septembe 
25th). As a Scottish nationalist, 
have never had any difficulty rec 
ognising the simple geographica 
fact that Scotland is part of Brit 
ain, and that the people of Britair 
have many things in common, re 
gardless of what political arrange 
ments exist. 

If a Dane proposed building : 
Scandinavian House, would : 
Swede or Norwegian read int 
that a desire for political union? 

Curis McLean 
Tallinn, Directo: 
Estonia British Hous: 
ET oe NE! CON REN AA SOON APRE ER RAN a] 


French business 


Sır—You describe the restructur 
ing and growth of Jean-Mari 
Messier’s Vivendi group (Face val 
ue, September 25th) and point ou 
that he has failed to explain wha 
the water and the informatior 
business have in common. 

On the one hand, Vivendi 
Bouygues, Lyonnaise des Eaux, 
Dumez and Alcatel all had divi- 
sions that thrived on taxpayers 
money: water treatment, con 
struction and heavy electrica 
equipment. On the other hand 
those groups also controlled me- 
dia and communications through 
the press, and cable and satellite 
television. All these businesses are 
capital intensive and sometimes 
used the same technologies, but 
they all involved politicians at 
some point. 

Thanks to their networking 
abilities and knowledge of the 
French administration, these 
companies have succeeded in 
dealing with civil servants at all 
levels. It could be embarrassing 
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Seeking Talent y 
for the Digital Age 








Strategy e Telecommunications e Internet © E-commerce 


We are an international management consulting firm renowned for our high impact on 
Telecommunications, Internet and E-commerce organisations. Our success is driven by our youthful, 
qualified and resourceful team of consultants with a diverse range of backgrounds from more than 
30 different nationalities. Our phenomenal yearly growth of 65% compels us to search for talented 
individuals to join our team. 


WHO SHOULD BE INTERESTED ? 


e Individuals with top strategic management consulting experience, or a strong 
knowledge of Marketing and Sales in FMCG who are attracted by the opportunities 
in telecoms, Internet and the new digital economy. 


è Candidates with an excellent understanding of Internet and E- commerce 
strategies and/or Marketing and Sales expertise in the field of telecommunications. 


Candidates should have a world class first degree enhanced by an MBA and/or relevant 
industry experience. Fluency in English is required and knowledge of additional European 
languages is beneficial. Strong interpersonal skills and an international open mindset 
coupled with an enthusiastic and committed professional attitude are a must. 


WHY SHOULD YOU JOIN? 


You will gain broad exposure to high level management through a unique blend of strategy consulting 
and operational involvement. Our non-hierarchical and dynamic environment is intellectually 
stimulating and rewarding. The compensation package is linked to both individual and firm 
performance through highly competitive fixed base, merit bonuses and company stock options. 


Please email your full CV, including compensation details and geographical preference, to 
Recruiting Coordinator, at economistrecruiting@clusterconsulting.com 


www.clusterconsulting.com 
AN 
N 


CLUSTER 


Telecom and Internet management consultants 


Barcelona e Boston @ Düsseldorf è Lisbon @ London e@ Madrid @ Paris @ São Paulo 
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public: These. groups are now 


faced with privatisation, deregu-. 


lation and transparency. Some of 

these giants have already. adapt- 

ed, some never will. 

Zurich JEAN-MARC SERVAT 
EEA PO Pimp ll 


Dodge or dogfight? 


Sir—While not the “Barnes” in- 
volved in getting George W. Bush 
into the Air National Guard 
(ANG), Lam a “Barnes” that went 
through United States Air Force 
pilot training with George W. 
Bush (“A little draft difficulty”, 
September 1th). During the year 
or so we were together, there was 
never any negative thought or 
mention about George’s being in 
the anc. We joked about it, but 
we all walked through the door- 
way with a sign that read: “Your 
job is to fly and fight and don’t 
forget it?” Our only concerns were 
to be excellent pilots and to not 
get killed. George completed 
training in a class that saw an at- 
trition rate of around 30% . 

I would wager that the life ex- 
pectancy of a military fighter pi- 
lot, whether in combat or just fly- 
ing missions to maintain combat 
readiness, is less than that of a 
foot soldier in Vietnam. If George 
pulled a string, so what? He took 
a position far more dangerous 
than being in Vietnam—flying 
F1028 which could easily have 
been sent to the war. Many of us 
did go to fight in Vietnam and 
some of us did not return. No one 
in class 69-04 thinks George 
shirked his responsibility. 

Dana Point, 
California G. RICHARD BARNES 
rine ea i ts cca tts il 


Myanmar’s top export 


Sir—Your article on cocaine traf- 
ficking from Colombia (“A new 
class of trafficker”, September 
uth) is incorrect to claim that the 
majority of the heroin consumed 
on America’s eastern seaboard 
originates in Colombia. Most of 
the heroin used in America comes 
from Myanmar. The myth of large 
South American opiate produc- 
tion is a result of Drug Enforce- 
ment Agency (DEA) narcotics sur- 
veying practices. 

The pea primarily focuses on 
cocaine and so is heavily staffed 
with officers of Hispanic origin. 
There are very few ethnic Asians 
among the staff so intelligence 
gathering on ethnic-Chinese 
gangs is limited. Generally, DEA 
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for Mr Messier to explain this in 





drug buyers go to dealers who are 
Hispanic’ to purchase- cocaine. 
When they purchase heroin they 
invariably use the same dealers, 
so often end up buying heroin of 
South American or Mexican ori- 
gin. As a result the purchases are 
not representative of the North 
American heroin trade. 

Seizure statistics are also 
skewed. It is worth noting the sta- 
tistics for 1996 in the pea Drug In- 
telligence Report (the last year 
available): 179 seizures and 155 
purchases, too small a sample- 
group from which to draw any re- 
liable conclusions. Of the 1996 
DEA Seizures sample, 67% originat- 
ed from either South America or 
Mexico, while only 17% came 
from South-East Asia. The statis- 
tics are not representative of her- 
oin imports and the pea admit- 
ted as much in the report. Every 
year the State Department Nar- 
cotics Bureau for International 
Narcotics and Law Enforcement 
Affairs states categorically that 
Myanmar is by far the biggest 
source of heroin sold in America. 

Even estimates of heroin use 
and addiction are open to ques- 
tion as they are based on a house- 
hold survey carried out in 1973, 
then adjusted according to some 
formula that the pea has never 
made public. Hospital admissions 
due to heroin use increased from 
42,000 in 1989 to 76,000 in 1995, an 
80% increase, and that excludes 
the mid-to-late 1990s explosion in 
recreational heroin use. 

Bangkok Bruce HAWKE 
EENEN a a nes nL 


Keeping faith in Kenya 


Sirn—As a Wahindi I was sur- 
prised to read of a possible exo- 
dus of Asians from Kenya (“Or- 
ganised panic”, September 1th). 
We are not only worried but dis- 
enchanted about our own and 
Kenya's future, but our fears are 
no different from those of any of 
our compatriots who are equally 
affected by the insecurity, cor- 
ruption and economic uncertain- 
ties here. It is wrong to say that 
hundreds of families have ap- 
plied to leave. | have heard that 
only about 200 persons are think- 
ing of moving to Australia. 
Another misconception is that 
of asset disposal. If it was of the 
magnitude reported it would 
have been noticed. Indeed, 
Asians are the only ones who are 
still investing. The non-return of 
some of our children to’ Kenya 
after studying abroad is true but is 
also true for many black and 






white children. 


You convey a misleading im- 


pression of a community easily 
targeted. Most of us are here to 
stay and having been born and 
brought up here, perhaps we 
have more faith in the country’s 
future than many others. 

Nairobi ASHOK SHAH 


icles SE Rene OR ORO m 





Common currency 


Sır—The situation for cross-bor- 
der payments in Euroland is not 
quite as black as you paint it 
(“Jeux avec frontières”, Septem- 
ber 25th). There are no charges on 
my French Visa and American Ex- 
press cards for transactions in the 
euro zone, and I believe the same 
is true in other countries. Al- 
though prices are still generally 
calculated in local currency, the 
euro equivalent is invariably 
shown on receipts. Thus travellers 
from other euro countries can pay 
SNCF for French railway tickets by 
credit card, see the price in euros, 
and be debited in either euros or 
their local currency without 
transaction charges. 

Similarly, an Italian insurer 
simply needs to accept credit 
cards in order to sell to customers 
in France without transaction 
charges. By the way, it is rather 
odd, in this computer age, for you 
to describe sncr’s calculation of 
euro price equivalents as “pains- 
taking”. Roll on 2002. 

Orsay, 
France JONATHAN Davies 
a a PEE AAEE AIEA AS OAE E TE —a 


Realpolitik rejected 


Sır—Returning to simple, tradi- 
tional realpolitik is no longer an 
option (“Where do America’s in- 
terests lie”, September 18th). Much 
of the confusion and difficulty 
with a “value-based” foreign poli- 
cy is because it is an inadequate 
response to the changed nature of 
public opinion. The public, fed by 
CNN, now know more, immedi- 
ately and graphically, about what 
governments are and are not do- 
ing abroad. Consequently, they 
have a stronger and more emo- 
tional response. Action is de- 
manded and expected. 

America and Europe did their 
best to stay out of the Balkans, 
and succeeded for some years, 
until the impact of the barbarity 
and suffering on television forced 
action. However, intervention, 
when it came, was deeply com- 
promised by the previous twists 
and turns to escape involvement. 





Thus, the disaster of Bosnia led o2 
to the greater debacle of Kosovo: 

A similar situation is now u 
folding in East Timor; realpolitil 
ruled for 24 years, and the mur: 
der and brutality by Indonesi 
was ignored by the West. Agair. 
public pressure forced a hurrie 
intervention with unclear aims: 
inadequate forces, fuzzy terms o 
engagement, and uncertain future 
consequences. This is no way tẹ 
run a foreign policy. 

The West can no longer main’ 
tain a public avowal of Judeow 
Christian civilisation and enlight: 
enment while engaging in an ex 
clusively selfish foreign policy 
The challenge for foreign-policy; 
wonks is to work out how to pro 
ject the values most of us wish fow 
through largely ineffective inter 
national institutions while still al: 
lowing countries to protect theig 
core interests peacefully. 

BRIAN SCOTS 

Executive Directo# 

Dublin Greenpeace Ireland 
Ee EEE NE EE ere Re eR he ENSS Te ed eT M 









Risk and returns 


Sir—In your Economics focus 
(September 25th) you state “econ- 
omic theory says that when in- 
vestors take on extra risk, they 
ought to be rewarded with higher 
returns.” But this reversal of cau- 
sation makes the market into 
some sort of conscious God. In- 
stead, when investors take risks, 
they should ascertain beforehand 
that the potential benefits out- 
weigh the risks, and be prepared, 
to take the consequences if their 
bets go awry. You reflect the 
thinking that leads to bubbles: in- 
stead of reducing risk when there: 
is little upside potential, as when 
stock prices are inflated, investors 
take great risks, thinking they are 
assured great returns. 
Point Arena, 
California 


WILLIAM MEYERS 


Clinton still the winner 


Sin—Lexington (September 18th) 
repeats the myth that in the 1992 
American presidential election 
Ross Perot “took votes dispropor- 
tionately” from George Bush. Exit 
polls showed that Mr Perot’s sup- 
porters would have divided their 
votes almost evenly if he had not 
been on the ballot. Mr Clinton’s 
margin of victory would have 
been almost exactly the same. 
Kingston, 

Canada A.A. SAYEED 


aetna on einai Ld ei m 
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HIGHER STANDARDS. 
DEEPER tnvotvement. GLOBAL scate. 
WHICHEVER WAY YOU LOOK AT THIS, 
IT’S ANOTHER LEVEL. 


CHANGE CONSULTANTS 


OUTSTANDING PACKAGES TO ATTRACT THE BEST 


LONDON 


The international business world knows 
PricewaterhouseCoopers as the leading professional 
services organisation. In more than 150 countries we 
extend our network over every major business centre, 
with over 150,000 people worldwide. Supported by a 
unified leadership structure we deliver world-class 
excellence to any location. Moving forward, we look to 
be the undisputed professional global services 
organisation of choice, solving complex business 
problems for top-tier clients. 


That’s the vision our global Strategic Change team will 
help us realise. Working with our Tax & Legal Services 
leadership, you will identify and evaluate key business 
issues, develop strategies and solutions and manage the 
development and implementation of projects designed 
to enhance our business and, with that, add value to our 
services for clients. 


The scale and complexity of the projects will vary, but 
you can assume a strong emphasis on technology and e- 
business initiatives. It follows that you will need to have 
at least five years’ “experience in consultancy, or 
managing change programmes within a corporate 
environment. In addition to your knowledge of 
e.commerce and other web-related industries, you 
should have led the implementation of large scale, 
multi-discipline projects, which involved IT to enable 
process redesign. 


SAN FRANCISCO 


WASHINGTON DC 


Most projects will be managed and implemented on a 
global basis, so you should be comfortable 
communicating cross-culturally and at all levels; not 
always easy in a matrix environment. But whilst you will 
be expected to think internationally at all times, your 
commitment to international travel will not be 
excessive. Your intellectual strength, supported by a 
strong academic record will of course be vital, but no 
more so than your confidence and innovative approach 
to problem solving. 


In return, you can look forward to an exceptional 
package, including a flexible benefits scheme, and an 
opportunity to develop your career internationally 
within a progressive, high-profile team. 


Let us know why you're ready to move up to the next 
level. Send your details, quoting reference CB3003/E, to 
our advising consultant, Charlotte Baker at the address 
below. For more information about these roles visit 
our website at www.pweglobal.com/executive/uk and 
download a briefing pack. 

interviews are planned to take place in the US in 
November. 


Executive Search & Selection, PricewaterhouseCoopers, 
Southwark Towers, 32 London Bridge Street, London 
SE1 9SY. Fax : (011 44) 171 378 0647 

Email : charlotte. baker@uk.pweglobal.com 


www.pwcglobal.com 


PRICEWATERHOUSE(COPERS 


Join us. Together we can change the world. 


PricewaterhouseCoopers refers to the UK firm of PricewaterhouseCoopers and to other members of the worldwide PricewaterhouseCoopers organisation. 


PricewaterhouseCoopers is authorised by the Institute of Chartered Accountants in England and Wales to carry an investment business 
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November 1999. 
Qualifications 


The successful candidate will be a Ph.D. Economist with a minimum of five to ten 
years experience in macro economic policy analysis and reform. work. Extensive 
experience in either external debt management, assessment and. management. of 
government contingent liabilities, or pension reform is highly desirable. Proven 
ability to guide a team effort in providing a range of specialized assistance to 
Finance departments is essential. The successful candidate must be effective in 
dealing with high level government counterparts as well as private sector 
stakeholders. Prior work experience in Southeast Asia is preferable but not 


required. 
Responsibilities 


¢ Deliver timely technical advisory services on policy analysis, formulation, and 


Macro-Financial Economist for 
USAID Project in the Philippines 













Development Alternatives, Inc. (DAD is a leading international development 
consulting firm. DAI is implementing the Accelerating. Growth, Investment, 
Liberalization with Equity (AGILE) project in the Philippines. AGILE is a multi-year 
project funded by the United States Agency for International Development 
(USAID). We are currently seeking a Macro-financial Advisor to serve as Principal 
‘Advisor to the International Finance Group UFG) of the Philippine Department of 
Finance. This one-year technical assistance assignment is expected to begin in 


advocacy to the Department of Finance, particularly the IFG: 


¢ Coordinate with bilateral and multilateral institutions to identify additional 
areas of potential collaboration, AGILE’s ongoing assistance to the Department 
of Finance is in the areas of contingent liabilities, tax pelicy analysis, pension 
reform, securitization, local government finance and external debt 


management. 


+ Provide technical oversight and overall coordination for all of ACILE’s 


technical assistance activities at the Department of Finance. 


To apply, please send a detailed curriculum vitae to: 


Ms. Vishalini Lawrence 
Development Alternatives, Inc. 
7250 Woodmont Avenue, Suite 200 
Bethesda, MD 20814 
Fax: 301-718-7968 
Email; vishalini_lawrence@dai.com 






MEDWAY UNIVERSITY CAMPUS 


DIRECTOR - CENTRE FOR 
SUSTAINABLE DEVELOPMENT 


Natural Resources Institute (NRI) is intemationally recognised as a leading 
supplier of research, advisory, consultancy and training services, for the 
benefit of poorer countries. As an independent institute within the University of 
Greenwich, we are creating a Centre to promote fundamental thinking on the 
pursuit of people-centred sustainable development in the 21st Century. 
The Centre will catalyse NRI’s strategic vision around a set of major programmes, 
project that vision to partners, and attract new opportunities to NRI and Schools 
of the University. We now wish to recruit the Centre's first Director, who will 
bring strategic leadership to the Centre, working with Programme Leaders in 
developing the vision and scope of each programme. An important aspect of 
the role will be to develop strong synergy between the Centre, its Programme 
Leaders and professional staff of NRI’s Departments and of the University’s Schools. 


Salary negotiable above £50,000, 


Further particulars and application form 
available from the Personnel Manager, 


University of Greenwich, Southwood 
House, Avery Hill Road, London 


SE9 2UG (E-Mail: Jobs@ gre.ac.uk) to 
be returned by 29th October 1999. 
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THE FORD FOUNDATION 
320 East 43rd Street 


New York, NY 10017 






























| The Ford Foundation is seeking to fill two new Program Officer 
| positions in Education, Media, Arts and Culture. The Program Officers 
| will be expected to conceptualize portfolios of prospective grants, and 
| then develop, manage and monitor them. These are senior positions , 
| which require significant experience in the regions and knowledge of | 
| the cultures, superior conceptual, organizational and writing skills, and 
fluency in English. Local language skills are also desirable. 


| Media, Arts and Calture, East Africa: Based in Nairobi, will give 
attention initially to developing a strong conceptual and programmatic 
| framework that strengthens independent artistic expression and 

supports creative work of high quality in the fields of music, theatre, 
| dance, media, and the visual arts. Significant experience in media, arts 
and culture in East Africa is essential. Experience in production and 
management and a relevant university degree are highly desirable. 
Deadline: November 10, 1999. 


Education Reform, the Philippines: Based in Manila, will explore 
opportunities for improving the quality of K-12 education, and 
promoting universal access to high quality education in the |“ 
Philippines, including efforts to promote civic dialogue and P 
participation in local school governance; linking K-12 education with 
community development; teacher training, and leadership development 
for educators and school administrators, especially in disadvantaged, 

. minority and indigenous communities. Advanced training in education 
policy or administration, familiarity with development issues, and the 
ability to interpret institutional dynamics in the Philippine context are 
essential. Deadline: 25 October, 1999. 


To apply: please send resume, cover letter, and brief writing sample to 
Ms. S. Gordon at the above address. 























Research Director, 
Latin America 


Based Cambridge, Massachusetts 






Pyramid Research is a growing business within the Economist 
Intelligence Unit. Founded on comprehensive primary research, we pro- 
vide high-value analysis and forecasting on communications markets 
around the world via continuous advisory services, custom consulting, 
market analysis reports, and research-based newsletters. 











We require a dynamic, intelligent manager to take full responsibility for 
the production and quality of existing Latin America services, and to 

take a lead in the development of new offerings, including consultancy 
projects. 






Possessing a thorough knowledge of the sector, the ideal candidate may 
well be currently working at a communications vendor or operator in a 
strategic planning or marketing role covering Latin America. You will 
recognise the value of comprehensive market analysis and contribute 
your understanding of its application into. our research and analysis 
process. Academically strong, with a relevant Master's degree, you will 
have the ability to provide intellectual guidance to your team of 6 ana- 
lysts and provide them with motivation, leadership and persona! devel- 
opment. Exceptionally strong communication skills will ideally include 
fluency in Spanish or Portugese as well as excellent written English. 











Pyramid Research offers a competitive salary and benefits package. If you 
want to develop your career as part of a first-class team, please apply in 
writing with full resume, including salary history, to Karen Caines, 
Pyramid Research, The Economist Intelligence Unit, 58 Charles Street, 
Cambridge, MA 02141, USA. email: jobs@pyr.com (Word 6.0). Fax (617) 
494-8898. www.pyr.com. 


ZN 


PYRAMID RESEARCH 







The Economist 
Intelligence Unit 
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PARLEMENT EUROPEEN 


Secretary General of the ELDR Party 


The ELDR Group in the European Parliament is seeking a Secretary General for the 
ELDR Party. 


Functions: The Secretary Genera} will be responsible for preparing, carrying out and 
evaluating the political activities of the ELDR Party. S/he initiates the political work 
programme of the ELDR Party, S/he liaises with the ELDR parties (i.e.: meeting of 
Secretaries General, conferences) and the ELDR Group in the European Parliament. 
S/he organises the events of the ELDR. Party (i.e: Congress, meetings of the Council, 
Bureau). S/he manages the staff, the finances and the offices of the ELDR Party, The 
contract will be an A7/A6 temporary agent contract for a maximum of 5 years 
Requirements: candidates must possess a university degree and at least 5 years of 
professional experience in an international environment and in transnational 
cooperation. A member of an ELDR member party in the European Union. the 
éandidate should have an understanding of and affinity with the policies of the ELDR 
Party; good understanding of political processes; experience in working with a small 
team, financial administration and office management. Substantial political management 
experience would be an asset. Fluency in English and French, a third EU official 
language would be desirable. Computer literate. 
The ELDR Party is based in Brussels, but occasionally its Secretary General will be 
called upon to travel to other Member States, 
Application: Applicants are requested to state in a covering letter why they believe 
they meet the requirements of the advertised post and to send their application to 
Alexander Beels, Deputy Secretary General of the ELDR Group - Eurepean - 
Parliament - PHS 5.5C17/15 - 1647 Brussels, They can also send it via FAX to the 
following number (32-2) 230 96 74 or through INTERNET to the following address: 
deoppens@europarl.eu.int. Closing date for receipt of applications: 
Ist Nevember 1999 
http://www.eurolib.org/eldrparty 


sak 
YankeEEGROUP 


A Primark Company 


The Yankee Group Europe is growing fast 


Rated No.1 for the credibility of our Internet, telecommunications and IT 
market studies and forecasts, we now need more top-quality analysts, 
research assistants and sales people to support the growth of our business 
in Europe. 


Sales - Account Managers 


Are you a top-notch sales person? Do you want to grow with a plum job at 
a leading edge company? Are you successfully selling Internet, IT or 
telecoms products or services to a senior level? Self-motivated, excellent 
communicator, strong interpersonal and organisational skills? Vacancies 
in our Frankfurt office (fluent German and English essential) and London 
office (European languages required). Are you good enough? 


Principal Analysts - Research Assistants 


New positions are being created at all levels in our European Internet, 
fixed and mobile telecoms programs, from Principal Analyst to Research 
Assistant. Analysts must have strong writing, speaking and analytical 
skills, several years experience in your specialist area, and are likely to 
have both technical and business degree-level qualifications. Fluent 
English essential and European languages an advantage. London-based. 
If you have what it takes, and want to make a real contribution to a 
growing team, please send your CV and covering letter to: 

Personnel, The Yankee Group Europe 

The Old Free School, George Street, Watford, WD1 8BX, UK 
Fax: +44 1923 242456 Email: ksavage@yankeegroup.com 
www.yankeegroup.com 
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: FONDATION 
POUR LE. REESE ERT 


DES CAPACITES ENAPRIQUIE. 


ane 


“OUINDA 


Executive Secretary, The African Capacity 
Building Foundation (ACBF), 
Harare, Zimbabwe 


The African Capacity Building Foundation (ACBF), established in 
1991, is the leading institution on the Continent with the mission 
of strengthening the capacity of African countries to manage their 
economic development efforts. During its first phase, the 
Foundation provided support to the establishment of government 
and autonomous economic policy analysis units, and to training in 
policy analysis and economic management. In its second phase, it 
will incorporate the Partnership for Capacity Building in Africa 
(PACT). This new initiative, sponsored by African Governments 
and supported by the international donor community, will enable 
the Foundation to provide broader support to capacity building in 
the public sector, as well as its interface with the private sector 
and civil society. 


The ACBF is seeking applications from qualified candidates to fill 
the post of Executive Secretary of the Foundation beginning 1 
January 2000 or as soon as possible thereafter, The Executive 
Secretary will, under the general guidance and oversight of the 
Foundation’s Executive Board, have the overall responsibility for 
leading the Foundation and managing its day-to-day activities. The 
duties of the Executive Secretary will include the following: 


e providing overall direction to the expanding activities of the 
Foundation; 
providing leadership and guidance to the professional and 
administrative staff of the Foundation; 
overseeing the development and execution of the 
Foundation’s strategic and operational plans; 


maintaining strong links and working relations with African 
governments, civil society institutions and the international 
development community; and 

developing and implementing strategies for effective 
resource mobilization. 


The chosen candidate will have an outstanding record of 
professional achievements in development work, and with a 
recognized contribution to African development efforts. She/he 
will also have a strong background in capacity building at the 
regional and/or national levels. In addition, he/she will be expected 
to have the following qualification and credentials: 


e a post-graduate degree in economics, or other related social 
sciences, from a recognized university; 
extensive experience in policy analysis, economic work and 
project cycle management, with at least 10 years of 
experience in senior management positions; 
extensive knowledge of African development issues, 
including capacity building and institutional development in 
the public and private sectors. (A record of research and 
publications on African development issues would be an 
advantage); 
excellent communications skills, with fluency in English or 
French and a good working knowledge of the second 
language; and 

e experience with resource mobilization. 


The Foundation offers competitive salaries and benefits. Interested 
candidates are invited to submit, by 30 October 1999, their 
curriculum vitae with a covering letter to the following address: 


Chairperson, Search Committee 

The African Capacity Building Foundation (ACBF) 
P.O. Box 1562 

Harare, Zimbabwe 

Fax: (263-4) 70 29 15 

Tel. (263-4) 73 85 20/79 03 98 

E-mail: root@acbf.co.zw 


(Only short-listed candidates will be contacted) 































UNITED NATIONS CENTRE FOR HUMAN 


@) SETTLEMENTS (HABITAT) @ 


The United Nations Centre for Human Settlements (Habitat) is 
the lead agency for the human settlements development 
activities of the United Nations, and for the exchange of 
information on human settlements conditions and trends 


Habitat is completing the process of re-organization which will 
enable it to more effectively spearhead the global 
_ implementation of the Habitat Agenda — the Global Plan of 
Action adopted at the Second United Nations Conference on 
Human Settlements held in Istanbul, Turkey, in June 1996. 


The filling of the following two posts is subject to the 
approval of the new organizational structure by the 
Secretary-General. 





Deputy Executive Director and Director, Global Division (D-2) 
Vacancy No. NA-99-76 

Duties and Responsibilities include: Representing and 
managing the Centre in the absence of the Executive Director; 
Overall responsibility for the Centre’s global campaigns; 
Supervision of the Shelter Branch, Urban Development Branch, 
and: Urban Secretariat. 

Proven capacity to motivate and manage senior staff, and to 
conduct high-level international negotiations is required. 





Director, Programme Support Division (D-1) 

Vacancy No. NA-99-77 

Duties and Responsibilities include: Directing preparation and 
monitoring of the Medium Term Plan, and the biennial Work 
Progra+mme and Programme Budget; Identifying and 
managing human and financial resources to ensure their 
availability to carry out the Centre’s Work Programme and 
operational activities; Director also heads the Planning and 
Coordination Office and supervises the Resource Mobilization 
and External Affairs Unit. 

Work experience at the city level, with bilateral support 
agencies, NGO’s/CBO’s and private sector would be 
advantageous. 





The following details apply to both posts: 
Duty Station: Nairobi 
Entry on Duty: As soon as possible 
Duration: One year (Renewable) 
Qualifications: A higher degree, preferably Ph.D., in a discipline 
related to human settlements; 18 to 20 years relevant 
substantive experience; Fluency in English required; Working 
knowledge of other UN official languages an asset. 
Internationally competitive salaries and benefits at standard UN 
rates will be offered. 
Applications, quoting relevant vacancy notice number, are to be 
sent to: 
Chief, Recruitment Section, Human Resource 
Management Service, 
United Nations Office at Nairobi (UNON), 
P.O. Box 67578, Nairobi, Kenya, 
Facsimile (254) 2 62 4212/2 62 4134 
Deadline for Applications: 3 November 1999 
External applicants are requested to send a detailed c.v. or to 
complete a United Nations Personal History Form (P.11) 
available at UN offices or on the UNCHS web site. 
Replies will be sent to shortlisted candidates only. 
The positions may be filled at one level below the advertised 
level of the post. 


Preference will be given to equally qualified women candidates. 



























THE BRITISH INSTITUTE OF INTERNATIONAL 
AND COMPARATIVE LAW 


DIRECTOR 


The British Institute of International and Comparative Law carries on a 
tradition of studying law on a global rather than merely national basis. Its 
specialist sections cover public international, private international, 
comparative, Commonwealth and European Community law respectively, 

























The Institute publishes the International and Comparative Law 
Quarterly and conducts a full programme of research, training and 
consultancy. It now seeks an energetic and imaginative new Director to 
lead the organisation into a new phase of development. 


The Director will be responsible for representing the Institute and 
directing its work. This includes devising and implementing a strategic 
development plan, setting the research agenda with the support of the 
Advisory Board and managing the Institute and its staff. 


Candidates will have a law degree and probably a legal professional 
qualification, together with a proven professional record in the study or 
practice of transnational law. Expertise in one of the specialist fields of the 
Institute’s work should be coupled with knowledge of one or more of the 
other fields. Management experience would be a distinct advantage. 
English to mother tongue standard is essential and a working knowledge 
of French, German or other world language is highly desirable. 












The salary range will depend upon age and experience and is likely to 
be at the upper end of the UK academic range. Written applications with 
a full curriculim vitae and the names of three referees should be made in 
confidence to Michael Maunsell, Secretary, BIICL, 17 Russell Square, 
London WCIB 5DR: fax (+44)(0)171 323 2016; e-mail: 
BILCL@dial.pipex.com, from whom further information is available. 












Applications should be received by 29 October; first interviews will be 
conducted in London on 1] November with a further interview for 
shortlisted candidates on 23 November. 


IUCN 


The World Conservation Union 












DIRECTOR, 
HUMAN RESOURCES MANAGEMENT GROUP (HRMG) 


Founded in 1948, IUCN - The World Conservation Union brings together states, 
government agencies and a diverse range of non-governmental organizations in a 
unique partnership. IUCN has 955 members, including 76 member states, 111 
government agencies, 732 non-governmental organizations and 36 non-voting 
affiliates, spread across 140 countries. The Union seeks to work with its members to 
achieve development that is sustainable and that provides a lasting improvement in 
the quality of life for people all over the world. IUCN has 1600 staff, 100 of which 
are in the Headquarters in Switzerland and the remainder are located in 42 other 
countries. In addition around 300 consultants are retained every year. HRMG 
administers all IUCN staff and in addition some 50 staff from the Ramsar 
Convention secretariat, Traffic International, World Commission on Dams and the 
European Mountain Forum. 











The Director should have a proven and successful experience in a Human Resource 
Management position within a sophisticated and international environment. The key role 
of the Director is to coordinate, lead and manage the Human Resources Management 
Department in a transparent way. We are looking for experience and familiarity with: 






> international activities, aimed at conservation and sustainable development 
» decentralisation 
>» — staff career development and training. 








The responsibility encompasses all aspects of human resources for the whole 
organization, including staffing, compensation and benefits, career development and 
training, job evaluation and design, performance management and human resource policy 
in a decentralised environment. 








The Director, HRMG must strategically integrate the personnel needs of IUCN with 
broader team-work towards the global strategy, on which the institution has embarked, 
The post holder is a member of IUCN’s senior management and works under the overall 
supervision of the Director General. 








It is required that the Director be proficient in at least two of the three official languages 
of IUCN: English, French and Spanish. > 







Qualified candidates should submit their curriculum vitae before 20 October 1999 
to: Ms Liz Rollinson-Phillips, Human Resources Management Group, 

IUCN - The World Conservation Union, 28 rue Mauverney, 1196 Gland, Switzerland. 
Fax 41 22 999 03 39; E-mail vacancies@ hq.iucn.org; http:/Avww.iucn.org 
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INTERNATIONAL FUND FOR 
AGRICULTURAL DEVELOPMENT (IFAD) 
Via del Serafico No. 107, 00142 Rome, Italy 

Fax: 39 06 5043463 - E-mail: Lmclachlan@ifad.org 


Seeks for 
THE GLOBAL MECHANISM (GM) OF THE UNITED NATIONS 
CONVENTION TO COMBAT DESERTIFICATION (CCD) 


TWO PROGRAMME OFFICERS (P-3/P-4) 

To assist the Managing Director in uplifting the existing financial mechanisms 
| and transferring technology to affected Developing Country Parties by 
| establishing high level contacts with multilateral and bilateral 
counterparts/collaborators, developing policies, mobilizing funding resources 
and organizing constructive seminars/workshops and consultative meetings. 


| Qualifications and Experience: 

Advanced university degree preferably in Economics of Finance. Working 
knowledge of English and either French, Spanish or Arabic. At least five to 
seven years’ work experience related to development finance, with exposure 
to the operations of multilateral and bilateral development and financial 
institutions. Solid experience in development work, particularly in 
programmes related to combating desertification and land degradation. 
Strong communication and negotiations skills with proven ability in team 
work and extensive work experience with international organizations. 


Gross Salary Range: From US$59 386 to US$98 311 per annum, plus post 
adjustment. 


Selected Candidates will be offered appointments at the P-3 or P-4 level 
depending on their qualifications. 


Please apply in duplicate to Personnel Division, International Fund for 
Agricultural Development (IFAD), Via del Serafico 107, 00142 Rome, Italy 
no later than 11 October 1999. 


Fax: 39-06-5043463 E-mail: | mclachlan@ifad org 
For a full job description please visit web site www. ifad.org 





Only shortlisted candidates will receive an acknowledgement 
Applications. from women candidates are particularly encouraged 





The Ombudsman of the International#inance Corporation (IFC) 
and the Multilateral Investment Guarantee Agency (MIGA) is 
looking for two qualified and creative Senior Specialists. The 
ae of Compliance Advisor Ombudsman (CAO) was established 

y IFC/MIGA in an endeavor to enhance accountability 
performance on environmental and social issues. The post is 
independent from line management and reports directly to the 
President of the World Bank Group. 


The CAO seeks two professionals, working as a team, to assist 
with the duties of a compliance reviewer and advisor on social 
and environmental policies as well as addressing/seeking 
solutions to complaints from external parties affected by 
IFC/MIGA projects. 


The first Senior Specialist will set up a matrix of existing 
policies/procedures against which to measure compliance, 
operate an early warning system to identify and resolve potential 
project problems well upstream, and provide advice to the CAO 
| an the application of IFC/MIGAS policies/guidelines. The 
successful candidate will have wide field experience in 
environmental impact/assessment in developing countries as 
well as first-hand experience working with the private sector. 


The second Senior Specialist will organize the 
prioritizing/evaluation of complaints brought to the 
Ombudsman, help develop a range of culturally-sensitive 
approaches to problem-solving/conflict resolution, and facilitate 
access to the Ombudsman by local communities. The ideal 
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SENIOR SPECIALISTS 
(Special Assistants to IFC/MIGA Ombudsman) 


11€ 


Director of Communications 
c. £37,000 


The international Institute for Environment and Development (HED), 
is one of the world’s leading research organisations in its field, We aim to 
make sustainable development a reality, particularly for the world’s poor. 
We specialise in collaborative research knowledge-sharing and policy 
focused analysis leading to advocacy and the brokering of solutions. 
Dynamic communication is at the heart of the challenge to 
achieve sustainable and equitable development. This new, senior post is 
responsible for ensuring that HED’s research and policy work reaches a 
wide range of well-targeted audiences. The Director of Communications 
is expected to ensure the best possible exchange of knowledge, both 
internally and externally, through the creative use of electronic and print 
publishing, and through the development of a proactive media strategy. 
Applicants will have an excellent understanding of environment and 
development issues, have worked with researchers, writers and editors in 
both Northern and Southern countries and possess good publishing 
experience and a strategic understanding of IT and e-publishing. You will 
also be able to demonstrate high editorial and writing standards, have 
experience in attracting funds to communications programmes and a track 
record in the successful marketing of information. 


For further details and an application form, please write to: 
Personnel Dept, HED, 3 Endsleigh Street, London WC1H ODD, 
fax on +44 (0) 171 388 2826 or email to Personnel@iied.org Please 
quote Ref COMM. Details available from our website: www.iied.org. 
CVs alone will not be accepted. Closing date: 29 October 1999. 
interviews: 15/16 November 1999. 


IIED aims to be an equal opportunities employer. 





candidate will have wide field experience in developing 
countries, in social impact/assessment of development projects; 
be accustomed to working with the private sector, NGOs, and 
local communities; have excellent problem solving/conflict 
resolution skills with practical experience; and be results 
oriented with the ability to meet tight deadlines. 


Both of these demanding new posts require lateral thinkers who 
are culturally/gender-sensitive, have excellent communication 
skills, are able to work well in small, diverse teams, and are 
independent thinkers Gelf-starters. Common sense and good 
judgement are vital. Women and developing country nationals 
are encouraged to apply. 


The IFC offers an internationally competitive compensation 

ackage. Interested candidates should send a resume/CV, no 
ater than October 29, 1999, to: 
Compliance Advisor Ombudsman, 
International Finance Corporation, 
2121 Pennsylvania Avenue, NW, 
Room F-5K-292, Washington, DC 
20433, USA. Fax: (202) 522-7400. 
E-mail: mtaylor@ifc.org 


iF Ç International Finance 
Corporation 
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The bigger the crowd, 
the better the performance. 


You're a major player in the securities 
markets worldwide, so when it comes to 
trading, you know what you need. 

Liquidity. 

A world of buyers and sellers — ready 
to trade.. And when you're trading elec- 
tronically, you know the place to come 
for global liquidity. 

Instinet. 

We give you electronic access to some 
of the broadest, deepest — most liquid — 
trading opportunities around the world. 


Whats more, we don’t have our 
own. portfolio so we never compete 
with your trades or take. a position 
against you. 

Our only goal is to help you get the 
fastest trade at the best price — and we 
handle the follow-up automatically. 

All of which can add up to better 
performance. 

For information, call our ‘international 
freephone number +800 INSTINET (+800 
4678 4638) of visit www.instinet.com 


Asan agency broker, instinet does not come between its clients and the best price. We do not commit capital make markets or make profits on spreads, ©1990 


insnet Corpomtion, all rights reserved IN: 


‘Cocporation, member NASD. and Instines UK Limited regulated in the U.K, by the SFA. 


F andthe INSTINET marque are registered service auirks and “instinct” is the marketing name tor Instinet 











@ instinet 


A REUTERS Company 


Nothing comes between you 
and the best price.” 


The. 
Economist 
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Why greens should love trade 


HE long battle for free trade must be 

waged against many enemies, whether 
protectionists, trade unionists, would-be mo- 
nopolists or even some economists. A newish 
troop of combatants has become one of the 
noisiest: environmentalists. When govern- 
ment leaders gather in Seattle in late Novem- 
ber to launch a new push for trade liberalisa- 
tion under the auspices of the World Trade 
Organisation, much attention is sure to be 
paid to the massed ranks there of green dem- 
onstrators, shouting loudly that free trade in 
general, and the wto in particular, are ruining 
the global environment. 

As a general statement, this claim is plain 
wrong. Far from damaging the environment, trade is often the 
best way to improve it. Yet green views cannot be ignored. 
Across the world, support for free trade remains shallow, and 
voters everywhere put an increasingly high priority on the en- 
vironment. Greens are in government in France and Germa- 
ny; they weigh heavily in other countries, not least in Ameri- 
ca’s Congress, which must approve trade liberalisation. 

Besides, some green concerns have a genuine enough ba- 
sis. Protecting the environment is as legitimate a goal as free 
trade. And in some specific cases, trade can indeed damage 
the environment, as the wro concedes for the first time in a 
forthcoming report obtained by The Economist (see page 93). 
Yet in such cases the right response is to tackle the root cause 
of the environmental damage—and not to stop trade. 


For richer, for cleaner 


All this makes it doubly important to explain why trade gen- 
erally benefits the environment. The reason is that it boosts 
economic growth. As people get richer, they want a cleaner 
environment—and they acquire the means to pay for it. 
Granted, trade can increase the cost of the wrong environ- 
mental policies. If farmers freely pollute rivers, for instance, 
higher agricultural exports will increase pollution. But the so- 
lution to this is not to shut off exports: it is to impose tougher 
environmental laws that make polluters pay. 

Environmentalists retort that free trade itself prevents 
countries from doing this. Producers complain about “unfair” 
competition from countries with laxer standards. This causes 
a race to the bottom, as governments are forced to set lower 
environmental standards for fear of seeing jobs move abroad. 
Yet it is not at all unfair for countries to choose different levels 
of environmental protection—it is, rather, an important part 
of their competitive advantage. 

In any case, the costs to business of environmental laws 
are smaller than is often thought--and they fall over time as 
greener technologies spread. America’s Census Bureau finds 
that even the most polluting industries spend no more than 
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2% of their revenues on abating pollution. 
Moreover, such costs are offset not just. by 
other advantages such as good infrastructure 
or a skilled workforce, but by gains from a 
green reputation. For all the talk of a race to 
the bottom, no governments are rushing to 
lower environmental standards. 

But, greens fret, the wro may still get in 
the way of desirable policies. When America 
banned imports of tuna caught in ways that 
drown dolphins, Mexico protested to the 
GATT, the wTo’s predecessor. More recently, 
America’s ban on shrimp from countries that 
use nets which trap turtles was contested by 
four Asian countries. Both times, America 
was found to be violating world trade law. 

Proof that the wro stops environmental protection? No. 
wro rules decree simply that countries should protect the en- 
vironment in ways that do not discriminate because of the 
way something is produced. This is a valuable principle. The 
big gains from trade stem from taking advantage of countries’ 
differing production methods; to ban such differences would 
create open season for all protectionists. The right way to deal 
with people's desire to eat turtle-friendly shrimp, hormone- 
free beef or whatever is not to impose one country’s values 
on another: it is to label the products appropriately. Consum- 
ers, not governments, can then choose what they eat. 


Green dilemmas 


The trickiest problems over trade and greenery are cases 
when pollution or other damage spills from one country to 
another. American factories cause acid rain that poisons Ca- 
nadian forests; Indian ones pollute the Ganges, ruining rice 
paddies in Bangladesh. Such problems are best resolved by 
making the polluter pay: America should tax sulphur-dioxide 
emissions or compensate Canada for the costs of acid rain. 
But what if America refuses? wro rules stop Canada from im- 
posing trade sanctions on America. 

Global problems, such as ozone depletion or global warm- 
ing, can impinge on trade too. These require global agree- 
ments, yet each country has an incentive to free-ride on oth- 
ers’ efforts. There might even be cases where the threat of 
trade sanctions is needed to enforce such agreements. Yet if a 
country, especially a non-signatory to such a pact, were actu- 
ally hit by sanctions, it would have a strong case at the wro. 

The broad answer remains that such disputes are about 
the environment and not about trade. They do not belong at 
the wro, which has neither the expertise nor the legitimacy to 
adjudicate on them. Asking it to arbitrate undermines its cred- 
ibility, damaging its first priority of enforcing free-trade rules. 

One problem is that the wro is seen as the only game in 
town. Its dispute-settlement mechanism is uniquely binding, 
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LEADERS 


tempting greens to use it to pursue their own aims, in quarrels 
that are not really about trade at all. There is a case for a sepa- 
rate body—call it the World Environment Organisation—to 
tackle such disputes instead. 

In the meantime, governments in Seattle could indeed do 





Islam's pioneer 


Iran’s revolution, 20 years ago, set off a cycle of Islamist radicalism. Now its 
struggle to reform itself is being watched and, perhaps, may even be copied 


S ISLAMIST militancy smoulders or erupts at the edges of 
the Muslim world—most recently in the Caucasus (see 
pages 23-26)—the central flame, which seemed a few years 
ago to be threatening to consume many parts of the Arab 
Middle East, has subsided. All is not yet calm: outcasts in Al- 
geria, beyond the reach of the ceasefire, keep the killing fields 
alive; the security forces in Egypt and elsewhere are vigilant; 
no Arab government is as yet relaxed. But the greatest dangers 
of revolutionary upheaval in the Middle East, most would ac- 
knowledge, have passed. The debate is tentatively turning to 
ways of accommodating non-violent Islamic radicals within 
the system. 

At the same time, Iran, the non-Arab country whose Is- 
lamist revolution 20 years ago was the pilot light for the Arab 
furnace, is going through a second revolution, much quieter 
but hardly less important than the first. Iran’s struggle be- 
tween reform and conservatism is precariously balanced: the 
outcome will determine whether or not a theocratic republic, 
founded on one man’s rigorous vision of the perfect Islamic 
state, can peacefully evolve into a more tolerant regime that 
takes democratic account of the wishes of its citizens. 

Iran is a Shia Muslim country, whereas most of the rest of 
the Muslim world is Sunni. Even so, Muslims the world over 
are again beginning to look to Iran as a pioneer. Believers, 
deeply unhappy with current regimes or rulers, wonder 
about the nature of a state based on Islam. Reform-minded Is- 
lamists—people who believe that government should be 
founded on Islamic law but that the law should be interpret- 
ed in a way that allows the individual considerable freedom 
of choice and expression—discover a model in Iran’s reform- 
ist president, Muhammad Khatami. 

And where else, indeed, can would-be reformers look? 
One established Islamist state, Saudi Arabia, is an autocracy 
bound by a stringent, and often harsh, interpretation of Is- 
lamic law. It is inching forward into the modern world of 
technology and economics, but it cannot yet be said to be en- 
tering those areas of modernism where democracy or free- 
dom can flourish. A new Islamist state, Afghanistan under the 
Taliban, is in an angry ferment of creation, whipping people 
into Islamist line by applying its own exacting and exaggerat- 
ed version of the law. It may mature—even as Iran has—but it 
has a long way to go. 

Iran’s own maturing process is at a crucial stage. By ap- 
pointing liberals to key jobs and by allowing a number of fin- 
icky rules to go unobserved, Mr Khatami has, in his two years 
as president, turned Iran into a more agreeable (though, alas, 
no more prosperous) place for an independent-minded per- 
son to live in. But he is still far from the “civil society” he has 
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much to help the environment. Barriers to trade in environ- 
mental services should be scrapped; so should subsidies to 
polluting energy industries, to farmers and to fishermen. 
Above all, though, if trade is made freer, the world will get 
richer—and that is the surest way to make it cleaner too. 





promised, and the hardline establishment is fighting him, 
with skill, cunning and authority, every trudging step of the 
way. The conservatives’ latest manoeuvre, described on page 
54, is to put a straitjacket on the election next February, which 
had been expected to produce a less hardline parliament. 

The president, under siege, has two powerful weapons on 
his side. The first is public support: he was elected by 70% of 
the voters on his pledge of reform. This is useful, but by no 
means decisive. His second, and indispensable, strength is the 
tacit support of Iran’s supreme leader, Ayatollah Ali Khame- 
nei, who under the constitution has the final say on just about 
anything that matters. The conservatives have tried to appro- 
priate Ayatollah Khamenei for their cause, and he has at 
times allowed himself to be numbered among them. But he 
and the president have discreetly worked as a team, and last 
weekend he expressed his support with unprecedented 
openness, reproaching the hardliners for exploiting religion 
for their political advantage. 

The president, said Ayatollah Khamenei in his Friday ser- 
mon, “is a cleric, he is pious...and he is working for the rebirth 
of Islam.” This statement from on high on Islamic rebirth is 
enormously encouraging to Iran’s reformers, pointing to a 
more enlightened interpretation of Islamic law. But, at the 
same time, the statement underlines the limits to reform. 


The line that must not be crossed 


Islamic Iran can evolve, but it must stay within the confines 
of the Islamic constitution, which gives authority to the clerics 
and absolute authority to the faqih, or senior cleric. Elections, 
reasonably free and fair, are held at national and local level, 
but clerical boards decide who can compete, and the power 
of the elected is circumscribed. Moreover, although certain in- 
dividual liberties are being tentatively encouraged these days, 
there are numerous red lines that cannot be crossed. And the 
most forbidding of all red lines would be an attempt to ques- 
tion the state’s religious framework. 

Judged by high western standards, the civil society that 
Mr Khatami seeks is neither democratic nor free. It would 
take the shock of full-scale violent revolt—a horrible possibili- 
ty that fortunately is in no way probable—for secular Iranians 
to break free of their religious shackles. But the limits on secu- 
larisation do not make the changes that the president and his 
men are pressing on the country any less worthwhile. Basical- 
ly, they are fighting to make Iran a more decent and humane 
place. The point that outsiders—especially those worried 
about Islam—should keep in mind is that, albeit with set- 
backs, they are not doing too badly. 
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Nuts in Brazil 


the Brazilian Supreme Court has dealt a blow not just to fiscal 


iusterity, but also to social justice 


EFORM comes slowly in Brazil, but a crisis can sometimes 

help. Last January, when the country’s currency was in 
ree fall after a disorderly devaluation, Brazil’s Congress at last 
lucked up the courage to approve two overdue reforms, at 
he fifth time of asking by the government of President Fer- 
iando Henrique Cardoso. One was to increase the pension 
contributions paid by the higher-earners among public-sector 
vorkers; the other to deduct contributions from the pensions 
f those who had already retired. Only two among many 
neasures aimed at turning a costly fiscal deficit into a surplus, 
hese laws carried a powerful political message: if Brazil is 
ver to stop being one of the world’s most unequal and unjust 
‘ocieties, it needs to redirect public spending away from privi- 
eged groups, and towards the unprivileged—the more than 
iom of its citizens who live in poverty. 

That message appeared to have been heard. Since Janu- 
wry, 16 of Brazil’s 24 states have approved similar measures. 
3ut all was in vain. On September 30th, the Supreme Court 
uled, in a unanimous judgment, that both these two laws 
and by extension, those of the states) were unconstitutional. 

In the aftermath, the real, Brazil’s currency, fell once again, 
a5 investors worried about the damage to the government's 
austerity programme. This calls for large fiscal surpluses (be- 
‘ore interest payments), and is a condition of a $41.5 billion 
‘mF-led loan that had earlier steadied the currency. It has 
deen the government’s success in meeting its fiscal targets so 
‘ar that has let it slash interest rates, allowing a speedy econ- 
mic recovery from a deep recession. 

To plug the hole of 2.4 billion reais ($1.2 billion) that the 
court’s judgment has thus blown in next year’s public ac- 
counts, officials were searching for new spending cuts and tax 
increases. But the damage does not stop there. 

Nobody likes a wage cut, which is what the increase in 
pension contributions amounted to. And deducting contribu- 
tions from pensioners is indeed an odd idea. But Congress 


Justice should be blind, and universal. That means it should apply to the 


United States as well as other countries 


HE soldiers herded hundreds of frightened men, women 

and children out of their villages and on to the road. 
When the people stopped to rest, planes swooped down to 
bomb and strafe them. Panic-striken, the survivors hid in two 
culverts under a railway bridge. Over the next three days, the 
soldiers repeatedly fired machineguns into the huddled mass 
from both ends of the culvert, killing another 300 villagers. 

Too many such stories have been told this year. However, 
this particular atrocity was not committed by Serbs. It was 
committed by Americans, or so it is said. The incident took 
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was right to approve these measures. They are part of a 
broader goverment effort to reform an abuse-ridden pen- 
sion system and tackle public-sector privilege. The 3.2m Bra- 
zilians who have retired from government jobs—and many 
of them stop working in their 40s or 50s—receive almost half 
of total public spending on pensions (the other half is shared 
among 18m private-sector workers). Last year, the unfunded 
gap between public-sector pension spending and contribu- 
tions reached a huge 35 billion reais (or almost 5% of GDP). 


Down with your laws, up with our pensions 


In all, public spending accounts for over a third of gpr in Bra- 
zil, a high proportion for Latin America. Yet around 80% of 
federal spending is eaten up by wages and pensions (and con- 
stitutionally mandated transfers to lower tiers of gov- 
ernment), leaving precious little to spend on combating pov- 
erty. To his credit, Mr Cardoso has done his best to preserve 
social programmes from the fiscal axe (see page 49). But fur- 
ther measures aimed at enhancing both economic efficiency 
and social equity (including a tax reform, a fiscal-responsibil- 
ity law and further pension changes) have languished in Con- 
gress. In many cases, approval this year looks doubtful. 

Elected to a second term only a year ago, Mr Cardoso is 
now deeply unpopular, because of devaluation and reces- 
sion. The judiciary too is out of favour, because some judges 
have been caught up in corruption scandals. Reform in Brazil 
is falling victim to its president’s diminished authority, and to 
a consequent revival of rapacious corporatism. It is this, rather 
than judicial independence or constitutional zeal, that ex- 
plains the Supreme Court’s pensions judgment. The court’s 
judges had been pressing for higher salaries (which would 
push up other public-sector wages); by their ruling, they have 
just given themselves a rise (but still want another). If social 
spending is now cut, blame neither Mr Cardoso nor the imr, 
but Brazil’s unjust justices and its self-serving Congress. 





place in July 1950, when the United States was fighting to save 
Korea—and the Koreans who died—from communist tyran- 
ny. For years, survivors have sought in vain for an admission 
of responsibility by the American government. But now an 
investigation by the Associated Press has confirmed the survi- 
vors’ account with testimony from old soldiers still haunted 
by their role in the killings, and documents showing that they 
acted under orders. Shamed by the revelations, the Pentagon 
has belatedly ordered its own investigation. 

Although not forgivable, the desire of American officials to 
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ignore the incident is perhaps understandable. It was long 
ago. The United States’ armed forces are now far more assidu- 
ously schooled in the laws of war than they used to be, and 
they pride themselves on avoiding civilian casualties. In 
places like Kosovo, Bosnia and Haiti, the lives of American 
troops are now more often put at risk protecting civilians 
than trying to win all-out wars. 

And yet such a plea of mitigation makes even less com- 
prehensible America’s continuing opposition to what could 
be the single biggest step towards preventing future massa- 
cres—the creation of a permanent international criminal 
court. The United States has lobbied hard against the estab- 
lishment of such a court, even though dozens of countries, in- 
cluding all America’s Nato allies except Turkey, have indicat- 
ed that they will ratify the treaty setting up the court. 


Sovereignty, the new last refuge of a scoundrel 


America has no principled objection to the idea of suprana- 
tional bodies dealing with war crimes. Quite the contrary. It 
was the prime mover behind the international criminal tribu- 
nals for Yugoslavia and Rwanda. It refused to guarantee im- 
munity from prosecution to leaders in the Bosnian conflict 
even to get a peace agreement. Along with Britain and France, 
it supplied information to the Yugoslav tribunal that led to 
the indictment of the Serb leader, Slobodan Milosevic. In an 
effort to bring some belated justice to Cambodia, it has active- 
ly supported the establishment of an international tribunal to 
put Khmer Rouge leaders on trial. 

America clearly believes in building a system of interna- 
tional justice, but on one vital condition: that any such system 





-does not apply to America itself. Its initial enthusiasm for a 


permanent court evaporated when other countries rightly re- 
fused to tie the court’s powers to the veto of the uN Security 
Council, which would have made it a mere political tool of 
the great powers. Since then, America has pleaded that, as the 
sole remaining superpower, its soldiers and officials would be 
the target of politically motivated prosecutions, hampering its 
peacekeeping efforts around the world. 

America’s allies have similar concerns, so they have re- 
stricted the powers of the court’s prosecutor and given the 
court the right to act only if national authorities themselves 
refuse to investigate or punish alleged atrocities. This should 
be enough to allay American fears. But the real objection of 
some officials, and of opponents in Congress, is more funda- 
mental and even less defensible: they cannot tolerate any in- 
fringement of American sovereignty by an international body 
over which the United States does not have direct control. 

Such an absolutist version of sovereignty is rapidly be- 
coming an anachronism. America blew a huge hole through it 
by intervening in Kosovo and bombing Serbia. Its frequent 
denunciations of war crimes and other atrocities abroad, and 
its promotion of internationally enforceable rules in trade 
and arms control are based on the assumption that absolute 
claims to sovereignty are no longer legitimate or useful. 
Judged in this context, America’s opposition to an interna- 
tional court is not only hypocritical, but misconceived. Even a 
superpower would be safer in a world where the rule of inter- 
national law stood some chance of being applied. And the 
sad tale from Korea is a reminder that even Americans some- 
times commit war crimes and then try to cover them up. 








Why the MCI WorldCom takeover of Sprint merits close 


regulatory scrutiny 


HE $115 billion that mcr WorldCom has agreed to pay for 

Sprint, a rival American long-distance telecoms firm, is a 
spectacular sum, albeit in shares rather than cash. Yet even 
world-record-breaking deals no longer seem as exciting as 
they once did. And all too often there is little to show that 
these mergers will, in the long run, benefit shareholders or, 
more important, customers. By these tests, it is hard to be en- 
thusiastic about this latest deal either. 

Recent big mergers in industries from banking to oil have 
been driven partly by an outbreak of me-tooism and a frothy 
and surprisingly uncritical stockmarket. They have also, more 
promisingly, been about an unrelenting search by big firms 
for economies of scale. But it is in telecoms that the action has 
been most frantic. The data revolution triggered by the In- 
ternet and the explosive growth of mobile telephones (see our 
survey in this issue) have made previously dull-seeming utili- 
ties appear the acme of techno-glamour. 

Since the Telecommunications Act of 1996, the telecoms 
map of America has been redrawn. The Baby Bell local phone 
companies, created after the break-up of arar in 1984, have 
all but ceased to exist. In their place stand two supra-regional 
monsters, sBc in the west and Bell Atlantic in the east, which 
have systematically absorbed their neighbours. The only in- 
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dependent Baby Bell left is BellSouth, which entered the bid- 
ding for Sprint with a late offer that mcr WorldCom, with its 
more highly rated shares, was easily able to trump. BellSouth 
may itself now be vulnerable. As for the new-look arar, hav- 
ing floundered in its early attempts to enter local markets, it 
has bought a big chunk of the American cable industry in or- 
der to gain direct access to residential customers—the vital 
“last mile”. And then there is mct WorldCom, which, thanks 
to the deal-making of Bernie Ebbers, its boss, has gone from 
upstart to behemoth in a little over two years. 


Sprint to the finish 


It would be easy to see the acquisition of Sprint as just anoth- 
er mammoth deal, with little effect on competition. Yet to 
view this deal complacently would be a mistake. In two re- 
spects it should raise anti-competitive worries inside the Fed- 
eral Communications Commission (Fcc). The most obvious is 
that, if America’s second and third long-distance operators 
join forces, and there is no significant fourth firm, competi- 
tion may suffer. Mr Ebbers points out that the merged entity 
would still have a smaller market share (just) than arar, that 
it is only a matter of time before the two new “mega-Bells” are 
let into the long-distance market and that new challengers 
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_ such as Qwest are popping up. All that is true. But it may take 

: a few years for the newcomers to get a national presence in 
long-distance—-and the scope for tacit collusion between the 
big two may be worrying. 

Further ahead, the rcc should have another concern. One 
reason for the wave of restructuring in American telecoms is 
the belief that, to achieve customer “stickiness” and generate 
scale economies in such areas as billing, operators need to of- 
fer a bundle of at least four services—long-distance, Internet, 
local and wireless. In Europe, the same trend is visible, as a 
handful of firms such as sr and Deutsche Telekom evolve 
into super-regional carriers. In America, only arar, with its 
cable strategy, and Sprint, with its Integrated On-demand 
Network technology, are on the verge of packaging together 
such a bundle. mcr WorldCom has no wireless service, the 
main reason for its bid for Sprint; and ssc and Bell Atlantic 
have no long-distance presence~-but, one way or another, 
they soon will. The question is whether a potential five com- 
peting integrated operators should be trimmed to only four. 

mci WorldCom is resigned to appeasing regulators in 
America and Europe by disposing of Sprint’s Internet- 


backbone business. At a pinch, Mr Ebbers might even be will- 


No more tests 


A nuclear test-ban treaty is in America’s interests. The Senate should ratify it 


HE promise is to ban nuclear testing for all time. Yet the 

Comprehensive Test-Ban Treaty, concluded in 1996 and 
since signed by more than 150 states (including all five official 
nuclear powers), has still not come into force. It must first be 
ratified by the 44 countries that have nuclear reactors and 
thus theoretically the wherewithal to build a bomb. Trou- 
blingly, among a score of recalcitrants are three of the five vet- 
eran nuclear testers, China, Russia and America (Britain and 
France have ratified it), as well as two newish apprentices, In- 
dia and Pakistan. This week a conclave of treaty-boosters in 
Vienna is attempting to spur on the foot-draggers. But the fate 
of the treaty—and thus of the effort to halt the further spread 
of nuclear weapons—is more likely to be settled next week in 
Washington, where the Republican-dominated Senate is hav- 
ing second thoughts about a test ban. 

Some senators would oppose any arms-control treaty the 
Clinton administration put forward, and are lost to reasoned 
argument. But there are two serious questions that worry gen- 
uine doubters: can America’s nuclear weapons be kept safe 
and effective without explosive tests, and can the promise of 
a comprehensive test ban be comprehensively verified? 

Some opponents of ratification suggest that a ban would 
be tantamount to nuclear disarmament. The robustness of 
America’s nuclear deterrent is certainly crucial, if a test ban is 
to enhance, rather than undermine, stability and security. Nu- 
clear weapons may have gone out of style since the cold war 
ended, but they have not gone out of service. Countries that 
have them—and in a nuclear-knowing world, such weapons 
cannot simply be wished away or disinvented, even though 
their numbers can be greatly reduced over time—need to be 
confident that they will go off if needed, and only if needed. 
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LEADERS 
ing to sell Sprint's long-distance network, if that was the price 
for carrying off Sprint's mobile operation. But an “orphaned” 
long-distance network would do little for competition. 

The Fcc’s chairman, Bill Kennard, is right to have put Mr 
Ebbers on notice that he can expect his deal to be sceptically 
scrutinised. Mr Ebbers is sufficiently worried to have raised 
the spectre of the rapacious foreigner. If he is not allowed to 
buy Sprint, he says it will fall into the hands of Deutsche Tele- 
kom. Yet from a competitive perspective, the German firm 
would be an ideal owner for Sprint, because it has money to 
spend on developing it into a more formidable operator. 

The political odds and the weight of Wall Street expecta- 
tions are, nevertheless, such that it would take a bold rcc to 
stop this deal. And despite the competitive concerns it raises, 
the telecoms business is changing so quickly that it is not clear 
that it should. Instead, the rcc should consider using this 
merger as the basis for a less antagonistic, even if still rigorous, 
relationship with the Bells. What is needed now is a “fast 
track” towards achieving the opening of the local market so as 
to qualify the Bells for offering long-distance service. It would 
involve some compromise on both sides. But at least that 
would be a deal that put the customer first. 


anti abn dnd dai nell 





The easiest way to check that is to set off test explosions. 
Without these, bomb-minders must rely on computer scaling 
and a wider margin for error. But, as the weapons scientists 
themselves agree, advances in computer modelling—an art 
practised in America long before testing ended there seven 
years ago—combined with non-explosive testing and other 
work allowed by the treaty are enough to keep America’s 
weapons safe and effective. 

The test-ban treaty is not a disarmament treaty, but it puts 
a serious crimp in any plans a country might have for fancy 
new weapons designs. And it makes it that much harder for 
nuclear wannabees to get started in the business. Properly 
monitored, it would thus leave America with the most mod- 
ern, safe and effective nuclear arsenal in the world. 

That is why concerns about monitoring cannot be lightly 
dismissed. The job of a test ban is not just to end the mega- 
bangs by the nuclear powers that have punctuated the past 
half-century. It also needs to deter if possible, and catch out if 
necessary, any countries that try to cheat. That is not easy. Be- 
low 5 kilotonnes, a nuclear explosion can be hard to differen- 
tiate from an earthquake; below 1 kilotonne, it can perhaps be 
passed off as a large chemical explosion. 


Safer bound than unbound 


To add to test-ban jitters, some very small nuclear explosions 
claimed by India and Pakistan as part of their series of tests 
last year were not picked up by seismologists abroad (per- 
haps, reassuringly, because they may not in fact have taken 
place). America also worries that Russia could still be carrying 
out such small nuclear explosions, which are banned by the 
treaty, rather than the sub-critical tests that are allowed; 
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LEADERS 


America’s cia admits that its own sensors and monitoring 
equipment cannot be certain of detecting these mini-blasts. 

But that is an argument for the test-ban treaty, not against 
it, since cheats are far more likely to be caught by its global 
network of detection devices, on land, under the sea and in 
the atmosphere. More importantly, activity that causes suspi- 
cion will be investigated on the spot by international agents— 
something that no individual country can do. 

If the Senate rejects or puts off the treaty, it could quickly 


start to unravel, leaving Russia, China and others to pursue 
tests, small or large, without constraint. There will also be oth- 
er dangers. The test-ban promise was part of a wider bargain 
struck four years ago with the non-nuclear states for the in- 
definite extension of the Nuclear Non-Proliferation Treaty. 
Breaking that bargain could only harm efforts, America’s fore- 
most among them, to halt the further spread of nuclear weap- 
ons. The test-ban treaty serves America’s security as much as 
anyone’s. It would be folly to throw it away. 





India’s choice 


A vote for moderation, stability and a better life 


LECTIONS, even when they are freely held and competi- 

tively contested, do not always produce the governments 
that the voters want, and the administration Atal Behari Vaj- 
payee will now try to form in India may well come to disap- 
point the electorate that seems to have narrowly put his 24- 
party coalition into office (see page 33). It has not been a land- 
slide by any means, which suggests that no single message 
has been uppermost in the public mind. Even so, India’s latest 
general election—a slow-motion affair that started on Sep- 
tember 5th and ended only on Sunday—reveals something of 
the preferences of the voters, however unsatisfactory the 
choice of candidates that many of them faced. Indeed, 
though the campaign was mean-spirited and largely free of is- 
sues and ideology, it may be possible to divine the faint out- 
lines of a modest mandate for the incoming government. 

The most prominent feature of this mandate is perhaps 
the desire for moderation. Mr Vajpayee is the standard-bearer 
of the Bharatiya Janata Party (sje), whose roots lie in the 
sometimes-sinister Hindu-nationalist movement. The ByP rose 
to national prominence in the early 1990s on a programme of 
Hindutva—Hinduness—and attracted zealots who wanted to 
tear down Muslim mosques and erect Hindu temples in their 
place, notably at Ayodhya in Uttar Pradesh. But, recognising 
that it could not form a government alone, the pyr fought this 
election as the leader of the 24-party National Democratic Al- 
liance, whose manifesto promised a moratorium on “con- 
tentious” issues such as the building of a temple at Ayodhya. 
Though the yp has not done as well as it had hoped to, its rel- 
ative lack of success had nothing to do with any dilution of its 
Hindu message. 

Incidents of Hindu militancy continue—now directed 
more at Christians than at Muslims—but the campaign 
showed no general appetite for the uglier side of Hindu nat- 
ionalism. It would be tragic if the sjer ignored that. Indeed, Mr 
Vajpayee’s first duty now is to respect India’s secular tradi- 
tions and to ensure that no firebrands seek to strengthen the 
party's Hindu line and thus excite communal passions. 

Perhaps allied to the broadly tolerant mood in domestic 
affairs was a marked diminution during the campaign of the 
nationalist fervour whipped up a few months ago when Paki- 
stani infiltrators succeeded in capturing some windswept 
mountain-tops in Kashmir. Pakistan’s subsequent retreat cer- 
tainly puffed out Indian chests; and, since the episode came 
little more than a year after Mr Vajpayee’s previous gov- 
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ernment had cast aside years of restraint and openly conduct- 
ed a series of nuclear tests, the sje proudly trumpeted its 
claims to have made India a power to reckon with. At first, it 
seemed that the voters would be impressed. In the event, 
however, they appear to have been more concerned about 
blocked drains, pitted roads, absent schoolteachers, scarce 
jobs and predatory officials. 

If these and less local problems are to diminish, the next 
government must be given the time to tackle them, which its 
predecessors were not: the new government will be India’s 
sixth in less than four years. The call to go to the polls—the 
country has had three general elections in the same period, as 
well as ballots in many states—is becoming a tediously and 
expensively frequent occurrence for Indians, many of whom 
are showing their disapproval, or lack of interest, by abstain- 
ing. They appear content with coalition government, but not 
with instability. In Tamil Nadu, certainly, the voters showed 
no gratitude to the party of Jayaram Jayalalitha, the former 
film star whose withdrawal of support for the previous gov- 
ernment precipitated its collapse in April. 


Oh, for growth 


What the voters would like, no doubt, would be better living 
standards, and they should be able to have them. Both the pyr 
and Congress said in the campaign that they wanted to see 
India’s economy expand by 7-8% a year, which would be an 
improvement on the current 5-6%, never mind the traditional 
3%. Here then was a common commitment backed, wittingly 
or not, by a large majority of the voters. One piece of welcome 
news came from the state of Andhra Pradesh, where the pro- 
enterprise chief minister, Chandrababu Naidu, was re- 
elected. He is one of the few leading politicians who under- 
stands the connection between efficiency and development.. 
Unfortunately, not everyone agrees about how to achieve 
growth, though the sjer, despite its traditional belief in self- 
reliance (swadeshi), may be better disposed to opening up the 
economy than a communist-dependent Congress govern- 
ment would have been. If it does boost foreign investment, 
and at the same time manages to privatise, deregulate and 
generally cut red tape, this election may come to be judged 
more successful than anyone dared to hope. In any event, de- 
spite the lack of clear choices, the voters have shown their 
preferences. The politicians had better not let them down. 
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RUSSIA AND ISLAM 





Chaos in the Caucasus 


No, the fighting in the Caucasus is not evidence of a “clash of civilisations” 


between the Islamic world and other geopolitical blocks 


T LEAST until recently, the main enemy 

of Islamic terrorism seemed to be the 
United States. However diverse and quarrel- 
some its practitioners, they knew what they 
hated most: the global policeman whom 
they accused of propping up Israel, starving 
the Iraqis and undermining the Muslim way 
of life with an insidiously attractive culture. 

Anti-Americanism, after all, has been a 
common thread in a series of spectacular 
acts of violence over the past decade. They 
include the bombing of the World Trade 
Centre in New York in February 1993; the ex- 
plosion that killed 19 American soldiers at a 
base in Saudi Arabia in June 1996; and the 
deadly blasts at the American embassies in 
Kenya and Tanzania in August 1998. 

In many of the more recent attacks it has 
suffered, the United States has discerned the 
hand of Osama bin Laden, the Saudi-born 
co-ordinator of an international network of 
militant Muslims. In February last year, he 
and his sympathisers in Egypt, Pakistan and 
Bangladesh issued a statement declaring 
that “to kill the Americans and their allies- 
civilian and military—is an individual duty 
for every Muslim who can do it.” Such 
blood-curdling talk was inevitably seized on 
by believers in the “clash of civilisations” de- 
scribed by Samuel Huntington, a Harvard 
professor who said in 1993 that cultural or re- 
ligious fault-lines were the most likely source 
of conflict in the post-cold-war world. 

Now, it might appear, Russia’s turn has 
come to do battle on a new front in this 
many-sided conflict. The Russian govern- 
ment has blamed terrorists from the coun- 
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try’s Muslim south fora series of bomb blasts 
in Moscow and other cities which have 
claimed over 300 lives. And it has launched a 
broadening land and air attack against the 
mainly Muslim republic of Chechnya, 
where the terrorists are alleged to originate. 

In their more strident moments, officials 
and newspaper columnists in Moscow say 
that Russia is in the forefront of a fight be- 
tween “civilisation and barbarism” and is 
therefore entitled to western understanding. 
“We face a common enemy, international 
terrorism,” Russia’s prime minister, Vladimir 
Putin, told President Bill Clinton last month. 
As evidence that anti-Russian and anti- 
American guerrillas have at least one com- 
mon source, officials in Moscow have point- 
ed to the alleged involvement of Mr bin Lad- 
en and his fighters, both in the Caucasus and 
in the urban bombing campaign. 

In most of their comments, President Bo- 
ris Yeltsin and his lieutenants have been 
careful to distinguish between their current 
adversaries and Muslims in general. “Terro- 
rists are an enemy with no faith or national- 
ity,” Mr Yeltsin has said. Russian diplomats 
are stressing the support they have received 
from many Muslim govemments—particu- 
larly Iran’s, which is seen in Moscow as an 
important strategic partner and counter- 
weight to western influence in the Caspian. 

Whereas western countries have chided 
Russia (mildly) for its military operation 
against Chechnya, Iran has been much more 
supportive. Kamal Kharrazi, Iran’s foreign 
minister, has promised “effective collabora- 
tion” with the Kremlin against what he has 


described as terrorists bent on destabilising 
Russia. Russia, for its part, has thanked Iran 
for using its chairmanship of the Organisa- 
tion of the Islamic Conference to present the 
Russian case. 

Perhaps because of Russia’s friendship 
with certain parts of the Muslim world, Mr 
Putin has firmly rejected the view that the 
“bandits” Russia is now fighting could prop- 
erly be described as Islamic. “They are inter- 
national terrorists, most of them mercenar- 
ies, who cover themselves in religious 
slogans,” he insists. 

But ordinary Muslims in the Moscow 
street—whether they are of Caucasian ori- 
gin, or from the Tatar or Bashkir nations 
based in central Russia—fear a general back- 
lash. “Politicians and the mass media are 
equating us, the Muslim faithful, with 
armed groups,” complains Ravil Gainutdin, 
Russia’s senior mufti. Patriarch Alexy II, the 
head of the Russian Orthodox church, has 
been urging his flock not to blame their 18m 
Muslim compatriots for the recent violence. 
“Russian Christians and Muslims tradition- 
ally live in peace,” he has reminded them. 
His senior bishops—probably with a nod of 
encouragement from Russian officialdom— 
are engaged in a set-piece theological dia- 
logue with Iran’s spiritual leaders. 


Clash, or conspiracy? 
But even if Russia’s southern war is not yet a 
“clash of civilisations”, might it soon become 
one? And if so, would that bring Russia closer 
to the West, or push it farther away? 

Islam is certainly one element in the cri- 
sis looming on Russia’s southern rim, but it is 
by no means the only one. The latest flare-up 
began in August in the wild border country 
between Chechnya—which has been virtu- 
ally independent since Russian troops were 
forced out, after two years of brutal war, in 
1996—and Dagestan, a ramshackle, multi- 
ethnic republic where a pro-Russian govern- 
ment has been steadily losing control. 

Two factors came together to set the 
scene for conflict. One was the long-running 
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feud between Aslan Maskhadov, Chech- 
nya’s elected president, and Shamil Basaev, a 
younger and more militant figure with a his- 
tory of involvement in spectacular acts of vi- 
olence. The other factor was the emergence, 
in the morass of lawlessness and poverty 
that has engulfed both republics, of a new 
and more zealous form of Islam, mainly im- 
ported from Saudi Arabia. 

A few weeks ago, Mr Basaev and his mili- 
tant Dagestani friends (who, at least so far, 
have been a small, unpopular minority 
among their compatriots) proclaimed a sort 
of mini-state inside Dagestan. They spoke of 
creating a Russia-free zone stretching at least 
from Chechnya to the Caspian Sea. In its big- 
gest show of force for three years, the Rus- 
sian high command blasted the rebels with 





fighter-bombers and artillery. By early Sep- 
tember, it claimed to have forced them to re- 
treat from Dagestan into Chechnya. 

The story took an entirely new turn with 
a series of bomb attacks in Russian cities in 
September. The worst, on September 13th, 
claimed 119 lives. The authorities were quick 
to blame the explosions on Chechen terro- 
rists, though they did not provide evidence, 
and Chechen leaders denied involvement. 

Many people in Russia did not need any 
evidence; the government's allegations sim- 
ply confirmed the anti-Chechen, and gener- 
ally anti-Caucasian, prejudice they already 
harboured. Other Russians take a more cyni- 
cal view. They believe the bomb attacks are 
somehow related to the power struggle rag- 
ing in Moscow as the “courtiers” of President 





MOSCOW 


OFAR, the Russians have had the easiest 
| part of their new war against Chech- 
| nya. Since the ground offensive started on 
October ist, the Kremlin’s forces, some 
| 30,000 strong, have moved from the neigh- 
| bouring republics of Dagestan and Ingush- 
etia, and from Russia’s Stavropol region, to 
seize the most accessible and least-de- 
fended part of Chechnya, its northern 
third. The Russians have also shown their 
ability to bomb civilian and economic tar- 
gets (such as oil refineries) in the capital 
Grozny at will. These achievements are not 
surprising, given Russia’s huge superiority 
in men, armour and aircraft. 

The big question is what happens next. 
Russia’s first claim, to be establishing just a 
buffer zone, seems not to be the full story. 
| By mid-week, Russian forces had taken up 

positions along the Terek river, and some 
were within artillery range of Grozny. Buta 
Russian attempt to stop the war by declar- 
| ing victory now would not work. It would 
give the Chechens a chance to regroup and 
harry the occupying soldiers. That in effect 
would repeat the history of the 1994-96 
war, when Russian soldiers bloodily con- 
quered Chechnya, only to see guerrillas 
stealthily retake the country once victory 
had been declared. 

Pushing the offensive further--which 
Russian officials do not exclude—looks un- 
attractive too. The Chechens are already 
celebrating the shooting down of at least 
two Russian aircraft, and claim to have de- 
stroyed half a dozen armoured vehicles 
and captured several Russian soldiers, Rus- 
sia says only two of its men have been 
killed, and 22 wounded. Even if true—and 
the Chechens claim to have killed dozens 
of Russians—that total would rise sharply 
should the fighting become hand-to-hand 
in Chechnya’s towns, let alone mountain 





Yeltsin try to cling to their power and privi- 
lege in the face of looming electoral defeat. 
Even those who believe that Chechens, 
and only Chechens, are responsible for the 
bombs have had their faith tested at times. 
In the town of Ryazan, the security services 
were caught virtually red-handed after plac- 
ing a quantity of explosives in an apartment 
building. They claimed it was part of an exer- 
cise to “test the readiness” of the population. 
Such incidents are grist to the mill of 
Moscow’s conspiracy theorists. Some be- 
lieve that the bombs were indeed the work 
of Chechen extremists, but insist that the 
fighting in the south is mainly the result of 
Russian provocation; some say it is the other 
way round. Whatever the truth, the crisis has 
certainly played into the hands of the most 





warfare. In that sort of conflict, the gritty 
Chechens excel. The riskiest part of Russia’s 
immediate plan will be toestablish control 
over Chechnya’s border with Georgia. This 
has yet to begin. 

Both sides seem to think time is on 
their side. Russia is backing up its military 
offensive with economic warfare—for ex- 
ample, by cutting back gas and electricity 
supplies. It has also indicated that it will re- 
settle refugees in the Russian-controlled 
sector of Chechnya, whether or not they 
came from there originally. This zone will 
presumably be well supplied with energy 
and utilities, to make the point that life un- 
der Russia is better. 

On the Chechen side, internal squab- 
bles have been set aside. Shamil Basaev, the 
best-known Chechen warlord, has sarcas- 
tically said he is “very grateful” to Russia 
for creating a new sense of unity among his 
people. His erstwhile rival, President Aslan 
Maskhadov, has called on Chechnya’s reli- 
gious leaders to rally the nation to holy war, 
“to defend the [country’s] sovereignty and 
integrity in the name of Allah the benevo- 
lent and merciful.” Martial law has been 
declared in Grozny, although it is not clear 


gi 
| 
who will enforce it. | 

Over the next few months, it is likely | 
that the combination of winter and Rus- 
sia’s endemic military disorganisation will 
hurt the invading forces more than the de- 
fenders, although the greatest misery is 
now borne by the 120,000 refugees. 

So far there is no sign ofa political com- 
promise between Russia and Chechnya’s 
leadership. Russia has dusted down the 
collaborationist Chechen parliament 
which it used in the previous war, and 
partly withdrawn its grudging recognition 
of the Chechen government and president. 
The Russian side has so far provided no ev- 
idence of the terrorist training camps that 
the war is meant to destroy. 

The most worrying thought is that the 
war may be a prelude to a wider conflict. | 
Russia has denied Azerbaijani claims that | 
its air force bombed a village in Azerbaijan | 
on October ist, although it has admitted | 
bombing villages in Georgia last month, 
and has increased the number of soldiers 
based there. Russia has warned Azerbaijan 
not toallow aid toChechnya tocross its ter- 
ritory. In Shia Muslim (but not very devout) 
Azerbaijan, and in Orthodox Christian 
Georgia, people are united in hoping | 
against hope that their hard-won modi- 
cum of stability, and independence from 
Russia, are not about to be forfeited. 
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Calling all Chechens: Commander Basaev 


hardline elements in Russia’s leadership. But 
there are also signs that people from outside 
Russia have been stirring the pot. 

Mark Galeotti, a British lecturer on Rus- 
sia’s armed forces, says there is evidence that 
Mr bin Laden, while not the instigator of the 
urban bombing campaign, has offered fi- 
nancial help to its perpetrators. And fighters 
under the influence of Mr bin Laden have 
certainly been active in Chechnya and Da- 
gestan—though their presence is probably 
not the main reason why war is raging now. 

With or without some mischief-making 
by dark forces in Moscow, Russia would 
have a problem in the northern Caucasus. 
Hostility between Russians and Chechens 
goes back to the north Caucasian wars of the 
19th century, when the tsar’s forces took 
more than 50 years to bring the Chechens 
under control. As well as strong family loyal- 
ties, part of the glue that held the Chechens 
and other north Caucasian people together 
was Sufism, the mystical strand of Islam. 

Although Sufism is often associated with 
contemplation, among the proud mountain 
clans of Chechnya and Dagestan it acquired 
a strongly anti-Russian flavour. The Sufi 
sheikhs, or holy men, preached that a true 
Muslim could not tolerate the rule of foreign 
infidels. There were two acceptable forms of 
jihad, or holy war. A Muslim could serve Al- 
lah as a fighter or as a scholar. The Chechens 
became famous for their warrior prowess, 
the Dagestanis for their Koranic learning. 

The Bolshevik revolution of 1917 prom- 
ised to liberate all the subject peoples of the 
tsarist empire. As civil war loomed, Lenin 
and Stalin made a cynical bid for Muslim 
support by promising the creation of semi- 
independent Islamic states in Russia and 
Central Asia, saying: “All you whose 
mosques and houses of prayer have been 
destroyed, whose beliefs and customs have 
been flouted by the tsars and the oppressors 
of Russia—from now on your beliefs and 
customs, your national and cultural institu- 
tions are free and inviolable.” 

The reality of Soviet rule was, of course, 
very different. Periods of repression alternat- 
ed with periods of relative toleration, but re- 
pression was the norm. In 1944, the Che- 
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chens (along with seven other ethnic 
groups) were deported en masse to 
Kazakhstan as part of Stalin’s policy 
of punishing “untrustworthy” ethnic 
groups. But Chechen culture, in par- 
ticular, proved remarkably hard to 
destroy. 

By the 1980s, there were estimated 
to be 50m Soviet citizens of Muslim 
ancestry. For most of them, Soviet rule 
had had a powerful secularising ef- 
fect. Out of cultural habit, many still 
circumcised their baby boys and bur- 
ied their dead according to Muslim 
custom. But the closure of all but a 
handful of mosques, and the virtual 
end of religious education, meant that 
knowledge of Islam had nearly evaporated. 

Among the few places in the Soviet 
Union where Islam remained fairly strong 
was the northern Caucasus. The Sufi tradi- 
tion was well able to survive in semi-clan- 
destine conditions. Even without mosques, 
the Chechens were able to go on venerating 
the memory of their local sheikhs and per- 
forming traditional dances and chants. 
Anna Zelkina, a Russian expert on Islam, 
says the KGB knew a lot about the Sufi broth- 
erhoods, but found Sufism too deeply rooted 
to be eradicated. 


Enter the Wahhabis 


Since the collapse of the Soviet Union in 1991, 
the Sufi tradition has faced a challenge of a 
very different type. Emissaries from the Arab 
world, especially Saudi Arabia, have flooded 
into the Caucasus and Central Asia, seeing 
an opportunity in the spiritual and econ- 
omic wasteland left by Marxist ideology. 

Financed by Saudi petrodollars, these 
preachers have begun propagating a new 
form of Islam, which has become known 
(through a slight over-simplification) as 
Wahhabism: in other words, the austere 
form of Islam dominant in Saudi Arabia. The 
new version of Islam strives to be as close as 
possible to the faith’s 1,400-year-old roots. It 
opposes the secularism of Russian life. Its 
universalising message aims to transcend 
ethnic and linguistic barriers, and it has no 
place for the local cults of Sufism. 

Many Chechens and Dagestanis find the 
new form of Islam alien and uncomfortable, 
and some actively oppose it. It 
has caused division, and even 
violence, within families. But 
by building mosques and es- 
tablishing scholarships, the 
Wahhabis have won a follow- 
ing, especially among the 
young—often impatient with 
what they see as a corrupt offi- 
cial religious establishment 
left over from Soviet times. 
Moreover, in the confusion of 
post-Soviet Russia, the new 
creed offers disillusioned and 
unemployed young men 


Khattab (centre): an “Afghani” in the Caucasus 


RUSSIA AND ISLAM 


money and weapons and a sense of purpose 
which they cannot find anywhere else. 

“For the disenchanted,” writes Nabi 
Abdullaev, a journalist based in Makhach- 
kala, the Dagestani capital, “Wahhabism has 
become a spiritual refuge.” At first, the Wah- 
habis acted peacefully. They took over a few 
villages in Dagestan and established new 
communities where their strict interpreta- 
tion of Islam was followed. But they gradu- 
ally began to arm themselves and set up 
semi-autonomous enclaves where they en- 
forced the sharia (Islamic law). 

They claimed they needed weapons for 
self-defence because of harassment by the 
police and the local authorities. But local of- 
ficials became convinced they were danger- 
ous foreign-backed fanatics. In 1997, the Da- 
gestani authorities outlawed “Wahhabism” 
and a number of the movement's leaders 
were arrested. Some escaped, with or with- 
out their followers, into neighbouring 
Chechnya. With its long tradition of warrior 
prowess, Chechnya became the military 
base of the “new Islam”, and Mr Basaev its 
military leader. 

A daredevil hijacker and hostage-taker, 
Mr Basaev took part in the Russian-backed 
war against Georgia in 1992-93, and then 
fought ruthlessly against Russia in the Che- 
chen war of 1994-96. Trained in the Soviet 
army, he now says his life's mission is to 
wage holy war against Russia and avenge its 
crimes against his people. He is not himself a 
Wahhabi, but he seems to have decided that 
the new Muslims would make useful re- 
cruits for his jihad, even though he does not 
share their extreme puritanism. 

Mr Basaev is both a Muslim and a Che- 
chen patriot; the two qualities are insepara- 
ble. But despite his bushy beard and talk of 
holy wars, he does not quite correspond to 
the image of a single-minded fundamental- 
ist. His heroes, after all, include Garibaldi 
and Abraham Lincoln. There is, however, 
another member of the Basaev camp who 
comes closer to fitting the bill: a young Arab 
fighter known as Khattab, whose trademark 
isa mane of long black hair. 

Educated in Saudi Arabia, Khattab 
fought the Russians in Afghanistan before 
settling in Chechnya. In other words, he is 
one of the “Afghanis’”—the 15,000 or so vol- 
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RUSSIA AND ISLAM 


unteers from all over the Middle East (partic- 
ularly Saudi Arabia, Yemen, Egypt and Alge- 
ria) who did battle, with strong American 
support, against the Soviet occupiers of Af- 
ghanistan. Since the war ended, these fight- 
ers have returned to their homelands, or 
moved to other countries, in search of new 
Islamist causes to fight. 

It is the existence of the Afghanis (of 
whom the most notorious is Mr bin Laden 
himself ) which helps to explain why Russia 
regards its own Islamic adversaries as Fran- 
kensteinian monsters created by western 
governments and their friends in Saudi Ara- 
bia and Pakistan. The Afghani connection 
also helps to explain why Russia and Iran see 
eye-to-eye on the question of Islamist vio- 
lence. As well as loathing the West and all its 
works, some of the Afghanis—as zealous 
practitioners of Sunni Islam—are sworn ene- 
mies of the Shia Muslim faith, of which Iran 
is the main bastion. 

Ramzi Youzef, the Afghani (and protégé 
of Mr bin Laden) who was convicted of 
bombing the World Trade Centre, has also 
been linked with the June 1994 bombing of a 
Shia holy place in Iran. From Iran’s point of 
view, both the Afghanis and the Taliban 
movement that now controls most of Af- 
ghanistan are manifestations of the Sunni 
fundamentalism that has been called into 
existence by the United States and its friends. 

Iran has always been resentful of Ameri- 
ca’s connections with Saudi Arabia and Paki- 
stan, even though its own relations with 
those two countries have been improving. 
Russia sympathises, to put it mildly, with 
that resentment. America, for its part, is high- 
ly suspicious of Russia’s friendship with Iran. 


The many faces of Islam 


If there is a geopolitical stand-off involving 
Russia, America and the Islamic world, it is 
nota simple triangle. If anything, Russia and 
America have each identified different bits 
of the Islamic world as friends, and each is 
suspicious of the other’s partnerships. 

Although Russian diplomacy has been 
quite adept at manipulating the geopolitical 
divisions within the Muslim world, there is a 
real possibility that its own clumsiness and 
brutality could create a Muslim enemy with- 
in its borders, as well as alienating Muslims 
farther afield. Already, the Kremlin’s heavy- 
handedness has galvanised the Chechens to 
mobilise for a new war against Russia. The 
neighbouring Ingush people, related to the 
Chechens but hitherto willing to accept Rus- 
sian authority, may now be drawn into the 
conflict—along with at least four or five oth- 
er north Caucasian peoples who have until 
now been content to let Russia run their af- 
fairs. 

If Russia found itself at war with half a 
dozen Muslim peoples in the Caucasus, the 
effects would certainly be felt in places far- 
ther north, such as Tatarstan. Tatarstan’s 
leader, Mintimer Shaimiev, has trodden a 
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careful line beween co-operation with the 
Kremlin and indulging the anti-Slavic feel- 
ings of local Tatar nationalists and Muslims. 
In recent days, he has insisted that no con- 
scripts from his republic will fight Russia’s 
war in the Caucasus. 

But if some sort of common Muslim 
front ever emerges in Russia, resentment of 
Moscow will be the only factor that holds it 
together. In the Caucasus and elsewhere, 
Muslims are fragmented; there is not even a 
united or coherent Wahhabi movement. 

Nor is there any natural unity between 
Chechnya and Dagestan. Chechnya (a bit 
smaller than Wales) is ethnically homoge- 
neous. Dagestan (the size of Scotland) is a 
mosaic of 34 distinct ethnic groups. The two 
also differ over their relations with Russia. 
The Chechens still feel the scars of their last 
war with the Russians, and so the secession- 
ist impulse is much stronger than in Dage- 
stan, which has little sense of a common na- 
tional identity and is economically heavily 
dependenton Russia. 

Norisit inevitable that Islamic militancy 
in the northern Caucasus and in other parts 
of the Muslim world will reinforce one an- 
other. Rather than being proof that political 
Islam is spreading, the fighting in the Cauca- 
sus is a reminder that Islam exists in many 
different forms. In the heartland of the Mus- 
lim world, the Middle East, the wave of Is- 
lamic militancy appears to be receding. In 
the early 1980s, the years immediately after 
the Iranian revolution, the Arab countries 
and Turkey felt themselves most vulnerable 
to political Islam. 

Those expectations are now subsiding. 
Egypt, Tunisia, Saudi Arabia—all countries 
that experienced serious Islamic opposi- 
tion—have survived, bruised but intact. 
Even Algeria, where Islamism took the most 
violent form and was suppressed with par- 





A time to dance: independence celebrations in Chechnya 





ticular harshness, seems to have entered a 
more hopeful phase. 

Olivier Roy, a French expert on Islamic 
movements, believes that the phenomenon 
has moved from the centre to the periph- 
ery—from the Middle East to the fringes of 
the Muslim world. In the Middle East, the 
main promoter of political Islam (the Iranian 
revolution) came in 1979, so the movements 
which imitated the Iranian experience have 
had two decades to play themselves out. 

In the Caucasus and Central Asia, as in 
former Yugoslavia, the moment of opportu- 
nity for political Islam came a decade or so 
later, with the collapse of communism, and 
so the new Islamic movements are younger 
and still developing. They are a powerful 
and potentially destabilising force, but they 
are no more destined to win power than 
their equivalents elsewhere. 

There is, however, a form of “peripheral” 
Islam which ought to be giving Russian poli- 
cymakers food for thought: the impressive 
strength of the Muslim faith, sometimes ac- 
companied by political radicalism, in west- 
erm cities that lie thousands of miles from the 
heartlands of Islam. From Detroit to Lyons, 
young Muslims have been rediscovering 
their beliefs and identity—often asa reaction 
against the poverty, racism and (as they 
would see it) sterile secularism of the societ- 
ies around them. This phenomenon owes 
nothing to geopolitical calculation, or to the 
policies of any government, either western 
or Middle Eastern; nor can it be restrained by 
government action. If radical forms of Islam 
can flourish in places like Glasgow and 
Frankfurt, there is no reason why they can- 
not do so in Moscow and Murmansk—par- 
ticularly if the Russian government seems to 
be fighting a brutal, pointless war at the oth- 
erend of the country. 
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The ruling Hindu pyp-led alli- 
ance narrowly won India’s 
third general election in 3'2 
years. The prime minister, Atal 
Behari Vajpayee, and Sonia 
Gandhi, the Congress party 
leader, won their own seats. 
Small parties did well. 


The prime minister of Japan, 
Keizo Obuchi, promised to im- 
prove safety standards in the 
country’s nuclear plants 
after it became known that 
workers in Tokaimura, where 
49 people were exposed to ra- 
diation last week, had not fol- 
lowed safety procedures. In 
South Korea 22 workers at a 
nuclear power plant were also 
exposed to radiation after a 
leak of radioactive water. 


Bishop Carlos Belo returned to 
East Timor, but over 200,000 
other refugees were said to be 
in camps on the west of the 
island. The Indonesian govern- 
ment said it would allow 
them back, and President 

B.J. Habibie told the army to 
pursue democratic reforms. 


Far-right turn 


Austria's far-right Freedom 
Party, whose leader, Jorg 
Haider, has praised Hitler, 
came second in a general elec- 
tion, with 27% of the vote, be- 
hind the Social Democrats 
with 33% and a shade ahead 
of the conservative People’s 
Party. The ruling coalition of 
Social Democrats and the Peo- 
ple’s Party seemed likely to 
break, but it was unclear 
whether the conservatives 
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would let Mr Haider’s party 
join them in government. 


Russian forces entered parts of 
Chechnya, taking about a 
third of the territory and send- 
ing troops to within 2okm of 
the capital, Grozny. The re- 
public’s president, Aslan Mas- 
khadov, called for a holy war. 
Some 120,000 refugees fled to 
Ingushetia, a neighbouring re- 
public within Russia. 


Two rush-hour trains collided 
outside London’s Paddington 
station killing over 70 people. 
It was the worst accident on 
Britain’s railways since 
1957, and the second fatal 
crash on the same stretch of 
line in just over two years. 


A leader of Serbia's opposi- 
tion, Vuk Draskovic, survived 
a car crash in which four col- 
leagues died. He accused the 
government of trying to kill 
him. Demonstrations against 
the regime continued, without 
seeming yet to threaten it. 
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Some 25,000 French bosses 
held a rally in Paris against the 
imposition, from next January, 
of a 35-hour working week. In 
a debate on the law’s details, 
many left-wingers in the Na- 
tional Assembly said that the 
Socialist-led government was 
being too timid. 


The French government re- 
fused to join other eu coun- 
tries in lifting a ban on Brit- 
ish beef, saying that it was 
still worried about sse, or 
mad-cow disease. The Europe- 
an Commission told it to pro- 
vide scientific evidence for its 
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fears or lift the ban, otherwise 
it would face legal action. 


Plans for an independent 
food safety agency for Eu- 
rope were announced by the 
president of the European 
Commission, Romano Prodi. 


Pass over Israel 


Israel and the Palestinians 
signed an agreement to open a 
safe passage between the 
West Bank and Gaza. This will 
at last enable Palestinians to 
drive across Israel from one of 
their territories to the other, 
though they will still be sub- 
ject to stringent security. 


Hosni Mubarak began his 
fourth six-year term as Egypt's 
president by replacing his 
prime minister, Kamal Gan- 
zouri, with an economist, Atef 
Obeid, who headed Egypt's 
privatisation programme. 


Foday Sankoh and Johnnie 
Paul Koroma, Sierra Leone’s 
rebel leaders, returned to 
the country to take part in a 
power-sharing government. 
They asked Sierra Leoneans to 
forgive and forget: quite a re- 
quest, given the scale of atroc- 
ities in the civil war. 


De Beers, which manages the 
diamond cartel, said that in 
the interests of peace it would 
no longer buy diamonds from 
Angola. 


Wouter Basson, a cardiologist 
sometimes known as Doctor 
Death, went on trial in South 
Africa charged with 67 crimes 
including 16 murders. He alleg- 
edly developed and used germ 
and chemical warfare for the 
apartheid government. 


Court in session 


America’s Supreme Court 
began a new session with a 
spirited debate on a case on 
campaign spending, and on 
the right of federal judges to 


| 30,000 times as far from the 





courts in death-penalty cases. 
But it refused to hear a case 
from Arizona that might have 
allowed it to rule on whether 
state and local governments 
might give specific tax credits 
for children wanting to attend 
church schools. 


According to the Census Bu- 
reau, the number of Ameri- 

cans lacking health insur- 
ance is still rising, reaching 

44m last year. 





The popularity of Jesse Ven- 
tura, Minnesota’s exotic gov- 
ernor, fell 19 points in his 
home state after he described 
organised religion as a “sham” 
for “weak-minded people”, 
laughed at fat people, and re- 
ferred to himself as a king, in 
an interview in Playboy. 


Brazil’s currency slipped while 
officials debated emergency 
budgetary measures in the 
aftermath of a Supreme Court 
decision overturning two laws 
raising pension contributions 
for public employees. 


Nature dealt blows to several 
Latin American countries: 
floods were reported to have 
killed over 130 people in Mexi- 
co, 62 in Central America and 
at least 17 in Colombia. In Ec- 
uador, a volcano spewed ash 
over Quito, the capital. 


John Murray, an astronomer 
at Britain's Open University, 
claimed he had found evi- 
dence of another planet orbit- 
ing the Sun. The new planet, 
if genuine, would be about 


Sun as the Earth is. 
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Final Sprint 


MCI WorldCom, America’s 
second-largest long-distance 
telecoms carrier, won a bid- 
ding battle for Sprint, the 
third-largest, by offering $115 
billion. Regulators growled 
about the effect on telecoms 
competition. 


France Telecom and Deut- 
sche Telekom, which had 
been in a three-way alliance 
with Sprint, in which both 
owned about 10% of the com- 
pany, opposed mci World- 
Coms bid even though they 
profited mightily from the 
high price paid. France Tele- 
com tackled Deutsche Telekom 


| on its home turf, paying €1.7 


billion ($1.8 billion) for Voda- 
fone AirTouch’s 17% stake in 
E-Plus, Germany’s third-larg- 
est mobile-phone operator. 
And Deutsche Telekom bought 
35% of Telecom Croatia. 


AT&T, still America’s leading 
long-distance carrier, an- 
nounced a joint venture with 
Dobson Communications 
to buy American Cellular for 
$2.3 billion. The company has 
398,000 subscribers in the east- 
ern United States. 


Worldwide merger activity 
in the first three quarters of 
1999 leapt by 16% over the 
same period last year, to a 
new high of $2.2 trillion, ac- 
cording to Thomson Financial 
Securities Data. In the latest 
quarter, most involved Euro- 
pean firms. 


American radio is another in- 
dustry in the grip of consoli- 
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dation. The field is soon to 
gain a clear market leader 
with the acquisition of 
AMEM by Clear Channel 
Communications for $168 
billion. Clear Channel will 
now control 835 stations scat- 
tered across the country. 
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Tabacalera, : a Spanish tobac- 
co company, and France’s Sei- 
ta agreed a merger to create 
the world’s fourth-largest to- 
bacco group (fifth in cigarette 
sales alone) with a market 
capitalisation of around €6.7 
billion ($7.2 billion}. The new 
company, to be called Altadis, 
will be the world leader in ci- 
gars, with 25% of the market. 





Flying low 


Shares in British Airways 
dropped sharply when ana- 
lysts raised their forecast of 
losses for the year to as much 
as £200m ($331m). The shares 
have fallen by more than half 
since July 1998. 


The Internet's labour-saving 
potential improved after Er- 
icsson, a Swedish telecoms 
equipment maker, and Elec- 
trolux, the world’s largest do- 
mestic appliance maker, an- 
nounced a joint venture to 
connect Electrolux’s refrigera- 
tors and the like to informa- 
tion and service providers on 
the Internet. 


Travelocity.com announced 
a merger with Preview 
Travel to create the world’s 
largest online travel agent with 
a value of approximately $1.1 
billion. The new company also 
entered into a five-year $200m 





BUSINESS THIS WEEK 


deal with America Online to 
provide services to all AOL 


| properties. 


Wal-Mart, America’s (and 
the world’s) largest retailer, re- 
ported total sales in Septem- 
ber up by 26% over the same 
period last year, partly as a re- 
sult of its acquisition of Brit- 
ain’s Asda supermarket chain 
earlier this year. Wal-Mart also 
announced further expansion 
plans: more stores in America 
and abroad, and improved 
American distribution. 


United Biscuits, makers of 
such British teatime favourites 
as Jaffa Cakes, announced 
that it was in talks about auc- 
tioning the company for 
around £13 billion ($2.2 bil- 
lion). It rejected a £600m bid 
from management to buy 113 
frozen and chilled foods and 
snacks divisions. 


A body advising the British 
government decided that Re- 
lenza, an anti-flu drug devel- 
oped by Britain’s Glaxo Well- 
come, should not be available 
on the National Health Service 
due to lack of evidence of its 
cost-effectiveness. Glaxo and 


| other British pharmaceutical 


heavyweights, SmithKline Bee- 
cham and AstraZeneca, de- 
nounced the decision for im- 
pairing their competitiveness 
in the global market-place. 


| Atlantic Allianz 


The long-awaited acquisition 
of Pimco, America’s third- 
largest publicly traded fund 
manager, by Allianz, Germa- 
ny’s largest insurer, looks like- 
ly to go ahead in a deal worth 
$4.68 billion. Pimco will add 
its $250 billion of assets under 
management to Allianz’s $360 
billion. 


Nippon Credit Bank, na- 
tionalised last year, is to be 
sold by Japan's government. 
This follows the sale of Long- 
Term Credit Bank, national- 
ised at the same time, to Rip- 
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| plewood, an American private 
equity group. A foreign buyer 
for Nippon has not been 
ruled out. 


NatWest responded lamely 
to Bank of Scotland’s hos- 
tile bid with suggestions of a 
break-up through the disposal 
of three subsidiaries: Gart- 
more, Greenwich NatWest and 
Ulster Bank. Bank of Scotland 
dismissed the restructuring 
plan, calling NatWest a “copy- 
cat”. NatWest also formally 
dropped its £10.7 billion ($17.7 
billion) bid for Legal & Gener- 
al, a British insurer. 


America's bias | 


The Federal Reserve left 
American interest rates un- 
changed but responded to | 
strong growth by switching its 
“bias” from neutral to an incli- 
nation to raise rates in future. 
Some apparent justification for 
the shift arrived almost at 

| once, as factory orders in- 
creased unexpectedly strongly 
in August by 1.3%. 











The strength of the yen does 
not appear to have damaged 
Japanese business confi- 
dence, according to the tan- 
kan quarterly survey of over 
9,000 companies. However, in 
all sectors surveyed, more 
companies were pessimistic 
than optimistic about the fu- | 
ture suggesting that the recov- 
ery is still tentative. 


Manufacturing orders in Ger- 
many jumped by 5.1% in Au- 
gust compared with July, sig- 
nalling the economy is 
entering a strong recovery. 
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I can help build futures. 


I can do without doubters. 


I can tolerate mistakes. 
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I can grow. 


I can be confident in my answers, 
because I’ve already asked the questions. 
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‘Mental Health: 
A Worthwhile Investment 


Dr. Jorge A. Costa e Silva 


nvesting in mental healthcare is a sound 
economic strategy with positive financial 
implications and great cost-saving poten- 
tial. In an era of heightened concern over finite 
healthcare resources, however, initiatives to 
allocate more money to the treatment of men- 
tal conditions face serious barriers. Illnesses 
such as depression and schizophrenia in- 
creasingly strain countries’ healthcare budgets 
and compromise nations’ social and economic 
welfare ~ but mental illnesses still remain 
largely unaddressed and underfunded. 
Considering mental illnesses’ far-reach- 
ing negative consequences, relatively little 
money is spent to address them. Even though 
the morbidity costs of mental illnesses are 
sometimes higher than total costs resulting 
from wars, most governments spend a greater 
proportion of their GNP on military expenses 
than on healthcare. Since even prosperous 
nations fail to manage mental health issues 
effectively, it is fair to speculate that the state 
of mental healthcare in countries like China 
and Ghana (where less than 5% of GNP goes 
towards healthcare) is much worse. 
Yet nations plagued by poverty exper- 
ience especially high rates of mental illness. 


The extreme poverty affecting over one billion 


people, and the conflicts raging among ethnic 
groups all over the globe exacerbate the prev- 
alence of mental diseases. Those who undergo 
severe mental duress often resort to alcohol, 
drugs, violence, and other social vices creating 
a vicious cycle of poverty, violence, and poor 
mental health that directly affects countries’ 
sociveconomic development. 

Despite the serious consequences of 
mental illnesses, coverage for mental health- 
care has historically been much more re- 
stricted than coverage for general medical 
care. Although mental diseases comprise over 
10% of the Global Burden of Disease, people 
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A world of ideas on public policy. 





are still uncomfortable acknowledging and 
addressing the importance of these diseases. 
The stigma attached to mental illnesses can 
be seen in the allocation of scarce healthcare 
dollars, which are directed primarily towards 
physical illnesses - even though mental ill- 
nesses affect just as many, if not more, lives. 

Governments must support immediate 
attention to mental health issues in order to 
decrease the global burden of mental illnes- 
ses. Today, mental and behavioral disorders 
together make up nearly half (42.2%) of the 
total years of life lost or compromised as a 
result of disease. The world over, depressive 
and anxiety disorders combined account for 
25-33% of all primary healthcare visits. And as 
medicine prolongs the human lifespan and 
populations age, the incidence of chronic 
physical and mental illnesses rises steadily. 

In the United Kingdom, the total cost of 
caring for patients with Alzheimer’s is esti- 
mated at £1.8 billion in indirect costs. Other 
conditions that disproportionately affect the 
elderly, such as Parkinson's disease, are also 
extremely costly — for example, in Germany, 
drugs to relieve Parkinsonian symptoms cost 
over DM 320 million a year. Because the dis- 
abling consequences of many chronic illnesses 
make patients more prone to debilitating men- 
tal conditions, there is a positive correlation 
between depressive mood states and chronic 
diseases such as heart disease, diabetes, can- 
cer, and stroke. Up to 50% of stroke victims 
have debilitating mood disorders. 

This rising prevalence of neurological 
disorders translates into mounting health- 
care costs and greater strains on healthcare 
systems. However, this need not be the case. 
If governments allocate more funding to men- 
tal illnesses, people can boost economies 
through active participation as consumers 
and workers. Contrary to popular belief, the 
elderly and others with mental illnesses can 
actually help buttress nations’ social and econ- 
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omic stability. Aging populations must be 
healthy if they are to contribute to societies 
and economies. 

While mental healthcare today faces 
some difficulties, the outlook for progress 
in the field of mental diseases is quite pro- 
mising. Allocating money to the treatment 
of mental illnesses means investing in the 
future health of nations, and in the future 
viability of economies. According to the World 
Health Organization’s 1999 World Health 
Report, presidents and finance ministers 
should never forget that investing in health 
accelerates economic development and im- 
proves nations’ socioeconomic conditions. 


Investing in health 
accelerates economic 
development 


Known treatments for combating mental 

illnesses provide real solutions to address 
poor mental health, and sound mental health 
policy can revive depleted healthcare budgets. 
As evidence-based approaches to mental 
health interventions increasingly reveal, pre- 
dictable methods for cost-saving treatment 
and policy strategies exist. Knowledge of brain 
functioning and state of the art approaches to 
treating mental and neurological disorders are 
improving daily, and hold the key to drastically 
reducing these diseases across populations. 
By ensuring quality mental healthcare for 
individuals, countries can make great strides 
towards improving the social and economic 
well-being of their populations. 
Professor/Dr. Jorge Alberto Costa e Silva is Past 
President of the World Psychiatric Association; Former 
Director of the Division of Mental Health, World Heaith 
Organization, Geneva; Professor of Psychiatry at the 
New York University Medical School; Director of the 
WHO/NYU International Center for Mental Health 
Policy and Research, New York, NY, USA 
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India’s begrudging voters 


DELHI 


The BJP retains power, but its partners could be even more troublesome 


T WASa victory for the ruling Bharatiya Ja- 

nata Party (Byp)and its allies, but less a vote 
of confidence. Most of the way through the 
counting of votes in India’s third general 
election in little more than three years, it ap- 
peared that the syp-led National Democratic 
Alliance and a few companion parties out- 
side the alliance would win around 295 of 
parliament's 543 elected seats, a 
workable majority. Yet the syr it- 
self, with a smaller share of a larger 
coalition, will be even more de- 
pendent on its allies than before. 
The new government looks vul- 
nerable to the instability and intra- 
coalition blackmail that shortened 
the life of the last one. 

Behind the apparent continu- 
ity lies the churning of a restless, 
fragmented electorate that refuses 
to deliver a national verdict. There 
was no “Vajpayee wave”: Atal Be- 
hari Vajpayee, who will remain 
prime minister, won his seat in 
Lucknow, the capital of Uttar Pra- 
desh, with a smaller majority than 
he had last time. India’s victory 
over Pakistani intruders in Kash- 
mir this summer barely seemed to 
register, except perhaps in Delhi, 
the capital, which voted early and 
elected pyp candidates to all its 
seven constituencies. Voters did 
not seem to care that Sonia Gand- 
hi, leader of the opposition Con- 
gress party, was born in Italy; she won in a 
southern constituency where the jr tried to 
make that the only issue. 

No party, bar those on the left, offered 
voters a clear-cut ideology or philosophy of 
government. Instead, voters judged parties 
mainly on their performance at state level, 
and often found them wanting. Thus, de- 
spite its overall victory, the sje suffered 
crushing losses in India’s biggest state, Uttar 
Pradesh, which is ruled by a sjr-led coalition 
and accounted for nearly a third of the 
party’s seats in the last parliament. In states 
where its allies were unpopular incumbents, 
for example in Punjab and in Karnataka, the 
National Democratic Alliance lost badly to 
Congress. It gained in states where Congress 
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goofed. One such was in Maharashtra, 
where a rift between Congress and one of its 
top leaders split the vote against an unpopu- 
lar coalition formed by the sje and Shiv Se- 
na, an ultra-nationalist party. 

The pyr did well where it was on the right 
side of popular opinion about the state gov- 
ernment and shared the spoils with a strong 
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A sort of victory for Vajpayee 


ally. Thus, in Andhra Pradesh, it rode the 
coat-tails of the chief minister, Chandraba- 
bu Naidu, who has tried to make the state a 
showcase for investment-friendly reform. In 
Bihar, the second-largest and the poorest 
state, it appeared to profit from the misrule 
of populist Laloo Prasad Yadav. 

New stars have emerged (or re-emerged) 
from the tumult and some old ones have 
dimmed. The anti-syjp wave in Uttar Pradesh 
has meant that parties aligned neither with 
the sje nor Congress will have more seats 
than most analysts expected. The winners 
include Kumari Mayawati, an opportunistic 
leader of a party that represents mainly for- 
mer untouchables but has apparently wid- 
ened its base. Tamil Nadu’s chief minister, M. 
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Karunanidhi, a Dravidian nationalist who 
once opposed the northern-based, orthodox 
Hinduism that gave rise to the pyp, has be- 
come one of its most important allies. 

The election has humbled other movers 
and shakers such as Mr Yadav and Jayala- 
litha Jayaram, a Tamil former film star, 
whose defection brought down the last gov- 
ernment. Akali Dal, the mainly Sikh party 
that dominated Punjab, has been all but 
wiped out at the national level. Manmohan 
Singh, who initiated India’s economic re- 
forms under the last Congress-led govern- 
ment, lost his bid for a Delhi seat to the pyr. 
Mr Vajpayee’s authority over the next coali- 
tion will probably be enhanced by the syp’s 
relative decline within it. He is the one BJP 
face acceptable to all its partners; Hindu-na- 
tionalist ideologues within his 
own party will have a harder time 
pressing their claims. 

But can the coalition work to- 
gether, and can it last? Already 
there are signs of trouble. An ally 
from Haryana, whose party swept 
the state, is demanding that the 
new government roll back an in- 
crease in diesel prices, enacted just 
after the polls closed to contain a 
ballooning subsidy. pyr allies from 
Tamil Nadu and Karnataka were 
squabbling before the vote over 
the distribution of water from the 
Cauvery river. With Congress tak- 
ing over the government in Karna- 
taka, though, this may be a smaller 
problem for the coalition than it 
might have been. As the results 
rolled in, Ramakrishna Hegde, the 
Karnataka-based commerce min- 
ister, blamed “total lack of co-ordi- 
nation and co-operation” be- 
tween his party and the sje for 
their poor showing in the state. 

Will it be better in govern- 
ment? The alliance says it will. Its members 
point out that they have had a year of prac- 
tice. Miss Jayalalitha, the most troublesome 
member of the last coalition, is now an ally 
of Congress. Many others cannot afford to 
defect, because Congress is their main rival 
at state level. And the “third force” of non- 
aligned parties does not have enough seats to 
form an alternative government. Mr Vajpay- 
ee’s prestige and fear of another election will 
hold the alliance together, its members say. 
Perhaps. But India’s voters are in an unfor- 
giving mood. They expect the parties in the 
new coalition not only to govern well at the 
centre but to improve their performance in 
the states that brought them to power. 
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ASIA 
Pakistan 


The politics of 
religion 


ISLAMABAD 


IKE an organism with a malfunctioning 
immune system, Pakistan is prey to new 
diseases and flare-ups of old ones. The latest 
is a revival of strife between the Sunni Mus- 
lim majority and the Shia minority, in which 
at least 30 people, most of them Shias, have 
died. The violence began a fortnight ago with 
the assassination of a Shia leader and has de- 
generated into acts of terrorism by both 
groups. One was the murder of nine Shias at 
prayer in a Karachi mosque. The prime min- 
ister, Nawaz Sharif, already the object of the 
combined wrath of the army and the oppo- 
sition, looks shakier still. 

The Shia-Sunni conflict began 1,300 years 
ago with a rift between followers of Muham- 
mad’s son-in-law (Shias) and adherents of 
the hereditary caliphate (Sunnis). In pre- 
dominantly-Sunni Pakistan, Shias probably 
make up nomore than 15% of the population. 
Tensions between the two groups arose after 
the Islamic revolution in Shia Iran in 1979 
and were intensified further by the Iran-Iraq 
war of 1980-88 and the more recent civil war 
in Afghanistan, both of which pitted Sunnis 
against Shias. Since 1990, when fanatics in 
each of Pakistan’s two Muslim communities 
began attacking members of the other, hun- 
dreds have died. 

After five months of relative quiet, 
events have turned bloody again. The killing 
seems more organised than before, with 
gunmen shooting from motorcycles and cars 
in areas far afield from the traditional battle- 
ground in Punjab. 

Pakistan’s interior minister says he has 
“a hundred proofs” that India is behind the 
flare-up. Its motive is, supposedly, to disrupt 
Pakistan’s improving relations with Iran. 
Shia leaders and most of the opposition 
blame Mr Sharif. They note that he recently 
ordered the release from prison of Maulana 
Azam Tariq, the spiritual leader of Sipah-e- 
Sahaba (Soldiers of the Companions of the 
Prophet), a radical Sunni group thought to be 
behind many of the anti-Shia attacks. 

The maulana, who has since been re- 
arrested, denies any role in the violence and 
has gone on television to plead for harmony. 
Others suspect the fighting is linked to Paki- 
stan’s support for the radical Sunni Taliban 
government in Afghanistan. The theory is 
that Taliban fighters may be attacking Paki- 
stani Shias as a way to settle scores indirectly 
with Iran, which dislikes the Taliban. 

The carnage is terrible news for Mr Sha- 
rif, who is desperately trying to restore his 
prestige in the face of a humiliating defeat in 
Kashmir by India this summer. He is facing 
rising lawlessness, a deteriorating economy 
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Gun-law, even at a funeral 
and demonstrations against his rule by fun- 
damentalists and a new alliance of opposi- 
tion parties. One potential threat—yet an- 
other coup by the army—seemed to 
diminish after the United States recently 
said it “would strongly oppose” any attempt 
to change the government by “extra-consti- 
tutional means”. 

That does not make Mr Sharif secure. Sa- 
mina Ahmed, of Harvard’s Kennedy School 
of Government, thinks the army may well 
force him to resign, leading to the establish- 
ment of an interim government and then 





elections. Tehrik-e-Jafria Pakistan, a Shia 
party, has called on the army chief to “act to 
save the country”. Another possibility is that 
Mr Sharif’s Pakistan Muslim League will 
overthrow him, forming a new government 
from the present parliament. A disaffected 
leader of his party is thought to be preparing 
a vote of no confidence against him. Accord- 
ing to Miss Ahmed, the latest outbreak of 
sectarian violence may be the “last nail in the 
coffin” of Mr Sharif’s government. Perhaps, 
but the final decision rests with a few tight- 
lipped men in uniform. 

n 





Japan 


Saved by the rain 


TOKYO 


How Japan muddled through its latest nuclear accident 


N THE day Japan experienced the 

world’s worst nuclear accident since 
the Chernobyl disaster in Ukraine, the prime 
minister, Keizo Obuchi, was engaged in 
planning a cabinet shuffle. He was busy con- 
stantly on the telephone discussing his new 
team with party heavyweights and having 
last-minute negotiations with his coalition 
partners over the legislative programme for 
the coming parliamentary session. 

It was not until mid-afternoon on Sep- 
tember 30th, some five hours after the explo- 
sion in Tokaimura, known as Japan’s atom 
city, that the head of the country’s Nuclear 
Safety Commission, Kaoru Mamiya, told the 
chief cabinet secretary, Hiromu Nonaka, 
that he suspected that the radiation leak 
posed a health hazard to residents in the 
area. At six that evening an “anti-disaster 
headquarters and liaison office” was set up 
in the prime minister’s official residence. But 
the anti-disaster team, chaired by Mr Obu- 


chi, did not hold its first meeting until nine 
o'clock, more than ten hours after the To- 
kaimura plant had gone critical. 

The experts briefing the prime minister's 
team infuriated everyone by merely insist- 
ing that the accident should never have hap- 
pened. The rules in force at the plant made 
criticality impossible, they insisted. But the 
plant continued to disobey the rules. The 
chain reaction, instead of dying down, got a 
second wind. Mr Obuchi feared he would be 
torn to pieces by the opposition as well as the 
pressif he tried to manage such acrisis witha 
government in transition, and put off his 
cabinet shuffle. 

But what of his government's sluggish 
response to the disaster? Mr Obuchi seems to 
have had some luck, a virtue much coveted 
by all prime ministers. The fall-out could 
have been much worse had it not poured 
with rain in Tokaimura, a town of 33,000 
people. The rain diluted the contamination 
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and prevented it from drift- 
ing as a cloud across the sur- 
rounding countryside. 

As it was, the radiation 
level outside the uranium- 
processing plant soared 
4,000-fold. About 80 local res- 
idents fled their homes and a 
further 310,000 in neighbour- 
ing communities were told to 
remain indoors until the all- 
clear was given the following 
morning. Some 49 people 
were confirmed as having 
been exposed to the radiation 
that spewed out of the un- 
shielded plant after three workers had acci- 
dentally tipped more than six times the re- 
quired amount of uranium oxide into a 
processing tank—triggering a nuclear chain 
reaction that the plant’s owners swore could 
never happen (see page 105). 

Mr Obuchi had some more luck with the 
eventual response of Japan’s vast nuclear in- 
dustry. Once it became clear that Tokaimura 
was in deep trouble, the electrical utilities 
rushed supplies of borate compounds from 
their nuclear power stations to Tokaimura to 
mop up the neutrons being emitted by the 
uranium oxide that had gone critical. 
Around six in the morning of October ist, the 
radioactivity surrounding the site began to 
drop, indicating that the chain reaction had 
at last been arrested. 

Nevertheless, the Japanese people are 
far from reassured that the nuclear industry, 
which provides abouta third of their power, 
is in safe hands. They believe that, despite its 
passion for rules and regulations, Japanese 
officialdom is woefully inadequate at pro- 
viding emergency measures and acting ex- 
peditiously when things go seriously awry. 
There have been several accidents at nuclear 
plants in the past few years (see map)—none 
of them as serious as that at Tokaimura, but 
worrying just the same. Now it is claimed 
that the company which ran the stricken 
plant, jco, a subsidiary of Sumitomo Metal 
Mining, one of the country’s oldest compa- 
nies, has broken the laws on nuclear safety 
for a decade to save money. 

Public pressure will doubtless mount for 
measures to rein in the country’s nuclear in- 
dustry. Mr Obuchi understands this. To save 
Japan’s nuclear industry from the kind of 
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Radiation check 


dismemberment that hap- 
pened in America after the 
Three Mile Island accident in 
1979, he has decided to throw 
the book at jco. A noisy show 
trial of the one company actu- 
ally caught breaking the law 
may divert criticism from the 
suspect practices of others in 
the industry, and at the same 
time encourage them to 
mend their ways. On cue, jco 
had its nuclear licence re- 
voked on October 6th and 
police raided its offices, look- 
ing for evidence that it had 
behaved illegally. 

Meanwhile, the prime minister has or- 
dered safety checks to be undertaken at all 
plants in Japan that handle nuclear fuel. 
After finding time to shuffle his cabinet on 
October sth, the prime minister promptly in- 
structed the relevant ministers to draft fresh 
legislation to cover nuclear disasters and to 
strengthen existing laws on safety standards 
for nuclear reactors and related plants. His 
main purpose is to give the central govern- 
ment the authority to issue evacuation or- 
ders and take prompt action when a nuclear 
emergency occurs, instead of having to sit 
around while an inadequately prepared pre- 
fectural governor's office fumbles, as appar- 
ently happened in Tokaimura. 

Parliament reopens in early November. 
Given the large majority the new coalition 
has in both houses, the necessary legislation 
could be passed by the end of the year. 





Asian security 


Wayward ally 


JAKARTA 


“T DO not tread where even angels fear to 
tread,” said William Cohen, America’s 
defence secretary, as he emerged from a day 
of meetings with Indonesia’s top officials. Mr 
Cohen had just been asked about the desir- 
ability of General Wiranto, the commander 
of Indonesia’s armed forces, becoming ei- 
ther the country’s president or its vice-presi- 
dent in the impending election. Mr Cohen 
was wise to duck the question. But in his 
meetings with the general, he was forced to 
tread on treacherous ground nonetheless. 
And his task was made more difficult by the 
fact that the United States’ past dealings with 
Indonesia have been less than angelic. 
America has long considered Indonesia 
an important pillar of its security arrange- 
ments in South-East Asia. Ex-President Su- 
harto was a reliable bulwark against com- 
munism, leading the Americans to overlook 
some of his other transgressions. With the 
cold war over, the United States no longer 
worries about red dominoes. Since last year, 
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when Mr Suharto resigned in disgrace, its 
goal has been to helpensure a smooth transi- 
tion to democracy. Given the central role 
that Indonesia’s constitution allots to the 
armed forces in domestic politics, and the 
Pentagon’s cosy relationship with its gener- 
als, there has been a steady stream of visits 
over the past six months. But the recent may- 
hem in East Timor made Mr Cohen's visit the 
most difficult yet. 

Like most other onlookers, America’s 
military men were shocked when bands of 
pro-Jakarta paramilitaries responded to a 
vote for independence on August 30th in 
East Timor by unleashing a wave of violence 
and destruction. In the months before the 
vote, the Americans had asked their Indone- 
sian counterparts for reassurances about the 
militias’ behaviour, and been told that all 
would be well. The Pentagon was equally 
surprised at how quickly its security ar- 
rangements in the South-East Asia could get 
into a mess. A report on October 5th by one 
of Mr Cohen's advisory bodies suggested 
that Asia was the region “most likely to wit- 
ness a major war”, so the mess is one he 
would like to sort out quickly. 

Mr Cohen had to deliver a sharp mes- 
sage to Indonesia’s generals, encouraging 
them to shape up. He made it clear to repor- 
ters in Jakarta that his message to General 
Wiranto had been delivered. Not only does 
America want Indonesia’s armed forces to 
behave better in East Timor, and to co-oper- 
ate with peacekeepers and the United Na- 
tions there in getting refugees back to their 
homes, it also wants the army to smarten up 
elsewhere in the country. Mr Cohen stressed 
the need to hold people accountable for past 
crimes and the importance of putting the 
armed forces under firm civilian control. 

The general, of course, agreed. But one of 
the main objectives of Indonesia’s armed 
forces these days is to put the past behind it 
with the minimum of fuss. Its definition of a 
peaceful transition appears to be one in 
which students do notdemonstrate and thus 
make the armed forces want to shoot. And it 
is doubtful whether the concept of civilian 
control is within the comprehension of most 
army commanders. Fortunately, Mr Cohen's 
additional task appears to have gone more 
smoothly. America’s fear was that the pres- 
ence of Australian troops in East Timor, 
combined with intense diplomatic pressure 
on Indonesia, would make life unbearable 
for its allies in the Association of South-East 
Asian Nations, ASEAN. But Mr Cohen found 
that in Thailand, Singapore and the Philip- 
pines his talks went well. The strife in East Ti- 
mor has made life difficult for AsEAN coun- 
tries, which are reluctant to clash head-on 
with Indonesia, their largest member, but it 
has not yet strained relations with the Amer- 
icans. With China looming over the region, 
most countries still consider the United 
States a useful friend to have around. 
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BANGKOK 


IVE young men marched into the visa 

section of Myanmar’s embassy in Bang- 
kok on October 1st, took out guns from the 
guitar cases they were carrying and pro- 
ceeded to round up everyone in the build- 
ing. Although the embassy has often been a 
target of protesters from among the thou- 
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A fond farewell from the hostages 








Thailand's way with terrorists 


sands of exiles from Myanmar in Thailand, 
this was the first time violence had been 
used. But the ending of the siege was even 
more surprising than the siege itself. 

After 25 hours of negotiations, the five 
men, who called themselves the Vigorous 
Burmese Student Warriors, agreed to re- 





— 
lease the 89 people in the building, in return 
for their own freedom. By then they had 
faxed from the embassy a list of demands 
to the military government in Myanmar, 
chiefly to free political prisoners and con- 
vene parliament, and had seemingly ac- 
cepted that the Thais could do little to fur- 
ther these aims, however admirable. 

A group of the embassy hostages, some 
of them westerners, agreed to accompany 
the student warriors toa helicopter pick-up 
point. As the helicopter took off with the 
five men inside, the hostages waved good- 
bye, some shouting for democracy in 
Myanmar. Sukhumbhand Paribatra, Thai- 
land’s deputy foreign minister, rode in the 
helicopter with the gang, a rifle pointed at 
his head. It was “rather tense”, he said, but 
he defended the decision to let the men go. 
It was a speedy and peaceful end to the in- 
cident, he said. Other Thai officials sought 
to play down what had happened. “We 
don’t consider them terrorists,” said Sanan 
Kachornprasart, Thailand’s interior minis- 
ter. “They are student activists who fight 
for democracy.” 

The five men were taken to Thailand’s 
border with Myanmar, and are presumed 
to have joined a group in Myanmar op- 
posed to the government. They were 
warned that if they showed up in Thailand 
again, they would face prosecution. That’s 
telling them. 








Australia and New Zealand 


Hands across 
the Tasman 


AUCKLAND AND SYDNEY 


IKE many neighbours, Australia and New 
Zealand are both mates and rivals. The ri- 
valry can be keen—and even bitter, as when 
Australia’s rugby players recently thrashed 
New Zealand 28 to 7 and kept the Bledisloe 
Cup. The result was so galling that fights 
broke out in pubs up and down New Zea- 
land. But from time to time matiness gets the 
upper hand. This is such a time. 

It is not so long since New Zealand was 
hailed as a miracle economy. Deciding that 
its welfare state had got out of hand, it 
brought in a market-driven economy that at- 
tracted new investors and entrepreneurs, 
many from Asia. Asia’s economic turmoil 
two years ago hit New Zealand hard. Austra- 
lia, with a more diverse economic base, with- 
stood the shock. While New Zealand went 
into a short recession last year, Australia’s 
economy grew at 4.7%. 

One consequence is that people have 
been leaving New Zealand to seek work 
across the Tasman Sea. In the year to July, 
22,500 left to live in Australia, a record for the 
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1990s; they made up a quarter of Australia’s 
immigrant intake for the year. Robert Mul- 
doon, a former New Zealand prime minister, 
once dismissed such outflows by saying the 
exodus from New Zealand only raised the 19 
levels of both countries. The joke no longer 
seems apt. Many of the Kiwis are profession- 
al and skilled people snapping up jobs in 
Australia’s booming service industries. 

Since recession came to New Zealand, 
the once remote question of Australia and 
New Zealand adopting a common currency 
is receiving serious attention. Tim Fischer, a 
former Australian trade 
minister, has raised it as a 
possible extension of a free- 
trade agreement that the 
two countries set up 15 years 
ago. The Australia-New Zea- 
land Business Council has 
asked Victoria University in 
Wellington to survey New 
Zealand businesses on the 
subject. New Zealand ex- 
porters might benefit from a 
common currency. 

But New Zealanders 
hold their own dollar, to- 
gether with their rugby and 
non-republican tendencies, 
as symbols that distinguish 
them from their big neigh- 





bour. New Zealand and Australia still share a 
head of state, Queen Elizabeth, in an ar- 
rangement born of their common colonial 
past, though Australians are to vote ina refer- 
endum in November on whether to become 
a republic. Perhaps they could also ditch the 
clause from the constitution that still lists 
New Zealand as a member of the Australian 
federation. 

That dates back to the end of the 19th 
century, when New Zealand and Australia 
almost became one country. The New Zea- 
landers joined the first of several conven- 
tions in the 1890s called to 
draw up a federal system 
of government for the sep- 
arate Australian colonies. 
Going through a bad econ- 
omic patch at the time, 
New Zealand reckoned it 
stood to gain from joining 
the new antipodean com- 
mon market. By the time 
the Australian federation 
was clinched in 1901, New 
Zealand had recovered. It 
went its own way. When 
the economy cheers up, 
the Kiwis are likely to do so 
again, whatever the pre- 
sent matiness. 
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NTEREST RATES STILL LOW 


tutional investors have become 
reasingly reluctant to purchase Euro- 
'm stocks in general and German stocks 
tarticular as the euro has lost ground 
inst the greenback. This trend has 
m exhibited not only by Euroland 
estors, but also, and above all, in 
incial investors from the USD area. 


fe months after the launch of European 
netary Union, the markets’ initial euro 
thoria has been replaced by rather pes- 
istic sentiment. Not even the 
ent signs of a recovery have 
inged this scenario. At present, the 
t that the new European currency 
at least maintaining its slightly 
iroved exchange-rate level vs. the 
lar is already regarded as 
gress; the euro appreciation 
look has thus dimmed. What is 
re, the exchange-rate trend of the 
t few months and the ensuing 
iishing of the euro's reputation 
te pushed the goal of replacing the 
lar as the key international transaction 
rency far into the future. 





iping below historic lows 

s false start has implications for both 
‘man Bunds as trendsetters of the 
‘opean interest-rate scene and bond 
rkets in other European countries. 
titutional investors have naturally 
tome more reluctant to purchase 
‘opean stocks in general and German 
cks in particular as the euro has lost 
und against the greenback; this applies 
only to investors from the Eurozone, 
also, and above all, to investors from 
USD area. 

some EMU participants, interest-rate 
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convergence in the run-up to the euro's 
birth led to rate reductions of more than 
50 percent. On the one hand, this boosted 
creditors’ affluence significantly. On the 
other, low interest levels in erstwhile 
high-rate countries constitute a stability- 
policy risk by encouraging additional 
growth-policy stimuli. 

However, this does not imply serious 
negative effects on long-term rates: 
despite unchanged central-bank rates, 
bond-market yields plunged to a historical 
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low in early 1999. At the beginning of Sep- 
tember, they were hovering about 140 basis 
points above this level. A comparison of 
this increase with the yield curve of 
previous interest-rate cycles shows that 
bond yields are still south of the lows 
recorded in comparable years — 1972, 1978 
and 1987. At the cyclical nadirs in the early 
and late 1970s, the running yield of govern- 
ment paper stood at 7.7 and 5.6 per- 
cent; when interest rates hit rock-bottom 
in the 1980s, it was 5.4 percent. If one 
takes the capital-market trend of the last 
30 years as a yardstick, this means a 
continuation of the current low-rate 
phase — despite the deterioration in 
the climate of the last few months and 
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SPOTLIGHT 


the upward shift of the entire yield curve. — 


Analysis of the interest-rate situation in the 
US reveals a more mixed picture: in 1998, 


the Fed nudged down the fed-funds and j 


discount rates in three instalments by a 
total of % and %2 percentage points, respec- 
tively, the goal being to “offset” the weak- 
ness of the global economy in the wake of 
the crises in Southeast Asia, Russia and 
South America. In the meantime, however, 
the crisis countries have stabilised (except 


for Russia, which is a special case). Atthe 
last two meetings of the Open Market 


Committee (June and August), the 
fed-funds target was therefore raised. 
Whereas the Fed is trying to pursue 
a growth-dampening stability policy, 
the ECB’s goal is to ensure that 
excessively tight (and expensive) 
liquidity does not stand in the way of 
an economic recovery. 





loosening of the monetary reins unne- 
cessary. From a stability-policy per- 
spective, such a move might even be coun- 
terproductive. The ECB will nevertheless 
strive to keep the capital market in the cur- 
rent low-rate range as long as possible to 
avoid nipping pan-European economic 
revival in the bud. In actual fact, despite 
anticipated growth rates (in 2000) of 3 to 3s 


However, the brighter economic out- 
look in Euroland will make a further — 


percent in Euroland and a good 2'2percent — 


in Germany, the likelihood of yields below 
the lows of preceding interest-rate cycles 
is quite high for the next months, with the 
underlying Euroland price-policy situation 
apparently remaining favourable. 
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“TING PROPS 


wwwhat you want. 
wwwhen you want it. 


The Internet in your pocket. 


The world is getting faster and more complex. To work effectively 
we've noticed that you need to stay mobile, while still keeping 


abreast of what's happening in the world. 


That’s why at Nokia, we’ve been instrumental in developing 


phones that give you online news, stock prices, financial updates 


and more. So you can stay updated from virtually anywhere. 


“Internat ‘based content is only available from selected sarvice providers. 


huenan technology.” 


Now your Nokia phone can interface with online information 
from the Internet, thanks to WWW:MMM (Mobile Media Mode), 


a new universal standard. 


It’s just another way we're keeping you one step ahead of 
what's happening. 


You might call it a mobile revolution. At Nokia we call it 


anakna rem’ 
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A new Republican heartland 


COLORADO SPRINGS 


The eastward migration of Californians has changed the politics of the West in 


unexpected ways 


CALIFORNIAN, a Texan and a Colora- 

dan are out drinking. The Texan picks 
up his Lone Star beer, throws the bottle in the 
air, takes out a six-shooter and empties the 
chamber. Froth and glass everywhere. 
“We've got plenty of beer back in Texas,” he 
says, “but I've got to keep my aim straight.” 
An hour passes, and the Californian starts 
on his second bottle of Merlot. He tosses it 
up, takes out his Saturday Night Special and 
blasts away. “We've got plenty of wine back 
in the Napa valley, but I've got to keep my 
trigger finger sharp.” Then the Coloradan 
puts three bottles of Coors beer on the table, 
takes out his rifle and shoots the Californian 
and the Texan. “We've got plenty of those 
back in Colorado,” he says, “but the bottles 
I've got to recycle.” 

The joke neatly embodies the changing 
attitudes of the West. The huge migration out 
of California into Rocky Mountain states; 
the tension this engenders; and the curious 
mixture of Old-West gun culture and high- 
tech individualism—between them, these 
things have shaped a new political land- 
scape. 

Almost 20 years ago, when Ronald Rea- 
gan won the presidency, his victory prom- 
ised to usher in a period of western domi- 
nance of American politics. The country’s 
economic centre of gravity was shifting west- 
wards, Reaganism—populist, international- 
ist, friendly to business, sceptical of govern- 
ment—was distinctively western. And that 
meant distinctively Californian; the Rockies 
and the Pacific north-west then seemed little 
more than California’s hinterland. 

The promise of 1980 has been 
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only partly fulfilled. Economically, the West 
is the country’s fastest-growing area. But the 
boom is taking place less in California than 
in the “inland West” (otherwise known as 
the mountain West), those states that strad- 
dle the Sierra Nevada and the Rockies. So it 
no longer makes sense to think of this region 
as someone else’s hinterland. The inland 
West is a growth area in its own right. 

Today’s big gravitational shifts are taking 
place between different parts of the West, 
not between the West and the rest of the 
country. As Latinos pour into California and 
Texas, whites are pouring out of California 
and into the Rockies. As a result, the West is 
splitting. California and the Pacific coast 
have become more multi-ethnic and Demo- 
crat-controlled. The inland West is economi- 
cally even more successful and the most sol- 
idly Republican area in the country. This 
part of the West is becoming like the old Cali- 
fornia, while California is becoming less like 
its old self. 

The transformation begins with the rise 
of the Latino vote. There are 29m Latinos in 
the United States, making them the country’s 
second-largest minority. California has a 
third of them, 30% of its population. And 
whereas in Texas Latinos tend to cluster in 













the strip bordering Mexico, in California 
they are spilling into white districts, says 
Rudolfo de la Garza, a professor of govern- 
ment at the University of Texas. This means 
that whites are starting to need Latino votes 
to wineven in predominantly white areas. 

That has changed their political signifi- 
cance in the state. Until recently, Latinos had 
been a relatively apolitical group. But galva- 
nised by anti-immigrant measures in Cali- 
fornia—notably Proposition 187, which 
barred various state benefits to illegal immi- 
grants—they are registering to vote on an un- 
precedented scale. In a recent opinion poll 
for Univision, a Spanish-language television 
network, 90% of the Latinos questioned said 
the most important reason to apply for citi- 
zenship is the right to vote to defend your in- 
terests. In 1998, they turned out to vote im- 
pressively: though the total number of votes 
fell, the Latino turnout rose by nearly a fifth. 

This helped to humiliate the once- 
mighty Republican Party of California. It lost 
the governorship, the Senate race, all but two 
statewide offices and five seats in the state 
Assembly. The party's defeat was not entire- 
ly due to its alienation of minority voters. Be- 
cause of the growth of high-tech firms, 
whose executives show little interest in party 
politics or ideology, the Republicans are not 
getting the automatic business support they 
once depended on from property develop- 
ers and aerospace companies, old stalwarts 
of the California economy. 

But, whatever the reason, California’s 
Republicans have become—in the words of 
one of their own leaders—the party of “an- 
gry white males”. After that defeat, the party 
is self-destructing in the land of Ronald Rea- 
gan. It is $300,000 in debt. Its leaders criticise 
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each other in the most virulent terms. Andin 
Orange County, the seat of Mr Reagan’s 
counter-revolution, less than half of all regis- 
tered voters are Republican. 

There is a link between the Republican 
implosion in California and the party’s dom- 
inance in the rest of the West. According to 
Bill Frey, a demographer at the Milken Insti- 
tute- in California, more than 1.6m people 
have left the state in the past decade, most of 
them middle-income and working-class 
whites. Between 1990 and 1997, 1.4m more 
people moved into the states of the inland 
West than moved out of them. If you include 
Texas, Oregon and Washington (also targets 
of Californian flight), the figure for internal 
migration is 2.5m. Three-quarters of those 
moving came from California. 

This had unexpected consequences. For 
much of the 1990s, western politicians talked 
about the “greening” of the West, about the 
growth of Democratic power there, and 
even about the collapse of the “Old West”, 
socially and economically. It has not worked 
out quite that way. Certainly the reliance on 
primary industries has gone, to the point 
where ranchers and farmers feel they are 
constantly on the defensive. But, instead of 
greening, the West has been urbanising— 
and fast. 

The eight inland West states now con- 
tain six of the top ten fastest-growing states 
by job creation and population, and five of 
the ten states with the highest personal-in- 
come gains. This is genuine, bottom-up 
growth, not the boom-and-bust kind that 
used to characterise the West. The gold and 
copper mining industries that rose and fell 
with such spectacular suddenness are still in 
the dumps. This boom is largely a high-tech 
affair. Denver is one of America’s leading ca- 
ble-television and telecommunications cen- 
tres, home to rc1, a big cable television firm. 
Boise, Idaho, and Salt Lake City, Utah, are 
other fast-growing high-tech centres. Intel’s 
largest production plant is in Portland, Ore- 
gon. And so on, right up to Washington state 
and Microsoft. 

Some of these companies, and much of 
the growth as a whole, have been encour- 
aged by people who left California for the 
great outdoors. It would be too much to say 
they created the boom. But since 1991 the 
Centre for the New West, a think-tank in 
Denver, Colorado, has been tracking the in- 
fluence of people it calls “lone eagles” —well- 
educated individuals taking advantage of 
the distance-eroding quality of new technol- 
ogy to set up small companies and telecom- 
mute from cheap, spectacularly beautiful 
places. (The Centre calls the retired-rich ver- 
sion of these characters “bald eagles”.) It ar- 
gues they have played a vital role in trans- 
forming the inland West. They have helped 
make it another technology-based boom re- 
gion, like California in the 1980s. 

Californian migrants like them have also 
strengthened the Republicans of the Rockies 
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and turned parts of the wide-open spaces— 
Idaho, Wyoming, Utah—into’ one-party 
states. As recently as 1975, Democrats out- 
numbered Republicans in the state legisla- 
tures of the West by 739 to 488 (this excludes 
California). Now the Republicans have 712 
seats and the Democrats 514. In Idaho, there 
are only four Democrats in the 35-member 
state Senate. All eight mountain states have 
Republican governors. All the Pacific states 
(including Alaska and Hawaii) have Demo- 
cratic ones. 

This is not entirely because of the Cali- 
fornian arrivals. As Phil Burgess, the head of 
the Centre for the New West, puts it: “The 
disappearance of highly unionised, blue- 
collar workers in the mines, smelters and 
mills of the West has eviscerated the core 
component of the Democratic base.” But 
much of it stemmed from the Californian 
emigrants’ concurrence with rock-ribbed 
western conservatism. As it turned out, those 











who left California were not gteeriniks; they 
were Reaganite Republicans who brought 
their views with them. 

The present western scene, then, is a 
strange one. For the moment, ranchers and 
city-slicker computer wizards both find 
themselves under the Republican label, 
united by a common disdain for taxes and 
regulation. Yet social issues, from health care 
to immigration, often divide the more toler- 
ant techies from the rest. This ideological dis- 
connect has already caused intense fights 
within the western state legislatures, and is 
likely to have a large impact on next year’s 
elections. Added to this volatility is another 
Californian import: Republican intolerance 
of the growing influence of Latinos, which 
threatens to do for the party in the inland 
West just what it did for the party in Califor- 
nia. Put all these together, and there is just a 
slight glimmer of hope for Democrats who 
wonder how the New West can be won. 


The Supreme Court 


Teetering on the 


F ONLY someone would listen to Orrin 
Hatch. The senator from Utah is running 
for the Republican Party’s nomination for 
president, although most Americans are 
blissfully unaware of the fact. Undaunted, 
Mr Hatch believes he has a trump card. “The 
single most important issue is: who’s going to 
appoint the up to five Supreme Court jus- 
tices?” he declared this week. The thought of 
Al Gore or Bill Bradley wielding this power 
should send shivers down the spine of every 
Republican, Mr Hatch maintains. And his 
years as chairman of the Senate Judiciary 
Committee mean that he is by far the best- 
qualified Republican candidate to restaff the 
nation’s highest court. “I have more experi- 
ence than all the rest put together,” he crows. 
Mr Hatch, longest of long shots, may 
nonetheless be right that the future of the Su- 
preme Court will become a factor in next 
year’s presidential race. The court is finely 
balanced between a narrow but determined 
conservative majority and a moderate-to- 
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liberal minority. Moreover, in the court's 
1999-2000 term, which began on October 
4th and runs until the end of June, its nine 
justices look poised to deliver a series of rul- 
ings on a raft of controversial issues, many of 
them by a 5-4 vote. This could highlight both 
the Supreme Court’s undoubted power to 
shape national policy and the divisions 
within its ranks just as the presidential cam- 
paign heats up. 

The court’s docket is not yet complete. 
But the cases it has already taken for this 
term deal with high-profile topics such as 
Congress’s powers vis-a-vis the states, cam- 
paign finance, abortion protests, public fi- 
nancing of parochial schools, tobacco regu- 
lation, sex on cable rv, and the rights. of 
patients to sue health-maintenance organi- 
sations. It will even deal with the emotive 
question of whether parents have the right 
to exclude visits by their children’s grand- 
parents, an issue which could effect millions 
of people in divorce-prone America. “This is 
going to be one of the most im- 
portant terms in years,” pre- 
dicts Dick Howard, a law pro- 
fessor at the University of 
Virginia. 

One case which could 
land the court smack in the 
middle of presidential politics 
next year is the one concern- 
ing campaign finance. The 
court has to decide whether to 
reverse a lower court and up- 
hold a Missouri state law lim- 
iting campaign contributions 
to candidates for statewide of- 
fice to $1,075, which closely 
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parallels the $1,000 limit for federal candi- 
dates upheld by the court in a celebrated 
1976 decision, Buckley v Valeo. That ruling, 
which also banned any limits on candidates’ 
expenditure on free-speech grounds, has be- 
devilled attempts to curb the huge amounts 
of cash pouring into American politics, and 
it remains an obstacle to most current pro- 
posals for campaign-finance reform. 

Whatever the court does in the Missouri 
case is bound to cause ructions. Even if it 
merely raises the contribution limit, which 
has been eroded by inflation, it would throw 
political campaigns across the country into 
turmoil. It could go even further, overruling 
Buckley v Valeo to allow limits on spending 
by candidates as well, which many reform- 
ers want. But few expect it to take such a radi- 
cal step. As an oral hearing this week on the 
case made clear, the court is not only divided 
on the issue, but confused. “The reasoning in 
Buckley v Valeo was really quite a mess,” ob- 
serves Mr Howard. “None of the justices are 
happy with it. But they’re caught between a 
genuine commitment to free speech and 
real-life concerns about campaigns being 
distorted by too much money.” 

More significant could be a clutch of 
“federalism” cases dealing with the relative 
powers of Congress and state governments. 
William Rehnquist, the chief justice, has 
fought a long and often lonely battle to roll 
back what he sees as the overextension of 
federal power, a subject which is also a hob- 
by horse of many Republican politicians. In 
the past few years he has begun to have his 
way in a handful of landmark judgments. 
Three of these, decided by the same 5-4 ma- 
jority, were announced on the last day of the 
last term, stunning many observers. 

This term’s four federalism cases deal 
with federal laws concerning violence 
against women, age discrimination, the dis- 
closure of personal information contained 
in state motor-vehicle records, and whistle- 
blowing. “What the court does in these cases 
will signal how radical it really wants to be 
with its federalism agenda, or whether the 
states’-rights trend has run its course,” says 
Laurence Tribe, a professor of constitutional 
law at Harvard Law School. 

The most closely watched of the four 
will be the case concerning the Violence 
Against Women Act, a 1994 law which al- 
lows women tosue their attackers for money 
damages. The Fourth Circuit in Virginia, one 
of the most conservative federal appeals 
courts in the nation, ruled the law unconsti- 
tutional, holding that it was not a justified 
exercise of Congress’s power under either 
the constitution’s commerce clause—which 
allows it to regulate interstate trade, a ratio- 
nale it has relied on to pass a wide array of 
federal legislation—or the equal protection 
clause of the 14th amendment, because the 
law sought to regulate purely private con- 
duct, rather than state action. Mr Tribe be- 
lieves that the same 5-4 conservative major- 
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| Up we (almost) all go 


AMERICAN sharehold- 
ers have had much to be 
happy about in the 1990s. 
How about everyone 
else? According to a re- 
cent report by the Census 
Bureau, economic gains have reached the 
poorer parts, too. Median American real 
| household income rose 3.5% between 1997 
and 1998 to an all-time high of $38,885. It 
was the fourth consecutive year of real in- 
come growth and the first year in which 
median household income surpassed its 
previous 1989 peak. 

| Urban, suburban and rural incomes 
all went up. And every region of the coun- 




















ity which delivered last term's federalism 
decisions is likely to knock down the Vio- 
lence Against Women Act as well. But if the 
court then goes on to overturn the federal 
law banning the disclosure of motor-vehicle 
records, a more straightforward exercise of 
federal power, “it would really represent a 
states’-rights orgy, ” says Mr Tribe. 

Also closely watched will be what the 
court does on the issue of state aid to paro- 
chial schools. This could have big implica- 
tions for the growing but controversial 
school-voucher movement. So far, the court 
has ducked the key issue: whether school- 
voucher plans which allow parents to use 
state-funded vouchers to send their children 
to private religious schools breach the sepa- 
ration of church and state enshrined in the 
first amendment. On the opening day of this 
term it refused to take up the case of an Ari- 
zona law which allows tax credits for tuition 
fees to religious schools, letting the law stand. 
In the case it has taken up, it will decide 
whether to let stand a federal programme 
which funnels computers and other aid to 
all schools, public, private and religious. 

The court is divided by the same conser- 
vative-liberal ideological split over whether 
to relax the rules on the separation of church 


try recorded income growth, for the first | 
time in the 24 years that the statistics have 
been tabulated by region. Even news on 
the racial front was better than usual. His- 
panic household income grew 4.8% be- 
tween 1997 and 1998, from $27,043 to 
$28,330. Only black median household 
earnings were flat, at $25,400, after five 
straight years of growth. 

Most of this is good news for those 
Americans who have faced a rising tide by 
clinging to anything that floats. The pro- 
portion of the population living below the 
poverty level ($16,530 for a family of four 
with twochildren) fell from 13.3% in 1997 to | 
12.7% in 1998; the child poverty rate fell 
from 19.9% to 18.9%. The poverty rate for 
blacks fell to its lowest rate ever in 1998, 
though one in four black households (and | 
nearly 40% of black children) are still poor. 

Over the decade, income inequality 
has been largely unchanged (after rising 
dramatically in the previous three de- 
cades). The share of total income earned 
by the top 20% of wage-earners grew from 
48.9% in 1993 to 49.2% in 1998; the share 
earned by the bottom 20% of workers was 
unchanged at 3.6%. This means the gap is 
growing; but as long as the boom contin- 
ues, most Americans can subsume their 
envy in the thought that they themselves 
are better off. 








and state, especially in education. It has 
edged towards relaxation in a few recent 5-4 
decisions, but the conservative wing of the 
court may not be sure of a victory ina broad- 
based voucher case, according to Jesse 
Choper, a law professor at Fordham Univer- 
sity in New York. Justice Sandra Day O'Con- 
nor, who usually sides with the conserva- 
tives, is considered the swing vote on this 
issue, as on many others. “Neither side wants 
to risk losing her vote,” says Mr Choper, 
which may be why the court has avoided 
tackling the voucher issue head-on. 

It is this delicate balance which will give 
the next president a chance to refashion the 
court in a way few other presidents have 
had. Replacing even one of the justices could 
either halt its rightward drift, or accelerate it 
dramatically. “The next appointment is go- 
ing to be very important, no matter which 
side of the court the retirement comes from,” 
says Mr Choper. And the next president may 
well be given the opportunity to make more 
than one appointment. By the end of the 
next presidential term, four justices will be 
over 70 and two of those, including Chief 
Justice Rehnquist, over 80. Perhaps Mr 
Hatch is on to something after all. 


UNITED STATES 
Miami's Cubans 


Let's go! No, 
you go! 


MIAMI 


UBAN music may these days be delight- 

ing people in many other parts of the 
world, but in just-over-the-water Miami it 
still arouses hostile glares. When a Miami 
promoter announced that the island’s top 
band, Los Van Van, was to make its first visit 
to Miami on October 9th, indignant Cuban 
exiles were quick to respond: not in our city. 
After protests led by Cuban-American offi- 
cials, the city-owned concert hall backed out. 
Hardline exiles cheered. 

Yet times are changing, even in 
Miami. The defenders of free 
speech—well, free music—were not 
to be denied. With the backing of the 
American Civil Liberties Union, the 
concert was rescheduled to a nearby 
basketball arena, on the same night. 

It promises to be quite a show. 
Anti-communist Cuban exiles have 
threatened to disrupt the concert, 
even to bomb it. Last week an unsuc- 
cessful attempt was made to plant a 
bomb under the car of a prominent 
Cuban music promoter. Exiles say 
they plan to videotape the concert- 
goers, to expose these supposed com- 
munists. Veterans of the abortive Bay 
of Pigs invasion have organised an 
anti-Castro show the same night, 
witha film and music. Local radio sta- 
tions are bombarded with telephone 
calls; for two weeks, the Miami Herald has 
run almost daily articles on the affair. 

Critics of the concert argue that, so long 
as Los Van Van will not disown Fidel Castro, 
it has no business coming to Miami. Some 
see the band’s visit as a plot by Mr Castro to 
hurt the Cuban exiles’ influence in the city: 
the concert, they fear, will be presented as a 
historic victory in the enemy’s camp. The 
concert’s promoter, Debbie Ohanian, who 
owns a salsa club on Miami Beach, has been 
called a Castro agent. “Havana Debbie 
knows this isn’t about bringing Los Van Van 
to Miami,” said the city’s mayor, Joe Carollo. 
“This is about trying to cause problems in 
Miamiand make Uncle Fidel happy.” 

But some non-Cubans in Miami are get- 
ting a bit fed up. “The Cuban exile communi- 
ty must understand that freedom of speech 
is guaranteed in the constitution,” one of 
them wrote to the Miami Herald. After all, 
those who oppose the concert also claim to 
detest the Cuban government's squashing of 
dissent. There is of course just as much hy- 
pocrisy on the other side. Cuban newspa- 
pers in Havana criticise the exiles’ intoler- 
ance while ignoring the absence of free 
speech in Cuba itself. 
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All this feels a little like a return to the 
past. There has lately seemed to be a shift in 
Miami towards a calmer approach to the Cu- 
ba issue. Younger exiles, who do not fully 
share their parents’ bitter nostalgia, have 
won a bigger voice in the Cuban communi- 
ty. The death in 1997 of Jorge Mas Canosa, the 
most powerful leader of the hardliners, took 
away much of the older generation’s punch. 
A string of corruption scandals involving 
Cuban-American politicians and officials 
has not helped the exile cause. Pope John 
Paul II’s visit to Cuba last year, and his call for 
reconciliation, was wind in the moderates’ 
sails. Miami has anyway in recent years 
broadened its Hispanic links, becoming a 
base for journalists and businessmen from 
other parts of Latin America. 

The explanation may be that some of the 
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Salsa with a sting 


older first-generation exiles, fearing that they 
may go to the grave before Mr Castro does, 
want to take a last stand while they can. Los 
Van Van is not the first group of musicians 
from Cuba to perform in Miami: in the past 
18 months a dozen bands have played on dif- 
ferent occasions. But for older exiles Los Van 
Van is the last straw. They have a special ha- 
tred for the group, because of its revolution- 
ary origins and its name (it means “The Go- 
Goes”, and has its origin in a government 
slogan in 1969 which urged Cuba’s sugar 
workers to produce more, exhorting, “Let's 
go! Let’s gol”). 

But much of the fuss might have been 
avoided if the exiles had actually bothered to 
listen to the group’s music. The lyrics of some 
of their latest songs could even be called 
counter-revolutionary. “I'm It” lays into a 
know-all who won't stop talking. Mr Cas- 
tro’s name is never mentioned, but for any- 
one who has lived in Cuba and endured his 
eight-hour speeches the association is im- 
possible to avoid. In the middle of the song, 
the singer suddenly cries:“Shut up. You don’t 
know anything.” A message for unbenda- 
bles on both sides of the Straits of Florida. 





State legislatures 
A house 
undivided 


MINNEAPOLIS 


NALL the United States only Nebraska has 

a single-chamber legislature. But if some 
people in Minnesota get their way next year, 
that state too could become unicameral. 
Governor Jesse Ventura is pushing the idea, 
and if the present legislature agrees the mat- 
ter could go to a ballot initiative for the citi- 
zens to decide by simple majority in Novem- 
ber 2000. 

The framers of the American constitu- 
tion, always keenly appreciative of classical 
forms, admired the Roman senate, but in the 
end chose to have two legislative chambers 
and to make them both elected. Early on, 
some politicians feared that the result would 
be two chambers acting with deadly similar- 
ity, neither effectively checking the possibly 
wayward instincts of the other. By the 1780s, 
having seen his own Virginia legislature in 
action, Thomas Jefferson wrote: “Being cho- 
sen by the same electors, at the same time, 
and out of the same subjects, the choice falls 
of course on men of the same description.” 

Unicameralists also claimed that a two- 
house legislature wasa relic of the British sys- 
tem, in which the House of Lords represent- 
ed the landowners and the House of Com- 
mons the tenants. No such clear lines of class 
were drawn in America, they said, and they 
should not be enshrined in its political struc- 
ture. Even after Congress became bicameral, 
unicameralists maintained that states were 
just blindly copying the two-house system; 
there was no need, they argued, to put fur- 
ther checks on a government that was al- 
ready kept under control by the judiciary as 
well asa legislature. 

Despite such misgivings, every state 
eventually accepted the bicameral system. 
Then, in 1934, George Norris, a United States 
senator from Nebraska, repeated Jefferson's 
fears and helped to persuade Nebraska's 
voters to delete one of their chambers. Later, 
the Supreme Court's “one man, one vote” 
rulings reinforced the unicameralists’ claim 
that a second house was redundant. 

Under the most promising Minnesota 
proposal, the state House and Senate will 
merge into one chamber in 2002, with 135 
members elected in overlapping terms (com- 
pared with 201 today). Whereas Nebraska 
trimmed its legislature by two-thirds when 
the chambers combined, in Minnesota only 
about a third of it will go. Those legislators 
who remain will probably need more assis- 
tants per head than their predecessors did, 
so a unicameral government will not save 
much money: an estimated $25m a year, 
roughly one-soth of the state’s total budget. 

Besides the governor, the measure’s chief 
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Campaign-finance reform debate, 30BC 


sponsor is George Pillsbury, a former state 
senator and a descendant of the Pillsburys’ 
food empire, which is now owned by Diag- 
eo. Mr Pillsbury, who left business for the 
Senate in the 1970s, decided to work for re- 
forms after he saw the lopsided power of 
conference committees and noted how 
muddled the legislature was compared with 
the corporate world. Almost three decades 
later, he is chairman of Minnesotans for a 
Single Chamber and has gathered an im- 
pressive network of grass-roots supporters. 
No single thread connects either the uni- 
cameralists or their opponents. Each side 
claims supporters from across the economic 
and political spectrum. But some of unicam- 
eralism’s strongest support comes from busi- 
nessmen like Mr Pillsbury, who want gov- 





Dewey’s great day 


HE tourists who descend each October 

on this tiny New England town always 
pause to admire the Greek Revival state- 
house with its gilded dome. Invariably, 
they mistake the two big cannon on its 
lawn for relics of the Revolution or per- 
haps the Civil War—bits of history one as- 
sociates with Vermont. In fact, these guns 
were salvaged from the bottom of far-away 
Manila Bay, from Spanish ships sunk by 
Montpelier’s own Admiral George Dewey 
on theday America came of age as an inter- 
national power. 

On May 1, 1898, Dewey led his six cruis- 
ers and gunboats on a bold midnight run 
past the guns of Corregidor into Manila 
Bay. At dawn, seeing the opposing Spanish 
squadron, he casually remarked to the cap- 
tain of his flagship, “You may fire when 
ready, Gridley.” Within a few hours all the 





ernment to act with corporate efficiency. The 
fact that many lobbyists and senior legisla- 
tors support bicameralism is a sign, unicam- 
eralists claim, that bicameral, murky govern- 
ment is well-suited to career politicians and 
special interests. 

At present, unicameralists claim support 
in the state’s House but not in its Senate. 
There the Democratic majority leader, Roger 
Moe, who is in his ninth term, has taken a 
strong stand against the idea. Mr Moe says 
that, under a unicameral system, Minneso- 
tans would have only one representative in 
their district to call for help. Besides, a more 
complicated form of government protects 
the people from a possibly tyrannical legisla- 
ture. David Bishop, a house veteran who is 
also the founder of oucH (Opponents of a 


UNITED STATES 


Unicameral House), says he finds it “interest- 
ing” that Nebraska adopted unicameralism 
“at the exact time that Mussolini was using a 
one-house legislature in Italy and Hitler a 
one-house legislature in Germany.” 

Fans of a single chamber think Mr Moe 
may have another motive besides the pres- 
ervation of freedom: to wit, the preservation 
of his own power to appoint members of the 
conference committees, who meet late in 
each session to iron out differences between 
the houses. These committees have multi- 
plied in recent years, from 19 in 1971 to 18 in 
1998. Unicameralists say they encourage 
pork-laden bills and allow little opportunity 
for legislators and the public to examine pro- 
posed legislation. Their bill would kill them 
off, and would subject the whole legislature 
toclose public scrutiny. 

But unicameralists are hard-pressed to 
cite specific failures of the bicameral, confer- 
ence committee system. Most agree that 
Minnesota’s legislature is one of the most re- 
sponsive in the country, though one of the 
biggest. And there are already plenty of rules 
that require “transparent” proceedings. 

In short, Minnesota’s unicameralists will 
need rare good fortune if they are to repeat 
what the Nebraskans did in 1934. Then, a 
state battered by the Depression voted for 
unicameralism because it wanted to save 
money; because it loved the oratory of Nor- 
ris, who argued his case across the state 
(wearing out “two sets of tyres and two 
windshields”, his widow complained); and 
because the ballot about unicameralism also 
contained a proposition to repeal prohibi- 
tion and allow pari-mutuel betting. Unfortu- 
nately for today’s Minnesotan unicameral- 
ists, their state can drink and gamble already. 
a 








Spanish ships were destroyed. Dewey’s 
ships suffered little damage, and not a sin- 
gle American was killed. 

Dewey came home in October 1899 to 
receive the most elaborate welcome ever 
prepared for a returning 
American hero. New York 
city built him a triumphal 
arch and gave him the first- 
ever ticker-tape parade; John 
Philip Sousa led the march- 
ing band. Thomas Edison 
madea film of it, and a future 
movie mogul, William Fox 
(he was still Nineteenth Cen- 
tury Fox then), hawked pret- 
zels to the crowd. Washing- 
ton, pc, gave Dewey a 
jewelled sword from Tiffa- 
ny’s; Boston named a square 





Guns aweigh! 


after him. In Montpelier it seemed that 
most of Vermont crowded into the capital 
to celebrate the admiral. This week, on the 
centenary of his homecoming, Montpelier 
is celebrating him all over again. 

At the time it was Dewey, not Theodore 
Roosevelt, who was the war's biggest hero, 
and his impact was lasting. Manila Bay was 
the first large-scale battle America had 
fought overseas. Hawaii 
was annexed in the wake 
of Dewey's victory, as was 
the Philippines, which led 
to problems with Japan. 
One century and four | 
Asian wars later, America | 
remains the dominant na- 
val power in East Asia. | 
Few ever bother to con- | 
nect the historical dots | 
back to Dewey and Ma- 
nila Bay. But Montpelier 
does, and it is determined 
not to forget. | 
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The trouble with heroes 


MERICAN voters have ample reason for holding their leaders 
in disdain. At best, politicians seem like canny tacticians, 
twisting in the gusts of opinion polls and focus groups. At worst, 
they are brazen liars. (President Clinton is both.) So it comes as 
something of a surprise to remember that America has one presi- 
dential candidate who is not just a politician with principles, but 
an authentic war hero. He is Senator John McCain. It comes as 
even more of a shock to realise that most voters don’t seem to care. 
“Hero” is not too strong a term for Mr McCain. In his recent 
book, “Faith of My Fathers” (Random House, $25), he writes about 
surviving five-and-a-half years in a Vietnamese prisoner-of-war 
camp, much of that time spent in solitary confinement. By hisown 
account, he carved out for himself 
a sort of independence through in- 
subordination—taunting his cap- 
tors and breaking prison ruleseven 
at the cost of incurring more pun- 
ishment. 

Yet at the same time, Mr 
McCain refuses to ascribe nobility 
to his courage. “Glory”, he writes in 
one passage in his book, “belongs 
to the act of being constant to 
something greater than yourself, to 
a cause, to your principles, to the 
people on whom you rely, and 
who rely on you in return.” 

That combination—sheer guts 
plus a genuine belief in the greater 
good—would sound unbearably 
corny in almost any other politi- 
cian. But Mr McCain is exception- 
al. Not only did he endure his cap- 
tivity (and as Bob Dole once 
remarked, you tend to accord more 
respect to someone who spent five-and-a-half years in a box). But 
for most of the time it was voluntary: he refused an offer of early 
release, saying that those who had been imprisoned before him 
should be freed first. 

The willingness to take punishment for his beliefs has been a 
hallmark of Mr McCain’s political career. Last year he defied his 
own party by proposing a big rise in the tax on cigarettes that 
would have penalised some of his party’s biggest corporate do- 
nors. Republican leaders killed it. This year, he slammed their $792 
billion tax cut as a boondoggle for special interests (though he vot- 
ed for it anyway, calculating that it would be vetoed), He is still de- 
fying them by sponsoring a bill to abolish “soft-money” (indirect 
political contributions not covered by federal campaign laws). 
These, he says, corrupt the political system and “that shames me.” 

Some of these legislative campaigns have a quixotic, tilting-at- 
windmills quality about them. It is not clear whether campaign-fi- 
nance reform is possible, let alone whether banning soft money is 
agood idea. But whatever doubts may exist over that, there was no 
questioning Mr McCain’s moral clarity on two other issues this 
year, both concerning foreign policy. Almost alone in either party, 
he urged the Senate to give President Clinton the option of using 
ground troops in Kosovo—articulating more clearly than anyone 
else the view that America has interests abroad that are worth dy- 
ing for. He made a similar point when he said that Pat Buchanan 
had put himself outside the Republican pale when he asserted 
America had no national interest in stopping Hitler.On both occa- 
sions, Mr McCain was going against his interests. On Kosovo, vot- 





ers were reluctant to send in troops. On Pitchfork Pat, he stood to 
lose Buchananites in the Republican primary contest. But as he 
said, “No political campaign is worth sacrificing our principles.” 

Surely, then, this must be the sort of man voters have in mind 
when they tell pollsters—as they routinely do—that they want 
their next president to be a man of integrity. It is hard to imagine 
whatelse they could want. Yet there isa puzzle about the voters’ re- 
action to Mr McCain. They may admire him. But they donot seem 
to want him as president. Most polls put him third in the beauty 
contest, behind Elizabeth Dole, with only 5% of the vote, Why? 

Mostly, his standing is a testament to the fundraising power 
and mesmerising poll lead of George W. Bush, the governor of Tex- 
as. The Bush steamroller is creating 
a self-fulfilling prophecy of victory 
that flattens everybody else. That 
might change, of course, if Repub- 
licans start focusing on the limita- 
tions of their front-runner, as 
Democrats are now doing with Al 
Gore. Then, Mr McCain (who has 
raised more money than any Re- 
publican except Mr Bush) might 
prove the Bill Bradley of the right. 
But don’t hold your breath: after 
eight years out of the White House, 
Republicans will not abandon 
their anointed one unless they 
have to. 

Partly, too, Mr McCain’s low 
rating may reflect the difficulties of 
making his main policy proposal, 
campaign-finance reform, inter- 
esting to voters. The issue quickly 
gets bogged down in incompre- 
hensible details. And, anyway, ata 
time of prosperity, most Americans are reasonably satisfied with 
their institutions of state. 

But there could also be a more profound reason for Mr 
McCain’s standing. And it is connected with the very thing that 
also makes him so admired: his personal qualities. This has noth- 
ing to do with the embarrassments he talks about with unflinch- 
ing and abnormal honesty—collapsing drunk through the screen 
door of a girlfriend’s house, or dating a stripper called “Marie the 
Flame of Florida”. Obviously, such episodes just enhance his repu- 
tation as an honest man with real experience (in contrast to Mr 
Bush’s perceived frat-boy callowness). No, the doubt concerns his 
ferocious tenacity in standing up for what he believes in. 

“Resisting, being unco-operative and a general pain in the ass 
proved, as it had in the past, to be a morale booster for me,” Mr 
McCain writes about his experience in Vietnam. Such insubordi- 
nation has been a defining feature of his life. It was heroic when he 
dealt with his Vietnamese captors. It was refreshing when he de- 
fied his Republican colleagues over tobacco taxes or campaign fi- 
nance. It was powerful when placed in the service of a vigorous 
foreign policy, especially considering that everyone else was wob- 
bly about Kosovo and Mr Buchanan. 

But it is not so clear that “a general pain in the ass” is what vot- 
ers want. American leaders set rules for others. They are the over- 
dog. Others react to them. This may explain why voters admire, 
but do not support, Mr McCain. He is a courageous man. But his 
courage lies in resisting what he thinks is wrong. And Americans 
may not want a resistance hero as president. 
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Defeats and victories in Brazil’s 


war on poverty 


SAD PAULO 


Brazil’s widening social safety net seems to be rescuing many of its poorest 
from the worst of its recent recession. But too many others are still being 
missed, despite the country’s heavy social spending 


OT so long ago, President Fernando 

Henrique Cardoso could point with 
pride to a steady fall in poverty in Brazil, 
thanks to the combination of economic 
growth and low inflation after the launch of 
anew currency, the real, in 1994. Now the re- 
cord looks far less glorious: recession and the 
aftermath of January’s devaluation have 
threatened jobs and living standards. That is 
testing Brazil's social policy—and the efforts 
of Mr Cardoso, a left-wing sociologist before 
he became a social democratic politician, to 
redirect public spending towards helping 
the poor. 

Brazil has long had the perverse distinc- 
tion of being one of the world’s most un- 
equal societies, as measured by income dis- 
tribution, while spending more heavily on 
social policy than many of its Latin Ameri- 
can neighbours. The reason is that 
much of the money goes to relatively 
well-off groups. The most notorious 
example involves the pension system. 
Not only are pensions for public 
workers egregiously generous, but 
there is also a growing taxpayer subsi- 
dy to the separate pension scheme for 
those with formal jobs in the private 
sector—whereas many of the poorest 
work in the informal sector. Basic 
education is under-financed because 
public spending is skewed towards 
the universities, many of whose pu- 
pils went to private schools. Official 
training centres tend to improve the 
skills of those who already have some 
job prospects. And soon. 

Mr Cardoso’s government has la- 
boured to change this—against fierce 
resistance, both in Congress and in 
the courts. In the latest blow, on Sep- 
tember 30th, the Supreme Court over- 
turned two laws that would have 
saved the government 2.4 billion 
reais ($1.2 billion) next year by in- 
creasing civil servants’ pension contn- 
butions. Officials struggled to come 
up with immediate alternative bud- 
getary measures to fill the gap, and the 
currency fell. This seemed to jolt the 
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lower house of Congress into approving an 
other pension measure, aimed at discourag- 
ing private-sector workers from retiring 
while still only middle-aged. 

The proposed reforms of public finance 
have been aimed not just at taming a stub- 
born fiscal deficit, but also at freeing money 
for a score of direct poverty-relief schemes, 
ranging from free school meals to income- 
support payments for the elderly and dis- 
abled. Some of these were mandated by Bra- 
zil’s 1988 constitution, but have only recently 
been implemented. Others are initiatives of 
Mr Cardoso’s government, or have been pio- 
neered at local level. Most are ignored in Bra- 
zil’s political debate—though many are vital 
in fighting poverty. 

The task is huge. As always in Brazil, the 
figures are wobbly and disputed. According 





No fat pension for them 


to one estimate, by the World Bank, some 
35m Brazilians earn less than 73 reais a 
month. That represents just 0.9% of a retired 
congressman’s pension. It is not sufficient to 
buy enough food to eat adequately. On a 
broader definition of poverty, used by many 
Brazilian analysts, some 52m—out of a total 
population of 161m—are poor. 

The numbers are growing: since the 
economy began to falter in 1997, unemploy- 
ment has risen and real wages have fallen. 
But those already below the (lower) poverty 
line may not be getting poorer—partly be- 
cause they had little to lose and partly be- 
cause the government's poverty-relief pro- 
grammes, despite being hampered by the 
slow pace of fiscal reform, are beginning to 
have an impact. Joachim von Amsberg, of 
the World Bank’s Brasilia office, reckons that 
the combined annual income of those be- 
low this poverty line was around 16 billion 
reais in 1997. Recession may have cut up to1 
billion reais from that figure, and inflation 
nibbled at its value, but increased govern- 
ment spending on anti-poverty schemes has 
more than compensated for that. 

The schemes are not without hitches, 
however. It has sometimes taken prodding 
from the media and opposition to make sure 
that funds are disbursed. Last month, for in- 
stance, claims that the government had axed 
the distribution of emergency food 
parcels forced it hurriedly to find the 
missing 50m reais. Another scheme 
under which poor families get bursa 
rieson condition their children attend 
school is only now being spread 
across the country, and there have 
been delays in reaching agreements 
with the local councils who will oper- 
ate it. But such setbacks seem to be ex- 
ceptions, says Gobind Nankani, the 
World Bank's director for Brazil. He 
argues that compared with, say, 
South Korea, Brazil went into reces- 
sion equipped with an effective range 
of anti-poverty schemes. 

Traditionally, social provision in 
Brazil has been by means of grand 
schemes run (badly) from the presi- 
dential palace. The 1988 constitution, 
though rightly maligned for introduc- 
ingexpensive entitlements, decentral- 
ised social provision. At first, the re- 
sults were poor: state and city 
governments spent their increased 
revenues as badly as the federal gov- 
ernment had before. But in recent 
years, well-designed and well-run 
projects, often with local people get- 
ting a say, have sprung up all over the 
country. At the same time, a socially 
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desirable earlier change to the pension sys- 
tem has meant that millions of poor retired 
farm workers have begun to receive income- 
support payments, at a cost this year of 
about 10 billion reais. 

Even including this scheme, though, the 
federal government's total anti-poverty 
budget is only around 13 billion reais—or 
one-tenth of its total revenues. And the gov- 
ernment admits that not all the needy are 
covered. For instance, another bursary 
scheme, aimed at eliminating child labour, is 
now helping 130,000 children aged seven to 
14, but a further 736,000 are estimated still to 
be working on farms or in workshops in- 
stead of going to school. 

With Brazil's tax burden and public debt 
already too high, the only sensible ways to fill 
the holes in its social safety net are economic 
growth (which now seems to be resuming) 
and a redistribution of existing spending to- 
wards those who most need it. But that re- 
quires further reform. And by knocking 
down the pensions laws, the Supreme Court 
has made it even harder for Mr Cardoso to 
succeed in his quixotic quest to get Brazil's 
state to help the poor and not just pamper 
the privileged. 


Paraguay 


A soldier’s 
return ? 


ASUNCION AND BUENOS AIRES 


VERYONE, it seems, would like Lino 

Oviedo to go home. Paraguay’s govern- 
ment wants the former army commander to 
complete a ten-year prison sentence for an 
attempted coup in 1966. The country’s courts 
want him tried on charges of ordering the 
murders in March of Vice-President Luis 
Maria Argana and of seven demonstrators 
killed by snipers during subsequent pro- 
tests. The government in Argentina, where, 
controversially, Mr Oviedo has spent the 
past six months as a political exile, would 
also like to be rid of him, as it showed last 
month by banishing him to remote Tierra del 
Fuego, in the hope of silencing his indiscre- 
tions. And even the former general himself is 
threatening to return. 

Yet all is not quite as it seems. Despite his 
public threats, one delivered in Paraguay’s 
indigenous Guarani language, to “stage a 
new coup” by returning and winning power 
through the ballot box, it is doubtful if Mr 
Oviedo is ready to swap his Argentine ref- 
uge, chilly though it now is, for the uncer- 
tainties of home. For though his supporters 
still control a third of the votes in Paraguay’s 
Congress, he has lost much of his former 
backing among the voters. 

That is partly the legacy of six months of 
government by his crony, Raul Cubas, who 
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won a presidential election in May 
1998 after Mr Oviedo was jailed, but 
who failed to honour the pair's popu- 
list promises. But it is mainly the re- 
sult of the murder of Argana, which 
prompted both to flee (Mr Cubas to 
Brazil). The evidence against Mr Ovie- 
do is not conclusive. But that is not 
what popular opinion holds: 
throughout Asuncion, graffiti brand 
the pair as murderers. Within hours 
of Argana’s murder, the once-ubiqui- 
tous Oviedo stickers vanished from 
the city’s cars and buses. 

Nor, in reality, would Paraguay’s 
government be overjoyed to have Mr 
Oviedo back. Argentine officials 
complain that, though their Para- 
guayan counterparts noisily demand 
Mr Oviedo’s extradition, in private 
they say they would rather it was not grant- 
ed, for fear of the havoc his presence might 
wreak on an already fragile polity. 

In the wake of the March crisis, Para- 
guay’s two main opposition parties agreed to 
back a national-unity government domin- 
ated by the anti-Oviedo faction of the long- 
ruling Colorado Party. But public support for 
this coalition, led by Luis Gonzalez Macchi, a 
former basketball star, has plunged, from 
72% when it was formed to just 18%, accord- 
ing to opinion polls. 

The coalition has dithered on long-pro- 
posed reforms, among them privatisation, 
starting with the state telephone company, 
and a revision of the labour code. This code 
ensures jobs for life for Paraguay’s 153,000 
state employees (who are traditionally Colo- 
rado members), and means the government 
spends 85% of its budget on salaries, 10% on 
debt servicing and only 5% on services and 
investment. If the state is not reformed, it will 
perish, says Julio Franco, the president of the 
Liberal Party. 

The reforms are resisted, however, by 
many Colorados. They worry that, without 
those state jobs, they will lose the grip on 
power they have held since the 1940s. The 
Liberals are becoming impatient: they are 
threatening to distance themselves from the 
coalition, and tocontestan election next July 
to choose a new vice-president. Paraguay’s 
constitution does not mandate a fresh elec- 
tion when a president resigns. Mr Gonzalez 
Macchi, who stepped into the presidency 
because he was head of the Senate, can thus 
stay there until 2003. But his authority would 
be further undermined were he to acquire a 
popularly-elected deputy. 

The government won an unlikely respite 
in July with a $400m bond issue at an inter- 
est rate lower than that on United States’ 
Treasury bonds. This was a sign of confi- 
dence in the government's sound policies, 
says Washington Ashwell, the head of the 
Central Bank. Others retort that the bonds 
were a disguised loan from Taiwan, which 
took up the entire issue in gratitude for Para- 





Oviedo’s in the dog’s house 


guay’s continued diplomatic recognition. Te 
the dismay of reformers, this succour may al- 
low the government to stagger through to the 
next soya harvest in May. 

Opinion polls show that Paraguayans 
are less enamoured of democracy than othe: 
Latin Americans. No wonder: they have hac 
only a decade of it, since the overthrow of the 
Stroessner dictatorship in 1989, and in tha! 
period corruption has remained rampant 
and become more visible, economic growth 
has tailed off, and over a third of the popula- 
tion lives in poverty. 

There has been some progress: national 
institutions, such as the electoral authorities 
and the courts, have been strengthened, and 
on two occasions attempted military coups 
have been thwarted (mainly thanks to pres- 
sure from outside the country). But if the cur- 
rent government fails, Paraguay’s democra- 
cy could once again find itself under threat. 
And Mr Oviedo might then decide that it 
was time for him to make his comeback. 


Venezuela 
Stirring 


UGO CHAVEZ, Venezuela’s paratroop- 
officer-turned-president, is not a man 
tolet sleeping dogs lie. Having obliterated the 
power of his country’s political elite through 
a new constituent assembly, he has been 
turning his attention to the neighbours. First, 
he irritated Colombia by seeking to talk to its 
left-wing guerrillas. Now he has picked on a 
weaker target: small and poor Guyana, 
which borders Venezuela to the east. 
Venezuela has a historical claim to a 
huge, sparsely populated but mineral-rich 
territory lying west of the Essequibo river, 
which makes up two-thirds of Guyana (see 
map on next page). The dispute goes back to 
colonial times. It was settled by arbitration a 
century ago, but Venezuela never formally 
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Fuming in Ecuador 








Quito 


OOR Ecuador: hit by El Niño floods 
last year, it has since suffered bank col- 
lapses, general strikes and political paraly- 
sis. Last month it defaulted on some of its 
debts, and thus set off a row between pri- 
vate bankers and the ımF (see page 96). 
Now, as if ordered by the country’s angry 
creditors, nature is once again venting its 
wrath on Ecuador. 

Two of the country’s volcanoes are 
threatening to erupt. One is Pichincha, the 
4,675 metre (15,338 feet) mountain that tow- 
ers over Quito, the capital.On October sth, 
it let off a large cloud of steam, depositing a 
thin layer of ash over the city, and forcing 
the closure of the airport and schools. Con- 
fusingly, all this happened just after Qui- 
to's mayor had downgraded the official 
eruption alert, from orange to yellow. 

That was because Ecuador's Geophys- 
ics Institute thought—and still thinks—an 
immediate explosive eruption unlikely. 
The country is studded with volcanoes, 
and its vulcanologists are experienced; 
they may well be right. And even if the 
worst happens, the lie of the land should 
take any lava flows away from the city. 

Even so, Quiteños are on edge. Tearful 


villagers have been evacuated from Pich- 
incha’s slopes while alarmed city-dwellers 
have thronged the bus terminal, or stocked 
up on supplies. During the last big erup- 
tion, in 1660, Quito was left in semi-dark- 
ness for a day; ash fell for almost a week. A 
repeat could be in store: the vulcanologists 
reckon there is a 90% chance of an eruption 
of some kind, though the prevailing winds 
might spare the city more ash. 

Any eruption might still deal another 
blow to the economy, by hurting its impor- 
tant tourist industry. Ecuador has a wide 
range of natural attractions, ranging from 
the Galapagos islands to the Amazon jun- 
gle. But nature has been over-active of late. 
Another volcano, Tungurahua, close to Ba- 
ños, a popular tourist centre, is also spew- 
ing gas and threatening to erupt. Last year, 
an earthquake destroyed much of Bahia de 
Caraquez, a favourite beach resort among 
locals, and El Niño damaged many of the 
country’s roads. 

Not all of the tourist industry's prob- 
lems have natural causes. Quito airport has 
twice been shut down since 1997 for run- 
way repairs, and neglect does as much 
damage as floods to the roads. The recent 








Not exactly a tourist attraction 


kidnapping of 12 foreigners close to Colom- 
bia is a blot on Ecuador's reputation as a 
safe place in which to have a holiday. 

After five years of steady growth, rev- 
enue from tourism stagnated last year at 
$291m (2% of cpr). This year, it may plunge 
by as much as 20%. The number of visitors 
fell 2% in the first eight months of this year. 
Worse still, the collapsing currency means 
they are likely to have spent much less. 
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accepted the verdict, even though Guyana 
became independent from Britain in 1966. 
Venezuelan maps still show the area as dis- 
puted, and its governments have sought to 
raise the matter at the United Nations. 

Mr Chavez wants more: “We have start- 
ed to take some actions in order to bring the 
issue to the negotiating table,” he said darkly 
on October 2nd, as Venezuela was reflecting 
on the centenary of the arbitration award. 

This came as no surprise. Mr Chavez is 
an outspoken nationalist. Since taking office 
in February, he has riled the United States by 
being friendly to Cuba’s Fidel Castro, and by 
banning overflights by American military 
aircraft seeking to counter drug-traffickers. 
In addition, he has sought to thrust himself 
into efforts toend the guerrilla war in Colom- 
bia—with which Venezuela also has a 


tries is important, too. Past governments 
have laboured to defuse border incidents. 
Not Mr Chavez. First he said he would seek 
talks with the rArc, the largest of Colombia's 
guerrilla groups, after they had kidnapped a 
Venezuelan commercial aircraft, holding its 
passengers for a week. Then, last month, he 
helped arrange a high-profile meeting be- 
tween the ELN, the smaller guerrilla group, 
anda team of Colombian worthies. 

“We don’t want to involve ourselves in 
Colombian problems,” says Jose Vicente 
Rangel, Mr Chavez’s foreign minister. “It's 
Colombian problems that are involving 
Venezuela.” Perhaps so. But that is not how 
Colombia sees it. In the course of a visit to the 
United States last month, Colombia’s presi- 
dent, Andres Pastrana, bluntly issued a 





boundary dispute, over the waters of 
the Gulf of Venezuela. 

The land border between Venezu- 
ela and Colombia has long been the 
scene of tensions: drug-trafficking, 
smuggling and other annoyances all 
seem to flourish there. Guerrillas are 
active in the Colombian provinces of 
Arauca and Norte de Santander. They 
have sometimes crossed the border to 
kidnap ranchers. Recently, several 
hundred civilians fled into Venezuela 
to escape right-wing paramilitaries. 

But trade between the two coun- 
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Claimed by 
Venezuela 


COLOMBIA 





warning to Venezuela to stop meddling. 

Mr Chavez's assertive foreign policy has 
gained some diplomatic reward. Last March, 
he was quick to sign up to an OPEC agree- 
ment cutting oil production, which pro- 
duced a sharp rise in the price of oil. Next 
March, Mr Chavez will play host to the first 
summit of orec heads of state in 25 years. He 
isa tireless traveller: later this month, he is off 
ona five-country Asian tour. 

For all his nationalist gesturing, Mr Cha- 
vezis likely toshrink from serious confronta- 
tions. Some of the tensions with the United 
States have eased. Before he was elected pres- 
ident, the Americans had refused to grant a 
visa to Mr Chavez, who as an army officer 
had bloodily tried to stage a coup. But after a 
short meeting with President Bill Clinton last 
month at the United Nations, he seems 
to have quietly decided to drop his op- 
position to a small American military 
outpost on Aruba, which services drug- 
surveillance planes. 

The foreign junkets, and the selec- 
tive bullying of weaker neighbours, may 
provide some cheap political benefits 
for Mr Chavez at home. But they may 
also come to be seen by recession-weary 
Venezuelans as yet another distraction 
from the task that Mr Chavez has shied 
away from: putting the country’s mori- 
bund economy back on its feet. 
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Driving 
Lessons, 


Wharton's George Day coined the term 
“market-driven strategy,” used today 
by companies worldwide. 





are successfully drive 
your business, you must 
be competitively focused 
and customer focused. It’s 
a lesson too many people 
forget. 

Not George Day, 
Wharton marketing profes- 
sor. He introduced “mar- 
ket-driven strategy” to the 
business vocabulary — only 
one of the many innovative 
ideas developed by our 
world-class faculty. 

As the oldest business 
school in the world, 
Wharton has been at the 
frontier of finance, interna- 
tional business, manage- 
ment, strategy and market- 
ing. Driven by a faculty 
with unparalleled depth 
and breadth, Wharton 


continues to help 
organizations 
negotiate the tricky turns 
of our increasingly global 
environment. 

This rich tradition of 
innovation is the founda- 
tion for our executive pro- 
grams, which incorporate a 
unique blend of scholarly 
excellence and real-world 
pragmatism. These insight- 
ful, dynamic courses offer 
the opportunity to refocus 
and refuel. 

Are you running low 
on new ideas? Come to 
Wharton Executive 
Education. You'll put what 
you learn into action and 
quickly pull away from 
the field. 
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Israel's great divide 


JERUSALEM 


In pursuit of Arab-Israeli peace, Israel’s prime minister is finding that he must 
skate over the chasm that separates the ultra-Orthodox from other Israelis 


HUD BARAK looked cock of the walk as 

he opened the winter session of the Knes- 
set on October 4th. After weeks of vicious 
name-calling, his largest coalition partners, 
the Orthodox Shas party and the anti-Ortho- 
dox Meretz, were back on talking terms. His 
parliamentary majority was solidly intact. 
But the respite is bound to be brief: religious- 
secular strife is expected to 
break out again, soon. 

No real healing of Isra- 
el’s domestic divisions—the 
deeper agenda of Mr Ba- 
rak's rainbow coalition— 
has begun, or looks likely to 
begin. On November 8th, 
the High Court of Justice is 
to hear a politically fraught 
case involving conversions 
to Judaism performed by 
non-Orthodox rabbis. This 
could well set off new con- 
frontations, both on the 
streets and in the cabinet. 

Mr Barak, who is intent 
above all on carrying 
through his Arab peace pol- 
icy, emerged from the Shas- 
Meretz battle managing to 
look both tough and concil- 
iatory. With a “Nobody 
threatens me,” he rounded 
on Shas’s leader, Eli Yishai, before storming 
out of a negotiating session. Mr Yishai, the 
minister of labour and welfare, had suggest- 
ed that a crisis might lead to the collapse of 
Mr Barak’s government if the ministry of 
education, run by Meretz, did not pay the 
teachers in the Shas school system their long- 
overdue salaries. With 17 seats in the 120-seat 
Knesset, Mr Yishai wields quite a big stick. In 
the event, the teachers were paid, but only 
after the education minister, Yossi Sarid, 
forced the Shas rabbis and politicians to set 
about a drastic overhaul of the fast-growing 
but chronically maladministered network 
of Shas-affiliated schools and kindergartens. 

At a mass rally in Jerusalem on Septem- 
ber 27th, Mr Yishai was formally installed as 
Shas’s new leader. His disgraced predeces- 
sor, Aryeh Deri, whose appeal against a four- 
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year prison sentence for taking bribes is to be 
heard early in the new year, stayed away. 
The founder and spiritual mentor of the 
movement, Rabbi Ovadia Yosef, seems at 
last to have severed his own psychological 
dependency on the charismatic Mr Deri,and 
reasserted his authority. This could prove a 
fillip for Mr Barak’s peace hopes, since Rabbi 





Let orthodoxy be unalloyed, say Yishai and his rabbi 


Yosef is a consistent and committed dove. 
Moreover, he has the power to persuade the 
rank-and-file to support the prime minister 
in the referendums that Mr Barak has 
pledged to hold when either the Syrian or the 
Palestinian negotiations near agreement. 
Without the Shas voters, the Yes camp would 
be seriously diminished, perhaps defeated. 
This was the argument made recently, to 
mixed reactions, by Haim Ramon, the minis- 
ter without portfolio and a close ally of Mr 
Barak’s, at an acerbic session with liberal 
Jewish leaders in New York. He urged them 
to back off for the moment in their vigorous 
campaign for equal rights for non-Orthodox 
Jewish denominations in Israel. The Conser- 
vative and Reform sects, which together rep- 
resent over 80% of synagogue members in 
America, are not recognised under Israeli 


law as fully authentic forms of the faith. Mr 
Ramon pointed out that, regardless of the re- 
ligious demography in America, in Israel the 
Orthodox number in the hundreds of thou- 
sands and vote as their rabbis instruct them, 
whereas the Reform and Conservative com- 
munities are negligible. 

This is incontrovertible, but nevertheless 
jars awkwardly with the Barak government's 
diligent courting of the American-Jewish lib- 
eral lobby in support of its peace policy. It 
jars too—and this is further cause for Mr Ba- 
rak’s concern—with sentiments prevalent 
among the large Russian-immigrant com- 
munity in Israel, which is represented in Mr 
Barak’s government by Natan Sharansky 
and his Yisrael B’Aliyah party. One-third or 
more of the 800,000-odd immigrants from 
the ex-Soviet Union are not considered fully 
Jewish under the Orthodox 
interpretation of Jewish 
law—which is the law of 
the land in matters of perso- 
nal status, 

Ironically, Mr Barak 
could find himself facing 
the very challenge that 
proved insurmountable to 
his predecessor, Binyamin 
Netanyahu: the need to rec- 
oncile the contradictory do- 
mestic goals of the Ortho- 
dox and the immigrants. Mr 
Netanyahu was brought 
down, in part, by a whole- 
sale defection of immigrant 
voters who perceived 
him—and were encour- 
aged todoso by Mr Barak 
as pandering to the ultra- 
Orthodox. Now, in turn, the 
opinion polls are signalling 
a new and deep erosion in 
immigrant support for Mr Barak. 

Mr Sharansky, his ear to his home 
ground, is showing signs of restlessness. Last 
week he was reported to have pledged alle- 
giance to a new ginger group formed to fight 
against withdrawal from the Golan Heights. 
His deputy, Yuli Edelstein, has been speak- 
ing out against peace moves with the Pales- 
tinians. Mr Sharansky’s position is particu- 
larly exposed because he is the minister of 
the interior, and thus the man who must de- 
fend in court the entrenched Orthodox 
monopoly on determining who is to be regis- 
tered as Jewish under the law. When the co- 
alition was being wrangled over, Mr Sharan- 
sky and his people fought for control of the 
ministry. But now that he is in control, he 
finds himself still constrained by Shas and 
by the prime minister's overriding concen 
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not to lose Orthodox voters’ support. 

Barely 100 days into his administration, 
electoral considerations ought not to matter 
to Mr Barak. Mr Netanyahu’s experience 
proved that under the current Israeli system 
of government, which came into effect in 
1996, even unpopular prime ministers are in- 
vulnerable, at least for the first half of their 
term. But Mr Barak has hastened his own 
moment of reckoning by promising the ref- 
erendums and committing himself toanam- 
bitious diplomatic timetable. 

He has pledged a framework agreement 
with the Palestinians by February, an Israeli 
withdrawal from south Lebanon—prefer- 
ably as part of a peace treaty with Syria—by 
July,and a final agreement with the Palestin- 
ians by the end of 2000. Holding together his 
disparate partners and holding off their in- 
exorable confrontations will provide him 
with quite enough to do domestically till 
then. Deep healing will have to wait. 


Iran 


Guardians of 
the ballot box 


TEHRAN 


T WAS billed as the election that would 

bring Iran and democracy together, after 
years of a flirtatious courtship. Candidates 
ofallstripes would be allowed tocompete in 
a parliamentary vote scheduled for mid- 
February. Even the outcome seemed clear: 
reformers wereexpected to win a majority of 
the seats, changing the complexion of Iran’s 
parliament from one dominated by conser- 
vatives to one that backed the reform-mind- 





ed president, Muhammad Khatami. 

But last week the old parliament ap- 
proved legislation which, in effect, perpetu- 
ates its conservative majority by banning 
many leading reformers from qualifying as 
parliamentary candidates. The new law 
gives the Council of Guardians—six conser- 
vative clerics and six jurists—vast powers to 
micro-manage the election. 

The legislation is so specific that some of 
the provisions seem tailor-made to bar cer- 
tain liberals from the election. For instance, 
one clause in the law requires all candidates 
to have resigned from their current posts 
months ahead of the vote. This would keep 
out two liberals, Jamileh Kadivar and Abdol- 
lah Nouri, who resigned from Tehran city 
council only a few weeks ago. 

That aside, the Guardians now have the 
right to disqualify any candidate who has 
ever been associated with an “illegal group”. 
But the definition of such an affiliation is not 
given, freeing the Guardians to make arbi- 
trary decisions. And if any candidate should 
appeal against the Guardians’ verdict, a deci- 
sion will not be rendered until after the elec- 
tion. In addition, the new law raises the vot- 
ing age from 16 to 17, depriving an estimated 
1.5m voters—most of whom would be likely 
to vote for reform—from taking part. 

Even if pro-reformers, beating the obsta- 
cles, do manage to get themselves qualified 
to compete, they will still face the fact that 
the conservatives have manoeuvred their 
own people into an advantageous position 
to rig the vote. Officials from the interior 
ministry used to be charged with inspecting 
all ballot boxes in order to ensure that no 
stuffing took place. Now, local committees 
appointed by the Council of Guardians are 
to be the sole keepers of the ballot boxes, 
both before and after the voting. 


Khatami’s own, and rather bonnier, guardians 
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The governor of Kurdistan, Abdollah Ra- 
mazanzadeh, is calling for the election to be 
cancelled. The deputy interior minister, 
Mostafa Tajzadeh, has suggested a more dip- 
lomatic way out. The new law should be ap- 
plied to future elections, he says, but not to 
the February one, because insufficient notice 
had been given to potential candidates. But 
the conservatives are not happy with that. If 
they lose their parliamentary majority in 
February, they say, reformers will simply re- 
scind the new law before the next election. 

There is still a chance that behind-the- 
scenes political dealing will save the day. 
Iran’s supreme leader, Ayatollah Ali Khame- 
nei, could, if he chooses, exert pressure on 
the Guardians, whom he himself appoints, 
to overrule parliament's decision. The likeli- 
hood of a low turnout might encourage him 
do so. If the new law goes ahead, analysts 
predict that only 15m-16m people, or less 
than half the electorate, will vote. Voting in 
Iran is not compulsory, but considered an 
“Islamic duty”, and a low turnout would em- 
barrass the clerical establishment. 

In his sermon last Friday, Ayatollah Kha- 
menei gave Mr Khatami public backing for 
the first time. Another first: after the prayers, 
the two men fondly embraced. Will this 
show of affection translate into political sal- 
vation for the Khatami camp? 


Angola 


Battling, in the 
rain 


HE Angolan rumour mill has been in 

overdrive this week, fuelled by reports 
that the government's forces have notched 
up their first major victory since the resump- 
tion last December of their war with Jonas 
Savimbi's una rebels. The government ap- 
pears to have driven the rebels out of Bai- 
lundo, a shabby town in the central high- 
lands. Although of questionable strategic 
significance, Bailundo is the traditional capi- 
tal of Mr Savimbi’s Ovimbundu people. It 
was the seat of the king, and also the starting 
point of the 1902 Ovimbundu rebellion 
against Portugal, the colonial power. It is, 
therefore, of great symbolic importance. 

The army tried twice at the beginning of 
the year to take Bailundo and, more to the 
point, Andulo, unita’s headquarters 90km 
(55 miles) to the north-east. Both offensives 
failed dismally. Since May, the country has 
been awaiting a third attack by the govern- 
ment, timed to coincide with Angola’s dry 
season, which is thought to favour the gov- 
emment’s conventional forces. But now, as 
the rains, which favour the rebels’ mobile 
guerrilla tactics, are just beginning, the gov- 
ernment, perhaps encouraged by the oil- 
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price rise and the chances of filling 
its war chest, has belatedly started 
its offensive. 

Rebel communiqués say the 
government push began in mid- 
September, with round-the-clock 
aerial bombardment of Bailundo, 
Andulo and other unrta bastions. 
The rebels claim that the govern- 
ment'’s forces used napalm, cluster 
bombs and defoliants as well as 
conventional explosives (the air 
force is known to have used na- 
palm in Congo-Brazzaville last 
year). Witnesses report that Rus- 
sian-made MiG and Sukhoi fighter 
planes have been flying hundreds 
of sorties from the government's 
two main air bases, at Catumbela 
and Lubango. Having in the past 
suffered huge losses trying to take 
UNITA’s strongholds with ground 
forces, the government's current 
tactic is to obliterate all resistance 
from the sky, and then send the in- 
fantry in. Bailundo has reportedly 
been flattened: a hideous ques- 
tion-mark hangs over the fate of 
its civilian population. 

In the wake of the aerial bom- 
bardment, government forces 
have begun advancing from the cities of Ma- 
lange, Huambo and Kuito, all towards An- 
dulo. The advance south out of Malange has 
been held up at the Cuanza river. Another 
advance, north-east out of Huambo, has 
passed through the ruins of Bailundo and is 
said to be bogged down in fighting on the 
road to Andulo. 

A third advance—north out of Kuito—is 
just beginning: the city’s airport was shut to 
civilian aircraft for the whole of last week, of- 
ficially for repairs but actually to allow an 
unimpeded stream of military cargo planes 
to land. The army has also launched smaller 
operations in Uige, Huila and Moxico prov- 
inces. With all this going on, many people 
voice doubts about the government's ability 
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to sustain the offensive on so many fronts. 

Yet it is impossible to find out exactly 
what is going on in the battlefield. There are 
no independent witnesses, and UNITA’s 
communiqués contain a lot of wishful 
thinking. The government, for its part, ans- 
wers all inquiries with stony silence. After its 
earlier embarrassing failures to capture Bai- 
lundo and Andulo, officials are under orders 
from the president himself to say nothing 
about the offensive until it is successfully 
completed. If it fails, the government will 
pretend it never took place. 

So far, the government has succeeded in 
pushing back unrta’s artillery, and thus 
halting the rebels’ bombardment of the gov- 
ernment-held main cities. But the rebels 
have responded by deploying their 
guerrilla units to areas of economic 
importance to the government—a 
strong signal that the war will not be 
won with the capture of Bailundo and 
Andulo. In the past week there have 
been two attacks on oil workers near 
Angola’s only onshore oil installation 
at Soyo, and one on the fringes of the 
capital, Luanda. 

For civilians, the worst impact of 
the offensive will be agricultural. It 
comes just as farmers should be plan- 
ting their crops for the main growing 
season, and it is happening in the 
most fertile part of the country. 
Whether it succeeds or not, the gov- 
ernment'’s offensive will leave many 
Angolans facing starvation. 

— | 


INTERNATIONAL 
Britain and East Africa 


Who's fooling 
whom? 


HEN Peter Hain, Britain’s new minis- 

ter for Africa, goes off to Kenya, Ugan- 
da and Tanzania on October uth, he will not 
only be paying his first visit to his new patch 
but also returning to the land of his birth. 
Kenyan-bom Mr Hain counts himself as a 
“son of Africa”. And he has done the conti- 
nent some service already. Some 20-odd 
years ago, he led campaigns to stop apart- 
heid South Africa playing sport with other 
countries. Direct action, such as digging up 
pitches, led to clashes with the police. To 
right-wingers he was “Hain the pain”. To 
campaigners against apartheid, despite his 
taste for self-promotion, he was a hero. He 
narrowly escaped being blown up by a let- 
ter-bomb, probably sent by the South Afri- 
can secret police. 

Now Mr Hain is in charge of British poli- 
cy on Africa. Although aid, one of the tradi- 
tional levers of British influence, is in the 
hands of another department, he will be a 
more powerful voice than his predecessor, 
Tony Lloyd. He has a wider brief, is better 
connected to Labour’s leaders and seems de- 
termined to make Africa more of a priority, 
both with his own government and in inter- 
national forums. 

In a recent speech, he announced that 
Britain would in future back well-behaved 
countries only: “We will support those who 
stand up for democracy and human rights. 
We will help governments who want to re- 
form their economies.” This sounds fine in 
principle. But Africa, as Mr Hain knows all 
too well, does not divide into good, demo- 
cratic, reforming countries and bad, corrupt 
dictatorships. Uganda, at least until now, has 
been considered relatively good by the Brit- 
ish government, even though it has no multi- 
party democracy, whereas Kenya, which 
does hold multi-party elections, is consid- 
ered relatively bad. 

So Mr Hain’s message will be mixed. The 
signal to President Yoweri Museveni of 
Uganda will be: if you want British support 
to continue, you have to democratise. A ref- 
erendum on Uganda’s “no-party” system is 
due next year, and there are fears that Mr 
Museveni will use his powers to make sure 
that the vote goes against multi-party de- 
mocracy. He will be urged by Mr Hain to 
keep the poll free and fair and notlock Ugan- 
da intoa“no-party” system for ever. 

Kenya is the trickiest country on Mr 
Hain’s itinerary. On the one hand, Kenya has 
been the most stable state in the region; it is 
also a base for humanitarian operations in 
Sudan and Somalia. The country still has a 
prosperous middle class and some relatively 
clean areas of commerce where it can oper- 
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ate. On the other hand, Kenya’s government 
isin the grip of a corrupt elite that seems con- 
tent to allow the economy to run into the 
ground so longas it can graba share. 

Mr Hain will find Kenya's government 
knows precisely when it can resist donors’ 
demands, when to use charm, when to cry 
“neo-colonialism” and when to make prom- 
ises of reform—promises it will break when 
new loans are obtained and the donors’ 
backs are turned. In Kenya, as in many coun- 
tries in Africa, the donors are not necessarily, 
or even often, in control (see next story). 

President Daniel arap Moi is a past mas- 
ter at the game of sending confusing signals. 
Witness his recent appointments. In July he 
pleased donors by appointing Richard Lea- 
key, a former palaeontologist and head of 
Kenya's wildlife service, as head of the civil 
service, with promises of an anti-corruption 
shake-up in the ministries. And, indeed, 
things have already started to improve. But 
in September he appointed Bernard Chun- 
ga, the long-serving deputy public prosecu- 
tor, and a man deeply loyal to the regime, to 
be chief justice. He did so without consulting 
the judges or the Law Society of Kenya. 

Similarly, Mr Moi pleased the donors by 
cutting the number of his ministries from 28 
to 15. But he then infuriated them by ap- 
pointing extra ministers so that his cabinet 
remained the same size as before—with sev- 
eral of the most controversial faces still there. 


H5 liberation made women happier? 
After a century of fitful change in the 
developed world, the question is still being 
asked. It is answered, to some extent, in the 
latest of The Economist's world polls, car- 
riedout by the Angus Reid Organisation. 
The poll is based on interviews with 
more than 3,000 women in 11, mainly de- 
veloped, countries. The results throw up 





Despite octasional rows, Brit in, the ex-colo- 
nial power, has usually been lenient towards 
the Kenyan government. This time, the mes- 
sage will be that there is no special relation- 
ship, and that Kenya will be judged by what 
it does, not by what it says. 

-a 


Creative accounting in Africa 


Hidden skills 


He recent incidents show how easy it is 
for governments to hide extra-budgetary 
spending from the prying eyes of the imr 
and the World Bank. After a long wrangle 
over government spending, Zimbabwe was 
awarded a $193m loan by the mr in August. 
Zimbabwe had maintained to the Fund that 
it was spending only $3m a month on keep- 
ing troops in Congo in support of the Congo- 
lese government. 

On October 4th, the Financial Times, a 
British daily, reported that an internal memo 
from the finance ministry showed that the 
real budget for the Congo operation was get- 
ting on for ten times as much: $166m be- 
tween January and June. In response, Zim- 
babwe's finance minister, Herbert Murerwa, 
said he had satisfied the mr over the dis- 
crepancy. Oh no you haven't, said the IMF 
soon afterwards and asked for clarification. 


| Granny knew best, ‘maybe 


of women has improved, at least over the 
past two generations, is near-universal. Of 
those interviewed, 93% said that they are in 
a better position than were their grand- 
mothers. Only in Mexico and South Africa 
did many women express doubts about 
that belief. Yet, at the same time, a majority 
of all the women asked said that they be- 
lieved themselves to be no happier than 









Inearly September a senior Ugandan po- 
liceman appeared before a commission of 
inquiry into police corruption in Uganda. He 
explained that he could not account for a 
chunk of the money allocated to the police 
because such payments were regularly 
passed on to the Ministry of Defence. The 
commission summoned the head civil ser- 
vant at the defence ministry, who promptly 
corroborated the story, saying the defence 
ministry disperses its expenditure among 
other ministries, because the government 
does not want trouble from aid donors who 
insist on limits to military spending. 

Both the World Bank and the mmr rely 
largely on member government's own fig- 
ures and inspection systems. Unless big dis- 
crepancies are drawn to their attention, it is 
hard for their local representatives to find 
them.Once money is recorded in the system, 
it is easier to trace. But most African govern- 
ments are skilful at concealing budgets for 
special projects. Almost all the revelations 
about secret spending havecome tolightasa 
result of a whistle-blower in government, or 
through press or parliamentary probes. 

A deal on debt repayments for many 
poor African countries was agreed on at the 
recent World Bank and mr annual meetings 
in Washington. Unless the supervision gets a 
great deal sharper, much of the money saved 
could end up fuelling Africa’s wars. 


renee remnant te 


Women have demonstrably not given 
up on the liberation ideal. In all, 58% of the 
sample said that they should have all the 
rights and opportunities that men enjoy, 
and a further 24% said that they should 
have almost all. In only two countries did 
women in large numbers recoil from want- 
ing such equality. In Japan, facing up to re- 
alities, only 21% wanted to be equal; in Swit- 
zerland, only 39%. 

How much equality do women think 
they have achieved? Only 8% of the sample 
Per that they had all the same rightsas | 

men. A further 31% thought | 
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that they had almost all. 
Against this, a hefty 37% 
grumbled that they had 
only some of them. 

Then there is the happi- 
ness question. In fact, not 
many women feel that 
they are unhappier than 
their grandmothers’ gener- 
ation. But if you add those 
who think they are less 
happy to those who will 
admit to being no more 
than equally happy, they | 
outnumber those who 
think they are happier by 
54% to 41%. The elixir of 
happiness remains elusive. 
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ğ Revolutionary 


Sometimes you get more than you 








bargained for. 





George Mokonchu's client came 
looking for improved quality in the 


hydraulic fittings they produced 





What they ended up with was 
transformation. First, George and 
his colleagues applied intensive 
process analysis to identify the root 
causes of spec variations; second, 
they devised an integrated change 
management plan to address them; 


third, they began helping their client 





to re-engineer the production process. 


The really effective revolutionaries 


are often those you'd least suspect 
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EUROPE 


Fascism resurgent? 


The strong showing of a far-right party in Austria’s recent general election 
does not suggest a continental revival of the kind of politics that ruined Europe 
half a century ago. It is getting harder, though, to draw a line between the 


respectable right and the nasty right 


AST weekend, in one of the most prosper- 
ous and steady countries in Europe, more 
than a quarter of those who voted plumped 
for a party whose leader, Jorg Haider, is 
widely regarded—especially outside his 
own country—as the next worst thing to a 
Nazi. Each of Austria’s two established par- 
ties, the Social Democrats and the conserva- 
tive People's Party, which have run the coun- 
try between them since 1945, got their lowest 
proportion of the vote in any post-war elec- 
tion. Mr Haider’s Freedom Party came sec- 
ond (though the final count of absentee bal- 
lots might yet bump it down to third) with 
27%, behind the Social Democrats’ 33% but a 
whisker ahead of the People’s Party. Will Mr 
Haider now get his first slice of top-level 
power, in coalition? And, if he did so, would 
this mean that fascism was crawling back 
into the mainstream of European politics? 

The answers are that it is hard to say— 
and no. The Social Democratic chancellor, 
Viktor Klima, who has governed Austria 
since 1997 in coalition with the People’s Party 
under Wolfgang Schüssel, says he will never 
share power with the Freedomites, Mr 
Schüssel previously said he would bow out 
of government altogether if his lot came 
third. Though constitutionally feasible, it is 
unlikely that the Social Democrats, as the 
largest party, would rule as a minority gov- 
ernment, perhaps with the Greens, who 
pulled in 7%; at a big pinch, they might just 
seek a minimal agreement (on a budget, for 
instance) with the mainstream conserva- 
tives, without resuming their 13-year-old co- 
alition. But the big question is whether Mr 
Schüssel might, after all, be prevailed upon 
by some of his power-hungrier colleagues to 
team up, as chancellor, with the controver- 
sial Mr Haider after all. 

To judge by the steamy comments of 
some leading politicians across the conti- 
nent, an Austrian government with the Free- 
domites on board would put the country be- 
yond the pale. Not so, said Edmund Stoiber, 
who leads Bavaria’s right-wing Christian So- 
cial Union and is himself a possible future 
German chancellor. Looking south across 
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his state’s border, he said that a long period 
of rule by “grand coalition”, as in Austria, 
was always bad; that, by implication, Mr 
Haider's lot had genuinely changed their 
spots; and that the mainstream conserva- 
tives should agree to share power with them. 

Other continental conservatives were 
less sanguine. Volker Riihe, a leading Ger- 
man Christian Democrat, upbraided Mr 
Stoiber for his indulgence towards Mr Hai- 
der. Italy’s former fascists, led by Gianfranco 
Fini, who themselves briefly shared power 
in a ruling coalition in 1994, sounded cau- 
tious: Italian and Austrian ultra-nationalists 
have unsettled territorial arguments. But Mr 
Fini said that Mr Haider was “no racist and 
no Nazi”, 

So how frightening is he? There is no 
doubt that Mr Haider, the son of a Nazi offi- 
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cial and notorious, some years ago, for prais- 
ing aspects of Hitler’s “employment policy” 
and for toasting a bunch of former ss veter- 
ans as “decent fellows”, gets the old Nazi 
vote—in a country which never truly de- 
nazified itself and proportionately had more 
Nazi party members, in Hitler's time, than 
Germany did. Moreover, Mr Haider’s people 
clearly pander to racial and xenophobic prej- 
udice, harping on illegal immigration and 
the crime that they blame on it. 

But Mr Haider alsoespouses more defen- 
sible policies. His strongest card is opposi- 
tion to the system of Proporz, whereby pa- 
tronage for all sorts of public jobs, down to 
bottle-washers and drivers, still tends to be 
shared out among card-holders of the two 
establishment parties. Mr Haider has other 
strong views that are likewise unexception- 
able on democratic grounds. He was against 
Austria joining the European Union, though 
he no longer argues for withdrawal; with im- 
migration again in mind, he is against the 
EU's east-bound expansion. Another policy 
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EUROPE 





BRUSSELS 


RUMBLING as it went, the European 
Parliament decamped again to Stras- 
bourg this week, holding its third monthly 
session in a new chamber costing $400m 
and derided by all for its internal ugliness 
and almost surreal impracticality. Insults 
and threats of writs are flying among the 
various parties to the construction. But 
even when all the lifts are working reliably 
and when all the gloomy black walls have 
been repainted in more pleasing pastel 
hues, the basic problem will remain. It is 
crazy to have the parliament meet in Stras- 
bourg at all. 

A fortune is squandered each year 
shuttling Euro-mps, their staff and their 
tons of paperwork between Brussels, 
where committees meet and some plenary 
sessions are held; Strasbourg, where 12 ple- 
nary sessions must be held each year; and 
Luxembourg, where part of the secretariat 
is lodged. Just as bad, this life of constant 
travel encourages the systematic and semi- 
official fiddling of expenses which Euro- 
mpsfindirresistible and which so tarnishes 
their image. 

Euro-mps claim that they suffer more 
than anybody from this system. They see 
the damage it does to their efficiency and 
reputation. Most would rather do all their 
business in Brussels—where, to try to force 
the hand of eu goverments, a palace of al- 
most insane grandiosity was recently built 
at a cost of $1 billion. But they claim they 
are impotent to act, because the main seats 
of the Eu institutions were fixed irrevoca- 
bly in the Amsterdam treaty of 1996. France 
secured the parliament for Strasbourg, and 





Europe’s misplaced parliament 


that—so French governments must 
think—is that. 

The Euro-mps are wrong. Or, at any 
rate, they may well be too timid in their 
thinking. In practice there is nothing to stop 
them refusing unilaterally to go to Stras- 
bourg, and voting to hold all their meetings 





Getting in a Euro-twist 


in Brussels instead. Without doubt this 
would breach the treaties. Without doubt 
the French government would go to the Eu- 
ropean Court of Justice. And without 
doubt the court would find in favour of 
France. (French Euro-mps might take their 
government's side and boycott the cham- 
ber: it would be an interesting test of their 
loyalties.) 

But then what? The court could not or- 
der Euro-mps to be jailed, or transported to 
Strasbourg by force. Instead, a constitu- 
tional crisis would ensue. Some or all of the 
proceedings of the parliament would be 
deemed illegal. Most of the legislative busi- 
ness of the Eu would be paralysed. 

At this point parliament would have 
lost the legal battle. But it would go on to 
win the much more important political 
one. It would be fighting to save money and 
reinforce democracy within the Eu. 
Against it would be ranged a French gov- 
ernment determined to promote the inter- 
ests of a single French provincial city at the 
expense of all Europe. It would be right ver- 
sus wrong; and the whole functioning of 
the eu would be hostage to the outcome of 
the row. If the parliament kept its nerve, a 
deal would have to be done among govern- 
ments whereby France could decently 
back down. 

There is always the procedural objec- 
tion that this would require a treaty 
change, and changing eu treaties is a diffi- 
cult business. So it is, ordinarily. But, conve- 
niently enough, the eu plans an inter-gov- 
ernmental conference in 2000 at which 
treaties will be revised in any event. An ex- 
tra paragraph relating to the parliament 
could easily be tacked on. It is hard to imag- 
ine a more promising moment for Euro- 
MPs to experiment with civil disobedience. 








puts him closer to most other continental 
mainstreamers: unlike Austria’s Social Dem- 
ocrats, he, along with the People’s Party, 
wants his country to join NATO. Lastly, he has 
shed the corporatism of his Nazi political 
forebears, arguing instead for privatisation 
and alow, flat tax on income, 

The real respectability yardstick, for Mr 
Haider and others with the far-right label, is 
whether they are true parliamentary demo- 
crats who accept the rule of law, replete with 
safeguards for minorities. Maybe they do 
now. Would they if by chance they won 
power—as Mr Haider conceivably might? 

Across Europe, the answers vary. Disci- 
ples of Jean-Marie Le Pen seem to long for a 
punch-up in the street. So do the hate-filled 
ultra-nationalists of Central and Eastern Eu- 
rope, for whom parliaments are generally 
obstacles in countries where democracy is 
still taking root—for instance, the Czech Re- 
public, Slovakia, Hungary and Russia itself. 
But nowhere is fascism clearly a looming fea- 
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ture of the political landscape. 

More promisingly, several political par- 
ties that have roots in anti-democracy have 
genuinely joined the mainstream: despite 
their lineal descent from Mussolini, Italy's 
post-fascists, under the rather canny Gian- 
franco Fini, are nowadays accepted, even on 
the left, as havinga legitimate role—as demo- 
crats. And in Spain, the ruling mainstream 
conservative People’s Party, under Jose 
Maria Aznar, which pulls together several 
strands including one that threads back to 
the old authoritarian right of General Fran- 
co, has moved far enough to the centre to 
have made its leader an avowed political 
soulmate of Britain’s Tony Blair. 

There are also parties with the far-right 
tag which are, in fact, extreme libertarian, 
and which, by the by, want to squeeze the 
welfare state. In Norway, where such atti- 
tudes are controversial, Carl Hagen’s Pro- 
gress Party has steadily crept up in the polls, 
and now gets about 15%, but he is hardly a 


threat to Scandinavian democracy, let alone 
heir to the viciousness of Vidkun Quisling, 
Hitlers Norwegian nominee. Likewise, in 
Switzerland, the flinty, populist, anti-eu Peo- 
ple’s Party, with—yes—a whiff of anti-immi- 
grant nastiness (a charge also laid against Mr 
Hagen), has had similar success challenging 
the woollier conservatism of the Christian 
Democrats for the mantle of the broad right. 
But it would be unfair to call it crypto-Nazi. 
All told, parties with a Nazi flavour are 
doing poorly across the continent. In south- 
ern Europe, where post-war democracy was 
once weakest, the anti-democratic parties, 
from Portugal to Greece, have fizzled. In 
northern Europe, xenophobic parties (in 
Denmark, for instance, and in ethnically di- 
vided Belgium) can sometimes notch up 
weighty scores in decrepit cities, often egged 
on by hostility to the sovereignty-eroding 
European Union. But they never come close 
to getting real power, beyond the odd city 
hall. In France, the splitting of Mr Le Pen’s Na- 
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tional Front into two wings, one of them pur- 
porting to be more civilised than the other, 
seems to have done for both bits of it. 

The worst recent outbreak of the nastier 
sort of far-right virus has been in eastern 
Germany, where the racist German People’s 
Union (pvu), exploiting high unemploy- 
mentand post-unification trauma, got 13% in 
astate election last year. But its vote slumped 
thereafter. Germany’s twitchiness about its 
past is still reassuringly acute: there is little 
sign of a thorough-going far-right revival. 

Anglo-Saxons and perhaps Nordics, 
without the baggage of a recent fascist, com- 
munist or authoritarian past, are more com- 
fortable with the simple labels “right” and 
“left”. Other continentals prefer “centre- 
right” and “centre-left”, fearing that plain 
“right” carries a hint of anti-democracy. 
More and more continentals tend to think, 
“We are all centrists now.” Even the once un- 
doubted far-righters, such as Messrs Fini and 
Haider in Italy and Austria, would love to re- 
label themselves as just plain right. 

A certain queasiness is inevitable when 
their vote count starts matching or even 
overtaking their rivals on the old centre- 
right. In the early 1920s, their forebears were 
unwisely shrugged off, often as comical irrel- 
evances. But that was then. Democracy now- 
adays is much stronger, prosperity much 
more widely spread. It would be better if Mr 
Haider were sent packing. But—thanks in 
part to the transnational strictures of the Eu- 
ropean Union—neither Austria nor Europe 
will suffer unduly if he is not. 
ESO 


Germany's ex-communists 
Creeping up 


EN years after the fall of the Berlin Wall 

and billions of p-marks of western Ger- 
man aid later, East Germany’s former com- 
munists, once puppets of the Russians, must 
surely be on the wane. Not so. Since Germa- 
ny’s unification, the Party of Democratic So- 
cialism (pps), the communists’ direct succes- 
sors, have seen their support in regional 
elections in the five eastem states go up from 
around a tenth to 20-25%. 

In the past 12 months, they have joined— 
for the first time in any state—a ruling coali- 
tion, in the bleak northern reaches of Meck- 
lenburg-West Pomerania. They have pushed 
Germany’s ruling Social Democrats into 
third place—also for the first time—in two 
other states, Thuringia and Saxony, both in 
the east. And some pollsters now say that the 
ex-communists are backed by as many as 
29% of eastern voters, seven points more 
than a year ago. At the same time, the Social 
Democrats’ support has tumbled from over 
a third to barely a fifth. 

The pps is beginning to be noticed across 
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the country. In last year’s election to the Bun- 
destag, the federal parliament, the party 
broke through the 5% barrier for the first 
time, winning 36 seats, twice what it won 
(under special election rules for easterners) 
in united Germany’s first parliamentary 
election in 1990. Last summer, it entered the 
European Parliament for the first time after 
picking up nearly 6% of the German vote. 
And last week it embraced its first “defector” 
at national level—a Social Democratic mem- 
ber of the Bundestag from Bavaria. It hopes 
that more left-wing deputies, disillusioned 
with the Social Democratic-led govern- 
ment’s policies, may follow. 

The party is seeking to fill the gap left by 
the Social Democrats’ shift to the centre, 
marked by the huffy exit in March of Oskar 
Lafontaine, who was Germany’s finance 
minister, the Social Democrats’ chairman 
and standard-bearer of its old left. Now, to 
the delight of the pps, he is embarrassing 
Gerhard Schröder, Germany's chancellor, 
by trailing virulently hostile excerpts of a 
book, due out on October 13th, attacking his 
former colleague's “neo-liberal” policies and 
alleged incompetence. 

The pps is also beginning to attract disen- 
chanted Greens, incensed by their once 
fiercely pacifist party’s support for the Kos- 
ovo war and, as part of the ruling coalition, 
for the government's austerity package. But 
most of all the party is cashing in on the re- 
sentment felt in the eastern states, where re- 
generation after 40 years of communism is 
proving painfully slow. 

In fact, living standards in the east have 
gone up sharply. The trouble is the glaring 
disparities that still divide east and west. A 
fifth of eastern workers are out of work— 
twice the western proportion. Wages are 
about 20% lower; in some industries, compa- 
nies pay workers brought across from the 
west twice as much as easterners doing the 
same job in the same factory. The pensions 
of Ossis (easterners), though catching up, are 
still some 15% less. And nearly all top jobs are 
held by Wessis—westerners. Small wonder 
that some easterners, forgetting the hard- 
ships of the past, are harking back to the 
“good old days” when everyone was guaran- 
teed a job and somewhere cheap tolive. 

Few easterners want to go back to a sepa- 
rate communist state. Two-thirds say they 
are pleased that Germany is one. Nearly half 
see all Germans as ein Volk—one people. But 
many resent the way they have been “taken 
over” by westerners who seem to think they 
are somehow “superior”. Increasingly, the 
Ossis want to take things into their own 
hands, even if they are less qualified and ex- 
perienced. The pps is beginning to cast itself 
more plausibly as a reformed party led by 
clever people who can articulate the resent- 
ments of easterners, not just as a retread of 
the party that once oppressed them. 

True, the vast majority of its 100,000-odd 
members and around two-thirds of its top 
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layer were members of the old East German 
communist party (which once had 2.3m 
members, including almost the entire mana- 
gerial elite). But the old guard has been pretty 
well eased out. The revamped party has 
dropped most of the old communist doc- 
trine. Itaccepts German unity and European 
integration; argues for a mixed, though 
strongly regulated, economy; and is gradu- 
ally being accepted as a “normal” left-wing 
party—at any rate, in the east. 

In the west, it is still feared and hated, 
getting a paltry 2% of the vote. But even there 
it is slowly creeping up: it gets twice the vote 
it had immediately after unification. Of its 37 
Bundestag members, n are now Wessis. And 
in last month’s local elections in North 
Rhine-Westphalia, it won council seats for 
the first time in such big towns as Duisburg 
and Essen. It is beginning to make inroads 
into Germany’s powerful western-based 
trade unions too. 

Its boldest hope is to replace the Social 
Democrats as the second party in the east 
after the Christian Democrats. And it 
dreams of overtaking the struggling Greens 
and withering Free Democrats, Germany's 
economic and social liberals, to become the 
third force in Germany as a whole. The three 
minnows—ex-communists, liberals and 
Greens—are neck and neck in the polls, with 
about 5% of the vote each. And of that trio, 
morale these days is highest in the pps. 
aerate nner ent O E E EI EE m 


Catalonia’s election 


A new king? 


BARCELONA 


OR almost 20 years, Jordi Pujol has ruled 
as uncrowned king of Catalonia, defer- 
ting—ceremonially—only to Spain’s actual 
monarch, Juan Carlos, while making and 
breaking governments in Madrid. Indeed, 
Spain’s current government still depends on 
him for its survival. But his reign in Catalonia 
is in danger of being drawn to aclose. 
His brand of fierce nationalism, which 
has given his region more self-government 
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than ever before, is under threat from a 
thoughtful socialist, Pasqual Maragall, a for- 
mer mayor of Barcelona who wants to make 
Catalonia less inward-looking, less prickly 
about its identity and more open to the rest 
of Spain. Grandson of a distinguished Cata- 
lan poet, Mr Maragall may look like a rather 
modish teddy bear, but he is tough—as he 
needs tobe if he is todethrone Mr Pujol in the 
election to Catalonia’s regional parliament 
on October 17th. 

Mr Maragall has some useful advan- 
tages. For a start, many Catalans who once 
supported Mr Pujol feel he has been in pow- 
er long enough. Though Mr Pujol himself is 
not accused of feathering his nest, a whiff of 
moral decay permeates his administration. 
Friends and relations seem to have done 
rather well. Several of his business chums are 
coming under scrutiny in court. 

But Mr Pujol remains a formidable op- 
ponent. Even his opponents concede that he 
did a fine job during the sensitive period 
when Spain moved from dictatorship to de- 
mocracy, establishing along the way a quasi- 
federal system of 17 autonomous regions, 
with Catalonia and the Basque country to 
the fore. Moreover, he is a tireless campai- 
gner on the stump, still striking a powerful 
chord with ordinary people across the re- 
gion, whereas Mr Maragall has more of an ur- 
ban flavour. The latest opinion polls give Mr 
Pujol a slim lead of up toa couple of percent- 
age points, which might secure him 54 out of 
the 135 seats in Catalonia’s parliament 
against 48 or so for Mr Maragall. 

This means that if either man is to win 
Catalonia, he will need allies from other par- 
ties. Mr Pujol’s coalition of conservative and 
Christian Democratic nationalists, known 
as Convergence and Union, have been back- 
ing Spain’s governing centre-right People’s 
Party in Madrid since its leader, Jose Maria 
Aznar, the current prime minister, failed to 
win an overall majority of seats at the last 





Pujol hasn’t said goodbye yet 
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A Portuguese riddle 


HE main question in Lisbon, unless 

the opinion polls are wildly out, is 
whether the Socialist prime minister, Ant- 
onio Guterres, will win so handsomely in 
the general election due on October 10th 
that he gets an outright majority of parlia- 
mentary seats for the first time in the his- 
tory of Portugal's Socialists—or whether 
he merely wins comfortably. His rival, 
Jose Manuel Durao Barroso, the newish 
leader of the main centre-right opposi- 
tion, the confusingly named Social Demo- 
crats, has failed to make an impact: his 
party is languishing a good ten percentage 
points behind the Socialists. And the ex- 
communists and the People’s Party, on the 
hard left and right respectively, will each 
be lucky to get a tenth of the vote. Mr Gu- 
terres, still only 50, looks set for another 
five years in power. 

He has two things going for him. First, 





Portugal is doing well. Its economy will 
grow this year by some 3.5%. Inflation is up 
a bit, at 2.5%, but unemployment is under 
5%. Living standards have risen fast. Car 
sales have soared. The housing market 
booms. Interest rates are low. 

Second, Mr Guterres is himself re- 
markably popular. He has managed to 
shift his party to the free-market right, 
foreshadowing Tony Blair’s favourite 
themes, while continuing to be seen by 
most Portuguese as a decent person who 
cares about the poor. It is widely thought 
that, had Romano Prodi failed to win the 
presidency of the European Commission, 
Mr Guterres would have been well- 
placed to get the job. Most Portuguese, 
who are proud that their country has 
managed to join the single currency in the 
first intake, agree he cuts a fine figure 
abroad—but want him tostay on at home. 








general election, in 1996. Mr Pujol’s lot may 
team up with the People’s Party in the Cata- 
lan parliament too. With a general election 
due next spring, Mr Aznar is certainly keen to 
avoid a resurgence of the left anywhere in 
Spain, so he is quietly hoping that Mr Pujol 
will fend off Mr Maragall. Catalonia’s Social- 
ist hopeful is standing with the Greens and 
the former communists under a joint banner 
proclaiming “Conservatives out”. 

This need for alliances, with its conse- 
quent need to avoid offending rivals who 
might soon be sought as allies, has so far 
made the campaign rather good-natured. 
And personally Messrs Pujol and Maragall 
rub along quite well. They presided together 
over the Olympic games in Barcelona in 
1992, though Mr Maragall deserved most of 
the credit: it was his vision and managerial 
skill that helped burnish the city’s reputa- 
tion so brightly. 

Mr Pujol—the president, as he is widely 
known—is banking on his image as the Cata- 
lan nation’s statesman. He expects credit for 
defending Catalonia’s independence over so 
many years while helping to give political 
stability to Spain as a whole. But he may be 
conscious of his age. At 69, he has dyed his 
hair and hired a new make-up artist to make 
him look jauntier. 

Mr Maragall, at 58, is distancing himself 
from Spain’s tired and troubled Socialist 
Party, to highlight his Catalan pedigree and 
his reputation for being a clean politician 
keen to break the mould of Spain’s left-wing 
politics. Drawing on the techniques of Dem- 
ocratic friends in the United States, he has 
built a platform of “progressive forces” that 
include writers, artists and civic associations. 
He argues that Spanish democracy is now 
mature enough to espouse federalism open- 





ly, though the constitution still declares 
Spain to be a unitary state. 

He also wants Spain’s regions to control 
an even higher proportion of public spend- 
ing. The central government in Madrid now 
oversees half, while regional assemblies and 
local and town councils handle a quarter 
each; Mr Maragall wants to bump up the re- 
gional and local share to 30% apiece, pushing 
the centre’s portion down to 40%. And 
though he is rude about the “excesses” of 
free-market liberalism in the 1980s, he has as- 
siduously wooed Catalonia’s powerful busi- 
nessmen, holding well-attended dinners at 
Pta100,000 ($640) a plate. 

Still, he knows that his only real chance 
of winning depends on capturing the “immi- 
grant” vote—that of the 40% or so of Catalo- 
nia’s inhabitants whocome from other parts 
of Spain. In the past, many of them have 
spurned regional elections. This time, 
though, Mr Maragall hopes to appeal to 
them by stressing that, though Catalans are 
right to be proud of their language and tradi- 
tions, they should be more welcoming and 
sensitive to outsiders, while the leading lights 
of Catalonia should be more prominent in 
the rest of Spain. 

Wooing such people will be hard. Many 
of them resent what they see as the officially 
encouraged assertiveness of the Catalan lan- 
guage—in the workplace, for instance—be- 
ing forced on non-Catalans. For them, Mr 
Maragall may be a watered-down Catalan, 
perhaps less of a crusader than Mr Pujol, but 
a Catalan all the same. The only party that 
bluntly argues for Castilian to remain atleast 
equal to Catalan in Catalonia is Mr Aznar’s 
People’s Party. If it does well, it might just 
scupper Mr Maragall’s chances, 
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Serbia's opposition 


Foul play 


BELGRADE 


BS if a conspiracy cannot be proved, 
there was certainly something curious 
about the timing of the car crash on October 
3rd in which Vuk Draskovic, the best-known 
critic of the Serbian regime, narrowly escap- 
ed death. Four of his associates were killed. 
Mr Draskovic’s close shave occurred at a 
time of speculation in Belgrade that he 
would soon harden his attitude towards Yu- 
goslavia’s president, Slobodan Milosevic, in 
whose government he temporarily served. 
Instead of confining himself to calls for an 
early election (with Mr Milosevic still at the 
helm), the mercurial politician was plan- 
ning—or so the rumour went—to throw in 
his lot with the anti-Milosevic street-protest 
movement. It has been sputtering along for 
the past four months, but has seemed in 
danger of losing momentum, partly because 
of police brutality. 

Could the “car accident”, then, have 
been a dastardly move to stop Mr Draskovic 
putting his charisma, and crowd-pulling 
ability, at the service of the demonstrators? 
The politician himself hinted that this was 
so. At the funeral on October 5th of one of the 
dead, he railed bitterly against unnamed 
“murderers”. Rhetorically addressing the 
coffin of Veselin Boskovic, a financial backer 
who was also his brother-in-law, he de- 
scribed him as a “victim... of those who 
have been spilling blood for ten years.” 

Mr Draskovic’s legal adviser, Borivoje 
Borovic, has visited the site of the crash, 
about 55km (35 miles) from Belgrade, and re- 
ported some troubling circumstantial evi- 
dence. There were no tyre marks on the road, 
suggesting—said the lawyer—that the driver 
of the lorry that hit the victims’ car had not 
even tried to brake. He also thought it odd 
that the police had not tried very hard to find 
the truck's driver, who fled without leaving 
any documents but could have been traced 
through his number-plate. Many Belgraders 
found the whole incident disturbingly remi- 
niscent of the assassination in April of Slav- 
ko Curuvija, a newspaper editor who had 
been denounced as a “traitor” by the state 
media a week earlier. 

Even if Mr Draskovic—once known as 
“king of the streets” —now vindicates the ru- 
mour-mill and places himself a bit more 
firmly in the opposition camp, there will bea 
long, hard struggle to dislodge Mr Milosevic, 
whose regime looked more intact than any- 
body would have predicted four months 
ago, when naro bombing forced him to 
withdraw his forces from Kosovo. The two 
main pillars on which the Yugoslav leader's 
authority rests—docile official media and a 
loyal police force willing to beat demonstra- 
tors—show no sign of crumbling. 
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Though the television station con- 
trolled by Mr Draskovic has started to 
give fuller coverage of the protest 
movement, many people—particular- 
ly outside Belgrade—rely for informa- 
tion on what the dissidents call “the al- 
ternative universe”, presented by 
state-controlled broadcasters. Offi- 
cials of the ruling party, including Mr 
Milosevic, are cast in a heroic light as 
they ceremonially reopen bridges, fac- 
tories, roads and refineries where 
damage inflicted by a wicked Nato 
has been repaired with miraculous 
speed. Such footage reinforces the re- 
gime’s image of invincibility against 
overwhelming odds, and takes peo- 
ple’s minds off the grave economic 
problems looming this winter. 

For those whoare notentirely won 
over, Mr Milosevic keeps at the ready 
his well-paid, 80,000-strong police 
force. Many of its members learned to 
crack skulls in Kosovo—not just dur- 
ing the orgy of violence unleashed earlier 
this year, but during the past decade when 
the Serbian interior ministry imposed its 
will on the province’s deeply resentful eth- 
nic-Albanian people. 

The police have every incentive to keep 
Mr Milosevic in office—and away from the 
war-crimes tribunal in The Hague where an 


Sad Draskovic eyes the prize 





St Sasha of Minsk 


Moscow 


UTOCRATIC, self-obsessed, para- 
noid, crude and unstable are just 
some of the words that have described 
Alexander Lukashenka, president of Bela- 
rus. But saintly? Late last month eight 
building workers wrote to Metropolitan 
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Filaret, the head of the Bela- 
rus branch of the Russian 
Orthodox Church, re- 
questing the president’s 
beatification. 

Not without irony. 
Given the authorities’ con- 
tempt for most of the coun- 
try, the builders jested, it 
follows that “the only de- 
cent and honest man in 
Belarus is Citizen Luka- 
shenka.” Tongues jammed 
in cheeks, they also said 
that in due course the new 
saint's relics should be bur- 
ied on the Russian-Belarussian border, at 
the spot where he ceremonially removed 
a border post in 1995, marking the first big 
step towards union with Russia. 

The president himself has yet to react. 
The metropolitan’s people deny getting 
the letter. But given the fate of the presi- 
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indictment awaits him. Their salaries are on 
the line, as well as their social benefits, and 
the chance to make money on the side as 
racketeers or bouncers in mafia-run bars 
and clubs. When the regime's most trusted 
servants stay as obedient as that, turbulent 
politicians have to watch their backs. 








dent’s more serious critics, the eight jokers 
would do well to avoid lonely walks after 
dark. Belarus’s beleaguered band of dissi- 
dents is still reeling from the disappear- 
ance on September 16th of Viktor Gon- 
char (these days spelt Viktar Hanchar by 
those Belarussian patriots 
who disdain Russian tran- 
scriptions of their lan- 
guage). Mr Gonchar was 
deputy speaker of the par- 
liament disbanded by Mr 
Lukashenka in 1996 and 
one of his leading critics. 
Two others, a former 
head of the central bank, 
Tamara Vinnikova, and a 
former interior minister, 
Yury Zakharenko, also dis- 
appeared this year. Last 
month the authorities 
fined and closed a news- 
paper. On October 4th, police, accompa- 
nied—it is said—by a deputy interior min- 
ister, confiscated a human-rights group's 
office equipment. All this has barely been 
noted outside Belarus. Russian journalists, 
among the few outsiders watching poor 
Belarus, must have been busy elsewhere. 
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Jerzy Buzek, doughty but adrift 


A“ Poles what they think of Jerzy Buzek, their prime minister, 
and they pause for a moment and shuffle apologetically. “A 
good man,” they begin, “honest, hard-working.” Then comes the 
glint of a dagger. “But as a prime minister, well, he’s a disaster.” 
Press the issue, and almost everyone—somewhat eerily—tends to 
summion up the same image: that of a forlorn Mr Buzek in a rowing 
boat, adrift at sea. “Someone stole his oars,” says one. “He’s lostina 
storm,” volunteers another. “A decent man adrift in a boatful of 
frankly indecent men,” adds a diplomat. 

For students of British politics, such comments bring to mind 
John Major, likewise often seen as a bit too nice to be an effective 
prime minister. But appearances deceive. Like Mr Major, Mr Buzek 
has proved resilient. Even if he is bustled out of office in the com- 
ing weeks—which some pundits in Warsaw predict—he will al- 
ready, after two years in the job, be 
Poland’s longest-serving post-com- 
munist prime minister. Still, this may 
say as much about the waywardness 
of Polish politics as about the sturdi- 
ness of Mr Buzek. 

Now 59, Mr Buzek was something 
of a compromise candidate. He was 
chosen for office by a clutch of king- 
makers in 1997, after an assortment of 
right-wing groups had ousted the ex- 
communists in the general election 
that year. What was needed then was 
an outsider, a conciliator who would 
be good at negotiating, someone who 
looked reliable. Mr Buzek fitted the 
bill. In some Polish eyes, his ethnic- 
Czech roots and Protestant religion 
spelt industriousness and honesty. 

Best of all, he was completely un- 
known outside his native Silesia. Be- 
fore being plucked from obscurity, he 
had enjoyed a respectable career as a 
chemistry teacher (sulphur dioxide 
was his speciality) at a technical uni- 
versity in the grim industrial south. 
His political credentials were neat 
and tidy: in Silesia he had been a 
leader of Solidarity, the anti-commu- 
nist trade union, since its earliest days. So when he rushed back 
from a Spanish holiday all tanned and wide-eyed to become 
prime minister, most Poles were cautiously hopeful. 

Alas, no longer. Mr Buzek’s popularity and that of his govern- 
ment—a rum mix of trade unionists, nationalists and free-marke- 
teers—have both plummeted. Mr Buzek catches the brunt of pop- 
ular disillusion. Protesters regularly take to the streets with 
banners demanding Buzek na wozek! (Buzek into the cart!) Even 
coalition partners who used to back him have begun quietly sug- 
gesting he should go. 

Why such angst? After all, the economy is doing well. Negotia- 
tions to join the European Union are jogging along. But, at present, 
the difficulties easily outweigh the successes. The ousting, last 
month, of a deputy prime minister, Janusz Tomaszewski, did not 
help: the interior ministry, which he ran, was thrown into chaos. 
But the main reason for Mr Buzek’s troubles is that his government 
has plunged into one of the most comprehensive and frenetic sets 
of reforms undertaken in post-communist Europe. 

This is Poland’s second big wave of reform. The first, starting in 
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1989, was largely economic, an unshackling of the means of pro- 
duction: This time the reforms are social—and even more explo- 
sive. Drastic changes in four big areas—the administration, health, 
pensions and education—are under way at once. Mr Buzek says he 
is “putting power into the hands of the people”. Most Poles con- 
cede that painful reforms are needed and that Mr Buzek’s govern- 
ment had a strong mandate for them at the ballot box. What 
causes annoyance is the high-handed, clinically technocratic 
manner in which the reforms are being shoved through. And even 
without that, say many of the prime minister's critics, the medi- 
cine would have been swallowed less unhappily had it been dis- 
pensed more efficiently. But too many ministers have been floun- 
dering. The state pension service, for example, is being overhauled 
by a former teacher who is hopelessly inadequate. | 

A still bigger problem is Mr Buzek’s 
lousy presentation of his programme. 
Poland is among the slickest in terms 
of public relations of Europe’s ex-com- 
munist countries, yet Mr Buzek has 
been stiff and unimaginative with the 
media. His government has signally 
failed to sell its reforms, especially in 
education, to the public. Acknowledg- 
ing this, Mr Buzek says he is setting off 
on a Clinton-style tour of Poland and 
its town halls to “listen to ordinary 
Poles”. 

Andrzej Lepper, the fire-eating 
populist who stirs up Poland’s dis- 
gruntled farmers, says he will “bring 
the government to its knees and crush 
it.’ This is unlikely, even though Mr 
Lepper can cause trouble. Poles like to 
imitate the French in many things, not 
least in their passion for protest in the 
streets. There have been over 100 big 
rallies against the government this 
year. Last month 30,000 angry farmers, 
teachers, nurses and coal miners dem- 
onstrated in Warsaw. 

Still, much of the ire is aimed atthe | 
government as much as at Mr Buzek. 
Many Poles say they do not care 
whether he stays or goes; one recent opinion poll said that only 
20% wanted a new prime minister. Whoever is in charge, they im- 
ply, will fare little better. And Mr Buzek may be fighting back. He | 
has negotiated a tough budget through parliament and has stub- 
bornly refused to shake out his cabinet. He may yet hang on a 
while, not least since no one looks keen to step forward and suffer 
in his place. “Yes, I will survive,” he says with a semblance of relish. 
“I have my plans for the next two years and I intend to see them 
through.” 

Mr Buzek likes to think of his government as planting trees for 
the future. The problem is that many of his saplings are being tram- 
pled on by clumsy colleagues before they can put down roots. Not 
all of this, plainly, is Mr Buzek’s fault. He was chosen as a soft-spo- 
ken consensus-builder—and is being lambasted for lacking charis- 
ma and punch. Yet he carries the burden with grace. “Change is al- 
ways unpopular,” he says simply. “Poland has to change to 
compete.” Most days he works until midnight. “Maybe, if Poland | 
had no reforms and wasn’t integrating into NATO or joining the EU, | 








Twould work no more than eight hours a day.” Not for a while yet. 
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TELECOMMUNICATIONS 


| The world in your pocket 


ODOBASHI CAMERA is one of the busiest 

shops in Tokyo's frenetic Shinjuku district. There 
is always a crowd of people ogling the store’s flat- 
screened televisions and slither-thin laptops. But 
these days the devices that attract the biggest 
crowds are the mobile phones. 

There are hundreds of the things, prominently 
displayed in cases on the street, and they come in a 
rainbow of colours, from pearl (the schoolgirls’ fa- 
vourite) to silver (preferred by salarymen) to cam- 
ouflage green. There are cheap-and-cheerful “power 
carrots”, a Japanese brand of basic phone designed 
for nothing more than chatting. There are “pocket 
boards” for people who want to swap short mess- 
ages. And there are “smart phones” that allow you 
to do everything from organising your life (address 
books and schedules are just a start) to checking 
your e-mail. There are even tiny digital cameras that 
allow you to send pictures over the ether. 

Most of the people who crowd around the dis- 
plays already have mobiles: the salarymen carry 
them in holsters hanging from their belts, the 
schoolgirls often wear them around their necks. 
(“My phone is an extension of myself,” says one, gig- 
gling.) But plenty of them are interested in up- 
grading to the newest model—or at least dreaming 
about it—or personalising their existing phones. The 
shop boasts a melody machine that allows you to 
customise your dialling tone to play the latest pop- 
ular song. 

Mobile phones have already changed Japanese 
life in strange ways. The latest teenage fashion is for 
“virtual friends”: strangers with whom you chat ob- 
sessively on the phone but whom you never meet 
face-to-face. But this is only the beginning of the mo- 
bile revolution. nrr DoCoMo, Japan’s biggest mo- 
bile-phone company, has recently released its cle- 
verest product so far, the i-mode, a mobile phone 
that allows you to surf the Internet as well as make 
calls. People are already using the phone to check 
the news headlines, follow the stockmarket and 
download the latest jokes; soon they will be able to 
buy cinema tickets and manage their bank ac- 
counts. The company has many more tricks up its 
sleeve: just out is a mobile Karaoke machine that al- 
lows you to download songs from the World Wide 
Web in the middle of nowhere. 


Yakety-yak 

Mobile Karaoke and virtual friends may be peculiar 
to Japan, but the love affair with mobile phones is 
worldwide. The Germans call them “handy”; the 
Singaporeans refer to them as “prawns”, because a 
popular model looks like a prawn when opened; the 
Finns, whose enthusiasm for the devices makes the 
Japanese look lukewarm, have named them “kan- 
nykka” or “kanny”, meaning an extension of the 
hand; everywhere they are establishing themselves 
as one of the world’s most successful consumer 
products. The growth in the number of mobile- 
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phone subscribers is nothing short of spectacular. In 
1990, there were just over 11m of them worldwide. 
Today there are almost 400m, against only 180m 
people with personal computers. By 2004, the num- 
ber is likely to hit one billion, exceeding the number 
of wired phones. 

Moreover, mobile technology is about to get a 
lot smarter. Analogue technology (the so-called 
“first generation”) gave people a taste for mobile 
communications. Digital technology (the second 
generation) improved reception and enabled a 
range of sophisticated services to be offered. The 
third generation of digital phones, due to be in- 
troduced in many countries over the next few 
months, will make it possible for mobile-phone us- 
ers to access the Internet at lightning speed. Mobile- 
phone manufacturers have been busy preparing for 
this development for years, mating mobiles with 
two other mobile machines—personal organisers 
and personal computers—to create a multi-purpose 
device that nobody can afford to be without. Voice 
is already well on the way to going wireless. When 
millions of people have the Internet in their pocket, 
the same will happen to data, too. 

The sheer rapidity of the spread of mobile 
phones would be enough to explain why wireless is 
the most exciting area of the telecommunications 
industry. Add to this the birth of the wireless In- 
ternet, this survey will argue, and you have the mak- 
ings of anew telecommunications revolution. In the 
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most advanced markets, the num- 
ber of people carrying mobiles 
now exceeds 60%; after years of de- 
velopment, Internet-ready phones 
are at last beginning to arrive in the 
shops; and the authorities are re- 
leasing more spectrum so that the 
phones will be able to operate 
much faster. 

What got people excited about 
mobile phones in the first place 
was their sheer convenience; now 
they are realising that the devices 
have the potential to revolutionise 
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all sorts of things, from advertising 
to booking a cinema ticket. Mobiles 
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have two qualities that make them 
much more powerful than their fixed-line brothers: 
they travel around with you, and they know where 
you are. This means that you can keep in touch with 
people—and increasingly with information—wher- 
ever you happen to be. It also means that you can 
get access to all sorts of local information, from 
news to details of the best bargains near your hotel, 
wherever you happen to be in the world. The porta- 
bility of mobile phones turns them into wonderful 
instruments of personal liberation. But it also turns 
them into powerful tools for businesses that want to 
catch people’s attention. 

Mobile phones are now the biggest growth area 
in the telecommunications industry: new mobile 
connections far outstrip fixed-line ones (see chart 1), 
and mobile revenues last year surged to $154 billion, 
whereas fixed-line revenues dropped to $429 bil- 
lion, continuing a decline that began in 1996. If cur- 
rent trends are any indication, mobile revenues will 
overtake total fixed-line revenues by 2004. Many 
mobile-phone companies have much higher market 
valuations than fixed-line operators, despite their 
more recent origins. Indeed, mobile-phone compa- 
nies are engaging in the sort of deals that used to be 
associated with Internet companies. For example, in 
January 1999 Vodafone, a British mobile-phone 
company, bought AirTouch, an American rival, for 
$58 billion. The resulting company now has a mar- 
ket capitalisation of $124 billion, bigger than the in- 
acai British Telecom (B71), with its erat 


of $100 billion. Ten years earlier nobody had heard 
of either Vodafone or AirTouch. 

Old-fashioned telecoms companies have 
woken up to the fact that they need to get into the 
wireless business or face marginalisation. The 
American Bells have been acquiring cellular compa- 
nies for years; in July st paid £3.15 billion ($4.1 bil- 
lion) to take full ownership of sr Cellnet. Last 
month arar and sr announced an alliance bet- 
ween their wireless networks to enable them, even- 
tually, to provide their 41m customers with service 
in 150 countries. This is only one of many signs that 
the local wireless wars of the past few years are be- 
ing transformed into international face-offs. 

The convergence of mobile phones with the in- 
ternet has important implications for the Internet as 
well as for mobile phones. Many people will prefer 
to get on to the information superhighway via mo- 
biles rather than personal computers, if only to do 
away with the palaver of logging on, let alone find- 
ing a desk and a telephone jack. But phone users will 
use the Internet in different ways from rc users: they 
will go for short messages and quick transactions 
rather than leisurely browsing. 

Mobiles will bring the Internet to places that 
have been slow to adopt the computer-based ver- 
sion, which may reduce America’s hold over the In- 
ternet economy. Oddly, the country that accounts 
for about half of all Internet users (and 90% of the 
most-visited sites) is limping behind both Europe 
and Japan in the uptake of mobile phones. On the 
other hand, the wireless revolution will spread an 
American phenomenon to other countries: high- 
tech mania. Colly Myers, the head of Symbian, a 
wireless consortium, predicts that the current In- 
ternet gold rush will be dwarfed by what is about to 
happen with wireless Internet access. Not only are 
there more mobile phones than pcs, but the phone 
companies have mastered an art that has eluded 
most Internet companies: charging for their services. 

The biggest impact of mobile phones, however, 
may not be in the rich world at all but in the poor. 
Mobile phones have already brought basic tele- 
phone services to areas that had little hope of getting 
landlines in the foreseeable future, if ever. Soon they 
will start bringing a whole world of information to 
such places too. 
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Cutting the cord 


ERE is a cautionary tale about a telephone giant 
and a management consultancy. In the early 
1980s AT&T asked McKinsey to estimate how many 
cellular phones would be in use in the world at the 
turn of the century. The consultancy noted all the 
problems with the new devices—the handsets were 
absurdly heavy, the batteries kept running out, the 
coverage was patchy and the cost per minute was 
exorbitant—and concluded that the total market 
would be about 900,000. At the time this persuaded 
ATAT to pull out of the market, although it changed 
its mind later. 
These days 900,000 new subscribers join the 
world’s mobile-phone services every three days. In 
eight countries more than a third of the population 


own mobile phones; among Scandinavian men in 
their 20s the figure is almost 100%. Almost every- 
where ownership is growing relentlessly, and some- 
times exponentially. In both France and the Nether- 
lands, for example, the number of mobile phones 
doubled during 1998. The tipping point seems to be 
somewhere between 15% and 20% of the population. 
Below that, people regard mobiles as expensive toys 
for business people, so it takes a long time to reach 
that point; but from there on, growth takes off. 

The most obvious reason why mobile phones 
are becoming so popular is that quality is going up 
at the same time as prices are coming down. The 
Yankee Group, a consultancy based in Boston, Mas- 
sachusetts, calculates that worldwide wireless prices 
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decreased by an average of 38% between the fourth 
quarter of 1996 and the first quarter of 1999 (see chart 
2). In three cities prices came down by more than 
50%: Tel Aviv (70%), and Hong Kong and Rome (62%). 
Falling prices also make it likely that people will use 
their mobile phones more, because the price premi- 
um over fixed-line phones becomes narrower. 

If mobile phones now offer a better deal, much 
of the credit must go to increased competition. 
Around the world governments have used the wire- 
less industry to shake up the monopoly-ridden 
world of telecoms, either creating a wireless rival to 
the incumbent or encouraging competition be- 
tween several cellular companies. For an illustration 
of what competition can do, compare the Asia- 
Pacific region with Latin America. In Asia-Pacific, 
where competition is the norm and six of the nine 
biggest markets have at least five cellular operators, 
prices have been plummeting. In Hong Kong 2,000 
people a day take advantage of “number portabil- 
ity” to switch from one of the area’s nine operators 
to another. 

In much of Latin America, by contrast, prices 
have remained exorbitant—as much as ten times 
the cost of a local call—because governments have 
been reluctant to take on the established monopo- 
lies. Where competition has been introduced, the 
market has surged: when Chile allowed in new op- 
erators in 1998, prices fell by 40% and the number of 
customers doubled. 

The World Bank notes that the same pattern 
holds around the world. In the Middle East and 
North Africa it is Lebanon, where competition is 
most intense, that has the lowest prices (7 cents a 
minute against a regional average of 40-50 cents). 
Charges in Norway have dropped by 60% and in 
Germany by 70%. Europe, the continent with the 
most competition, also has the the fastest growth in 
mobile-phone use. 

Other forms of liberalisation have helped too. 
Japan’s love affair with mobile phones dates from 
the repeal, in 1994, of an absurd law which forbade 
Japanese people from owning cellular handsets, 
forcing them to rent them at a prohibitive $1,000 a 
year instead. But the other big force behind the 
spread of mobile phones is technological innova- 
tion. Digital networks, for example, can carry three 
to six times as much traffic as analogue networks, 
making room for data as well as voice, and also pro- 
viding better reception, greater security and a host 
of useful features such as caller identification, call 
forwarding and three-way calling. Some of them are 
being rendered even more powerful by a range of 
compression algorithms to squeeze many conversa- 
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tions into a given frequency (eg, time-division mul- 
tiple access, or TDMA, and code-division multiple 
access, Of CDMA). 

Improvements in both battery and radio tech- 
nology have shrunk phones so they will fit into a 
shirt-pocket, and stretched standby time from a few 
hours to several days. The rapid increase in the num- 
ber of base stations has filled in many gaps in ser- 
vice. And the relentless decline in the cost of in- 
tegrated circuits has made handsets both smarter 
and cheaper. A top-of-the-range phone now costs 
about $350, compared with $1,000 four years ago. 


Cash in advance 


The biggest boost to the market in the past couple of 
years, however, has come from the introduction of 
pre-payment. Pre-payment allows people to buy 
telephone time off the shelf in the same way that 
they buy sweets. This is popular with consumers be- 
cause it allows them to ration the amount of time 
that they—or, often more to the point, their chil- 
dren—spend on the phone. It also removes the need 
to sign a contract with a cellular company—some- 
thing that sits uneasily with the free-floating culture 
of mobile phones. Telephone companies like it too, 
because it reduces their credit risk, improves their 
cash flow, and gives them access to new groups of 
subscribers. 

The idea has spread like wildfire. In Italy, for ex- 
ample, mobile phones were slow to catch on until 
what locals call “Mafia phones” (no contract, no 
trace of the user) came along; then penetration 
zoomed past 40% of the population. Pre-paid 
phones now account for about 30% of new users in 
France and three-quarters in Britain. In Asia, where 
carriers are struggling with bad debt created by the 
recent financial crisis, pre-payment is behind the 
wireless industry’s rebound, accounting for 70% of 
new users in Thailand last year and 100% in Malay- 
sia; in Latin America, where fixed-line phone bills 
can be arbitrary, pre-payment is one of the main at- 
tractions of cellular; and in the United States, where 
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A best-celling idea 


HE key to wireless communication 

is the division of the area to be cov- 
ered into many smaller patches, called 
cells, each of which is served by a low- 
power transmitter and receiver. This cell 
system makes the most of radio spec- 
trum, a limited resource that has to be 
shared between lots of different interest 
groups, including television and radio 
broadcasters, governments and the mil- 
itary. The old-fashioned radio-tele- 


lem by dividing up frequencies to 
increase the number of channels avail- 
able, but this reduced the bandwidth 
assigned to each user, resulting in a poor 
service. The genius of cellullar tele- 
phony is that it makes the divisions geo- 
graphically rather than by frequency, 
using radio spectrum more efficiently. 
Cells are organised into groups of 
seven that form a cluster. At the centre 
of each cell is a base station containing 
the antennae for transmitting and re- 


ceiving signals and the switching equip- 
ment. The size of the cells depends on 
the density of subscribers in the area. 

What makes the system so efficient 
in its use of radio spectrum is that clus- 
ters of cells located at some distance 
from each other are able to use the same 
frequency without interfering with each 
other. A computer constantly tracks 
subscribers moving about within a cell, 
and automatically hands them over 
when they reach the boundary between 
one cell and another. At that point, the 
call is assigned to a new channel in a 
different cell. 











phone industry tried to solve this prob- 








Phones and 
computers are 
about to converge, 
putting the Internet 
| at your fingertips, 
anywhere 





about 30% of applicants for wireless services are re- 
jected because of poor credit ratings, pre-paid has 
the potential to turn the market upside down. 
Cellular companies are improving their market- 
ing in other ways, too. Alan Knott-Craig, the boss of 
Vodacom, South Africa’s largest cellular network, 
points out that his company allows retailers to keep 
a share of the revenues generated by any handset 
they sell. This not only persuades the most unlikely 
outlets to sell mobile phones; it also encourages 
them to subsidise the phones. Most companies are 
getting better at targeting specific groups of consum- 
ers. In Japan, NTT DoCoMo is making some phones 
with larger handsets for elderly people. American 
operators have started offering free service in the 
evenings and weekends—prime teenage gabbing 
time—to capture the youth market. New World Tele- 
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phone, a Hong Kong company, sells pre-paid cards 
with pictures of “Winnie-the-Pooh and friends” to 
attract the pre-school crowd. 

Many people in the wireless business are con- 
vinced that it is only a matter of time before the term 
“mobile phone” becomes redundant, because there 
will be no other sort around. This is a little optimis- 
tic, not least because fixed lines represent such a gi- 
gantic investment. But the momentum is undoubt- 
edly with wireless, Since 1996 the number of people 
signing on for cellular has exceeded that for fixed- 
line service every year, and the gap is widening. 
Many young people see no point in paying for a 
fixed line when their lives are so peripatetic. 

Now the mobile-phone industry is raising its 
sights, talking about “exceeding 100% penetration”. 
The idea is that mobile devices can be used not just 
to allow people to communicate with data banks or 
with machines, but also to allow machines to com- 
municate with people or with other machines. Car 
companies are already beginning to fit cars with 
wireless devices that can tell the rescue services 
where they are if they crash or break down. Wireless 
is already used to monitor expensive equipment in 
isolated places, a technique that may one day be ap- 
plied to more basic equipment such as parking me- 
ters. nrr DoCoMo estimates that by 2010 only a 
third of its 360m customers will be people: the rest 
will be cars (100m), bicycles (60m), portable pcs 
(50m), motorcycles, boats, vending machines—and 
even pets. 

Selling phones to boats and pets must be an ex- 
hilarating challenge. But what really excites the 
wireless industry at the moment is the creation of an 
entirely new breed of smart phones. 








In search of smart phones 


HE average mobile phone is essentially a dumb- 

device: good for allowing people to. chat, but 
hopeless when it comes to managing the informa- 
tion that makes their lives go round. For the past few 
years the wireless industry has been engaged in a 
gargantuan effort to change this. The idea is to create 
a single smart gadget that will allow people to check 
their e-mail, consult the Internet, plan their schedule 
and, of course, make telephone calls; in other words, 


a mixture of an electronic organiser, a personal com- 
puter and a mobile telephone. 

Multi-purpose portable gadgets have been the 
staple of science fiction for ages. Now it looks as if 
they are turning into reality at last. nrr DoCoMo 
has sold more than 1m of its Internet-based i-mode 
phones in the six months since they were launched, 
and received remarkably few complaints. The rest 
of the world’s producers are getting ready for a surge 
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ince February, Japanese mobile commu- 
nications users have been riding the crest of 
an information wave. It's a new era of mobile 
data services that we call i-mode, and it’s just 
the latest innovative application of technologies 
from NTT DoCoMo, the largest mobile commu- 
nications operator in Japan. 

Subscribers to i-mode can access a wealth 
of information on the move via HTML-based 
text appearing on the LCD screens built into 
their cellular phones. Surfing the Internet while 
traveling is as easy as from a desktop computer. 
Exchanging e-mail from one terminal to another, 
or between terminals and PCs, keeps their 
business activities and personal friendships 
conveniently up to date, and they can also 
have the advantages of customized messaging. 
For even further day-to-day convenience users 











can execute online banking and conduct stock- 
market transactions from wherever they happen 
to be. Our i-mode services can also take some 
of the pressure off frequent travelers by allowing 
them to make flight reservations in transit and 
even check out the local news and weather 
conditions at their next destination. And when 
they need a change of pace they can peruse 
concert listings and reserve tickets for an 
evening's entertainment. 

Perhaps best of all, subscribers don’t have 
to splash out financially since i-mode is built on. 
a packet-data transmission system that means 
users pay only for the volume of data transmit- 
ted, not the amount of time spent online. 

At NTT DoCoMo we're not content to create 
mere ripples in the mobile communications 
ocean — we make waves. 


See our unique way of doing things at the DoCoMo stand, 
within the NTT booth in the Japan pavilion at Telecom 99. 


(Booth No. 5021-001) 
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in demand as they release their products over the 
next few months. Motorola, for example, estimates 
that by 2005 the number of wireless devices with In- 
ternet access will exceed the number of wired ones. 
These smart new phones will not only give another 
boost to the sale of mobiles. They will change the 
nature of the Internet economy, making personal 
computers far less important, yet at the same time 
tempting many more people on to the information 
superhighway. 

The emergence of smart phones has been partly 
a matter of luck—the coincidence of the devel- 
opment of the Internet with a vast improvement in 
the quality of mobile phones—-and partly a matter 
of planning and co-ordination. Over the past few 
years the wireless and computer industries have en- 
gaged in a remarkable collaboration to produce the 
infrastructure needed for a smooth convergence 
between the two, resulting in an orgy of alliances in- 
volving most of the big names from the two worlds. 

About 90 companies, ranging from the biggest 
equipment manufacturers to Microsoft, have joined 
the wap (Wireless Application Protocol) Forum in 
order to develop a common protocol that allows us- 
ers to gain access to the World Wide Web without 
typing fiddly letters. The Forum predicts that by 
2003 as many as 525m of the war handsets that are 
just beginning to appear on the market may have 
been sold in the United States and Western Europe. 

Over 1,000 companies have come together on 
another project, Bluetooth (named after a ninth- 
century Danish king with a reputation for bringing 
warring tribes together), designed to allow various 
wireless devices to talk to each other over infrared 
beams so that people can synchronise the in- 
formation stored by their electronic servants. The 
most ambitious of these alliances is Symbian. In 
June 1998 Psion, a British high-tech manufacturer, 
signed a deal with Ericsson and Nokia in a bid to 
turn the troc operating system that drives its palm- 
top organisers into the de-facto standard for smart 
phones. Earlier this year Motorola, ntr DoCoMo 
and Sun Microsystems joined the consortium, fol- 
lowed a little later by Matsushita. 


Gates at the gate 


However, a ferocious battle is raging over who con- 
trols the operating system that will drive these new 
devices. One of the reasons for founding Symbian 
was to prevent Bill Gates from turning the wireless 
world into another part of his empire. But Mr Gates 
is not easily thwarted. Microsoft is doing everything 
in its power to ensure that Windows cE, a slimmed- 
down version of the system that runs most personal 
computers, finds its way into the world’s mobile 
phones. 

Compared with Microsoft, Psion is a slip of a 
thing. Its sales last year totalled $266m against Mi- 
crosoft’s $14.5 billion, and its performance this year 
has been disappointing. Microsoft is dipping into its 
gigantic cash reserves in order to cement relations 
with key cellular-network operators. It paid $600m 
for a 4.25% stake in Nextel Communications, an 
American network operator; it has also struck deals 
to develop wireless services for both Qualcomm, an 
American company that developed coma, and Brit- 
ish Telecom. Acer, Philips, Daewoo Telecom, Pana- 
sonic and Vestel all use Windows ce in their more 


THE ECONOMIST OCTOBER OTH 1999 





advanced phones. 

But it would be a mistake to write Symbian off, 
given that its partners control more than 90% of 
the world market for mobile handsets. Indeed, 
in a memo to employees, Bill Gates singled out 
the consortium as one of the greatest threats 
to his empire. Psion’s partners in Symbian 
produce 85% of the mobile phones in the 
world, and the alliance with Sun al- 
lows troc to run Java, a program- 
ming language that makes it 
compatible with a wide range of 
other digital products. Symbian 
is tightly focused on the wireless 
market; Microsoft, on the other 
hand, wants to turn Windows CE 
into the operating system for a 
whole range of devices, from set- 
top boxes for cable televisions to 
notebook computers. The result, 
say some software experts, is an 
operating system that is too 
clumsy for mobile phones. 

The wireless industry has 
no doubt that there is a gigantic 
market for these gadgets. But 
do people really want a single 
device that can do every- 
thing? Most of them like their 
mobile phones smail and 
their windows on to the In- 
ternet large. And is there 
enough bandwidth around to 
deliver data as well as voice? 
Mobile networks the world 
over are already struggling to accom- 
modate the surging volume of voice traffic, and can 
deal with data only at a snail's pace. 

3Com, the Silicon Valley-based company that 
makes the wildly successful PalmPilot personal or- 
ganiser (soon to be spun off), is betting against the 
all-in-one solution, concentrating instead on ways 
to enable its devices to communicate with any kind 
of phone. Its new Palm vu takes advantage of wire- 
less connections to the Internet—its proprietary 
“web clippings” technology provides access to the 
Internet, and its iMessenger allows users to send and 
receive short messages—without trying to be all 
things to all men. The company gives warning that 
“converged products” have been tried before and 
failed, and that what makes for a great phone does 
not necessarily make for a great organiser. 

Its reservations are worth pondering, not least 
because 3Com’s products have trounced Psion’s in 
the United States and are beginning to challenge 
them in Europe. Smart phones got off to a bad start 
with the first-generation Nokia organiser, which 
was too bulky and expensive to win many converts. 
But hand-held devices are packing more and more 
power into less and less space. The most likely out- 
come, prompted by a combination of health wor- 
ries (of which more later) and convenience, is that 
people will carry two integrated devices: an earpiece 
for telephone calls and a hand-held device for data. 
Both will be powered by a small cellular receiver 
wom as a belt-buckle or a brooch. 

Sceptics mistakenly assume that people will use 
their phones to browse the web in the same way 
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The wireless world 
is a frustrating 
place for global 
travellers. With 
luck, not for much 


longer 


that they use computers. In fact, they are much more 
likely to use them to exchange short messages and 
find specific information (unless they choose to 
plug their phones into their pcs and get on to the In- 
ternet wirelessly, an increasingly popular option for 
workers on the move). Internet content-providers 
are already tailoring their products for phone users: 
getting rid of power-hungry pictures, for example, 
and distilling long-winded news stories into the 
bald facts. Nokia has an alliance with America’s 
CNN to provide news that has been specifically de- 
signed for phones. nrr DoCoMo reports that there 
are already more than 1,000 companies providing 
web pages for its phones. Reading the Yomiuri 
Shimbun on DoCoMo’s i-mode phone may not be 
as pleasant as reading it on a larger screen, or indeed 
reading it in old-fashioned newspaper format. But it 
is not as difficult as it might sound: you simply click 
on whatever headline grabs your interest, and the i- 
mode allows you to keep up with breaking news 
when you are far from a newspaper kiosk. 

People have already become remarkably enthu- 
siastic about using phones to send short messages. 
Sonera, Finland’s largest mobile network, claims 
that 7% of its revenue now comes from data: Finnish 
teenagers communicate as much by short messages 
(which are relatively cheap) as by talk. Across 
Europe as many as one billion short messages are 
transmitted every month. Given that today’s 
phones suffer from slow transmission rates, small 
screens and clumsy keyboards, the huge popularity 
of short messages is surprising, and bodes well for 
the future of wireless text. Dataquest, a consultancy, 


The global mobile 


HE International Telecommunication Union 

(iru) is the sort of place America’s far-right rages 
about. It is an arm of the dreaded United Nations; it 
is populated by a rainbow coalition of people with 
advanced degrees and a limitless enthusiasm for 
talking about things like packet switching; and it is 
charged with harmonising the world’s telephone 
standards. The main problem with the rru, how- 
ever, is not that it has too much power, but 
that it has sometimes been too timorous 
in using what power it has. 

Had the rru done its job prop- 
erly when digital standards were 
first introduced, the age of the 
global mobile would have al- 
ready dawned. But the orga- 
nisation was paralysed by a 
protracted power struggle. 
Tired of waiting, the Euro- 
pean Union in the early 
1980s made a decision to man- 
date a common standard within 
its borders: the Global System 
for Mobile Communications 
(Gsm). This subsequently be- 
came the standard of choice in 
u8 countries, with 324 net- 
works serving more than 
150m subscribers—or 40% of 
























predicts that the number of wireless data users in 
the United States will increase from 3m today to 
36m in 2003, with numbers in both Asia and Europe 
even higher. 


Message received 


The problem of cellular gridlock is also gradually be- 
ing solved. The networks are investing heavily in 
new capacity: AT&T Wireless, for example, is dou- 
bling its capital expenditure this year to $2 billion. 
They are also desperately trying to speed up their 
services. High Speed Circuit Switched Data (Hscsp), 
which is already available from some European op- 
erators and will be widely available next year, will 
boost rates to 57.6 kbit per second from 9.6 kbit now. 
General Packet Radio Service (Gprs), which will start 
to be introduced next year, will not only double that 
new speed, it will also allow devices to remain per- 
manently online, with users billed only for the time 
spent receiving bursts of data. Enhanced Data Rates 
over Gsm Evolution (EDGE) promises a quantum 
leap in transmission speed, increasing it to 384kbit 
per second, as fast as anything currently available 
over the wires. 

The big breakthrough will come when the In- 
ternational Telecommunication Union (rru) begins 
to distribute higher frequencies in the next few 
years. These frequencies will allow wireless users to 
transmit data at lightning speeds. They will also be- 
gin to solve one of the most irritating problems pla- 
guing mobile users today: the fact that, because of 
an anarchy of standards, they are often unable to 
use their phones when travelling abroad. 


the world’s mobile users. 

However, America’s Federal Communications 
Commission (Fcc) decided instead on a laisser-faire 
approach to standards, which meant that four dif- 
ferent standards, all with powerful industrial lob- 
bies behind them, succeeded in establishing them- 
selves there. Meanwhile, Japan developed its own 

idiosyncratic standard, Personal Digital Cellular 

(ppc). 

The rru is trying to make amends for its ear- 
lier failure by creating a global standard—or 
family of standards—for ‘“third-genera- 

tion” wireless. Using a much higher fre- 

quency than the current generation, this 

is intended, first, to produce a quantum | 

leap in the capacity available, making it 

possible to download data at breathtaking 
speeds and preparing the way for all sorts of 
fancy new services, such as videotelephony, video- 
conferencing and interactive games; and second, to 
put an end to the current highly inconvenient in- 
compatibility between rival standards. 

Harmonisation will not only make life easier for 
peripatetic business people; it will also make mobile 
services more accessible thanks to economies of 
scale. But getting everybody to agree is proving to 

be hideously difficult. Harmonisation in- 
volves reconciling regional and commercial 
interest groups, as well as two very different ap- 
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proaches to regulation: Europe's belief in mandating 
a common standard and America’s preference for 
voluntarism. To complicate things still further, es- 
tablished operators, anxious to capitalise on the 
huge amounts of money they have invested in sec- 
ond-generation technologies, insist that the new 
system should be compatible with the old. 

For a long time the negotiations were stalled by a 
battle between two standards: cdmaOne and w- 
cpMa. Both standards use a variation of a common 
technique that allows many simultaneous callers to 
use a piece of spectrum at the same time. But the 
conflict between them involves powerful vested in- 
terests. CdmaOne is the brainchild of a San Diego- 
based company, Qualcomm, that seems to enjoy 
the unofficial support of the American government. 
w-cpMaA is backed by an alliance that includes Ja- 
pan, the world’s Gsm operators and equipment 
manufacturers. Japan’s willingness to sacrifice its 
own proprietary standard in order to present acom- 
mon front with Europe gave a huge boost to w- 
coma. The itu argues that a technical means has 
been found to turn the two flavours of coma into a 
single “flexible standard”. It may turn out to be a 
brilliant solution—but then again it might just be a 
bureaucratic fudge. 

But there is little doubt about two things. The 
first is that networks will soon have access to much 
more bandwidth. Finland was the first country to li- 
cense third-generation operators, awarding four li- 
cences in March. Germany, Britain, Austria and the 
Netherlands are also preparing to award licences. Ja- 
pan, which faces severe congestion on its current 
networks, will probably launch its third-generation 
service in 2001. The second sure thing is that global 
mobiles are on their way, come what may. Manu- 
facturers have already solved problems of harmoni- 
sation from the other end, by developing handsets 
that can switch automatically between competing 
standards to allow travellers to use their phones 
anywhere (although this makes the handsets heavi- 
er and more expensive). 


The flight of Icarus 


Well, perhaps not quite anywhere. Today's cellular- 
phone networks cover only about 20% of the earth’s 
surface. This leaves a list of people who need some- 
thing more than normal cellular coverage as they 
wander the globe: top businessmen who need to be 
contactable wherever they are; people who work in 
out-of-the-way places such as oil rigs and mines; 
yachtsmen, mountaineers, explorers, military per- 
sonnel and even desert falconry enthusiasts. 

Several consortia of satellite companies are com- 
peting for this esoteric market. Iridium World Com- 
munications, whose largest investor is Motorola, be- 
gan operations late last year. Globalstar expects to 
launch a service in the next few months. 1co Global 
Communications hopes to be in business next year. 
Craig McCaw, a wireless tycoon, and Bill Gates are 
also co-operating on Teledesic, an “Internet in the 
sky”. But at the moment the mood in the industry is 
black: both Iridium and 1co have declared bank- 
ruptcy, and sources of funding are drying up. 

The satellite industry has always been plagued 
with huge risks. The cost of developing and launch- 
ing satellites is exorbitant, and there is always a 
chance that the launch will be botched: when 
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Globalstar lost a rocket--and with it several satel- 
lites—in September 1998, the company faced a cost 
increase of $400m and had to delay the start of its 
operations for six months. But it is the story of Iridi- 
um that is putting the industry in a funk at the mo- 
ment. 

Iridium is guilty of making almost every mistake 
in the book. It aimed at globe-trotting businessmen, 
only to discover that its handsets were not powerful 
enough to work within buildings or even urban ar- 
eas. Its original prices were too high—up to $3,000 for 
a phone and $7 a minute for service--and its hand- 
sets were as big as a brick. So far it has signed up only 
about 20,000 people, rather than the 50,000 a month 
it had planned. 

Iridium’s misfortunes may be the mirror image 
of the huge success of cellular phones. When most 
of these satellite systems were conceived, cellular 
phones were still fairly feeble devices. But since then 
Europe and much of Asia has adopted a single Gsm 
standard, making roaming easy, and cellular com- 
panies have spread their tentacles over an ever 
larger part of the earth’s population. 

The satellite companies argue that there will al- 
ways be a significant number of people who need 
service outside the range of cellular phones. They 
also insist that their phones are meant to comple- 
ment rather than replace cellular phones. Both 
Globalstar and ico say their phones will try to use 
conventional cellular networks before bothering 
with satellites. Pat McDougal at ico argues that the 
more people get into the habit of being in touch, 
thanks to the spread of cellphones, the more they 
will be willing to pay a little extra to use satellites 
when they go out of range. 

The various satellite consortia 
have spent billions in pursuit of a 
narrow slither of the world market. 
But even if the satellite systems 
prove a disaster for their investors, 
they look like a godsend to the 
would-be global citizen. Cellular op- 
erators can now provide a truly | 
global service by entering into agree- 
ments with satellite companies to 
enable customers to keep in touch. 
There is nowhere left on the planet | 
that cannot be reached by a por- | 
table phone of one kind or another. 
That matters toeverybody, but most 
of all to the world’s poor countries. 
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Mobiles have RIVE across the dusty plain between Johannes- 

become a powerful burg and Pretoria, and you suddenly come 
tool for bringing across a mirage: a giant glass pyramid rising out of 
nowhere. The pyramid is the centrepiece of one of 

; the poor and the world’s great corporate follies, the headquarters 

| isolated into the of Vodacom, South Africa's largest mobile-phone 
| global economy operator. The base of the pyramid is a huge piazza 


strewn with giant sofas and chairs. The senior man- 
agement is housed near the apex. The rest of the 
400-strong staff work in open-plan offices, well- 
supplied with “pause areas” to relax in. The corri- 
dors are decorated with original art. The health club 
has a huge indoor pool. A good-sized shopping mall 
| sells nothing but mobile phones. There is even a con- 
cert hall featuring artists such as Aretha Franklin. 
As you pass through the giant replicas of mobile 
i phones that guard the entrance to Vodaworld, it is 
hard not to worry about inequality. The multiracial 
staff is pampered and prosperous. But one reason 
why Vodacom has decided to put its headquarters 
in the middle of nowhere is that downtown Johan- 
nesburg is being killed by crime. Might the wireless 
revolution pull the world still further apart? 
A visit to the township of Soweto 





suggests a more positive picture: the 
phones are transforming the lives of the 
poor as well as the rich. The township contains 

a remarkable number of “phone shops’: busi- 

| nesses that specialise in renting out time on the 
phone. Some of these shops are housed in shipping 
containers, others operate from holes in the wall. But 
most of them seem to use cellphones (firmly teth- 
ered to the desk), not landline phones. 

Jackson Thubela, a young phone-shop proprie- 
tor, explains that he recently shifted from wireline 
to wireless because his old phones kept breaking 
down—mainly because thieves made off with the 
copper wire—and the landline company, Telkom, 
would not send people to fix them. Mr Thubela’s 
| container, which he has decorated with pictures of 

rap stars such as the late Tupac Shakur, is perpetu- 
ally crammed with all sorts of people, from neatly 
| 





dressed air-hostesses to men in tracksuits, The 
phone business not only provides Mr Thubela with 
a reasonable living (which he supplements by sell- 
ing single cigarettes), it also attracts other businesses. 
A cobbler has set up shop near the container. Next 












| At the back of beyond 


to him a man in Muslim dress sells single sweets. 

Mr Thubela and his customers are in part the 
beneficiaries of enlightened legislation. When the 
previous government licensed Vodacom and its 
competitor, Mobile Telephone Networks Holdings 
(MTN), to provide digital service back in 1993, it in- 
sisted that they install 30,000 payphones in under- 
served areas over the following five years. Vodacom 
estimates that it has created up to 5,000 jobs in local 
communities through the payphone system. Some 
of the phones are in areas so remote that they have 
to be powered by car batteries and solar energy. 

A growing number of black South Africans are 
avoiding the queues at the phone shops by buying 
their own mobiles. Pratty Mphuthi is not a rich 
woman: she has raised four daughters on her own 
and now runs a bar, restaurant and catering busi- 
ness. But not only does she have a mobile phone of 
her own, so have three of her four daughters. “A mo- 
bile phone is a necessity if you are a busy person,” 
she explains. The mobile allows her customers to 
contact her when she is on the move, but it 
also means that her nine-year-old can tell her 
if she has to stay late at school. 

Plenty of people who are much poorer 
than Ms Mphuthi also have phones. In 
many areas of Johannesburg the streets 
are lined with home-made signs offering 
basic services such as housepainting or 
gardening that include a cellphone num- 

ber. Often several poor people club together 
to buy a phone and a phone card. When the 
card runs out, they can still receive incoming 
calls for nothing. 


Let them use wireless 


When four-fifths of the world’s mobile-phone 
subscribers live in the rich world, it may seem odd to 
suggest that for millions of people like Ms Mphuthi 
mobile phones represent their best chance of plug- 
ging into the world economy. But more and more 
countries are establishing cellular networks (see 
chart 6, next page), and developing countries are see- 
ing some of the highest rates of mobile growth any- 
where in the world. Many of these phones are get- 
ting into the hands of people who are far from rich. 

Emmanuel Forestier, a telecommunications 
specialist at the World Bank, points out that people 
in the developing world often use mobile phones for 
quite a different reason from those in the rich world: 
mobiles may be the only kind of phone available. 
Some 40m people in less-well-off countries are cur- 
rently waiting for fixed-line telephones. In places 
such as Russia and Moldavia the average wait is ten 
years; in isolated areas the wait is an eternity, be- 
cause it makes no economic sense to lay fixed lines 
for a handful of people. 

Cellular operators frequently improve things 
just by providing competition. When the govern- 
ment of Ghana licensed an operator four years ago, 
the established landline company dropped its 
prices by half and started operating outside the cap- 
ital. They also bring invaluable supplies of both fi- 
nance and expertise to developing telecoms mar- 
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kets, because almost all of them have foreign 
partners. The rru points out that foreign companies 
have even been willing to invest in risky countries 
such as Cambodia, the Democratic Republic of 
Congo and Rwanda. 

Cellular operators also have some inherent ad- 
vantages over fixed-line companies when it comes 
to venturing into poor and isolated areas. Their costs 
are much lower, because they do not have to dig 
holes in the ground and lay expensive copper wire 
to get to their customers. “You simply put up the 
masts and you are in business,” says Nape Maepa, 
South Africa’s chief telecoms regulator. They can 
break even with a much smaller number of sub- 
scribers. They can also install new phone services 
much faster than landline companies. Lucent Tech- 
nologies, for example, installed 800 base stations in 
some of the remotest bits of Argentina—enough to 
bring a telephone service to half a million previously 
isolated people—in just five months. During last 
year’s earthquake in Honduras it deployed mobile 
base stations in a matter of days. 

James Bond, the head of the World Bank’s tele- 
communications division, points out that wireless 
companies are better at tailoring their products to 
different income groups than their fixed-line com- 
petitors. Fixedline companies issue monthly bills, 
which in poor countries are often wrong. Wireless 
companies sell a whole range of services, from pag- 
ers to pre-paid cards. The price of a mobile handset 
may be steep, but the cost of the handset and service 
connection fee is still lower than the installation 
charge for a new fixed line in many developing 
countries (assuming you can get one.) And mobile 
costs are coming down all the time. Mr Bond points 
out that there is a limit to how much cheaper fixed 
lines can get because they involve heavy investment 
in labour and materials. Conversely, mobile phones 
share the propensity of all digital technologies to be- 
come both cheaper and more powerful over time. 

The result of all this is nothing less than a revolu- 
tion: a commodity that has traditionally been in 
short supply--telephone service—is now available 
on demand. Perhaps the most heartening part of 
this revolution is that it is bringing many people into 
the world economy who have hitherto been exclud- 
ed from it, and who would probably remain exclud- 
ed if they had to rely on fixed-line phones. 

Bangladesh, for example, is a telephone desert: 
there is only one fixed-line phone for every 275 peo- 
ple (compared with one for every 50 in neigh- 
bouring India), and about 90% of the country’s 
68,000 villages have no access to a phone. But the 
country is now seeing the birth of a new breed of en- 


Call waiting 


N APRIL 2oth this year Ann Schrader, a report- 

er with the Denver Post, was sitting at her desk 
near the police scanner when news began to crackle 
through about “shootings and grenades at Colum- 
bine High School”. Her boss immediately dis- 
patched her to a local hospital to survey the dam- 
age. She paused to grab a mobile phone on her way 
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trepreneur: “phone ladies” who f 
make their living out of connecting 
the poor to the rest of the world. 
They buy expensive state-of-the art 
cellphones, using loans made avail- 
able by the Grameen Bank, a private 
company that became famous for 
making microloans to villagers to 
buy cows or build fishponds. It is 
now trying to provide peasants 
with a portal on to the digital world. 
With its new subsidiary, Grameen 
Telecom, it has launched a pro- 
gramme which in the past two years 
has supplied 300 villages with 
phones. The company hopes that in 
five years’ time everybody in the 
country will be within two kilo- 
metres of a cellular phone. 

Mobile phones are not only releasing a wave of 
entrepreneurialism in developing countries; they 
are also helping people to escape the greed of mid- 
dlemen by providing them with the information 
they need to strike better bargains. Bangladeshi 
farmers go to the phone ladies when they want to 
find out the proper value of their rice and vegeta- 
bles. The cocoa and coffee farmers of the Céte 
d'Ivoire used to sell their products to local mid- 
dlemen at a small fraction of their market value be- 
cause they knew no better. Now they club together 
to buy mobile phones for checking current prices in 
the London commodity markets. 

The wireless revolution is also allowing whole 
countries to leapfrog the developed world into a 
wireless future. The most spectacular example is 
China. Not long ago hardly anybody there had ac- 
cess to a phone. Now China, with about 34m sub- 
scribers, is the biggest market for cellular phones 
after America. The country is adding more than ım 
new subscribers a month, which means that by the 
end of next year it will have more than 50m sub- 
scribers. Both connection fees and handset prices 
have halved in the past two years. And talk is cheap: 
Chinese subscribers average 400 minutes a month 
on the phone, three times as long as Americans. 

It will be a long time before the average Chinese 
can afford a mobile phone, but those who can 
stretch to them are getting the latest technology. Mi- 
chael Ricks, who runs Ericsson’s Chinese operation, 
points out that China will be among the first coun- 
tries to introduce third-generation mobile phones: 
after Hong Kong and Japan, but at roughly the same 
time as America. That tells us quite a lot not just 
about China but America, too. 


1990 9 





Fo guretu 


out, but the paper has only half a dozen of them, 
and they had all been booked out. 

When she was half-way to the hospital her pag- 
er went off. She searched for somewhere to call her 
office, eventually finding a 7-Eleven, and was told to 
forget about the hospital and go to the casualty re- 
ception near the school. On her way there her pager 
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America is falling 
badly behind in 
the race to go 
wireless 
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went off again, and again she scurried in search of a 
phone, this time stopping at a liquor store. When she 
arrived at the school, Ms Schrader at last managed 
to borrow a mobile phone. But by that time there 
were so many people trying to make calls that she 
could not get a clear line. 

There are several surprising things about this 
story. It is surprising that a reporter on a reputable 
newspaper should not own a cellphone, or at least 
be able to put her hands on one. It is surprising that a 
middle-class westerner in a professional job should 
rely on acrude piece of technology—the pager—that 
is being abandoned by humble labourers in Hong 
Kong. And it is surprising that the wireless operators 
in a big city should not be able to handle the surge in 
traffic after a disaster. Why all this should happen in 
acountry that is at the cutting edge of technology in 
so many other fields is worth exploring in detail. 

The United States is the world’s largest market 
for mobile phones, with almost 80m subscribers. 
But at 26% of the population, the proportion of peo- 
ple with mobiles is lower than in Japan (37%) and 
the Scandinavian countries (over 50%). Americans 
often have to put up with abysmal service, and with 
exorbitant “roaming” charges. American networks 
have also been slow to install oe 








consultancy. l 

America has been much slower than most other | 
countries to upgrade to digital, largely because in the | 
first half of the 1990s Congress dragged its feet over | 
auctioning off spectrum. In Europe the majority of | 
subscribers now use digital. Hong Kong scrapped | 
analogue several years ago. But in the United States | 
the share of digital is still only 30%. 


The downside of competition 


Many of America’s problems stem from its refusal to 
establish a national standard for digital. Europe has 
the same digital standard for the entire continent. 
The United States is a battleground between warring 
technologies: TDMA, CDMA and Gsm. This war has 
helped to keep America stuck in the analogue age, 
because rival companies have taken longer to per- 
fect their technologies. These incompatible stan- 
dards are irritating to consumers because they make 
it more difficult to roam across the country or to 
switch to a different service; they make it harder for 
manufacturers to achieve the economies of scale 
they need to justify investing in infrastructure; and 
they sometimes lead to shortages of vital equip- 
ment. coMaA-based companies such as Bell Atlantic, 
GTE and Ameritech were slow to sell digital service 
because, for most of 1997 and the first part of 1998, 
the appropriate handsets were too expensive and 
too hard to get hold of. 

This is not the end of America’s problems. Most 
other countries issue national cellular licences. The 
United States has gone for regional licences instead, 
The rcc carved out 734 cellular markets the first 
time it auctioned off spectrum, and 544 markets the 
second time. This fragmented structure means that 
the network operators have to devote a vast amount 
of effort to “putting Humpty Dumpty back together 
again”, in Mr Lowenstein’s phrase. It has also created 
a huge secondary industry in handling “roaming” 
between America’s 300 wireless operators. 

The American market is also unusual in that 
people are charged for receiving as well as making 
calls, whereas the normal convention is “calling 
party pays”. This contributes to the feeling that wire- 
less is a luxury—even though American charges are 
at the bottom end of the scale (see chart 7). It also 
persuades many people to leave their phones off 
when they are not making calls themselves. A recent 
study by the Yankee Group of 3,301 wireless users 
found that over 30% never left their phones on at all 
and over 20% never left them on for more than two 
hours. Over 30% did not know their mobile number. 
pct Mace Ses “Called party pays is stifling 





the sort of smart services that 

are all the rage in Europe. “It is | 

easier to call from one country | cents per minute 
to another in Europe than it is | Latin America 
to call from one city to another | AsiePacific 
in the United States,” says | 

Mark Lowenstein, head of the | 

Yankee Group's wireless prac- | 
tice. “The United States is at | 
least two years behind Europe 
in terms of the types of services 
companies offer,” says An- 
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Down, down, down u market demand,” complains 
Mobile-to-landline charges, 1999 | Maureen Grzelakowski, a se- 


nior vice-president at Motoro- 
la’s Network Solutions Divi- 
sion, “and as a result it’s 
stifling overall investment.” 
Five years ago the Japa- 
nese were not allowed by law 
to own mobile phones. Now 
Japan’s 47m cellular subscrib- 
ers can get their hands on the 
E most advanced handsets in 
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that America will perform a 
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over the competition? 

The number of Americans with mobile phones 
is certainly growing rapidly. In May 1988 AT&T, now 
America’s biggest cellular-service provider, 
launched a service that allows their mobile custom- 
ers to call any number in the country for a flat fee. 
This forced other carriers such as Sprint pcs, Bell At- 
lantic Mobile and BellSouth to follow suit, turning 
wireless into much the fastest-growing portion of 
the American telephone business. The Cellular Tele- 
communications Industry Association, a trade 
group based in Washington, pc, estimates that more 
than 37,500 Americans sign up for wireless service 
every day. 

The rcc is pushing for the introduction of “call- 
ing party pays”. The networks are working hard to 
improve their service, following complaints that 
they have over-stimulated demand, leaving many 
people without service at peak times of the day. The 
number of base stations in America increased by 
28% last year, according to the Cellular Telecommu- 
nications Industry Association, and is probably in- 
creasing even faster today. arar claims to be in- 
vesting more than $2 billion to build capacity this 
year, double the amount it spent last year. Sprint pcs 
is spending more than $1.5 billion to upgrade both 
coverage and capacity this year. 

America has a trump up its sleeve: its pre- 
eminence in the rest of the high-tech world. The Eu- 
ropean phone giants have been careful to form alli- 
ances with American companies such as Cisco Sys- 
tems and Sun Microsystems. Pekka Ala-Pietila, 





Nokia’s president, spends two weeks every other 
month in Palo Alto at the offices of the Nokia Ven- 
tures Fund, sniffing the air for ideas. The West Coast 
is dotted with innovative wireless companies. Talk- 
Star, for example, has invented voicemail that users 
can tap into from anywhere in the world for the 
price of a local call; Emerald Bay Systems has devel- 
oped an innovative technology for evaluating the 
quality of wireless networks. 


Keep holding on 


But three sticky problems remain. The first is that 
moving to “calling party pays” could be an adminis- 
trative nightmare, not least because the market is so 
fragmented. In Europe, all mobile numbers have a 
distinctly different area code from landline num- 
bers, so people know when they are calling a mo- 
bile; in America, there is generally no distinction, so 
people have no idea whether they are calling a mo- 
bile, or whether they are calling locally or long- 
distance. That makes it seem unfair to expect the 
calling party to bear all the costs. The second prob- 
lem is the “all you can eat” culture that dominates 
the landline world. In Europe both mobile and land- 
line calls are generally metered (although sr has just 
introduced deals that include a flat-rate element), 
but in America subscribers pay a flat monthly fee 
for unlimited local calls, giving them a huge disin- 
centive to using their mobiles for any of those calls. 
The third problem is that America is lagging just as 
badly behind in the next generation of mobile tech- 
nology as it is in the current one. It seems unlikely to 
be able to introduce third-generation systems until 
2003-05, by which time the most advanced Euro- 
pean and Asian countries will have established 
huge leads. 

Some of America’s leading wireless companies 
are hedging their bets by doing their most advanced 
work abroad. Motorola is providing some of the in- 
frastructure for Japan’s migration to third-gener- 
ation mobiles. Sun Microsystems is working with 
several Japanese companies on ways to use mobile 
phones to control household appliances. And Hew- 
lett-Packard is doing some of its most advanced 


thinking about wireless electronic commerce in Hel-- 


sinki. Indeed, American cyber-gurus have taken to 
travelling abroad to find out what might be coming 
next. And their itineraries often include Finland, for 
reasons that will become clear in the next section. 


tS tears seat 


To the Finland base station 


INLAND is a surprising country to be forging the 

future of mobile phones. It suffers from some of 
the familiar signs of Eurosclerosis, such as high wag- 
es, taxes and social-security costs and an unemploy- 
ment rate of 10.5% (down from 20% a few years ago). 
Business visitors planning a trip in July are advised 
to come in August instead, when the workforce is 
back from its month-long summer holiday. 

But you only have to step off the aeroplane to 
realise that the Finns have a particular affinity with 
mobile phones. The air is atwitter with personalised 
ringing tones. Telephone boxes stand empty, re- 
duced to mere street decorations. On the average 
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summer Saturday night, Helsinki’s city centre is the 
scene of a dozen drunken stag nights. The bride- 
grooms dress in peculiar buttock-exposing cos- 
tumes and clatter from bar to bar on skis. Even so, 
they manage to keep their mobile phones stuck to 
their ears. 

Finland has the highest ownership of mobile 
phones in the world, at 63% of the population. (It 
also, incidentally, has the highest proportion of In- 
ternet users.) Finland has pioneered all sorts of ex- 
perimental uses of mobile phones, from buying 
Pepsi-Cola to controlling such household equip- 
ment as heating, lighting, boilers and alarms. Fin- 
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land is also the home of Nokia, the world’s most suc- 
cessful mobile-phone manufacturer. 

Why has Finland become such a wireless 
hotbed? The Finns point to the idiosyncrasies of 
their geography and national character. The combi- 
nation of the country’s huge size and low pop- 
ulation density makes mobiles more cost-effective 
than landlines. Indeed, some 19% of Finnish house- 
holds now have only a mobile phone and do not 
bother with a fixed-line phone at all. Many people 
have second homes, and when they are communing 
with nature in Lapland they need a lifeline to the 
emergency services. “For Finns it is easier to talk ona 
mobile phone than face-to-face,” says Janne Vainio, 
vice-president of mobile communications for Fin- 
land’s Sonera cable network. 

The Finns have long had a soft spot for tele- 
phones: they were using them a year after Alexan- 
der Graham Bell first tested one in 1876. But the 
country’s affection for the devices has been enor- 
mously strengthened by two familiar economic 
forces: competition and economies of scale. The 
Finnish national telephone company never had the 
sort of monopoly enjoyed for so long by, say, the 
British or German state telecoms companies: in the 
1930$, more than 850 private telephone companies 
were struggling for survival. The 46 private compa- 
nies that eventually emerged from the contest had 
to be fairly fit. After a further bout of liberalisation 
of the industry in 1987, the country now has 90 tele- 
communications operators. 

In the early 1980s Finland took the far-sighted 
decision, along with Denmark, Norway and Swe- 
den, to form the Nordic Mobile Telephone Group. 
This alliance not only provided the critical mass 





needed to turn Gsm into the common standard for 
Europe and much of the rest of the world, but also 
gave Nordic telephone companies the chance to sell 
toa much larger market. Nokia currently looks to be 
the winner in the battle that ensued with Sweden’s 
Ericsson, but the resulting competition helped to 
turn both companies into global giants. 

Last year, Nokia roared past Motorola to be- 
come the world’s biggest manufacturer of mobile 
phones, making 41m of the 163m phones sold 
around the world. This astonishing success has 
made it the biggest company in Finland by far, ac- 
counting for about 10% of the country’s Gpp, more 
than half the value of its stock exchange and a fifth 
of its exports. Yet for the first 120 years of its history 
the company was best known as a manufacturer of 
paper products and rubber boots. In the late 1970s 
the conglomerate bought a couple of telephone 
companies as part of a diversification strategy. In 
1982 it manufactured its first “portable” phone, the 
Nokia Senator, which weighed 2albs, but at that 
time the mobile division was nothing more than a 
far-flung satellite of the Nokia empire. 

Then three things happened. The company’s 
boss, Kari Kairamo, committed suicide; the Soviet 
Union collapsed, taking a big chunk of the Finnish 
economy with it (including much of Nokia’s busi- 
ness); and Jorma Ollila, the hard-driving head of the 
company’s mobile-phone division, was appointed 
to run the company. Mr Ollila set about focusing 
Nokia ruthlessly on mobile phones and turning it 
into a global company. The result was a startling 
transformation that has increased Nokia’s market 
valuation nearly 500-fold. Ten years ago Finland ac- 
counted for 30% of the company’s net sales of €2.3 
billion ($2.4 billion), compared with just 4% today of 
the company’s much larger net sales of €13.3 billion. 
Ten years ago telecoms made up only 10% of Nokia's 
net sales. Now it accounts for 100%. 


Nokia’s edge 

Nokia’s performance has been as startling as its 
transformation. In 1998, Nokia’s workforce in- 
creased by almost 30%, its sales rose by 51% and its 
operating profits increased by 71%. If it continues to 
grow at this pace—and the management has set a 
target for increasing net sales by 25-30% a year—the 
company’s revenues will exceed the budget for the 
whole of Finland in a few years. 

For a company with such deep Finnish roots, 
Nokia seems to have taken to globalisation remarka- 
bly easily. It sells its products in 140 countries, about 
the same number as McDonald’s, and conducts it- 
self as the very antithesis of the ugly multinational. 
It bends over backwards to tailor its products to ev- 
ery local quirk. Finland still supplies about half the 
company’s 44,000 workers, and the majority of its 
senior management. That may be part of the reason 
for its success: Finland’s egalitarian corporate cul- 
ture is just the sort of thing management gurus are 
prescribing for companies everywhere. But the com- 
pany also does everything it can to encourage a reso- 
lutely global mindset, from making English its offi- 
cial language to expecting senior managers to spend 
time working abroad. Nokia carries out more than 
half its research and development outside its home 
country, and employs far more engineers than Fin- 
land alone is able to train. 
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www .switchfacilities.com 


To enter the U.S. market or expand your existing 
presence, you've come to the right place. Because 
we provide what no one else can. 

Speed and freedom. 

Plug and play 

The whole idea behind Switeh & Data Facilities 
Co. is to get you up and running fast. It’s as easy 
as plugging your switching or routing equipment 
into any or all of our strategically located, 
telco-grade, shared infrastructure facilities. Each 
has already been built out with generator backup, 


UPS and computer-grade air conditioning systems. 
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The carrier neutral advantage 
What really sets S&DFC apart is your ability to 


negotiate among the major carriers. With on-site 


connectivity to competing fiber network providers, 


you can negotiate on point to point circuits to get 
the best service at the best rates. 
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Portland, OR 
Sacramento, CA 
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feet ~ outfitted with everything you need. You'll 
find AC and DC, equipment racks, security systems, 
cable ladders and dedicated grounding systems. 
Even Level One support with technicians available 
around the clock, And direct carrier access. 

All of which means you can concentrate on your 
core business without investing precious lime or 
money in real estate and infrastructure, 

it all starts here 

Www.switchfacilities.com. Because when it 

comes to entering the U.S. market we've made it 


the land of the free and the home of the swift. 
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Notebook computers can be drag - literally - when they're loaded down with all your peripherals. But here comes the 
Twinhead PowerSlim 600 Series - a notebook computer so slim and so light you'll hardly know it's there! The PowerSlim 
600 Series offers you state - of - the - art engineering with heavy duty processing power, along with all the peripherals you 
need, including CD-ROM drive, DVD-ROM drive, 3.5" FDD and a second battery port. All this in a package 31mm high 
and weighing at 2 kg! How do we do it? Through a magic device called the "Media Bay". This unique swappable utility 
lets you juggle all your peripherals without the tangle of external cables or the weight of unneeded devices. The ultra- 
portable, ultra-powerful PowerSlim 600 Series - the notebook solution you've been looking for. Open it up and let ‘er rip! 
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Two other big things help explain Nokia’s suc- 
cess. The first is its ability to think about the future. 
Nokia has 13,000 people working in rap, and its 
managers never seem happier than when they are 
pulling mock-ups of video phones out of their brief- 
cases. But the company is careful to make sure it 
does not dissipate its energies too widely, consulting 
knowledgeable outsiders about the future direction 
of markets. The rap division has a system of “in- 
ternal start-ups”: people who come up with a good 
idea are expected to produce a business model and 
then move from the laboratory to a business unit to 
try to turn it into reality. 

Even more than inventing products, the compa- 
ny thinks about shaping entire markets. It works 
closely with everyone from network operators to lo- 
cal start-ups to make sure that everything is in place 
for the release of its next product. It thinks carefully 
about moving consumers on to progressively more 
sophisticated products. “You always need to have a 
tease,” says Olli-Pekka Lintula, a director of product 
marketing. “You always need to move the customer 
up the value chain.” And it advances relentlessly on 
several fronts at once. One new scheme that is al- 
ready well on the way is to use wireless local area 
networks (LANs) to create high-bandwidth “hot 
spots” in hotels and airports where business trav- 
ellers can log on to the Internet without the bother of 
wires. Another is the creation of videophones as the 
next step down the road from the smart phones just 
being launched. 

The other big thing behind Nokia’s success is its 
ability to think like a consumer-products company. 
The company expects to introduce new models ev- 
ery year, much like a car manufacturer or a clothes 
designer. It changes colours according to fashion— 
two-tone and aluminium have been particular fa- 
vourites recently—-and encourages people to cus- 
tomise their phones with clip-on covers. The com- 
pany spends a lot of time talking to people from the 


fashion world and the public-rela- 
tons business. 

Operating in the region with the 
world’s highest use of mobile 
phones has given the company a big 
advantage over its non-Scandina- 
vian competitors because it pro- 
vides it with feedback from knowl- 
edgeable customers. That advantage 
is likely to get bigger because Fin- 
land is now spawning a cluster of in- 
novative companies that specialise 
in providing content for the new 
generation of smart phones. 


1990 91. 92 
Source: IU 











A bunch of cowboys 

Mention Mato Valtonen in Finland, 
and everybody smiles. His 24 years as lead singer of 
the Leningrad Cowboys left him with 20 gold re- 
cords and a legion of fans. But now Mr Valtonen has 
abandoned music to follow Nokia into the mobile- 
phone business. 

Mr Valtonen’s move was prompted by two ob- 
servations: that Finnish teenagers were perpetually 
tapping out short messages on their mobile phones, 
and that the phone system, unlike the Internet, had 
a robust billing system already in place. So he struck 
a deal with Finland’s Radiolinja and America’s 
Hewlett-Packard to set up Wapır, a company that 
supplies mobile phones with news, sports scores, 
horoscopes and even biorhythms, for which callers 
pay the equivalent of about 30 cents a message. The 
company has expanded rapidly and now provides 
250 different services; anonymous chat rooms and 
blind dating are particularly popular. it is constantly 
thinking up new services, and has huge ambitions 
to expand abroad. About 50 Finnish start-ups like 
Wapit are currently working on applications for 
smart phones. But what will all this innovation do 
for the customers? 

PONELE PEN 





Ring in the new 


T: mobile-phone industry is full of people who 
are convinced they are changing the world. Mo- 
bile phones, those people say, are fundamentally 
revolutionising the way people work; they are giving 
individualism yet another shove; and they are ush- 
ering in something grandly called “the mobile in- 
formation society”. 

Mobile phones undoubtedly make it easier for 
people to work wherever they choose. (An Amer- 
ican advertisement features a man with a golf bag 
talking on his mobile phone, telling his boss that he 
is working from home.) They are a great help for 
people on the move, and they make it easier for peo- 
ple to get in touch with each other whenever they 
need to. They are quintessentially personal devices. 
Japanese teenagers used to have to phone each oth- 
er at home, with the attendant risk that the phone 
would be answered by a grown-up; now they can 
chat to each other at all hours without being in- 
tercepted. 

But these arguments provoke all sorts of ques- 
tions, Do mobile phones really make workers more 
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mobile, or is it workers’ increased mobility that ac- 
counts for the spread of the devices? Do teenagers 
want cellphones because they are all arrant individ- 
ualists, or is this just another example of conformity 
induced by mass marketing? And was the arrival of 
the mobile information society not attributed to the 
laptop computer and the Intemet long before smart 
phones came along? 

The claims about the changing nature of work 
are clearly exaggerated. Huge numbers of workers 
were mobile long before cellphones came along; on 
the other hand, some of the ties that tether people to 
their desks are much stronger than telephone wires. 
Five years ago TBwa Chiat/Day, an advertising agen- 
cy, led the charge into the “virtual workplace” when 
its offices in Venice, California, proved too small for 
a fast-expanding workforce. The company gave 
everyone a mobile phone, a laptop and a locker, and 
told them to come into the office only when they 
needed to. The experiment proved a disaster: work- 
ers complained of isolation and lack of creative in- 
teraction. Last year the company traded virtual 


The best thing 
about mobile 
phones is their 
convenience 
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communication for the real thing, 
moving into large offices where 
everybody has their own desk, 
along with plenty of open spaces 
for informal meetings. TBWA 
Chiat/Day is only one of a huge 
number of companies to discover 
that people need to “share the 
same air” as well as to “share the 
airwaves.” 

Even more exaggerated are 
the claims about individualism. 
Arguably, the proliferation of cell- 
phones reinforces group beha- 
viour rather than individualism. 
Mostafa Terrab, Morocco’s tele- 
phone regulator, says Moroccan immigrants in 
Europe rely heavily on mobile phones to keep in 
contact with their families back home. The mobile 
phone, he says, is “the virtual family nucleus” of a 
largely illiterate society. The teenagers who have em- 
braced the devices use them mainly to reinforce 
their social networks. They are forever phoning each 
other to rearrange meetings as they wander around 
Tokyo or Helsinki—and each ring of the phone adds 
to their popularity count. Having a cellphone “is like 
having someone beside you all the time”, one Japa- 
nese woman told a local newspaper. 

What about the mobile information society? 
Certainly airport lounges are full of people desper- 
ate to log on to the Internet, suggesting a huge poten- 
tial demand for phones that will allow them to do 
that with less bother and no wires. But much of 
what the mobile-phone industry is offering is not 
really new; it is just an easier way of doing things 
that people are doing already, from checking their e- 
mail to paying bills wherever they are. Pekka Palin, 
one of the founders of Waprr, points out that many 
mobile-phone users do not want the sort of sophisti- 
cated services that a “mobile information society” 
entails. They want old-fashioned things like horo- 
scopes and jokes. 


Less stress 


Perhaps the most obvious attraction of mobile 
phones is too simple to catch the gurus’ attention: 
they make life easier. Once people have them, they 
no longer need to hike along the motorway when 
their car breaks down, or twiddle their thumbs 
when a friend they are meeting is unavoidably de- 
layed, or feed coins into a payphone only to have 
them eaten up. Mobiles allow their users to avoid 
frustration, and fill “niche time” that would other- 
wise be wasted. 

Being constantly in touch is particularly bene- 
ficial for three groups of people. The first are itin- 
erant bosses. Because of the current fashion for com- 
panies to contract out everything but their core 
businesses and hand as much power as possible to 
front-line workers, bosses now spend much more 
time establishing relations with potential business 
partners than telling their employees what to do. 
Mobile phones make that relationship-building eas- 
ier. The second group are the vast army of people 
who spend their time either on the road or at clients’ 
offices rather than sitting at their own desk. These 
range from high-powered consultants to today’s 
travelling salesmen. Booz Allen & Hamilton, a con- 
























sultancy, used to present people 
with a briefcase when they signed 
on with the firm; now it presents 
them with a pc and a mobile 
phone. Mark Feighner, a top man- 
ager at Gre, one of America’s larg- 
est wireless networks, emphasises 
the importance of a third group of 
people on the move who are of- 
ten overlooked: blue-collar work- 
ers. When countries start to move 
over to mobile phones, taxi driv- 
ers and plumbers are among the 
first to pile in. Many mobile work 
teams are also likely to be early 
adopters of Intemet phones. 
House-builders, for example, will be able to check 
the specifications of houses over the Internet rather 
than trudge back to the office. 

But mobile phones do not just follow their own- 
ers around; they also know where those owners are 
at any one time. That means they can be used to pro- 
vide an extraordinary range of local services. 

There are few better places to study such ser- 
vices than the offices of Sunday, one of Hong Kong’s 
most innovative cellular operators. The offices are 
built in the sort of aggressively modernist style you 
would expect from a mobile-phone company. In the 
lobby sit busts of three 2oth-century giants: Sun Yat- 
sen, John Kennedy and Mahatma Gandhi. (The 
company used all three in its advertisements cele- 
brating the arrival of “number portability’”.) The of- 
fice is full of people who look as if they are barely 
out of university. The company’s boss, Craig Ehrlich, 
a displaced Angelino who is apologetic about his 
native country’s backwardness in wireless tech- 
nology, explains the huge range of “location-based” 
services his company offers. 

When Sunday customers enter a shopping mall, 
they can dial a number to find out about special of- 
fers. Their phones will tell them about deals on any- 
thing from meals to Gucci loafers. The information 
is updated throughout the day. When customers 
run out of petrol or break a heel, they dial another 
number to find the nearest garage or cobbler. Yet an- 
other number lets them find out what is on at the lo- 
cal cinema, and reserve tickets if they wish. Sunday 
also offers a sophisticated dating service. Customers 
feed their details into a computer alongside those of 
thousands of other Sunday customers. When some- 
one matching their requirements enters the bar 
where they are having a drink, their phone rings and 
asks if they would like to go over and talk to the po- 
tential date. 

This service clearly has the power to target ad- 
vertising much more precisely, and thus make it 
more effective. Many of Sunday’s customers are 
happy to receive ads over the phone—either by 
voice or by text—in return for the chance of getting a 
bargain. These ads are a marketing man’s dream. 
They can be adjusted to fit the customer’s de- 
mographic profile, and can be sent when the cus- 
tomer is in the best possible place for buying a prod- 
uct. They can also be monitored so that the 
advertisers know how customers are responding. 
“Advertisers can reach the exact people they want to 
reach,” says Mr Ehrlich, “in the exact spot where 
they want to reach them—and they can often get an 
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immediate response.” 

Six months after the launch of its advertising ser- 
vice, Sunday gets only 1% of its total income from 
this source. But Mr Ehrlich thinks it will become far 
more important in future. Advertisers will develop 
much closer relationships with mobile-phone com- 
panies. For example, they may start subsidising mo- 
bile phones—or even give them away free—in the 
way that some companies are now giving away 
computers. Mobile-phone companies may begin to 
realise that their most precious resource is not the 
airwaves but the attention of the customers who 
carry their products around with them. 

Wireless devices are also likely to have a big im- 
pact on another industry: transport. Car companies 
are beginning to incorporate wireless gadgets in 
their products just as routinely as they now incor- 
porate computer microchips. General Motors’ ad- 
vertisements trumpet the fact that its cars are fitted 
with the “On Star” safety feature, which sends a sig- 
nal to the rescue services if their car runs into trou- 
ble. Mercedes-Benz, Bmw and Jaguar have struck 
deals with Motorola to furnish their cars with simi- 
lar devices. Volvo's racing cars are fitted with wire- 
less gadgets that keep the pit stop informed about 
the car’s condition and location, so the mechanics 
can start fixing the car the moment it comes into the 
pits. Most truck companies track their fleet by either 
cellular or satellite equipment so that they know ex- 
actly where each truck is and what shape it is in. 


So far and yet so near 


These smart vehicles will be just one part of a much 
bigger wireless business: telemetry. People have 
used wireless devices for years to monitor expensive 
pieces of machinery in isolated places. But now that 
wireless can deliver the Internet, such monitoring is 
about to get a huge boost. The Yankee Group pre- 
dicts that most machines above a certain value will 
be fitted with telemetry units so that people can 
keep an eye on their performance, and that this 
technology will become much more pervasive in fu- 
ture. Wireless devices can be used to monitor any- 
thing from utility meters (thus getting rid of meter 
readers) to Coke machines (so they can be filled up 
just before they run out). They can be used to signal 
whether a building is being broken into or pollution 
has reached a critical level. They can also be used to 
deliver instructions to other devices: lock yourself 
out of your car, for example, and you can use your 
mobile phone to tell the doors to open. 

Most pervasively of all, the mobile-phone com- 





FEW months ago the British press was full of sto- 

ries about mobile phones frying people's 
brains, zapping their central nervous systems and 
generating brain tumours and cancers. Britain was 
not the first country to suffer from a health panic 
over mobile phones—that honour probably belongs 
to one of the Scandinavian countries—and it cer- 
tainly will not be the last. 

Health worries could be the one thing capable of 
slowing the wireless juggernaut. During the 1990s, 
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The downside of mobIE 


panies want to change the way people use and man- 
age their money. The idea is to turn phones into 
both electronic wallets and portable arms. The In- 
ternet will allow people to manage their bank ac- 
counts while on the move. Smart cards will allow 
them to load their phones with electronic cash. And 
wireless receivers in, say, vending machines and 
parking meters will allow them to dial a number 
and add their purchases to their phone bill. The aim 
is not simply to grab new business, though that is 
obviously important; it is to reinforce the customer's 
relationship with his mobile phone, turning it into 
the one item that he cannot do without. 

The country that has travelled furthest down 
this road is Finland. The Finns can already use their 
mobile phones to pay for Pepsi-Cola from vending 
machines and songs from juke boxes, not to men- 
tion car washes and golf balls; once the technology 
has proved itself, the country’s biggest cellular net- 
work, Sonera, is planning to move on to more ex- 
pensive items. Finnish banks also rushed toembrace 
mobile communications when the steep recession 
of the early 1990s forced them to shed large numbers 
of staff. Okobank, the main bank for 2.1m Finns, al- 
lows its customers to use their mobile phones not 
only to monitor and manage their accounts but also 
to make payments. It uses the same technology to 
keep in contact with its customers, sending them re- 
minders if their accounts hit certain agreed “trig- 
gers” (too much or too little money), and keeping 
them informed about the services they offer (if they 
buy travellers’ cheques, for example, they might re- 
ceive information about travel insurance). 

Other countries are following in Finland's foot- 
steps. HsBc’s Hong Kong branches are among sever- 
al banks there that plan to allow their customers to 
manage their bank accounts and trade shares over 
the airwaves. “About 3m people have mobile 
phones, compared with only ım who have access to 
the Internet,’ Hssc’s Darren Sugden points out. 
“People have their mobile phones with them all the 
time—and they have a very personal relationship 
with them.” Hong Kong's Jockey Club allows people 
to place bets over its private network, using various 
wireless devices. According to Steve Beason, the 
club’s director of information technology, a good 
proportion of the money bet on its races is “cashless, 
wireless and operatorless”. 

If mobiles make life so much more fun and so 
much easier, at a cost that is constantly diminishing, 
they are clearly too good to be true. And indeed crit- 
ics are finding plenty of things wrong with them. 





there has been a steady drip of studies suggesting 
links between the phones and various health prob- 
lems. In 1995 Henry Lai, a researcher at Washington 
University in Seattle, claimed that rats which had 
been exposed to microwaves of the sort generated 
by mobile phones showed breaks in their DNA simi- 
lar to those caused by carcinogenic chemicals or x- 
rays. In 1997 researchers at the Royal Adelaide hospi- 
tal in Australia reported that a group of mice that 
had been exposed for 18 months to microwave radi- 
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Scares about the 
ill-effects of 
mobiles will not 
stop the phones’ 
onward march 
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ation similar to that emitted by digital mobile 
phones developed lymphomas (cancers of the 
lymph system) at twice the rate of other mice. 

Last year Hjell-Hanson Mild, of the National In- 
stitute of Working Life in Umea, Sweden, reported 
that in a study of 11,000 mobile-phone users in Nor- 
way and Sweden, he had discovered that people 
who made frequent mobile calls were more likely to 
complain of headache, tiredness and “warmth 
around the ears” than the population in general. The 
problem of hot ears also featured in a study con- 
ducted by Alan Preece and his team at Bristol Uni- 
versity on behalf of the British government. Thirty- 
six volunteers had devices simulating the micro- 
wave output of mobile telephones clamped on their 
left ears, close to the area of the brain that controls 
language, and were then asked to perform simple 
tests. The result was a small improvement in their 
reaction times. This might possibly have been the 
result of localised heating caused by exposure to mi- 
crowave emissions. 

However, these studies are a long way from con- 
clusively proving the case against mobile phones. 
Two teams of scientists have so far failed to replicate 
Dr Lai’s results, and three other teams have failed to 
replicate the Adelaide results. Dr Mild’s study raised 
suspicions because mobile-phone users in Norway 
were found to be twice as likely to complain of 
symptoms as those in Sweden, where press coverage 
of the health risks had been much more restrained. 
And in a recent study a group of scientists at Brooks 
Air Force Base in Texas exposed mice that had been 
genetically engineered to be susceptible to breast tu- 
mours to microwaves for 20 hours a day for 18 








months, but found no increase in cancer rates. So far 
none of the court cases brought against cellphone 
manufacturers has been successful. 

The subject has certainly received a great deal of 
attention: so far some 12,000 studies have been pub- 
lished around the world, and about 50 big research 
projects are under way. The World Health Orga- 
nisation is spending $6m (some of it provided by the 
mobile-phone companies) on a study to compare 
3,000 brain-tumour patients with a control group to 
see whether they differ in their use of mobile 
phones. Scientists may never establish a firm link. 
The iru, for example, concludes that “The more one 
learns about the subject, the more evidence there is 
to suggest that any risks to health are improbable.” 
Cellphones emit only tiny amounts of radiation— 
about one-thousandth of the amount emitted by 
microwave ovens. And people use their phones in 
so many different ways that epidemiological re- 
search is hard to design. 

But even if researchers were to establish that ra- 
diation from mobiles had a damaging effect on the 
brain, it might not be a calamity for the industry. 


There is a simple way to eliminate exposure: wear a 


hands-free set on your belt, and an earpiece and mi- 
crophone around your neck. This arrangement al- 
lows you to look at your handset while you talk, 
making it well-suited to smart phones. It is already 
popular in some parts of Europe, with the dis- 
concerting result that a growing number of people 
seem to be talking to themselves. 


And not just health scares 


Concerns about mobiles do not end with fears of 
cancers and brain tumours. Three others, in partic- 
ular, deserve attention. 

The first is that mobile phones and cars make a 
dangerous combination. A study carried out at the 
University of Toronto found that people who use 
mobile phones in cars are four times as likely as 
other drivers to have an accident. Several countries, 
including Singapore, Israel, Brazil and Chile, ban 
people from using such phones while driving. (In- 
triguingly, Chilean police report that about a third 
of the drivers they pull over are using fake handsets.) 

The second is that the very thing that makes the 
phones so attractive—that you are never out of 
touch—may also be their greatest drawback. Being 
constantly available can mean being constantly pes- 
tered. Your boss can always get hold of you. Friends 
are always just a call away. Advertisers are always 
ready with special offers. The smarter these phones 
get, the more people will be bombarded with in- 
formation—and the less time they will have for 
themselves. The offputting new buzzphrase for all 
this is “the wireless leash”. 

This feeds into a third worry about mobile 
phones: that they are enemies of personal privacy. 
Many public figures have been embarrassed by cell- 
phone conversations that have been taped and 
leaked to the media. Bill Sarpalius, a congressman 
from Texas, was recorded trying to get a date with a 
young woman in return for giving her a job; Newt 
Gingrich was recorded trying to rally fellow Repub- 
licans to oppose the decision that he should be re- 
primanded for violating House ethics; and, most fa- 
mously of all, some years ago Britain’s Prince 
Charles was recorded telling his mistress, Camilla 
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AST summer a German businessman 
became one of Europe’s first victims 
of mobile-phone rage. He infuriated fel- 
low drinkers in a Hamburg beer garden 
by refusing to turn his mobile phone off; 
a fight broke out and the compulsive 
communicator was clubbed to death 
with a beer bottle. “It was really loud,” 
one witness told the police, “and had 
one of those terrible melodies too.” 

Clubbing somebody to death is a lit- 
tle extreme. But there is no doubt that 
mobile phones have taken their place 
among the world’s great irritations. 
Their biggest sin is to have introduced 
telephone conversations into places that 
have previously been free of them, blur- 
ring the boundary between public and 
private life. Try reading a book on a 
train these days, for example, and you 
are invariably interrupted by some mo- 
bile bore telling the airwaves that he is 
on a train. Mobile phones have become 
a hazard even in the theatre. “Tell them 
we're busy,” the actor Kevin Spacey told 
the owner of a ringing mobile during a 
London performance of “The Iceman 
Cometh”. 

Mobile phones are at once alien- 
ating and intrusive. They encourage 
people to abstract themselves from their 
immediate environment, interacting 
with unseen interlocutors instead. And 
they force everyone else to listen to one 
half of a (frequently inane) conversa- 
tion. This is made worse by the two iron 
laws of telephony. The first is that a 
phone call invariably trumps face-to- 
face interaction, so that even polite 
people will abandon a conversation to 
answer a phone. The second is that mo- 
bile-phone conversations know only 
one mode: fortissimo. 

What can be done? London clubs 
forbid the use of mobile phones except 
in special phone booths. Gordon Ram- 
say, an acclaimed British chef and own- 
er of a London restaurant bearing his 
name, asks his customers to leave their 








phones at the front desk, though he will 
take calls for them if necessary. In Swit- 
zerland, the railways have set aside spe- 
cial cars for unrepentant telecommun- 
icators. In Japan, the bullet trains have 
signs instructing people to use their 
phones in the corridor “even if it is in- 
convenient”. The Hampton Jitney, a bus 
that shuttles New York’s gilded elite 
from the city to Long Island, limits pas- 
sengers to three minutes on their cell- 
phones. If they go on for longer, tempers 





soon flare. And the state of Ohio has a 
law forbidding the use of mobile 
phones while “pursuing, shooting, kill- 
ing, following after or on the trail of, ly- 
ing in wait for, or wounding wild ani- 
mals while using a hunting or trapping 
implement such as a firearm or a bow.” 

Technology is also coming to the res- 
cue of cellphone haters. NetLine Tech- 
nologies, an Israeli company, is selling a 
device called a c-Guard, which disables 
mobile phones by using low-level radio 
signals to block communications bet- 
ween handsets and their base stations. 
The device is apparently perfect for con- 
cert halls, theatres and churches. Maz 
Hamburg, a German engineering com- 
pany, has invented a Mobifinder, which 





metre range to help enforce bans in 
places such as hospitals. Engineers for 
Britain’s Chiltern Railways have devised 
phone-proof railway carriages by cov- 
ering the windows with a metallic mi- 
crofilm impervious to radio waves. 

Some telephone companies, keen to 
prevent a backlash, are now urging their 
customers to be more mindful of others. 
Ntt DoCoMo, Japan’s biggest mobile- 
phone network, is playing on its name— 
which sounds like the Japanese for 
“manners”—-to tell its customers to 
make sure that they take both their 
phones and their good behaviour with 
them. Omnipoint, one of America’s big- 
gest Gsm operators, has produced an ex- 
cellent little book on wireless etiquette*. 
sBc Communications, which owns both 
Cellular One and Pacific Bell, has 
launched a campaign to promote cell- 
phone etiquette. It has also commis- 
sioned Peggy Post, great-granddaughter- 
in-law of Emily Post, the grande dame 
of American manners, to draw up some 
rules of good behaviour. 

Mobile-phone companies hope that 
users are likely to become more consid- 
erate as phones become everyday items. 
They also point out that technology is 
on the side of good manners. High- 
quality digital phones make shouting 
unnecessary. Many phones can be set to 
vibrate rather than ring. The growing 
fashion for mobile data transmission 
means that more people will use their 
phones in silence. 

But a visit to one of the world’s most 
advanced mobile-phone markets— 
Hong Kong--is not reassuring. The first 
thing that people do when they sit 
down to dinner is to put their mobile 
phones on the table. Throughout the 
meal, they compete with each other to 
see who can make and receive the most 
calls. And when they do speak to each 
other, it is often to discuss the relative 
merits of different mobile phones. 


* “Wireless Etiquette. A Guide to the Changing World of 
Instant Communication”, by Peter Laufer. Omnipoint 
Communications, 1999. 
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Parker Bowles: “I need you several times a week.” 
But privacy is not just a problem for celebrities. Mo- 
bile-phone companies increasingly have a good 
idea of where their customers wander during the 
day. The potential value of such information for 


law-enforcement agencies is obvious. 


Many of these problems can be engineered out 
of existence. Digital technology is good for privacy, 
because the signals are unintelligible to rm scanners, 
and the streams of bits can easily be encrypted. The 
new pre-paid mobiles require no contract and no 
personal details, so can be used anonymously. 
Hands-free phones make it safer to talk while driv- 
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ing, particularly if they are equipped with voice- 
activated dialling; and plenty of people are already 
programming their phones to use different ringing 
tones for different people--one for the nanny, an- 
other for the boss. Call management, too, is on the 
verge of a big leap forward. Several companies, in- 
cluding Motorola and Orange, are developing “elec- 
tronic secretaries” that make sure you get urgent 
calls immediately, but can screen out unwanted 
ones and divert unimportant ones to voicemail. Mo- 
biles may not be perfect yet, but you can be sure 
that somebody is working on it. 


thank the World Bank, the 
Yankee Group and the 
International Telecommu- 
nication Union for making 
available material that 
proved useful in the writ- 
ing of this survey. 

The rru’s “1999 World 
Telecommunication 
Development Report: Mo- 
bile Cellular”, published 
on October ioth, was 
particularly helpful. 
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revolution changed 


the way we think 
about distance, the 
wireless revolution 
is changing the 
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The conquest of location 


SURVEY published in The Economist a few 

years ago summed up the telecommunications 
revolution as “the death of distance”. It would be 
nice to be able to say that mobile phones are adding 
location to the list of the deceased, but that would 
be an exaggeration. The price of property in places 
such as Silicon Valley and Manhattan shows that the 
human instinct to cluster together remains as strong 
as ever. Companies that decided their employees 
needed nothing more than a mobile phone and a 
temporary “hot” desk soon found out they had got 
it wrong. But if wireless communication is not kill- 
ing location, it is at least helping people to bring it 
under control, allowing them to overcome its limita- 
tions as well as making it easier to enjoy its benefits. 

Until recently, one of the most bothersome as- 
pects of the information age was that people risked 
becoming powerless whenever they left their home 
or office. Now mobile phones are putting communi- 
cations in their pockets. The arrival of smart phones 
will make the peripatetic businessman’s life easier 
still. He will be able to receive his e-mail, keep in 
touch with his corporate intranet or consult the In- 
ternet wherever he happens to be—and all without 
the bother of finding a computer jack or even log- 
ging on to the Internet. Nokia talks about people's 
“personal bubble”—their very own collection of da- 
ta that follows them wherever they go. Motorola 
says that mobile phones allow you to “take your 
world with you.” The car industry is beginning to 
talk about “putting the Internet on wheels”, mean- 
ing that people can have information read out to 
them even as they speed down the physical equiv- 
alent of the information superhighway. 























The wireless revolution is ending the dictator- 
ship.of place in-a-more. profound way, too. In the 
past, one of the biggest disadvantages of being born 
in the poor world was that you were isolated from 
modem communications—and hence locked into 
the local economy. But mobile phones are great lev- 
ellers, spreading the latest tools of communication 
to areas where traditional phone companies could 
not reach. The phone ladies of Bangladesh are going 
around with mobile phones that would turn heads 
in Hollywood restaurants, and enabling their cus- 
tomers to plug themselves into the global economy. 

Yet even as it connects its users with the wider 
world, wireless also enables them to get the most out 
of their local neighbourhood. The young profession- 
als who consult their mobiles every few minutes in 
Hong Kong shopping malls are more likely to be 
checking on a special offer in the local Benetton 
store than to be calling New York. In a year or so, 
British businessmen visiting Singapore will expect to 
be able to use their mobiles not only to keepin touch 
with the rest of the world, but also to find out where 
to get the best deal on anything from digital cameras 
to dinner. 


Wireless is tireless 


This paradoxical nature of mobile phones—that 
they are capable of both transcending and enhanc- 
ing location—will shape the future development of 
the wireless industry. Everywhere companies are 
trying to provide global service. The big phone com- 
panies are producing handsets that can switch auto- 
matically between different technologies, whereas 
the rru is struggling hard to harmonise global stan- 
dards. The collapse of Iridium may have been one of 
the more spectacular corporate cock-ups of the past 
decade, but the vision that originally inspired the 
consortium—-providing the means for people to stay 
in contact wherever they went—is ever closer to be- 
ing realised. 

Alongside the global giants that are emerging to 
take advantage of these new opportunities, a pleth- 
ora of start-ups will appear to provide content and 
services for the new smart phones. Applications de- 
velopers will create programs for people on the go. 
Content providers will tailor their information to 
the peculiarities of the wireless world. And entirely 
new categories of business will spring up: content 
repackagers that reformat data for handheld micro- 
browsers, and data synchronisers that make it easy 
to exchange data between handheld devices, desk- 
top computers and the central server at the office. 
Above all, local companies will provide a wealth of 
local information. 

It will have taken the mobile industry only 20 
years to move from zero to 1 billion subscribers—a 
feat that will have taken the fixed-line industry 

more than a century. Now mobile devices 

are about to mutate in all sorts of exciting 
ways, turning into anything from Internet ac- 
cess devices to electronic wallets to tourist 
guides. The recent mantra of the techno-savvy — 
being wired—is about to change to being wireless. 
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BRITAIN 





Carnage at Paddington 





This week’s train crash near one of London’s busiest mainline stations has 
reawakened fears about the safety of Britain’s railways 


ARROW. Lewisham. Hither Green. Ea- 
ling. Watford. Clapham. Southall. And 
now Paddington. In the past 40-odd years, 
several hundred people have died in train 
crashes on the approaches to London. On 
October sth, a horrific collision just outside 
Paddington station, on one of the most con- 
gested sections of Britain’s rail network, 
killed at least 70 people, making it the worst 
crash for 42 years. Another 150 were injured, 
The Paddington crash has come in the 
midst of a public inquiry into an accident 
two years ago at Southall, on the same stretch 
of line, which claimed seven lives and in- 
jured 150. Quite rightly, this week’s calamity 
has revived questions about the safety of 
Britain’s railways. Southall apart, large-scale 
train crashes had been fading from many 
Britons’ memories (see chart). Yet Britain’s re- 
cord, compared with that of other European 
countries, scarcely left room for complacen- 
cy, even before Southall and Paddington. 
The country’s rate of rail-passenger deaths 
between 1986 and 1996 was three times those 
for Italy, Belgium, Spain and Sweden, and 
higher than the European Union average. 
And, British commuters may wonder, 
how is it that two such terrible accidents can 
occur on the same stretch of London track in 
such short order, while in Japan not a single 
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passenger has been killed on any express 
line since the 1zomph (270kph) shinkansen 
began operating in 1964? The answer is be- 
cause the Japanese have automatic safety 
systems and their bullet trains run on dedi- 
cated, intensively maintained track to which 
they alone have access. 

Dedicated track does not rule out crash- 
es altogether: an accident on just such a track 
in Germany last year killed 101. And Japan 
has suffered hundreds of deaths on non-ex- 
press lines. That said, Britain’s mixed rail- 
way, in which high-speed expresses have to 
share the same track with freight and local 
trains, does create risks. Safety rests on a 
complex system of signals that tell drivers 
when they can proceed. 

A few trains are fitted with automatic 
train protection systems (arp), which apply 
the brakes if the engine passes a red signal or 
drivers ignore speed restrictions. Of the two 
trains involved in this week’s smash, one, an 
inter-city express run by First Great Western, 
was fitted with such a fail-safe system. But 
the other locomotive, pulling a three-coach 
commuter train run by Thames Trains, was 
not. After a crash at Clapham in 1988 in 
which 35 people died, an official inquiry rec- 
ommended that all trains should be fitted 
with atr. But that idea was shelved on the 


ground that its £1 billion ($1.65 billion) cost 
was excessive. This summer John Prescott, 
the deputy prime minister and transport sec- 
retary, announced that a cheaper system 
would be fitted. It would cover only a third of 
the network, and would not stop trains that 
were travelling at more than 6omph. Now 
ATP is back on the agenda. Mr Prescott says 
that £1 billion is “not a big consideration”. 
The rail industry, he says, can find the mon- 
ey. But train operators can be expected to 
take a different view. 


What happened? 

This Tuesday’s accident took place shortly 
after 8.10am. The Thames train had just left 
Paddington on a minor “down” line bound 
for Bedwyn in Wiltshire. To get to a faster 
down line, it first had to cross over the fast 
“up” line on which the Great Western ex- 
press was approaching Paddington. It was 
part way through this manoeuvre when it 
was hit head-on by the express. The impact 
pushed the locomotive of the express 50 
yards (46 metres) down the track, rupturing 
diesel tanks on both trains. A first-class car- 
riage immediately behind the express’s loco- 
motive was engulfed in fire. The Thames 
train’s leading carriage was demolished. 
Many passengers were trapped by locked 
doors and could not escape the flames. Both 
drivers perished. 

The cause of the accident has not been 
established, but investigations are concen- 
trating on the Thames train which seems to 
have run through a red stop signal. Railtrack, 
the company responsible for maintaining 
signals and track, has said that the signals 
were “in full working order” and that the ex- 
press was “authorised to proceed.” Investi- 
gators’ interim findings are expected to be re- 
leased on October 8th. 

Mostrail accidents are caused by human 
error. Drivers frequently fail to see red warn- 














ing signals, the command for an immediate 
and obligatory stop. The number of signals 
passed at danger (spans, as they are known 
in the industry) increased by 8% last year to 
643. Each one of these incidentsis potentially 
a fatal accident in the making. At Southall in 
1997, the driver of a Great Western express 
failed to halt at a red light and ploughed into 
the back of a stationary freight train. In that 
case, the train was fitted with both arr anda 
back-up audible warning system, but nei- 
ther was working, The driver has admitted 
that he momentarily took his eyes off the 
track as he packed his bag. This year, Great 
Western was fined £1.5m by the High Court 
after the judge said that it had failed to meet 
the standards of care that its passengers were 
entitled to expect. 

The reason why drivers fail to respond to 
red lights is not fully understood. The signal 
controlling the crossing of this week’s tragic 
accident, called sn109, has been the subject 
of no fewer than eight inquiries over the past 









six years in which red lights have been ig- 
nored. Six of these failures to stop have in- 
volved Thames trains. In another incident 
involving the same signal last year, a Great 
Western express only narrowly avoided col- 
lision with a train bound for Heathrow air- 
port. The train drivers’ union, aster, blames 
the siting of sn109, which it claims makes it 
hard for drivers to see it as they come out of 
Paddington. Another possible factor in this 
week’s crash is that the driver of the Thames 
train had been qualified for only two 
months, having had less than a year’s train- 
ing. However, ASLEeF’s general secretary, 
Mick Rix, is adamant that his members are 
not to blame. He said on the day after the 
crash that his union would hold a ballot on 
strike action if the rail companies failed to re- 
spond within seven days todemands for im- 
proved safety measures, including the need 
tofit arp toall trains. 

Rail unions have also complained that 
privatisation has led train operators to take 















short cuts. Railtrack has been criticised for 
the track quality on many parts of the net- 
work. The number of broken rails, a poten- 
tial cause of derailment, increased from 801 
in 1997 to. 973 in 1998, a rise of over one-fifth. 

But the House of Commons select com- 
mittee on transport, in a report published 
last year, concluded that on most indicators 
the railways were if anything gradually be- 
coming safer. Vic Coleman, chief railway in- 
spector for the Health and Safety Executive, 
a government watchdog, also says that there 
is no evidence that the railways are any less 
safe than they were before privatisation. His 
latest report points out that many key safety 
indicators are improving. 

Maybe so. But this week’s tragedy is a 
huge setback to the railway industry’s repu- 
tation. After Paddington and Southall, Brit- 
ish rail travellers—especially those who 
commute in and out of Paddington each 
day—will need to be convinced that safety is 
seen as a top priority. 





The Conservatives 


William Hague’s battle plan 


BLACKPOOL 


The Conservative leader used his party’s conference this week to outline his 


strategy for the next general election 


N DEMOCRACIES, opposition parties 

face a choice. They can keep their plans 
vague and rely on the government to make 
itself unpopular. Or they can publicise their 
policies and risk their ideas being stolen or 
debunked by the government. In opposi- 
tion, Labour chose the first option. This 
week, William Hague, the Tory leader, chose 
the second. On October 4th, he highlighted 
his election themes in a document oxymo- 
ronically entitled “The Commonsense Revo- 
lution.” Then, in his main conference speech 
on October 7th, he picked up the gauntlet 
thrown down by Tony Blair’s attack on the 
Tories at Labour's conference last week, and 
proclaimed himself the champion of “the 
forces of Conservatism”. 
Mr Hague’s strategy was inspired by 
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Mike Harris, who launched Ontario's Pro- 
gressive Conservative Party to victory using 
the slogan now copied by the Tories. The 
aim, say Tory strategists, is to call the prime 
minister’s bluff. In their eyes, Mr Blair won 
the 1997 general election by posing as a Con- 
servative with a friendly face, and he still 
uses Toryish rhetoric. Since then, they argue, 
his policies have led to higher taxes, more 
bureaucracy and indifferent public services. 
So the Tories want to reclaim the clothes the 
prime minister has stolen by proposing poli- 
cies which aim toachieve the goals to which, 
they say, he pays only lip-service. If Mr Blair 
attacks them, as he has started to do, the To- 
ries hope to win back lost vot- 
ers. Yet it will be hard for him 
to copy them without los- 
ing votes from Labour's tra- 
J ditional supporters. 

js The policies in “The 
Commonsense Revolution” 
are drawn from the Conserva- 
tives’ “Listening to Britain” exercise, 
a country-wide consultation with 
40,000 people at over 1,400 meetings. The 
theme is a renewal of faith in politics, cutting 
the number of politicians, and the amount 
of red tape, to bring government closer to 
people. At its heart are five “guarantees”, 
echoing the five pledges made by Labour be- 
fore the last election, but which the Tories 

claim the government is now breaking. 
The Tories’ boldest guarantee is their 





promise to cut taxes as a share of national in- 
come in the course of a parliament. The Con- 
servative Party’s research suggests that vot- 
ers trust politicians least on tax, and Tory 
spokesmen have been claiming that Labour 
has metits promise to freeze income tax rates 
only by introducing hard-to-spot “stealth 
taxes” which will cumulatively bring in an 
extra £40 billion ($66 billion) during this par- 
liament. Certainly, the tax burden under this 
government has been rising, although much 
of this increase was projected by the Tories 
when they were in office. 

But even if the Tories are right that La- 
bour has been raising taxes, is it credible for 
them to claim to cut them? Forecasting tax as 
a percentage of cpr is far from easy. When 
the economy is booming, the tax take tends 
to rise faster than national income. In reces- 
sions, this mechanism goes into reverse. 

Tory spokesmen hinted this week at 
how they might achieve their guarantee. 
They promised a hard line on public spend- 
ing, with a tougher regime for the able-bod- 
ied unemployed, a crackdown on benefit 
fraud, and the abolition of regional develop- 
ment authorities. They talked of a balanced 
budget law, to curb government borrowing 
over a parliament, rather than over the 
“economic cycle”, as Labour promises. And 
they muttered about establishing a new gov- 
ernment fund, in which boom-time reve- 
nues can be saved for spending in a reces- 
sion, without the need to raise taxes. 

Privately, the Tories admit that the policy 
is still short of detail. In part, they say, this is 
because they are saving the details for sepa- 
rate announcements, lest they be lost in the 
brouhaha of conference week. But in any 
case, this is a subject on which they welcome 
controversy. Ontario’s Mr Harris, they point 
out, was widely disbelieved in his tax-cut- 
ting promises, but the media attention en- 
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sured that they became the issue of the cam- 
paign. The Tories would be delighted if 
tax-cutting became the issue on which the 
next general-election campaign is fought. 

The second guarantee concerns Europe. 
The “sterling guarantee” simply repeats the 
line agreed at last year’s conference: that a 
Conservative government would not join 
the single currency in the next parliament. 
Separately, however, the party re-empha- 
sised its Euroscepticism by proposing that 
member states should be able to opt out of 
any new European legislation. And the ruc- 
tions within the party over Europe raged on, 
with Margaret Thatcher and Michael Hesel- 
tine to the fore for the Eurosceptics and Euro- 
philes respectively (see Bagehot, page 72). 

Another two guarantees seek to profit 
from voters’ dissatisfaction with the govern- 
ment’s record on public services. In educa- 
tion, the Tories’ “parents’ guarantee” would 
shift power from local education authori- 
ties, many of which are Labour-controlled, 
to pupils’ parents. If enough parents were 
dissatisfied with their school’s performance, 
they could force a special inspection with 
powers to sack the head teacher. 

Even more radical are the Tory plans for 
health. Labour pledged to cut hospital wait- 
ing lists, but has struggled to achieve this. The 
Tories want to shift the emphasis away from 
the number of people waiting and instead 
target the amount of time they have to wait. 
They want doctors to help them set appro- 
priate waiting times for different treatments. 

The “patient's guarantee” has its risks. 
First, setting appropriate waiting times for 
treatments cannot simply be an objective 
clinical judgment. The urgency with which 
someone needs a hip replacement, forexam- 
ple, will vary from patient to patient. And 
cutting waiting times for some operations 
will mean longer waiting times for others. 
This prioritisation may be sensible, butit car- 
ries political risks. So too does the plan to 
supplement the resources of the cherished 
National Health Service by bringing in pri- 
vate doctors to carry out emergency opera- 
tions. But the Tories hope that voters will pre- 
fer a party that focuses public and private 
resources on tackling the most urgent prob- 
lems to one with a dogmatic attachment to 
public-sector delivery. 

The fifth guarantee covers welfare. Party 
spokesmen fear that the government is get- 
ting the credit for talking tough without act- 
ing tough. Jobless people, they point out, lose 
at most 40% of their benefit even after re- 
peatedly failing to look for work. Instead, the 
Tories plan to stop benefits altogether for 
people unemployed more than eight weeks 
who refuse a job offer. If Labour steals this 
plan, think the Conservatives, it will alienate 
its own supporters; if it does not, it will have 
less appeal to Tory voters. 

There is one guarantee the Tories cannot 
make: that their new policies will win them 
votes, After all, the “Commonsense Revolu- 
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tion” is by no means Mr Hague’s first big ini- 


tiative since becoming leader. He has re- 
structured his party, replaced his shadow 
cabinet, and established a firm line on Eu- 
rope, but remains consistently stuck below 
30% in the opinion polls. His new strategy 
leaves many gaps to be filled in, and is riskily 


BRITAIN 


radical, But taking risks may be his only 
chance. “If we coast, we lose,” one of his 
aides admitted this week. The generally pos- 
itive mood amongst delegates at this week’s 
conference suggest that his party, at least, 
thinks the risks are worth taking. 





: Look back in anger 


| CO YOU thought that the Conservative 
Party conference wasa serious political 
affair where earnest activists mapped out 
the party’s future? Oh no. It is a marketing 
tool for publishers flogging the latest polit- 
ical memoirs, Last year it was Sir Edward 
Heath’s turn. And in the background at 
| Blackpool this week has been the sound 
| of John Major and Norman Lamont, Mr 
Major’s chancellor during the sterling cri- 
sis of 1992, settling old scores. Mr Major's 
book (“John Major: The Autobiography”; 
HarperCollins, £25) and Lord Lamont’s 
(“In Office”; Little, Brown, £20) both come 
out on October uth. 
| Publishing political memoirs at con- 
ference time guarantees headlines, but 
does this cheap publicity translate into 
book sales? Mr Major was paid in the re- 
gion of £400,000 ($660,000) for his autobi- 
| ography, but can a publisher expect to re- 
coup that amount of money, even for the 
recollections of a former prime minister? 
| The trouble is that in the past few 
| years too many politicians, mainly Tories, 
| have written too many bad books, from 
which publishers have made little money. 
It was not always so. Readers can stomach 
| self-serving stuff, if it is written well. (Sir 
| Winston Churchill said of one of his 
| books: “This is not history, this is my 
case.”) Nor are they interested only in 
what prime ministers have to say: the 
autobiography of Denis Healey, a Labour 
chancellor and defence secretary, “The 
Time of My Life” (Michael Joseph, 1989), 
| gold 70,000 copies. 
Many have tried to follow Lord Hea- 
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ley’s success. But in the mad scrambledur- | 
ing the early 1990s to sign up every former 
Conservative minister going, publishers 
tended to overlook the fact that Lord Hea- 
ley’s book was actually well written. In a 
completely unscientific poll of agents and 
publishers, conducted by The Economist 
this week, there was unanimous agree- 
ment that the nadir was Sir Norman Fow- 
ler’s “Ministers Decide” (Orion, 1991). This 
is said to have sold a pitiful 3,000 copies. 

Asso often, Margaret Thatcher was an 
exception. Her publisher has now made 
enough from her two volumes of memoirs 
to recoup her £2m advance. But then she 
has been the only British politician with 
international appeal, topping the bestsell- 
er lists in America and France. Thatch- 
erites will be cheered to hear that Sir Ed- 
ward was paid a mere £350,000, and that 
his book is not selling as well. 

If publishers do not stand to make 
much money out of memoirs, why do 
they persist? In a word, vanity. They imag- 
ine that ministerial memoirs add a certain 
lustre to their lists. And the controversy 
surrounding publication does give them 
an intoxicating taste of power. 

But publishers now claim to have 
learnt from past mistakes. Some in the 
publishing world say that Lord Lamont 
was lucky to find a publisher at all. There 
will be no more Fowlers, they say. Really? 
Then what explains the publication this 
week of David Trippier’s “Lend Me Your 
Ears” (Memoir Club, £18.95)? Mr Trippier, 
you will probably not recall, was a junior 
minister in Mr Major’s government. 


























A stirring in the attic 


Te the pity he inspires that makes you feelin your deepest heart 
that William Hague will never be prime minister. Watching the 
luckless travails of the Tory leader at his party’s annual conference 
this week, Bagehot had a feeling that he had seen all this some- 
where before: a fine man, with many qualities, doomed somehow 
tounhappiness. And then it fell into place. Mr Hague is Mr Roches- 
ter. The Conservative Party is the Thornfield Hall of “Jane Eyre”. 
And locked up in the attic is a mad woman whocan be relied on to 
spoil things on all of Mr Hague’s big days. 

So it was in Blackpool. Mr Hague may not be, like Charlotte 
Bronte’s creation, a Byronic hero of grim aspect and sardonic tem- 
per. But he has worked methodically to restore the wreck of a party 
which he inherited from John Ma- 
jor. First he restored its finances, 
even though this required making 
Michael Ashcroft, a shadowy figure 
with lucrative business in the West 
Indies, the party’s treasurer. Then, 
before last year’s conference, he pa- 
pered over the cracks on Europe 
which, if left untended, threatened 
to bring the whole Tory house 
crashing down. This was to be the 
year of furniture: in Blackpool, Mr 
Hague installed the policy ideas de- 
signed after an uncomfortable year 
spent “Listening to Britain”. 

So what went wrong? In brief: 
Margaret Thatcher’s refusal to stay 
silent in the attic. She got out last 
year, too. But at that conference, in 
Bournemouth, party managers had 
at least forced her to sit in an arm- 
chair on the platform alongside her 
unforgiving predecessor, Sir Ed- 
ward Heath. This brilliant ruse re- 
sulted in both former prime minis- 
ters avoiding each other’s gaze and 
keeping their mouths clenched 
shut. This year, alas, she was deter- 
mined to have her say. 

It was unfortunate enough for 
Mr Hague that she wanted to speak 
in defence of Augusto Pinochet. Although Britain’s arrest of the for- 
mer dictator was controversial, not all voters share Lady Thatch- 
er’s view that the help Chile gave Britain during the Falklands war 
of 1982 should let a torturer go unpunished. But although this was 
embarrassing, it was not calamitous: it was a muffled wail, as it 
were, that the master of Thornfield Hall could pretend not to hear. 
Much worse were the sentiments on Europe which Lady Thatcher 
blurted out in the presence of an appalled Mr Hague. In her life- 
time, she announced, all of Britain’s problems had come from Eu- 
rope, and all the solutions from the English-speaking nations 
across the world. 

This was impossible to ignore. It was the equivalent, if not of 
burning Thornfield Hall to the ground, then at least of ripping 
down the paper which Mr Hague had spent a year laying over its 
most jagged cracks. 

Mr Hague’s men rushed for fresh paper and glue. Lady Thatch- 
er, they explained afterwards, is sometimes prone to shoot from 












world wars. But this hardly makes what she had to say more palat- 
able. Nobody will believe that she was reflecting in abstract philo- 
sophical terms on the century’s history. Her utterances would in- 
deed be mad if they had not been made in the context of the 
present debate in the Conservative Party about relations with the 
European Union. And by conflating a decision on the euro with 
Britain's war history, she is coming dangerously close to expressing 
the very views for which in 1990 she was forced to sack the late 
Nicholas Ridley when, in an unguarded interview as trade and in- 
dustry secretary, he called the European Monetary System a Ger- 
man plot to dominate Europe. 

So here we are again feeling pity for Mr Hague. He had worked 
so hard. Too clever to think he could 
find a permanent fix for his party’s 
euro-divisions, he had come near 
by ruling out membership of the 
single currency at least until the end 
of the next parliament. He knew 
that his party’s best-known euro- 
philes, such as Kenneth Clarke and 
Michael Heseltine, would insist on 
joining Tony Blair in the “Britain in 
Europe” campaign when it is 
launched later this month. But he 
had managed to push them to the 
margins of the party without driv- 
ing them out. And he seemed to 
have seen off the wing of his party 
that wants to withdraw from the £u 
altogether by inventing the bril- 
liant—albeit question-raising—slo- 
gan “In Europe, not run by Europe”. 
After the Tories’ successes in June’s 
elections for the European Parlia- 

. ment,one Labour minister said that 
the Labour Party should have 
grabbed the slogan for itself. 

Now Lady Thatcher’s eruption 
in Blackpool this week has left 
much of this careful work in shreds. 
She has marched directly into the 
trap which Mr Blair laid last week 
when he used his own conference 

to paint the Tories as extremists—on Europe and much else. Many 
voters will now be tempted to construe the Conservatives’ reason- 
able doubts about the single currency not as a matter of prudent 
economics (the gloss which Mr Hague hoped to put on things with 
his new “sterling guarantee”), but as an atavistic distrust of every- 
thing that originates on the wrong side of the English Channel. 
And—because of the adulation with which she was received—she 
has heartened those who claim to want to “renegotiate” relations 
with the eu but whose real intention is to withdraw. 

Poor Mr Hague has been unlucky. But successful politicians 
make their own luck. He is the second master of Thornfield Hall 
who has pretended not to hear the scrapings and wailings from 
above. John Major, the first one, is now an ex-prime minister trying 
tosettle scores from beyond the political grave by being rude about 
Lady Thatcher in his memoirs. Mr Hague, smiling at her side, has 
not yet plucked up the courage to free himself from her baleful in- 
fluence. She had her long moment of greatness. But he will never be 
prime minister, let alone a Byronic hero of grim aspect and sardon- 
ic humour, until he rushes upstairs with an axe. 
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Advertising that Clicks 





On the Internet, brand-building is out and straight selling is in. But the selling 
will work only if consumers can share the spoils 


IKE almost everyone else, advertisers are 
logging on. Advertising spending on the 
Internet will rise from $3.3 billion in 1999 to 
$33 billion by 2004, roughly 8% of all adver- 
tising, according to predictions by Forrester 
Research, a high-tech consultancy. A third of 
this will be spent outside North America, 
compared with 15% today. Whereas televi- 
sion audiences are falling, the popularity of 
the web is rising rapidly. Three years from 
now, as many as 250m people may well be 
online around the world. 

Yet, although marketers are waking up to 
the importance of the web as a new advertis- 
ing medium, few know how to make the 
best use of it. Most still “spray and pray”, 
throwing money at the web in the hope of 
reaching a mass-audience and building a 
brand, just as they did once before in the 
broadcast world. 

But this is to ignore the Internet’s most 
potent quality: that it is interactive, letting 
consumers and marketers talk direct to each 
other in real time. Advertisers can discover 
what someone browsing on the Internet is 
looking at and, by analysing such behaviour, 
what their real interests might be. They can 
instantly put forward a custom-made offer. 
Wenda Harris Millard, of DoubleClick, an 
Internet-advertising network, describes the 
Internet's potential for one-to-one marketing 
ona huge scale as “stunning”. 

The Internet may also instantly reveal 
whether an advertisement is working. Al- 
though this idea terrifies some agencies, For- 
rester’s Jim Nail says that advertisers are ea- 
ger to measure something that has in 
traditional marketing been largely guess- 
work. For the first time, advertisers are think- 
ing of holding agencies to targets such as a re- 
turn on investment. 

If advertisers can send the right adver- 
tisements to the right people, they should 


THE ECONOMIST OCTOBER 9TH 1999 


save money. And conclusions from Intenet 
advertising can affect the old world too. Hav- 
ing advertised in Condé Nast’s leisure maga- 
zines, General Motors was surprised to find 
that advertisements in their online versions 
generated few responses, raising questions 
aboutits print campaign. 

The combination of interactivity and 
precision makes the Internet ideally suited to 
the hard sell. As selling comes toovershadow 
brand-promotion, advertisers will build ties 
to websites on which they appear, reducing 
the need for middlemen, such as Internet 
media-buyers or creative web agencies. At 
the same time, money will find its way into 
the pockets of customers, to persuade them 
to look at advertisements, visit websites and 
part with personal details. As a result of all 
this, say enthusiasts, advertising will come to 
bear no resemblance to that of today. 


Brand new 


At present, however, Internet marketing is a 
farcry from any such ideal. Faced witha new 
medium, most advertisers have simply done 
what they always did on old media. 

Internet advertisers use a number of 
techniques (see box on next page). Initially, 
“click-through” rates (crr) on banners were 
high, as users took to the web. “It was like be- 
ing able to drive for the first time,” says GM 
O'Connell, chief executive of Modem Me- 
dia.Poppe Tyson, an Internet marketing- 
group. “People wanted to go everywhere.” 
As the novelty has wom off,ctRs have drop- 
ped toas little as 0.3-5% of the times a banner 
is displayed. Susan Bratton, a vice-president 
at Excite@Home, a web portal, complains 
that the worst advertisements are “endlessly 
looping, strobing, cheesy banners that ob- 
noxiously scream out a free offer. There are 
lots of those out there.” 

As people have got used to the Internet, 
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they have trained themselves not to look at 
banners, although they are more interested 
than ever in content. Some of the most effec- 
tive advertisements are such examples as 
links in book reviews to the website of Ama- 
zon. People are also starting to use the In- 
ternet with more purpose. Lester Wunder- 
man, chairman emeritus of Wunderman 
Cato Johnson, a direct-marketing company, 
who is on the board of several Internet mar- 
keters, believes that people no longer browse 
the web as they did in the early 
days. Irrelevant and distracting 
advertisements now seem a nui- 
sance. A recent survey by Forres- 
ter showed that nearly 90% of In- 
ternet veterans (people who have 
been on the web for 42 months) 
were “unlikely” toclick on banners when us- 
ing chat-rooms or playing games. Only 1% 
were “extremely likely” to respond. 
“Rich-media technology” has given ban- 
` ners.and branding a new lease of life on the 
Internet. Lateral, a London-based creative 
web agency, gets Flat Eric, a character from 
Levi’s television advertising, to swim, para- 
chute or bungee-jump around people’s 
screens. Jon Bains, chairman of Lateral, says 
the point is to build the brand by breaking 
rules and creating a reputation (Flat Eric has 








several unofficial fan sites dedicated to him). 


Mr Bains’s definition of fun includes deliber- 
ately crashing websites, scrambling words 
on a page and, with Boddington’s, a brewer 
in northern England, featuring an onanistic 
bovine called Graham who produces the 
“cream of Manchester”. 

Yet novelty on the web is easily imitated 
and soon wears off. Most marketers willcon- 
tinue to rely on offline media to build their 
brands. 1M, the second-biggest advertiser 
on the Internet in 1998, says that 
those who think the web is for 
building brands are “kidding 
themselves”. Internet firms, espe- 
cially, have found that branding 
needs co-ordinated on- and off- 
line campaigns. Whereas Internet 
firms are increasing their online advertising 
budgets only modestly, their spending on 
television, print and billboards is up by al- 
most 300% in the first five months of this 
year, to $755m. New brands need to be pro- 
moted where most of the people are: offline. 

Meanwhile, marketers are realising that 
Internet advertising is not really advertising 
at all, but rather direct selling. This points to- 
wards what Modem’s Mr O'Connell calls 
“deconstructing the website”. Instead of try- 
ing to lure users to their website, marketers 






are taking the rele- 
vant bits of their site 
and putting them in a 
rich-media banner or 
an e-mail sent direct to consumers. The ban- 
ner and the e-mail are, in effect, the door-to- 
door salesman of tomorrow. 

Take Toyota’s banners for the Lexus lim- 
ousine. Users can see video clips and views 
of different models, get a brochure, and find 
a nearby dealer, without visiting Toyota’s 
website. Similarly Sony Pictures is promoting 
a new film, “Muppets from Space”, using a 
banner that allows users to download a free 
Muppets screensaver, shows previews, and 
offers a game, all within the banner. 

If advertisers will supply something of 
value, consumers may give up not just their 
time, but also the personal details that mar- 
keters crave. John Hancock, an American in- 
surer, provides a banner that calculates 
what you need to save to put a child through 
different kinds of universities. New sweep- 
stake companies, such as Webstakes.com 
and MyPoints.com, entice consumers with 
free prizes and special offers. In return for 
registering with cBs.sportsline.com, for ex- 
ample, users have a chance to win a signed 
Reebok shoe belonging to Shaquille O'Neal, 
a basketball star. Before you know it, adver- 
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Revert 
Netymology 
IKE much else on the Internet, online ad- 
vertising is full of jargon. Here is a guide: 
e Banners are the inch-high straps found 
at the top ofa web page. They are the work- 
horse of Internet advertising, accounting 
for some 60% (including buttons, see be- 
low) of all online advertisements, accord- 
ing to 14B/PricewaterhouseCoopers. Ban- 
ners usually carry a company name, a 
message and an enticement to click. They 
can be static or animated, but they are not 
interactive, and they carry you to another 
| website if you click on them. Although 
banners remain the most popular form of 
web advertising, they are the least likely to 
elicit a response (see chart). 
¢ Permanent buttons are smaller than 
banners and are enduring features of a site. 
They can also sit close to relevant content; 
and response rates can reach 15%. For ex- 
ample, E*Trade, an online broker, can put 
its button next to a share tip on a financial 
site. However, most buttons are not inter- 
active and, like banners, take you away 
from the website if you click on them. 
¢Interstitials are advertisements that 
pop up on their own page in between con- 
tent pages. For the most part, users cannot 
click on them. Although they offer features 
such as video and audio, they have fallen 
from favour because they are so big that 
they can take as long as two minutes to 





download, irritating users. 
 Superstitials are new, improved inter- 
stitials that download “politely” in the 
browser's short-term memory so that they 
do not interrupt users. Richard Hopple, 
chief executive of Unistat, which launched 
the technology this year, thinks supersti- 
tials can match the quality of television for 
brand-building advertising on the Internet. 
* Rich-media expanding banners use 
technology such as Flash, Enliven, Shock- 
wave and Java to combine video, audio, 
animation and photographs and let the 
viewer click on them without leaving the 
original web page. They take live website 
information directly to the viewer, allow- 
ing him to shop, register for information 
and interact, without ever leaving the origi- 
nal site. However, websites dislike them 
because they cover content, take time to 
download and, at worst, can crash the site. 
e E-mailis one of the cheapest, most effec- 
tive marketing methods on the Internet, 
with response rates of between 5% and 25%. 
And yet e-mail represents only 1% of on- 
line-advertising revenue. Like rich-media 
banners, e-mails bring an offer or product 
information direct to consumers. The 
problem is to avoid spam and clutter. 

e Prizes and cash. Users enter sweep- 
stakes to win prizes, get discounts or, in- 
creasingly, cash in exchange for telling a 

















marketer who they are, ie, registering. Al- 
though Internet software can track move- 
menton the web, it cannot get personal in- 
formation such as addresses and age. 
e Affiliate deals split an advertiser’s rev- 
enue with the site in exchange for free ad- 
vertising. Forrester estimates that, by 2004, 
half of all online advertising revenue will 
be based on performance. Sponsorships or 
co-branded deals usually involve payment | 
up-front whether or not there is a sale. | 
Such deals often deploy the gamut of | 
Internet-advertising techniques. Procter & | 
Gamble and Yahoo! have united to market 
pac’s Pringles crisps, Pepto-Bismol medi- 
cine and Pampers nappies. They are using 
banners and e-mails to bring traffic to the 
site and sweepstakes to get users to register. 











76 


THE ECONOMIST. OCTOBER YTH 1999 


Long-term performance: 


$ 


www.ubs.com/privatebanking 


s stay the same. So vou need 
tern perspective. Fol OVel 


f4 IA 


he 0L Ue WOT S 





argest fund 


now and in the future. 


Private Banking is K 





out you 


x af Ñ 
> 
À P 
"a 
bi 
Pi d 
r 
a&i 
ON 
Pa 
e ` 
"SS TAE D 
<w] ° 


It turns out 





Who insures 





Y.. turned a failing factory into a booming business. You made promises to the 
community and to your shareholders. And you kept them, Then the government declared 
your property a hazardous waste site. You didn’t dump the chemicals. But now you own the 
factory, so you own the problem. 

This is the real world companies live in. And if your company is not properly covered, 
the world becomes an ugly place. 

How can AIG help? By doing things others can’t. By taking what you've always 


thought about insurance and turning that notion on its head. 





Take our Environmental coverage. Environmental laws vary country by country, state 
by state. Which means a detailed understanding of local regulations is essential. The AIG 
Companies have the largest global network of offices with underwriting authority for 
environmental risks. This enables us to provide the type of innovative first-to-market products 
that often redefine the industry—products like Cleanup Cost Cap and Pollution Legal 
Liability Select? Products that help turn unforeseen disasters into manageable situations. 

We've built our reputation on fulfilling promises. And because that reputation 
is solidly backed by Triple-A~rated financial strength, you can rest assured that the AIG 
Companies will be there for you. 

So no matter what the risk, no matter where the risk, the AIG Companies have the 
resources and experience to custom-tailor a policy that helps protect you from the unexpected. 

Call your broker or e-mail us directly at AIGEnvironmental@aig.com. 


What’s the worst that could happen? That’s what we think about every day. 
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and posting them on our web sites, with updated reports every hour 
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tising has turned into selling. ao 

Yet the websites suffer from the inex- 
haustible space on the Internet—which, as 
far as advertising rates go, is a terrible feature 
of cyberspace. A new site for motorcycle en- 
thusiasts can theoretically accommodate 
nearly 3,000 advertisements a day on its roll- 
ing banner. But there are not 
enough motorcycle-related ad- 
vertisers available. Hence, visi- 
tors will see lots of advertising 
that is of little interest to them. 
Little wonder that online rates, 
as measured by “crms’” orcost per thousand 
impressions, are falling (see chart). 

Such difficulties are exacerbated by the 
gap between theory and reality in defining 
target audiences. Marketers need to under- 
stand not only a consumer's browsing and 
shopping habits, which computer technol- 
ogy can track, but also such simple personal 
details as age, income and address, which it 
cannot. This explains the Internet firms’ cur- 
rent interest in boring old direct marketing, 
which is based on collecting names and ad- 
dresses, postcodes and credit histories. In 
June, for instance, DoubleClick bought Aba- 
cus Direct, which collects lists of people who 
shop from catalogues and is as old-fash- 
ioned as direct marketing gets. 

Some websites instead try to obtain per- 
sonal information by allying themselves 
with consumers. “Prizes” range from $75 for 
opening an E*Trade account to 25 cents for 
registering at the website of a news service. 
Registered users who log on to Cybergold’s 
home page can get $3 in cash simply for re- 
questing a quote from Autobytel, a car deal- 
er. Nat Goldhaber, Cybergold’s chief execu- 
tive, says consumers understand that 
advertisers subsidise content. “We make that 
contract explicit. If you are really going to pay 
attention to my message, I will pay you a real 
cash reward. You can then use that cash to 
buy your own content”—which Cybergold 
strives to ensure comes from its own site. 

AllAdvantage, meanwhile, pays people 
for advertisements they do not even have to 
look at. You get 50 cents an hour for the first 
25 hours, just for turning on a small advertis- 
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ing “viewbar’’ at the bottom of the screen. 
Like a chain letter, members also get paid 
smaller amounts for every hour watched by 
someone they recruit, and a cut from their 
recruits in turn, for up to four links in the 
chain. The company has found 2m people in 
four months, including 18 in the Vatican. The 
company can afford to pay 
cash because it is able to ap- 
proach marketers directly. Ad- 
vertisers get valuable informa- 
tion, because the viewbar’s 
software follows a user around 
the web. This data is then correlated with de- 
mographic information, which members re- 
veal so as tocollect their cheques. 

All this shows that advertisers on the In- 
ternet can no longer rely on their brand to 
lure consumers. They must use the new me- 
dium’s strengths to turn branding into direct 
sales. To do so, they need good, up-to-date 
information about consumers’ habits and 
tastes. Some of this the Internet can deliver as 
no other medium has ever done. But, with 
users reluctant to give details, they are having 
to pay for the rest. This points to a shift from 
traditional advertisers, direct marketers and 
media groups towards consumers them- 
selves. Individuals will ultimately come to 
see their personal data as an asset, which 
they can sell and resell to the marketers that 
serve them best. At least then advertising will 
be a more honest transaction. 
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Radio 


McDonald's of 
the airwaves 


OLLYWOOD saw it first: in the 1988 film 
“Working Girl”, Melanie Griffith, a 
humble secretary, proves her potential in an 
M&A firm by spotting that radio could be 
hot. Wall Street came to agree with her, and a 
consolidation started that has culminated in 
the biggest-ever radio merger. On October 
4th Clear Channel, the owner of the largest 
number of radio stations in America, an- 
nounced that it was to buy ame, the sec- 
ond-largest company, to create a chain of 835 
stations. But now some suspect that radio is 
not hot after all—rather, it is overheated. 
Consolidation started in the late 1980s, 
and liberalisation in 1996 accelerated the 
process. Since then, there has been a rush of 
mergers. At the beginning of 1996 nobody 
owned more than 40 stations. Now each of 
the top five companies owns more than 100, 
Consumer groups complain that this is 
encouraging the McDonaldisation of Ameri- 
can culture, in two ways. First, chains of radio 
stations put out the same pap from Seattle to 
Miami. And second, within any one market, 
the diversity of news is shrinking as the new 
chains put out the same bulletins across all 
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their stations. Both points are true, but miti- 
gated, perhaps, by the growing volume of 
noise coming out of the Internet. 

Culture aside, consolidation has certain- 
ly been good for business, because it has 
helped skills to move from good companies 
to bad ones. There are all sorts of things that 
you have to understand to run a radio sta- 
tion properly: what makes a hip-hop station 
work in one market is not what makes it 
work in another; you must never play a song 
on an “adult contemporary” station that lis- 
teners have never heard before; you need 
weekly surveys to know what they’ve heard. 
Well-run companies have found it pretty 
easy to take over badly run stations and tri- 
ple their cash flow. 

But now that the worst companies have 
been sorted out, that is becoming harder. At 
the same time, the prices being paid for radio 
stations have rocketed. Clear Channel is 
paying 26 times earnings for AMFM. The only 
firms that can afford that sort of price are list- 
ed companies trading on equally inflated 
multiples--Clear Channel itself is trading at 
31 times earnings. 

But how will Clear Channel make mon- 
ey from the deal? Radio stations have been 
stripped of luxury and individuality over 
the past few years, as the chains have pushed 
for greater efficiency, and it is hard to imag- 
ine that there are many more costs to be tak- 
enout.“Runninga radio station for a major is 
a lot less fun than it was,” says John Rose, a 
director of McKinsey, a consultancy. 
“They've cut what they can. I have this image 
of a hot air balloon, and they’re throwing the 
sandbags out to keep the share price up. But 
you have to ask where the growth’s going to 
come from.” 

Advertising may be one answer. Radio 
advertising has grown fast over the past cou- 
ple of years, largely because of spending by 
Internet companies struggling to build their 
brands. Some people believe that this will 
continue, as more companies race for the In- 
ternet, but most forecasters expect a slow- 
down after next year. Still, there may be 
scope for selling radio advertising nationally, 
which has never really been tried before; 
and there may also be scope for the bigger 
chains to exploit their market power. 

That is something the advertising indus- 
try fears. “Companies don't buy up other 
companies to be altruistic. When you con- 
trol a market, you control the prices,” says 
Jean Pool, an executive vice-president of J. 
Walter Thompson in New York. But the Jus- 
tice Department has kept a close watch on 
the consolidation, demanding that compa- 
nies sell stations when any of them has 
around 50% of the advertising revenue in any 
one market. So the radio companies may 
find it hard to exploit their size. 

Nor can size protect them from all of the 
dangers ahead. “Radio's going to face a lot 
more competition in the future,” says Peter 
Kreisky, head of Mercer Management Con- 
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sulting’s media practice. The Internet threat- 
ens radio broadcasters by destroying the bar- 
riers to entry created by the government's 
licensing of airwaves. And there is competi- 
tion for radio’s captive audience of drivers, 
too. Digital radio companies, such as xM Sat- 
ellite Radio, in which General Motors has a 
stake, plan to beam digital programming 
into cars. 

Until the deal with Clear Channel was 
announced, AMFm was the pet of Tom 
Hicks, a former disc jockey and buy-out spe- 
cialist. His firm, Hicks, Muse, Tate & Furst, is a 
private-equity firm whose jobis to buy at the 
bottom of the market and sell at the top. Per- 
haps that is what he has done. 


Drugs 


Touch of flu 


NFLUENZA is famous for spreading quick- 

ly, but Britain’s leading drug companies 
seem to have caught an equally pervasive 
bug. On October 1st Sir Richard Sykes, head 
of Britain’s largest drug company, Glaxo 
Wellcome, lashed out at the government's 
new medical-advisory body, the National 
Institute for Clinical Excellence (Nice), for re- 
fusing to recommend that the state pay for 
patients to take Glaxo’s latest flu medicine, 
Relenza. Five days later, Britain’s two other 
drug giants, SmithKline Beecham and Astra- 
Zeneca, joined ranks with their rival, sending 





Glaxo has a mess on its hands 


a letter to Tony Blair condemning nice’s de- 
cision as having “potentially devastating 
consequences for the future of the British- 
based pharmaceutical industry”. 

Why should Relenza raise such a fever? 
Ostensibly because the government may 
follow nice’s advice and refuse to reimburse 
Relenza on the National Health Service 
(nus). Because this is the institute's first rec- 
ommendation since its launch in April as a 
panel toassess the cost-effectiveness of med- 
ical technologies, this could set a precedent. 

Yet, as Sergio Traversa, a pharmaceuti- 


cals analyst with Mehta Partners, 
points out, Relenza was never go- 
ing to be a blockbuster in Britain. 
The country will account for less 
than 5% of Relenza’s projected 
peak sales of $550m (most of 
which will be in America, where 
the drug was launched in Septem- 
ber). And it can still be sold in Brit- 
ain, since it received approval in 
June from the European Medi- 
cines Evaluation Agency. 

Glaxo has complained that 
NICE was biased against Relenza 
from the start and that the basis of 
its rejection—that the company 
did not provide enough informa- 
tion on the drug’s cost-effective- 
ness in the treatment of elderly, 
asthmatic and other high-risk pa- 
tients—puts the firm in an impos- 
sible position. To garner that sort 
of data, Glaxo says, it will have to 
do further massive clinieal trials. But it can’t 
do that until the drug is in widespread circu- 
lation, something that will happen only if it 
is reimbursed on the nus. 

Glaxo and the others are also worried 
about the signal that Nice may send to the 
rest of Europe. Governments across the Eu 
have been scrambling to control health-care 
costs in recent years, and curtailing public 
spending on such expensive drugs as Viagra 
is less politically damaging than, say, closing 
hospitals (see chart on next page). Given Brit- 
ain’s high reputation as a drug regulator, fol- 





A heavy toll 


Moscow 


HORT of shining a message on to the 

Kremlin domes, there are few better 
ways of attracting attention in Russia than 
a billboard on Kutuzovsky Prospect. The 
main road from Moscow’s lushest suburbs 
to the city centre is packed morning and 
evening with the cars—a black Mercedes 
with blue light and siren is the vehicle of 
choice—of those who run Russia (or own it, 
which comes to much the same thing). 

For a couple of thousand dollars 
(chicken-feed to a biznesman) you can 
wish your mistress happy birthday, insult 
arival—or lobby the government. In recent 
weeks a flurry of new billboards has been 
urging passing motorists to “forbid toll- 
ing—stop exploiting Russia.” Now the oth- 
er side has fought back with “forbid toll- 
ing—bankrupt Russia.” 

Russians unfamiliar with the alumi- 
nium industry (meaning almost everyone) 
will find the battle of billboards mystify- 
ing. Some even wonder if it is not a teaser 
for some new western product. 

The reality is more prosaic. Most of 





Russia's aluminium plants operate by toll- 
ing, meaning that they rent out capacity to 
third parties, who deliver ore and take back 
metal. Although this has kept Russia's alu- 
minium industry afloat, the finances are 
dubious. Managers can be paid a nominal 
sum inside Russia for their plant's services, 
with a fatter fee going to a no-questions- 
asked bank in Aruba, Cyprus, or New York. 

Russia’s government has repeatedly 
tried to ban tolling; the latest date for its ab- 
olition is the end of this year. This should 
increase the industry’s declared profits, 
and thus raise the tax take by some $260m, 
officials say. 

A prime supporter of the change is Si- 
berian Aluminium, a large Russian compa- 
ny which says it has the working capital to 
embrace the new system (cynics say that 
an even bigger plus is the damage its rivals 
would suffer). Its ambitious billionaire 
boss, Oleg Deripaska, is believed to be be- 
hind the billboards (a coy aide says simply 
that “we support the guys who doit”). 

The opponents include the prominent 





Swiss-based (but Russia-linked) Trans 
World Group, which says that a ban on 
tolling is impractical, because Russian 
firms cannot be sure of always having the 
hard currency to pay for the continuous 
supply of imported ore they need. The firm 
also questions whether banning the prac- 
tice, which is common in some other coun- 
tries, would be compatible with trade trea- 
ties signed by Russia. Try fitting that on a 
billboard. 
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Creative solutions that keep our 
clients at the cutting edge in Asia 





IFR Derivatives House of the Year 






Creative solutions are 


leading to results” 


Today's leaders in Asia's financial markets are 
those who view probierns from a new 
perspective, seek fresh ideas and implement 
creative solutions. 


Deutsche Bank's strength in derivatives across 
the full product spectrum and our ability to 
deliver talor-rnade. solutions to clients has been 
independently recognised: IFR's Derivatives 
House of the Year’ and top rankings by Risk 
magazine’ are proof of our leadership. 


Our globai platform, commitment to Asian 
markets, specialist expertise and local knowledge 
allow us to deliver value added solutions that 
meet our clients investment and risk 
management needs — another reason why 
Deutsche Bank is leading to results. 


Deutsche Bank 


INTERNATIONAL JOSEPH A. SCHUMPETER 
SOCIETY 7th ISS SCHUMPETER PRIZE 
COMPETITION 2000 


@ The International Joseph Alois 
Schumpeter Society (ISS) is pleased to 
announce its seventh Schumpeter Prize 
Competition. The prize is awarded every two 
years in recognition of a recent scholarly 
contribution related to Schumpeter's work. 
It carries a cash award of 10,000 Euro 
endowed by the German economics and 
business weekly, Wirtschaftswoche. 


"CHANGE, DEVELOPMENT AND TRANSFORMATION" 


has been designated by the managing board 
of the society as the topic for the seventh 
competition. 
@ The conditions are as follows: Entries 
must be postmarked no later than March 1, 
2000. Works submitted must be either unpu- 
blished or published subsequent to June 1, 
1998. Submissions may be of article or book 
length. There is no page or format 
specification. Submissions will be judged by 
a committee appointed in 1998 at the 
biennial meeting of the ISS. The winner will 
be announced and the award made at the 
congress of the society in Manchester/UK 
from June 28 to July 1, 2000. Submissions 
are to be sent as an original and four 
additional copies to the committee chairman: 

Prof. Dr. Kurt Dopfer 

Universitat St.Gallen 
Guisanstrasse la 
9010 St. Gallen, Switzerland 
Tel.: (+41) 71 224 2577 
Fax: (+41) 71 224 2575 
e-mail: kurt.dopfer@unisg.ch 
or to: 

Prof. Dr. Horst Hanusch 
Universitat Augsburg 
WISO-Fakultat 
Universitatsstr. 16 
86135 Augsburg, Germany 
Tel.: (+49) 821-598-4179 
Fax: (+49) 821-598-4229 
e-mail: horst.hanusch@wiso.uni-augsburg.de 
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medicines might prove politically expedient 
for countries such as France, according to 
Martyn Postle of Cambridge Pharma Con- 
sultancy. 

Drug companies have long complained 
that Europe’s strict price controls and prob- 
lems with parallel importing make it a less 
attractive place todo business than America. 
Sir Richard’s particular gripe is with Britain’s 
“unsympathetic” environment for drug 
companies. Much has been made of Sir Rich- 
ard's hint that the firm might decamp from 
Britain in the wake of Nice’s decision. Yet 
since the company has sunk £700m in a re- 
search facility that is one of Britain’s largest 
investment projects, it can hardly move 
quickly. That Glaxo plans to cut 3,400 jobs in 
manufacturing, half of them in Britain, is un- 
related to the Relenza fuss, although the an- 
nouncement, which was made this week, 
may have been timed to put pressure on the 
government. 

Although Britain’s drug companies com- 
plain about cost-effectiveness as a “fourth 
hurdle” to getting drugs on to reimburse- 
ment lists, after proving their safety, efficacy 
and quality, such reckoning is increasingly 
common in other markets such as Australia. 
Even in America, managed-care companies 
routinely try to calculate the cost-effective- 
ness of treatments. But the conclusions they 
draw are often different, because firms, rath- 
er than governments, pay most of the coun- 
try’s health bills. Getting the flu-ridden back 
to work a day early may justify the expense 
of Relenza to an American employer, but it 
makes little difference to Britain’s Depart- 
ment of Health, whose bottom line is drug 
spending. 

Chris Ham, a health-policy expert at the 
University of Birmingham, is not surprised 
that drug companies have hit out at NICE in 
its early days. But he also says that NICE 
needs to make its procedures clear, consis- 
tent and transparent—or it will seem less an 
impartial arbiter of drug cost-effectiveness 
than a blunt tool for cost-containment. 
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Smaller South Korean firms 


Rotten at the bottom 


SEOUL 


OW the mighty chaebol are falling. 

South Korea’s family-owned conglom- 
erates used to move and shake the country’s 
economy. Now every day brings another 
blow, mostly through the chaebol-busting 
work of Kim Dae Jung, the country’s presi- 
dent. This week it was tax evasion: Hanjin, 
the sixth-biggest chaebol, which owns Kore- 
an Air, is under investigation for allegedly 
evading taxes worth $900m; and at least 
three other big industrial groups are suspect- 
ed of similar offences. Previous weeks have 
seen the forced break-up of Daewoo and the 
arrest of executives from Hyundai Securities 
for manipulating the share price of a firm in 
their group. 

All this should be good news for South 
Korea’s smaller firms. These have long la- 
boured in the shadow of the chaebol, and 
Mr Kim is keen for the small fry to play a big- 
ger role in the economy. On the face of it this 
seems sensible: thriving small and medium- 
sized firms are the secret behind most suc- 
cessful economies these days, especially 
America’s. But the same formula may not 
work as well in South Korea. As poorly as the 
chaebol have been faring, the country’s 
small and medium-sized firms have been 
doing even worse. Promoting them may not 
solve the country’s problems. 

Earlier this year the Korea Stock Ex- 
change analysed the profitability of 459 list- 
ed firms, 85% of which were small or medi- 
um-sized. The results were hardly cheering. 
The small and medium-sized firms together 
lost 2.7 trillion won ($2.3 billion) in 1998. This 
was a bad year, certainly, but the much-de- 





BUSINESS — 


rided chaebol and other large firms, which 
made up the rest, managed to scrape a com- 
bined profit of 16 trillion won. Another 
study, by the Bank of Korea, showed that on 
average big firms have had profit margins 2.4 
percentage points higher than small and 
medium-sized ones over the past 29 years. 

Of the 30 firms whose profits grew fast- 
est in the first six months of this year, only 
ten were small or medium-sized companies. 
And most of those have one-off exceptional 
gains to thank for their success. Take Cho 
Heung Chemical, which leapt into the black 
in the first half of this year mostly because, 
having been desperate for cash, it built 
apartments on land intended for factories, 
and sold them. Woosung Tire can thank its 
creditor banks for most of its profits: they 
agreed to waive interest and principal repay- 
ment on its debt, allowing it keep the money 
as earings. 

There are, of course, a handful of smaller 
firms whose performances have been rela- 
tively impressive. For instance, net profits of 
Cheil Jedang,a food and beverage company, 
last year jumped tenfold, to 106 billion won, 
and in the first half of this year by 57%, to 94 
billion won. In part, this is because of its con- 
centration on selling basic foodstuffs, which 
are largely recession-proof. 

But the firm also restructured more vig- 
orously than most of its peers. It closed un- 
profitable businesses, such as an “Asian-fu- 
sion” restaurant in New York’s Greenwich 
Village. To pay off debts it also sold assets, in- 


cluding half of its $300m shareholding: in a 


Dreamworks, Steven Spielberg’s studio (do 
not ask why a noodle maker owned the 
stake in the first place). Although such mea- 
sures are commendable, they also swell the 
firm’s profits in an unsustainable way. Half 
of those came from the sale and revaluation 
of assets; only a quarter were net profits from 
operations. 

Another example is Trigem, a personal- 
computer maker that exploded on to the glo- 
bal stage last year with the launch of sub- 
$600 pcs sold under the brand “eMachines”. 
In August, eMachines accounted for 14% of 
America’s total pc retail sales, ranking third 
in the country. Its secret was to persuade 
parts suppliers, such as Samsung Electronics, 
to cut prices in return for bulk orders. The 
firm also persuaded retailers to give up al- 
most half their margins, on the grounds that 
they would offset the cut thanks to faster 
sales turnover. In the spring the firm made 
headlines by marketinga rc clone of Apple’s 
successful iMac, blue translucent curvy case 
and ail. 

Sadly, Trigem may not be much of a 
model. Apple promptly sued the firm in 
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America and Japan for trademark infringe- 
ment (eMachines is switching to a less fla- 
grant clone). Earlier, Compaq had launched 
suits claiming infringement of 13 patents 
{nine of which actually belong to Intel, Tri- 
gem claims). The legal troubles, combined 
with a scathing report by an American in- 
vestment bank concluding that eMachines 
“has not even remotely created a business 
model that is sustainable”, may destroy its 
hopes of a Nasdaq listing later this year, and 
will cloud the company’s future. 

The problems of South Korea’s small 
firms receive less press coverage than those 
of the big ones. Yet that does not mean that 
they are in better shape. Their travails are 





Italian business 


Caveat emptor 


ROME 





simply less dramatic. Most depend on orders 
from a few big firms that often forbid them to 
do business with any of their competitors. 
The big companies do not pay bills on time; 
instead, they issue promissory notes to sup- 
pliers with payment dates up to six months 
in the future. Small firms often cash the notes 
at a discount. As a result, profit margins of 
small firms are thin and cashflow problems 
are acute even by South Korean standards, a 
trend that has continued since the 1960s. Fix- 
ing such details is low on Mr Kim’s list of 
chaebol crimes and misdemeanours, but 
high on small companies’ list of woes. The 
closer you look at South Korea, the more in- 
tractable many ofits ills seem. 
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Italy’s government is still bent on keeping too much influence over its 


privatised industries 


T ITS simplest, privatisation is about re- 
placing politicised bureaucrats with 
meritocratic investors. With the right incen- 
tives, firms as diverse as the Dutch post of- 
fice, Spain’s airline and British Telecom have 
discovered a new vitality. Few countries 
stood to benefit more from such a transfor- 
mation than Italy, where large firms have 
been as prone to state meddling and ineffi- 
ciency as small ones have been to world- 
beating excellence. Yet at the two largest 
firms on the Milan stock exchange, and a 
third that will join them at the top when it is 
floated later this month, the bad old habits 
liveon. 

The worst offender is Telecom Italia, a 
former state telecoms firm in which the Ital- 
ian treasury still has a 4% stake. The firm 
caused uproar at the end of September by re- 
vealing plans that would diddle minority 
shareholders. 

In May this year Telecom Italia was 
bought by Olivetti, a firm one-sixth of its size. 
The takeover, through a subsidiary called 
Tecnost, looked cheeky even then. But Rob- 
erto Colaninno, Olivetti’s chief executive, 
who has headed Telecom Italia since win- 
ning the battle, has come up with a scheme 
that looks downright insulting. Taking con- 
trol of Telecom Italia in a €16 billion ($17 bil- 
lion) deal meant plunging Tecnost deep into 
debt. Mr Colaninno plans to haul itout again 
by giving Tecnost the stake that Telecom Ita- 
lia owns in Telecom Italia Mobile (rım), a 
highly profitable mobile-phone business. In 
exchange, Telecom Italia’s minority share- 
holders will be compensated in the debased 
currency of Tecnost’s overvalued shares. 

It makes sense for Mr Colaninno to bring 
tim’s cash flow and dividend stream to 
where he needs them, but the current 
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scheme. was not what was promised when 
Olivetti pounced on Telecom Italia. “The 
holders of the 48% of the firm that did not ac- 
cept Olivetti’s offer in May did not want Tec- 
nost shares then, and they do not want them 
now,” complainsan analyst ata Milanese se- 
curities house. 

As if the abuse of minority shareholders 
and the scheming of company managers 
were not enough to conjure up memories of 
the bad old days, the Italian government has 
now waded in. The government welcomed 
Mr Colaninno’s bid earlier this year, but has 
now flirted with using its controlling “golden 
share” to block the Tecnost transfer. Telecom 
Italia said it would stick to its plans, and Mr 
Colaninno has been explaining himself to 
investors in Milan and London. 





However, the heat of opposition may yet 
persuade the firm to change tack. This week 
Mr Colaninno offered the unconvincing pal- 
liative of a committee to protect minority 
shareholders’ interests. He then said he 
would consider increasing the number of 
Tecnost shares that Telecom Italia’s share- 
holders will receive. 

Telecom Italia’s problems stem largely 
from battles in the boardroom. After it was 
privatised, a dispiriting 18 months full of ar- 
gument and dithering left the firm vulnera- 
ble to Olivetti’s takeover. Hence the alarm 
now over boardroom disputes at EN1, a part- 
ly privatised energy and chemicals conglom- 
erate. The day after Mr Colaninno’s bomb- 
shell, Renato Ruggiero, chairman of eNi, 
resigned in a huff. Mr Ruggiero, who had 
been in the job only four months, has had an 
impressive career, with spells as Italy’s trade 
minister and as its ambassador to the Euro- 
pean Union, as well as four years as director- 
general of the World Trade Organisation. Yet 
rather than being given real power to guide 
ENT's international strategy, as he thought he 
had been promised, Mr Ruggiero found that 
he was expected to be nothing more than a 
figurehead, while the chief executive decid- 
ed the course of things. 

The boardroom rumpus comes at a diffi- 
cult time for EN1, The oil industry is in the 
grip of international consolidation and EN1 
earlier this year missed the opportunity to 
combine with Elf Aquitaine, a French oil 
firm that has just merged with its compatri- 
ot, TotalFina. Even before its boardroom ar- 
guments, EN! looked an unattractive partner. 
A decade ago an Eni chairman remarked 
that privatisation was a way to raise cash 
without losing control. The government, 
which owns 36.9% of the firm, seems barely 
to have changed its view, asserting recently 
that it intends to keepa controlling stake. 

With two such recent reminders of how 
privatisation can disappoint, the timing of 
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Enel’s flotation is looking especially bad. In 
theory, the state electricity corporation 
should appeal to investors. A new board ap- 
pointed in June 1996 has shaken up the firm. 
Staff have been cut from 93,600 at the end of 
1996 to 81,100 at the end of June this year. 
Debt has fallen by half, to 17.7 trillion lire 
($9.7 billion). Profits have surged to 2.4 tril- 
lion lire on 19.5 trillion lire of sales in the first 
half of this year, against 1.3 trillion lire on 
sales of 36.8 trillion lire in 1996. Enel seems 
well-placed for the opening of Italy’s electric- 
ity market, which started in February. 

Yet doubts remain. As though the eni ex- 
perience has taught it nothing, the govern- 
ment intends to keep an impregnable stake 
in Enel. The government will be left with 85% 
of the firm, and minority shareholders will 
wonder what timetable it has for selling fur- 
ther tranches. The more cautious among 
them will also be asking whether the trea- 
sury has plans to milk Enel for more special 


| Smoke in your eyes 


ROM a distance, the continuing wave of 

European mergers suggests that the 
continent is in the throes of a restructuring 
that will produce lean, mean, American- 
style companies. That may even be true. 
But it is worth looking more closely at par- 
ticular examples. The merger of France’s 
Seita and Spain's Tabacalera, announced 
on October 5th, combines two small, fat 
| and badly managed companies. The signs 
| are that it will produce one large, fat and 
| badly managed company. 

British American Tobacco (Bat) kicked 
off a series of big tobacco mergers earlier 
this year when it bought Rothmans Inter- 
national for $8.7 billion. In March, Japan 
Tobacco seized rjr Nabisco’s international 
tobacco business for around $8 billion. 
Along with Philip Morris, the world leader, 
and the state-owned China National, these 
two giants sell almost two-thirds of the to- 
bacco smoked in the world. 

Europe has eight mid-sized tobacco 
firmsand a shrinking market, so consolida- 
tion was inevitable. The newly merged to- 
baccocompany, to be called Altadis, witha 
€2.7 billion ($2.9 billion) turnover, will be 
the third-largest in Europe and fifth in the 
world. This size will give the firm a clout its 
progenitors lacked. Both have suffered 
from smallness in the past. In 1996 Philip 
Morris seized Portugal’s Tabaqueira, which 
was being privatised, from under Tabacal- 
era’s nose. In March of this year, their joint 
bid for rjr Nabisco’s international busi- 
ness was no more successful. 

But size is also about the only thing this 
merger offers. Both firms have embarked 
on far-reaching restructuring at home, but 
they are still a long way from achieving an 





dividends such as the 4.4 trillion lire it ex- 
tracted at the beginning of September. 
Shareholders in Enel also have cause to 
fear the firm’s wilful and well-connected 
boss. France Tato was recruited from the pri- 
vate sector, and deserves credit for having 
made many changes. But he is an empire- 
builder. Enel diversified into telecommuni- 
cations two years ago. This summerit bought 
a large stake in a television company and 
agreed togive the treasury 3.1 trillion lireas an 
advance payment for three water business- 
es. Perhaps Mr Tato was exercising indepen- 
dence. Or maybe this summer's diversifica- 
tion appeals to the parts of Italy's 
government that want more state involve- 
ment in the utilities. Either way, minority 
shareholders will find little to comfort them. 
Italy's record on privatisation is patchy. 
In the 1980s a backroom deal ensured that a 
large tranche of Mediobanca, an investment 
bank, ended up in the hands of a few friend- 


efficient scale of production. Seita and Ta- 
bacalera have, respectively, four and ten 
cigarette factories. Britain’s Imperial Tobac- 
co has one. Tabacalera’s productivity per 
worker is 40% lower than the average of its 
European peers. 

Seita badly needs new markets, as its 
domestic market share has fallen in the 
past ten years from 53.5% to 34.8%. Yet the 
deal also does little to open new markets to 
Seita, as Tabacalera generates almost all of 
its profit in Spain. Nor does the merger help 
them to diversify. Both specialise in dark 
cigarettes, which account for a quarter of 
Seita’s sales and more than 45% of Tabacal- 
era's, Sales of dark cigarettes in Europe have 
been dropping by 10% a year for the past 





Strong in their home markets 


BUSINESS 


ly firms, such as Pirelli and Generali, preserv- 
ing its unparalleled influence over Italian 
business and finance. Having managed Tele- 
com Italia’s privatisation two years ago, it 
was no surprise that Mediobanca was be- 
hind Olivetti’s takeover bid, despite the ob- 
vious conflict of interest. It is also behind the 
current assault on Telecom Italia’s minority 
shareholders, 

Through aseries of nested stakes, Medio- 
banca has the largest interest in Edison, Ita- 
ly’s leading private-sector electricity firm. 
Some analysts suspect that it will soon try to 
organise Olivetti’s merger with Montedison, 
which owns 61.4 % of Edison. Even so, few in 
Italy seem to find it strange that Mediobanca 
is managing Enel’s share offering. Worse still, 
few in Italian politics think it strange that the 
government wants to keepa strong influence 
in industries that range from banking to tele- 
communications and energy. 


five years. Both are short of blond tobacco 
brands: Seita’s only well-known one is 
Gauloise Blonde, and Tabacalera’s is Fortu- 
na. BAT, by contrast, has Rothmans, Peter 
Stuyvesant, Pall Mall, Kent, Lucky Strike 
and Dunhill, to name a few. 

The success of the merged firm could 
ultimately depend on the behaviour of 
their European peers. Any of Austria Ta- 
bak, Germany's Reemtsma, Swedish 
Match, Britain’s Gallaher and Imperial To- 
bacco, feeling lost in a world of global gi- 
ants, may yet decide to join the Franco- 
Spanish group. But some may be put off by 
the fudge that already surrounds Altadis. It 
will have two co-chairmen, Jean-Domin- 
ique Comolli and Cesar Alierta, and forces 
will be divided between an operational 
headquarters in Paris and official head- 
quarters in Madrid. 
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Princess on a steeple 


Jill Barad has been sucked into a vicious circle of publicity and exaggerated expectations that too 
often surrounds female chief executives 


66 PEOPLE would call/Say ‘Beware, Doll, 
you're bound to fall’/You thought they 
were all kiddin’ you.” When Bob Dylan, at his 
most misogynistic, penned “Like a Rolling 
Stone”, he was not thinking about the boss of 
Mattel. All the same Jill Barad, the quintessen- 
tial “high-flying American businesswoman” 
and one of the few women to run a large pub- 
lic company, is about to find that “when you 
got nothing, you got nothing to lose.” Follow- 
ing yet another profits warning on October 
4th, Mattel’s shares dipped by 30% to $11.87, 
barely half their level when she took over in 
January 1997, and only a quarter of their peak. 
Ms Barad is now fighting for survival. 

Her fundamental failures have been in 
relatively routine things such as securing 
space on the shelves of Toys “R” Us and in 
managing a merger. Mattel is stuck in a troubled business. Chil- 
dren are buying fewer toys, and their parents’ favourites, such as 
Barbie, have been losing ground to funkier interactive gadgets. Ms 
Barad has embarked, a bit late, on cost-cutting (3,000 jobs have 
gone) and rejigging the firm’s traditional product line: there are 
now even slightly hipper Barbies. But her biggest gamble has been 
to rebrand the firm as a “family-products company” and, in pur- 
suit of this, to splash out $3.8 billion for the Learning Company, an 
educational-software firm. 

Unfortunately, the new subsidiary was responsible for this 
week's bad news. Following the collapse of a licensing deal, the 
Learning Company will now lose $50m-100m in the third quarter, 
rather than make $50m. Wall Street no longer seems to trust Ms Ba- 
rad. Last year Mattel stung analysts with a 67% decline in fourth- 
quarter profits. Now comes the news that third-quarter profits will 
be roughly half what investors had expected. 

Yet there is more than routine to Ms Barad’s difficulties. In 
many ways her career reads like a parable for the female chief ex- 
ecutive. Energy and charm helped her to push up sales of Barbie 
tenfold, won her the leadership of America’s biggest toy maker, 
persuaded several business magazines to put her on their cover 
and even got her on to the board of Microsoft. Yet the same bubbly 
personality is now being slyly used against her. Feminine traits— 
such as dancing along to music during financial presentations— 
once charmed Wall Street analysts; now they are seen as evidence 
that she should have stuck to marketing, n 











na, the new boss of Hewlett-Packard, is now | 
receiving the sort of press that Ms Barad once 
did. In Britain, Anita Roddick of the Body 
Shop and Marjorie Scardino of Pearson (part- 
owner of The Economist) often seem to attract 
more attention than their companies. When 
Ann Iverson was booted out of Laura Ashley, 
the fact that she had posed in black leather for 
Vogue was held against her. 

Behind all this lies a good deal of sexism 
along with a small grain of truth. The truth is 
that female chief executives receive vastly 
more attention than their male peers. A search 
of Lexis/Nexis archives shows that Ms Barad 
has been mentioned in 717 stories since she be- 
came chief executive, against only 263 for Alan 
Hassenfeld, her (more successful) opposite 
number at Hasbro: Ms Fiorina has already re- 
ceived as many mentions in three months as her predecessor Lew 
Platt did in the previous 18. 

On the other hand, this attention is not particularly sought by | 
the women concerned. Ms Barad is no shrinking violet, but, ac- 
cording to Wayne Miller, the author of “Toy Wars”, an account of 
her firm’s struggle with Hasbro, “the publicity most definitely 
came to her”. Throughout her reign, Ms Barad has turned down in- 
terviews other chief executives would have dreamed of; and as her 
troubles have mounted, she has given up interviews completely— 
just as she is now giving up her seat on Microsoft's board. 

Why the demand? One reason may be to do with talent: the 
few women who break through the glass ceiling may indeed be 
more interesting than their male peers. Other reasons vary from 
political correctness, or indeed incorrectness, to a simple yearn- 
ing for variety: even this column would dearly like to feature more 
women (with luck, under happier circumstances than those of 
Ms Barad). But the result is something of a vicious circle: there are 
not enough female executives, which means that those who do 
emerge, get over-hyped, which increases the chance of failure 
(real or perceived), which makes companies more nervous about 
appointing female chief executives. 





Girls just wanna have firms 

Yet none of this should let Ms Barad off the hook. The phenomenon 
of the overhyped chief executive is not confined to the female of the 
~- Species. The lessons of hubris and believ- 





rather than worrying her pretty little head 
about running the company. 

This seems all the more ominous since 
Ms Barad appears to fit into a trend. In Sili- 
con Valley, Kim Polese, the photogenic 
head of Marimba and another former 
marketer, came under fire for becoming 
bigger than her software firm (which, 
though successful, has not lived up to the 
enormous expectations once thrust upon 
it). The geeks are already waiting for the 
first stumble of another software boss, Ka- 
trina Garnett, who decided to advertise 
her company, CrossWorlds, with pictures 
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Rainy-day woman 
Share prices, January 1st 1997=100 








ing your own publicity are clear enough for 
bosses of both sexes—or at least they 
should be. Moreover, female bosses ulti- 
mately have tolive by the same rule as their 
male counterparts: they have to deliver the 
numbers that they promise. And this has 
certainly not been Ms Barad’s forte. 

The viciousness of Ms Barad’s fall 
from grace may have something do with 
her being a woman. But it is happening 
only because she has made managerial 
mistakes—above all, because she bungled 
o| what she herself defined as Mattel’s vital 
acquisition. There is nothing particularly 








of herself ina little black dress. Carly Fiori- 


feminine about that. 
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It’s gratifying when things fall into place. As it did for the people at Cathay Pacific Airways. 
They wanted to deliver an even higher level of service to their passengers. So we installed 
our Customer Loyalty System to let them track individual customer travel patterns and 
preferences. Even hobbies and interests. And link them directly into the new Asia Miles frequent 
flier program. When our clients care as much about their customers as Cathay Pacific, 
we simply take our cue from them. v I 


We eat, sleep and drink this stuff. 





1999 Unisys Corporation 





Global reach is 


At Deutsche Bank we are uniquely 
positioned to support our clients in 
markets around the globe. Our world- 
wide network gives us a powerful 
platform allowing us to deliver superior 
results. 





Local strength and expertise backed 
by the resources of an integrated global 


organisation — another reason why 
leading to results.” Deutsche Bank is leading to results. 


Deutsche Bank 


* Trademark application pending 
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FINANCE AND ECONOMICS 


Embracing greenery 


The World Trade Organisation is starting to look for common ground with 
green lobbyists who accuse it of ruining the environment 


NLY a few months ago, the World Trade 

Organisation was on the ropes. Bruis- 
ing battles between America and Europe 
over bananas and hormone-treated beef 
had battered its credibility. There followed a 
farcical deadlock over the choice of its new 
director-general. But now the wro is 
trying to bounce back. Mike Moore, its 
new boss, has already called for a bet- 
ter deal for poor countries that feel 
short-changed by the world trading 
system. Now he is reaching out to the 
most vocal of all the wro’s critics: en- 
vironmentalists. 

The wro’s olive branch is a soon- 
to-be-published report, a copy of 
which has been obtained by The 
Economist, on the environmental ef- 
fects of trade. For the first time, the 
body set up to defend free trade con- 
cedes that trade can harm the envi- 
ronment: “Sweeping generalisations 
are common from both the trade and 
the environmental community, argu- 
ing that trade is either good for the en- 
vironment, full stop, or bad for the en- 
vironment, full stop, while the 
real-world linkages are presumably a 
little bit of both, or a shade of grey.” 

Some greens are impressed. 
Charles Arden-Clarke, head of the 
trade unit at the World Wide Fund for 
Nature (wwr), a Geneva-based envi- 
ronmental group, welcomes this ad- 
mission. Seven years ago, a reporton a 
similar topic by the wro’s predeces- 
sor, the GATT, infuriated even moder- 
ate greens by refusing to recognise 
their concerns. 

The peace move is well-timed. A 
big wro meeting is being held in Seat- 
tle in late November. Ministers from its 135 
member countries plan to agree an agenda 
for anew round of trade-liberalisation nego- 
tiations. Only services, agriculture and a re- 
view of intellectual-property rules are sure to 
be on it. The rest of the agenda is still unde- 
fined. Environmental groups are lobbying 
governments furiously to make sure their in- 
terests are included. 

Once, trade hardly featured on environ- 
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mentalists’ radar screens. Then, in the 1980s, 
some developing countries objected to be- 
coming dumping-grounds for rich countries’ 
toxic waste, which they did not have the 
means to handle safely. But trade shot to 
prominence as an environmental issue only 
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At last, the WTO sees the trees for the wood 


in the early 1990s, when Mexico complained 
to the Garr about America’s ban on imports 
of tuna caught in nets that kill dolphins. The 
GATT caused a public outcry by ruling 
against America. It seemed to many as if un- 
accountable bureaucrats were sacrificing 
dolphins on the altar of free trade. In fact, the 
GATT accepted America’s aim of protecting 
dolphins. Its objection was to the use of dis- 
criminatory trade sanctions to achieve this, 


and it suggested the alternative of labelling 
dolphin-safe tuna as such. 

Suddenly, green groups and voters who 
had never previously taken an interest in 
trade mobilised against it. In his campaign 
for the American presidency in 1992, Bill 
Clinton opposed President George Bush’s 
plan fora North American Free-Trade Agree- 
ment with Canada and Mexico, partly on en- 
vironmental grounds. When elected, he in- 
sisted that environmental (and labour) 
side-agreements be tacked on to NAFTA. And 
in 1994, after Congress approved the Uru- 
guay round agreement of the Gatt—which 
gave birth tothe wro—Mr Clinton promised 
that future trade agreements would take ac- 
count of the environment. 


Culture clash 


Relations between environmentalists 
and the wro have scarcely been cor- 
dial since. Its committee on trade and 
the environment has ducked many 
controversial issues. The wro sided 
with Venezuela and Brazil when they 
complained that American cleaner- 
petrol standards discriminated 
against them. And it also ruled against 
America’s ban on imports of shrimps 
from countries using nets that trap 
turtles, after complaints by India, Ma- 
laysia, Pakistan and Thailand. Yet last 
October, the wro’s appeal court 
showed that its rules can be interpret- 
ed to meet green concerns. It recog- 
nised America’s right to protect sea 
turtles, so long as it did this by negoti- 
ating turtle-protection agreements, as 
it had done with countries in the 
Americas, rather than by imposing its 
rules unilaterally. 

Environmentalists are now pre- 
paring for the wro’s Seattle summit, 
which is only seven weeks away. 
Many will be demonstrating in the 
streets. Some extremists want no truck 
with the wro—or trade, growth and 
capitalism—at all. But more main- 
stream greens, such as the wwr or 
America’s Sierra Club, want to reform 
the trading system, not to abolish it. 
America and the eu are sympathetic 
to some of their proposals. But poorer coun- 
tries are almost all hostile. They fear that en- 
vironmental issues will be used by rich 
countries as yet another excuse to adopt pro- 
tectionist policies. 

The most promising area of agreement 
between environmentalists, free-traders and 
poor countries that the new report identifies 
is the elimination of environmentally da- 
maging subsidies for farming, fishing and 
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fossil fuels. America is keen. But unfortu- 
nately the ev is not. French farmers, Spanish 
fishermen and German coal miners, all of 
them hooked on subsidies, are holding Eu 
trade policy in these areas to ransom. 

Another seemingly reasonable demand 
is that wto rules should offer more scope for 
the labelling of eco-friendly products. Help- 
ing consumers to make more informed deci- 
sions is usually a good thing. The eu broadly 
agrees. But developing countries fear that 
burdensome labelling requirements could 
all too easily be used as another cover for 
protectionism. America frets that eco-labels 
could be used to keep out its hormone-treat- 
ed beef or genetically modified foods. 

Greens also want countries to assess the 
environmental impact of the world trading 
system and of proposals for future liberalisa- 
tion. And why not? The European Union has 
already commissioned an environmental re- 
view. America intends tocommission a simi- 
lar study of its own, but greens complain that 
its results may come too late to influence the 
administration’s negotiating stance. 

There is room for compromise, too, on 
greens’ desire for the wro to be made more 
transparent, accountable and accessible to 
environmental groups. America strongly 
supports this; the £u pays lip-service to it. At 
the wto, Mr Moore is keen on more open- 
ness, though he points out that the wto is al- 
ready accountable to national parliaments, 
which—unlike most environmental activ- 
ists—are elected. 

Some other green positions, however, 
are always going to be unacceptable to the 
wTO and its member governments. Take de- 
mands that further trade liberalisation be 
conditional on moves to protect the environ- 
ment. In its report, the wro rightly argues 
that environmental issues should be tackled 
at source rather than by blocking freer trade. 

Environmentalists also insist that wro 
rules need to be changed to accommodate 
multilateral environmental agreements 
(MEAs). They want trade sanctions imposed 
to enforce MEAS, such as the Kyoto protocol 
on reducing carbon-dioxide emissions, so as 
to be beyond challenge at the wro. This is 
tricky. Clearly, some accommodation is 
needed. But exemptions from trade rules all 
too easily become protectionist loopholes. 
Rich-country parties toan mea could, for in- 
stance, gang up on poor countries on envi- 
ronmental grounds. America thinks that 
wrTo rules already allow “substantial flexi- 
bility’ and that wro dispute-settlement 
panels should interpret them on a case-by- 
case basis. The £u is closer to the greens. 

The wro’s overture to environmentialists 
through this report is a step in the right direc- 
tion. With luck they will respond. Even so, 
the wro, and free-traders in general, will find 
they can goonly so far in compromising with 
greens without putting at risk the huge bene- 
fits of freeing up world trade. 


Hong Kong stockmarket 


Making tracks 


HONG KONG 


N AUGUST 1998 the Hong Kong govern- 

ment began buying shares in the stock- 
market; its purchases dwarfed all other buy- 
ing until an end was called in early 
September. In all, the government had spent 
HK$u8 billion ($15.1 billion) and become the 
largest shareholder in some of the territory’s 
biggest blue-chips. 

Sacrilege! cried the financiers, the plump 
high priests of Hong Kong’s free-market, 
non-interventionist religion. Now the inter- 
vention has long been forgiven, and those 
high priests are giving their blessing to gov- 
ernment plans to sell the shares back to the 
market. The financiers, after all, are going to 
get considerably plumper from the exercise. 

The share-buying was prompted by an 
intense financial crisis. The local currency’s 
peg to the American dollar was under specu- 
lative pressure. Investment banks and hedge 
funds were on to a winning thing. They 
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would sell Hong Kong dollars, which auto- 
matically sent interest rates up. That sent 
shares down; and the speculators profited, 
since they had sold the stockmarket short. 
To thwart the speculators, the govern- 
ment started buying up shares. As it turned 
out, this desperate measure proved both 
timely and profitable (see chart). But all 
along, the government said it would eventu- 
ally sell its shareholdings. To keep them 





Softly, softly 


LAN GREENSPAN, chairman of 
America’s Federal Reserve, can be 
hard to understand. These days, however, 
he is becoming easier to predict. Indeed, 
one of his main preoccupations seems to 
be not to startle the markets. So the Fed’s 
decisions are well-flagged in advance. 
Thus the markets were convinced that 
the Fed would not raise interest rates at the 
meeting of its Open Market Committee 
(FOMC) on October 5th. So 


1 


is probably a reference to fears of a liquid- 
ity crunch at the end of the year as finan- 
cial institutions hold back to avoid millen- 
nium-bug accidents—indeed, such fears | 
may make the Fed delay raising rates until 
next year. But the Fed could also be wor- 
ried that any further rise in interest rates | 
might puncture the stockmarket bubble. It | 
may take comfort from the fact that the 
market has recently been falling. 

Rather less predictable 





convinced, indeed, that 
when it duly did not, they 
had a flutter of nerves be- 
cause the romc an- 
nounced a shift to a “tight- 
ening bias”—a signal that 
the next interest-rate move 
is likely to be up. The stock- 
market promptly fell (but 
bounced back). Its jumpi- 
ness about the Fed’s quirky 
new notion of declaring a 
bias is understandable, 
even if it may not be justi- 








than the Fed’s were two 
other big interest-rate deci- 
sions, announced on Octo- 
ber 7th. In the event, both 
the Bank of England and 
the European Central Bank 
(ec) said that they would | 
leave their rates un- 
changed. Both probably 
have an (unannounced) bi- 
as towards raising rates in 
the face of unexpectedly 
strong economic recover- 
ies. But the Bank of England 








fied by the record. At its 
meeting in June, after all, the Fed declared 
a “neutral bias”—only to raise rates at its 
next meeting in August (see chart). This 
week’s bias was prompted in part by wor- 
ries about the inflationary effect of loom- 
ing labour shortages. 

Evensso the Fed may still not raise rates, 
for it has also said it will take account of 
“conditions in the financial markets”. That 





also faces nagging from ex- 
porters, worried about the impact of high 
interest rates on the level of sterling. And 
though the ecs, less than a year into the 
life of the euro, is keen to establish a repu- 
tation asan anti-inflation hawk, ithas yet | 
to find evidence of an inflationary threat. 
Atleast, unlike the Fed, itcan take its deci- 
sions without worrying about how tode- 
flate an asset-price bubble. 
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would ruin Hong Kong’s non-interventionist 
image. It would also generate intolerable 
conflicts of interest. For example, the govern- 
ment’s holding company for the shares, the 
Exchange Fund Investment Ltd (eri), sits 
under the Hong Kong Monetary Authority, 
which regulates the banks. eF1L owns nearly 
atenth of the territory’s biggest bank, HsBc. 

The challenge has been to find a way of 
selling the shares without depressing the 
market. The first solution, which the govern- 
ment is due to unveil on October 11th, is a 
“unit trust”, under Hong Kong law, to be 
called the Tracker Fund. Many of the territo- 
ry’s best-known investment banks are to 
market this public offering of something un- 
der HK$20 billion, with trading starting on 
November 12th. Each unit will consist of the 
33 shares that make up the Hang Seng stock- 
market index. It will therefore be an index- 
tracking fund. Units will initially be priced in 
Hong Kong dollars equivalent to one-thou- 
sandth of the Hang Seng’s level. 

A unit trust (mutual fund) is usually an 
open-ended affair. That is, new units are cre- 
ated when there is demand for them. Valua- 
tions are made daily, based on the net value 
of the underlying assets. But this one, 
uniquely, is to be listed on the Hong Kong 
Stock Exchange, and its shares will be traded 
like those of other companies. That is, the 
price of the units will depend, not on the net 
asset value of the underlying shares, but on 
the price that buyers are willing to pay. This 
“unit trust”, in other words, looks like a 
closed-end investment trust. 

The initial public offering will be sold ata 
discount to the net asset value, of perhaps 
5-8%, to make it sweet to buyers. But govern- 
ment officials hope the discount will soon 
vanish. It should be easy, they say, for institu- 
tional investors to arbitrage between the 
fund and the underlying shares whenever a 
discount appears. 

Murray Simpson, chairman of the Hong 
Kong Investment Funds Association, whose 
members market orthodox unit trusts, wor- 
ries about the misnaming of the fund as a 
unit trust. It could, he says, sow confusion in 
the minds of retail investors. Nor is Mr Simp- 
son convinced that local retail investors will 
snap up an indexed product. 

The Hong Kong government plans to 
counter such doubts. This, it will argue, is just 
one of several ideas it has for offloading all 
the shares over time. The nature of the vehi- 
cle (modelled on depositary receipts in 
America that represent the Standard & 
Poor’s 500 index, known as spprRs, pro- 
nounced “spiders”) will be explained. And 
the lively publicity campaign will create an 
awareness for pooled investments that is 
sorely lacking in Hong Kong, so benefiting 
the whole fund-management industry. Lo- 
cal investors may still take some persuading 
to buy. For, as misnomers go, “unit trust” has 
less pull than, say, HangSeng.com! 
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Asian currencies 


Knocking knees 


BANGKOK AND JAKARTA 


HE baht just does not have the clout any 

more. Only two years ago, Thailand’s 
currency was mighty enough to bring all of 
Asia to its knees, and to fray nerves at central 
banks everywhere. When the baht was float- 
ed in mid-1997, it sank, swiftly altering inves- 
tors’ attitudes towards East Asia’s other tiger 
economies; one by one, their currencies, too, 
came under attack, and many succumbed. It 
was well into 1998 before confidence began 
to return and the currencies started to recov- 
er. In the past few weeks, however, the baht 
has once again been sliding, reaching a 13- 
month low in late September before bounc- 
ing back. But this time the world has reacted 
as if the baht were a child holding its breath 
to attract attention—by quietly ignoring it. 

There could be few clearer signs that 
things are slowly returning to normal in East 
Asia. In other countries, too, investors have 
shrugged off sliding currencies, shying away 
from the Philippine peso, the Singapore dol- 
lar and the South Korean won, but hardly 
stampeding for the exits (see chart). Only in 
Indonesia, where the rupiah fell by 25% in 
two months before recovering a little this 
month, have investors been inclined to pan- 
ic. And it is hard to blame them, given a 
banking scandal surrounding the president, 
a suspension of loans from the imr and 
World Bank, and the trashing of East Timor, 
all of which have complicated a looming 
presidential election. 

Indeed, it is tempting to conclude that 
the rupiah has assumed the role the baht 
played in 1997, dragging down other curren- 
cies with it. But few traders think that Indo- 
nesia’s problems have much to do with 
those ofits neighbours. Anda recent analysis 
by Vincent Low, at Merrill Lynch in Singa- 
pore, suggests that there is much less “conta- 
gion” than before. Mr Low has constructed a 
“contagion index” to gauge the extent to 
which the crisis countries’ currencies move 
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in sync. During periods of high stress—such 
as January 1998, when the rupiah fell 
through the floor, or August 1998, when Rus- 
sia defaulted—the region’s currencies fell to- 
gether. But during the past couple of months, 
they have been falling on different days in 
different ways. 

Of course, if they did not have at least 
some things in common, some would not be 
falling at all. All, for example, are affected by 
American interest rates. After confidence re- 
turned to the region, Asia’s economies were 
able to bring interest rates down sharply. 
After two American interest-rate rises this 
summer, Asian currencies began to look less 
attractive. However, most have been sliding 
mainly because of the dynamics of their in- 
dividual economies. 

Thailand is a good example. After a brief 
spurt of optimism, the outlook for the bank- 
ing sector has become gloomier in the past 
few months. Non-performing loans remain 
high, at 47.1% of total bank lending at the end 
of July,and the government's reformist drive 
seems to have run out of steam. And as do- 
mestic debts continue to fester, efforts to re- 
pay foreign-currency debts (especially yen- 
denominated loans) have put further pres- 
sure on the baht. 

Unlike a year ago, however, Thailand’s 
government is far less worried about a fall- 
ing currency. Reserves have risen sharply, al- 
lowing it to stop drawing funds from an IMF 
rescue package. And many foreign debts 
have been repaid or rescheduled. That par- 
tially gets round the dilemma faced in 1997, 
when high interest rates were needed to 
keep the baht stable—and when it fell, the 
cost of servicing foreign-currency debts ex- 
ploded. This year, the central bank has been 
intervening gently, but has seemed content 
to let the currency slide. That will boost ex- 
ports. But the central bank’s relaxed attitude 
may be changing. This week it reminded 
traders of a rule introduced early last year, 
restricting offshore forward-trading in the 
baht. This has helped the currency recover 
some ground. 

In the Philippines, too, domestic factors 
have been largely responsible for the peso's 
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slide. The main worries surround the coun- 
try’s nagging fiscal problems. Although it 
avoided the worst effects of the regional 
downturn, it has failed to get its budget un- 
der control. Its neighbours have increased 
their borrowing even more sharply. But in- 
vestors expect them to resume robust econ- 
omic growth in a couple of years. Two years 
from now, the Philippines will still be the 
Philippines, a perpetual under-achiever. 

In South Korea, the won has slid more 
because of the stockmarket than because of 
doubts about reforms. Earlier this year, 
shares soared. Now, although South Korea's 
recovery still looks strong, investors have be- 
gun to pull out of the market, weakening the 
won. This week, Moody's, a credit-rating 
agency, upgraded several South Korean 
banks, helping to drive the won back upa bit. 

Overall, sliding currencies should in- 
crease already strong current-account sur- 
pluses across the region. That should help 
Thailand and the Philippines to compete 
with Malaysia, which, in September 1998, 
pegged its currency at an artificially low lev- 
el and is running one of the biggest surpluses 
in the region. South Korea, which has a more 
developed economy, will gain even more 
than its neighbours from its currency’s fall 
against the rising yen. 

Recent currency uncertainty may have 
sent a few investors into a panic. But the risk 
of wholesale capital flight from the region 
seems low. And in sharp contrast to 1997, 
those whodo pull out early may not turn out 
to be the lucky ones. 
= 





The art market 


The colour of 
money 


66 ART”, a comedy now running in the- 

atres in London’s West End and else- 
where, begins after a middle-class doctor 
buys an all-white modern painting for 
FFr200,000 ($33,000). The plain canvas and 
its price provoke his two friends into, by 
turns, scorn, indifference and be- 
musement. Arguments become 
heated, and the three eventually 
come to blows. Pity none of them 
is an economist. One might have 
pointed out that beauty may be in 
the eye of the beholder, but its 
price is set by the market. 

As an investment, fine art has 
always been different from many 
other assets, and lacks liquid ex- 
changes. The market is dispersed 
among dealers and auction 
houses. Art is expensive to trade, 
with auctioneers charging 10% of 
the “hammer price”. Financing a 
purchase is hard: auction houses 
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The art of investment 
January 1988=100 


=== Auction price* of 
American School painters 
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operate a cash-and-carry system. 

But changes may be in store for the 
stodgy trade in fine arts. David Kusin, foun- 
der of Kusin & Company, an American con- 
sultancy devoted to the economics of art, es- 
timates the value of the global art and 
antiquities business this year at $17 billion. 
But, he says, this huge industry lacks a “fi- 
nancial infrastructure’—a gap he hopes to 
fill using the methods of modern finance. 

Tostart with, he is creating art-price indi- 
ces so that art can be compared with other 
investment-grade assets. Previously such 
measures suffered from two weaknesses. 
They left out works put up for auction that 
failed to fetch their reserve price—the auc- 
tioneer’s lowest acceptable bid for the work. 
Ignoring these so-called “buy-ins” can give a 
skewed picture of prices. Also data from pri- 
vate sales were often excluded. Mr. Kusin 
plans to include both types of transactions 
in his indices for 100 categories of fine art. 

Recently Mr Kusin used his data to esti- 
mate the investment performance of Ameri- 
can School paintings in 1988-98. The initial 
results are telling. One is that art prices are 
not highly correlated with stockmarkets. So 
investment in art might have a role to play in 
reducing risk in large portfolios. Another 
finding is that some art can be a terrible in- 
vestment, at least in the short term. His study 
of American School artists shows that, in ev- 
ery year since 1990, these paintings did worse 
than the sap 500 index of share prices. In- 
deed, in many years the average return on in- 








Putting an idle Picasso to work 


vestment in these paintings did not even 
keep pace with inflation. 

Of course, every artwork is, by defini- 
tion, unique. So, in contrast to the sàr 500 in- 
dex, which is simply a weighted average of 
share prices, art-price indices will still needa 
human touch. Influential critics can make or 
break demand for an entire genre. Apprais- 
ers’ estimates of fair value will be taken into 
account, so that prices that connoisseurs re- 
gard as absurd will be given little weight. 

The possibilities for the future are in- 
triguing. For example, will auction houses 
soon be able to hedge their profits by buying 
options that pay off when the art market isin 
recession? Will Chicago pit-traders one day 
speculate on Picasso futures alongside pork 
bellies? Are hedge funds about to invest in 
art as well as securities and property? 

Probably not is the answer to all three 
questions. But a more informed and efficient 
market for fine art should benefit most par- 
ticipants: collectors, middlemen, museums 
and even artists themselves. And, at the very 
least, better price information should re- 
mind collectors that they have a lot of idle 
capital hanging on their walls. That is some- 
thing banks and institutional investors 
would also do well to keep in perspective. 
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Ecuador's default 
Latin bondage 


OW can President Jamil Mahuad have 

been so inept? That is the question Ec- 
uador’s foreign creditors are asking follow- 
ing the Andean country’s decision to default 
on one class of its “Brady bonds” late last 
month. The arbitrary manner of the default, 
at a time when Ecuador still has reserves of 
foreign exchange, has enraged creditors. It 
means the country will get short shrift if it 
even considers raising money on the capital 
markets again any time soon. 

Ecuador’s total foreign debt is more than 
$13 billion. It had been clear that default was 
inevitable even before the end of August, 
when the country asked for one month’s 
grace. This had been reflected in the deeply 
discounted price of the bonds. Brady bonds 
are named after a former American Treasury 
secretary, Nicholas Brady, who helped put 
together a Latin American debt-restructur- 
ing plan in the late 1980s. They represent de- 
faulted loans repackaged as bonds, generally 
backed by us Treasury bonds. 

Ecuador has already been suffering from 
its new pariah status. Its currency, the sucre, 
now languishesat 14,635 to the dollar, against 
6,825 at the end of last year. Other Latin 
American countries have conspicuously dis- 
tanced themselves. On a visit to Japan this 
week, Carlos Massad, president of Chile’s 
central bank, insisted that Ecuador's trou- 
bles “will not be generalised.” Mexico and 
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the Philippines both bought back some of 
their own Brady bonds this week. Mexico 
even managed to issue new debt, at a lower 
spread over Treasuries, saving money. 

The rm, which is meant to be a friend at 
times like this, is lying low. It says it is waiting 
for action “on the fiscal side and the banking 
restructuring side” before releasing a stand- 
by loan, probably of $350m. During Uk- 


raine’s financial troubles, the Fund 
involved itself in meetings with in- 
vestors. In this case, however, the 
IMF İs telling Ecuador it ison its own 
in such meetings. Senior Fund offi- 
cials are exasperated at the variety 
of policies emanating from differ- 
ent Ecuadorean politicians. 

Nor will default be a way of 
avoiding tough decisions (as the 
country’s rowdy congress seems to 
believe). Paralysed by strikes, Ecua- 
dor’s economy is expected to shrink 
by 7% this year. Inflation is running 
at around 60% a year even though 
inflationary pressures were re- 
duced by the drastic measure, taken 
in the spring, of freezing domestic 
bank accounts, so holders could not 
withdraw their money. 

Before the default, Ecuadorean 
officials seem to have discussed their finan- 
cial predicament with only the ımF and the 
Treasury. Their apparent assumption was 
that holders of the $1.4 billion-worth of “dis- 
count” Brady bonds (backed by Treasuries as 
collateral) would be amenable to releasing 
the interest collateral (which amounts to two 
half-yearly payments). This would have 
temporarily, at least, “cured” the default and 





F THE dawn of the year 2000, now less 

than three months away, is causing jit- 
ters for the money managers in our poll, 
their anxiety is not evident in a flight to 
cash. Indeed their enthusiasm for shares is 
unabated: they still recommend a portfo- 
lio consisting of, on average, 54% equity, 
and just 4% in cash. This suggests they see 
little risk to share prices from potential mil- 
lennium-bug problems, and are not yet 
rushing tocash in their securities. 

For the second quarter in succession 
the member of our sample with the largest 
equity holding is Daiwa. It has cut its cash 
holdings by half from last quarter, because 
itis worried abouta possible rebirth of glo- 
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bought it 12 months’ breathing space. 

However, only an estimated 6-8% of 
bondholders supported this plan, not the 
25% needed. Instead, well over 25% voted for 
“acceleration”—makingall the bonds imme- 
diately due and payable. Moreover, because 
of cross-default provisions, Ecuador's $4.5 
billion-worth of other Brady bonds and 
$500m-worth of Eurobonds are now also in 
technical default. Acceleration does not trig- 
ger an immediate repayment of the collater- 
al backing the bonds’ principal. But it does 
open the way for negotiations on a new re- 
scheduling. It will also allow bondholders to 
file a claim on some of the country’s assets, 
such as, for example, proceeds from a future 
privatisation. 

So Ecuador needs to get together with 
the bondholders, who will demand that oth- 
er creditors share in a restructuring. In the 
meantime the only investors likely to be in- 
terested in Ecuador's bonds are opportunists 
hoping that courts will enforce judgments 
on Ecuador’s other assets that will make cur- 
rent bond prices look reasonable. Even these 
vultures may be over-optimistic. “Unless,” 
says Michael Gavin of Warburg Dillon Read, 
an investment bank, “they can pay with 
Confederate dollars.” 

a s 








Our quarterly portfolio poll 


bal inflation. But it also fears a slowdown 
in America, where it has lowered its equity 
position by ten percentage points. It has 
switched the money to Europe, where it 
sees brighter economic prospects. It is not 
alone in reducing exposure to the Ameri- 
can market. Standard Life, Robeco and 
Commerzbank have done likewise. 

In keeping with a bearish tendency to- 
wards American shares, sentiment to- 
wards the dollar also worsened slightly this 
quarter. An average of 48% of our fund 
managers’ assets are in dollar-denominat- 
ed paper, a fall of three percentage points 
since last quarter. Still, only one of our fund 
managers had a lower dollar-weighting 


than the 28% suggested by the Salomon 
Brothers world government-bond index. 

Our money managers had a second 
honeymoon with the euro this quarter. 
Five of the seven contributors were either 
overweight in euro-denominated bonds, 
or have raised their euro-weighting by 
more than five percentage points. The only 
contributor not smitten by the euro is 
Credit Suisse, which continues to avoid in- 
vestments in euro-zone debt. 

With the exception of Japan-based 
Daiwa, our contributors do not like yen 
bonds. Indeed, Julius Baer and Credit 
Suisse continue to shun them altogether. 
Overall, our sample was underweight in 
yen-denominated fixed-income securities, 
with an average 11% weighting. Japan’s re- 
covery still has its sceptics. 
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Stockmarket regulation 


Only connect 


NEW YORK 


Established stockmarkets say they fear electronic exchanges because they may 
bring market fragmentation. Or are they just scared of the competition? 


NNOVATION, like motherhood and ap- 

ple pie, is hard to oppose. Even so, when an 
industry is regulated, watchdogs often see 
change as a pain in the neck. Regulation is 
particularly pervasive in financial markets. 
So the recent burst of innovation in electron- 
ic share-trading systems is forcing regulators 
to grapple with a host of questions they 
would rather avoid. 

The cause is not technological change in 
itself. Rather, itis that the traditional regulat- 
ed marketplaces—the New York Stock Ex- 
change, the London Stock Exchange and so 
on—have tended to be slow and ineffectual 
in their embrace of new technology. As a re- 
sult, they have come under attack from new 
markets that are more technically advanced. 
For regulators, the question is how much en- 
couragement to give this new competition. 

In most industries, greater competition 
would be unambiguously welcomed. In fi- 
nancial markets, regulatory enthusiasm has 
been tempered by a fear: that markets will 
suffer from fragmentation. The aim of regu- 
lation is, in theory, to ensure the best possi- 
ble “execution” of a trade—ie, to make it easi- 
er to get the best possible price. The more 
liquid a market—the easier it is to switch into 
cash—the likelier this is. If all traders submit 
their buy or sell orders to the same market, li- 
quidity is maximised. Hence the fear that 
new competitors will drain liquidity from 
traditional markets, dividing big pools of li- 
quidity into many smaller ones. That would 
make traders and investors worse off. 

In Europe, where electronic trading has 
vanquished traditional floor-trading, tech- 
nology had until recently promised in- 
creased liquidity by reducing the number of 
markets. But the floundering of the planned 
alliance of the London, Frankfurt and other 
big European exchanges may now have 
made fragmentation more likely. Big institu- 
tional investors are exploring how to build 
on rival private electronic exchanges—such 
as TradePoint and om—to create pan-Euro- 
pean share-trading systems. 

Concerns about fragmentation are 
even more to the fore in America. Elec- 
tronic trading-systems such as Instinet 
and Island have recently grabbed a 
large chunk of trading in shares listed 
on Nasdaq (see chart)—the second-big- 
gest stockmarket in the world. Island and 
Archipelago, another “electronic commu- 
nication network” (EcN), have recently ap- 
plied to be regulated as “exchanges”, which 
would entitle them to compete for the cur- 
rently highly liquid business of trading in 


100 


shares listed on the New York Stock Ex- 
change’s Big Board. 

Arthur Levitt, chairman of the Securities 
and Exchange Commission, America’s main 
financial-markets watchdog, chewed over 
the issues of innovation and fragmentation 
in a recent speech. He argued that current 
technology may make it 
easier to achieve the twin 
goals—“once thought to be 
mutually inconsistent”—of 
liquidity and competition. 
But he also felt that some 
degree of regulatory inter- 
vention might be needed to 
make this happen. In par- 
ticular, it might make sense 
to set up a “consolidated 
limit order book” (cLos). 
This would bring together 
in one place all the limit orders (to buy or sell 
a specified number of shares at a specified 
price) submitted to individual markets. But 
would it make sense for traditional markets 
and new Ecns tojoin the same CLoB? 
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Market 
makers 70 


The technology of variety 

It may not be necessary anyway. It is quite 
possible that technology will allow the mar- 
ket to produce its own methods of linking ex- 
changes together to maximise liquidity. And 
because investors value liquidity, the bias of 
market forces is towards the consolidation of 
trading in one place, or at least to a place 
linked to many others. Moreover, nobody 
currently knows which, if any, of the recent 
market innovations will prove best. The 
danger is that by prescribing one particular 
solution, the sec would pick the wrong 
one—and trading would be less efficient 
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than if it had been left to market forces. 

It would be better for regulators, in 
America and elsewhere, to knock down ex- 
isting barriers to full-blown competition be- 
tween trading places. An obvious target 
should be Rule 390, which stops Nyse mem- 
ber firms from trading most shares listed on 
the Big Board except on regulated exchanges. 
Mr Levitt says the rule looks “more a barrier 
than a benefit”. But the nyse refuses to scrap 
it. Perhaps an antitrust investigation is need- 
ed; certainly, a similar investigation of the 
Nasdaq market opened the door to the ECNs. 

Without Rule 390, the nyse would be at 
the mercy of the ECNs. Its liquidity should 
give it a huge competitive advantage. But 
many of the nysr’s biggest 
users, such as Goldman 
Sachs and Merrill Lynch, 
have invested in ECNs, and 
might have an interest in 
switching their trading vol- 
ume to a market in which 
they have a bigger owner- 
ship stake. 

Both the nyse and Nas- 
daq are owned mutually by 
their members; because 
many of these members are 
threatened by new technology, they have 
held the markets back from embracing 
change. Both exchanges now want to be- 
come public companies—after which they 
would provide more effective competition to 
the ecns. Mr Levitt has “no intention what- 
soever” of opposing this—but says that be- 
coming for-profit firms brings the potential 
for conflicts of interest with the markets’ cur- 
rent self-regulatory functions. The London 
Stock Exchange, which also plans to shed its 
mutual status, has lost most of its regulatory 
functions, including, it was announced this 
week, the policing of listing requirements. 

Resolving such conflicts has long caused 
trouble for Nasdaq. This week it announced 
the formation of a new partial cos. It did 
not match up to the hype that Nasdaq lav- 
ished on it—a symptom of Nasdaq's internal 
tensions. Embarrassingly, the next day soft- 
ware problems caused Nasdaq to remove In- 
stinet and Island prices from its screens for 
several hours. “They've chosen to voluntarily 
fragment their own market,’ quipped 

Matt Andreson, who runs Island. 

Mr Levitt finds “intriguing” the idea 
of letting marketplaces set and enforce 
their own trading rules, while shifting the 

job of regulating members and sales 
\ practices in all markets to a single su- 

per-regulator. Nasdaq seems sympa- 

thetic to this; the nyse wants to keep its 
self-regulatory functions. Mr Levitt may 
be tempted to wait until the nyse and Nas- 
daq demutualise before removing remaining 
barriers to competition. But if he really wants 
best execution, he should take care not to cut 
off innovation in its prime. 
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There are scores of new designs for the international “financial architec- 
ture”. The G7’s approach, such as it is, leaves much to be desired 


HIS year’s meetings of the imFr and 

World Bank did little to suggest that the 
global financial system will soon be any 
safer. After the turmoil of the past two 
years, you might think that financial re- 
form was urgent. Ideas for change have not 
been lacking; a sense of urgency has. Re- 
criminations over Japanese monetary pol- 
icy, the muddle over Ecuador’s default and 
the creation of yet another G-something 
talking-shop were about as much as this 
year’s meetings could manage. 

There is a feeling that the crisis has 
passed, that lessons have been learned and 
that, for the future, more intelligent ad hoc 
action is a better bet than grand systemic 
reforms. Yet the world remains financially 
fragile, and the next crisis is not hard to 
imagine. Demands for the abolition of the 
mF and other proposals for the wholesale 
restructuring of the multilateral institu- 
tions are indeed ill-conceived in principle 
or unworkable in practice—but that does 
not excuse the failure to take some modest 
precautionary steps more promptly. 

What might these steps be? A report 
from a group sponsored by America’s 
Council on Foreign Relations is a useful 
starting-point*. The group of 29 assorted 
experts included Fred Bergsten, Barry Ei- 
chengreen, Martin Feldstein, Morris Gold- 
stein, Paul Krugman, George Soros and 
Paul Volcker. They disagreed on some 
things: in particular, Messrs Bergsten, So- 
ros, Volcker and others signed a dissenting 
view on the need for exchange-rate target 
zones for the dollar, euro and yen (most of 
the group thinks floating is best). But a con- 
sensus did form around a set of workable 
ideas for financial reform. Brief- 
ly, they are as follows: 

e Improve the incentives for 
good policy, by requiring the 
IMF toname and shame, by link- 
ing the interest rate that coun- 
tries pay on loans from the imF to 
the quality of their crisis-preven- 
tion efforts, and in other ways; 
Encourage holding-period tax- 
es on short-term capital in- 
flows in countries that have 
fragile financial systems; 

e Encourage private-sector 
burden-sharing, notably by 
introducing collective-action 
clauses in G7 sovereign bond 
contracts, and by requiring that 
any new sovereign bonds issued 
or traded in G7 markets have 
such clauses; 








 Discourage pegged exchange rates, and 
favour either “managed floating” or, in cer- 
tain circumstances, currency boards; 
Require the ımr to lend less freely, dis- 
tinguishing between “country crises” and 
“systemic crises”; 

s Sharpen the division of labour between 
the Fund and the World Bank, with 
the imF concentrating on macroeconomic 
policy and the Bank on the longer-term 
structural aspects of development; 

e Foster poor-country ownership of re- 
form by convening a special global confer- 
ence of finance ministers. 

With the possible exception of the last, 
which looks like just another excuse for de- 
lay, these ideas deserve to be taken up as 
soon as possible. Modest as the proposals 
may be—timid, even—they go further in 
many respects than the changes that G7 
governments appear to be contemplating. 
For instance, the official position on short- 
term capital inflows to financially fragile 
countries is merely to allow holding-per- 
iod taxes, not to encourage them. And 
whereas the group wants the G7 to set an 
example on collective-action clauses in 
sovereign bonds, the G7 is not keen (it 
would impugn the bonds’ quality). But the 
most important difference between the 
group’s view and the official view comes 
over IMF lending. 

The crux of the problem is familiar: 
moral hazard. If the Fund stands ready to 
lend huge sums to countries that get into 
trouble, those countries are less likely to 








adopt the difficult measures that may be | 
needed to stay out of it.On the other hand, 
once a country has fallen victim to a finan- 
cial crisis, the avoidable harm caused by 
failing to helpcan be enormous. How is this 
dilemma to be resolved? 

The group argues that, in ordinary cir- 
cumstances, smaller mr rescue-packages 
must be part of the answer. “Most mem- 
bers concluded”, says the group's report, 
“that many emerging economies will not 
build the crisis-prevention framework that 
is critical to greater resilience until they be- 
lieve they are more ‘on their own’ in coun- | 
try crises, and that smaller img loans are a 
necessary part of sending that message.” 

However, the group recognises that, in | 
certain circumstances, contagion can 
spread a crisis from one place to another, 
possibly to countries whose policies are 
not to blame. At times of systemic danger, 
much bigger sums may be needed to re- 
store stability. The resources for this, says 
the group, should be set aside in a new | 
“contagion facility’. It would be housed | 
within the Fund, but the governments con- 
tributing to it (and not the Fund itself) 
would assume the credit risk. 

This helps to resolve the moral-hazard 
dilemma. Unlike the Fund’s existing Sup- 
plementary Reserve Facility and new Con- 
tingency Credit Line, access to the conta- 
gion facility would require an explicit 
finding by a qualified majority of creditor | 
countries that the crisis was systemic. 
Moreover, in ruling to that effect, the con- 
tributing governments would be putting 
their own money, not the Fund’s, at risk. In 
short, access toextra cash would be granted 
more reluctantly than at present. Yet in a 
systemic emergency, access to the cash 
could be faster and more front-loaded— 
because an IMF programme 
would not be a condition of 
borrowing. The combination | 
of a higher threshold and faster 
delivery should the need arise 
is exactly right. 

An awkward question re- 
mains: how can you tell a sys- 
temic crisis from a country cri- 
sis? Often, admittedly, that will 
be difficult. But unless the sys- 
tem makes some effort to dis- 
tinguish between the two, it is 
hard to see how the grip of the | 
moral-hazard dilemma can 
ever be loosened. The idea is 
certainly worth a try. | 





* “Safeguarding Prosperity in a Global Fi- | 
nancial System”, Published by the Insti- 
tute for International Economics. 
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Japanese nuclear games 


TOKYO 


Japan’s nuclear-power industry likes to do things differently 


HE runaway chain reaction at the jco 

company’s uranium-processing plant in 
Tokaimura, nokm {70 miles) northeast of To- 
kyo, which bathed three workers with lethal 
doses of radiation, sent levels outside the 
plant soaring 4,000-fold, and forced local 
residents to flee their homes, could not have 
come ata more embarrassing moment for Ja- 
pan’s nuclear-power industry. Even as the 
Tokaimura plant was belching neutrons, a 
British freighter carrying mixed uranium- 
plutonium oxide (mox) fuel was docking at 
Takahama on the Japan Sea coast. Earlier in 
the week, its sister vessel had unloaded a 
shipment of mox fuel elements at Okuma 
on northern Japan's Pacific coast. 

Mox is at the centre of a second scandal. 
Even before the accident at Tokaimura, the 
industry had been reeling from news that 
workers at British Nuclear Fuels (net) had 
bypassed inspection procedures and falsi- 
fied data on batches of mox fuel pellets des- 
tined for Japan. 

Most nuclear reactors run on uranium 
oxide fuel. Natural uranium is a mixture of 
two isotopes (versions of the same element 
whose atomic nuclei have different weights). 
The nuclei of one of these, known as ™U, are 
inclined to break up, releasing energy, espe- 
cially when hit by a neutron. The break-up, 
known as fission, liberates more neutrons, 
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some of which may go on to break up other 
SU nuclei in a chain reaction. The uranium 
put into reactors is slightly enriched in U, 
so that there is enough of it to sustain a chain 
reaction. A second, commoner, isotope, *U, 
absorbs neutrons and turns into an isotope 
of plutonium, *’Pu. Spent nuclear fuel thus 
contains **Pu which, like U, can be em- 
ployed to fuel reactors (and, alsolike*™U,can 
be used as the explosive in a nuclear bomb). 
The manufacture of mox involves extracting 
this plutonium, and recycling it. 


Conversion factors 


Although snri swears there were no faulty 
pellets in the shipment that arrived in Japan 
last week, the Kansai Electric Power Compa- 
ny, which had planned to start loading the 
MOx into a reactor at Takahama, now says it 
will have to check all the pellets first. 
Undersized pellets could rattle around 
inside a fuel can and damage the inner clad- 
ding. Oversized ones could swell up and 
burst the cladding. Either way, a reactor with 
damaged fuel rods stuck in its core is the kind 
of nightmare that haunts operators of nucle- 
ar-power stations. Which raises an obvious 
question: why is Japan pursuing Mox at all? 
The official line is that Mox kills two 
birds with one stone. First, according to Ja- 
pan’s big electricity companies, using some 





MOx in their reactors cuts consumption of 
uranium by 25%. That, so the argument goes, 
reduces the country’s dependence on im- 
ported fuel. Second, using mox deals with 
the problem of what todo about the surplus 
of plutonium from spent fuel that Japan has 
accumulated over the years. Burning this as 
MOX keeps it out of the hands of those who 
might want to convert it into bombs. 

In this dedication to mox, Japan. is 
unique. Both America and Russia are em- 
ploying the technology asa way of getting rid 
of surplus plutonium from decommis- 
sioned nuclear bombs, but that plutonium 
had already been purified. By contrast, Ja- 
pan is one of the few countries left that are 
deliberately separating plutonium from the’ 
rest of the waste products of nuclear fission. 

Economically, this is insane. Repro- 
cessed plutonium is anything from 1% to 342 
times more expensive than the slightly-en- 
riched uranium used in conventional reac- 
tors. Strategically, too, itis dubious. Although 
Japan is building its own reprocessing plant, 
much of the work will still be done by fac- 
tories in Europe. And as a way of keeping 
plutonium out of the hands of terrorists and 
rogue nations, burning it as mox is definitely 
second-best to leaving it mixed with the oth- 
er highly radioactive material in spent fuel 
rods, and burying it. 

Japan’s nuclear programme has another 
odd feature. The country has clung on to its 
fast-breeder reactors, machines which were 
originally designed to manufacture plutoni- 
um as a product, rather than a by-product, 
but which have now been “rebranded” as 
particularly efficient ways of burning Mox. 

The accident at Tokaimura was caused, 
at least in part, because the plant was han- 
dling uranium that had been highly en- 
riched in ™U, so as to be used in a fast-breed- 
er reactor (see box on next page). Unlike 
conventional reactors, which use fuel whose 
uranium contains about 3% U, fast-breed- 
er reactors (so-called because they should 
produce more fuel than they consume), use 
fuel containing plutonium and highly en- 
riched uranium in their cores. Surrounding 
this is a blanket of *U, which neutrons from 
the core transmute into Pu. 

That is the theory. In practice, fast-breed- 
er reactors are scarcely worth the trouble. 
They have to be cooled with liquid sodium, 
rather than water. And liquid sodium is hard 
stuff to handle. Also, they fail to live up to 
their name—rarely producing a surplus of 
fuel. As a result, every other country that 
once had a fast-breeder programme has 
abandoned it. But not Japan. Even after a 
bad accident at the Monju breeder reactor in 
1995 (so bad that the reactor is still out of ac- 
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tion), the programme was not terminated. 
One small Japanese breeder, called Joyo, 
limpson. 
“In truth, then, neither mox nor fast- 
¿o breeder reactors make much economic 
<: sense, Their persistence, presumably, reflects 
the vested interests of the people who decid- 








ed to support them in the first place. But the 
existence of the Mox programme means that 
an awful lot of plutonium is kicking around 
in Japan. Five tonnes is already in storage 
there, and a further 24 tonnes remains in Eu- 
rope, waiting to be shipped over. And al- 
though fast-breeder reactors are not that 


good at turning out plutonium for fuel, what 
little they do produce is of very high quali- 
ty—weapons grade, in fact. 

Not that the Japanese government 
would have any use for such material other 
than the generation of electricity. Would it? 








All over in a flash 


TOKYO 


HE first thing the three technicians 

pouring uranium oxide solution into a 
precipitation tank at Tokaimura on Sep- 
tember 30th noticed was a blue flash. Then 
they began to experience waves of nausea 
and some difficulty in breathing. What 
they did not realise was that they had acci- 
dentally dumped in more than six times as 
much fissile uranium as they had meant to, 
| and had thereby triggered a runaway 
chain reaction. 

The blue flash they saw was the so- 
called Cherenkov radiation that is emitted 
when nuclear fission takes place 
under water. Unwittingly, they 
had built a makeshift nuclear re- 
actor—one with none of the 
shielding or safety controls that 
form part of more conventional 
reactors. In one sense, however, 
they were lucky. They poured in 
16kg of the solution. Had they 
poured in gokg, they could have 
built themselves an amateur 
atomic bomb. 
| The accident occurred during 
the final stages of a process for 
making uranium nitrate fuel for 
Japan’s experimental fast-breed- 
er reactor, Joyo. The production 
of uranium nitrate is normally 
carried outin two stages. In the first, dross is 
| removed from the raw uranium oxide (im- 
ported in this case from France), by grind- 
ing it into a powder and sieving it. In the 
second stage, the uranium-oxide powder is 
| dissolved in nitric acid (to produce urani- 
um nitrate), inside a cylindrical tower 
through which nitrogen gas is bubbled for 
three hours to agitate the mixture. The solu- 
tion is then filtered slowly into a precipita- 
tion tank, where the uranium nitrate is col- 
lected and waste water is pumped away. 


Bucket chemistry 

Unfortunately, jco, the company that op- 
erates the uranium-processing plant at To- 
kaimura, had quietly compiled a manual 
that encouraged workers to cut corners, 


the solution into the tower, the operators 
| were instructed to mix it by hand in what 
were, in effect, ten-litre stainless-steel 





quite illegally, to reduce costs. Instead of 
pumping carefully metered quantities of 


buckets. The operators then carried these 
buckets—once again by hand—to the pre- 
cipitation tank and tipped them in. 

The second error by the company was 
that the three workers making the fuel 
were woefully inexperienced, with two of 
them never having made Joyo fuel before. 
What they failed to appreciate, and what 
the company failed to tell them, was that a 
fast-breeder uses fuel that has a 19% con- 
centration of the fissile isotope of uranium, 
U, Ordinary nuclear reactors use fuel 
containing around 3% of the fissile isotope. 





That explains why they poured six times 
more uranium oxide into the tank than 
they should have done. 

The third mistake was that, because 
the workers were allowed to bypass the 
time-consuming mixing process in the 
tower, with its automatic controls for pre- 
venting such things happening, they were 
free to dump their material into a vessel 
that was not designed to prevent the accu- 
mulation of a critical mass sufficient to 
support a chain reaction. This is the point 
when neutrons released during the break- 
up of an atomic nucleus are more likely to 
hit and shatter other nuclei (thus releasing 
further neutrons), than to escape to the 
outside world—where they merely gener- 
ate Cherenkov radiation and tear up any 
living tissue that they pass through. 

Other things being equal, the more 
concentrated a solution of fissile material 
is, the smaller a storage tank needs to be in 
order to prevent a critical mass ever accu- 
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mulating accidentally. Because the materi- 
al the workers were handling wasenriched 
in U, the tank into which it was being | 
poured was too large. 

The fourth mistake was that the com- 
pany had insisted all along that, because 
the amount of nuclear material would al- 
ways be carefully weighed and therefore 
controlled, there was no chance of critical- 
ity ever occurring. And because such an ac- 
cident was impossible, the plant did not , 
need any form of containment. So, when 
the blue flash actually happened, not only 
were the three workers bathed in massive 
doses of radiation; the gamma rays re- 
leased from the reaction alsosentthe radia- | 
tion outside the plant soaring to 4,000 | 
times its normal level, forcing local resi- 
dents to be evacuated and more than | 
310,000 people living within a 1okm radius | 
to remain indoors for 24 hours. | 

Two of the three workers inside the 
plant received more than the lethal dose of 
seven sieverts (a sievert is the unit that | 
measures the intensity of radiation’s im- 
pact on the body). That is equivalent to | 
having been about three-quarters of a kilo- 
metre from the epicentre of the bomb that 
destroyed Hiroshima. Normally, people 
receive 0.003 sieverts a year from natural 
causes. Half of all those exposed instanta- 
neously to four sieverts die within 30 days. 
One of the workers in the accident received 
17 sieverts and a second, ten. The prognosis 
for the third worker, who got off with only 
three sieverts, is slightly more hopeful. 

A further 46 people were exposed to 
radiation as they sought to contain the 
problem. Working in shifts of a few min- 
utes at a time to keep their exposure levels 
within the annual limit, a maintenance 
crew smashed the pipework on the precip- 
itation tank to drain the water so that neu- 
tron-absorbing boron compounds could 
be pumped into the tank to bring the chain 
reaction under control. It was arrested at 
around six o'clock on the morning of Octo- 
ber ist, nearly 20 hours after the blue flash. | 

The International Atomic Energy | 
Agency has classified the Tokaimura acci- | 
dent, which was the worst in Japanese his- | 
tory, as level four on its seven-point scale, | 
making it the world’s mostserioussince the | 
level-seven disaster at Chernobyl in 1986. | 
Now the finger-pointing will begin, as the | 
industry closes ranks to protect Japan’s 
huge nuclear-energy programme—and its 
own livelihood. | 
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Mishaps in space 


Foolish, not 
ghoulish 


T FIRST it seemed that the great galactic 
ghoul, a mythical space-faring beast 
with an appetite for Mars-bound space 
probes, had struck again.On September 23rd 
America’s space agency, NASA, announced 
that it had lost contact with Mars Climate 
Orbiter, an unmanned spacecraft that was 
supposed to have gone into orbit around the 
planet that day. 

The spacecraft appeared to have suf- 
fered the same mysterious fate as almost a 
score of other Mars missions that have gone 
wrong over the years. Of the probes 
launched by the Soviet Union in the 1960s 
and 19708, six failed even to leave earth orbit, 
while another six suffered communications 
failures, crashed into Mars, or missed it alto- 
gether. Phobos 2, launched in 1988, went 
wrong just before an encounter with a Mar- 
tian moon. And Mars 96, launched after 
years of delays by the Soviet Union’s succes- 
sor, Russia, failed to leave earth orbit. 

Meanwhile, nasa has had its own share 
of problems. Mariner 3 ended up in the 
wrong orbit, Mariner 8 crashed into the At- 
lantic, and Mars Observer failed en route to 
Mars in 1993. It is easy to see why mission 
planners started, only half-jokingly, to talk 
about galactic ghouls. 

But then, on September 30th, it emerged 
that the loss of Mars Climate Orbiter was 
not so mysterious after all. It tumed out to be 
the result of a mix-up between the space- 
craft’s navigational team at the Jet Propul- 
sion Laboratory (JPL) in Pasadena, Califor- 
nia, and the team at Lockheed Martin in 
Denver, Colorado which was actually oper- 
ating the Orbiter. The jp. team was using 
metric units to quantify the force exerted by 
the probe’s thrusters. But the Lockheed team 
was using imperial units, so data passed be- 
tween the two groups were interpreted in- 
correctly. As a result, the Orbiter’s trajectory, 
which should have been fine-tuned by care- 
ful firing of its thrusters, was wrong by about 
8okm (50 miles) when it arrived at the planet. 

This tiny error proved fatal, because 
Mars Climate Orbiter was supposed to pass 
over the planet's surface at an altitude of 
140km. Instead, its altitude was 80km lower, 
and it is reckoned to have bumed up in the 
Martian atmosphere. Simple human error, 
then, not ghoulish interference, was to blame 
for the loss. 

This puts Mars Climate Orbiter into an 
altogether different (and more embarrass- 
ing) class of space mishaps. It includes, for 
example, the case of Mariner 1, an un- 
manned Venus probe launched in July 1962. 
A missing hyphen in one of its computer 
programs caused the probe to veer off 
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“course, and ithad to be blown up. 


Then there is the sad tale of the experi- 
ment carried out on the space shuttle Dis- 
covery in 1985, when the input of “+10,023” 
for the elevation of a mirror in a laser-track- 
ing experiment was interpreted as a distance 
in miles, rather than feet. Instead of being 
aimed at a point 10,023 feet above sea level, 
the mirror was pointed out into space. 

In1988 Phobos 1,a Soviet Mars probe, was 
sent a command sequence in which one cru- 
cial character was accidentally omitted, 
causing it to start tumbling in space. Since its 
solar panels were no longer facing the sun, its 
batteries ran down and the mission was lost. 
And in April this year, the upper stage of an 
American Centaur rocket failed when a 
guidance parameter was incorrectly entered 
as -0.199, rather than -1.99, with the result 
that the satellite it was carrying was placed in 
the wrong orbit. 

Given the danger of human error, per- 
haps it would be better to let spacecraft fly 


Microelectronics 


Getting cooler 


VANCOUVER 


HE microelectronics industry has al- 

ready gone to heroic lengths to keep 
churning out gadgets that get ever smaller 
without any loss of quality or performance. 
But continuous miniaturisation brings prob- 
lems beyond the mere practical difficulty of 
actually putting the tiny devices together. 

One such problem is overheating. As 
electronic circuits shrink, even the small cur- 
rents that they employ can heat them so 
much as to cause them, metaphorically, to 
seize up. Better ways of cooling such devices, 
therefore, are always welcome. And in a 
forthcoming issue of Applied Physics Letters, 
two physicists explain how one possible 
new method might work. 

George Kirczenow and Luis Rego, of Si- 
mon Fraser University in Vancouver, have 
reached back to a piece of high-school phys- 
ics to perform their trick. When a gas is com- 
pressed, it heats up. When it expands, it 
cools. That much is well known—and is, in- 
deed, the principle used to cool refrigerators. 
But the free electrons in a conductor or a 
semiconductor behave in many ways just 
like the molecules of a gas, even though they 
are actually contained within solid lumps of 
matter. Dr Kirezenow and Dr Rego found 
themselves wondering if manipulating the 
electrons in a miniature semiconducting de- 
vice could turn it, in effect, into a miniature 
refrigerator as well. 

Their calculations suggest that it could. 
The device that Dr Kirczenow and Dr Rego 
had in mind is called a semiconductor het- 
erostructure—a semiconductor sandwich 
made of a thin layer of aluminium gallium 








themselves. That is the idea behind Remote 
Agent,a fancy software system on board NA- 
sa’s Deep Space 1 probe. When it was tested 
in May, however, Remote Agent proved to 
contain an unexpected timing bug. So per- 
haps leaving humans in control is not such a 
bad idea after all. 





arsenide held between two thicker layers of 
gallium arsenide. Such heterostructures are 
widely employed to make the lasers in com- 
pact-disc players and retailers’ laser scan- 
ners. And they will become increasingly 
prevalent (and also smaller) as information 
technology switches from pure electronics to 
so-called optoelectronics, in which light is 
employed alongside electrons for the car- 
riage and processing of data. 

The different characteristics of the semi- 
conductors in the heterostructure mean that 
electrons get trapped in the middle of the 
sandwich. Here, they settle into a pattern 
that minimises their energy levels. But if a 
small electric field is applied across the het- 
erostructure, the electrons should “expand” 
from their low energy levels up into higher 
ones, thus cooling the device down. 

The most efficient cooling, according to 
the theory, should happen at achingly chilly 
temperatures that exist—on earth, at least-- 
only in laboratories. But Dr Kirczenow and 
Dr Rego reckon that some cooling should 
take place even at room temperature. And 
their mechanism is certainly simpler than 
others that have been suggested for reducing 
the temperature of miniature electronic de- 
vices. One proposal, for instance, involves 
using large, awkward magnetic fields to cool 
the electrons down. Another employs super- 
conductors (which really do work only at 
very low temperatures) to try to siphon the 
hottest electrons out of a device. In this case, 
however, the coolest idea might just tum out 
to be the simplest one. 


SCIENCE AND TECHNOLOGY 


Terminator genes 


Fertility rights 


Monsanto’s recent back-pedalling on the so-called terminator gene will not 
stop the development of similar technologies 


S NICKNAMES go, “terminator”—given 
to a set of gene technologies that affect 
plant fertility—is less than flattering. But it is 
catchy, and it has become a rallying cry for 
green groups and international aid agencies 
worried about the effect of genetically modi- 
fied crops on farmers in poor countries. Ac- 
cording to Vandana Shiva, a bioethicist 
based in New Delhi, terminator has become 
a byword for crop failure among impover- 
ished Indian farmers, who blame catastro- 
phes ranging from drought to insects on a 
gene technology that is in fact tucked away 
in American laboratories, in the early stages 
of development. 

Among those concerned about 
terminator is the Rockefeller Founda- 
tion, a philanthropic organisation 
based in New York. Earlier this year it 
voiced its objections to Monsanto, 
the firm that is about to gain control 
of the technology through its pur- 
chase of another American firm. On 
October 4th Robert Shapiro, Mon- 
santo’s boss, formally replied to the 
foundation. He promised not tocom- 
mercialise the genetic engineering of 
seed sterility, in effect terminating 
terminator. 

Given its parlous public image, 
Monsanto must be hoping that its 
move will buy it a little goodwill. The 
terminator technology has raised 
such interest in the industry, and 
caused such an outcry in society, because it is 
a neat and potentially powerful way for bio- 
technology firms such as Monsanto to pro- 
tect the intellectual property locked in ge- 
netically modified seeds. 

Terminator is a set of genes that act as a 
series of molecular switches. These switches 
are set off by achemical signal sprayed on ge- 
netically tinkered seed. Although the plant 
springing forth from that seed is healthy and 
can go about its business of producing grain, 
say, quite normally, the grain that it pro- 
duces will not grow if planted, because the 
activated terminator gene has killed off the 
seed’s reproductive bits. This means that 
farmers who want to grow a plant with the 
same genetically engineered traits next sea- 
son have to go back to the company for more 
seeds. 

This is not all that much different from 
farming practice in developed countries, 
where growers have long been used to buy- 
ing new hybrid seed every year. Souped-up 
hybrid crops, such as maize, bred through 
conventional techniques rather than high- 
tech genetic engineering, do not keep their 
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desired properties from one generation to 
the next because of natural genetic shuffling. 
However, poor farmers frequently cannot 
afford to buy new seed each season, so they 
take their chances and replant the best of 
their seed from year to year in the belief that 
a new plant that is not quite as good as its 
parent is better than no plantatall. 
Although Monsanto has promised to 
put its terminator-gene system in deep- 
freeze, the molecular switching that under- 
lies it remains a hot topic at many of the 
world’s leading agri-biotechnology firms. 
Among them is Zeneca, where researchers 
are working on a way of controlling male fer- 





Terminator, too? 


tility in maize for the production of hy- 
brids—a sort of green vasectomy that can be 
turned on and off at will. In traditional plant 
breeding, some inbred maize plants des- 
tined to be crossed with others have their 
male, pollen-producing tassels cut off to pre- 
vent self-fertilisation (maize is a horticultur- 
al hermaphrodite, carrying both male and 
female sex organs). This is an expensive and 
time-consuming operation in large, com- 
mercial fields. 

It would be better, according to Andy 
Greenland, head of Zeneca’s switch pro- 
gramme, to castrate these plants genetically 
and then spray on a chemical that can re- 
verse the process, returning “virility” only to 
selected plants that go on to fertilise desig- 
nated female plants. Zeneca does this by ge- 
netically engineering its maize to produce an 
enzyme, called ribonuclease, which inter- 
feres with pollen production. When it is time 
to make the plants male again, researchers 
spray on a chemical (which might also prove 
amoney-spinner for the company) to trigger 
the activity of another foreign gene that 
blocks the activity of ribonuclease and al- 


lows pollen production once more. Zeneca’s 
switch-hitting maize plants are now being 
tested to see how useful they are for hybrid- 
seed production. 

Switching is not only useful for sex 
changes. Because it allows precise control of 
the activation or silencing of genetic traits, Dr 
Greenland and others are testing their mo- 
lecular switches on such properties as insect 
or fungal resistance. For example, Zeneca has 
managed to switch the bt gene, which gives 
maize plants resistance to nasty insects, on 
and off using another chemical trigger. This, 
they hope, will help to overcome fears that 
continuous production of bt (as happens in 
current versions of the technology) actually 
promotes insect infestation rather than de- 
terring it, because it stimulates the evolution 
of resistance. Simon Best, former head of 
plant science at Zeneca, looks forward to the 
day when molecular switches might be so 
sophisticated that the process of infection or 
drought will itself be enough to turn on a ge- 
netically engineered resistance gene. 

That prospect is not quite as far 
off as yet another new fertility tech- 
nology, called apomixis. This process 
occurs naturally in some wild grass- 
es, notably relatives of millet. It al- 
lows the plants in question to repro- 
duce asexually, thus cloning 
themselves and creating seeds which 
are genetically identical to their par- 
ent. This would be a useful trait toen- 
gineer into hybrid crops, such as rice, 
so that the seeds could carry the 
same properties generation upon 
generation. 

The trick lies in identifying the 
genes which control the process. At 
the International Maize and Wheat 
Improvement Centre (cimmyt) in 
Mexico, and the French Institute of Research 
for Development, Yves Savidan and his 
group have spent the past decade trying to 
work out the genetic basis of apomixis. Using 
new genetic techniques such as molecular 
mapping, they have located a set of genes on 
one chromosome that appears to control the 
process in a grass species called Tripsacum. 
But how many genes there are, and their ex- 
act nature, are both as yet unknown. 

The institutes, however, are on the case. 
At the end of this month, they will announce 
a new research consortium with a number 
of other multinational agri-biotech firms, to 
pin down apomixis through the sharing of 
high-tech genomic tools and databases. Dr 
Savidan insists, though, that the partnership 
with industry will protect the interests of 
poor farmers and public-sector research 
centres, such as ciMMYT, as endorsed by a 
public declaration at Bellagio, Italy last year. 
Nobody wants a repeat of the terminator 
fuss, which seems to have pitched corporate 
interests against the welfare of farmers. 
Some matters are best terminated. 
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From the outside, 

it is hard to imagine what 
makes the Howard Plaza 
so different 

Upon entering, the 
atmosphere is luxurious, 
yet welcoming-the stoff 





3 warm and informative 


Classical decor and old-world finesse belie 
a modern framework. This is the only hotel 
in Taiwan to provide an IDSL fast Internet 
connection to every room. The surprising 
thing is that they thought of making the line 
separate, so it doesn’t jam your phone 

So, it's not just the technology that is unique 


Being well connected, the Howard itself lies 
in Taipei's central business district, a stone's 
throw from the TICC exhibition centre 


Shuttie buses, arranged courtesy of the hotel 


ARIAT will take visitors directly there, in minutes. 
6 ) Thoughtful and efficient, putting quests 
SZ. needs first, at the Howard Plaza Hote! Taipei 
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Pius XII, the wartime pope, is the century’s most controversial pontiff. A new 
biography will further fan the flames 


HILE Jews were dying all over Nazi- 

occupied Europe, the man in the Vati- 
can kept his silence. Why Pius XII chose todo 
so has never been properly explained, either 
by his critics or his defenders. Now those 
defenders, led by Pope John Paul II, are cam- 
paigning for his beatification and elevation 
tosainthood. John Cornwell’s book is meant 
to throw a spanner in the works. 

Mr Cornwell did not set out to prosecute 
the pontiff; his earlier writings led the Vati- 
can to believe he would be a safe pair of 
hands, and he was given unprecedented ac- 
cess to Vatican papers, Yet his campaign 
against Pius XII begins right on the cover. The 
provocative title, “Hitler's Pope”, is one 
thing; the photograph (shown above) quite 
another, though this has hardly been re- 
marked on. It shows Eugenio Pacelli, as he 
was then known, gliding down the steps of 
the presidential palace in Berlin, respectfully 
flanked by soldiers of the Wehrmacht. The 
dust-jacket gives the year as 1939; immedi- 
ately the picture has a smell of complicity, of 
papal easiness in the company of brutes. Yet 
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this picture is in fact from much earlier, as is 
evident, on closer inspection, from the age of 
the pope and the lack of Nazi insignia. It is 
1927, and Pacelli, recently appointed papal 
nuncio in Munich, has just presented his 
credentials to President Hindenburg. 

Mr Cornwell may not wittingly have 
made this mistake, Perhaps it was his picture 
researcher. Yet the same tendency to make 
exaggerated, even false, connections colours 
an otherwise fascinating book. This is dan- 
gerous, because the subject of the Catholic 
Church and the Holocaust—the burden of 
his study—is one that needs dispassionate 
handling. And it is a pity, because Mr Corn- 
well,a professional historian, thoughtful Ca- 
tholic and vivid writer, has a solid case that 
he spoils by intemperance. In effect, he 
blames one man for events in which, though 
he played a major role, he could scarcely 
have exercised control. 

Mr Cornwell says in the introduction 
that he could not help it. As his work wenton 
he became progressively horrified, until he 
ended up “in a state of moral shock”. Inter- 


mittently through the book, he explodes in 
disgust at his subject or in appeals for Ca- 
tholics to apologise for what happened to 
the Jews. It is with a sort of relish, in the end, 
that he describes Pius XII's imperfectly em- 
balmed body farting and eructating in its 
coffin, turning grey-green, the blackened 
nose at last falling off, as if finally reflecting 
the years of inveterate political corruption. 

His first indictment is simply stated. As 
the Vatican's secretary of state in the 1930s, 
Pacelli went to great lengths to negotiate a 
Concordat with Germany. Under the terms 
of the Concordat, finally struck with Hitler 
in 1933, the nghts of the Catholic Church 
were to be preserved and respected. In re- 
turn, the Catholic Centre Party, which held 
the balance of power in the Reichstag and 
had voted for the Enabling Act giving Hitler 
decree power, was “voluntarily” to disband 
itself. 

This is a fair summary. But Mr Cornwell 
spoils it by greatly overmagnifying Pacelli’s 
role. By agreeing to the silencing of German 
Catholics, Mr Cornwell charges, Pacelli re- 
moved the only effective focus of German 
opposition to the Nazi regime and, eventual- 
ly, to the policy of wholesale extermination 
of the Jews. There is something in this. Hitler 
wanted the Concordat because he needed 
the Catholic Church in Germany on his side 
and politically neutered; Pacelli wanted it to 
assert the rights of the Church, especially 
over episcopal appointments and religious 
education, which had been in jeopardy 
since Bismarck’s day. Both men were pleased 
with what they got, and believed they had 
won. Pacelli was doubtless impressed, as 
others were, with the Nazi regime's orderli- 
ness, its stridency against communism and 
the new hope it was giving to Germans: its 
neo-paganism was awkward, but still to be 
preferred to the red tide to the east. Dealing 
with this regime was not in itself (to use 
papal language) an occasion of sin. 

Yet Mr Comwell thinks it left German 
Catholics unable to resist the increasing evil 
of the regime, which therefore triumphed. 
Certainly it silenced their party in the Reich- 
stag. To claim it did more, though, is to make 
the astonishing assumption that German 
Catholics were completely unified and 
would have opposed Hitler en masse. Plain- 
ly, they did not. The country was one-third 
Catholic; many fell for Hitler's speeches 
with their onslaughts on communists and 
Jews. Mr Cornwell himself notes that by 1939 


HitLer’s Pore: THe Secret History 
oF Pius XII. By John Cornwell. Viking; 
430 pages; $29.95 and £20.00 
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a quarter of the ss were Catholic: not merely 
reluctant voters or followers-on, but thug- 
gish enthusiasts. 

Mr Cornwell's second indictment is that, 
as the Jews were first victimised and then liq- 
uidated across German-occupied Europe, 
the pope said nothing. His predecessor, Pius 
XI, in his encyclical “Mit brennender Sorge” 
(With Burning Anxiety) of 1937, had con- 
demned in the most general terms the ex- 
cesses of the Nazi regime. Pius XII—perhaps 
seeing how much that mild rebuke had an- 
gered the Germans—did not even goas far as 
that. 

Pius XII never condemned either Hitler 
or the Nazis by name. Even more strikingly, 
he never mentioned specifically the suffer- 
ings of the Jews, though he was perfectly 
aware of them and though many people, 
both clergy and lay diplomats, pleaded with 
him constantly to issue a public condemna- 
tion. In October 1943, the Jews were rounded 
up in Rome itself; the cattle trucks drove past 
St Peter’s, the tiny shivering hands of the in- 
carcerated children hanging through the 
slats, so that the ss officers who had been 
drafted in could see the sights of the Eternal 
City. The pope, safe in St Peter’s, still said 
nothing at all. 

How can this crime be explained? For it 
was a crime, whether of culpable omission 
or deliberate blindness. Popes assert a spe- 
cial authority on matters of right and wrong 


Paul Gottlieb, president 
of Harry N. Abrams, 
does not care if he never 
sells a single copy of 
“African Ceremonies” 
(Abrams; $150 and £95). 
Just to have published it, 
he says, is gift enough. 
This remarkable, and 

| certainly unrepeatable, 

| two-volume record of the | 
vanishing ceremonies 
that have given Africa so 
much of its spiritual 
wealth is the work of 
photographers Carol 
Beckwith and Angela 
Fisher, an American and 
an Australian who met 
in Kenya in 1978. Since 
then, they have shot 43 
ceremonies in 26 coun- 
tries, including the now 
virtually extinct Eunoto 
initiation rite for Masai 
warriors in Kenya and 
the Karo peoples’ court- 
ship dance in south- 
western Ethiopia (see 
right). The result is the 
true culmination of two 
lives’ work. 


112 






derived from God. Pacelli knew better than 
anyone the universal claims of the Church 
and its moral authority; his family had been 
Vatican lawyers for generations, and he him- 
self had worked all his life to increase the in- 
fluence of the Holy See. After the war, he mo- 
bilised his forces like an army to take on 
communism; prayers were said from one 
end of the world to the other for the conver- 
sion of Russia. Against evil dictators on the 
right, though, he seemed to have no weap- 
ons but subterfuge and silence. 

Mr Cornwell explains this in two ways. 
First, Pacelli, an authoritarian himself, rel- 
ished and respected the authoritarianism of 
Hitler. The book puts side by side pictures of 
the Führer and the pope at rallies, revelling in 
the adulation of the faithful: an irresistible 
pairing, though scarcely a fair one. At the 
time of the negotiation of the Reich Concor- 
dat, Mr Cornwell portrays the two men as 
bride and fiancé, with the bride (Pacelli) rath- 
er haplessly trying to hold her husband to 
the previously agreed terms. The other rea- 
son for his silence was not unconnected. Pa- 
celli, Mr Cornwell insists, was an anti-Sem- 
ite, not merely believing that the Jews should 
help themselves but sympathising, at a deep 
level, with their removal from the scene. As 
proof of this he cites an account written by 
Pacelli in 1919 of a left-wing uprising in Mu- 
nich led by Max Levien, “Russian and a Jew. 
Pale, dirty, with drugged eyes, vulgar, repul- 


sive, whining repeatedly that he was in a 
hurry and had more important things todo.” 

This is the only direct evidence Mr Corn- 
well offers. It is not good enough; not merely 
because it was recorded from someone else’s 
first-hand observations, but because it is the 
standard, universal racism of those years, 
the sort of thing that T.S. Eliot and Graham 
Greene would write without a second 
thought. To detach remarks like this from the 
death-camps is now impossible; but in 1919, 
though despicable, they carried no such 
weight. Bolsheviks and socialists—many of 
them Jews—were seen by conservatives as a 
rootless threat to public order all over Eu- 
rope. Pacelli doubtless also felt the anti-Juda- 
ism of his Church:a prejudice so routine and 
so long established that a lost encyclical 
“against” racism, drafted just before the war, 
continued to assert that the Jews had reaped 
“worldly and spiritual ruin” from the killing 
of Christ. Pacelli was an anti-Semite in that 
sense; there was scarcely a member of his 
Church who was not. 

As the book proceeds, it is clear that par- 
tisanship—on either side—is too blunt a tool 
to be used for this story. Faced with perhaps 
the most evil regime the world has seen, 
many decent men behaved in ways that 
seem inexcusable in retrospect. Pacelli—one 
of these—evidently thought his first duty 
was to preserve and enhance the power of 
the Church, not to jeopardise it. He was 
aware that the Germans had reacted furious- 
ly to “Mit brennender Sorge”, mild as it was. 
The Catholics of Europe were his concern; 
the Jews were not, and it was probably un- 
conscionable for him to intercede for them 
in public (though not, as some Jewish leaders 
have recognised, to encourage help for them 
in secret). Pacelli’s apparent excuse (he did 
not quite state it explicitly) was that he feared 
reprisals against Catholics if he condemned 
the Final Solution. This hardly exonerates 
him in modem eyes; but it would have been 
more than good enough for him. 

Pacelli was an extraordinary combina- 
tion: a man of the world who was also out of 
it. He travelled widely, loved new technol- 
ogy—developing Vatican radio as an effec- 
tive propaganda tool—enjoyed fast cars, and 
flew when he could. An aide once discov- 
ered him writing a lecture about gas central 
heating; Orson Welles, after a private audi- 
ence, reported that the pope had wanted to 
know all the hot Hollywood gossip. Yet his 
life in Rome was one of extreme asceticism 
and solitude: a breakfast of warm milk, ex- 
tended periods of prayer, a walk in the gar- 
dens during which he required not to see an- 
other soul, sleep at last in an iron-frame bed. 
Before public appearances, his hands would 
be doused with antiseptic lotion to avoid 
transmission of germs. 

One English visitor thought, when he 
smelt this “early-morning, dewy smell”, that 
it was perhaps the odour of sanctity. Alas, 
no. The cause of Pacelli’s beatification and 
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eventual canonisation is dear to the present 
pope, also an avowed anti-communist. But 
the smell that still wafts around Pacelli is of 
the lotion that distanced him, despite his vir- 
tues, from the dangers of human feeling and 
human love. 


Changing 
perceptions 


THE HOLOCAUST IN AMERICAN Lire, By Pe- 
ter Novick. Houghton Mifflin; 373 pages; $27. 
(To be published in Britain, in February 
2000, as “The Holocaust in Collective Memo- 
ry”. Bloomsbury; £17.99). 


THE AMERICANIZATION OF THE HOLO- 
caust. Edited by Hilene Flanzbaum. Johns 
Hopkins; 270 pages; $48.50 and £40 


N 1977 the Shorenstein Centre at Harvard 
University published a research paper 
pointing out that while references to the 
Holocaust in leading American newspapers 
declined sharply after the summer of 1945 
and remained at a low level for more than 
two decades, in recent times there has been 
far more discussion of the Holocaust than 
at the time its full horror first became 
known. In the 1990s, the Nazis’ attempt at 
the destruction of the Jewish people be- 
came a central preoccupation, not just of 
American Jews, but of Americans generally. 
A number of historical processes ex- 
plain why the Holocaust demands the at- 
tention of generations who did not experi- 
ence it. (Someone says rather unkindly of 
Art Spiegelman, the creator of the concen- 
tration-camp cartoon, Maus, that he was a 
survivor not of the camps but of a New 
York suburb, Rego Park.) One explanation 
is that American Jews are now confident, 
influential in media and politics, and no 
longer afraid of anti-Semitism. Another, 
paradoxical, reason may be that Jews in 
America are now threatened with extinc- 
tion, not by persecution, but through as- 
similation and intermarriage. Many Jewish 
leaders have certainly seen the memory of 
the Holocaust as a stronger tie to remind 
the young of their Jewishness than Hebrew 
classes or fund-raising. 

This elevation of a uniquely shameful 
event in the history of Europe into a source 
of religious inspiration and even of nation- 
al pride for Americans has happened as a 
result of successive surges of interest. For 20 
years after 1945, American Jews enjoyed 
what they recall as golden years of accep- 


tance in society, impressive material 
affluence and a quite extraordinary cultural 
rayonnement. 


From the end of the 1960s on, two 
things in particular, at least for many Jew- 
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Spielberg’s saint 


ish leaders, threatened the Jewish refuge in 
America: the threat to the survival of Israel 
represented by the Arab attacks in the 1967 
and 1973 wars; and the rise of black anti- 
Semitism in inner-city neighbourhoods 
where increasingly middle-class Jews were 
being demographically jostled by African- 
Americans. 

The biggest single event bringing aware- 
ness of the Holocaust to the general Ameri- 
can public (after the bowdlerised “Diary of 
Anne Frank” in the 1950s) was the showing 
in 1978 of the nsc mini-series, “Holocaust”. 
(It was in part a network response to the 
success of the mini-series about slavery, 
“Roots”, shown to a huge audience by anc 
the previous year.) A number of other mov- 
ies and tv series kept up the pressure, cul- 
minating in Steven Spielberg's 1993 film, 
“Schindler's List”. There could be no greater 
testimony to the quasi-sacred status of the 
Holocaust in modern America than the fact 
that when “Schindler’s List” appeared on 
television a couple of years later, it did so 
uninterrupted by advertising. 

In the meantime, Jewish leaders and 
communities in a number of cities were 
pressing for their own local Holocaust mu- 
seums to be built. Jimmy Carter, whose 
overtures to the Arabs had infuriated Jew- 
ish leaders and fundraisers, was persuaded 
by his advisers to agree to the establish- 
ment of the us National Holocaust Memo- 
rial Museum. It opened in the Mall in 
Washington, the holy of holies of the Amer- 
ican secular religion, in 1993. 

It has been called a Jewish national ca- 
thedral, but it has become something quite 
different. It rubs shoulders as an equal with 
the monuments to Washington, Lincoln 
and Jefferson, and competes with the 
White House, the Capitol and the Smithso- 
nian Museum for the attention of tens of 








thousands of visitors every week. The Ho- 
locaust, in fact, has become one of the key 
symbols of modern America. In a pluralist, 
commercial society, it is not surprising that 
it has been the excuse for excruciating vul- 
garity (the Terezin cookbook), as well as the 
occasion for aggressive political manipula- 
tion, not least by black leaders such as Lou- 
is Farrakhan who compare the sufferings of 
the Jews under Hitler unfavourably with 
the suffering of Africans under slavery. 

It has become the focus of mythology 
and the rewriting of history. In the myth, it 
was American armies that freed the survi- 
vors; British and Russian involvement has 
been forgotten. A more significant myth is 
that the state of Israel came into existence 
because of the Holocaust, though as Peter 
Novick shows in his admirably cool and 
careful account, the story was a good deal 
more confused than that. 

Now, however, as Mr Novick argues, 
and many of the excellent essays in Hilene 
Flanzbaum’s collection (which focuses 
more on the Holocaust in culture) illustrate 
in detail, the Holocaust has been inter- 
nalised by American culture as a symbol of 
idealism and a confirmation of American 
exceptionalism. For tens of millions of new 
Americans who can relate personally to the 
United States as a refuge for the persecuted, 
it has special resonance. 

For Jewish Americans, there are many 
reasons for remembering the dead, and one 
of the best is to deny Hitler the posthu- 
mous victory that would be assimilation. 
For American society as a whole, and for 
the rest of the world, there is the reassuring 
paradox that the world’s strongest power 
has become a society that now elevates for 
admiration not square-chinned rough rid- 
ers, but victims. 


MOREOVER 
Ronald Reagan 


Biography of an unreal man 


Dutcu: A Memoir OF RONALD REAGAN. By Edmund Morris. Random House; 874 pages; 


$34.50. HarperCollins; £24.99 


HE greatest sin, theologians teach, is 

that of despair. Edmund Morris’s book 
stands as a monument to it. Deep into his 
13-year odyssey through the life and mind 
of Ronald Reagan—at about the time of the 
Liberty celebrations in 1986—Mr Morris 
suddenly felt his subject was not there. The 
half-hour sessions he was allowed, as the 
official biographer, in the Oval Office (pain- 
fully recorded in these pages) produced 
only rambling Hollywood tales in answer 
to his questions. Mr Reagan showed no 
particular interest in any other subject or 
person, except his beloved Nancy. Amiable, 
courteous and twinkly-eyed, he was a per- 
fect blank. As Mr Morris had noted years 
before, “One gets the feeling that only the 
smoothest, most processed grain can be 
blown into that shallow loft.” 

Or did Mr Morris really write those 
words? The reader is unsure because, in a 
tactical shift which has caused an uproar in 
America’s literary and political worlds, the 
desperate biographer decided to write in a 
handful of fictional characters who might 
get closer than he had done. Thus Mr Mor- 
ris’s fictional boyhood self brushes against 
the “wet sleeve” of Mr Reagan at a football 
game; his fictional Hollywood-scriptwriter 
self keeps “wartime diaries” (scrupulously 
tracked in the footnotes) in which he com- 
ments on the rising star of s movies; his fic- 
tional son stalks, in a gloomy imitation of 
Camus, through the Berkeley protests that 
Mr Reagan suppressed with clubs and tear- 
gas when he was governor of California. 

Mr Morris insists that this fakery (he 
does not call it that) helped him. It does 
nothing to help the reader. On the contrary, 
he or she wants to commit murder every 
time one of these spurious creatures flits 
across the path. To create a lie, and then to 
back up the lie in footnotes and index, is 
unforgivable deception. 

Nor was it even necessary. There was 
more than enough material and dozens of 
friends, enemies and acquaintances to talk 
to, without inventing more. Mr Morris is 
deft at pinning people down with precise 
little jabs of colour, and he etches Nancy 
Reagan with a needle dipped in acid. Per- 
haps he felt he could not do this except un- 
der the false colour of semi-fiction: perhaps 
his inventions gave him, appropriately, 
Dutch courage. 

In fact, Mr Reagan was a gift of a sub- 
ject, one every bit as rich as Theodore Roo- 
sevelt (with whose biography, or the first 
volume of it, Mr Morris won a Pulitzer 
prize). This was a man who bestrode the 
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world while remaining, himself, serenely 
unchanged and almost unconcerned. He 
occupied the most powerful office on earth, 
while being convinced that Armageddon 
would come from the east and that most of 
the world’s pollution was caused by decay- 
ing vegetation. At times he failed to recog- 
nise cabinet members and his own chil- 
dren. His diaries and letters, however, were 
models of clarity and his speeches perfectly 
delivered. He dealt in utter certainties, un- 
compromisingly expressed to allies and en- 





Gorbachev saw sunshine in his eyes 


emies alike: yet at the G7 meeting in 1983, 
for which Mrs Thatcher thought he had 
“plainly done his homework”, he had pre- 
pared by watching “The Sound of Music” 
in his pyjamas. 

Mr Morris is entranced by these contra- 
dictions, and tries in every way he can to 
express the stark contrast between Mr Rea- 
gan’s light personality and the sheer weight 
of what he accomplished. He pictures him 
as a glacier moving over the landscape, 
gouging it deeply before he melts away, or 
as a dark body in space; one night he even 
seeks him in the stars. For a time, much of 
America had the same perplexed and senti- 
mental fascination with the man. Dismiss 
as nonsense, if you like, Mr Morris’s remark 
that the “immense insularity” of Mr Reagan 
is the reflection of the prairie that spreads 
around his childhood home in Dixon, but 
bear in mind that when Mikhail Gorbach- 
ev first met the president in Geneva, in 1985, 
what he saw in his eyes was “sunshine and 
blue sky”. 

Some readers may feel that Mr Morris’s 
imaginative flights (one places the author 
in a dirigible over Dixon, looking out for the 


boy Reagan practising football in the street) 
are on a par with his fakery. Not so. To fol- 
low the biographer as he struggles to find 
his subject is fascinating, and is legitimate 
because both the biographer and his 
thoughts, however bizarre, are authentic. 
But the thoughts of an invented personage 
are not worth the paper they are written on. 
That is the line Mr Morris has crossed. In 
crossing it, he forfeits the trust of his audi- 
ence in the whole enterprise on which he 
has embarked. 

It could be argued that the author's con- 
stant presence (not to mention his psy- 
chobabble and bad poetry) is also an af- 
front to the notion of biography. He, or his 
editors, seem to have feared this them- 
selves; this might explain why the book, no 
longer billed as official or authorised, is 
now merely “a memoir”. Yet there is no 
such thing as a biography that is perfectly 
detached from its subject. The most avow- 
edly neutral biographers still filter and ar- 
range information. And they write from the 
viewpoint of their own age: Victorians with 
a sense of grand purpose, 1990s scribes with 
an obsessive eye for sex. In most biogra- 
phies, the authors’ opinions pervade the 
text, as do their love or scorn for the subject. 
And why not? Historically, some of the best 
biography—Suetonius on Augustus, Bacon 
on Henry VII, Boswell on Johnson—has 
been passionately committed. 

It is not always instructive, however, 
and nor is Mr Morris. Those who want a 
blow-by-blow analysis of the revolutionary 
1981 budget must content themselves with 
the interesting thought that David Stock- 
man, the budget director, told Mr Reagan 
directly that his maths did not add up. (Mr 
Morris enthusiastically credits Mr Reagan 
with the present economic boom, forget- 
ting the nasty dip under his successor and 
the horrors of trillion-dollar deficits.) Those 
who want in-depth coverage of the arms- 
control negotiations will get instead what 
Mr Morris saw through half-open doors. 
Mr Reagan’s two campaigns for the presi- 
dency each barely rate a page, and the Iran- 
contra scandal that came close to scuttling 
him is covered in a few diary jottings and 
one confused news conference. 

The strength of this book lies elsewhere: 
not in facts or figures, but in the very elu- 
siveness of its peculiar subject. What Mr 
Morris has done is to present on paper the 
first virtual presidency. Ronald Reagan act- 
ed his part, living, as Mr Morris points out, 
only in the present: “Yesterday’s take is in 
the can..,tomorrow’s lines must be got by 
heart.” This was a president who came to 
life on screen, often to superb effect: igno- 
rance transmuting into strength, trivia into 
greatness. And Mr Morris, despite his ill- 
advised excursion into outright fiction, has 
nevertheless produced a moving and per- 
ceptive account of this unreal creature. 
mn = 
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T A restaurant in Dusseldorf 
in the 1950s Akio Morita was 
served with a bowl of ice-cream 
decorated with a miniature para- 
sol. The friendly German waiter 
pointed out that the paper bauble 
was made in Japan. For Mr Morita 
it was a disheartening experience: 
that the world associated “made 
in Japan” with trinkets and cheap 
imitations. For the rest of his 
working life he sought to prove to 
foreigners that “made in Japan” 
meant originality, quality and 
value for money. Keizo Obuchi, 
the Japanese prime minister, gotit 
right when he said this week that 
| Mr Morita was “the engine that 
pulled the Japanese economy”. 

At heart, the man who made 
Sony a worldwide name was a 
tinkerer. He retained a childlike 
curiosity in pulling things apart to 
see how they worked. Even back 
in the 1930s his wealthy parents 
had many of the trappings of 
| western life:a car plus all the elec- 
| trical appliances of the day. The 

teenage Akio spent hours dis- 
mantling the family record-play- 
er and rebuilding it. His other pas- 
sions were physics and mathe- 
matics. In the second world war, 
while serving in the Japanese na- 
vy, he met a fellow enthusiast for 
| technology, Masaru Ibuka. In 
1946, the two started a telecom- 
munications company called To- 
| kyo Tsushin Kogyo, with 20 em- 
ployees, the precursor of Sony. 

As things turned out, Mr Ibuka looked after research and prod- 
uctdevelopment while Mr Morita went out to raise the money and 
sell the goods. Mr Morita’s great early coup was to persuade Ameri- 
ca’s giant Western Electric to license its transistor know-how to his 
tiny firm (a move that infuriated Japan's powerful trade ministry, 
which was by-passed). After his chastening experience in Dussel 
dorf, Mr Morita journeyed on to Eindhoven in the Netherlands 
where the great Dutch electrical group, Philips, had its headquar 
ters. Here was a company in a small country that had created a glo- 
bal brand. “If Philips can do it,” he wrote home to Mr Ibuka, “per- 
haps we can also manage.” 








| Astaris born 

Clearly, the tongue-twister, Tokyo Tsushin Kogyo, had to go. Mr 
Morita combined the Latin word for sound, sonus, with the Eng- 
lish expression “sonny-boy” to give an impression of a company 
that was full of energy and youthful exuberance. Keeping things to 
essentials underlay many of Mr Morita’s creative decisions. In the 
late 1970s he asked the engineers at Sony to build a miniature stereo 
sound system. People could listen to music while exercising, he 
said. The Walkman has become synonymous with Sony, and im- 
mensely profitable. Sony charges a hefty premium for the creative 
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Akio Kyuzaemon Morita, the man who 
made Sony, died on October 3rd, aged 78 





content its brand name implies. 

There were disasters too. The 
Betamax video recorder was one. 
Though considered marginally 
better than the vs recorder 
launched a year later in 1975 by 
the Japan Victor Company (both 
were based on an American de- 
sign), the Sony version left little 
room for future improvement. 
Worse, Mr Morita upset manu- 
facturers who wanted to make 
the Betamax recorder by driving 
too hard a bargain. The vus de- 
sign prospered and Mr Morita’s 
Betamax lay dead in the water. A 
foray into Hollywood in 1989 also 
tumed out to be an ill-judged, 
costly adventure. With that, the 
man who built up Sony as a glo- 
bal enterprise almost brought it to 
its knees. 

Mr Morita gave the impres- 
sion of being a contradiction. 
Those close to him speak of the 
two sides to his personality. There 
was the strict Japanese tradition- 
alist, the eldest son of a 300-year- 
old sake-brewing family in Na- 
goya whodisinherited his own el- 
dest son, Hideo Morita, for 
marrying without his consent. To 
the outside world he was a jovial, 
talkative and incandescent perso- 
nality who illuminated a room 
and fired imaginations. It was an 
act Mr Morita worked hard to 
perfect. With his tanned skin 
from skiing and tennis, bluish 
eyes, rare among Japanese, and 
mane of white hair parted in the middle, he looked the dandy. 
Hideo Morita called his father a “consummate performer” whom 
noone outside the inner family ever saw unmasked. “He had toact 
as the most international-understanding businessman in Japan,” 
was how the son described him to John Nathan for his book, “So- 
ny: The Private Life”, published in September. Like Soichiro Honda 
and other entrepreneurs of his generation, Mr Morita embraced 
the outside world, America especially, because there was so little to 
be exploited in post-war Japan. The domestic market was sewn up 
by pre-war giants such as Toshiba, Hitachi, Mitsubishi and relative 
newcomers like Matsushita. But embracing the outside world did 
not mean that Mr Morita enjoyed it. 

He had to subjugate his traditional sense of decorum; he had to 
learn not only to speak English but also to think English; he had to 
learn to say yes or no when the weight of a dozen generations of 
family tradition pressed him to be ambivalent. On occasion, he 
misread foreign sensitivities. He tried to prevent the English trans- 
lation of a book, “A Japan That Can Say No”, of which he was co- 
author with a right-wing politician, Shintaro Ishihara, and subse- 
quently distanced himself from it. Mr Morita’s lifelong campaign 
toembed Sony in the hearts and minds of foreigners seems to have 
been a painful struggle. He bore the pain well. 
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Unless you are from a specialist background, it is unlikely that you will have acquired the financial knowledge 
and skills now demanded of senior managers. 

You may find that you need to make strategic decisions using accounting information, measure customer 
profitability or identify the key components of shareholder value. The Financial Seminar for Senior Managers will 
equip you with a sound knowledge of financial principles which you can put into immediate and practical use. 
After the programme, you will be able to decode published financial statements, complete financial analyses, 
carry out project appraisals and valuations, set financial objectives and use financial analysis to project future 
company profit and cash flow. In other words, you will acquire a thorough understanding of accounting and 
corporate finance. 

These days a senior management position usually means financial responsibility. After this programme, you will 
be ready to take it on. 
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A Henley MBA is in a class of its own. 
All the study is designed to be relevant and 


in most cases immediately applicable. 


If you’re launching 
into an MBA, 

we make sure of 
one thing. 


Where possible we use live case studies, we 
won't just swamp you with theory. 
So when you return to work you will be 
able to put the experience and knowledge 


gained to immediate use. 


Being an international business school 
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and respected throughout the world. 
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The John F. Kennedy School of Government 
is launching an exciting new degree program, 
the MPA in International Development. 


Prepare yourself to make 
a difference in the world. 


RIGOROUS AND INTENSIVE, the MPA/ID 
represents a breakthrough in development 
education, combining depth in economics 
training (at the PhD level) with a cross-dis- 
ciplinary approach to solving the most critical 
problems facing the world. 


TAUGHT BY A WORLD-RENOWNED 
FACULTY, including economist Jeffrey Sachs 
who envisioned the program, the MPA/ID 
aims to promote sustainable economic 
growth with equity and social justice in an 
interdependent world. 


FOR EXCEPTIONAL, MOTIVATED PEOPLE 
from all over the world with strong math and 
economics backgrounds, the program will 
deepen and expand analytic skills through 
intensive course work and offer real-world 
experience through summer internships in 
international settings. Students will develop 
the tools to become leading development 
analysts and practitioners. Our career services 
staff will help launch graduates into rewarding 
development careers. 


Classes begin in September, 2000. 
Applications are due by January 3, 2000. 
Full and partial scholarships are available. 


For more information on the MPA/ID or 
the one-year Mason Fellows Program for 
mid-career professionals from developing 
and transitional economy countries, contact: 


SCHOOL OF GOVERNMENT 

Office of International Development Programs 
79 John F. Kennedy Street 

Cambridge, MA 02138 

phone: 617-495-2133, fax: 617-495-9671 
e-mail: idprograms@ksg.harvard.edu 
http://www.ksg-harvard.edu 





THE ECONOMIST OCTOBER GTH 1999 









INSEAD 














Executive Education Portfolio 
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is currently constructing its Asian campus in Singapore, 


scheduled for completion in October 2000. Top Management Programmes 
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The new campus will welcome executives in our with peers to develop their vision and leadership skills. 
programmes, house a section of our world renowned 
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leader in global executive education, 
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doors.” Fax: (310) 471-6456. E-Mail: admissions@pwu.com 


hitp:/Awww.pwu-hi.edu 






























APPOINTMENTS 


SOUTH BANK 
UNIVER Y 
"LONDON: 






Research Fellow — 
Financial Stability 


Lessons for Applicant Countries to the EU 
from the Recent Currency Crises 


BUSINESS SCHOOL 
SALARY £19,721 P.A. (FIXED TERM TWO YEAR APPOINTMENT) 

We are seeking a suitably qualified economist to work on this new, 
internally funded research project under the direction of Professors 
Panicos Demetriades and David Mayes. 

Informal inquiries may be made to Panicos BDemetriades- 
+44 (0)171 815 7012 or email demetrpo@sbu.ac.uk 

An application form and further details are available from the Human 
Resources Department, South Bank University, 103 Borough Road, London, 
SE1 OAA. Telephone +44 (0)171 815 6223 (24 hour answering service) or 
email sharpeb@sbu.ac.uk Please quote reference number RF/FS. 
Closing date for the request of applications 15 October 1999. 

South Bank University is a dynamic institution at the heart of London, only minutes 

away from the professional, social: and cultural facilities of the capital, 
An Equa! Opportunities Employer w 


ENTRAL TO YOUR SUCCESS 





Universitat 
Konstanz 


An der Fakultat fiir Verwaltungswissenschaft (Kennziffer 99/098) ist 
zum 1. Oktober 2000 eine 


C4-Professur »Regionalpolitik und 
Regionalékonomie« 


zu besetzen. 


Voraussetzungen/Anforderungen 

Der/die künftige Stelleninhaber/in soll das Fach im Diplomstu- 

| diengang Verwaltungswissenschaft und in den politikwissen- 

|. schaftlichen Studiengängen (Magister und Staatsexamen) in 
Forschung und Lehre vertreten. Kandidaten und Kandidatinnen für 
diese Professur sollten durch einschlagige Publikationen in inter- 
nationalen Fachzeitschriften hervorgetreten und bereit sein, an 
einem geplanten Sonderforschungsbereich mitzuwirken. 
Die Universitat bemüht sich um die Beseitigung von Nachteilen, 
die für Wissenschaftlerinnen im Bereich der Hochschule bestehen. 
Sie strebt eine Erhöhung des Anteils von Frauen in Forschung und 
Lehre an und begrüßt deshalb die Bewerbung von Frauen. 

: Bewerbungen mit den üblichen Unterlagen werden. bis zum 
15. November 1999 an den Vorsitzenden der Berufungskommis- 
sion erbeten: Prof. Dr. Gerald Schneider, Fakultät für Verwaltungs- 
wissenschaft, Universitat Konstanz, Fach D 86, D-78457 Konstanz. 
Schwerbehinderte werden bei entsprechender Eignung vorrangig 
eingestellt. 


Private Client Portfolio 
Management Company 


Established in 1993 in Zurich, with minority 
institutional shareholders, the Company seeks Senior 
Officers for its London subsidiary. With at least five 
years experience in both client and investment 
management, the successful candidate would now wish 
to join a growing and collegial company environment. 


Candidates must have had exposure to managing 
equities and fixed income securities in the UK and 
overseas, as well as proven skills in marketing and 
communicating effectively with an international private 
clientele. 


Compensation will include significant profit-sharing 
participation. 


Please reply to: 


Box Number 4097 
The Economist Newspaper Ltd 
25 St James’s Street 
London SW1A 1HG 
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Terra Nova AB 5 weden) - 


“RWA International Ltd (UK). 


Experienced Team Leader 


Preferably Swedish nationality, required immediately for successful, 

ongoing participatory rural and community development programme 

in Southern Africa. Must be available to start by December Ist, 1999, 
Recent applicants to either company need not re-apply. 


Please submit full CV by October 15th to Mrs Lesley Sharp, Beckets 
House, 34 Market Place, Ripon, North Yorkshire, HG4 1BZ, UK 
E-mail: rwaripon@rwainternational.com Fax: (+44) 1765 600344 


CALIFORNIA, BERKELEY 94720-4740. 


University. of California, Berkeley, an open rank (tenure-track or tenured) position, 

starting } July 2000, for a Geographer who specializes in the study of East Asia. 

Primary field of research should be in environmental, economic, cultural, historical, or 
urban studies. A commitment to excellent scholarship and first-rate teaching is 
expected: The campus is also searching for a new director for its Institute of East Asian 
Studies. The director must be a tenured Berkeley professor and is released from part of 
his or her teaching duties for a five-year, renewable term. Applicants for the 
professorship who also wish to be considered for the directorship should so indicate in 
their tetter of application. Applicant must have a Ph.D. upon assuming the position. 
Submit a letter of application, a curriculum vitae, and the names of three references and 
their addresses by 30 January 2000. 

Apply: Michael Johns, Chairman, Department of Geography, 505 MeCone Hall, 
Berkeley 94720-4740. 


The University of California is an Equal Opportunity, Affirmative Action Employer. 


GEORGIA 
CAPITAL MARKETS DEVELOPMENT 
COMMISSIONERS FOR THE NATIONAL SECURITIES COMMISSION 


: The Government of Georgia, together with the assistance of USAID and the World Bank, 
is. interested in procuring the services of two experienced securities market regulators to 
serve as Commissioners for the recently established National Securities Commission. 
Georgia’s Law en Securities Market, as amended in June 1999, envisages the possibility 
of two expatriate Commissioners for periods of one and two years respectively among the 
five person Commission. 


USAID's project in support of Georgia's capital markets development began in January 
1998 and is expected to continue through September 2000. Generally the project covers 
assistance in the following areas: (i) budding the regulatory capability that the National 
Securities Commission would need to oversee its markets; (i) developing a mechanism 
for securities trading, including the institutional and systems development required to 
build a modern stock exchange; Uli) creating and developing a depository system; (v) 
increasing public awareness and training of market participants and regulators. 


The Commissioners shall be required to participate in all formal deliberations by the 
body of five commissioners of the Commission which shall include, inter alia, the 
following matters: (a) adoption of essential regulations to implement fully various 
provisions of the Law on Securities Market, including but not limited to, regulations for 
licensed stock exchanges, depository institutions, self-regulatory organizations, issuers of 
securities, and other market participants; (b) the granting or denying of license 
applications submitted by entities or persons regulated directly by the Commission: (c) 
authorization of investigations and inspections to determine compliance with applicable 
laws and regulations; (d) initiation and conclusion of enforcement actions, including the 
imposition of administrative sanctions in appropriate instances; (e) the referral of 
egregious breaches of the regulations to Georgian criminal authorities for investigation 
and prosecution; (f issuance of interpretive and policy statements: (g) review and final 
action on proposed rule changes submitted by licensed stock exchanges, depository 
institutions, and self-regulatory organizations; (h) review and approval of the 
Commission's annual budget along with material changes in organizational structure 
and/or the division of responsibilities among various departments; (D establishing 
essential operational policies; (j) defining the Commission’s role in the delivery of 
training; and (k) the review and approval of the examinations administered by the 
Commission staff to qualify individuals for participation in the securities business in a 
licensed capacity: The Commissioners shall also provide technical assistance in a mentor 
capacity tothe. three Georgian commissioners. 





Shortlisted candidates will be required to travel to Georgia for final interviews. 


CVs should be sent to the following address and should be received by November 5, 
1999, 


Ms. Cari Votava (ECSPF) 
Room H6-481 
The World Bank 
1818 H Street NW 
Washington DC 
USA 26433 
Email: cvotava@worldbank.org 
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Anyone wanting to play a part in shaping the future has to 
dare the unusual, be ready to face challenges and conquer 
the market with new ideas and concepts. Deutsche Post 
(DP) is ideally equipped to do just that. DP has successfully 
restructured its traditional business sectors and is going 
public in 2000. The current challenges DP faces are to 
develop new products and services (such as e-commerce 
and supply chain management), internationalize, intensify 
IT utilization and offer enhanced quality to its customers. 


Deutsche Post Consult International (DPC), a recently established Deutsche Post subsidiary, is marketing Deutsche Post 
experience and know-how to an international audience, The range of tasks includes both consulting on, and active involvement in, 
the launch and further enhancement of modern postal services worldwide as well as preparing and implementing strategic 
cooperative partnerships, management contracts, joint ventures and investments. 


On behalf of the Bonn-based DPCL, we are seeking to recruit a number of new employees: 


Consultants on Postal Cooperation/ 
Mergers and Acquisitions eteren no. on-1 


Your main focus will be on implementing projects relating to cooperation with foreign postal companies as well as the 
acquisition of such companies. Specifically, you will participate in the definition and execution of pending tasks, act as the 
coordination point for your colleagues at Deutsche Post, DP’s service providers and the employees of foreign postal companies. 
You will assume responsibility for producing documentation on outcomes, presenting and facilitating discussion of those 
outcomes. You will also play a role in generating new contracts. 


Having graduated in business administration or completed training at a comparable level, you will have several years of 
professional experience under your belt either as a consultant or in the relevant department of an international enterprise. You 
have excellent English skills and ideally command of at least one other major world language, preferably Spanish. Experience in 
the postal sector and in business appraisal would be an advantage. The ability and willingness to engage in active and effective 
communication round off your personal profile. 


Consultants on Postal Regulation meteren noon 


Collaborating closely with your colleagues and the staff of government departments and postal companies abroad, you will 
work to a large extent independently on consulting projects relating to the creation and/or enhancement of regulatory systems 
governing postal markets outside Germany. 


After graduating in law, economics or business administration or training at a comparable level, you will have gained several 
ALIN F ) 
years of professional experience in a regulatory authority and/or as a consultant. 


For further details regarding the area of responsibility and the requirements profile, see the job description above (Reference 
No. 011-498). Given the international focus of this work, it is essential that candidates for both positions be willing to travel 
abroad. 


For further information regarding these positions, please contact Mr. Armin Saidoun (Tel.: +49 228182 3840) or Mr. Markus 
Altenhoff (Tel.: +49 228 182 2461), Send your application, stating your salary requirements and earliest start date, to: 

Deutsche Post Consult GmbH, Personalmanagement Neue Geschäftsfelder, Bonn-Center, Bundeskanzlerplatz 2~10, 53113 Bonn. 
URL: http:// www.deutschepost.de; Email:a.hanisch@deutschepost.de 


Mark your application clearly with the appropriate reference number. 


Deutsche Post Ag 
= INTERNATIONAL : 
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RAINEQ 


Research Action & Information Network for Bodily Integrity of Women 
915 Broadway, Suite 1109, New York, N.Y, 10010 
Tel: (212) 477-3318 Fax: (212) 477-4154 
E-mail; rainbg@aol.com WEBSITE ; www.rainbo.org 


Director of US office 


We are an International NGO working on issues of women’s health and human rights in 
Africa and among African Immigrant communities in the West. We have a rich diversity 
of nationalities and cultures in our staff and Board with strong African leadership. We 
have offices in New York and London and representatives in several other countries. The 
director will manage and lead the US based operations including liaison with UN and 
other International Agencies, provide technical assistance to the African Immigrant and 
International programs and maintain and expand the US funding base. S/he will work 
under the supervision of the Board and President to expand the future work of the 
organization. 

Qualifications: the successful candidate would have a higher degree in health. sciences, 
law ov public policy, is familiar with women’s health and rights issues, have at least five 
years experience in program design and management, is fluent in English with 
professional level writing skills. Experience with fund raising and financial management 
is essential. A long term living experience in Africa is desirable. 

Expected start date Feb Ist, 2000 

Salary: Negotiable, competitive benefits. (This is a US based appointment with no 
relocation or home leave benefits. Assistance with HIB work visa possible). 
Correspondence to Search Committee with: c.v., writing sample, salary requirement and 
three referees by October 5, 1999. 


ARCADIS Eurocensult and ARCADIS BMB Management Consultants are 
looking urgently for Regional Managers to support their growing worldwide 
operations. Current areas of interest include, but are not limited to, South 
and South-East Asia and Eastern Europe. Possible duty stations are Dhaka, 
Jakarta. and Moscow. The ideal candidates should have: 


a background in consultancy in such areas as land and water 
development, human resource development and/or institutional 
development; 

at least ten years of professional experience with key donor agencies, 
including EU, World Bank and Asian Development Bank; 

proven qualifications in strategic and (financial) business planning; 

a strong track record in business development and sales management, 
complemented by the ability to motivate project staff, as well as excellent 
inter-personal and reporting skills; 

fluency in English; skills in other languages such as Bahasa and/or 
Russian would be an added advantage. 





ARCADIS Euroconsult, with its head office in the Netherlands, is a 
prominent international consultancy company concentrating on rural and 
urban development. We supply services and transfer know-how to countries 

‘in. Africa, Eastern Europe, Latin America, Asia and the Central Asian 
Republics, and have done so for the last 45 years. Some 320 of our 400 
employees work in over 100 development projects worldwide in close 
cooperation with public and private organizations. We combine expertise 
and experience in seeking lasting solutions to problems encountered in the 
standard of living, with safeguarding the environment and contributing to 
economic prosperity. ARCADIS BMB Management Consultants is an affiliate 
of ARCADIS Euroconsult, concentrating on institutional development. 






l Cape Town, South Africa 
: i The Department of Management at the University of the Western Cape is an 


innovator in professional business education for experienced employees 
and undergraduates from previously disadvantaged communities. 


As Professor, you will lead us to excellence and further innovation in 
business education, particularly at graduate level. Ideal candidates could be 
@ a well-established academic with a PhD, business school experience, and 
an impressive publications or consulting record, or m a dynamic 
entrepreneur or successful executive with an MBA and some experience in 
graduate business education. You will need expertise in two of the 
d following areas: strategy, finance, general management, small to medium 
a 


Your written/e-mailed application, including detailed curriculum vitae, 
should be addressed quoting Ref. No. 9912 a.s.a.p. to: 
ARCADIS Euroconsult, Personnel Department, attn. Mr A. Peters; a 
Fax: +31 (0}26 3577577 or e-mail: PSO@arcadis.nl 





Chief Executive 
World Class Zoo Group 
Victoria, Australia 





enterprises. You will be encouraged to develop a high profile and strong ties 





Attractive Remuneration/Relocation Package 


Melbourne's three world-class Zoos seek a Chief Executive Officer with proven leadershi 
the vision and the energy to take the Zoos into the next century as leaders in the community, 





skills, 





The Zoos, all cultural icons in Victoria are committed, within the conservation and research 

| arena, to providing outstanding educational and entertainment experiences for their combined 1.5 
million. visitors, and the vast wider audience now available through technology and media. With 
the future in mind, the Zoos are embracing and integrating innovative technologies and 
multimedia applications, completing exciting new experience developments, initiating new broad 
based education programs, and imaginatively building new funding relationships. 








The CEO will be responsible for building and delivering the new vision for the future of the 
Zoos, as well as managing and improving the existing day-to-day operations and programs. 
Reporting to a progressive Board, the CEO will manage a US$18/Aus$27 million business and 
nearly 300 staff. The ideal candidate will be renowned for an outstanding track record of 
achievement, a personal hallmark of innovative leadership, and strong communication skills - all 
within a competitive and commercial environment. 
The Position 
Bringing vision, leadership and energetic management to development of the existing 
business, and the creation of new programs, projects and ventures. 
Successfully managing a multi-campus operating structure offering differentiated products to 
a wide range of audiences while maintaining the highest standards of animal husbandry and 
veterinary care. 
Developing the financially sound operation using existing and new fund raising initiatives. 
Motivating, attracting, retaining, and training quality staff to support future developments at 
the Zoos. 


The Requirements 


Praven leadership experience and achievement in senior executive positions. 

Expertise in developing and implementing new programs in comples organisations. 

Passion, commitment and an affinity with the objectives of conservation, the preservation of 
endangered wildlife and habitats. and research. 

Demonstrated initiative and innovation in delivering new exhibits and programs, linking 
education and entertainment with technology and multimedia applications to deliver superior 
experiences for the audience. 

Exceptional interpersonal skills including ability to negotiate and communicate effectively, 
internally and externally, within a high profile environment. 








For a detailed specification, please contact Ple 
William Mutholiand or Karen Burnham on 
61 03 9634 4588, 

www.kfselection.com 


respond by 22 October quoting reference 

D} in the subject line via email: 
kfs.mel@ikornferry.com or by fax 61 3 9650 9161, 
written applications to Korn Ferry International, 
Level 51,101 Collins St 
Melbourne VIC 3000 AL 
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ARuark CAPE 





with the business community, including consulting work. 
JÀ To submit your application and resumé (with at least 3 contactable ref- 
erees) please contact Bill Sewell of Anchor International Management 
Services, telephone: +27 21 421-1190, fax: +27 21 419-1174, 
e-mail: anchorms@iafrica.com by 18/10/99. 
AL 







FLORIDA STATE UNIVERSITY 
DeVoe Moore Eminent Scholar Chair 


Florida State University is seeking an individual to fill the DeVoe Moore Eminent 
Scholar Chair, There is preference for an individual with an area of specialization in 
public finance or in related public policy areas, bur scholars in other fields will be 
considered as well. This endowed Chair will be located in the Department of 
Economics and will be affiliated with the Universiry’s DeVoe L. Moore and Family 
Center for the Study of Critical Issues in Economic Policy and Government, 
Candidates must have a distinguished and continuing record of scholarly research 
and publication as well as a commitment to the Department’s teaching, mission. 
Florida State hopes to fill the Chair by Fall 2000. Screening the first round of 
candidates is scheduled for Fall 1999 with applications being accepted until the 
position is filed. Female and minority candidates are particularly encouraged to 
apply. Florida State University, a public records agency pursuant to Chapter 119 of 
the Florida Statutes, subscribes to equal opportunity and pluralism and complies 
with the Americans with Disabilities Act. All eligible candidates are invited to apply 
by providing a curriculum vitae, letters of recommendation, and related materials. 
CONTACT: The DeVoe Moore Search Committee, 

Department of Economics, 

246 Bellamy Building, 

Florida State University, 

Tallahassee, 

FL 32306-2180, USA. 
Further information on the Economics Department can be found at 
hetp:/ /www.fsu.edu/~economic/. Additional information on the DeVoe Moore 
Center appears at http: / Awww.fsu.edu/~policy/. 
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The office of Gas and Electricity markets has been created by the amalgamation of the offices for gas 
supply (Ofgas) and electricity regulation (OFFER) to promote effective competition across both 
industries. And by so doing to ensure that customers receive genuine value and choice. Taking 
responsibility for industries that account for more than 3% of Britain's GDP and which affect the lives of 
everyone in the country is both exciting and challenging. Ofgem has a number of economist posts - at 
various levels - for suitably qualified persons who would relish working in a stimulating environment 
which offers real career opportunities. 


All of the positions are high profile, intellectually challenging and require significant levels of 
conceptual thought. You will also have many opportunities to put your skills into practice, whether you 
are representing Ofgem at national industry meetings, helping to shape policy, monitoring and 
reporting market changes or managing projects. 


Examples of available posts include the following: 


Senior Managers (SEO equivalent) c.£23,000 


The Competition and Trading Directorate is central to the elimination of anti-competitive behaviour 
throughout the gas and electricity supply chain. You will analyse the development and regulation of 
the competitive market. An essential part of this role is the ability to generate and apply new ideas. 
This high profile position will involve representing Ofgem publicly. Ref: 629/E 


Managers (HEO equivalent) c.£17,000 


As part of the Transportation Pricing team, you will be involved with the economics of regulation, price 
control mechanisms, optimal auction design, access charging and tariff structures. As well as working 
closely with academics and consultants you will represent Ofgem at industry meetings and attend and 
speak at conferences and seminars. Ref: 630/E 


Assistant Managers (EO equivalent) c.£15,000 


For Assistant Economists at graduate entry level, you will be responsible for undertaking economic 
analysis and interim review work within the gas and electricity markets against agreed economic 
objectives. These entry roles are seen as development opportunities within a key influential 
department. Ref: 626/E 

There may be an opportunity for suitably qualified economists to transfer to the Government Economic 
Service. 

The salary may be varied to reflect the qualifications/experience of the successful candidates. These 
appointments are intended to be permanent, however fixed term appointments and secondments will 
also be considered. 


For further information and an application pack, please ring our dedicated Response Line on 
0800 072 4545, quoting the appropriate reference number(s). 

Closing date for dispatch of application: 22nd October 1999. 

Closing date for receipt of application: 29th October 1999. 
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Fax: 





USA/Canada 
Europe 
Asia / M. East / Aus 














The 


[OB HUNTING INTERNATIONALLY’ 
Executive $75K-500K+. Career searching into, within or out of 


Asia / Europe / M.East / U.S.? Contact for Free Info & Critique 
www.careerpath.co.uk 
+1 202 4781698 


+44 20 75048280 
+66 2 2674688 





Email: 
cpamerica@careerpath.co.uk 
cpeurope@careerpath.co.uk 
cpasia@bkk.loxinfo.co.th 


Economist 


TO ADVERTISE WITHIN THE 
CLASSIFIED SECTION, CONTACT: 


Stephen Welch 


New York 
Tel: (1-212) 541 5730 
Fax: (1-212) 247 1325 
Email: StephenWelch@economist.com 


Will Wilkinson 


London 
Tel: (44-171) 830 7000 
Fax: (44-171) 830 7111 
Email: WillWilkinson@economist.com 





The Carter Center, an action- 
oriented, interdisciplinary, non- 
profit institute chaired by former 
U.S. President Jimmy Carter, 
seeks an individual well-versed 
in the dynamics of program- and 
project-related fund raising. Re- 
porting to the Director of Insti- 
tutional Development, the CDO 
plans, directs and conducts fund 
raising and contributes to strate- 
gic planning for programs at The 
Carter Center related to peace 
and/or health. Responsibilities 
include prospect identification, 
cultivation, solicitation and stew- 
ardship. Individual must travel 
extensively to meet with donors, 
which include development 
assistance agencies (foreign and 
U.S.), foundations, corporations 
and multilateral organizations as 
well as individuals. This position 
requires at least 10 years of 
relevant program fund raising 
experience, Experience working 
with international programs and 
agencies is also required. 





































Please send letter of interest and 
resume to: The Carter Center, 
HR, One Copenhill Avenue, 
Atlanta, GA 30307. E-mail: 
scallah @emory.edu. Fax (404) 
420-3818. AA/EOE 
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The Trustees of the Houblon- 
Norman Fund invite applications for 
Research Fellowships tenable at the 
Bank of England during the 
academic year 2000/2001. The 
appointment will be for full-time 
research on an economic or 
financial topic of the candidate’s 
choice, preferably one that could be 
studied with particular advantage at 
the Bank of England. The length of 
the appointment will be by 
agreement with successful 
applicants, but will not normally be 
less than one month, nor longer than 
one year. Senior Fellowships will be 
awarded to distinguished research 
workers who have established a 


reputation in their field. Fellowships 
will also be available for younger 


post-doctoral or equivalent 
applicants, and for these, preference 
will be shown to British and other 
EC Nationals. The award will 
normally be related to academic 
salary scales. 


Application forms (to be returned no 
later than 30 November 1999) and 
details are available from the 
Secretary of the Fund, 

Miss Margot Wilson, 
Secretary's Department, HO-1, 
Bank of England Threadneedle Street, 
London, EC2R 8AH. 

E-mail: 
margot.wilson@bankofengland.co.uk 
When applying, please indicate in 


which publication you saw the 
advertisement. 















Funds are available for research support. 


Further particulars can be obtained from Alison Bateman, the 
Secretary to the PRF Competition, Nuffield College, Oxford OX1 1NF. 
E-mail: alison.bateman@nuf.ox.ac.uk. Applications must be received 


by 26th November 1999. 


The College Exists to Promote Excellence in Education 
and Research, and is an Equal Opportunities Employer. 


2 


<> 


Fellowships of approximately eight months are offered to Ph.D. 
candidates to carry out their doctoral research in a subject area 
closely related to one of the following current thematic areas of the 
UNU/IAS: (i) Eco-restructuring for Sustainable Development; (ii) 
Mega-cities and Urban Development; (iii) Multilateralism and 
Governance and (iv) Information Technology/Virtual Universities. 
Applicants must be at the dissertation stage of their Ph.D. and their 
home university must have accepted their research topic. Successful 
applicants will carry out their research in Tokyo under the 
supervision of UNU/IAS faculty members and/or affiliated 
UNU/IAS network scholars. Language proficiency in English is 
required. Fellowship awards include a monthly stipend, subsidized 
accommodation, and a return ticket between Tokyo and the fellow’s 
country of residence. Please note that residing at the UNU/AAS 
guesthouse for the period of the fellowship is a prerequisite of the 
from developing 


programme. Applicants 
particularly encouraged to apply. 


Application: Fellowships commence in the winter, spring/summer 
and fall of each year with the following respective deadlines: 20 
November 1999 for the Winter session 2000 (February/March), 
1 April 2000 for the Spring/Summer session 2000 (June/July) and 
20 July 2000 for the Fall session 2000 (October/November). 
Application forms can be downloaded from the UNU/IAS WWW | 
(http://www.ias.unu.edu), 
(phdfellowship@ias.unu.edu) or by writing to the address below. 
Candidates must complete an application form and provide the 


homepage 





= NuFFIELD COLLEGE 
OXFORD 


Post-doctoral Research Fellowships 


Applications are invited from graduates from any country wishing to undertake 
research in the social sciences. The main interests of the College are in Economics, 
Politics and Sociology, but these are broadly construed to include, for example, recent 
history, social and medical statistics, econometrics, intemational relations, and social 
psychology. Candidates should normally, by 1 October 2000, have completed, or be 
close to completing, a doctoral thesis. To be eligible, candidates should not, by that 
date, have spent more than a total of eight years in postgraduate. study in the social 
sciances, and/or in employment in a teaching or research post in the social sciences 
(nor should they have previously held a research fellowship similar to that advertised). 

The salary scale for Fellows with a doctorate is from £15,090. Fellows who have 
not yet completed their doctorate receive a grant of £8,289. Fellows receive free 
single accommodation in College or a Housing Allowance of £2,728 per year. 


Ph.D. Fellowship at the United 
b Nations University 
Institute of Advanced Studies 


The Institute of Advanced Studies of the United Nations University 
(UNUAAS) is a multi-thematic research and training centre located 
in Tokyo, Japan. Its programmes are directed at pressing global 
issues of concern to the United Nations, making use of advanced 
research methodologies and with an interdisciplinary approach. 






























































countries are 







obtained by — email | 





following documents in English or with official English translation: 





curriculum vitae, dissertation outline, supporting letter(s) of | 
reference from Ph.D. supervisor(s) and academic record. Only | 
completed applications will be considered and replied. 


Ph.D. Fellowship Programme 
United Nations University/Institute of Advanced Studies 
5-53-67 Jingumae, Shibuya-ku, Tokyo 150-8304, Japan 


Fax 81-3-5467 2324 
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CUT THE COST OF YOUR 


STAY IN LONDON 
Comfortable self-contained serviced studio flats 
in Knightsbridge near Harrods, fully equipped 
kitchen-dinette, bathroom. phone, satelite TV. 
centrai heating. elevator, maid service, resident 
manager. Suit 1-2 persons. Brochure by Air-Maih: 

Knightsbridge Service Apartments 
4§ Ennismore Gardens, London SW7 1AQ. 
TEL: 0174 584 4123. Fax: 0171 584 9058. 
info@ksflats. demon.co.uk 
www. ksflats.demon,.co.uk 


OFFSHORE Bank 

















N ( O r ks smar t . For Sale US $50,000 
| Licensed in 1996 
Your Glaser Traveler's Briefcase | For further information, please contact: 
| CARIBECO USA LTD. 
doubles as your laptop bag. Our | Gary A. Ferraro, President 
Flexible Unwreckable™ frame | Tel:561-391-4308 / Fax:561-447-8244 | 
protects your laptop. Hand fin- 


ished, full grain cowhide; nat- 














ural, walnut or black leather. 
Legalsize to maximum carry-on í 
é LAW OFFICES OF COLI 
size, $750 ta $1050. _, Canadian Citizensh spill TOUR OPERATION /TRAVEL BUSINESS 


10-4999 See-Ca h P ral 2 $ 
Sa ee i a HAZ? FOR SALE 
t F 1514) 487-2385 












< Direct sell, upami arket, Jo 





ghaul, High märgi 
hiy profitable 


How it works, We design 


~ oe de Ji IMMIGRATION TO CANADA. 
and make Glaser Travel Goods i F } Experienced Canadian Immigration 


and sell direct to you. Results: ee | Lawyer will prepare Visa application and 

li h 7 hi f i q conduct job search for prospective 
quality worth searching for, immigrants. Very reasonable fees 

i iscus Leonard Simcoe, Ref, E, 1255 Laird 
and an opportumtyto discuss r we Bivd., #208, Mt, Royal, Quebec, Canada 
how you want your bagsto Glaser Insiders™ dividers: H&P 271. Fax (514) 739 0795. 
worke with the artis h ech ta. Email: LSimcoe@csi.com 
e artisans who customize the way you organize http//users. yes.net85/simcoe PUBLICATIONS 

make them, your bag. $50 to $550. paaka le feast stolen er 
: 2nd PASSPORTS Motivated staff? 
Please call for our free catalog. Toll free 800.234.1075. OFFSHORE COMPANIES Behaviour comes from attitude and 


attitude comes from knowledge. 
We provide knowiedge about 


. DES ozs z 
3 * Maritime International Ltd. globalisation and why everybody has § 
LAS ER ES IGN S K Bay View Place, Crosbies to do their best to contribute to profit. RESA 


ne We also give examples of how. 
TraveL Goops MAKERS St. John's, Antigua, West indies All for £14.95 / employee. 


Fel: +1(268)461-2024 Fax: +1(268)462-2718 
32 OTIS ST. SAN FRANCISCO, CA 94103 PHONE 415.552.3188 Email: maritime@candw.ag 
FAX 415.431.3999 ECON@GLASERDESIGNS.COM http://www.milonline.com 



















potential, 









estore, adding syavrpivt: 














“A decade of confidential service” 


The UK & Offshore |f Live in “BUSINESS 


‘are America [he 
Company Specialists OPPORTUNITIES _ 


& 55,000 ‘Green 
2 22:0: 6 98 29 :4:9 88 2:5 #808) 4. 00'S 6.4.56 68'S 6 9:8:6:9 Cards’Offered by OF SHORE COMPANIES 


The Company Store e B Ready made & own choice of name U. 

International is one of the longest Co's available in UK & worldwide. for FREE in inf g.about o me, Ty, 

established professional e i E Free advice & colour brochure. send name & address fo’ 

specialising in worldwi Free name check. GREEN CARD USA 

company and trust E We guarantee the PO Box 5859 

ater We P lowest fees, AN Clemente, CA 92674 

teve that we offer E Complete j _AR?. 

the quickest service iat confidentiality, x FAX. 349.4071587 n 

and the toys À Sa S p Full pan LOTTERY CLOSES NOV 3, 1999. 

competitive fees, wit services, domicilation, U.S. CORPORATIONS AND 

no hidden extras. We ~~ bank introductions, LIMITED LIABILITY COMPANIES 

undertake to refund the difference, mail, tel, fax, e-mail and (LLCs) SET UP INSTANTLY IN 

ye Can oblain the same services associated services, DELAWARE, OR OTHER STATE, BY 
elsewhere at a lower cost. a All major credit cards accepted, PHONE, FAX or INTERNET 















t Tade ser res {L iC. "ipni ng) 
* Banking/Accounting services 
* China business development servi 
Contact Stella Ho for immediate 
& company brochure 
NACS LTD 


Plaza 2- 6 ‘Gran lite 





































This award offers individuals in the Third 




























Your headquarters may be anywhere in the f 
USA or other country. No minimum capital | | World for lesser privileged areas of 
THE COMPANY STORE GROUP requirements. No lawyers necessary, Most l Europe] the oppertunity to produce/publish 
ee Boge te eae ase ete eae an oe pee ea a major corporations are incorporated in ginal material in the fie ` rury 
26 North John Street, Liverpool 12 RU, UK Delaware. FREE Delaware Incorporatian H panies ne peril Ai S Hisi r oe ural 
í : development and or education, which may 
Py Handbook (7th Edition). Registered agent, I KSS ae bees mo ait AA 
7+ rs b “comBoradaie -lessi addres. w take the form of a book, newsletter 
Fax: +44 (0) 151 236 orcas Pee r EA “yo. È f workshop, film, video or via the internet, 
: . Delaware and mail forwarding. ~ bank 4 f ep : . i 
e-mail: eng@companystoreworldwide.com account opening service. VISA/MC/AMEX | This is not an award for research werk, 
n CALL ANYTIME Tet: 1.800.423.2993 H £8000,00, in total, is available for the 2000 
. {toll free) or +302,996.5819 awari 
i awards 

se s H Fax: 1.800,423.04523 (USA/Canada only) ¥ 

Visit our comprehensive website: address in or Fax: +302,996,5818 i Please apply to: The Arkleton Trust, 
e k kigh 
E-mail: inc_info@delbusine.com [i Enstone, Oxon OX7 4HH 
w.compa nystoreworldwide.com Internet: http: www. delbusinc.com ! Registered Charity No. 275153 
REEPHONE (U K) os oo 26-26-62 Delaware Business IncorporatorsInc. 4 Tel: +44 (1)608 677255 

f l ; 3422 Old Capitol Trail, Dept. TE i Fax: +44 (1)608 677276 

Wilmington, DE 19808-6192 i | www.enstonenk.demon.co.uk/arkleton/ 


ee sa nf on ss ma nee re oh sl 
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"BUSINESS & PERSONAL 


#@*LONDON'A PROUT 
a Quality serviced apartments offering best value a TRUSTS FOUND ATIONS 


for money. Our apartments otter great savings 
gy ConPBFed fo hotels. Fully serviced, private wg Over 15 years of specialist company formation 
& management services. 


bathroom, kitchen, TV, telephone, central 
a heating, elevator. | 

For a no-obligation confidential consultation, 
together with free explanatory brochure contact: 


Centrally located in Kensington area. 
E Tourist Board Approved W 

WORLDWIDE CORPORATE 
SOLUTIONS LIMITED 


me Ashburn Gardens Ml 
TEL. +44 1624 827153 
FAX. +44 1624 827154 


a South Kensington, London SW7 4DG, UK 
E Mail solutions@advsys.co.uk 





www.ashburngardens.co.uk 
a info@ashburngardens.co.uk a 


q Tel: ++44 207 370 2663 


































Fax: ++44 207 370 6743 
SERRE Ree 


economs 


www.newworldtele.com MED EER ER TK 


1402 TEANECK ROAD - SUITE 114 - TEANECK, NEW JERSEY - 07666 - USA 

















U.S. IMMIGRATION 


in finding jabs, bu 
hichi all aw you to jual y 





2ND PASSPORTS, DRIVER'S 
LICENCES, DEGREES, BANK 
A/Cs, CAMOUFLAGE PASSPORTS 
GMC 
Fax +3 120-524 1407 
Email: 1004 13,3245@:compuserve.com 
httpy//www.global-money.com 








visa 2 processing. To learn how we can help 
you, phone us at 001 954-424-6071 
Management Consulting USA Inc. 
1802 N. University Drive, 
Suite LOOA, 
Ft, Lauderdale, Fl. 33322. 














Immigration services 
s PE a S USA, Canada, Australia, Europe. 
e AGERE AG ecw Gat 2nd legal passports + investments 
Full package $50- 
tel: +972 - 3 - 5446320 
fax: +972 ~- 3 - 6021357 
P. O. Box 6368 
Tel Aviv, Isreal 91063 


For a dedicated web host 
provider look no further. 


We provide MySQL/PHP, MS 
SQL Server 7, ODBC, 
Real Server G2, Secure 
Servers, E-mail services, 
Domain Name registration 
and, of course, web space. 


New Authors 
Publish Your Work 


ALL SUBJECTS CONSIDERED 





write or send your manuscript ta: 
MINERVA PRESS 
315-317 REGENT STREET. 
LONDON WIR 7Y8. ENGLAND 
wae. minenva-press.co, uk 


http://www.totalwebsolutions.com 
Tel: 0870 7879 888 


E-mail: info@totalwebsolutions.com 


FOR SALE IN GENEVA SWITZERLAND 
HIGH STANDING OFFICE BUILDING 





5 floors, 20 large offices, conference room, reception 
magnificent park of 6.700 m2 
very close to airport, highway and international organizations 
convenient for headquarters, mission building, hotel, medical center 


Please contact: 
VISION Consulting S.A. 
CH-1277 Borex 


Phone 0041 22 367 17 41, Fax 0041 22 367 2 








HONG KONG: STUART STOBIE USA: BILL ANDREWS 
| R522542 1177 Tel: +1 75? 363 9669 Tet: 

Fax: +1 757 363 9668 Fax: 
ronp.com 





USAEESOVE 


Innovative and cost-effective solutions to protect your assets and minimise your tax. The Sovereign Group is a professional global practice of leading 
tax specialists, operating in 13 jurisdictions worldwide for over 10 years. For complimentary copies of our guides to international tax planning and trustee 
services, please contact your most convenient Sovereign office. Alternatively call for expert practical advice free of obligation or charge. 


GIBRALTAR: DIANE DENTITH 
+350 76173 Tel 
+350 70158 Fax 
bausovercigngroup.com 






UNITED KINGDOM: SIMON DENTON  T.C.i.: PAUL WINDER 
+44 (03207 479 7070 Tel: +1 649 946 5056 
+44 (09207 439 4436 Fax: +] 649 946 $052 
wvereigngroup.com wiasovercigngroup com 


Since 1977 The ICSL organisation has specialized in the establishment and administration of Offshore Companies, Trusts 
and other structures with emphasis on Tax Mitigation, Asset Protection and Privacy. We also arrange no tax/low tax 
residency and alternative citizenship and passport. For information or an initial consultation without obligation please 
contact your most convenient ICSL office. Our aim is to provide Quality Service at Reasonable Cost. 


CANADA - JACQUE LAPINE 
International Company Services (Canada) Ltd 
Tel: +1 450 679 7452 Fax: +1 450 679 4263 

Email: icscanada@cedep.net 


ICSL Iberia Limitada 


Email: por@ICSL.com 
USA (WEST) - KASRA SADR JD 


International Company Services (USA) Inc 
Tel: +1 310 550 8712 Fax: +1 310 205 7973 
Email: usawest@ICSL.com 





Email: usa@ICSL.com 


IBERIA - ROD RAMSDEN LLB LLM 


USA (EAST) - JERRY BAKERJIAN BBA 
International Company Services (USA) Inc 
Tel: +1 954 943 1498 Fax: +1 954 943 1499 





UK - PEYMAN ZIA 
international Company Services (UK) Ltd 


Tel: +351 1314 2030 Fax: +3511314 2031 Tel: +44 171 493 4244 Fax: +44 171 491 0605 


Email: uk@ICSL.com 
URUGUAY - Dr. CARLOS QUERALTO 


International Company Services S.A. 
Tel: +598 2 902 1165 Fax: +598 2 902 1191 
Email: uy@iCSL.com 


www.ICS 


THE ECONOMIST OCTOBER GTH 1969 






Offshore Bank 


Only $15,500/Free Report 
Call: 310-376-3480 (USA) 


Fax: 310-798-3842 (USA) 
email: wbc@ibm.net 
Worldwide Business Consultants 


For qualified investors and their 
farnifies, Fully Legal Programme. 
Visa Free Travel. 

Belize Passport Consultants Ltd, 
944 Orchid Gardens 
P.O. Box 165 
Belmopan 
BELIZE 

Fax: 501 8 23785 
Belize.com 


COMPANY & 
TRUST SERVICES 


"Chesterfi eld. 
Group 








SE aa 


[OFF SHORE 
T AX - “PRE E 


Companies world - wide 


UNITED KINGDOM - Head Office 
LAVECO Lid 








t Service 
¢ ‘oO Romania s.r.l, 
Hus 
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OFFSHORE 
COMPANIES 


FROM THE 
WORLDS No. 1 
PROVIDER 


Since w wore wide staff 


using ati of the maior low t 
Throughout our network of 
international offices we 
arrange 


a Asset protection trusts 


a Arran 
E 


m Management & admin services 


- Accountancy and audit services 


COMPANIES AVAILABLE 
FROM us$350 


MADERA 
D Fiske De Gouveia 
ok MEA, MS, MM OA 


Jenny Kompulainen 

Te 2368 9 6369 2569 

Fax: +359 9 6969 2565 

HUNGARY 

Laszlo Kiss BSc (Exon) 
i +36 1351 3953 


HONG KONG 
Raymond Choi 


CYPRUS 
Chris Vassitiades 
Attamey-atlaw 


USA - AICS Ltd 
Kevin Mirecki 





WORI 


OVERSEAS COMPANY 
REGISTRATION AGENTS LTD 
PO Box 55, Ramsey, 
isle of Man, Great Britain, IM99 4EE 
E-mail: economist@ocra.com 

TEL: +44 1624 815544 
FAX: +44 1624 817080 
LONDON - Richard Cook, BSc 
Tel: +44 171 355 1096 Fax: +44 171 493 4973 
1509002 CERTIFICATED 


Toll Free From USA: 
1 800 283 4444 
Toll Free From UK: 
0800 269900 


www.ocra.com 


OCRA World Wide is a member of the Estate and 
General Group established in 1935 





OFFSHORE COMPANIES 


& TAX PLANNING 
BY LAWYERS 


The SCF/Hibernian Group is probably Europe’s premier 
LICENSED trust and management practice fully owned 
and operated by qualified lawyers and accountants. 
Unlike many competitors, the Group is fully able to 
meet your entire individual and corporate tax 

planning needs whilst our in-house management 
capabilities allow for added confidentiality and 
extremely competitive fees. If you or your company 
want to protect your hard-earned assets and not let 
them go up in smoke, please contact us today. 


e 100’s of Companies immediately available! 
e Full Management & Nominee Services 
» e Secure Bank Introductions 
e Family Settlements & Asset Protection 
s Trust & Foundation registration 
ə Fiscal Migration 


ə Full Tax Planning 
Services 


e GUARANTEED 
CONFIDENTIALITY 


e ULTRA 
COMPETITIVE 
FEES 


VISIT OUR AWARD WINNING WEBSITE AT 
www.scfgroup.com 


For a Free 36 page colour brochure please telephone or complete the coupon below, 





LONDON: 90-100 Sydney Street, 
Chelsea, London, SW3 6NJ, ENGLAND 
Tel: +44 171 352 2274 Fax: +44 171 795 0016 


e-mail; offshore@sctgroup.com 


DUBLIN: 27-29 Lower Pembroke Street, Dublin 2, IRELAND 


Tel: 00 353 1 662 1388 Fax: 00 353 1 662 1554 
THE SCF GROUP e-mail: offshore@sctintl.iolie 


OFFSHORE 


READY MADE COMPANIES 
LOWEST ANNUAL, FEES 
NOMINEE SERVICE 

BANK INTRODUCTIONS 
OFFSHORE CREDIT CARDS 


Funds GE) Express 


Tel: 4+353-1-6790600 Fax:+353-1-6790475 
Ridge House. 1 Conyngham Road, 
Dublin 8, ireland 
E-nait: FundsExpress @ciubiie 


Immigration & Investment 
in USA, Canada, 
Australia & Spain 
Are you looking for 
permanent residency in the 
independent category or as 


an investor? 


Documentation including 
investment opportunities 
supplied for only $50 USD 
Dr. Abdi Consultant International 

4 f Cyprus: 
Tol:+387-2752618 Fax:+357-2766722 
Established since 1980 
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ECONOMIC IND. 








l SUTPUT, DEMAND AND-JOBS Japan’s unemployment rate e edged down from a post-war 
high of 4.9% to 4.7% in August. Germany’s jobless rate rose to 10.6% in September. British indus- 
trial production is rising again, but only just: it was up by 0.1% in the 12 months to August. Cana- 
da’s industrial output increased by 6.9% in the 12 months to July. 



















































































% change at annual rate The Economist poll Industrial Retail sales Unemployment 
__ GDP GDP forecasts _production (volume) ay. 
ETR 3 mths? 1year 3mthst 1year 1 year a year ago 
Australia + 09 + 4.1 @ nma +30 Qi + 5.4 Q2 TA Sep 8.0 
Austria na + 17.4 QI) na + 4.1 Jun + 5.9 Jun 42 Sep 46 
Belgium +09 +169 n + 2.2 ju + 7.5 Mar 12.2 sept 13.2 
Britain + +34 +01 Aug + 3.6 Aug 5.9 m$ 
Canada + +55 +69 jul + 3.4 fun 7.8 Aug 
Denmark, + na - 09 uo  - 1.0 Aug 56 Aug 
France + +26 +02 in +42 i 11.3 Aug 
Germany +27 -24 ~ 14 u 106 Sep 
Italy +04 - 32 Jul ~ 0.4 jul 12.0 Apr 
Japan : i +98 + 5.5 Aug ~ 2.3 Ju 47 Aug 
Netherlands + 32 + 3.2 Q2 + 47 + 1.0 un - 02 May 3.2 Aug 
Spain o oo +46 +36 92 +22 +19 jun na 159 lul 
Sweden + 28 + 3.2 02 +34 + + 03 sunt + 56 Jul 6.1 Aug’ 
Switzerland D +57 #07 +12 +21 na “+2 0 Q + 14 jul 2.4 Augt 
United States + 16 +3902 +41 +25Ag + 86 tu 42 Aug 
Euro-11 +13 + 15 @2 +24 -01 ju + 34 Aprt 10.2 jul 








*Not seasonally adjusted. t average of latest 3 months compared with average of previous 3 months, at annual rate. New series. 5May-Jul: claimant count 
rate 4.2% in August. **Jur-Aug. 





PRICES AND WAGES Japanese consumer prices are no longer falling: they were up by 0.3% in | 


the year to August. German workers received a pay increase of 3.0% in the 12 months to July, a 


real rise of 2.4%. Dutch workers’ wages rose by 2.4% in the 12 months to August, a fall of 0.2% in | 


real terms. Swedish wages increased by 1.4% in the 12 months to July, a real rise of 1.3%. 









































































% change at annual rate The Economist poli 
Consumer prices* consumer prices forecast Producer prices* Wages/earnings 
3mths? 1year 1999 2000 3 mths? 1 year 3 mths? 1year 
t26 +10 <07 “+22: 
+12 -29 -05 
+74 +66 ~ 06 ju 
+24 +14 +132 
+ 24 +52 +20 
I +23 + 5.1 + 12 
france + 10 +14 -12 
Germany — +17 +07 5p + +13 +26 +01 
kaly a: SAE +25 nil 
Japan - 0.2 +06 -13A 
Netherlands +24 +53 +13 
Spain +24 +48 +14 
Sweden +14 +43 nit 2 ` 
Switzerland g 2450 eto + 0. J 
United States +21 +23 Aug +40 +35 Aug 
Euro-11 +33. -OAW +16 +20 Qi 











The COMMODITY PRICE INDEX 

In September average world cot- 
ton are which have been falling for four 
years, slipped below 50 cents a pound for 
the first time since 1986. The market has 
been depressed by expectations of higher 
American output and by a rise in Chinese 
exports, which are forecast to double to 
300,000 tonnes in the year ending July 2000. 
But the International Cotton Advisory 
Committee says prices could soon start to 
edge up. Exports to South-East Asia picked 
up in the first half of this year, and big sales 
by America suggest that consumption in 
the region could rise by 130,000 tonnes this 
season. Moreover, China’s production is ex- 
pected to fall by 500,000 tonnes as it mod- 
ernises its industry and runs down stocks. 










































































*Not seasonally adjusted, ‘Average of latest 3 months compared with average of previous 3 months, at annual tate. **New series 


1990=100 % change on 
Sep 28th Oct Sth* one one 
month year 
Dollar index 
All items 84.7 840 - 25 - 17 
| Food 87.9 89 - 18 -111 
industrials 
All 819 815  - 31 + 9.0 
| Nal a8 854 - 57 -25 
| Metals 79.6 791 - 13 +182 
Sterling index 
All itens 91.6 907 - 52 + 03 
Food 95.1 939 - 46 -93 
industrials 
_ All 88.6 88.0 - 58 +112 
Nat 92.8 922 =- 84 ~ 06 
__ Metals 86.1 85.4 = 41 +205 
SDR index 
Alt items 833 822 - 40 - 19 
Food 86.5 851 - 33-113 
industrials 
Ail 80.6 7997 - 46 + 88 
Nfa? 84d 835 - 72 ~ 27 
~ Metals 78.3 774 - 28 +179 
Gold = 
$ per oz 302.13 330.00 +291 +114 
i Crude oil North Sea Brent 
| $perbarrel 23.87 2246 +21 +593 
t 


* Provisional. 7 Non-food agricuiturals 











E ECONOMIC FORECASTS Every month 
The Economist polls a group of economic 
forecasters and calculates the average of 









their predictions for growth, inflation and 
current-account balances for 15 countries 





"17122 












“34 G3). 







26 25) 
“hd 013): 


1.3 0.4) 
0.6 10.7) 













Austria 2827. 
and for the euro-11 area as a whole. The table "26 G5) 
also shows the range of forecasts for | Britain 15/8 3.0 (2.8) 


mas de 



























































growth; the previous month’s forecast, |Canada 34/38 30-29) 
| where different, is shown in brackets. For | Denmark 10/22 28 108) oi 
the fourth month in a row, our panel has Sete pee - - = a - 
become more bullish about Japan. It now italy y nT so 

expects GDP growth of 1.0% this year and | Japan nil/ 1.6 


0.8% in 2000. Indeed, the panel has become 





more positive about the growth prospects 





next year for all the countries in our table | Swe 











except Italy. Forecasts for America’s bal- 





looning current-account deficit this year 





and next have also been raised, to 3.6% and 











3.8% of Gor respectively. 
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| MONEY AND INTEREST RATES American Treasury bonds fell after the Federal Reservesaid W FOREIGN RESERVES Japan's official for- | 
| that, though it was not raising interest rates now, it was adopting a bias towards a rise soon. | eign reserves are bigger than those of all 11 
| g : i : : 

| Broad-money growth in the euro area slowed slightly, to 5.7%, in the 12 months to August. | euro-area countries combined. Official re- 
i 

l 

| 

| 











Money supply* _ interest rates % p.a. (Oct 6th 1999) serves include foreign currency, special 











2-year B | drawing rights and reserve positions at the 


ne ATOW IMF, but exclude gold. In July Japan’s offi- 
Australia 





cial reserves were $260 billion, nearly $3 bil- 
lion more than those of the euro-11 coun- 
tries. But if gold reserves are taken into 
account, the euro-11 have bigger official re- 
serves than Japan. America’s official re- 
È serves of $62 billion are the same size as Ger- 

+ 8.0 Aug i many’s, but America’s gold reserves are 

+37 Aug 2 more than twice as big. The recent decision 
by European central banks to impose a mo- 
| ratorium on fresh sales of their huge gold 
reserves is helping to prop up world gold | 
prices in the near term. l 





560 = | 
el | 
4.59 | 












































STOCKMARKETS Wall Street wavered after the Federal Reserve’s decision to announce a bias 
towards tightening. Even so, the Dow Jones Industrial Average ended the week to October 6th 
up 3.7%. Tokyo, Frankfurt and Paris all had a good week too. 








Market indices 













one 
year 


















































Sweden (Affarsvariden Gen) — +193 
~ 94 





United States DIA) 








| 
1 
| 
| Switzerland (Swiss Ma 
i 
| 
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in dollar terms. 


TET CTE LT Ta = a NN Ne renee atinttinatnteennties nines = 
TRADE, EXCHANGE RATES AND BUDGETS The euro area’s visible-trade surplus shrank to $75.5 billion in the 12 months to July, but the 
monthly total was still higher than in June. The yen weakened: its trade-weighted value was down by 1.2% in the week to October 6th. The Aus- 
tralian dollar strengthened: its trade-weighted value rose by 1.0% over the week. 
































Trade balance*, $bn current account ~ _ Exchange rate ___ Currency units EO Budget 
| latest $bn The Economist polt trade-weighted? per per per per balance 
month latest 12 mths % of GDP, forecast Oct 6th year ago $ £ DM euro % of GDP 
EE ENAME EEA at ne 99 2000 pene GH Yearago snore OS 
~ 0.81 Aug 82.3 78.5 t51 16h 2.51 0.83 161 a5 
< 0.81 jun? 101.6 1042 12.9 7.04 1 
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+ 2.3 Jia 
+ 0.28 jun 
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M EMERGING-MARKET FINANCE Net pri- 
vate capital flows to emerging economies 
| are forecast to rise to $155 billion in 2000, up 
i 
Í 












| from $136 billlion in 1998, according to the 
| Institute of International Finance (iF), a 








ECONOMY Russia’s industrial output rose by 16%in the 12 months to August. In September In- 
donesian consumer prices fell forthe seventh consecutive month, leaving them only 1.3% high- 
er than a year earlier. In the same month Venezuelan consumer prices rose by only 0.9%—their 
smallest monthly increase since March 1988. The 12-mon th inflation rate was 21.2%. 























































































































































28 major maitat | 


The ur ane ‘hat net capital flows 
from private creditors, the second type of net 

‘private capital, will be slightly negative in 
1999: It puts this down to bankers’ continued 
wariness over lending to emerging econo- 

- mies, as well as to weaker demand for credit 
from emerging-market borrowers. But posi- 
tive capital flows should resume next year, 
“though net credit flows in 2000 are likely to 
be only one-eighth as big as those in 1996. 





M REGIONAL SHARES Net private capital 
flows to Asia are expected to rebound this 
year. Asia’s predicted net private capital 
flows for 1999 are, in dollar terms, more 
than four times bigger than the actual flow 
in 1998. Latin American flows are forecast to 
decline by 28% between the two years. 





















































“Excluding gold, except Singapore; IMF definition. TVisible and invisible tade balance. §Year ending June. **Estimate. 1 New series. 








per £ 





À % change on year earlier Latest 12 months, $bn Foreign reserves*, $bn 
| bankers’ think-tank. In 1999, however, net GDP industrial — Consumer Trade Current Latest Year ago 
private capital flows are forecast to remain production prices balance account 
little changed from their 1998 level. Equity | China STNG EE EAE EE Te PE PAE ape E E OE AEAEE a 
investment, one of the two components of | HongKong +07 = 66.02 = 
net private capital flows, is expected to | M#__.___+53@ + 54m + 
meats | indonesia + 18 a2 +10.2 Q2 + 
grow to $142 billion in 1999, up from $127 bil- i Malaysia +41 +76 ht + + 9.4 j008*+ a à 
lion in 1998. Equity investment rose in the | philippines + 36% AG w+ S7 Sen +27 oi 12.3 on 9.0. 
first half of this year as local stockmarkets | Singapore + 67 o +184 wg + O09 aug +1880). 738 um 70.9 
rebounded and economic growth resumed | SouthKorea + 9802 +299 aug + OB sep +275% 
in several emerging economies. But equity | Taiwan +659 + 90 aug + 0.6 sep + 9.9 Aug i 6 
investment is expected to fall back to $131 | Thailand + 3.5 gait +17.7 ag - 0.8 Sep +10.5 Aug +13.3 jutt 31.2 ii 26.0 
billion in 2000. | Argentina 2 43 92 zA Aug z NG Aug > 2.5 ~15.5 Qt 24.2 i 22.5 
; | Brazii OB Z 53 + 5.2 Aug ~ 4.1 Sep | 
1 | Chile ~ 3.6 02 ~ 14 Aug + + 05 Aug i 
| | Colombia -76% 213 + i nil ut : | 
200] Mexico + 3.2 o + 4.4 wi + 16.6 Aug ~ 6.1 Avg ~15.0 92 32.1 jut 317 
ee Venezuela -- 9.6 a2 na + 
ae Egypt ` + 5.7 19988 + 8.0 1998 + 
cae Greece + 3.5 1998 + 46 sui + 
; | Israet + 07 Q nil iui + 
= 400 South Africa nil Q2 ~ 2.2 wi + 3.2 Aug 
t = ; = | Turkey - 20 a - 28 hl + 64.3 Sep 
creditors Bhan Czech Republic + 0.3 a2 ~ 61m + lång  - 20mg  ~ 66 
i 30) | Hungary + 3802 + 9.5 aug + 10.9 awg _ 
: 3 Poland + 3.0 Q2 + 74 Aag + 7.2 Aug ; 
Russia + 0.9 gatt +16.0 Aug + 120.9 Aug +28.4 mi + 94 a 8.2 tun 14.2 





FINANCIAL MARKETS Athens resumed its rise, ‘afer two bad weeks. Johannesburg and 
Moscow had another good week. Jakarta notched up the biggest gains: it rose by 11.8% in the 
week to October éth. In Asia, Singapore and Kuala Lumpur also rose, but Seoul fell back. In Latin 
America, Mexico city, Sao Paulo and Buenos Aires were broadly unchanged. 





Oct 6th yearago Oct 6th 


interest rates  Stockmarkets č % change on | 
short-term Oct 6th ___ Dec 31st 1998 
% p.a. 

























































































































































China 828 8.28 137 

Hong Keng 277 7.75 12.9 | 

India ~ Re 42.3 | 

indonesia 7,800 3.600 12.920 | 

Malaysia 380 3.80 6.29 i 

Philippines 401 437 "66.4 | 

Singapore 168 465 278 

South Korea 1,204 1,381 mar: 993 | 

Taiwan 31.8 33.4 52.6 

Thailand 39.3 38.8 651 

Argentina 4.00 1.00 1.66 : . 

Brazil 1% 118 325 1900 113450 

Chile 532 463 880 T5 46353. + 01 

Colombia > 1,998 1,589 3,309 907 

Mexico F 9.44 10.18 15.6 

Venezuela 629 570 1,042 

Egypt 3.41 3.41 5.65 

Greece 307 280 508 

israel 4.26 4.10 7.06 

South Africa 6.05 588 100 + 323 +287 | 

Turkey 463,825 275,180 768,280 +1280 + 550 | 

Czech Republic 33.9 29:2 56.2 + 281 +34 | 

Hungary 2% 214 399 “+ 57 l 

Poland 40 352 ãăë 6n | 

Russia 258 16.05 427 
j; 


*New series, intlation-adjusted. Tir dollar terms. 


Sources: National statistics offices, central banks and stock exchanges; Primark Datastream; EIU; Reuters, Warburg Dillon Read; J.P Morgan; Hong Kong 


Monetary Authority, Centre for Manitoring indian Economy; FEL; EFG-Hermes; Bank Leumi Le-israel; Standard Bank Group; Akbank; Bank Ekspres, Deut- 
sche Bank; Russian Economic Trends. 





THE ECONOMIST OCTOBER 9TH 1999 





We connect Asia Pacific to America’s biggest 
sparkles and smallest twinkles. 


Over 220 U.S. destinations. Put it together with 
the most 747s, our new United Business™ seat and 
the freshest on-board air, and you'll understand why 


UNITED 











www da 





D IANZTEL 


€300 million 
Credit Facility 


Arranger 
August 1999 Spain 


€190 million 
Credit Facility 


Arranger 
June 1999 Ireland 


Telefonica del Peru 
US$150 million 
Term Loan Facility 


Arranger 
June 1999 


an S 


Tritel PCS, Inc. 
US$550 million 


Credit Facility 


Managing Agent 
March 1999 


Dresdner Kleinwort Benson has a tradition of 
excellence in financing the telecom sector. 
Our industry expertise, pioneering 
commitment, exceptional global research, 
capital strength and placement power 
combine to deliver quality solutions to issuers 


US$145 million 
Term Loan Facility 


Arranger 
duly 1999 


GS 


Ss 


Hellenic Telecommunications 
Organisation S.A. 


USS$1 billion 
Revolving Credit Facility 


Arranger 


June 1999 Greece 


@nergis 


£125 million 9.500% Senior Notes 
$200 million 9.750% Senior Notes 


Debut High-Yield Bond 


Joint Lead Manager 
June 1999 


& orange 


KPN orange Belgium nv/sa 


A venture of KPN nv and orange plc 


€595 million 
10 Year Project Loan Facility 


Arranger 


March 1999 Belgium 


and investors. Our performance keeps 
many coming back for more and is 
backed by a corporate culture dedicated 
to growing long term relationships. 

For further information contact us on 

Tel: +44 (20) 7475 5907. 


Dresdner Kleinwort Benson ia Ihe marketing name associated wilh the globai investment 





diner Bank AG and is sub: 
n North America LLC. Member, New York Stock Exc 
This advert has been issued i the UK by Kiemwort Benson Umited, reg: 






aries. In the US these in 











Colombia - 


NobiNil 


ror, 


US$570 million 
Credit Facility 


Arranger 
July 1999 


£150 million 8.875% Senior Notes 
US$275 million 9.000% Senior Notes 
US$225 million 8.750% Senior Notes 


Joint Lead Manager 
June 1999 


f | mannesmann 


€3 billion 4.750% Eurobond 


Joint Bookrunner 


May 1999 Germany 


£300 million 5.250% Senior Notes 


Bookrunner 
February 1999 





© Dresdner Kleinwort Bensor_ 







= HOW INDIA VOTED 


” Our special poll on how and 
Ay why the BJP alliance won 

ü the general election 
pages 33-35 


Oh, Pakıstan 
















} 








H~ 


E 
2 -o 


/ 
i 





























4 | 

ustralia 50 US$4.50 Korea an 5,200 New Zealand Lank Rs150 

| | | | | K Ma 0 Pakistan Taiwan NT$140 
Malaysia 1.00 Papua New Guin K6.5 Thailand Baht 100 

) Myanmar $$4.50 Philippines. p Tonga 1$5.50 

71486"02674 7 Nepal ] Singapore .$$8 00 inc.GST Vietnam US$4.50 


ad 


AIRBUS 


& SETTING THE STANDARDS 


http://www.airbus.com 








if 
OF THE PACIFIC, YOU 
WANT TO BE IN THE MIDDLE 
When it comes to being powered across OF FOUR ENGINES. 
vast oceans, four has got to be better 
than two. The Airbus A340 wide-bodied 
jetliners have four engines. This not 


only means greater reliability and 


comfort, but also fewer stops and the 


most direct route possible. Something 
to bear in mind, next time you're 
flying 41,000 feet above the Pacific. 
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Hounding hunters 


Str—You assert (“Tony Blair and 
liberty”, October 2nd) that “fox 
hunting may be cruel. But it is the 
lot of many wild animals to meet 
an untidy end.” This is frankly no 
justification for the continuation 
of this barbaric sport. 

[can think of no more horrible 
death than to be ripped apart by 
a pack of dogs. We do not permit 
the level of distress and suffering 
of a hunted fox to be experienced 
by cattle when they are slaugh- 
tered, and that is for the neces- 
sary function of supplying food. 

Fox hunting is a sport which at 
its core uses the fear, flight and 
frequently death of an intelligent 
living creature for entertainment. 
Of course Mr Blair need not be 

“motivated by his “finer feelings 
for the fox”. He is a politician who 
was elected to represent the opin- 
ion and wishes of those who vot- 
ed for him. The majority of the 
electorate want fox hunting 
banned. I see nothing illiberal in 
that. After all, is that not democ- 
racy in action? 

Darmstadt, 


Germany GARETH WILLIAMS 


Sir—You say that “it stretches cre- 
dulity to claim that...the prime 
minister is motivated by finer 
- “feelings for the fox.” Perhaps so, 
. but it does not follow, as you im- 
_ ply, that “a baser political instinct 
is at play.” What scandalises us 
about Roman society is not sim- 
ply. that it was cruel but that cru- 
elty was embraced as a legitimate 
form of entertainment. The ob- 
jection to fox hunting is not just a 


matter of concern for the fox but 
may also involve finer feelings for 
the society in. which we live. 
Perth, 

Perthshire STEPHEN GRACE 
esac We ENESE- a 





A New York view 


Sir—I am often impressed that 
The Economist will take difficult 
positions on important issues; 
many that run contrary to pop- 
ular opinion. Usually you are 
right (gun control and free trade), 
and when you are not (legal- 
isation of drugs) your willingness 
to stick to your guns in the face of 
a mountain of contradictory evi- 
dence can sometimes seem quite 
noble. But this time you have 
cocked it up badly. Chicago has 
“America’s best urban skyline” 
(“Back on top of the world”, Octo- 
ber and)? Fugeddaboudit. 

New York JoserH NEMEC 
RE TORREA x 





Drucker on derivatives 


Sır—Peter Druckers comments 
on financial services (By invita- 
tion, September 25th) dismiss de- 
rivative products much too quick- 
ly. The concept of a derivative 
product, with a value that de- 
pends on at least one risk factor, 
has been the greatest financial- 
product innovation of the 2oth 
century. One must go back to bor- 
rowing (and lending) for a com- 
parably fundamental idea. The 
economics underlying derivative 
products are so novel and signifi- 
cant that four of their innovators 
have won Nobel prizes. 
“Derivative product” is to 
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“molecule” in- general as each of 
Mr Drucker’s:favourite financial 
products (for example, Eurodol- 
lars, Eurobonds and credit cards) 
is to.a specific molecule. Each of 
these financial products is impor- 
tant, but do not hold your breath 
until its innovator wins a Nobel 
prize in economics, 
Pelham Manor, 
New York 


WILLIAM 
MARGRABE 


Sir—-Mr Drucker states that “the 
laws of probability guarantee that 
[the gambler] will eventually lose 
all he gained.” The laws of proba- 
bility only guarantee the ratios of 
probable outcomes. Nothing will 
guarantee failure. 

Taipei WARREN WEAPPA 





Nuclear reaction 


Sir—Your article on nuclear 
waste in America (“Out of sight’, 
October 2nd) advocates storing it 
above ground “in plain sight of 
the communities that heedlessly 
benefit from nuclear power.” This 
suggestion has its merits. Though, 
to be fair, why not display in 
plain sight the lungs and other af- 
fected organs of those people 
whose lives have been shortened 
by coal- and oil-fired plants? We 
should also display the oil-soaked 
carcasses of wildlife destroyed by 
oil spills. Once these heedful 
communities are downwind of a 
flock of rotting seagulls they 
might equitably enjoy the self- 
righteousness of disdaining nu- 





clear power. 

Prague SEAN ABBOTT 
shade aaa EEEE ll 

Riddied with errors 


Sir—In your article on Bill Brad- 
ley’s health-care proposals (“Bra- 
dley’s nus”, October 2nd), you at- 
tribute the riddle, “What goes on 
four legs at dawn, two legs at 
noon, and three legs at sunset?” to 
the “ancient oracles.” Then you 
answer it: “Man, of course.” In 
fact, this riddle originated with 
the Greek Sphinx who was laying 
waste to Thebes until Oedipus 
came along and answered it, 
thereby destroying the monster 
and freeing the city from the 
scourge. Those who answer this 
riddle correctly not only destroy 
monsters; they go on to marry 
their own mothers and beget chil- 





dren on them, and then gouge out 
their own. eyes. 

Too bad for you that you an- 
swered it correctly. 
Tiburon, 
California GARETH PENN 


MAB 





Ethiopia and peace 


Sır—Your call to the rest of the 
world to apply pressure on Ethio- 
pia to make peace in the war with 
Eritrea is unfair (“Lethal punch- 
up”, September 25th). It gives the 
impression that Ethiopia no lon- 
ger supports the resolution of the 
conflict through peaceful means. 
Since the time the Eritrean army 
invaded Ethiopian territories, the 
position of Ethiopia’s government 
has been clear: the Eritrean forces 
should withdraw from the Ethio- 
pian territories occupied by force, 
in order to end the conflict peace- 
fully. The borders should not be 
changed by force and the status 
quo ante should be restored as a 
pre-condition for a subsequent 
demarcation and delineation of 
the border. 

Ethiopia remains committed to 
the oau framework agreement. 
Ethiopia’s reservation about the 
technical arrangements is not, as 
you allege, to play for time but 
because they contain issues 
which are not only foreign to the 
framework agreement and the 
implementation modalities, but 
are also vague and interfere with 
the sovereign right of Ethiopia. 
Haima MOHAMMED 

Ambassador 

Ethiopian Embassy 





Private edition 


Sir--My copy of The Economist 
now arrives in a sealed envelope 
marked “confidential”. Although 
I have been offered large induce- 
ments, I have not revealed a word 
of the contents of the past six is- 
sues to anyone. How long must I 
keep this up? 
Bettona, 

Italy ROBERT TYRRELL 
emme 








Correction: Last week we pub- | 
| lished a letter by Brian Scott, and | 
| labelled him as executive director | 


| is executive director of Oxfam Ire- | 
| land. Our apologies. | 


| 
| | 
| l 
| of Greenpeace Ireland. In fact, he | 
i | 
| 
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AN EXCEPTIONAL CAREER... 
McKinsey & Company is one of the world’s 
leading consulting firms. A career with us 
offers multiple. opportunities: help top 
managers in leading companies solve the 
complex problems facing their 
organisations; grow. professionally in a 
stimulating and supportive environment; 
shape your own career; and be part of a 
unique institution, 


dynamic environments today. 





THE ECONOMIST OCTOBER 147H 1999 


..FOR OUTSTANDING PEOPLE... We 
are looking for top calibre people with 
proven records of exceptional academic and 
professional achievement. Your degree 
discipline may be varied, but you must be 
able to lead and motivate — others, 
communicate complex idéas clearly, rise to 
tough challenges, work well in a team and 
speak a Romance language - characteristics 
which enable us to provide outstanding 
service to our clients. 


Tel: +351 1 315 42 97 
ib.recruit@ mckinsey.com 
http:/Awww.mckinsey.com 






New Zealand 


Orange County 
Osaka 


Oslo : ‘ 
Pacific Northwest...) 
Paris kis 
Perth 
Pittsburgh: 
Prague 
Rome 

San Francisco 
Santiago 








Sao Paulo 
IN A DYNAMIC GROWTH MUST BE WORTH INVESTIGA- | sanotai 
PRACTICE... The Lisbon Office is TING. Send your résumé, together with a Shope 
experiencing tremendous growth as it cover letter, to: McKinsey & Company 
deepens its relationships with leading Ref: ADECLB-00 
Portuguese organisations in a multitude of Av. Casal Ribeiro, 14 - 5% 
sectors (financial, telecom, energy, utilities, 1000-092 LISBOA 
retail, etc.) in one of Europe’s most PORTUGAL 


Washington D.G. 
Zurich 








‘CONSUL GENERAL FOR TRADE AND INVESTMENT, CANADA 


Location: Toronto 






CONSUL GENERAL & DIRECTOR OF TRADE PROMOTION, BRAZIL 


Location: Sao Paulo 






DEPUTY HIGH COMMISSIONER, MUMBAI (BOMBAY) 






The Foreign and Commonwealth Office seeks applicants for the above three positions, which will 
become vacant during summer. 2000. 






The main responsibilities of these senior appointments ‘are similar. They principally involve direction of 
the UK's trade promotion and outward investment operation together with inward investment 
operations in Canada, Brazil and the Western region of india, including direction of staff in other 
consular/trade promotion offices. Responsibilities also include promotion of the British Government's 
policies to local politicians and opinion formers, providing the full range of consular (and, in Mumbai 
and Sao Paulo, entry clearance) services, and reporting on significant political and economic 
developments in the region. The job holders would also be expected to work closely with a range of 
Government Departments and commercial institutions in the UK. Their trade promotion work comes 
under the direction of British Trade International. 





Foreign & 
Commonwealth 
Office 









Applicants must have held senior. management positions in business or government, and should have 
experience of exporting, overseas business, trade promotion or international investment. An ability to 
represent UK interests at senior levels of business and government is essential. Previous experience of 
working in the host countries would also be advantageous. Applicants should have a good 
understanding of economics and various industrial and. service sectors. 








For the Sao Paulo position, applicants should be able to read and speak Portuguese fluently, or to 
demonstrate willingness and ability to acquire this skill. Language training will be provided. 






Successful candidates will be offered a three year contract with possible extension of a further year, 
Salary scales will be approximately £45,000 to £70,000 for Mumbai, and £50,000 to £90,000 for Sao 
Paulo and Toronto. 







There will also be an overseas allowance and accommodation package. 


Candidates may apply for more than one of the positions, and will be invited to state their order 
of preference. 






To be eligible, you must have been a British citizen for at least five years prior to the date of 
application and you must have been resident in the UK for five years preceding the date of 
application, ignoring temporary periods of travel, work or study abroad. 







For more details and an application form (to be returned by 11 November 1999), write to Capita RAS, 
Innovation Court, New Street, Basingstoke, Hampshire RG21 7JB, or telephone 01325 745170 (24 
hours) or fax 01256 383786/383787. Internet:http://www.rasnet.co.uk/ 








Please quote reference B4509. 


Alternatively for an informal discussion please call Barry Hilton during office hours on 01256 383621, 






= “fess in representing Britain overseas, the Foreign and Commonwealth Office aims to reflect the diversity of British society. 
2 he Applications are welcomed from all suitably qualified persons, including women, members of minority ethnic groups, 
Bart se and the disabled. 





CAPITA RAS 
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McKinsey &Company, Athens 
is looking for outstanding 
management consultant talent 


McKinsey & Company is a leading international management consulting firm that provides 
strategic, operational, and organizational advice to senior management of major national 
and international companies. For our newly established practice in Athens we are looking 
for qualified men and women who would like to work as management consultants with a 
highly interesting range of clients. There are also exciting entrepreneurial opportunities for 
those who wish to help us further develop our Athens office. 


As a McKinsey consultant you will 


e Be committed to work with our clients’ senior | 
management to achieve lasting and substan- | 


tial improvements to their businesses 


e Advance McKinsey’s knowledge and expertise | 
of various industries and functions through | 
client work and dedicated knowledge-build- | 


ing efforts 


e Grow professionally and personally whilst | 


developing your consulting skills and deepen- 
ing your expertise 


e Have the opportunity to gain international 
experience through client work and our internal 
network of consultants and experts 


Successful candidates. will need to have 


e A record of academic excellence and prefer- 
ably an MBA or PhD 


* Outstanding business problem-solving skills 


e The commitment and dedication to serve 
their clients to the highest professional and 
ethical standards 


e Initiative, energy, and a strong determina- 
tion to extend and develop their knowledge 
and skills 


e The ability to work in and adapt to interna- 
tional and diverse teams 


If you are interested in a career with McKinsey & Company and have the required qualifications, 
please send your CV to Silvia Hunziker at the address below. 


McKinsey & Company 


McKinsey & Company * Alpenstrasse 3 + 8065 Zurich Switzerland 
www.mckinsey.com * recruiting@mckinsey.ch 
































Canadian Science Centre for Human and Animal Health 


The Canadian Science Centre for Human and Animal Health, located in Winnipeg, Manitoba, 
officially opened in May, 1999. This $180 million centre, including a state-of-the-art, Level 4 
containment facility, is the only facility of its kind in the world that houses both human and 
animal laboratories under one roof. The partners in this world-class facility are Health Canada’s 
Laboratory Centre for Disease Control’s Bureau of Microbiology and the Canadian Food Inspection 
Agency’s National Centre for Foreign Animal Diseases. The Centre is located within minutes of 
the University of Manitoba’s Faculty of Medicine, the Health Sciences Centre (the province's 
largest tertiary care and teaching hospital) and the Cadham Provincial Public Health Laboratory. 
To provide leadership and direction for this world-class facility, Health Canada is seeking a. . . 


Director of the Bureau of Microbiology 


The Director will face the challenge of ensuring that Canada is at the forefront of identifying, 
investigating, controlling and preventing human diseases. The Director will advise the Director 
General of the Laboratory Centre for Disease Control on issues identified by the public health 
surveillance network and/or as determined by the Minister of Health. He/she will set priorities, 
appoint staff, recruit and hire principal investigators and researchers and have financial and 
scientific accountability to the Director General of the Laboratory Centre for Disease Control. 
The Director will encourage researchers to address a broad range of infectious disease agents, 
including emerging and re-emerging diseases of public health concerns such as, but not limited to: viral 
and prion diseases, zoonotic diseases, antibiotic resistance and infections transmitted through blood and 
transplantation. 


The Director of the Bureau of Microbiology in the Canadian Science Centre for Human and 
Animal Health is the preeminent microbiology and infectious diseases career opportunity in Canada. 


The Director will hold an M.D. degree, a Ph.D. degree, or both, and will have post-graduate and 
post-doctoral training in the broad area of infectious diseases/microbiology/virology. The Director 
will have an outstanding national and international research reputation, reflected in his/her record 
of research accomplishments, including peer-reviewed publications in high impact, internationally- 
recognized scientific journals as well as invited addresses to a variety of nationally- and internationally- 
recognized research forums. The Director will have significant managerial experience in personnel 
and financial resource management. Secret security clearance will be required. Cross-appointment to 
the appropriate University of Manitoba Department(s) is expected. Preference for the appointment 
will be given to Canadian citizens, but international candidates are encouraged to apply. 


Please write in confidence to 64 Prince Arthur Avenue, Toronto, Ontario M5R 1B4, Canada, by fax 
to (416) 922-8646, or by e-mail to resumes@caldwellpartners.com, quoting Project 6425. 


For further information on this position, please visit our Website at www.caldwellpartners.com 


THE CALDWELL PARTNERS 


AMROP INTERNATIONAL 


~~ 
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‘he Jobi. The Person: 
lop and implement long-term business +. Professional qualifications in Finance 
trategies to enable the company to-be a (CAMBA = Fin). 
i -= Mininiumy 13-20 years experience inthe 
Provide guidance in day to day operations investment field. 
and maximise internal efficiencies. Experience in heading operations ip a 
stablish appropriate linkages with exiemal similar financial service related 
stakeholders, environment: Multinational experience 
Idenbfy and enterthose markets in synergy preferred. 
ooo wit the company’s business strategy, < Hands on management style with sound 
n Manage the tisk profile of the company’s interpersonal skills, excellent 
investment choices, : administration and communication skills. 
s Computer literate- 


- Basie Salary up-to US S 9000 pan, plus housing, car & Utilities, In addition, the incumbent 
is also eligible for an annual performance related incentive. All these are tax free. 
| Please send your CY, passport details and two ‘passport Size photographs within 10 days to: 


Oman Resources Development Consultants LLC : 
P.O. Box 506, Postal Code 133, Al Khuwair 

Sultanate of Oman 

Tek: (+968) 693501 Fax: (4968) 693697 





Vice Chancellor 


Arthur 
© Executive 
NIGERIA, Selection 
General Manager - Oil Spill Cooperative 


Our client, a company formed by a consortium of oil and gas producing companies operating i 
Nigeria, is secking to employ a suitable candidate for the position of General Manager for a three 
year contract term. Hts objective is to protect, preserve and restore the environment after oit spills. It 
will provide and maintain fast and effective second-tier oil spill response capabilities, in addition to 
any capabilities of its individual members. 


Reporting to the Chairman, Bourd of Directors, the General Manager will be resident in Nigeria 
and must be able to effectively co-ordinate the work activities of different bases and organize 
responses to oil spills in a way that fully utilises the transport, clean-up equipment and manpower 
available. Balancing of long-range planning and accommodating short-term demands will be a key 
success factor. 


The idea} candidate should possess the following: 

+ A degree in engineering, natural or marine science, marine survey or environmental sciences. 
Basic knowledge of oil spill response equipment and clean up technology. 

Demonstrated ability to effectively plan the use of time and resources. prepare forecasts and 
budgets. and execute pians made. 

+ At feast ten years’ experience in management of oil spills and environmental engineering. 
Good written and verbal communication skills in English. Proficiency in Prench and Italian will 
be an added advantage, 

Demonstrated ability to organise and manage ai} spill cooperatives. mutual ak! organisations or 
company-operated spill response organisations will be an added advantage. 
Good computer skills. 


The position will provide a challenging and fulfilling opportunity to the successful candidate. 


if you feel you meet the above requirements for this position, please send a comprehensive 
curriculum vitae, which clearly states all relevant experience, telephone number and detailed contact 
address quoting the reference number ES(099 within two weeks of this publication to: 


Executive Selection Services, Arthur Andersen 
22a Gerrard Road, Ikoyi, P.O. Box $1204, thoyi, Lagos 
Fax: OF - 2691248 
Arthur Andersen helps its clients succeed in the global market place by providing 
multidisciplinary services which inciude: 
Risk Management, Business Consulting, Process Solution, Contract Tax Services, Human 
Capital Services. Outsourcing and Executive Selection. 


For more information about Arthur Andersen please visit our website at wwwarthurandersen.comt 


CARDIFF 


UNIVERSITY 
PRIFYSGOL 


CAFRDYD 





Cardiff University is seeking a Vice-Chancellor to succeed Sir Brian Smith upon his 


retirement in September 2001. 


kmc international 
search & selection 


The University’s strategy is to pursue research of international excellence and research-led 
learning and teaching of the highest quality. With over 14,000 undergraduate and 
postgraduate students and a total staff of around 3,000, the University is financially strong 


and has a revenue budget of some £120 million of which £38 million is spent on research. 


The Vice-Chancellor will: 


* have experience of world class university research and the ability to enhance Cardiff's 


international reputation as a research university; 


Further particulars 
and details on how to 
apply may be sought 
at any date up to 
Friday 19th November. 


have the commitment, presence and standing to achieve greater recognition in the UK 


and overseas for the University’s achievements; 


work with bodies within Wales and beyond to bring to the Principality the benefits of 


having an international research-led university; 


have sufficient experience and knowledge of management to run a major higher 
education establishment, coupled with strong consensual leadership skills. 


The salary and benefits will be commensurate with the position. 
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The closing date for full 
applications is Friday 
26th November. 


Details may be obtained 
from kmc international, 
7 Old Park Lane, 
London W1Y 3LJ. 
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PREPARATORY COMMISSION FOR THE 


COMPREHENSIVE NUCLEAR-TEST-BAN TREATY ORGANIZATION (CTBTO) ED ERAL MA à AGER 7 INSURANCE CO. 


PROVISIONAL TECHNICAL SECRETARIAT Our client, ne of the le: 
> the Middle I 


The Preparatory Commission for the Comprehensive Nuclear-Test-Ban Treaty 
Organization with its Headquarters in Vienna is the international organization 
setting up the global verification system foreseen under the Comprehensive 
Nuclear-Test-Ban Treaty (CTBT), which is the Treaty banning any nuclear weapon 
test explosion or any other nuclear explosion. The Treaty provides for a global 
verification regime, including a network of 321 stations worldwide, a 
communications system, an international data centre and on-site inspections to 
monitor compliance. 





















To head the operations of a Middle East Insurance Co, 



















TheJobp = The Person: : 3 

+ -Conceéptualise and implement Strategic +» Professional qualifications in Finance 
Plans/Business Plans. (MBA/CA) with internationally redognised 

+ Conceptualise and market products in line insurance qualification. wee 












We seek to recruit a highly qualified candidate for the following position: 



































: with market requirements, + Minimum. 15 -years-experience in insurance” 
POST: Legal Officer + Develop the company’s range of insurance and related functions... 
GRADE: P-3 and other activities. + Experience in beading operations ina ; 
VACANCY ANNOUNCEMENT NO: VA 1175-37-1999 + -Manage day to day affairs and ensure similar finance service related environment: 
DEADLIN 16 November 1999 internal efficiencies, ? 
REPORT DATE: As soon as possible « Manage the risk profile of investmentsto = $ 





attain optimum yield 





communication skills. 


DUTIES AND RESPONSIBILITIES: Computer literate. 


Under the supervision of the Chief. Legal Services Section, Legal and External 
Relations Division, to: Research and prepare opinions on legal issues in relation to 
the CTBTO Preparatory Commission including inter alia the Host Country 
agreement, agreements with other international organizations and commercial 
contracts. Provide legal input into the drafting and the negotiation of agreements, 
arrangements, memoranda of understanding or exchanges of letters between the 
PTS and States Signatories and international organizations, including relationship 
agreements and ad hoc administrative agreements and the implementing 
documents therefore. Contribute to the drafting of legal opinions, correspondence 
and diplomatic communications on legal issues, administrative directives, manuals 
and information circulars, Preparatory Commission regulations and rules and 
background, information or briefing documents for the Preparatory Commission 
States Signatories. Keep under review the implementation of financial and staff 
regulations and administrative directives to ensure consistency in interpretation. 
Provide legal input to papers to the Preparatory Committee on proposed changes. 
Represent the Legal Services Section on such internal bodies as the Commission 
on-Contracts and other committees. 

























Basic Salary upto US$ 5000 p-m. plus housing, car & utilities, All these ure tax free. 
Please send your CV, passport details and two passport size photographs within 10 days to; 
















< Oman Resources Development Consultants LLC 
P.O. Box 506, Postal Code 133, Al Khuwair 
Sultanate ef Oman 

Fels (+968) 693501. Fax: (+968) 693697 
















Macro-Financial Economist for 
USAID Project in the Philippines 








QUALIFICATIONS: 
University degree in law with specialization in international law or a related field. 
At least five years working experience in a legal office preferably including at least 
two: years:in an international setting. Fluency in English and a good knowledge of 
at least one other of the official languages of the CTBTO Preparatory Commission. 

Excellent communication skills in English essential, 







Development Alternatives, inc. (DAI is a leading international development 
consulting firm. DA! is implementing the Accelerating Growth, Investment, 
Liberalization with Equity (AGILE) project in the Philippines. AGILE is a multi-year 
project funded by the United States Agency for International Development 
{USAID}. We are currently seeking a Macro-financial Advisor to serve as Principal 
Advisor to the International Finance Group (IFG) of the Philippine Department of 
Finance. This one-year technical assistance assignment is expected to begin in 
November 1999, 













REMUNERATION/CONTRACT: 
Depending on professional background and experience, indicative taxfree annual 
net base salary (inclusive of a variable element for post adjustment) from US$ 
54,139,- (without dependants) and US$ 57,999.- (with dependants), subject to 
deductions of contributions to the CTBTO Provident Fund and Health Insurance 
Scheme. Additional benefits include, when applicable, dependency allowance, 
education grant for children, rental subsidy, six weeks vacation per year, home 
leave travel every two years, Initial contract for fixed-term of three years. 


RE tS SE 2 SE DAE SSO 






Qualifications 


The successful candidate will be a Ph.D. Economist with a minimum of five to ten 
years experience in macro economic policy analysis and reform work. Extensive 
experience in either external debt management, assessment and management of 
government contingent liabilities, or pension reform is highly desirable. Proven 
ability to guide a team effort in providing a range of specialized assistance to 
Finance departments is essential. The successful candidate must be tive in 
dealing with high level government counterparts as well as private sector 
stakeholders. Prior work experience in Southeast Asia is preferable but not 
required, 













For more information, see the CTBTO Preparatory Commission’s home page: 
http:/Awww.ctbto.org. When applying, please quote the number of the vacancy 
announcement and complete the CTBTO Preparatory Commission’s Personal 
History Form, which is obtainable from the home page. If the form is not 
available, send a detailed curriculum vitae, including information on date of birth, 
nationality, employment history and references. Please note that it is in your 
interest to supply a complete and updated set of personal data. 

CTBTO Preparatory Commission, Personnel Section, Vienna International Centre, 
Room E0978, P.O. Box 1200, A-1400 Vienna. Tel: (43.1) 26030 6210. Fax: (43.1) 
26030 5897. E-mail: personneli@icthto.org Please only e-mail ASCH text- formatted 
messages and attachments as we are unable to read other formats at this time. 






Responsibilities 

* Deliver timely technical advisory services on policy analysis, formulation, and 
advocacy to the Department of Finance, particularly the IFG, 
Coordinate with bilateral and multilateral institutions to identify additional 
areas of potential collaboration. AGILE’s ongoing assistance to the Department 
of Finance is in the areas of contingent liabilities, tax policy analysis, pension 
reform, securitization, local government finance and external debt 
management, 
Provide technical oversight and overall coordination for all of AGILE’ 
technical assistance activities at the Department of Finance. 














To apply, please send a detailed curriculum vitae to: 





THE PREPARATORY COMMISSION FOR THE COMPREHENSIVE 
NUCLEAR-TEST-BAN TREATY ORGANIZATION IS COMMITTED TO A 
POLICY OF EQUAL EMPLOYMENT OPPORTUNITY. 
APPLICATIONS FROM QUALIFIED FEMALE CANDIDATES ARE 
PARTICULARLY ENCOURAGED. 


Ms. Vishalini Lawrence 
Development Alternatives, inc. 
7250 Woodmont Avenue, Suite 200 D 







Bethesda, MD 20814 
Fax: 301-718-7968 
Email: vishalini_lawrence@dai.com 
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consultancy and training fields, having reached in 1998 a turnover 21 
million euro. We work, using our consolidated know-how and 


| with public bodies and international organisations, Today, our aim is 
to build up our organisation into one of the prime European consultancy 
and training groups, being a trustworthy market leader which 


| our expanding activities, we are seeking 
| Multilingual Consultants Experienced in Co-operation Projects 


i sectors to strengthen our capacities of providing multicultural teams. 


Public administration: capacity building and institutional support 
Social policies and employment including health care 

EU Integration including EU structural policies 

Human resources development, training, vocational training 
Privatisation 

Industry (development and restructuring, including SMEs) 
International trade and investment promotion 

Local development and regional policy 

Rural development 

Banks and finance 

Energy and environment. 





oe ee see ee ee 


| English or French or Spanish is required. Previous experience within 
rojects funded by the European Commission, the 











| countries are welcome. 





| CV in English directly to our International Operations Division. 


l on the areas of specialisation required and to send your full-length 
eae S.p.A., Corso G. Matteotti, 39 bi 


10121 Torino. 










COLUMBIA 
BUSINESS 
SCHOOL 


Professor of Japanese Economy and Finance 

Columbia University's Graduate School of Business seeks applications to 
fill the Mitsubishi Trust and Banking Corporation Professorship in 
Japanese Economy and Finance. Applicants should have a Ph.D. in 
economics or finance, and an international reputation as an outstanding 
specialist on the Japanese economy, with a strong research publications 
record, Ability to use Japanese language databases, and read and speak 
Japanese are essential. The MTBC Professor will be a core member of the 
School's Center on Japanese Economy and Business and will be expected 
to teach on the Japanese economy in the MBA program. 


While a senior appointment is preferred, qualified junior applicants will be 
considered for this tenure track position. Applicants should send a CV, a 
list of references, and recent publications and working papers to: Chair, 
Search Committee for MTBC Professorship, c/o Joshua Safier, Search 
Coordinator, Graduate Schoo! of Business, Columbia University, 524 Uris 
Hall, MC 5969, 3022 Broadway, New York, NY 10027-6902. 


E-mail: HYPERLINK mailto:jms131@columbia.edu 


Review of applications will begin mid-November 1999. 


Columbia University is an equal opportunity/affirmative action employer. We espe- 
cially encourage applications from qualified women and minority candidates. 
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The Soges Group was founded in 1974 and today represents one of \ 
the most important European organisations operating in the | 


experience with industrial and service sector companies as well as : 


) guarantees the satisfaction of its clients, In order to meet the needs of 


| funded by the major international donors, targeting a wide range of | 


f x ; i A . n P 
|| Experience in countries with developing economies and fluency in 
AB 


orld Bank and | 
egional Development Banks is preferred. Nationals from beneficiary | 





Please check our web-site www.grupposoges.it to get more details : 








= 
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The U.S. Agency for International Development in Cairo,Egypt 
is accepting applications for the position of 


Privatization Technical Advisor 
Solicitation No. 263-99-P-044 


The U.S. Agency for International Development (USAID) in Cairo, Egypt 
requires the services of a U.S. Citizen to fill the position of Privatization 
Technical. Advisor in Egypt. Employment is to begin January 2000 and continue 
for an initial period of two years. The USAID privatization program, valued at 
$40 million, seeks to help Egypt create a stronger private sector through 
privatization and commercialization of public enterprises across many industrial 
sectors. The Advisor will directly support the Privatization Team and top Mission 
management - advising on privatization strategies, providing technical advice to 
Egyptian partners, and developing approaches to human resource development 
and increased public and private sector accountability and awareness, The salary 
ranges from $63,567 to $82.638 depending on individual's salary history. 
Additional job description information and application process is available on 
http://www.info.usaid.gov/procurment_bus_opp/procurment/psc_solicit 
Qualifications: Master’s degree in business administration, management, 
finance, economics or related field. Specialized expertise in privatization., 
professional-level experience in organizing, designing and implementing 
privatization; preparing firms for sale on the stock exchange; and/or managing 
significant development projects. 
Applications should be submitted by November 4, 1999. 
Ms. Lisa M. Bilder, USAED/Cairo, 
Office of Procurement, 
USAID Unit 64902, APO AE 09839-4902 
Fax: (20-2) 516-4739 
Email: lisabilder@usaid.gov 


CONSERVATION INTERNATIONAL 


Vice President for Field Support Programs 

















Support Programs reports directly to the President and CEO. This position 





dictated by conservation strategies developed in collaboration. with 
regional program staff, This position must collaborate with all regional’ 
programs to evaluate their strategies and. assist them in developing the 
appropriate, technically. integrated programs to deliver the outputs 
required by the strategy. In addition, the position will be responsible for 
providing ongoing oversight and quality assurance of the technical 
components built in the field. 









Qualifications 


1. Ten years experience managing a major field-based conservation 
initiative or major program providing technical support to field-based 
programs. 

2. Demonstrated ability handling complex issues and success in 
integrating multiple technical disciplines to address conservation 
challenges. 

. Excellent leadership, interpersonal, and people management skills. 

. Excellent oral and written communication skills including advanced. » 
presentation skills. 

. Good foreign language skills: fluency in English and Spanish is 
preferred as minimum requirement; French and Portuguese are a plus. 

6. Demonstrated successful fundraising skills for international 
conservation or development initiatives. 

7. Advanced degree in a technical discipline within the natural sciences or 
social sciences, including business or law. 










Pw 





ut 








For a more detailed explanation of the duties and responsibilities of this 
position visit C's employment page at www.conservation.org. Position 
offers competitive salary and excellent benefits. 





Send resume with cover letter, salary requirements and three references 
to: 





Conservation International 
Attn. VP Field Support Programs, 2501 M Street, 
NW #200, Washington, DC 20037 
Or Fax 202.887.0193 No phone calls please EOE 
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General Description: Based In Washington, DC the Vice President for Field: f; 


is responsible for assuring the technical quality of Cl’s field programs as- F 








TED: —. a 
CED TRAVELLERS| 
KNOW A BARGAIN | 


Conna your travel agent or call Cathay Pacific now. 


Fly Cathay Pacific. The Heart of Asia. 


KMS CATHAY PACIFIC 


ELEN 











Face it: out there in some 


garage, an entrepreneur is 
forging a bullet with your 
company’s name on it. 
You only have one option: 
you have to shoot first. 


Gary Hamel 
Author, “Bringing Silicon Valley Inside” 
Harvard Business Review Sept-Oct 1999 
Chairman, Strategos 





14 


UNITED NATIONS (@ D NATIONS UNIES 
-22 


rpt 
rit 


The International Civil Service Commission is a 
subsidiary organ of the United Nations General Assembly 
with the mandate to regulate and coordinate the conditions 
of employment of staff of the organizations of the United 
Nations family ("the common system"). 


Applications are invited, by 19 November 1999, for the 

ost of Senior Legal who is responsible, inter-alia, 
for (a) all legal aspects of the Commission's work, 
including the formulation of oe on all legal questions 
arising from the execution of the Commission's mandate, 
(b) examination and interpretation of staff rules an 
regulations, relevant legal instruments and practices of the 
United Nations and its specialized agencies; (c) identifies 
legal issues involved in cases involving challenges to the 
decisions of the Commission before the administrative 
tribunals of the UN system. Requirements: Advanced 
university degree in law. At least 15 years experience (at 
the national and international levels) dealing with legal 
issues pertaining to administrative and other related 
aspects of human resources management. 


Languages : Ability to explain, both verbally and in 
writing, complex legal and/or remuneration issues in clear 
and concise manner. Excellent knowledge of, and drafting 
ability in, either English or French. 


Remuneration: Net salary: $86,300 (single rate), 
$92,900 (dependancy rate) p.a. In addition, other 
allowances may apply. Applications with full CV should 
be sent to: Executive Secretary, ICSC, DC2-1060, 2 U.N. 
Plaza, NY 10017. 


ere 


To find out more about career opportunities 
with Strategos please visit our website. 
www.strategosnet.com 
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HONG KONG EXCHANGES AND CLEARING LIMITED (HKEC) 
CHIEF EXECUTIVE OFFICER & CHIEF OPERATING OFFICER 


A part of a major reform of the securities and futures markets in Hong Kong, the Hong Kong Stock and Futures Exchanges 
and related clearing houses are to merge under a new holding company, the Hong Kong Exchanges and Clearing Limited 


(HKEC). 


The HKEC was incorporated in. Hong Kong and has plans to seek a listing on the Hong Kong stock market after the merger. It 
has a dual role to pursue both profit driven commercial goals while effectively performing its public functions to ensure a fair 


and orderly market and prudent risk management. 


To ensure that the HKEC builds upon the considerable success of its previously autonomous entities a world class management 
team is being sought to lead the HKEC into the 21st Century. Crucial to this team are the Chief Executive Officer (CEO) and 


the Chief Operating Officer (COO). 





Chief Executive Officer 


The CEO has full management responsibility for the 
performance of the HKEC and is primarily responsible for 
balancing the commercial objectives of HKEC and its public 
functions; devising its corporate strategy, securing regional 
and global alliances, and supervising and optimizing HKEC’s 
market operations. The successful applicant is likely to possess 
the following skills and experience: 


e Excellent general management skills, particularly as a 
leader and motivator of staff; 

+ A global perspective in trends and development of 
exchanges and clearing houses; 

* A known “entity” in the fraternity of exchanges 
management; 

* Someone who understands how “Hong Kong Inc.” operates 

and is conversant with the regional and Chinese market; 

Political savvy in the broadest sense of the description; 

Able to deal with multiple constituencies; 

Ethical, with impeccable integrity; 

Sound understanding of compliance and regulatory issues; 

International minded and a global player with leadership 

qualities. 


. o o @ ¢ 





Chief Operating Officer 


The COO will focus on building the HKEC as an integrated 
commercial and profit making entity. He or she will ensure 
the efficiency of its operations, namely; finance and treasury, 
human resources, administration and information services and 
technology. Possibly a Head of Operations or COO with a 
major financial services group from the private sector or 
international exchanges of stature, the selected candidate is 
likely to possess the following skills and experience: 


© Excellent operations skills, with the latest appreciation of 
management culture; 


`e Sound appreciation on the application of information” 


technology to management and operation of exchanges 
and clearing houses; ! 

e Conversant with what e-commerce and the challenges and 
opportunities it brings; 

è People skills especially in motivation as an agent of 
influence in a team environment; 

¢ Someone who operates equally competently in macro and 
micro situations; i 

e Appreciation of “Hong Kong Inc.” and the regional and 

Chinese market will be advantageous; 

Ethical, with impeccable integrity; ; 

Developmental mindset because of the unique nature of 

the merger; 

Sound understanding of compliance and regulatory issues. 





Hong Kong is an international city and beth positions are 
open to all nationalities who offer appropriate skills and 
credentials. Knowledge of the Chinese language would be an 
advantage but it is not mandatory. 

Please reply in writing with personal particulars to: 
Raymond Tang or Cecilia Tsim 

Russell Reynolds Associates 

3801-4 Edinburgh Tower, The Landmark 

15 Queen's Road Central, Central, Hong Kong 

For overseas applicants, please apply via: 

Facsimile: (852) 2845 - 9044 or 


Email: mmaslin@russellreynolds.com 








RUSSELL REYNOLDS ASSOCIATES 


3801-4 Edinburgh Tower, The Landmark 
15 Queen's Road Central, Hong Kong 
hittp-/Avww. russelireynolds.com 


The closing date for applications is October 29, 1999. All information supplied by applicants in response to this advertisement 
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will be used solely for the purpose of processing your application for the captioned positions. 
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I will peer around corners. 
I will see past clouds. 


I will get to the source. 


I will provide insight, 
not statistics. 


I will shed light. 


I will look. 
I will go back and look again. 


I will find limbs worth going out on. 


I work for J.P. Morgan. 


J P Morga n joseluisdaza@jpmorgan.com (emerging markets research) 


brporated LF Morgan Securities Inc member $ >M an Securities Lid member London Stock Exchange, regulated by SFA. Morgan Guaranty Trust Company of New York, member FDIC. JP Morgan investment Management Inc. ie t 
ngapore by MAS. and in Japan by FSA JP Morgan Sunties Asia Pte Lid reguluind by SFC Hang Kong. MAS of Singapore and FSA of Japan. JP Morgan is the marketing name for JP Morgan & Co incorporated and its subscharins wordwace 
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Oh, Pakistan 


ILITARY coups are rarities these days, so 

there was something rather nostalgic 
about the events in Pakistan on October 12th. 
Televisions went black, then martial music 
started up against a background of patriotic 
pictures of strutting soldiers and, a few hours 
later, a cross-looking man in a uniform ap- 
peared on the screen and said that he had 
done it for the good of his country. General 
Pervez Musharraf, Pakistan’s new military 
leader, certainly has all the trappings of an 
old-fashioned villain; and he was welcomed 
as such by condemnations and expressions of 
concern from all over the world—including 
from that champion of democracy, China. 

The instinct to support democrats and condemn military 
coups is correct, yet it is worth remembering that not all elect- 
ed leaders are democrats and not all generals are villains. It is 
regrettable that the army should be the instrument of change 
in Pakistan, but the departure of the government of Nawaz 
Sharif (after Mr Sharif had tried to secure General Musharraf's 
departure) may well bring an improvement to the country’s 
fortunes. Whether in fact it turns out that way depends entire- 
ly on what General Musharraf does now. He has the power to 
make his country a better place, or to destroy it. 

Pakistan has been in such a mess for so long that it is 
tempting to conclude that the country is doomed. It was creat- 
ed in the chaos of partition, and torn since birth between con- 
flicting cultures. It has a tribal social structure, an Islamic ide- 
ology and a legal and political system that is British in origin. 
Islamic and secular law battle each other. Tribal loyalties dis- 
tort the democratic process. Shia and Sunni Muslims shoot 
each other on the streets. From the west, Afghanistan’s Tali- 
ban spill into Pakistan and bolster the growing ranks of its 
fundamentalists. On the other side of the country, the perpet- 
ual conflict with India over Kashmir helps destabilise domes- 
tic politics. In response to one mess or another, the generals 
have ousted politicians before, in 1958, in 1971 and in 1977. 

Yet, whatever the pressures, individuals can still make a 
difference, and Mr Sharif and Benazir Bhutto, who have both 
had two turns in power, certainly have done. Their dismal 
performance has demeaned democracy and may have blown 
Pakistan’s chances of maturing into a decently governed 
country for years to come. Mr Sharif is especially culpable. He 
came to power in 1997 with a huge majority, and with the 
freedom that comes from strength. He could have used his 
power for good or ill. He chose to use it badly, in two ways. 

First, Mr Sharif fostered corruption. It is unclear how 
deeply implicated he himself was: the former chief justice, 
Sajjad Ali Shah, had agreed to hear corruption charges against 
Mr Sharif, but was sacked soon afterwards. In any event, as 
most Pakistanis would agree, their country stinks. Corruption 
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undermines not just the polity, but the econ- 
omy as well. One of Pakistan’s big problems is 
ordinary people’s refusal to pay their taxes. 
And one reason why ordinary people do not 
pay their taxes is that they reckon the politi- 
cians will steal their money. 

Second, Mr Sharif used his considerable 
power to attack not just his political oppo- 
nents, but also the institutions essential to the 
proper functioning of a democracy. When he 
got into an argument with the chief justice in 
1997, mobs from Mr Sharif’s party surround- 
ed the Supreme Court, and Mr Shah was 
sacked. When the press gave Mr Sharif trou- 
ble, he turned on it, freezing bank accounts, 
confiscating newsprint and even having an editor imprisoned 
without charge for a month. 

His placemen were put in to run the police, turning the 
guardians of law and order into the guardians of Mr Sharif’s 
interests. And the army—which had seen one chief of staff 
sacked after criticising Mr Sharif’s capricious use of power— 
believed that the same was about to happen to it. “Despite all 
my advice,” General Musharraf told the nation in the small 
hours of October 13th, “they tried to interfere with the armed 
forces, the last remaining viable institution in which all of you 
take so much pride and look up to at all times for stability, 
unity and integrity of your beloved country.” 


Discontent all round 


It was not just the army that had turned against Mr Sharif. So 
had the voters. In a country that takes easily to the streets, 
there were no demonstrations protesting against the army’s 
action, and a few supporting it. 

In itself, however, that is not very reassuring. Widespread 
rejoicing was the initial reaction when General Zia booted out 
Zulfikar Ali Bhutto in 1977. When Zia started jailing people in- 
discriminately, and executed Bhutto, feelings changed. Paki- 
stanis now need to know what their new general intends. 

The good news is that, although the army itself is a conser- 
vative and Islamic organisation, General Musharraf is not a 
fundamentalist: he is, say those who know him, a west- 
ernised liberal who is alarmed by the spread of extremist 
views in Pakistan. Nor is he reckoned to have political ambi- 
tions. He gave his first broadcast to the nation, explaining his 
coup, in English, the language of the elite: anybody who had 
been planning a political career would have spoken in Urdu, 
the national language. 

Yet even unambitious westernised liberals can acquire a 
dangerous taste for power. If General Musharraf is to per- 
suade his countrymen—and the rest of the world—that he 
has done the right thing, he must quickly take three steps. 

First, he needs to reassure India that he plans no new ag- 
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which negotiated the peace between India and Pakistan in 
July—is concemed that Pakistan’s withdrawal of troops from 
Kashmir was the principal bone of contention between the 
army and Mr Sharif. It has expressed “grave concern” and 
placed its army on high alert along the border. Unless General 
Musharraf makes it clear that he has no wish to renew the 
conflict, the subcontinent could move back to the brink of 
war. Nowadays that could mean nuclear war. 

Second, General Musharraf needs to make it very clear, 
very soon, that he is moving Pakistan towards democracy. He 
needs to set up a caretaker government that would have two 





gression. The Indian government—and the American one, main jobs: to prepare for a new set of elections and to clear up 








corruption. Tackling corruption is the more difficult task, but 
it is essential. Honesty and democracy go hand in hand. If 
politicians are reasonably honest, people will support the in- 
stitutions of democracy; and if democracy works reasonably 
well, it will help root out corruption. 

Lastly, General Musharraf needs to go back to his barracks 
and keep quiet. If he has the sense to do that, he will go down 
in history as one of the few Pakistani leaders who has done 
his country a favour. If he tries to hold on to power, he will, in 
the long run, fail. In that event, he might well bring his coun- 
try down with him. 





The merit of waitin 


Tony Blair should resist the pressure on him to commit Britain to 


a date for joining the single currency 


66 AIT and see”: this has been the policy of Tony Blair's 

government towards British membership of Eu- 
rope’s single currency. As with a number of his policies, it is 
identical to the formal stance of his predecessor, John Major, 
though with the added conviction that arises from a huge 
parliamentary majority. At times, Mr Blair has added further 
subtlety: “Wait and see while hugging any euro member who 
walks by.” But this week, as he joined the launch of a new 
lobby group, Britain in Europe (see page 63), Mr Blair ap- 
peared to add a new twist: “Wait and see but look like you're 
doing something positive.” Well, style and mood do matter, so 
this may do some good. But, to borrow a politicians’ cliché, let 
us make one thing perfectly clear: “Wait and see” is an excel- 
lent policy. Mr Blair should stick to it. 

Why? Can't we see that the euro is working splendidly? 
Surely Britain should not repeat its mistake in the Messina 
:: conference of 1955 of assuming that a European project will 
not work and then joining it some years later? Think of all the 
influence Britain will lose, the longer it stands aloof from the 
European Union’s flagship policy. Make your minds up— 
Britain, Tony Blair and The Economist. 


A good idea, but not for everyone 


On the basic issue, this newspaper has long had its mind 
made up: it is in favour of the euro’s existence. A monetary 
policy independent of political control is likelier to protect 
macroeconomic stability; and there are clear benefits to be 
gained from having firms compete, in a more open way, in a 
larger currency area, shorn of part of the currency risk of their 
investments. However, it can be designed well or badly, and 
the euro’s design has several flaws. Notably, to make it work 
through thin times as well as thick, public opinion needs to 
be brought firmly on the euro’s side; and alongside the com- 
mon monetary policy there should be wide national discre- 
tion in fiscal matters, to take account of local circumstances. 
Little attempt was made to persuade Europeans of the euro’s 
merits. And the German-inspired “stability pact” has put 
strict, potentially dangerous, limits on fiscal discretion. 

This has made the euro project riskier. And now, just ten 
months after exchange rates were fixed and monetary policy 
was handed to the European Central Bank, is far too soon to 
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pass judgment on the scheme, for good or ill. Neither public 
support, nor the need for fiscal discretion, will have been test- 
ed properly until part or all of the euro area passes through 
much thinner, more difficult times. We wish the project well. 
But nobody knows anything more about the euro’s long-term 
viability today than they did ten months ago. 

So, if you think that Britain (or Sweden or Denmark, the 
other voluntary non-members, see page 55) should join now, 
or soon, then Britain should actually have joined right from 
the start. There were some reasonable arguments for that: it 
would have given it more influence over the project’s design; 
a fixed exchange rate would have increased competition in 
the British market; the commitment shown to the scheme by 
the 11 founder members made it likely that its flaws would, in 
time, be overcome. Against that, though, stood other, stronger 
arguments: that the gap between British short-term interest 
rates and continental ones, combined with British borrowing 
behaviour, made a common monetary policy likely to be des- 
tabilising for Britain; that the British economy, not being as in- 
tegrated as the collection of continental ones around the 
Rhine, could have been destabilising for the euro; that public 
opinion in Britain was actively hostile to the idea. All these 
made waiting-and-seeing the better course. 

Nothing relevant has yet occurred to change that. Before 
Britain should join, the euro should be watched through thin 
times as well as thick; the obstacles to a one-size-fits-all mon- 
ey policy working well in Britain, principally the level of inter- 
est rates and the behaviour of household borrowing, need to 
be reduced or eliminated; and public opinion needs to be 
persuaded of the merits of membership. That last point 
makes it sensible for Mr Blair to have supported “Britain in 
Europe”. But he must do so while still waiting and seeing. 

One further argument often crops up in this debate. It is 
the idea that Britain will anyway have to join eventually, if it 
is to be a proper, influential member of the European club, so 
it might as well jump in soon. Waiting will merely impose 
costs, while bringing no benefits. 

The trouble with this is, first, that the supposed costs are 
pretty moot: what are they, precisely? Britain is big outside as 
well as inside; it has bargaining power; it wields foreign- 
policy clout. There is no evidence that euro membership 
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would make a decisive difference, either way. Second, it de- 


pends on a view of Europe that is dangerous and will become 
more so as the Union expands. Is it really axiomatic that a 
one-size monetary policy will always fit any country which 
wants to be a full eu member? It would be foolish, to say the 
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Don’t always believe what you read in the papers 


OME people take numbers seriously. Indeed, we do. Ever 

since August 1843, when our first editor promised his read- 
ers the “statistics of the week”, our articles have been pep- 
pered with numbers. A subsequent editor, in the 1950s, 
coined the word numeracy, to describe a quality he valued. 
But numeracy is nothing without accuracy—and we, like oth- 
er journalists, are not infallibly accurate. Wise readers, even of 
The Economist, should never forget that there are lies, 
damned lies and statistics, and among the most damnable are 
those relating to disasters, whether natural or man-made. 

British readers may need little reminding of this. They 
have just endured a week in which Britain’s newspapers have 
revelled in a dreadful train crash. The death toll rose almost 
minute by minute until, two days after it had happened, “at 
least 100” were dead, according to one tabloid, and “it could 
be many more, even as high as 170”. The Times reckoned 70 
had been killed and 100 more were missing. No wonder, for 
the Sun, it was “the worst peacetime disaster”. We ourselves 
said “at least 70” had died. In fact, a-week after the accident, 
the death toll had settled at about 35—a fact that few newspa- 
pers reported in type so big and bold as the sort they had 
been using a few days earlier. 

Back in April, we reported claims by the American State 
Department that 100,000 people had been killed in Kosovo. 
We were sceptical, but by the end of the war in June we had 
swallowed, albeit with the weasel qualification of “perhaps”, 
the figure of 100,000 Kosovars dead at the hands of the Serbs. 
Today few authorities put the correct number above 10,000. 

A similar downsizing is going on in East Timor, where 








least, if the EU were to require every new member to join the 
euro (Latvia? Turkey?) as one of its key tests of Europeanness, 
and it is foolish to expect it of all existing members too. The 
sooner the euro becomes merely a successful monetary ar- 
rangement, and not a political totem, the better. 








mass killings were widely reported to have been carried out 
by rampaging militias. The rampaging took place, but the re- 
ports of the deaths were a bit like Mark Twain’s: exaggerated. 
A United Nations spokesman said this week, “We've heard 
horrendous stories for which there’s not a shred of evi- 
dence...We don’t believe that people in their thousands have 
been killed and their bodies buried or thrown in the sea.” 


Go forth and multiply 


In the fog of war, or of peacetime catastrophe, it is, of course, 
impossible to know for certain how many people have died 
or been hurt, yet readers want an estimate. So the word “per- 
haps” is not always—perhaps—so weasel, after all. Yet jour- 
nalists seldom reduce their estimates as time goes by. The first 
figure—‘‘as many as 100”—soon becomes “about 100”, and 
then “at least 100” and often then “perhaps 1,000”. Journalists 
want to promote their stories, editors their papers, aid work- 
ers their agencies. Even government officials may want to cur- 
ry sympathy. On August 24th, the official toll in Turkey’s 
earthquake was an apparently precise 17,997. A day later it 
had dropped to the equally precise figure of 12,514. 

This points to some rules for journalists, such as: treat the 
claims of interested parties with suspicion, make clear that 
the figure you accept is just an estimate and, if you are subse- 
quently proved wrong, own up to it. But readers too should 
beware—of spurious accuracy, of manifest inflation, and of 
journalists’ persistent tendency to exaggerate. Whatever the 
power of the press in general, when it comes to killing people, 
the pen is truly mightier than the sword. 








A fear of illegal immigrants is being used to promote the creation of a single 


body of law 


PROJECT as important for Europe as its single currency? 

Well, maybe. The justice and home-affairs ministers of 
the European Union, along with its 15 heads of government, 
will certainly be tackling some big issues when they meet this 
weekend in Finland: freedom, security, the law. For some en- 
thusiasts, the summit may mark a big new step on the road to 
federation. Freedom and security, it will be argued, can be 
guaranteed only if they come under the protection of one fine 
canopy of law—a European corpus juris, as the latest jargon 
goes. The enthusiasm is misplaced. Closer union does not re- 
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5 
quire “one judicial space”. But it would be right to think that 
rigorous, far-reaching co-operation in legal matters is needed 
not just to defend what the Union has already achieved but 
also to enable it to take in the extra dozen or so countries that 
are clamouring to join the club. 

The freedom most on ministers’ minds will be the funda- 
mental one of being able to move, without hassle, from one 
end of the Union to another: from Berlin to Barcelona today, 
or perhaps, as the club expands, from Sofia to Stockholm to- 
morrow. But this freedom is being undermined by millions of 
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people who are not meant to be inside the £u at all: the swell- 
ing host of “illegals” who have slipped across the Union’s po- 
rous borders in search of a better life (see pages 23-25). 

At a conservative guess, illegals are now entering the Un- 
ion at the rate of 500,000 a year. They are unlikely to stop 
soon. North Africa is bulging with unemployed young people 
eager to find jobs in Europe. The Balkans has millions of 
would-be emigrants, itching to leave. Farther north, the pres- 
sure is likely to increase when Poland joins the Union and is 
duly told by its new partners to close its eastern border with 
Ukraine and Belarus. As long as the eu is rich and its neigh- 
bours relatively poor, it will be a magnet for immigrants. 

Big steps have already been taken towards creating greater 
judicial harmony among the £u’s present members. Swathes 
of commercial law are being made compatible across the con- 
tinent. Under the Amsterdam treaty, oversight of the free 
movement of people, along with much civil law, now comes 
within the main remit of £u business, which includes all sin- 
gle-market issues. The Schengen agreement, which allows 
passport-free travel among a group of nine countries, is treat- 
ed similarly, but police matters and criminal law are, for the 
time being, in a different category where business is conduct- 
ed between governments (with national courts still supreme). 

The most ardent integrationists eventually want one judi- 
cial system. For a start, they suggest setting up special £u pros- 
ecuting teams, at first just to tackle fraud within the eu bud- 
get. But the variety of judiciaries and their very different 
standards make the idea of an Eu-wide criminal-courts sys- 


tem impractical. Better to have more mutual recognition 
among national courts, so that, for example, extradition pro- 
ceedings would become redundant; a judge in one country 
could tell the police in another to send back someone suspect- 
ed of a crime. A system of Eu-wide bail and “Euro-warrants” 
enabling any judge to effect quick arrests anywhere in the EU 
could also be set up. These would be radical changes. 


Co-operation before integration 


Under the rubric of keener co-operation, other big changes 
could be promoted too. Within the Schengen zone, for in- 
stance, a procedure should be encouraged whereby the police 
and customs services of one country would be allowed to as- 
sess, and report on, the effectiveness of their counterparts in 
another. Governments should set about agreeing on clearer 
definitions as to what constitutes a refugee, and on which 
countries are so nasty and dangerous that no asylum-seeker 
should be sent back to them. At present, there is no agreement 
about that. Germany, for example, sends most illegal Somalis 
back home, whereas Britain does not. 

Much more could be done for asylum-seekers, at least in 
countries such as Britain. Similar welfare packages for appli- 
cants could be agreed on by all eu countries, so that entrants 
would be less inclined to “shop around”. And all could agree 
to share the burden of refugees more fairly by setting up a 
fund to help countries such as Austria and Germany, which 
bear a disproportionate share. This sort of co-operation, not 
the creation of a common body of law, is the way to go. 





Indonesia’s next president 


The country needs a decisive break with the past—with autocracy, corruption 
and undue military influence. And with President B.J. Habibie 


HO should lead Indonesia? Next week the country’s 
highest legislative body meets to pick a new president. 

It has the chance, therefore, to bring down the final curtain on 
the regime of ex-President Suharto, whose formal rule—all 32 
years of it—came to an end when he was forced from office in 
May 1998 but whose legacy has dominated the past 17 turbu- 
lent months. A decisive end to the Suharto era is what most 
Indonesians want, to judge by their voting in the legislative 
election in June. But they may not get it. The new president 
will be selected by an assembly that contains appointed 
members as well as those democratically chosen in June, and 
some of the appointees will be soldiers. Even if they do not 
sway the result, the assembly could still pick yesterday's man. 
That man is Mr Suharto’s chosen successor, President B.J. 
Habibie. The two are not clones. Whereas Mr Suharto was 
sternly authoritarian, Mr Habibie has been ready to reform: 
he has given freedom to the press, emptied the jails of politi- 
cal prisoners and offered self-determination to the people of 
East Timor. Nonetheless, his reformist instincts are limited. He 
has manipulated the system to favour both himself and the 
ruling party, Golkar. He has also failed to establish the rule of 
law. In particular, he has allowed corruption to continue at 
the highest levels. This week, as if with a shrug of the shoul- 
ders, he let his attorney-general abandon the official investiga- 
tion into the affairs of Mr Suharto without any kind of charge. 
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It is this sort of behaviour that makes Mr Habibie, whatever 
his protestations, the candidate of the old regime. 

Moreover, Mr Habibie is weak, especially where the army 
is concerned. Indonesia’s armed forces, endowed by the con- 
stitution with the dual role of protecting the state against both 
external and internal threats, have long been far too influen- 
tial. As president, Mr Habibie has failed to gain control of the 
generals, who have been horribly ready to break the heads of 
demonstrators on the streets of Jakarta and, more seriously, to 
promote, or at least tolerate, mayhem in East Timor. This 
week Mr Habibie even chose as his prospective vice- 
president General Wiranto, the head of the armed forces and 
therefore the soldier responsible—through commission or 
omission—for the chaos and carnage in East Timor. 

Against a record like this, you might think, the opposition 
would have little trouble seizing the presidency. But things are 
not so simple. The main standard-bearer of the anti-Suharto, 
anti-Habibie, anti-Golkar forces is Megawati Sukarnoputri, 
daughter of Indonesia’s first president, Sukarno, and leader of 
the party that came first, with 34% of the vote, in the June 
election. Miss Megawati stands for reform in general; she be- 
lieves in a secular state; she has some good advisers; and she 
seems to understand that the current role of the army is in- 
compatible with democracy. Her mastery of the arts of poli- 
tics, however, is much less impressive. Troublingly, she seems 
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enough to give her the presidency, even though its block of 153 
seats is far short of a majority in the 700-seat assembly. Obvi- 
ously, she needs allies, but a disdain for deal-making that bor- 
ders on arrogance has so far prevented her from getting them. 

That is not her only shortcoming. She is culpably non- 
committal, managing to appear reformist without ever being 
specific and critical without ever being courageous. She op- 
posed the decision to hold a referendum in East Timor, 
though now she says she would let it secede. And, worryingly, 
she, like her rivals, has been unwilling to rule out General Wi- 
ranto as a possible vice-president. 


God, soldiers and politicians—best kept separate 


On Thursday, amid much political manoeuvring and before a 
speech in which Mr Habibie was due to defend his record to a 
largely critical assembly, only one other presidential choice 
seemed likely. That was Abdurrahman Wahid, the leader of 
Indonesia’s—indeed, the world’s—largest Muslim organisa- 
tion, a conservative, mainly rural collection of 30m-35m peo- 


‘ to think that her ‘party’s showing in the election should be - 






ple. Charming, witty and staunchly anti-Habibie, Mr Wahid i: 
also a distinguished Muslim scholar, though not a Muslirr 
firebrand. In some ways, therefore, he is good presidentia 
timber, except that one of his most attractive traits—his belie! 
in secularism—also seems to rule him out as a president. As i 
happens, he is in indifferent health. He can probably serve In: 
donesia best by standing aside and helping to safeguard the 
separation of mosque and state. 

In these circumstances, Miss Megawati seems to be the 
least bad choice. If she becomes president, she will at leas 
have the backing of many of the rural poor and many of the 
students who have been agitating for reform—and whc 
would be outraged by a Habibie victory. But among the ump. 
teen uncertainties of a Megawati presidency would be the 
role of the armed forces. It would be impossible to rule Indo- 
nesia without the goodwill of the army. But it would also be 
impossible to rule it democratically with the army in its cur 
rent position of influence. Whoever is chosen next week 
should insist that there can be no place in Indonesia’s politic: 
for any soldier in uniform. 





A global money market 


It is time for a single market—in central bankers 


ORE and more companies are appointing foreigners to 
their boards. And global market forces are causing pay 

for top managers to converge across countries, especially in fi- 
nance, where talent is quickly poached. So why hasn’t the 
stuffy old business of central banking embraced this trend? 

The answer is that national barriers are in the way. Amaz- 
ingly, Alan Greenspan, whom many see as the best central 
banker in history, is one of the lowest-paid, with a salary of 
only $137,000. At the other extreme, Antonio Fazio, governor 
of the Bank of Italy, gets a package estimated at $600, 
even though his bank no longer runs his country’s monetary 
policy. The governors of the European Central Bank, the Bank 
of Japan and the Bank of England also all earn far more than 
Mr Greenspan. When such differences appear in financial 
markets there should be profitable opportunities for arbitrage. 

Speak to almost any central banker today and he will pri- 
vately express deep misgivings about other countries’ mone- 
tary policies. By offering themselves for hire, they would get.a 
chance to correct others’ mistakes. Take the bank currently 
making the most obvious error: the Bank of Japan, which has 
persistently underestimated the risk of deflation and been 
too slow to ease policy. The Boy lamely agreed at its meeting 
on October 13th to increase liquidity slightly, but it rejected 
full “quantitative easing” (buying long-term government 
bonds or using unsterilised foreign-exchange intervention). It 
also ruled out the sensible idea of an inflation target—with a 
floor as well as a ceiling. Japan’s economy has started to grow, 
but an overly tight monetary policy and a strong yen could 
easily make it shrink again. The truth is that the Boy is loth to 
cave into politicians, even when their demands are reason- 
able, purely because that might seem to undermine its inde- 
pendence. Indeed the governor, Masaru Hayami, has said he 
would resign rather than buy government bonds. 
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The answer to this dilemma is clear: the Japanese gov. 
ernment needs to head-hunt Mr Greenspan, by offering tc 
raise his salary to the world market rate. Overnight, his ap- 
pointment would restore confidence in the economy; and ii 
he continued with his current fondness for a lax monetary 
policy, he would stop Japan’s deflation in its tracks. 


Old Ladies for hire 


In Europe, the ecs has been doing a rather better job; its inter. 
est rates look about right. Its critics complain, however, of é 
shortage of accountability and transparency, and in particu 
lar about its refusal to publish the votes of individual counci 
members. Without proper accountability and transparency 
the ecs will find it hard to win public support and so will be 
an easy scapegoat for politicians if things go wrong. This pre- 
sents another trading opportunity: Wim Duisenberg and Ed- 
die George, the bosses of the ecs and the Bank of England re- 
spectively, should do a swap. Mr Duisenberg could usefully 
pick up some tips from the Bank of England, which is widely 
acclaimed as a model of transparency and accountability. In- 
deed, that central bank should be commended for already 
having two foreigners on its monetary policy committee. As 
for Mr George, he would get useful first-hand experience of 
the euro to help him build up more enthusiasm for it. 
What about the Fed? America’s economy looks danger- 
ously overheated; monetary policy needs to be tightened. 
Who better than Mr Hayami, who sees inflation every- 
where—even, ludicrously, in Japan. And since he does not ap- 
pear to worry about deflation, he won't mind taking a large 
pay cut. He could also offer advice, based on Japan’s experi- 
ence, on what not to do when America’s bubble bursts— 
which might well happen the instant Mr Greenspan departs. 
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A single market in crime 


OTRANTO 


The massive scale of illegal immigration, the rise of cross-border crime and 
increasingly porous frontiers mean that representatives of European Union 
governments meeting this week in Finland have a huge task ahead of them 


HREE young men, wearing shorts, dark 

glasses and broad grins, pose proudly be- 
side the cherry-red speedboat for a photo- 
graph. Each has one knee raised and a foot 
planted triumphantly upon one of the 
boat’s three huge 250-horse-power engines, 
like jubilant fishermen with their catch. Ex- 
cept that this 10-metre (33-foot) craft is the 
prize of no amateur sport: the three men are 
off-duty Italian policemen, showing off the 
boat they seized the previous night after 
chasing a smuggler and his cargo of 35 illegal 
immigrants on their way from Albania to the 
Italian coast. 

It had been a pretty average shift for a 
calm, still, autumn night. Between them, the 
police, the navy and the coastguards had 
picked up about 100 illegals off a 55km (35- 
mile) stretch of the coast north of Otranto, a 
small port in Apulia near the southem tip of 
Italy and the narrowest point of the Adriatic 
Sea:on aclear day here, you can see the Alba- 
nian mountains across the 70km channel. A 
mix of Albanians, Kurds from Turkey and 
Iraq, Bengalis, Pakistanis and Kosovars had 
been stashed inside the tiny wooden hold of 
this boat, the hatch firmly closed. 

In order to seize the vessel, explains one 
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of the young policemen with thinly dis- 
guised relish, they had crashed intoit while it 
was trying to speed away. They had had no 
hesitation in doing this because the helms- 
man, an Albanian smuggler, had already 
dumped his cargo in the sea. This lot had 
been rescued by the coastguards; many oth- 
ers, less fortunate, simply drown. The smug- 
gler himself had leapt overboard, but was 
hauled out of the water and, with his vessel, 
taken back toOtranto—to much admiration, 
and the triumphant photo session, next day. 

Every night, a flotilla of Italian ships and 
power-boats speed up and down the coast, 
and to and from the bases they have now es- 
tablished, with Albanian government per- 
mission, in Albania itself. Every night, they 
find at least one boatload, sometimes up to 
20 of them, each with a cargo of 30-odd 
smuggled people; sometimes, there are also 
drugs or automatic weapons stashed inside. 
In the eight months to the end of August, 
21,000 illegals had been picked up along this 
short stretch of the coast alone, compared 
with 19,957 in the whole of the previous year. 

For every person caught, reckons Cap- 
tain Enrico Macri, the commander of the 
Otranto coastguards, another two or three 


will have waded ashore and slipped in un- 
detected. And for every person shuttled 
across the sea, whether delivered safely or 
not, the smuggler pockets at least 1m lire 
($540). With revenues like this, and using 
boats worth some 100m lire each, the traf- 
ficking of human beings, according to Willy 
Bruggeman, a deputy director of Europol, “is 
getting as profitable for criminal groups to 
deal in as other crimes such as drugs.” 

In the past couple of years, the tradition- 
al range of contraband smuggled by organ- 
ised criminals across borders in Europe— 
drugs, guns, stolen cars—has expanded toin- 
clude human beings. Often, the same mafia 
rings deal in all these, and money-launder- 
ing. Whereas a few years ago organised crim- 
inals in cities like Antwerp and London 
came chiefly from countries such as Nigeria 
or Colombia, says Europol, the business now 
is as likely to be run by Russians, Albanians 
or Yugoslavs. It is the Russian mafia these 
days that is buying up property on the Span- 
ish Costa del Sol with the proceeds. 

The fastest-growing trade is in human 
beings. A conservative estimate by Jonas 
Widgren, of the International Centre for Mi- 
gration Policy Development in Vienna, reck- 
ons that 400,000 people are smuggled into 
the European Union each year; others sug- 
gest that is simply the number of girls 
brought into the £u and forced into prostitu- 
tion. Prostitutes from Russia, Ukraine, Bela- 
rus and Moldova—and more recently from 
Kosovo and Albania—are trafficked to Ber- 
lin, London, Brussels, Milan and Amster- 
dam. Most of them are women under the age 
of 25, often lured with false promises of jobs 
as “dancers”, or abducted and sold for as lit- 
tle as $1,000, then beaten and forced to work 
for local pimps. An increasing number these 
days are young boys. The networks of peo- 
ple-smugglers reach from the highly organ- 
ised Russian and Ukrainian rings to the 
smaller Albanian and Yugoslav cells. 


Why they come 

The rocky stretch of the Italian coastline near 
Otranto, often referred to as the “soft under- 
belly of the European Union”, exposes the 
contradictions and complexities of the Eu’s 
effort to seal its outer border against any- 
thing it does not want—whether guns, con- 
traband cigarettes, cannabis, cocaine or peo- 
ple seeking a better life—while at the same 
time ridding its citizens inside of many of 
their everyday restrictions. One reason this 
bit of the border is so popular is its proximity 
to the war-battered Balkans across the sea. 
But it is also no coincidence that last year, 
when the numbers seized leapt so dramati- 
cally, Italy implemented the Schengen agree- 
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EUROPE’S BORDERS 
ment (named after a Luxembourg 
border town), which dissolves the 
borders between its full members, 
and is now part of £u law. 

Italy had long been a magnet, 
thanks to its geographical position, 
long coastline and famously lax ap- 
proach to illegal immigration: it has a 
habit of granting mass sanatoria, or 
amnesties, every so often, and even 
the police admit that expulsion orders 
are seldom enforced. But, nowadays, 
once illegals are inside Italy, they face 
no more border checks throughout 
most of the rest of the Eu. 

The European project to create a 
single market, in which its citizens can 
move themselves, their money, goods 
and services freely around the Union, 
has dramatically altered the pattern 
of cross-border crime in Europe. By lifting in- 
ternal. barriers—at least between the full 
Schengen members, which do not include 
Britain and Ireland, nor, though it has at least 
signed the convention, Greece—the ru’s 
members have pushed their border controls 
to the outer rim of the Union. By, in turn, 
tightening up that periphery, they have dri- 
ven certain cross-border activities under- 
ground, sometimes sending even genuine 
refugees into the hands of criminals, who 
now traffic them for profit alongside illegal 
migrants. And, by creating a single internal 
market, Europe has also created for itself a 
new single market in crime. 





Justice across borders 


This tangled knot of problems will be dis- 
cussed when the heads of the Eu’s 15 govern- 
ments meet on October 15th and 
16th in the Finnish town of Tam- 
pere for their first summit devot- | 
ed exclusively to “justice and 
home affairs”. They will consider 
three subjects: immigration and p 
asylum; the fight against cross- 
border crime; and the birth of a 
“European judicial space”. All 
this is designed to create “an area 
of freedom, security and justice”. 
Though governments will 
dress uptheirdiscussion in grand 
declarations, much of what they 
will be saying is not new. Under 
the Amsterdam treaty, in effect since May, 
and an “action plan” agreed on last year in 
Vienna, the £u’s governments have already 
committed themselves to the creation of a 
common judicial area. What is new, how- 
ever, is the political will to push, promote 
and publicise what could turn out to be the 
boldest project towards European integra- 
tion since the launch of the single currency. 
Part of the idea is that Europeans, whoin 
the words of Tarja Halonen, the Finnish for- 
eign minister, “increasingly marry, work, 
study, buy and sell goods and services, and 
invest or borrow money, across their nation- 
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borders, valuable time is wasted in 
following current rules, and more 
nimble criminals slip through the net. 

Broadly speaking, Europeans are 
divided into those (like the British) 
who are keen simply on better co-op- 
eration within the current frame- 
work, and those (like the Italians, Bel- 
gians and Dutch) who would like 
fuller harmonisation. Interior minis- 
tries are also generally cooler about 
integration than are justice ministries. 
Elizabeth Guigou, the French justice 
minister, is a keen advocate of the cre- 
ation not only of a European prosecu- 
tor’s office but of a European federal 
court of judges to try cases that cross 
borders. The French interior ministry 
is distinctly icy. 





al borders”, should be able to seek justice 
simply and efficiently from any other £u 
country. The purpose is to protect Europe- 
ans from discrepancies in the law regarding, 
for example, the custody of children after di- 
vorce. But an even more pressing motivation 
is to fight organised cross-border crime. 
Already, £u countries rely on each other 
for protection and security. Under Schengen, 
Germans must trust Italians to police the 
Italian stretch of the Eu’s borders; each 
Schengen member trusts the others when it 
comes to issuing visas to outsiders. The po- 
lice are now allowed to chase a suspect 
caught committing a crime across a national 
frontier. In small ways, EU countries have 
also begun to recognise infringements com- 
mitted in each other’s countries: a driving-li- 
cence ban, for instance, in any EU country 


For the moment, ideas about full 
harmonisation remain only a distant pros- 
pect. The Union’s members not only have 
different criminal codes, but varying proce- 
dures too. Besides the different judicial tradi- 
tions in the 15 EU countries, there are also no 
fewer than 120 police forces and dozens of 
separate legal jurisdictions, according to Ben 
Hall, research director at the Centre for Euro- 
pean Reform, a think-tank in London. Har- 
monising these systems, laws and proce- 
dures into a single body of law, even were it 
politically desirable, would be technically 
nightmarish. 

In the short run, however, EU govern- 
ments are nonetheless committed to making 
cross-border European justice mean some- 
thing. A practical way todo this, according to 
the British government, would be “to devel- 
op a regime where each state recognised as 
valid the decisions of anoth- 








must now be enforced in any other. 

This next project would take these prin- 
ciples further. At the least, it would mean 
stripping out a procedural layer that at pre- 
sent enables one member's courts to inter- 
pret a decision made by any other's before it 
is acted on. If the German police, for in- 
stance, want to seize the assets held by sus- 
pected criminals in Belgium, or to hold up a 
shipment of drugs they suspect are about to 
arrive there, they must first wait to get ap- 
proval through a Belgian court. For organised 
crime, where the police need to move fast 
and where the criminal web reaches across 


er member state’s judicial 
authorities...even though 
the decision has been taken 
under different laws and 
rules.” At present, an offence 
must be exactly the same in 
each country if a court in one 
is to comply with a request 
for, say, an order to seize as- 
sets in another. The idea now 
would be toalign—“approxi- 
mate”, in Euro-jargon— 
crimes, as well as judicial de- 
cisions taken before convic- 
tion, such as arrests, summonses to 
witnesses, orders for evidence or bail, war- 
rants for search and seizure, and orders for 
the freezing of assets. 

To help fight cross-border crime, one 
popular idea is to issue “Euro-warrants” for 
arrest. These would be issued by a court in 
one Eu country but could be acted on by the 
police in another without first having to 
await an order from the court in the first 
country. Europol, now up and running and 
supposed to deal with eu cross-border or- 
ganised crime, would like to go even further 
and set up a “Euro-just”. Along the same 
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lines as Europol, this would be a pool of 
magistrates from the eu’s 15 countries, avail- 
able 24 hours a day to issue such a warrant. 
“If you have intelligence on a drugs transit, 
and need to act quickly, it’s now impossible 
to reach a magistrate in another country at 
1am,” says one Europol officer. 

The harmonisers may well get some of 
what they want. One idea, backed by Rom- 
ano Prodi, the head of the European Com- 
mission, is to set up a more limited Eu prose- 
cutor’s office, to deal only with cases of fraud 
against the eu budget. Another popular idea, 
long pushed by the commission, is to crimi- 
nalise across the eu the trafficking of human 
beings, which at present carries just a feeble 
penalty in some countries. After all, eu 
members have already agreed jointly to 
create the common offence of belonging to 
an organised criminal group. They have also 
agreed to make extradition easier. In the long 
run, a single European judicial area, as even 
the British admit, could put an end to the 
need for extradition altogether. 


Fortress Europe 


Nestling among groves of olive and eucalyp- 
tus near Casalabate, not far from the port of 
Brindisi, is the Centro Lorizzonte, one of two 
detention centres for illegal immigrants in It- 
aly’s south-east. Giuseppe Spedicato, from 
Movimondo, a voluntary group that runs 
the centre with only the scantest govern- 
ment finance, prefers to call it a “reception” 
centre. Though the police guard the building, 
itis still a home to those illegals picked upon 
the coast, while they await their fate. Resi- 
dents have painted the walls of the yard with 
brightly coloured pictures. One, entitled 
“Kosovo”, shows a house anda tank. A dusty 
patch serves as a football pitch. 

Itis hard to say whether these are the vic- 
tims or the beneficiaries of the trafficking in 
human beings. Smugglers now actively re- 
cruit “clients”. Moreover, along with the 650 
adults in the centre, mostly 
Kurds, now that the rush 
from Kosovo has receded, 
there are 140 teenagers, al- 
most all of them boys sent 
by their families to seek a 
better life in the West. Even 
if released, many would 
head north out of Italy. 
“There’s nothing for me at 
home,” explains one 15- 
year-old Kosovar, in shorts 
and flip-flops, who wants 
to make it to Germany. 
Down in the yard, below 
his dormitory, a crowd of 











Organisations that work 
with refugees protest strong- 
ly at the link often made be- 
tween asylum-seeking, illegal 
immigration and crime. Now 
that the eu has virtually halt- 
ed all primary legal immigra- 
tion except for purposes of 
family unification, however, 
about the only ways into the 
Union are to slip in or stay on 
clandestinely, or to try for 
asylum. Some of the thou- 
sands of Slovaks, Romanians, 
Poles or even Russians on 
whom Berliners or London- 
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Those who advocate a 
common regime—a_ similar 
standard of welfare for asy- 
lum-seekers, for instance— 
say it would stop such shop- 
ping around, and encourage 
applicants who arrive in 
southern Italy, say, to apply 
there and stay. 

However, research sug- 
gests that refugees, whether 
genuine or not, do not seek 
the best deal, or head only to 
where the jobs are. They sim- 
ply make for where they 
have family or friends, or 








ers now rely to cut their hair, 
clean their houses or serve them coffee have 
arrived legally on visas as students or au 
pairs, and stayed on illegally. 

An untold number have crept in illegally 
in the first place, often with the intention of 
staying only a few years to earn cash to send 
home, drawn—as many generations of 
southern Europeans were long before For- 
tress Europe threw up its walls-—by the high- 
er wages of the north-west. Legal papers may 
be available periodically: France and Italy 
last year offered a mass amnesty to tens of 
thousands of illegals. Others will try to get le- 
gal papers as refugees. 

The task for EU governments in Tampere 
is to find a balance between the desire to 
tighten up against bogus applicants and the 
need to protect genuine refugees and ensure 
that a common asylum policy guarantees 
minimum standards of welfare, legal aid or 
the right to work across the Eu. With so many 
centre-left governments now in power 
across the Union, there is a strong desire to 
ensure that traditional liberal values should 
not be forsaken and that genuine refugees 
should be protected. 

Even policy towards genuine refugees, 
however, causes bitter rows. Germany, 
which receives a dispropor- 
tionate share of asylum ap- 
plications, frets about “bur- 
den-sharing”. Along with 
Austria and the Nether- 
lands, it has long pressed 
for a way of spreading refu- 
gees more fairly, to great re- 
sistance from France, Spain 
and Britain. One way 
would be to put in place a 
common application re- 
gime, in an effort to stop 
newcomers “shopping 
around” for the easiest way 
in or the best deal, in terms 














residents is jostling at the 
gate. Clasped in their hands are plastic bags 
filled with their few possessions. Some have 
received asylum papers, others expulsion or- 
ders to leave the country in 15 days. Will they 
go home? “They will probably all head to 
Germany,” says Mr Spedicato wryly. 
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of welfare, housing and 
benefits. Under the present rules, a refugee 
must apply for asylum in the first eu country 
he arrives in. But many, like those who slip 
undetected into Italy by sea, still wait to 
lodge applications until they have reached a 
more attractive destination farther north. 


where the “travel agent” who 
arranged for them to be smuggled happened 
tosend them. Acommon asylum policy, and 
some sharing of responsibility, especially at 
times of crisis such as the Kosovo war, 
whether through a fund to spread the cost or 
via physical redistribution, makes sense. But, 
thanks to existing ties, no amount of harmo- 
nisation will stop migrants heading for the 
places they already go to. 

Which is why Germany is so exercised. 
about the policing of the eu’s borders. It has 
already spent much money and effort rein- ` 
forcing its border with Poland, which runs 
through forests and swamps, arming an in- 
creased number of border guards with infra- 
red detectors. Moreover, because of the pro- 
posed expansion of the Union to the east, 
Germany has been vigorously helping the 
Poles, as well as other “fast-track” applicants 
in Central Europe, to tighten up their own 
eastern borders. In five or six years’ time, Po- 
land’s 1,000km border with Russia’s Kalinin- 
grad outpost, Lithuania, Belarus and Uk- 
raine, much of it rough forest, will be a large 
part of the Ev’s eastern fringe. That is where 
the next worry about cross-border crime lies. 

Yet, no sooner is one Eu external border 
semi-sealed than smugglers shift their 
routes. Europol says that thanks to tighten- 
ing in the “buffer zone”—the Central Euro- 
pean countries hoping to join the eu—the 
leaky points have shifted, to the borders be- 
tween Scandinavia and the Baltic states and 
Russia, as well as to Italy and Spain. For as 
long as Europe is determined to fortify its 
borders, and shut out economic migrants, it 
may manage to keep the good guys out, but 
the bad will always find a way in. 

Back in Otranto, the coastguards know 
they face a near-impossible task. The Italian 
government has reinforced the numbers of 
boats on patrol, and sent more policemen to 
the area. But, no sooner have they caught one 
lot of illegals and put them on the boat back 
to Albania than another boat with its pitiful 
human cargo hidden perilously inside will 
be on its way towards the coast again. “It's 
like torture every night,” says Captain Macri. 
“The most awful thing is that you are talking 
about human lives: it’s a human eas 
s d 
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Pakistan's coup 





Pakistan’s army overthrew 
the government after Na- 
waz Sharif, the prime minister, 
tried to sack General Pervez 
Musharraf from the top mili- 
tary job. Troops seized Mr 
Sharif, airports and a Tv stu- 
dio as the general promised to 
maintain stability. Govern- 
ments all over the world con- 
demned the coup; opposition 
leaders welcomed it. Benazir 
Bhutto, a former prime minis- 
ter living in London, said she 
hoped to return soon. 


Atal Behari Vajpayee, India’s 
prime minister, formed his 
new government keeping se- 
nior cabinet members in their 
posts. He said economic re- 
form would be his top priori- 
ty, but news of a coup in nu- 
clear-armed Pakistan brought 
worries of further conflict 
along the border in Kashmir. 


Australian peacekeepers in 
East Timor shot dead an In- 
donesian policeman and 
wounded others during a skir- 
mish along the ill-marked bor- 
der with neighbouring West 
Timor. Indonesia asked for 
joint border patrols with the 
peacekeepers. The un said it 
could find no evidence of 
mass killings in the territory, 
but that around 400,000 peo- 
ple were still missing. 


As Indonesia prepares for 
the election of its president 
next week by a consultative 
assembly, B.J. Habibie, the cur- 
rent president, picked the 
head of the armed forces as 
his running-mate. 
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POLITICS THIS WEEK 


Unsettling 


Ehud Barak took on Israel’s 
settler movement by telling 
it that ten of the 42 illegal 
“outpost” settlements (often 
little more than a caravan and 
a generator) created in the 
past year would be disman- 
tled. He originally threatened 
15 Outposts but compromised 
after talks with settler leaders. 


Palestinian and Israeli negotia- 
tors at last agreed on the re- 
lease of another 151 prison- 
ers. Some of the prisoners are 
non-Palestinian Arabs, and a 
handful belong to the militant 
Islamic movements. 


Abdollah Nouri, a leading 
reformer who was sacked as 
Iran’s interior minister last 
year but is tipped as the re- 
formists’ candidate for parlia- 
mentary speaker, has been 
charged by a special clerical 
court with insulting Islamic 
leaders and publishing anti- 
Islamic material in his news- 
paper, Khordad. 


Julius Nyerere died in a 
London hospital. He led Tan- 
zania to independence from 
Britain, and was its president 
from 1962 to 1985. Although 
his socialist policies were criti- 
cised, his integrity and erudi- 
tion were much admired. 


Twelve people, including two 
UN staff members, were shot 
dead by rebels at a camp for 
displaced people in south-east 
Burundi. The number of at- 
tacks by Hutu extremists has 
risen sharply recently. 


Test ban banned 


Despite the urging of 32 Nobel 
laureates, the Senate failed to 
ratify the Comprehensive 
Test Ban Treaty. There were 
never enough votes for pas- 
sage by the necessary two- 
thirds majority, but the Senate 
Republicans preferred to hu- 
miliate President Clinton rath- 
er than delay the vote. It was 
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the first time the Senate had 
vetoed a nuclear treaty. 


The AFL-c10, an umbrella or- 
ganisation for America’s la- 
bour unions, heavily endorsed 
Al Gore for the Democratic 
presidential nomination 
at its convention in Los Ange- 
les. The Teamsters union, the 
largest, refused to state a pref- 
erence for Mr Gore or his ri- 
val, Bill Bradley. 





— 

The death toll from flooding 
in Mexico climbed to over 
400. President Ernesto Zedillo 
cancelled a planned visit to 
Europe amid grumbling about 
the government's response to 
the disaster. 


Officials from Colombia and 
America claimed to have 
smashed Colombia’s biggest 
drug-trafficking ring. Colombia 
said some of the 31 people ar- 
rested would be extradited to 
face charges in America. 


Fernando de la Rua, the candi- 
date of the opposition Alli- 
ance in Argentina’s presi- 
dential election later this 
month, said that he would cut 
government spending next 
year as part of a pledge to 
maintain the country’s fixed 
exchange rate. The latest opin- 
ion poll showed a narrowing 
of Mr de la Rua’s lead over his 
Peronist rival, to 12 points. 


EU in waiting 


The European Commission 
said the European Union 
should ask six more countries 
to begin full entry negotia- 
tions. If Eu government lead- 
ers agree in December, then 





Bulgaria, Latvia, Lithuania, 
Malta, Romania and Slovakia 
will join accession talks al- 
ready under way with Cyprus, 
the Czech Republic, Estonia, 
Hungary, Poland and Slovenia. 
The commission said that 
Turkey's candidacy should 
also be recognised but that it 
needed major political reforms 
before talks might begin. 


After absentee ballots were 
counted, Jörg Haider's far-right 
Freedom Party was judged to 
have come equal-second in 
Austria's general election, 
winning the same number of 
seats as the conservative Peo- 
ple’s Party. Though the Social 
Democrats won, the shape of 
a new ruling coalition re- 
mained unclear. 


Germany's ruling Social Dem- 
ocrats did badly in a state 
election in Berlin, winning 
only 22% of the votes cast, 
their sixth setback in state and 
local polls in six weeks. The 
Christian Democrats won, 
with 41%; the ex-communists 
climbed up to nearly 18%. 








The Socialists, led by the in- 
cumbent prime minister, 
Antonio Guterres, easily 
won Portugal’s general elec- 
tion, beating the centre-right 
Social Democrats by 12 per- 
centage points. They just 
failed to win an outright ma- 
jority of seats but are bound 
to continue in power. 


France's National Assembly 
passed a law giving unmarried 
couples, including gays, many 
of the same tax, legal and wel- 
fare benefits as married ones. 
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Easing or teasing? 


The Bank of Japan rejected 
the case for a serious easing of 
monetary policy. Instead, it 
decided on a small increase in 
liquidity through the purchase 
of short-term government 
bonds. The yen weakened 
only a little on the news. 





The Dow Jones Industrial 
Average tumbled on two suc- 
cessive days, by 4% in all. 
Long-term bond yields hit 
two-year highs. Investors are 
worried about inflation, weak 
corporate earnings and a pos- 
sible interest-rate increase by 
the Federal Reserve. But Mi- 
chel Camdessus, managing di- 
rector of the mr, said that the 
American economy would not 
suffer even if Wall Street fell 
by 20-25%. 





Unemployment in Britain 
fell to 4.2%, its lowest level in 
almost 20 years. Average earn- 
ings rose sharply by 4.9% in 
the three months to August 
compared with a year earlier. 
That will increase pressure on 
the Bank of England to raise 
interest rates again. 


Coffee prices jumped by 
24% in a day and 40% over 
the week, largely because of 
fears of a poor harvest in Bra- 
zil after a long spell of dry 
weather. 


| Cross-border calling 


Telia and Telenor, the state- 
owned telecoms companies of 
| Sweden and Norway, won Eu- 
ropean Commission approval 
to merge, creating Europe’s 
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sixth-largest telecoms compa- 
ny, valued at around Skr4oo 
billion ($49.3 billion). The com- 


| panies will be required to sell 


their cable-rv and other over- 
lapping interests. 


Global Crossing, an Ameri- 
can telecoms company, agreed 
to buy the telecoms business 
of Racal, a British electronics 
company. The deal, worth £1 
billion ($1.65 billion), follows 
acquisitions in Asia, Europe 
and America, and advances 
Global's global ambitions. 


Palm Computing, owned 
by 3Com, and Symbian—a 
consortium of Psion, Motorola, 
Nokia, Ericsson and Matsu- 
shita—announced plans to co- 
operate on wireless Internet 
devices. Nokia will build 
smart phones that connect to 


| the Internet using a combina- 
| tion of Palm’s and Psion’s 

| EPOC operating systems. Later, 
| Britain’s BT and Microsoft 

| announced a rival scheme to 


develop handheld wireless de- 
vices based on Windows cr. 





Phone.com, an American 
telecoms software and In- 
ternet-browser company, bid 
$263m for Apion, a software 
business based in Northern 
Ireland. Apion’s speciality is 
technology for wireless In- 
ternet-access at a time when 
mobile phones and the In- 
ternet are achieving ubiquity. 


in the air 


Germany’s DaimlerChrys- 
ler Aerospace (pasa) is to 

merge with France’s Aerospa- 
tiale to create a European de- 
fence and aerospace giant. The 











| space, which had previously 
toyed with a DASA merger, on 
| the spot. 


| ($13 billion). It will become the 
| utility in Europe. 


| Consolidated Edison said it 


| debt, making it America’s big- 


| mining firm in which it al- 


| deal depends on support from 


| Were that to happen, it would 


| Nippon Mitsubishi and 


| goods company, and Prada, 
fa 


merger put British Aero- 


Italy's government, in its latest 
privatisation, announced the | 
sale of 23% of Enel, a state- 
owned electricity company, in 
an initial public offering that 
could raise up to €12 billion 


largest publicly traded power | 





would acquire Northeast 
Utilities, serving mainly New 
England, for $3.3 billion plus 


gest power utility with 5m 
electricity and 1.4m gas cus- 
tomers. 


Lonmin, a British mining 
company, bid $834m for 
Ashanti, a Ghanaian gold- 


ready has a 32% stake. Ashan- 
ti’s share price had plunged 
when its hedging strategy 
failed dramatically after a sud- 
den rise in gold prices. The 


Ghana’s government, which 
owns 20% of Ashanti; the 

sacking of Ghana's mines min- | 
ister may jeopardise it. 


Two giant Japanese banks, 
Sumitomo and Sakura, are 
forming an alliance as a possi- 
ble prelude to a full merger. 


create the world’s second big- 
gest bank. 


Cosmo, respectively Japan’s 
largest and third-largest oil | 
distribution companies, said | 
they were discussing allying | 
their distribution and refining | 
businesses but would stop 
short of joining up their retail | 
operations. 





Setting a fashion l 
LVMH, a French luxury- 
| 


hio house, have 


teamed up to acquire a 51% 
| stake in Fendi, a Rome-based 


| 
| 
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| 
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| profits warning in a month, 


| ward will be promotion to 
i chief executive. 


fashion company known par- | 
ticularly for its handbags, in a | 
deal worth $425m. Gucci, an- | 
other up-market Italian fash- | 
ion house, had wanted Fendi 
for its own efforts to put to- 
gether the perfect outfit. 





Fears of strike action receded 
as Ford and the United 
Auto Workers appeared to 
agree a four-year national con- 
tract. Although details will not 
emerge before workers vote on | 
the deal it is thought that, in l 
return for allowing a spin-off 
of the Visteon car-parts divi- 
sion, the uaw won promises 
of job security and benefits for | 
its workers. Ford also signed a | 
l 
l 
| 
| 
| 





wide-ranging joint venture 
with Peugeot of France to 
produce diesel engines. 


Raytheon, an American de- 
fence giant, issued its second =| 


revising downwards its previ- 
ous estimates of a dismal fi- 
nancial performance. Plant 
closures, job losses and char- 
ges for 1999 and 2000 of 
$668m will follow. Difficulties 
over assimilating acquisitions 
were blamed. 


NatWest, a British bank, for- 
tified itself against a hostile 
takeover bid from Bank of | 
Scotland by sacking its chief | 
executive, Derek Wanless. Ron | 
Sandler, a former trouble- | 
shooter from Lloyd's, the in- | 
surance market, was appoint- | 
| 
l 
| 
| 
{ 
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| ed as chief operating officer. If 


he succeeds, his probable re- 
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Pakistan’s new old rulers 


Once again it is the army’s turn to govern South Asia’s most wobbly state 


HEN Pervez Musharraf embarked on 
a homeward flight from Sri Lanka, he 
was chief of Pakistan’s army. By the time he 
landed in Karachi, he was ruler of the coun- 
try. The prime minister, Nawaz Sharif, had 
apparently sacked the general in mid-flight 
and ordered the plane diverted from Karachi 
(without enough fuel, General Musharraf 
later said). The army, which had got wind of 
the orders, countermanded them. Now it is 
Mr Sharif who has lost his job (and his free- 
dom). For the first time in 22 years, Pakistan is 
under the direct control of its armed forces. 
Whether this marks a reprieve for South 
Asia’s most mixed-up country or another 
lurch away from sanity it is still too soon to 
say. There are plenty of reasons for worry. 
This coup marks the first time in history 
that a military regime has taken over an 
avowed nuclear power. Like all Pakistani sol- 
diers, General Musharraf has warlike in- 
stincts towards India, the 


prime minister had systematically under- 
mined every institution capable of challeng- 
ing, or even questioning, him, from the 
courts to the press to parliament. The econ- 
omy, which slumped after punitive sanc- 
tions were imposed in response to Pakistan’s 
nuclear tests in May 1998, remains on the 
verge of bankruptcy. 

After Mr Sharif retreated from his Kash- 
mir misadventure, things got worse. Sect- 
arian violence between Sunni and Shia Mus- 
lims reignited. Opposition, from religious 
parties and the smaller provinces, spilled 
into the streets, making Pakistanis wonder 
whether fundamentalism or separatism was 
the greater threat. The coup may not be legal, 
but there are hopes that it will make Pakistan 
more liberal. 

How liberal General Musharraf is by in- 
clination is unclear. Reports about him are 
contradictory, some claiming that he is hos- 


tile to the West and close to the most religious 
elements in the army, others contending that 
he is a pro-western reformer. Nishat Ahmad, 
a retired general who seems to support the 
coup, calls him “a little hot tempered and im- 
petuous. | would have wished a man in his 
position to be more thoughtful.” 

It was the state of the army, more than 
the state of Pakistan, that seems to have trig- 
gered the takeover. It had been clashing with 
Mr Sharif ever since the pull-out from Kash- 
mir,so much so that a month ago the United 
States publicly warned it not to stage a coup. 
Sources close to the armed forces say that it 
was only when Mr Sharif attempted to com- 
mandeer the army, as he had every other in- 
stitution by putting his cronies in charge, 
that the soldiers drew the line. In his pre- 
dawn speech on Pakistani television on Oc- 
tober 13th, General Musharraf accused him 
of trying to “politicise the army, destabilise it 
and create dissension within its ranks.” Gen- 
eral Nishatsays the coup “came asa reaction, 
not as a planned coup to replace the govern- 
ment.” That story may be intended to deflect 
international wrath, but the generals’ hesita- 
tion in disclosing their plans for a new gov- 
ernment suggests it might be true. 

The wrath both emanating from and di- 
rected towards Pakistan will do much to 
shape its immediate future. The army's take- 
over is, among other things, a 








country’s giant, nuclear-armed 
neighbour. He oversaw a 
diplomatically disastrous in- 
vasion of Indian-controlled 
Kashmir this summer. With 
the army in power, at least be- 
hind the scenes, there is little 
hope of renewed dialogue 
soon with India’s newly re- 
elected prime minister, Atal Be- 
hari Vajpayee, and much fear 
in India that Pakistan will at- 
tack again. Pakistan's beaten- 
up constitution has been mo- 
lested yet again. General 
Musharraf has not yet said 
whether and when democracy 
will be restored (a statement is 
expected soon), but there is ev- 
ery reason to wonder whether 
another bout of rule by the 
army, even if through civilian 
proxies, will finally establish 
the rule of law in Pakistan. 
Pakistanis do not like mili- 
tary rule, yet there is more relief 
than despondency about the 
takeover. There were sponta- 
neous celebrations at the oust- 
ing of Mr Sharif. The deposed 





A A 
Wh 


THE ECONOMIST OCTOBER 16TH 1999 


at now, General Musharraf? 





slapat the United States, which 
warned against it and, this 
summer, leaned on Pakistan to 
withdraw from Kashmir. Al- 
ready a big sponsor of the Tali- 
ban government in Afghani- 
stan, which the United States 
regards as a terrorist nursery, 
and of insurgencies in Indian 
Kashmir, Pakistan can make 
plenty more trouble if it wants 
to. The Indian army is on high 
alert. The rest of the world, on 
the other hand, can damage 
Pakistan, especially by way of 
its precarious economy. Paki- 
stan is counting on a resched- 
uling of some $3 billion of debt 
to western governments and a 
$280m loan disbursement 
from the mr, both of which 
are now in jeopardy. 

The Fund has to decide 
whether a loan—which might 
save ordinary Pakistanis from 
some further suffering—would 
be interpreted as approval of 
the coup. Under American law, 
a military takeover triggers an 
aid cut-off. Pakistan’s econ- 
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omic isolation would raise the spectre that 
makes Pakistanis and westerners alike shud- 
der: default, devaluation, inflation, revolu- 
tion. Asad Durrani, a former general, says 
that leaders of the coup are “thinking very 
hard about how to make it understood bet- 
ter”. That argues for restraint abroad and as 
little of the jackboot at home as possible. 
Though the mood in India is one of alarm, 
pundits take the view that the army will be 
“far too busy grappling with internal dy- 
namics” to threaten India now. 

The Americans may be tempering their 
first hostile response; if General Musharraf 
gives military rule a civilian face, outside re- 
action may well be lenient. Athome, General 
Musharraf has neither imposed martial law 
nor censored the press. But as The Economist 
went to press he had yet to say what he 
would do. Senior military officials say they 
want to revive faltering economic reforms, 
such as an overhaul of the tax system and 
policies to encourage more investment. 


Forward the technocrats? 


Most Pakistani observers expect him to ap- 
point an interim government of civilian 
technocrats. They disagree about whether it 
would give way for new elections after the 
constitutionally mandated three months or 
whether it would govern long enough—say, 
two to three years—to restore health to Paki- 
stan’s finances, order to its streets and integ- 
rity to its administration. Najam Sethi, a 
prominent journalist persecuted by the Sha- 
rif regime, wants him todo the latter. “A non- 
democratic government can create demo- 
cratic conditions for decentralisation [and 
an]economic climate for revival,” he says. 

But the delay suggests that General 
Musharraf may be under intense foreign 
pressure to observe constitutional propriety, 
perhaps by retaining a government based 
on the current parliament. Preserving that 
much of a discredited status quo could un- 
dermine reform, some fear. Fresh elections 
now might simply restore to power the same 
addicts of corruption and cronyism who 
have brought Pakistan to its current pass. 

The leader of the biggest opposition 
party, Benazir Bhutto, has had two disap- 
pointing terms in office and has been con- 
victed of corruption. No one else has a na- 
tional following. Most opposition leaders are 
not clamouring for early elections. If a gov- 
ernment of civilian technocrats does good 
things, says Mr Sethi, “the international 
community will come round”. But long-term 
rule by unelected technocrats also carries 
risks. Pakistan needs a dispersal of power 
and responsibility. Soldiers are centralisers 
by instinct. Technocrats are not immune to 
the temptations of office. Few unelected gov- 
ernments have ended in anything but disas- 
ter. General Musharraf will need to think 
deeply and act coolly if his political adven- 
ture is toend successfully. 

andl Be = = 
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Indonesia 


Insecurity forces 


JAKARTA 


F ALL the tangle of problems facing In- 

donesia’s next president when he or 
she is chosen next Wednesday (see page 20), 
probably the spikiest is what to do about the 
country’s armed forces. Their performance 
in the past few months is not something for a 
respectable soldier to feel proud of. In East 
Timor they looked the other way when bru- 
tal anti-independence militiamen attacked 
supporters of independence. Indeed, many 
people believe that they helped to organise 
the militias, and the United Nations is won- 
dering whether to haul some of their officers 
before an international court. In the Spice Is- 
lands, they have failed to stop repeated 
clashes between Christians and Muslims. In 
Borneo, they looted homes and roasted 
chickens during a killing spree 
by headhunters. “Security 
forces” seems a strange way of 
describing these people. 

The trouble is that they are 
also part of the political estab- 
lishment. They are there not by 
straightforward coup, as in Pa- 
kistan, but by a subtler method. 
Rather asin Turkey, whose con- 
stitution gives the top brass a 
strong voice in the powerful 
National Security Council, In- 
donesia’s current constitution 
assigns to the armed forces the 
“dual function” of both de- 
fending the country from in- 
vaders and guiding its political 
development. One way they do 
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already named General Wiranto as his 
choice for vice-president. Miss Megawati 
may choose him, too. He gets on well with 
Mr Wahid. He has even been mentioned as a 
long shot for the presidency himself. And, 
even if General Wiranto does not end up on 
the winning ticket in one way or another, he 
can powerfully influence the bargaining. If 
the eventual winner cuts a deal with him, the 
result could be the blocking of the reforms 
that Indonesia badly needs. 

One of those reforms is a proper police 
force. That means, among other things, a 
force more independent of the army than it 
is now. The police were made nominally dis- 
tinct from the armed forces earlier this year, 
but still answer to the defence minister rath- 
er than to the minister for home affairs. They 
could also do with some more training in 
normal police work. And they need more 
men. Indonesia currently has only 100,000 
cops, roughly one for every 2,100 people. 
Might the army flesh out the police force? 
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the guiding is through a block of 
seats they are given in both the 
parliament and the People’s Consultative 
Assembly (which elects the president and 
can amend the constitution). 

Those seats did not matter much during 
the 32-year reign of the former President Su- 
harto, who dominated every aspect of politi- 
cal life. But since he resigned in disgrace last 
year, they have been complicating Indo- 
nesia’s attempted transition to democracy. 
The armed forces have officially remained 
neutral during the battle for the presidency, 
which has pitted B.J. Habibie against Mega- 
wati Sukarnoputri, a nationalist whose party 
won the most votes in June’s election, and 
Abdurrahman Wahid, a respected Muslim 
cleric. But the inexperienced assembly has 
yet to agree on how to choose the president. 
And, since none of the three candidates 
commands a majority of the votes, the 
army’s voice could prove to be decisive. 

That has allowed General Wiranto, Mr 
Suharto’s former adjutant and now defence 
minister and commander-in-chief, to play a 
huge role in the negotiations. Mr Habibie has 


Waiting for new orders 


No, says Ikrar Bhakti, a clear-minded politi- 
cal scientist: “To kill and to protect are quite 
different things.” 

The next president may also choose to 
strengthen Indonesia's navy and air force. 
The army has long called the shots in the 
country’s budget, partly because it was 
chiefly the army that kept the country in or- 
der. But the defence of Indonesia’s vast archi- 
pelago from outside powers—part of the 
armed forces’ official job, after all—needs a 
competent navy and air force. The navy also 
has to cope with the pirates and smugglers 
who flourish around Indonesia’s shores. 

To get a better balance among the forces, 
many civilians believe that General Wiran- 
to, or his replacement, should give up one of 
his two present posts. A popular replace- 
ment as defence minister would be Lieut- 
General Agum Gumelar, a reformer respect- 
ed both at home and abroad. Another pos- 
sibility is Lieut-General Bambang Yudho- 
yono, a smooth talker not quite so admired. 

The army has some formidable pro- 
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blems of its own. One of them is that its re- 
gional commanders have a worrying 
amount of power in the provinces to which 
they are posted. Close links to the local peo- 
ple originally seemed a good thing, since the 
army was supposed to fall back on guerrilla 
warfare as its second line of defence against 
an invasion. But the spread of corruption 
among officers, and their consequent un- 
popularity, strengthens the case for confin- 
ing them to military matters. 

Any serious reforms will take money, 
partly to improve the navy and the air force 
but also to give the army a decent pension 
system and so wean it away from its present 
corruption and “business networks”. A big- 
ger budget for the armed forces will be a 
tough sell. But many Indonesians might be 
persuaded to pay, if by doing so they could 
get the armed forces out of politics. 

The people's assembly has only a limited 
agenda this month, chiefly the choosing of 
the new president. But it is due to hold an- 
other session next year, and Indonesians 
who wanta democracy hope that it will then 
abolish the seats allocated to the soldiers. Al- 
though the generals continue to promise 
change, reform will not happen unless the 
next president places the soldiers firmly un- 
der civilian control. A good start would be 
not to make a deal with General Wiranto. 
———E — —_ —s | 
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Undesirable, maybe, but vital 


BEIJING 


The big cities don’t like China’s migrants from the countryside, but they 


cannot cope without them 


HEY are now starting to come back to the 

streets of the capital: the beggars, the 
prostitutes, the old women with long sticks 
and sacks for collecting rubbish, and the sin- 
ewy drivers of the three-wheeled carts that 
take the rubbish to Beijing's depots for sort- 
ing. They all have two things in common. 
They are migrants from the countryside 
seeking a better life in Beijing. And, as such, 
they lead lives literally on the fringe of urban 
society, subject more than any other class to 
the arbitrary justice of the authorities. 

Beijing is reckoned to have expelled 
300,000 migrants from the city to ensure a 
spick-and-span capital for the Communist 
Party’s 5oth-anniversary celebrations on Oc- 
tober 1st. Many of the expelled—including 
the mentally ill and children—have been 
kept in detention centres of Dickensian aw- 
fulness (see box on next page). It is a story 
that has been repeated in all of China’s ma- 
jor cities. The campaign to empty China’s 
towns of migrants before the day of celebra- 


tions may have been the biggest, but it was 
only the latest of many attempts to rid the 
streets of those deemed “undesirable”. 

In 1996, for instance, the authorities 
broke up “Zhejiang village”, a shanty of nar- 
row streets, dwellings and sweat-shops on 
the southern edge of Beijing where some 
52,000 entrepreneurial migrants from Wenz- 
hou, in Zhejiang province, produced much 
of the capital's clothing. That campaign was 
of military proportions (nearly 5,000 armed 
police and soldiers) to combat “bad or coun- 
ter-revolutionary elements”. Landlords were 
asked to “volunteer” to knock down their 
own buildings. After four people had been 
summarily executed, and half-a-dozen for- 
eign correspondents nabbed for reporting 
an unauthorised story, the public security 
bureau, in internal documents, deemed the 
exercise an outstanding success. 

No matter how ruthless the campaigns, 
though, victory is always short-lived. For a 
start, the pool of potential labour from the 





ARELY a month ago, Xanana Gusmao 

was under house arrest in Jakarta. 
Now, after a tour of America, Europe and 
Australia, he is heading home to East Ti- 
mor. If calm and independence can be as- 
sured, he is likely to become its first presi- 
dent. This week he told a rally of East 
Timorese in Australia, “We will start from 
zero to reconstruct not only our country, 
but ourselves as human beings”. Make that 
“below zero”, he said in another speech, 
since the violence that followed the terri- 
tory’s vote for independence from Indone- 
sia has left many East Timorese in camps at 
the western end of the Timor island, which 
remains outside United Nations control. 

He has tried to run East Timor before. 
Between Portugal’s withdrawal from its 
colony in August 1975 and Indonesia's in- 
vasion four months later, a left-wing Ti- 
morese group, Fretilin, briefly tried to gov- 
em. Mr Gusmao worked at the 
information department, which may at 
least have been training for his years of me- 
dia campaigning to acquaint the world 
about what was happening in his occu- 
pied homeland. After the invasion, he fled 
to the bush with a few hundred followers 
to begin years of guerrilla warfare. 

In 1992, he was captured. The Indone- 
a aM 





Hope and reality in East Timor 


sians might have killed him but, perhaps 
with an eye on international opinion, sen- 
tenced him to 20 years in jail. He became 
one of the world’s prisoners of conscience. 
In 1997 Nelson Mandela visited him in Ja- 
karta and spoke of his “out- 
standing qualities”. He was 
freed in September, shortly 
after the East Timorese vot- 
ed for independence. 

His ambitions are huge. 
In halting English, the 53- 
year-old talks of making his 
guerrilla movement part of 
the new country’s security 
forces. He wants lots of aid 
and reckons that in three 
years or so an East Timorese 
administration will be able 
to take over from the uN. 
The realities are rather 
different. The place is in ru- 
ins. Tens of thousands of 
East Timorese, including 
some 230,000 held in West 
Timor, are yet to retum home. However, no 
evidence of mass murder has yet been 
found by the uN, suggesting that some of 
the worst allegations of slaughter may be 
untrue. It is still unclear whether Indonesia 





Gusmao comforts 


will actually let the territory go. 

The militias and Indonesian soldiers 
continue to harass civilians and the UN 
peacekeeping force. On October 10th, Aus- 
tralian soldiers shot dead an Indonesian 
policeman during a skirmish on the ill- 
marked border with West Timor. The inter- 
national force wants to disarm all militias, 
including Mr Gusmao’s 
guerrillas. The next 12 
months will be an “emer- 
gency year”, with East Ti- 
mor entirely dependenton 
outside help. 

On October 12th, Brit- 
ish-led Gurkha and Aus- 
tralian engineers reopened 
Dili’s market (which had 
been razed) to encourage 
local traders. They face sev- 
eral changes. Their money 
is likely to be replaced with 
the Portuguese escudo: 
forged notes of the Indone- 
sian rupiah, used to pay lo- 
us cal militiamen, are said to 
be everywhere. Japan, al- 
ways generous at times like 
this (it helped to pay for Cambodia to get 
on its feet), has promised $100m towards 
the costs of the international force. At least 
as much again will be needed for recon- 
struction, says the UN. 
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countryside is almost bottom- 
less: some 60% of China’s 1.2 
billion people still live on the 
land, though all the new jobs 
are in the cities. Near-limitless, 
too, is the demand. Cities sim- 
ply cannot do without these 
migrant workers to do urban 
folks’ dirty work. What young 
Beijing woman would agree to 
become another family’s nan- 
ny? Nineteen-year-olds from 
rural Hunan and Anhui flock 
at the chance, even for just 300 
yuan ($36) a month. 

Newspapers like to rail 
when urban workers laid off 
from state industries refuse to 
take up demeaning jobs such 
as street-sweeping. They rail in 
vain. Street-sweeping, rubbish 
collection, the removal of 
“nightsoil” (human excrement 
used as fertiliser): all the out-of-sight activi- 
ties that keep a city ticking are the domain of 
the migrants. Stigmatised they certainly are 
by urbanites, but they are grudgingly accept- 
ed as necessary. 

Quite how necessary becomes clear ona 
trip to the rubbish depots on the northern 
edge of Beijing. Rubbish collection and sort- 
ing for recycling are trades dominated al- 
most entirely by migrants from nearby He- 
nan province. In Chaoyang district, which 
has half-a-dozen depots, there are more than 
ten residential areas, each housing more 
than 8,000 “provincials”, according to a 
study on Henan migrants in China Perspec- 
tives, published by the Hong Kong-based 
French Centre for Research on Contemp- 
orary China. 

The rubbish industry is vast. At the bot- 
tom are the scavengers: those women with 
nothing but a sack and a stick with a hook at 
one end. Then come the tricycle pedallers, 
the most successful of which rely on good re- 
lations with hotels or office blocks to get the 
juiciest business in waste-paper, cardboard 
and aluminium cans. Next up in the social 
(and financial) scale are the tip-workers who 
sort the rubbish into separate categories 
(plastic bottles get recycled into fibre for 
jackets and trousers). At the top of the heap 
come the tip bosses. 

What is striking is how all the migrants 
started out in equal poverty when they got to 
Beijing, and how swiftly a social hierarchy, 
with vast differences in wealth, established 
itself. Those, like the tip bosses, who have 
done well say they were helped by good con- 
tacts—usually friends or family from their 
home village—when they arrived in Beijing. 
But most of all, they say, they are prepared to 
invest capital and take risks: in buying a con- 
signment of rubbish to sell on to the state au- 
thorities who are the ultimate buyers, in 
buying lorries, and, naturally, in “buying” lo- 
cal police and officials. 
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But for many, these risks are too big to 
take with hard-earned money. Income dif- 
ferentials are extreme. Scavengers, China 
Perspectives estimates, earn 200-500 yuan a 
month, while pedallers earn twice that. At 
one vast depot in Chaoyang, a tip boss in his 
early 20s, with five workers sorting plastic 
containers, says he has capital of some tens 
of thousands of yuan. But he points to a 
cheerful middle-aged women with a mobile 
phone on a bicycle, his “aunt”, as being one 
of the richest bosses. 

The Chaoyang depot is a well-organised 
affair. A gleaming new building with a steel 





barrier at the gates stands amid 
the filth, and in it are the Beijing 
officials of the state outfit that 
has been given the authority 
for “installing social order and 
managing the migrants”. The 
main problem before a reorga- 
nisation last year, says the de- 
pot’s gold-watched boss, “was 
that thieves sold illegal pro- 
ducts. Now that we've central- 
ised the waste markets in 
Chaoyang, crime is down, and 
we're setting a model for envi- 
ronmental management.” 

A few miles away at Bajia, 
in the north-west of the city, 
“Henan village” is filthier and 
more chaotic, and the rubbish- 
collectors less cheerful. Police 
raids have almost emptied the 
place of many migrants. One 
entrepreneur, standing amid 
his piles of scrap-metal, says that even 
though he has paid “several dozen thou- 
sand” yuan in fees and sweeteners to the au- 
thorities, he can now find few workers to sort 
the scrap. He says he is losing 200 yuan a day. 
Another Henan man, who earns 30 yuan a 
day driving a three-wheeled cart, says he has 
all the necessary documents, starting with a 
temporary resident’s card, to make him legal. 
Nothing to fear from the authorities? “Of 
course I have something to fear,” he says. 
“Whenever I see a policeman, | turn round 
and pedal the other way. It’s automatic.” 
—— 





BEVING 


S MIGRANTS trickle back to the city, 
they are bringing with them stories of 
their time in detention centres. The au- 
thorities have even admitted that one 
man died, apparently of a battering, after 
he had tried to bargain down the price of 
the cardboard box that the wardens were 
selling for sleeping in. 

A report by New York-based Human 
Rights in China is the most thorough 
study yet of China’s little-known “custo- 
dy and repatriation” policies, a form of ar- 
bitrary detention that by-passes all judi- 
cial procedures. The report estimates that 
several million Chinese, almost all of 
them migrants, are locked upon the whim 
of local policemen each year. Though Chi- 
na’s 700-plus detention camps are classi- 
fied as “welfare” centres, inmates are gen- 
erally kept in filthy conditions, physically 
abused and worked for long hours, chil- 
dren included. 

The report notes that children con- 





victed of a crime are better protected by 


At the bottom of the heap 


Chinese law than children who happen to 
be picked up off the street. It is evidence 
that migrants picked up by the authorities 
for “custody and repatriation” represent a 
bigger affront to the concept of human 
rights than do the persecuted dissidents so 
publicised in the West. 

“Custody and repatriation” is certain- 
ly harder for the Chinese government to 
defend openly. The government counters 
western criticism of China’s human- 
rights record by arguing that western defi- 
nitions of human rights—all that talk 
about individual liberty and democra- 
cy—run counter to China’s primary con- 
cern for its citizens: the need for food and 
shelter. But that is precisely what migrants 
come to the cities for. A hopeful sign is that 
China's most reform-minded newspaper, 
the popular Southern Weekend, has start- 
ed to campaign against the authorities’ 
treatment of those at the bottom of the so- 
cial heap. More publications can now be 
expected to follow. 
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HOW INDIA VOTED 


A cacophony of states 


DELHI 


Following the just-completed general election, The Economist co-sponsored a 
survey of the electorate by the Centre for the Study of Developing Societies in 
Delhi. The survey, of 9,069 people in 105 of the 543 parliamentary constituen- 
cies, suggests that the BJP’s nationalistic campaign had little impact. Yet the 
party has won over groups that used to be wary of its pro-Hindu ideology 


HE world’s largest democracy is also, to 

outsiders, the most perplexing. About 
620m people are eligible to vote and well ov- 
er half of them do, even though a series of 
unstable governments at the centre have 
compelled Indians to go to the polls three 
times in little more than three 
years. This vast electorate en- 
compasses the world’s largest 
concentrations of poverty and 
illiteracy. According to the 
csps survey, 29% of India’s vot- 
ers have noaccess toany sort of 
news media. 

And yet Indians are in 
some ways the world’s most 
politically switched-on people. 
The official turnout figures 
(60% in the just-completed 
election, 62% in the one held 
just 19 months before) under- 
state the case: if dead people 
and migrants were dropped 
from the electoral rolls, turnout 
would look much higher. The 
csps survey shows that half 
the voters were visited by a 
canvasser during the campaign 
and that a remarkable 22% at- 
tended an election meeting. 

Inacountry where nearly a 
third of the people have not 
heard of the United States, a 
party like Janata Dal (United) 
can form up just weeks before 
the election, spring a new bal- 
lot symbol on the voters, and 
still capture 21% of the vote and a third of the 
seats in Bihar, the second-biggest state. Indi- 
ans are capable of stunning feats of tactical 
voting, as in Uttar Pradesh, the biggest state. 
The opposition parties there were split, but 
managed nonetheless to chop the ruling 
party’s strength in parliament by nearly half. 

Indians think their votes matter; 63% of 
the respondents in the survey said their 
votes have an effect on the way the country 
is run. Faith in democracy seems to be stron- 
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gest where conventional wisdom would 
least expect it to be. Dalits (ex-untouchables) 
are more likely to vote than upper-caste Indi- 
ans; urbanites are much less inclined than 
country folk. Indians use their votes todem- 
olish barriers to the advancement of their 








payee’s Bharatiya Janata Party (BJP), now 24 
parties strong and rechristened the National 
Democratic Alliance, was re-elected with an 
expanded majority. It is the first time that a 
pre-poll alliance has won a clear majority in 
parliament since 1984, and the first time a 
prime minister has won back-to-back terms 
since 1971. The election looked like a ringing 
endorsement of the status quo. 

Not quite. Just 281 of the 537 seats contest- 
ed remained with the party that won the 
constituency in the election of 1998. Parties 
opposed to the pyr alliance took 88 of its seats 
away, and nearly half the alliance’s seats 
came from its rivals. Although its majority 
rose, the share of the popular vote for its con- 
stituent parties dipped 1.5 percentage points. 
The mixed verdict sends several messages: 
the Byp’s mandate is fuzzy and its victory de- 
pended ona large element of luck. The oppo- 
sition Congress party, which 
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got the lowest number of seats 
ever, is in slightly better elector- 
al shape than the make-up of 
parliament suggests. The 
“third force” of parties aligned 
neither to Congress nor the sjP 
is not dead yet, though it will 
have little role to play in the 
current parliament. 

At the same time, the 1999 
election marks the ByP’s coming 
of age. What was in the 1980s a 
party of city-dwelling upper 
castes mainly in the Hindi- 
speaking north has moved 
deep into new territory, social 
and geographic, most often 
through alliances but some- 
times on its own. The syr talks 
as if India were a single entity, 
but it understands that India’s 
polity is a network of states in 
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caste or community, to secure protection 
and patronage and, very often, to punish. 
Democracy is India’s way of prosecuting the 
struggles VS. Naipaul wrote about in his 1992 
book, “India: A Million Mutinies Now”. 

The outcome of the 1999 general election, 
a drawn-out affair that began on September 
sth and ended on October 3rd, does not look 
much like a mutiny. India will have the same 
prime minister, Atal Behari Vajpayee, as be- 
fore. The outgoing coalition led by Mr Vaj- 


party. Yet, paradoxically, none 
is better placed to profit as glo- 
balisation and prosperity slowly homoge- 
nises the world’s most diverse country. 


Ahungjury 

It looked at first as if the 1999 election would 
break the pattern of the decade, in which na- 
tional verdicts have been the sum of nearly 
independent verdicts in India’s 25 states and 
seven territories. There were emotive nation- 
al issues to vote on: India’s victory in the 
“Kargil war”,in which Indian troops valiant- 
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ly drove Pakistani intruders off mountain 
peaks in the disputed state of Kashmir. There 
was, in Mr Vajpayee, a leader of national 
stature who had demonstrated, as Indians 
saw it, something like heroism by driving out 
the Pakistanis. To a polity drunk on patrio- 
tism his chief rival, Sonia Gandhi, president 
of the Congress party, could look like a vil- 
lainess, an Italian-born widow cynically ex- 
ploiting her connection to the Nehru-Gand- 
hi family to achieve supreme political power 
in acountry that is not her own. 

The csps survey shows that these 
themes did have some resonance. Nearly 
two-thirds (65%) knew of the skirmishes 
with Pakistan (compared with just 46% who 
knew about India’s nuclear tests); but only 
15% said the fighting had affected their vote. 
Mrs Gandhi's foreign origin offended rough- 
ly the same number of people. Mr Vajpayee 
was the most popular choice, though not an 
overwhelming one, for prime minister: 37% 
named him as their preference, compared 
with 27% for Mrs Gandhi. This election was 
indeed more “presidential” than recent 
ones. In 1996 47% did not name a preferred 
candidate; this year 16% demurred. 

Yet the 1999 election did not yield a na- 


tional verdict akin to that of 1984, when Rajiv 
Gandhi, Mrs Gandhi's late husband, rode 
into office on a wave of sympathy after the 
assassination of his mother, Indira. There 
were landslides in this election, but they 
were bounded within states, and several 
went against the sjr and its allies. The pyr 
and the Telegu Desam Party, a regional ally, 
won a big majority of seats in Andhra Pra- 
desh, yet with another ally it lost in neigh- 
bouring Karnataka. The sjer combine swept 
Haryana (in the north) but, in another con- 
figuration, collapsed in neighbouring Pun- 
jab. Mr Vajpayee triumphed in Bihar but 
was humiliated in Uttar Pradesh, the pyp’s 
heartland. 


Divided loyalties 

In most states where they mattered, the Byr’s 
pet national issues seemed to be an excuse 
for people to vote as they were planning to 
anyway. In Haryana, 29% said Kargil had af- 
fected their vote; in next-door Punjab, slight- 
ly less than 15% did. The issue may have 
swung votes in a couple of states where Con- 
gress did less well than it had expected to: in 
Gujarat, where the sje has been governing 
without distinction, 25% said they were 





| Most of the right noises 


DELHI 


ASKING in the luxury of a comfort- 

able majority, India’s re-elected prime 
minister, Atal Behari Vajpayee, got down 
to business.On October 13th he unveiled a 
new cabinet with some reassuring old 
faces: Jaswant Singh is to remain foreign 
minister; Yashwant Sinha, who redeemed 
a disastrous first budget in 1998 with a san- 
er one this year, will continue as finance 
minister. Both face emergencies. 

Mr Vajpayee and Mr Singh will be pre- 
occupied with the return of military rule 
to Pakistan (see page 29). Despite his im- 
proved budget, Mr Sinha has a ballooning 
fiscal deficit to worry about. The prime 
minister has been talking about taking 
“hard decisions” to bring it down, and his 
new majority ought to help him do it. The 
government raised diesel prices almost as 
soon as the polls closed. It may try to nar- 
row the deficit further with some quick 
(but, one hopes, not dirty) sales of state as- 
sets. The prime minister has heartened ad- 
vocates of liberalisation by indicating that 
a bill to open insurance to private and for- 
eign investment will be among his top pri- 
orities. The government has promised a 
“second generation” of economic reforms, 
which are expected to include reform of 
the labour laws, more privatisation and 
reductions in subsidies. 

Early signs are that the yp will have an 
‘oor time managing its sprawling coali- 
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Vajpayee gets another chance 


tion than it did before. No single party is in 
a position to bring the government down. 
The pyr’s biggest partner is no longer Jaya- 
lalitha Jayaram, the importunate ex-ac- 
tress from Tamil Nadu, but Chandrababu 
Naidu, the chief minister of Andhra Pra- 
desh, who is renowned for his friendli- 
ness to private and foreign investors. 
Nonetheless, management is bound to get 
harder as the reforms become bolder. One 
early test may be a trucker’s strike threat- 
ened later this month against the increase 
in diesel prices. 








influenced by it. Overall, though, the 1999 
election was, like others this decade, a split 
decision by a 32-member jury. 

Bombs and birth certificates would have 
availed the syr little had it not exploited the 
two essentials of Indian politics: caste, the 
most decisive influence over the average vot- 
er, and the popularity (or lack of it) of state 
governments, which accounts for the biggest 
shifts. And the key to the chamber is alli- 
ances, in which like-minded parties back 
one another's candidates to avoid splitting 
the vote against a common rival. 

Half the respondents to our survey 
agreed with the statement: “We should be 
loyal to our own region first and then to In- 
dia.” Just 22% disagreed, a striking result in 
the wake of the fight with Pakistan. States are 
divided by language, except in the north, 
where several of India’s most populous 
states share Hindi. That, along with varying 
social traditions and caste configurations, 
has given rise to a political system domin- 
ated by regional parties. Although Congress 
and the syr are national in scope, 36 of the 
other 39 parties in parliament are confined 
mainly to one or two states. Most states have 
just a few important parties, often only two. 
Their elections usually produce clear man- 
dates and governments that last their full 
five-year terms. It is the throng of states in the 
national parliament that produces India’s 
political cacophony. 

The ByP,a growing party once confined to 
the north, has had an easier time accepting 
this than Congress, a shrinking national one. 
Voters apparently have some sympathy 
with Congress’s claim that only single-party 
government can give India stable rule. In our 
survey, 22% of respondents saw “nothing 
wrong” with coalition government and 25% 
are against it in all circumstances. But the 
compulsions of state politics overwhelm 
convictions about what should happen at 
the centre. 

The pyr, which is more centre-minded 
than Congress, has no inhibitions about re- 
gional tie-ups. They have nothing to do with 
ideology (few of the 23 other parties in the 
National Democratic Alliance share the Hin- 
du nationalism of the sje). Nor have they 
much to do with overlapping interests 
among each party's constituency. In Bihar 
the gyr put together a winning coalition be- 
tween upper castes and Dalits, who are at 
war with each other in some parts of the 
state. What matters most to the electoral suc- 
cess of an alliance is that it be on the right 
side of public opinion about the reigning 
state government. Thus the pyp and a region- 
al party triumphed in Orissa against Con- 
gress, which leads an unpopular govern- 
ment. And the pyp’s alliance in Karnataka 
bombed because its partner, the Janata Dal 
(United), was an unpopular incumbent. 

Within states, the main unit of electoral 
account is caste. It is impossible to generalise 
about how caste affects voting, because the 
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effect varies from caste to caste, election to 
election, and state to state. Both of Andhra 
Pradesh’s main parties seek to mobilise vot- 
ers from all social strata, yet traditional vot- 
ing patterns persist: 70% of Reddys (a prospe- 
rous land-owning caste) voted for Congress, 
despite the landslide against; 90% of Kam- 
mas, a rival group of similar status, backed 
the Telegu Desam Party of the chief minister, 
Chandrababu Naidu, himself a Kamma. In 
other cases a sudden change of caste prefer- 
encecan helpswingan election. In Rajasthan 
70% of Jats, a small but influential group, 
contributed to Congress’s victory in state 
elections late last year. After a squabble 
broke out with the new state government 
over job reservations for the group, 65% of 
the Jats voted this time for the pyr, which 
won the state by a narrow margin. 

To many people there is something sinis- 
ter or quaint about accidents of birth fixing 
political behaviour. Yet caste has ceased in 
most of India to be a hierarchy based on no- 
tions of ritual pollution and has become in- 
stead a vehicle for disadvantaged groups to 
press economic and social demands. 

These can be as basic as protection (the 
rise of a party representing mainly Dalits 
curtailed violence against them in Uttar Pra- 
desh, the biggest state) or as ambitious as res- 
ervations in government jobs, which were 
introduced in this decade in many states for 
lower castes (other than Dalits, which al- 
ready had them). To be lower caste is an ad- 
vantage in the public séctor, which most In- 
dians still regard as the surest path to the 
middle class. Caste politics do not fracture 
state boundaries. Caste-based parties rarely 
matter much beyond one state, even when 
the caste they represent does. 

The syp’s strategy in Bihar, the second 
largest state, is a textbook example of how to 
braid caste, anti-incumbency and alliances 
into victory. The pyr and its 1998 ally, the Sa- 
mata party, began with an edge: 30 of the 
state’s seats in parliament against 23 for La- 
loo Prasad Yadav, the state’s populist leader, 
who had an alliance with Congress. This 
year the Samata party, mainly representing 
other backward castes (oBcs), melded into 
the Janata Dal (United) and added a new 
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face, Ram Vilas Paswan, a popular Dalit poli- 
tician. He transformed the alliance’s profile. 
Support among Dalits more than doubled 
from 16% last year to 33% in 1999, according to 
thecsps survey. Its share of lower osc voters 
jumped from 31% to 41%. The alliance rose to 
40 seats. But Laloo’s poor record did him no 
harm among his core supporters: his vote 
among Yadavs rose from 53% to 63% and 
among Muslims from 66% to 68%. 


The new catch-all party? 


The sje may have won a less than over- 
whelming mandate, but it can claim to have 
won trust. Less than ten years ago it was al- 
most a pariah party for its role in stirring up 
tensions between Hindus and Muslims, es- 
pecially after the 1992 destruction of the Ba- 
bri mosque in Ayodhya in Uttar Pradesh. 
Now few parties outside Congress and the 
communist parties will not consider it as an 
ally. Though it continues to depend more 
than others on the support of India’s domi- 
nant northern males, it is attracting more 
lower castes, more country folk, more wom- 
en, more southerners and (surprisingly 
enough) more Muslims than ever before. 

Its expansion does not always mean 
shrouding its ideology, or deferring to allies. 
The sje became the dominant party in Guja- 
rat by joining, and then devouring, a vulner- 
able ally. It some day could do the same in 
Orissa, where the local partner has neither a 
strong ideology of its own nor a good organi- 
sation. The sjr’s pro-Hindu bias can still be 
electorally useful, for example in Assam, 
which is anxious about an influx of Bangla- 
deshi (Muslim) migrants. 

In the longer term, the pyr is likely to 
prosper as more Indians come to resemble 
the well-off urbanites that are its most reli- 
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Less is more 
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able supporters. According to csps data, for 
example, Dalits with more than ten years of 
education are more likely to vote for the sje 
alliance than for any other grouping. 

Congress seems to be heading in the op- 
posite direction. Once a catch-all party that 
embraced the top and bottom of the social 
pyramid, it no longer knows who its natural 
supporters are. In states where its main op- 
ponent is the syr itself, it is largely a lower- 
caste party. Where its main opposition is a 
regional party, its profile is mainly upper 
caste. Its vote base seems to be whatever the 
opposition leaves over. Yogendra Yadav of 
the csps compares Congress to a pillow, 
which retains the impression of whoever 
last sat on it. 

There were glimmers of hope for Con- 
gress in this election (such as a 2.7 point rise 
in its share of the popular vote, most of it in 
Uttar Pradesh) and shades of doubt for the 
BJP. Still, it is hard to shake the impression 
that history ison the side of Mr Vajpayee and 
his thoroughly pragmatic crusaders. 
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UNITED STATES 


Bang! 


WASHINGTON, OC 


Like a nuclear test gone wrong, the Senate’s vote against the test-ban treaty has 


spread radioactive poison over everyone concerned 


HE Senate’s defeat of the Comprehen- 

sive Test Ban Treaty is a humiliation for 
the Clinton administration, a pyrrhic victory 
for the Senate and a disaster for America’s 
foreign-policymaking process. It humiliates 
the president because this was a treaty he 
once described as among the most impor- 
tant of his presidency. Part of his legacy is 
now in tatters. In the Senate, victory revealed 
many senators to be more interested in their 
partisan fight with the president than the 
consequences of their actions in the world. 
And foreign policy has been damaged be- 
cause itis no longer possible to trust the pres- 
ident’s signature even on a nuclear treaty. 

This debacle resulted, in part, from a fail- 
ure to cope with the deep differences of 
opinion among American policymakers ov- 
er the crst. The administration argued that 
the treaty would make America safer by 
hampering the efforts of Russia, China and 
others to produce new, more threatening nu- 
clear weapons and by strengthening sup- 
port for the Nuclear Non-Proliferation Trea- 
ty, the main anti-proliferation effort. The 
armed services liked the test ban because it 
would have left America with the most up- 
to-date and powerful nuclear force in the 
world. The past five chairmen of the joint 
chiefs of staff testified in the treaty’s favour. 

On the other side, Richard Lugar of Indi- 
ana, one of the most respected internation- 
alists in the Senate, argued that the treaty 
simply would not work. “I have little confi- 
dence that the verification and enforcement 
provisions will dissuade other nations from 
nuclear testing.” Others said the treaty was 
pointless because it would do nothing to 
stop the most dangerous nuclear states, 
North Korea and Iran. 

And balancing the five chiefs of staff, six 
former secretaries of defence said the crst 
would damage America’s ability to keep its 
warheads safe. Warheads last around 20 
years. After that, they become less reliable. 
“We would be vulnerable to the effects of 
ageing,” the grandees argued, “because we 
could not test...existing warheads.” 

Yet reasonable though such reservations 
may sound, they played only a background 
role in the treaty’s death on the Senate floor. 
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Credibility up in smoke 


Trent Lott, the leader of the Senate, originally 
brought the vote to humiliate Mr Clinton 
when he realised his colleagues would not 
support the treaty. He allowed just one day 
of hearings—hardly evidence of a desire to 
thrash out the issues. He was even willing to 
do a deal with Democrats which would (for 
a political price) have postponed the vote 
until after 2000, keeping the treaty alive. 

This did not happen because a small 
number of senators who wanted to kill the 
cTsr at any cost saw their chance and re- 
fused to go along with the postponement. 
Because of the Senate’s procedural rules, 
they were able to force a division. The Senate 
duly voted 48-51 not to ratify the treaty, split- 
ting largely on party lines and falling far 


short of the two-thirds majority needed. 
That there had been a military coup the day 
before in the world’s newest nuclear power, 
Pakistan, mattered not a jot. Yet again, in the 
aftermath of impeachment, the minimum 
level of amity needed to work the system 
was lacking. 

For this, Mr Clinton was as much to 
blame as the Senate. He continually de- 
manded a vote which he knew he could not 
win, gambling that the Senate would cave in. 
He did virtually nothing to lobby for the 
treaty between the time he signed it, in 1996, 
and last weekend, when most of his nation- 
al security team fanned out to drum up sup- 
port on television. By that time it was far too 
late. 

The conflict was more than just parti- 
sanship as normal. Nuclear policy has tradi- 
tionally been a bipartisan matter. This was 
the first time the Senate has vetoed a nuclear 
treaty (though in 1980 it forced President 
Carter to withdraw the second Strategic 
Arms Limitation Treaty, sAtr 2, after the So- 
viet invasion of Afghanistan). 

Worryingly, the Senate vote is also the 
culmination of a pattern of actions which 
point to creeping isolationism. Last year, Mr 
Clinton failed to get “fast-track” authority to 
negotiate trade agreements. Congress at first 
refused to back what Republicans dubbed 
“Clinton's war” in Kosovo. Both houses vot- 
ed this summer to cut the foreign-affairs 
budget by 14% next year, which would make 
it impossible for America to fulfil its com- 
mitments under the Middle East peace pro- 
cess. The United States has been refusing to 
pay its dues to the United Nations for so long 
that it may lose its vote in the General As- 
sembly. Many senators no doubt had serious 
reservations about the test-ban treaty. But 
some could not have cared less. 

The impact may not be felt immediately. 
The test-ban treaty cannot enter into force 
anyway until 44 nuclear countries have rati- 
fied it—and it was nowhere near that num- 
ber even before the Senate vote. Mr Clinton 
has said America will continue to observe 
the moratorium on nuclear testing. 

Still, itis hard to believe that a decision of 
this magnitude will not have consequences. 
Before the vote, the leaders of Britain, France, 
and Germany appealed to the Senate to rati- 
fy the treaty, saying failure would show that 
the United States is not serious about arms 
control. American opponents of the CTBT re- 
ply that America’s nuclear policy will now 
rest on American interests and power, not 
waffly and unenforceable treaties. The fall- 
out from this particular nuclear test is al- 
ready spreading. 
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UNITED STATES 
The labour unions 


Gore's to a man—almost 


LOS ANGELES 


HAT a week it has been for Al Gore. 

On October 6th the vice-president cut 
the ribbons on his new offices in Nashville, 
Tennessee, seizing the chance to talk un- 
woodenly of his love for home and parents. 
Three days later, at a Democratic dinner in 
lowa that just happened to include his rival 
for the nomination, Bill Bradley, he accused 
Mr Bradley of cowardice to his face, and 
looked as if he had rattled him. Then, to 
crown it all, came the news on October 13th 
that he had won the endorsement of Ameri- 
ca’s trade-union congress, the AFL-CIO, at its 
convention in Los Angeles. 

It is a giant prize. The Art-c1o has 13m 
members; the endorsement mobilises the 
grassroots efforts of those members on be- 
half of Mr Gore, and puts into his camp the 
80 delegates the aFL-cio is expected to send 
to next summer's Democratic Party conven- 
tion. It also slows down Mr Bradley, who has 
been creeping level with Mr Gore in the lat- 
est north-eastern polls. Fully aware of the im- 
portance of this “first primary”, President 
Clinton had pulled out all the stops on Mr 
Gore’s behalf. He put in calls to the Food and 
Commercial Workers Union and the Inter- 
national Brotherhood of Electrical Workers, 
and even appeared at a dinner to honour 
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Sweeney in love 
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James Hoffa of the Teamsters, the closest 
presidential brush with this sleaze-ridden 
union since Nixon’s day. 

Yet although the art-cio’s president, 
John Sweeney, had all but announced the 
endorsement of Gore when he opened the 
convention, the voice-vote at the end was 
not quite so straightforward. Despite Mr 
Clinton's wooing, the Teamsters—the largest 
union among the 68 represented, with 1.4m 
members—“respectfully disagreed” with 
the endorsement. Mr Hoffa said his union’s 
members needed more information about 
the candidates’ positions on issues dear tola- 
bour, and wanted the vote delayed. (It was, 
in fact, the earliest endorsement labour has 
ever given to a candidate.) Another impor- 
tant union, the 800,000-member United Au- 
to Workers, also chose to abstain. 

This reluctance was seen as an expres- 
sion of unhappiness with Mr Gore’s support 
for the North American Free-Trade Agree- 
ment and for the proposed inclusion of Chi- 
na in the World Trade Organisation. Mr Hof- 
fa was careful, however, tocomment that the 
Teamster “no” vote was “not a criticism of 
Gore nor an endorsement of Bradley”. Other 
Teamsters at the convention were less guard- 
ed. “In the South, we always say, ‘Don’t wrap 
that pig, weigh it’,” said one Kentucky mem- 
ber. “And we'd like to have it weighed before 
it’s wrapped.” Nonetheless, in the end, the 
“Yes” vote for Mr Gore turned out to be a full- 
throated roar. 

The endorsement comes at a time when 
the unions are beginning to recover some of 
their old power and influence after years of 
decline. This year the arL-c10 posted a net 
gain of about 200,000 new members after 
five straight years of losses. Mr Sweeney has 
concentrated on grassroots organising, and 
has tried to recast labour’s traditional hard- 
hat, white-man-only image into a percep- 
tion that the arL-ci1o embraces workers of 
every sort. The “Welcome” banner in the 
convention hall displayed the word in a doz- 
en languages. 

But the organisation has far to go before 
it returns to full strength. In the 1950s about 
35% of the American workforce was repre- 
sented by a union; today the figure is 14%, 
even with this year’s gain in members. A 
new study commissioned by the Ari-c1o 
has revealed that in the fastest-growing sec- 
tors of the American economy, including ho- 
tels, airlines, retailing and child-care, only 
about one in 20 workers is subject to collec- 
tive-bargaining agreements. 

Organised labour clearly fears a return to 
the anti-labour platform of the Reagan-Bush 
years, which the AFL-c1o assumes will again 
predominate if George W. Bush becomes 








Hoffa uncertain 


president. But Mr Gore does not have their 
full confidence, either, and he had some 
soothing to do when he addressed the dele- 
gates after the endorsement. He promised to 
support raising the minimum wage by $1 an 
hour (amid the loud cheering that followed, 
some delegates might not have heard him 
add “phased in over a couple of years”); en- 
couraging employers to provide flexible 
work-time schedules for working parents; 
creating subsidies and tax credits for stay-at- 
home mothers, and establishing tax-deduct- 
ible savings accounts to pay for college and 
further education. 

Still, Mr Gore seemed well aware during 
his speech that while he had received the 
AFL-C10’s endorsement, he has not yet cap- 
tured labour’s love. “I need more than your 
vote and your support,” he pleaded. “I need 
your hearts.” 


Health care 


A right to sue 


IOWA CITY 


N 1994, House Republicans scrambled to 

their current majority after helping to tor- 
pedo President Clinton’s plan for universal 
health insurance. On October 7th, 68 of 
them defied their party leaders by voting for 
a bill that looked, in some ways, suspiciously 
like the old Clinton plan, and had the presi- 
dent’s full backing. 

The House bill (a more limited version of 
which was passed in the Senate in July) 
would set national standards for health in- 
surance, which at present is subject mostly 
to state regulation. It would guarantee pa- 
tient access to emergency care and medical 
specialists, and would allow consumers in 
group health plans—on payment of an extra 
premium—to use outside doctors. Most im- 
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portant, it would give patients the right tosue 
their health maintenance organisations 
(Hmos) for denying or failing to provide 
proper care. 

The bill was sold hard. Atone pointa boy 
of seven, in shorts, with artificial legs and no 
hands, was introduced in the chamber. As a 
baby with a raging fever, he lost both legs 
and forearms when his mother’s insurer 
made her drive him to a hospital in another 
town. Presenting the boy to the House was 
Greg Ganske,a surgeon and Republican con- 
gressman from lowa who was one of the 
bill’s chief sponsors. Last year, when Dr 
Ganske realised that Republican leaders 
would not come up with the bill he wanted, 
he teamed up with a Democrat, John Din- 
gell, the senior member of the House and for 
years the leader of the Commerce Commit- 
tee. Their bill was put toa vote and failed, but 
there was better luck this time when the 
cause was joined by Charlie Norwood, an 
ebullient Republican dentist from Georgia. 

The strong bipartisan support for the bill 
surprised both its critics and its supporters— 
but then feelings run high when it comes to 
HMOs. More than a quarter of all Americans, 
twice the 1989 figure, buy annual coverage 
from HMos. Of the public sector's Medicare 
recipients, meaning most Americans over 65, 
16% are enrolled in managed-care plans. The 
iron triangle of employers, accountants and 
insurance providers has levelled health 
spending after years of steady growth. Yet 
health care is still expected to swallow a 
world-record 16.3% of enre when the baby- 
boomers reach retirement early in the new 
century. And, according to a recent Wash- 
ington Post-asc poll, only 30% of the public 
have a good opinion of HMOs; 52% have a 
bad one. About 40% say HMOs treat most 
people fairly; 43% think they do not. 

In the first round of last week’s debate, 
Republicans voted for tax deductions in- 
tended to nudge the uninsured into health 
plans. Democrats countered that these 
would benefit as few as 1% of the uninsured, 
leaving the rest —some 15% of whites, 21.5% of 
blacks and 35% of Latinos—untouched. They 
would also be so expensive that the Republi- 
cans might have to raid the Social Security 
surplus to pay for them. Despite the threat of 
a Clinton veto, these tax breaks are still at- 
tached to the House health-care bill, and 
may complicate its future when it has to be 
reconciled with the weaker Senate version. 

But the sparks began to fly with the sec- 
ond round of the debate, when politicians 
had to take on the medical profession. At is- 
sue were assured emergency-room access, 
fuller information from doctors, easier ac- 
cess to clinical tests of new drugs, and, most 
controversial of all, the right to sue health in- 
surers for sub-standard treatment. On one 
side stood the Republican leaders and the in- 
surance industry, one of the party’s best and 
biggest contributors, warning congressmen 
that the bill would bring down a deluge of 


THE ECONOMIST OCTOBER 16TH 1999 





Must keep the patient happy 


lawsuits. They have a point: Americans often 
seize the initiative themselves rather than 
wait for the government's lead, and earlier 
this month anumber of class action lawsuits 
were launched against Aetna and Humana, 
two of America’s largest HMos, for alleged 
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denial of care and withholding infor- 
mation from patients. 

Lined up on the other side, how- 
ever, were the doctors: seven of the 
chamber’s nine physicians—four of 
them Republicans, including Dr 
Ganske—and the American Medical 
Association, plus several of the most 
powerful unions and most of the 
Democratic minority. In the end, the 
combination proved irresistible. So 
America’s doctors—who largely hate 
the HMos and the constraints they 
impose—have won a victory for the 
moment. Whether patients will gain 
as much as they hope is a matter of 
conjecture. Extending the right of the 
insured to proper treatment is no 
doubt useful (and attractive enough 
for at least one presidential aspirant, 
Bill Bradley, to make it a focus of his cam- 
paign). But there remain, according to the 
Census Bureau, more than 44m Ameri- 
cans—16.3% of the population—who had no 
health insurance last year, despite the 
booming economy. And the figure is rising. 
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Immigration 


In the Vanguard 


LEXINGTON AND OMAHA, NEBRASKA 


DECADE ago Lexington, in Nebraska, 

was a dying town. In the late 1980s, a big 
tractor factory shut down; almost overnight, 
the population fell and businesses started 
closing. “It was like a ghost town,” recalls 
Marty Romero, who ran a homeless shelter 
then. “The biggest landowner was a bank. 
People would just walk into the bank and 
leave their keys on the president's desk.” But 
in 1990 1BP, a big slaughterhouse (meat-pack- 
ing plant, to Americans) moved into the 
space where the old tractor factory had been. 
With that, Lexington managed to turn itself 
round. Today, thanks to the Interstate high- 
way nearby and the arrival of new workers, 
itis teeming with life. 

Most of the plant’s employees— 
mostly Latinos, plus a few Asians— 
have legal working papers. But some 
donot, and that is why towns like Lex- 
ington have caught the attention of 
the Immigration and Naturalisation 
Service (1Ns). Lexington is one of ma- 
ny towns in Nebraska, Ilowa and other 
Great Plains states revived in part by 
immigrants flocking to work in 
slaughterhouses. 

All things being equal, of course, 
the plants would prefer to have legal 
workers. But unemployment is low in 
these parts—between 1% and 2% re- 
cently—and the going wage for the 
plants’ bloody, dangerous jobs is well 
below what was paid 20 years ago. So 








most jobs go to immigrants. Critics of the in- 
dustry say that some employers look the oth- 
er way when they hire workers of uncertain 
provenance, but even those whostick by the 
rules can be fooled by the spread of increas- 
ingly convincing fake documents. 

In the past, the 1ns rooted out undocu- 
mented workers by raiding factories, some- 
times under cover of darkness and with the 
help of heavily armed policemen. But this 
year ıns Officials devised a gentler new way 
of doing things, called Operation Vanguard. 

Under Vanguard, 1ns officials check em- 
ployees’ work documents regularly and 
compare them with federal databases to 





Is this man legal? 
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work out which employees are legal and 
which are not. The agency switched to this 
approach because it seemed likely to be both 
cheaper and more humane; but it is also a 
real nuisance for companies that use undoc- 
umented workers. Raids are no longer a 
once-every-several-years cost of doing busi- 
ness; the companies are now subject to con- 
stant scrutiny and checking. 

When the first round of Vanguard inves- 
tigations started in Nebraska earlier this 
year, it pored over 24,000 employee records 
and found 4,441 discrepancies. Each em- 
ployee with adiscrepancy was asked to meet 
Ins Officials. About three-quarters disap- 
peared rather than show up for the inter- 
view. That did not make them fugitives from 
the ins; it only meant that they would lose 
their jobs—the agency's objective. Most of 
the other 1,000-odd managed to explain their 
circumstances to the 1ns’s satisfaction. Only 
34 came to the interview but failed to justify 
themselves; they were arrested, and set on a 
path towards deportation. 

The agency thought Vanguard a success. 
So did the meat-packing companies—but 
with much less enthusiasm. With a quarter 
of their workers gone, many businesses 
faced serious disruption. Worried business- 
men prevailed upon their elected represen- 
tatives to complain about the agency’s activ- 
ities. In a striking reversal, politicians who 
had once favoured a stern approach to im- 
migration suddenly found themselves ask- 
ing for greater leniency, fearing that their lo- 
cal economies could be damaged by strict 
Ins enforcement. 

Odder still, business leaders sought out 
alliances with advocates for Latino causes, 
with whom they had long tangled over such 
matters as working conditions for plant em- 
ployees. “An 1pp vice-president called asking 
for my help in fighting Vanguard,” says Fa- 
ther Damian Zuerlein of Our Lady of Guada- 
lupe, a predominantly Latino Catholic 
church in Omaha. “When that happened, 1 
asked myself, ‘What planet am Ion?” 

The two groups’ concerns are not pre- 
cisely aligned. The big issue for meat-packing 
executives and the cattlemen who supply 
them is that Vanguard seems to single out 
their industry and their part of the country, 
particularly at a time when low commodity 
prices have already been hurting ranchers. “I 
don’t expect ins to run the agency based on 
what's best for Nebraska agriculture, but I 
also don’t expect them to go out of their way 
to come up with a programme that kicks ag- 
riculture right in the shins,” says Ben Nelson, 
a former governor who opposed Vanguard 
before leaving office earlier this year. 

On the other hand, some worried Lat- 
inos fear that many innocents will be caught 
up in the dragnet, and that too little legal and 
humanitarian assistance is available locally 
to handle so much dislocation. Moreover, 
Latino advocates note that an operation like 
Vanguard is more damaging to undocu- 
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mented workers with established families; 
footloose single workers can move on easily, 
whereas families hit hard by Vanguard may 
have to uproot children in school or spouses 
or relatives in jobs. 

Local activists and ıns officials agree that 
the agency needs to put extra effort into the 
human-services part of its job, rather than 
justenforcement. At the ins office in Omaha, 
200 people a day show up seeking help, far 
more than the small staff can handle. The 
modest waiting room is usually filled; those 
farther back in the queue have to stand out- 
side for hours. If extra officers were assigned 
to paperwork duty, it might mean fewer dis- 
crepancies and delays. Yet the last time Con- 
gress increased the 1ns’s staff in Nebraska, it 
merely added several dozen enforcement of- 
ficers assigned to handle illegal immigrants 
who were picked up by state troopers along 


Interstate 80. 

So far, the lobbying by businessmen, Lat- 
ino activists and politicians appears to have 
fallen on deaf ears. 1ns officials in Omaha 
and Washington are convinced that Van- 
guard-style operations are the way to go; 
they are now attempting to bring the concept 
to other states, beginning with Iowa, as well 
as to other professions, including restaurant 
and hotel work, in order to squeeze the kinds 
of job that are thought to employ the largest 
number of illegal workers. They are also 
planning fresh investigations every three 
months in states where Vanguard has al- 
ready been introduced. There is no guaran- 
tee that the ins can apply simultaneous 
pressure in enough states and enough indus- 
tries to remove all job options from undocu- 
mented workers. But, so far, nothing else has 
worked anything like so well. 
= 





Ballot access 


Climb every mountain 


CHARLESTON, WEST VIRGINIA, AND AUGUSTA, MAINE 


ENISE GIARDINA is running for gover- 
nor of West Virginia as the candidate of 
the Mountain Party, a loose coalition of lib- 
erals, environmentalists and the generally 
frustrated. A trained theologian and a well- 
known novelist of the mountains and coal 
mines of her state, Miss Giardina is new to 
front-line politics. In order to get her name 
on the ballot for next November's election, 
she must gather at least 14,000 signatures of 
registered voters. To make things even hard- 
er, she is required by state law to tell people, 
when they sign her petition, that signing up 
for a minority party is an offence which will 
debar them from voting in the state prima- 
ries. Although the law itself 
has now been changed, the 
law requiring her to warn 
her supporters is still on the 
books; and Miss Giardina 
dares not disobey it, lest her 
signatures be invalidated. 
West Virginia may be 
especially quirky, but this 
sort of thing is not unusual. 
State legislatures are every- 
where controlled by Re- 
publicans or Democrats, 
and these rejoice in putting 
obstacles in the way of al- 
ternative parties. For third- 
party presidential candi- 
dates, this means fighting 
through thickets of differ- 
ent laws in every state. Mi- 
nor-party candidates are 
often kept out of debates, 
and they have even been 
denied access to lists of reg- 
istered voters. 





Giardina, fighting 


There are no constitutional barriers to a 
multi-party system, and third parties have 
not always had such a hard row to hoe. They 
have been common in American history, 
and have often marked historical shifts in 
the country’s political thinking. It was the 
Liberty Party of 1840 that first advocated (ina 
political context) abolishing slavery, an idea 
then considered so subversive that the 
party’s presidential candidate, James Birney, 
was sometimes forcibly prevented from 
speaking. Richard Winger, an expert on elec- 
toral laws and editor of Ballot Access News, 
points out that there were no ballot-access 
laws before 1888, and that until 1930 they 
were lenient. Sterner tests 
were put into place not 
when there were many 
small parties, but when 
there were few. 

The rationale for creat- 
ing hurdles for minor par- 
ties hasa lot todo with their 
reputation as “agents of in- 
stability” in a traditional 
two-party system, says Bob 
Bastress, a professor at West 
Virginia University College 
of Law. Wanting to avoid 
the chaos of a multi-party 
system makes some sense; 
but the confusion they 
cause applies chiefly to a 
parliamentary system, 
which the United States 
does not have. Establishing 
barriers to minor parties in 
America, Mr Bastress says, 
has a lot more to do with 
self-interest. “The more you 
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make it difficult for others, the more you in- 
sulate your own power.” 

So successful have the laws been that 
minor parties such as the Independents, Nat- 
ural Law Party, New Alliance, us Taxpayers 
Party, American Independent Party, Greens 
and Libertarians are still seen as oddities by 
most voters. And even the most successful 
must still struggle. 

The Reform Party, thanks to the 8m votes 
won by Mr Perot in the 1996 election, will 
qualify for $12.6m in federal money for next 
year’s elections; but it still has automatic 
slots on the ballot in only 20 states. To get on 
the ballot in the rest, officials reckon they 
must gather 600,000 signatures, which may 
cost $6m if they cannot get volunteers to do 
it. The party is also engaged in a desperate 
search for a flamboyant standard-bearer, 
from Jesse Ventura to Pat Buchanan to Do- 
nald Trump: for little parties need big names 
if they are to draw enough signatures (and 
votes) to keep their official standing. Mr 
Trump is said to have a useful database of 
6.5m names of gamblers who might be per- 
suaded to sign up. 

It all comes back to those piecemeal 
struggles at state level. In Maine, several par- 
ties (Libertarians, Greens and the Reform 
Party) have won over 5% of the vote in va- 
rious local elections. This gave them official 
status; but in order to keep it, the parties were 
required to capture 5% of the vote in the sub- 
sequent races for both governor and presi- 
dent. This last was an almost impossible task 
for a fledgling party. The Greens attempted 
to meet the standard by persuading Ralph 
Nader, a famous consumer advocate, to run 
as their presidential candidate, but he failed 
to get enough votes. This left Green voters in 
ballot limbo, aligned with a non-existent 
party and thus ineligible to vote in primaries. 

Years of court battles failed to overturn 
the law, but, soon after the most recent gov- 
emor’s race, the Maine legislature had a 
change of heart. Maine’s popular governor, 
Angus King, happens to be an independent, 
and he ran ina four-candidate race in which 
it seemed conceivable, for a while, that the 
Democrats themselves might not make the 
5% mark. Maine shortly afterwards passed a 
law that requires parties to reach 5% only 
once every four years instead of every two. 
The Greens think they can manage that. 

This is not the first time that these care- 
fully constructed barriers have tripped up 
their own builders. When Democrats in Vir- 
ginia in 1990 decided not to field a candidate 
against a popular Republican moderate, 
Senator John Warner, they were surprised to 
find after the election that they had lost their 
official status in the process. The Virginia leg- 
islature quickly changed the law. 

Recent and persistent efforts by minor 
parties to get fairer access to the ballot have 
borne some fruit. In Florida, Governor Jeb 
Bush has signed a bill that would allow any 
party which holds a national convention, 
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NEW YORK 


T LOOKS like a simple decision. One of 

the perks of being a politician is that 
you watch sports events from the best 
seats. At the moment, the voters of New 
York are interested in only one thing: the 
possibility of a “subway” World Series be- 
tween the city’s two baseball teams, the 
Yankees and the Mets. So what better way 
for a New York politician to mix business 
with pleasure than turning up to watch 
your team? 

Unfortunately, for Hil- 
lary Clinton, nothing comes 
easy. Earlier this year, Mrs 
Clinton, who has never 
lived in New York but 
wants to become its senator, 
suddenly revealed that she 
had always been a Yankees 
fan. Obviously, this was 
completely true, not re- 
motely an attempt to pan- 
der to voters and certainly 
not a joust at Rudy Giuliani, 
Mrs Clinton’s likely rival for 
the Senate seat, whose most 
notably human characteris- 
tic is his devotion to the 
“Bronx Bombers”. 

Alas, very few people (including, hurt- 
fully, the Yankee players) seem to believe 
Mrs Clinton. Hence the prospect that if 
she makes her way to Yankee stadium (a 
picture of which she has of course lovingly 
clutched through the long years in Chica- 
go, Arkansas and Washington), she may 
just possibly be laughed at by the crowd. 
That will not worry the fan in MrsClinton, 
who will presumably be too thrilled at fi- 
nally seeing her heroes in action to notice; 
but it might not be so successful for the 
prospective senator (let alone the aide 
who advised her to pledge her troth so 
publicly). On the other hand, if she stays 
away,shecan count on Mr Giuliani point- 
ing it out repeatedly. 

Chancing her luck with the fans may 
be Mrs Clinton’s best chance. Ed Koch, a 


Such a fan 








and which has registered with Florida’s sec- 
retary of state, to place its presidential candi- 
date on the state ballot with no petition and 
no fee. Colorado’s laws, which included no 
procedure for getting minor parties on the 
ballot and tricky requirements for candi- 
dates, have recently been modified after 15 
years of court challenges. In New Jersey, the 
Reform Party hopes to succeed with a suit 
challenging a requirement that prospective 
political parties get 10% of the cumulative 
vote in the General Assembly elections be- 
fore they can be designated as political par- 
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former mayor, has already advised her to 
“take a Yankee cap and bow to the crowd, 
and act as though they were cheers.” And 
they could surprise her. When a far less 
endearing British politician, David Mellor, 
gingerly turned up at a Chelsea football 
game after the disclosure of an adulterous 
affair, he was cheered to the rooftops. But 
then Mr Mellor was a Chelsea regular, 
who, according to the tabloids, had 
donned the team’s strip when in bed with 
his mistress. 

Perhaps Mrs Clinton 
simply chose the wrong 
team. The demographics 
were right. The polls show 
that the Yankees, who are 
the current world champi- 
ons (as in other American 
sports, “world” being rede- 
fined to mean the United 
States and Canada), have 
around twice as many fans 
in the city as the much less 
predictable Mets; in fact 
they are the most followed 
team in the country. But 
they are also, for much the 
same reasons, probably the 
most hated. Meanwhile, the Yankees’ 
“real fans”, just like their equivalents at 
Manchester United, are always griping at 
the out-of-towners who latch on to the 
team’s success, wear the cap without 
knowing the players’ names, and drive up 
seat prices. 

If Mrs Clinton had gone for the Mets, 
she would still have had to counter a few 
disbelieving cynics, but she would have 
looked brave and original—and offended 
very few voters (Yankees fans don’t hate 
the Mets; they pity them). And the Mets 
might just win, which would be one in the 
eye for Mr Giuliani. But Mrs Clinton’s 
heart seems to have ruled her head. As 
was once observed by Yogi Berra, the Yan- 
kee oracle, baseball is only “90% mental, 
the other half is physical.” 








ties in the state. 

Meanwhile, the percentage of voters reg- 
istering as independents has risen from 
about 2% of eligible adults in 1964 to 15% in 
1996. This has caused a couple of startling 
third-party upsets: Mr King’s victory in 
Maine, Mr Ventura’s in Minnesota. Yet, for 
the most part, an “independent” voter is still 
one who votes either Democratic or Repub- 
lican as the mood takes him. Those, like De- 
nise Giardina, whostand fora quite different 
party face a truly mountainous task. 

= = 
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Congressional Republicans meet their match 


EORGE W. BUSH is savouring his Sister Souljah moment. In 
1992, Bill Clinton dramatised his differences with the left 
wing of the Democratic Party by condemning the rap singer and 
black activist who had called for the murder of whites after the Los 
Angeles riots. Now, Mr Bush is signalling his credentials as a man 
of the centre by criticising a group of people who have about the 
same level of public respect: the Republican leaders of Con- 
gress.Who can blame him? Congress is passing through a dreadful 
period. The Senate’s refusal to ratify the Comprehensive Test Ban 
Treaty (see page 37) shows not just President Clinton but the Re- 
publican leaders at their worst. Even for opponents of the test-ban 
treaty, including Mr Bush, the manner of its rejection—largely to 
inflict political humiliation on the president rather than to defend 
American nuclear security—is troubling. 

Just as much partisan bickering is on display in the House, and 
this time it touches Mr Bush more directly. As with the test-ban 
treaty, the Republicans are seeking 
to embarrass the president, rather 
than to agree upon a fiscal policy. 
The plan, says the majority whip, 
Tom DeLay, is to pass a series of 
tough spending bills that the presi- 
dent will veto. Republicans will 
then seek to blame him for shutting 
down the federal government and 
for trying to spend the huge surplus 
generated by the Social Security 
trust fund. 

Never mind that Republicans 
will probably get the blame, as they 
did before, for shutting the govern- 
ment down if that happens. Never 
mind that they themselves are 
planning to dip into the surplus 
(just like every Congress since the 
year dot). And never mind that to 
achieve their spending cuts they are 
resorting to budget gimmickry and 
tactics such as delaying payments 
to the low-paid (an idea that earned 
the rebuke from Mr Bush that the party was “seeking to balance 
the budget on the backs of the poor’). This is a political game in 
which the aim is to blame the other side when everything goes 
wrong. 

Such conflicts are becoming more and more common. They in- 
clude not only national and international matters, like the budget 
and the test-ban treaty, but local concerns, such as the Senate’s 
controversial rejection of the appointment of Ronnie White as a 
federal judge to the Missouri Supreme Court. (The decision was 
connected with the local politics of the Senate race next year, and 
has caused particular anger because Mr White is the first black 
judge proposed for the job.) 

All this is a reminder of how much partisan bitterness remains 
in Congress after the impeachment debate. And you might think 
that the popular distaste such shenanigans create would damage 
Mr Bush, who is the front-running nominee of the party in charge 
of the mess on Capitol Hill. But in many ways, it helps him by justi- 
fying his basic appeal. This is not (as in Mr Clinton’s case) the idea 
of splitting the difference between the two parties and attracting 
the mushy centre. The Texas governor remains an unapologetic 
conservative. Despite his criticism of the congressional Republi- 
cans, he agrees with them on a number of basic issues such as tax 





cuts and gun control. 

Rather, his appeal is that of a problem-solver who promises to 
side-step the bickering of Washington and concentrate instead on 
encouraging modest government action by the states, the counties | 
and the cities. Hence his stress on the role of churches and “faith- 
based organisations” in welfare reform. Hence too his praise of the | 
crime-reduction, welfare and education reforms of the states. So 
the notion that the congressional Republicans are petty and vin- 
dictive does his electoral prospects no harm at all. If they are more 
interested in slinging mud and attaching blame than passing laws, 
so be it. He is above all that. “Too often my party has confused the 
need for limited government with a disdain for government it- 
self... our goal [should be} a limited government, respected for do- 
ing a few things and doing them well.” | 

Criticising congressional Republicans also de- 
fuses criticism that Mr Bush is a captive of the 
right. It enables him to appeal be- 
yond his party’s core constituency, 
to the centre, where elections are 
won. And it helps him in the huge 
task of moving the Republicans | 
away from their radical conserva- 
tism of the mid-1990s towards his 
more compassionate kind. 

All this puts him in a far better 
position than the Democrats’ front- 
runner, Al Gore. The vice-president 
has been forced by Bill Bradley’s 
powerful challenge to move away 
from the centre and scramble for 
the endorsement of the unions, 
which stand among the more nar- 
row-minded and divisive of the 
Democrats’ constituencies (see 
page 38). So, while Mr Gore is look- 
ing a bit like a machine politician of 
the old school, Mr Bush is emerging, 
Clinton-like, as the candidate of the 
centre. Yet, all that said, his strategy 
is not without risk. In painting the 
Republicans in Congress as mean, he could harm their chances of 
holding the House in next year’s election (their opinion-poll rat- 
ings are now even more abysmal than they were after the im- 
peachment debacle). 

A bigger risk is that, in appealing to the centre, Mr Bush could 
lose support on the Republican right. Several of his rivals are using 
his remarks to boost their appeal as the real conservative candi- 
date. “You're not going to beat the Democrats by sounding like 
Clinton-Gore lite,” said Steve Forbes. “The more he speaks,” said 
Rush Limbaugh, a talk-show host with a following among conser- 
vative Republicans, “the more troubled 1am about his candidacy.” 

Itis true that at the moment Mr Bush's money, his overwhelm- 
ing lead in national polls and the intense desire of Republicans to 
back whoever can regain the White House will all incline activists 
to swallow hard and back him. But in the first states to vote for the 
presidential nominee—Iowa and New Hampshire—-Mr Bush's 
poll lead is much smaller than it is nationally, and Mr Forbes and 
John McCain are both running respectable campaigns there. A 
further erosion of his support would tum them into credible chal- 
lengers. It may seem unlikely that they could take the nomination 
away from Mr Bush. But they might well do enough to take away 
his aura of inevitability. i 
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Guatemala’s democracy of 
chickens, rabbits—and locals 


GUATEMALA CITY 


The first presidential election in Guatemala after decades of civil war should 
be cause for popular enthusiasm. But the voters seem disillusioned 


OLOLA’S best py was spinning his discs, 

its prettiest girls had been persuaded to 
wear short skirts and stand at the door, and 
the entire event was togo out live on three lo- 
cal radio stations. The opening of a new 
nightclub? No, a public forum with the con- 
gressional candidates for Solola, a provincial 
capital two hours west of Guatemala city. 
But, despite the enticements, only a few doz- 
en people trickled in, and the hopefuls from 
the three biggest parties did not even show 
up. As the remainder waffled about how 
they would make Solola a better place, their 
listeners’ detachment was palpable. 

And so is the voters’ indifference to- 
wards the elections on November 7th for 
president, Congress and 330 mayors. Since a 
peace agreement was signed in December 
1996, ending a 36-year civil war that had 
killed perhaps 200,000 people, various civic 
groups and international agencies 
have been trying to transform Guate- 
mala from an armed camp of the cold 
war into a participatory democracy. 
But, in a worrying trend that is com- 
mon to other Central American coun- 
tries that suffered civil wars in the 
1970s and 1980s, political analysts fear 
that voter tumout, having dropped 
steadily in the past three elections, will 
drop again (see chart on next page). 
Rather than lazy contentment, the ap- 
athy seems to reflect Guatemalans'’ re- 
signed frustration. 

The polls favour Alfonso Portillo, 
the hoarse-voiced candidate of the op- 
position Guatemalan Republican 
Front (FRG)—known by his nickname, 
the Husky Chicken. He has overtaken 
Oscar “the Rabbit” Berger, of the Party 
of National Advancement (PAN) of Al- 
varo Arzu, the outgoing president. The 
PAN tried to roast the Husky Chicken 
for an incident in 1982 when, in politi- 
cal exile in Mexico, he shot two men 
dead in what he says was self-defence. 
The tactic failed; if anything, it im- 
proved his flavour with the voters. He 
may even secure the absolute majority 
required to avoid a run-off on Decem- 
ber 26th. 
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Both parties are right-wing. But the PAN is 
old money; the FRG is nouveau-riche. The 
PAN is cosy with the urban business types, 
the FRG with the army. Though Mr Portillo is 
a former left-wing activist, the rRG’s leader, 
Efrain Rios Montt, was a military dictator 
(and so banned from running for election) 
during the bloodiest period of the war 
against Guatemala’s left-wing guerrillas. The 
former guerrillas, now a political party, have 
joined forces with three other parties, but 
their alliance is lying a very distant third 
(though it could tip the balance in a run-off). 

If Mr Portillo wins, it will be mainly be- 
cause of the voters’ anger with Mr Arzu’s 
government (even Mr Berger 
has sought todistance himself 
from his mentor). Under Mr 
Arzu, the war ended and the 
economy was, at first, rela- 
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tively well run. But the sale of the state tele- 
phone company was unpopular—and, says 
the opposition, tainted by corruption. After 
a year of imprudent policies coupled with 
low world prices for the country’s staple ex- 
ports (bananas, coffee and sugar), Mr Arzu 
will leave Guatemala with high fiscal and 
current-account deficits, slowing economic 
growth, a sharp depreciation in the quetzal, 
weak banks and depleted reserves. 

Neither has Mr Arzu managed to 
achieve some important goals of the 1996 
peace agreement, such as raising pitifully 
low tax revenue, and reforming the electoral 
and judicial systems. The army’s sinister 
presidential security division, known as the 
EMP, has not been abolished. A new civilian 
police force contains many recycled ex-sol- 
diers, and has been ineffective. Public lynch- 
ings of suspected criminals have risen sharp- 
ly this year (to about eight a month), 
according to the United Nations’ Guatemala 
peace mission. And a referendum in May re- 
jected a set of constitutional changes intend- 
ed to consolidate peace (such as recognising 
the rights of 24 indigenous groups and end- 
ing the army’s role in pol- 
icing) after the original 
proposals had been 
muddled by Congress 
and orphaned by the 
politicians’ indifference. 

But perhaps the most 
damning indictment of 
the weakness of Guate- 
mala’s democratic insti- 
| tutions is the unsolved 












The next generation might even vote 





murder of Juan Gerardi, 
a Catholic bishop who headed the 
church’s Recovery of Historical Mem- 
ory project, an investigation into who 
had killed whom during the war. He 
himself was bludgeoned to death last 
year, two days after publishing a re- 
port that detailed the army’s atrocities. 
Despite many clues that soldiers were 
responsible, the special prosecutor in 
the case started by accusing a priest 
and his dog, and ended by resigning. 
His replacement, Celvin Galindo, ob- 
tained evidence implicating the emp. 
On October 7th, he fled the country, 
saying he was about to solve the mur- 
der but had received too many death 
threats. Days later, the accused priest 
did the same, perhaps fea ring re-arrest; 
the original judge in the case fled to 
Canada. 

Mr Portillo says that he would 
clear up Mr Arzu’s unfinished busi- 
ness. The Gerardi killing? “There is no 
doubt that the state was involved. We 
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Turning off 

Abstention in recent presidential elections 
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must solve the crime, no matter who falls.” 
Separating the police from the army? “We 
can do it without a constitutional reform.” 
The emp? “Well, you can’t abolish it all at 
once. It has to be done slowly and turned into 
acivilian security force.” 

That kind of comment worries those 
who think that General Rios Montt would 
keep Mr Portillo under the army’s thumb. If 
Mr Portillo keeps his promises, though, it 
would reassure foreign donors, who have 
poured $1 billion into the peace process, and 
pledged another $1 billion. But first he must 
beat Mr Berger—and apathy. 

Perhaps the best hope for proper democ- 
racy in Guatemala is not the new president, 
whoever he may be, but something more 
modest. “Civic committees”, local parties 
formed by local people to contest just a sin- 
gle municipality, already hold 22 of the 330 
mayorships. This time, they are contesting 
176 of them. The evening after the disco- 
forum in Solola, as the fog drifting off Lake 
Atitlan enveloped the town of San Lucas To- 
liman, some 300 people gathered in a han- 
gar-like hall to hear eight would-be mayors 
expound on their plans. The candidates 
ranged from the impressive to the absurd, 
but the audience listened to them all and 
then asked searching questions. This, rather 
than the antics of remote politicians in the 
capital, may teach acountry formerly run by 
violence to start running itself instead. 
ss 


Chile 


Life without 
Pinochet 


SANTIAGO 


HEN, on October 16th last year, Gen- 

eral Augusto Pinochet was arrested in 
London at the request of a Spanish judge, his 
supporters gave warning that Chile would 
become ungovernable and that its democ- 
racy was at risk. A year later, not only have 
neither of those forecasts proved accurate, 
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but Chilean democracy is turning into a 
rather livelier and less cowed affair. 

Chileans have gradually tired of the legal 
intricacies of the Pinochet case. The general's 
most vocal supporters and detractors still 
gather in all-night vigils to await court ver- 
dicts, most recently that of the London mag- 
istrate who ruled on October 8th that he 
could be extradited to Spain for trial on char- 
ges of torture and conspiracy to torture. They 
will be out again for this weekend’s anniver- 
sary. But their numbers have thinned of late. 
The crowd barriers, still in place outside the 
British and Spanish embassies in Santiago, 
now attract more litter than demonstrators. 

A tiny right-wing terrorist group, Father- 
land and Freedom, has placed a few small 
bombs, and threatens more. Britain’s honor- 
ary consul in Valparaiso, Chile’s main port, 
resigned on October 13th, after death threats. 
But apart from the odd outspoken comment, 
the armed forces’ commanders have main- 
tained both discipline and public loyalty to 
the centre-left government of President 
Eduardo Frei. The government, in 
turn, has argued with Spain and 
Britain that their courts lack juris- 
diction in the Pinochet case, and 
that the general should be re- 
turned to Chile. Though relations 
with Spain in particular have suf- 
fered some strains, that did not 
stop Spanish companies investing 
$3.9 billion in Chile in the six 
months to June. 

Since Chile returned to de- 
mocracy in 1990, its conservative 
opposition has held a veto over 
change: the existence of nine ap- 
pointed senators (several linked to 
the security forces) has denied 
centre-left governments a major- 
ity for constitutional change, including over- 
turning an amnesty covering atrocities dur- 
ing the bloodiest period of General 
Pinochet's 1973-90 dictatorship. But since the 
general's arrest, Chile has begun a more open 
debate about the dictatorship’s legacy, and 
its courts have become readier to hear hu- 
man-rights cases. Some conservative politi- 
cians “are now willing to consider that hu- 
man-rights violations were the result of a 
government policy, a possibility hard to 
imagine a year ago,” argues Human Rights 
Watch, a New York-based group, in a report 
released this week. 

Government officials argue that this 
would have happened anyway. Perhaps so: 
General Pinochet lost much of his power 
when he retired as army commander in 
March 1998. That prompted a few pro-gov- 
ernment congressmen to try to impeach 
him, and some of those who had suffered 
during his rule started to file charges against 
him in the courts. A 1997 law swept away 
most of the members of the Supreme Court 
appointed by the dictatorship. Their re- 
placements have nibbled at the amnesty—in 


particular, by ruling in July that this did not 
cover still unresolved “disappearances”, 
Since then, three retired generals (one of 
them a member of the dictatorship’s mili- 
tary junta), and over 20 former junior offi- 
cers (some policemen), have been arrested. 
That has worried the armed forces’ new, 
younger, commanders. They agreed to take 
part in government-sponsored talks with 
human-rights lawyers, which began on Au- 
gust 30th. The main topic is the whereabouts 
of the bodies of the more than 1,100 people 
officially said to have “disappeared” during 
the dictatorship. Although the armed forces 
deny having information, they had in the 
past rejected all discussion of the matter. 
Their presence at the talks is at least a limited 
admission of institutional responsibility. 
Some 40 cases against General Pinochet 
himself have now been filed in Chile's 
courts. But could he ever face trial there? 
Opinion polls suggest that is what a majority 
of Chileans want. A year ago, nobody be- 
lieved it could ever happen. His victims re- 





For some Chileans, it’s a beach 


main sceptical, but they are no longer quite 
so dismissive. On October uth, the Supreme 
Court ruled that the general must answer 75 
questions tabled by a Chilean judge and 
lawyers for victims of the dictatorship. 

The general's lawyers are considering 
whether to appeal against the extradition 
ruling. Chile’s government is pressing for his 
release on compassionate grounds. Its main 
fear is that the general, who is 83 and suffers 
from several ailments, might die in detention 
far from home. That could make him a mar- 
tyr. It might also hurt the chances of Ricardo 
Lagos, the candidate of the government co- 
alition, in December's presidential election. 

British officials have said that they will 
not consider releasing General Pinochet on 
compassionate grounds until legal proceed- 
ings are finished. But Juan Gabriel Valdes, 
Chile’s foreign minister, says he has received 
assurances from his British counterpart, 
Robin Cook, that it is not his intention to let 
the old general die in Britain. 

But nor would the British government 
relish the idea of releasing an allegedly mori- 
bund former dictator, only tosee him makea 
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remarkable recovery once home. Barring a 
sudden deterioration in his health, the gener- 
al now seems likely to remain in his Surrey 
mansion for months, possibly years, while 
his appeal drags on. 


Mexico 


After the flood 


PUEBLA 


HEN the rain began to fall on Hondu- 

ras and Nicaragua last month, some 
feared a repeat of the disastrous flooding of 
last October’s Hurricane Mitch. Rivers that 
had not been properly dredged started to 
burst, over banks that had not been fully re- 
paired. But relief efforts, already well prac- 
tised, have helped contain the damage. Even 
$0, 100,000 were made homeless and at least 
70 died. However, that was little compared 
with the fate of south-eastern Mexico. 

There, after nearly two weeks of torren- 
tial rain, some 275,000 people have lost their 
homes and, according to official figures, 329 
have perished. They only include people 
whose bodies have been found and identi- 
fied; local journalists and rescuers estimate 
that the real death toll could be double that 
(but see page 19). 

The government has declared four 
states—Hidalgo, Puebla, Veracruz and Ta- 
basco—disaster areas. Flooding turned parts 
of Villahermosa, Tabasco’s low-lying capital, 
into a tropical Venice. In the highlands of 
northern Puebla, the rain triggered lethal 
mudslides that wiped away entire hamlets. 
One larger town, Teziutlan, was especially 
punished; it accounts for over half the offi- 
cial death toll. The southern states of Chia- 
pas and Oaxaca, which caught the edge of 
Hurricane Mitch last year, also suffered. 

As usual, hardest hit were the poor. 
Some lived in illegal settlements and did not 
want to leave when warnings came, believ- 
ing these a tactic to evict them, Others just 
did not want to lose all they possessed, and 
were engulfed by mud. Some lived on unsafe 
hillsides and riverbanks, because the space 
was cheap or available. In such places, local 
officials frequently ignore building regula- 
tions in return for bribes or votes. 

President Emesto Zedillo cancelled a 
planned trip to Europe, and toured the dev- 


astated areas. But the government's response 
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came too late for some places, cut off by the 
time the scale of the disaster had become 
clear. Now that help is getting through, there 
has been a string of accusations that some lo- 
cal officials of the ruling Institutional Revo- 
lutionary Party (pri) have favoured their 
own supporters. They have, it is said, tried to 
make aid packages conditional on votes for 
the pri or for Francisco Labastida, the candi- 
date favoured by Mr Zedillo in the party's 
presidential primary. Or they have even 
charged money for them. 

At first, officials said they did not need 
help from abroad. That caused an outcry: it 
evoked the 1985 Mexico city earthquake, in 
which the government proudly rejected aid 
while thousands died in the rubble. On Oc- 
tober 12th, the government backtracked 
slightly, saying it would welcome donations 
for the Mexican Red Cross. 

But for Dr Alejandro Gonzalez at the Red 
Cross centre in Puebla, overseeing the pack- 
aging of supplies donated from across the 
country, lack of aid was not the problem. 
“We have food. We have clothes. We have 
water. We have trucks and helicopters. But 
some communities are still cut off by road, 
and we can't fly to them because of the bad 
weather.” And how can Mexico prevent 
such disasters in the future? “We just need to 
become a first-world country,” he shrugs. 


Canada 


The masks slip 


MONT TREMBLANT 





VER since 1995, when a referendum in 

Quebec narrowly rejected a call for the 
province to seek independence, the question 
of the future of Canada's federation has 
been in an uneasy limbo. The federal gov- 
ernment of Jean Chrétien has seemed con- 
tent to ignore it. Even Quebec’s separatist 
government accepts that the time is not right 
for another referendum. But this month, 
Canada’s trickiest political issue has stirred 
tentatively back into life. 

Over a year ago, Canada’s Supreme 
Court ruled that any future vote for inde- 
pendence would have to show a “clear ma- 
jority” to a “clear question” if it were to have 
legal validity. After much pondering, Mr 
Chrétien’s government has now indicated 
that it may be ready to act on the ruling. On 
October 12th, in the Speech from the Throne 
that formally opened the new session of Par- 
liament, the government set out its resolve in 
a single, vague sentence, saying that “the 
principle of clarity will be respected”. 

But how this principle will be defined is 
no clearer than before. Nor did the govern- 
ment say whether it planned to proceed by 
legislation, policy paper or other means. 
Even so, this will be too much for Quebec’s 
premier, Lucien Bouchard. His Parti Québé- 
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cois (PQ) had puta brave face on the Supreme 
Court judgment, welcoming the obligation it 
imposed on the rest of Canada to negotiate 
separation if Quebec voted to split. But last 
week this mask slipped. In an about-turn re- 
markable even for a provincial government 
expert at tacking with changing winds, Que- 
bec said that it would, in essence, ignore the 
court's ruling. The legitimacy and logistics of 
an independence vote were political, not le- 
gal questions, said Joseph Facal, Quebec's 
minister for inter-governmental affairs. 

Mr Facal said that this new stance was 
intended to discourage Mr Chrétien from 
pledging action in the Speech from the 
Throne. If so, he cannot have hoped for suc- 
cess, and did not achieve it. But he seemed to 
have another purpose: to direct attention 
from an international conference on federal- 
ism. Evidence for this is that he chose to an- 
nounce his plan on the eve of the gathering. 

The meeting brought together some 600 
politicians or other worthies from 25 coun- 
tries, including President Bill Clinton and his 
Mexican counterpart, Ernesto Zedillo. Its or- 
ganisers, who included Mr Facal’s federal 
counterpart (and former professor) Sté- 
phane Dion, promoted the Forum of Federa- 
tions as an arena in which to pass on tips 
about how to improve a type of goverment 
from which, of course, the ro wants to with- 
draw Quebec. 

Holding this meeting at a Quebec resort 
village was “ironic”, claimed Mr Bouchard. 
The pQ’s response was to try to hijack the 
event, to force the Quebec issue on to the 
conference’s discussions. But that seemed to 
rebound. Looking several times directly at 
Mr Bouchard, Mr Clinton delivered as force- 
ful and direct a speech in favour of Canadi- 
an unity as any United States president has 
ever given. Even George Reid, a Scottish Na- 
tional Party veteran and deputy speaker of 
Scotland’s new Parliament, could not be 
drawn into endorsing Quebec’s indepen- 
dence. “For the Scots, sovereignty is like vir- 
ginity. When lost it doesn’t belong to anyone 
else and, given the right circumstances, los- 
ing it can even be a pleasurable experience,” 
he argued. But not, it seems, for the PQ. 
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INTERNATIONAL 


Abdullah’s little revolution 


In Jordan 


AMMAN 


By cracking down on Hamas, King Abdullah has tamed Jordanian politics 


T pastsix months have witnessed a mi- 
nor political revolution in Jordan. Since 
coming to the throne in February, King Abd- 
ullah has engineered a system of party poli- 
tics that his father, King Hussein, strove for 
but never achieved. The more extreme Is- 
lamist and Palestinian politicians are in re- 
treat, the main opposition party has called 
an end to a damaging election boycott, and 
there isno major force left that rejects the sys- 
tem altogether. It all sounds won- 
derful. Is it also democratic? 

Democracy in Jordan has had 
its ups and downs since King Hus- 
sein lifted martial law in 1989. An 
initial free-for-all led to a strong 
showing for largely Palestinian Is- 
lamic parties that decried each step 
of the peace process with Israel. The 
king, apparently taken aback, 
spent the last few years of his life 
trying to tame the more unruly ex- 
tremes of Jordanian politics. A lu- 
dicrously severe press law muzzled 
radical journalists. A new election 
law, passed in 1997, skewed the dis- 
tribution of seats in favour of rural 
East Bank tribesmen, against Pales- 
tinians and Islamists living in the 
cities. The idea seemed to be to pre- 
serve a limited form of democracy 
while silencing those opposed to 
King Hussein’s broad strategy of 
peace with Israel. 

But many Jordanians refused 
to play along. Plenty of them, espe- 
cially among the Palestinian majority, con- 
tinued to denounce the peace process and to 
support hardline militant groups such as 
Hamas. The Islamic Action Front, the biggest 
party in Jordan and the political arm of the 
Muslim Brotherhood, called an election 
boycott, observed by many of its followers. 
In the absence of an opposition, parliament 
showed embarrassingly little initiative. By 
the time of his death, King Hussein's plans 
were foundering. 

In response, King Abdullah’s boldest 
step was to crack down on Hamas. In theory, 
Hamasis based in the occupied territories; its 
representatives in Amman were supposed 
to act as ambassadors and spokesmen, and 
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not to organise inside Jordan. But in practice, 
with such a large Palestinian population 
right at hand, and with Israeli and Palestin- 
ian security forces stifling the group in the 
territories, Hamas inevitably got involved in 
Jordanian politics. That horrified East Bank- 
ers, fearful of Palestinian political mobilisa- 
tion. So last month, on flimsy charges, the 
government closed down Hamas's Amman 
offices, arresting its top members. 





Let’s be reconciled, says the king to the refugees 


It was not just the government that was 
cracking down on Hamas. The Muslim 
Brotherhood’s recent internal election pitted 
moderates willing to co-operate with the 
government against hardliners aligned with 
Hamas. The moderates won (thanks to bal- 
lot-rigging, say some) and began to expel Ha- 
mas sympathisers. They also agreed to take 
part in elections once again. In a municipal 
vote in July, the Brotherhood swept the 
board in all Jordan’s bigger cities. 

When the government moved against 
Hamas, the new-look Brotherhood mum- 
bled a few formulaic phrases about Muslim 
solidarity and the Palestinian cause, but es- 
sentially abandoned its Islamic brethren to 


their fate. A few dissidents denounced the 
group for selling out. But with no party be- 
hind them, and the press law stifling their 
public complaints, such protest quickly fiz- 
zled out. The king’s delighted advisers made 
it clear that the reformed Brotherhood was a 
group they could do business with. 

Will humbler Jordanians prove as en- 
thusiastic? Many see the crackdown on Ha- 
mas as yet another concession to the Israelis. 
Meanwhile, the Brotherhood’s transforma- 
tion leaves Palestinians—and their more 
radical East-Bank sympathisers—without a 
strong advocate in national politics. Many 
Palestinians vote for the Islamists not out of 
religious sentiment, but because they pro- 
vided the fiercest defence of Palestinian 
rights and the most heated opposition to the 
peace process. Although the Brotherhood re- 
tains those policies in principle, its reaction 
to the Hamas affair shows how 
much it has toned down its criti- 


cism. 
When asked to whom his dis- 
gruntled Palestinian citizens 


should now turn, King Abdullah 
says breezily that they can express 
their grievances through parlia- 
ment. But Jordan’s parliamentari- 
ans are a timid lot—and further- 
more Palestinians have far fewer 
than their fair share of seats. There 
are few senior Palestinian officials 
and there has only ever been one 
Palestinian prime minister. 

From the moment of his acces- 
sion, King Abdullah has stressed 
national unity and equality: code- 
words for fairer treatment of Jor- 
dan’s Palestinian majority. Often 
accompanied by his Palestinian 
wife, Queen Rania, he has told Pal- 
estinians and East Bankers to put 
old divisions behind them. The 
government has promised to 
amend the electoral law, and the 
king recalled parliament to modify the press 
law. He seems genuinely committed to re- 
form. l 

In the long run, however, that will entail 
allowing Islamists and Palestinians to organ- 
ise freely, no matter how distasteful their 
opinions. On that score, the government's at- 
titude seems ambivalent. Two weeks ago, 
King Abdullah went to one of Jordan’s poor- 
est Palestinian refugee camps to repeat his 
message of reconciliation. But even as the 
king declared a new era, Palestinian speakers 
were complaining that the police had cen- 
sored their speeches for fear that they would 
say something controversial. 
= 
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Egypt 
Blinking sphinx 


AST month, when President Hosni Muba- 
rak promised to clean house, he was tak- 
en seriously. Expectations soared, unusually 
high. Now that the changes have happened, 
the pyramids have not budged, though the 
sphinx may have blinked, just. It was, after 
all, the most wide-ranging shuffle in Mr 
Mubarak’s 18 years of rule. 

By many standards, the power shift 
looks puny. Mr Mubarak simply appointed 
one of his longer-serving ministers, Atef 
Obeid, as prime minister. Mr Obeid in tum 
named a 33-member cabinet, only a third of 
whose members are new to the govern- 
ment—and the fresh faces do not include the 
ministers of defence, the interior, informa- 
tion or foreign affairs. A number of presiden- 
tially appointed posts, from provincial gov- 
emorships to chairmanships of state 
agencies, are also changing hands. 

By the slow pace of Egyptian politics, 
these are fairly radical steps. Some outgoing 
ministers had been fixtures for longer than 
Mr Mubarak himself. And in accepting his 
new job, Mr Obeid declared some significant 
shifts. His lacklustre predecessor, Kamal 
Ganzouri, had tried to subdue a divided cab- 
inet by concentrating ever more power in his 
own hands. Mr Obeid says he will free min- 
istries to pursue their own goals, and will 
move oversight of 16 state agencies from the 
prime minister's office, where Mr Ganzouri 
had lodged it. He has also spoken of cultivat- 
ing second- and third-tier officials for future 
leadership, something Egypts hyper- 
hierarchical administrative structure has 
historically resisted. 

Mr Mubarak, for his part, has issued a se- 
ries of unusually stern policy directives to 
the new government, demanding stricter 
standards of honesty, greater openness and 
more concern for the poor. Whether or not 
the new government will live up to these de- 
mands, it is clear that Mr Obeid intends to 
accelerate the process of economic reform. 
As minister in charge of Egypt's privatisation 
programme, he was credited with sticking to 
liberal goals without alienating the en- 
trenched interests inherited from the coun- 
try’s failed experiment with socialism. His 
task will now be eased by the departure of 
ministers who balked at privatising indus- 
tries such as telecoms and banking. Mr 
Obeid also has a powerful ally in the pro- 
business economy minister, Yousef Boutros- 
Ghali, who is being given wider scope. 

Not surprisingly, Cairo’s long-sluggish 
stockmarket leapt by 10% on news of the 
shuffle. Investors will also have been 
cheered by the comment of one opposition 
editor from the Islamist left, who described 
the shake-up as nothing less than “an 1MF- 
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sponsored coup d’état”. But 
few Egyptians shared this 
view. The public mood was 
better caught by a cartoon 
in a liberal daily, Al Wafa, 
which showed Cairenes 
searching high and low, be- 
hind doors, under cars, 
down manholes. “They 
can't find where the change 
is,” ran the caption. 

For most Egyptians, the 
changes seem irrelevant. 
The cast of new ministers, 
mostly grey-suited techno- 
crats in their 60s, looks little 
different from previous teams. The 67-year- 
old Mr Obeid’s gruff, jowly and sunken- 
eyed persona projects an image of stolidity 
rather than dynamism. The survival of un- 
popular figures, such as an information min- 


Obeid’s familiar jowls 
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ister who has kept a clam- 
my grip on broadcasting for 
nearly two decades, adds to 
the picture of continuity. 
The mild but general 
disappointment with the 
scale of change also reflects 
impatience with the system 
itself. On the Cairo omni- 
bus, a high degree of politi- 
cal apathy sometimes ob- 
scures an even higher level 
of acuity. Having indulged 
in an orgy of speculation, 
Egyptians found them- 
selves waiting helplessly for 
the decision about who was to govern them 
to descend from above. However wise the 
choice may have been, the fact that the pub- 
lic at large has so little part in making it is be- 
ginning at last to grate. 
s 





South Africa 


Wrist-slapping the corrupt 


JOHANNESBURG 


African development has been ee gw by corruption, said Kofi Annan, the 


UN’s secretary-general, this wee 


in a speech delivered for him at an 


international anti-corruption conference in South Africa. We look at what is 
happening in the host country and then, in the next article, the bigger 
anti-corruption problems that Nigeria is now facing 


ELEGATES in Durban had looked for- 

ward to a strong speech from the host, 
South Africa’s President Thabo Mbeki. The 
conference, sponsored by Transparency In- 
ternational, a Berlin-based organisation, was 
the ninth of its kind but the first to be held in 
Africa.Given Mr Mbeki’s vigorous approach 
to corruption after his election earlier this 
year, the meeting had hoped he would take a 
lead in introducing specific new African ini- 
tiatives. But, as he took the stage, together 
with the World Bank’s president, James 
Wolfensohn, Mr Mbeki’s rather philosophi- 
cal thoughts, in a speech entitled “Integrity 
as an integral part of the New African Or- 
der”, amounted to little beyond a lament for 
the sad fact that material values have gained 
at the expense of spiritual ones. 

Back in June, Mr Mbeki had peppered 
his inaugural address to parliament with six 
references to corruption, plus 13 to invest- 
ment. He was the man, he seemed to suggest, 
who would smack the country into shape 
for foreign investors, sweeping away all ves- 
tiges of dodgy dealings. The new president 
then formed an rst-style special police force, 
called the Scorpions, to investigate corrup- 
tion in the police, and ordered a shake-up of 
the criminal justice system. It looked as if 
something might be done. 

But his government continues to be 
dogged by allegations of high-level corrup- 
tion. The latest, and perhaps most serious, 


came with the signing last month of a $5 bil- 
lion arms deal. Before the ink was dry, an op- 
position politician, Patricia de Lille, a mem- 
ber of the Pan Africanist Congress, was 
alleging in parliament that senior but un- 
identified officials were taking bribes from 
arms companies. She promised to name 
names, but has not done so yet. 

There are many other instances of the in- 
tegrity of South Africa’s public servants be- 
ing called into question. The authority that 
regulates telecoms is beset by accusations of 
bribery and nepotism in the issuing of a 
third mobile-phone licence. A provincial 
prime minister recently claimed that it was 
perfectly all right for a politician to lie. In all, 
more than 50,000 cases of fraud are waiting 
to be dealt with by a special investigating un- 
it, named after Judge Willem Heath who 
heads it, and dozens more allegations sur- 
face each week. 

The government is backing a whistle- 
blowing initiative that may help to track 
down officials who have made off with pub- 
lic money. But there are delays in bringing 
suspects to trial. For instance, a regional offi- 
cial accused last year of using the country’s 
wildlife parks as collateral for promissory 
notes worth $200m has been successful, so 
far, in stalling legal proceedings. 

South Africa does not rank too badly in 
Transparency International’s last published 
index on “corruption perceptions” (a new 
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index is due later this month). In 1998 it was 
number 32 out of 85 countries, with Den- 
mark, at number one, the least corrupt (and 
Nigeria one of the worst, at 81). But South Af- 
rica is higher in the corruption list of shame 
than it was in the first post-apartheid years. 
One consequence of this may be the net out- 
flow of 2.8 billion rand ($465m) of foreign di- 
rect investment from the country in the first 
half of this year. To get investment back, 
South Africa needs to be much more open. 





Probing the past 


LAGOS 


TA magistrate’s court in central Lagos on 
Thursday, Mohammed Abacha, the el- 
dest surviving son of a former military dicta- 
tor, the late Sani Abacha, and four others 
were charged with murder. Mr Abacha and 
Major Hamza al-Mustapha, General Aba- 
cha’s chief security officer, stand accused of 
killing in 1996 Kudirat Abiola, wife of Mos- 
hood Abiola, who won the 1993 election and 
died in 1998; Major al-Mustapha is also 
charged with murdering Shehu Musa Yar 
'Adua, a former vice-president in 1997. All 
pleaded not guilty. 


Major al-Mustapha’s lawyer had prot- 
ested against the choice of Lagos, a hotbed of 
opposition to army rule, fearing for the safe- 
ty of his client. The government spokesman 
dismissed this as nonsense. The trial, he add- 
ed, is “a question of the rule of law.” 

The rule of law and good government 
are at the heart of three big investigations 
currently going on in Nigeria, alongside Mr 
Abacha’s trial. Together they represent Nige- 
ria’s attempt to find out what happened in 
the country’s dismal past, and name those 
responsible. The scale of the task makes the 
Augean stables look like a litter tray. 

One inquiry is looking into the theft of 
public funds during General Abacha’s rule. 
President Olusegun Obasanjo has asked his 
security adviser, Aliyu Mohammed, to trace 
and recover hundreds of millions of dollars 
stolen from public coffers. Mohammed Aba- 
cha and his mother Maryam were made to 
hand over $750m last year. But this is said to 
be a mere fraction of the money that went 
missing. For instance, a court case in London 
is looking at the money paid out for a steel 
works at Ajaokuta. This was one of Africa’s 
more notorious white elephants, costing 
some $5 billion, of which $2 billion is alleged 
to have gone into the pockets of Abacha’s 
ministers. This week, Switzerland froze the 
accounts of members of the Abacha family. 

A second investigation, under the chair- 


manship of a former Supreme Court judge, 
Chukwudifu Oputa, is looking into murders 
and other atrocities under military rule. It 
was originally set up by Mr Obasanjo to ex- 
amine the record of military regimes since 
1994, but its remit has been extended twice 
and it has now been asked to investigate 
events as far back as the first military coupin 
1966. That means it will have to look at the 
1967-70 Biafran civil war and all the military 
regimes since. Admitting the hugeness of the 
task, Mr Oputa says, “If we know what hap- 
pened...there are things we cannot undo, 
but the knowledge itself will heal, and if 
someone says sorry that will heal too.” 
Another aspect of Nigeria’s messy past is 
being dealt with by a committee probing the 
financial actions of the military regime that 
took over on Abacha’s death in 1998 and was 
headed by the affable General Abdulsalami 
Abubakar. The seven-member group, 
chaired by a businessman, Christopher Ko- 
lade, has been beavering away since June ata 
mountain of contracts, licences and awards 
made by the Abubakar administration in a 
last-minute spending spree before handing 
over to civilian rule in May. Mr Kolade, no 
novice in the jungle of Nigeria’s public sec- 
tor, says that even he was surprised by the 
scale of corruption. So far, 16 oil licences 
awarded in March have been torn up. 
$ ái = = -x E = 








ROME 


LITTLE good news first: the number of 
people in the developing world who 
do not have enough to eat declined by 40m 
during the first half of the 1990s. This, how- 
ever, is eclipsed by the bad news: there are 
still 790m hungry people in poor countries, 
plus another 34m in richer ones. The first 
report on “The state of food insecurity in 
the world”, published this week by the 
un’s Food and Agriculture Organisation 
(FAO), shows how much isstill to be done to 
reach the goal set in 1996 of halving the 
number of hungry people by 2015. 

Unsurprisingly, India and China, with 
the most people, also have the most ill-fed 
people: India 204m and China 164m. But, 
between 1979 and 1997, both have slashed 
the proportion of their undernourished, 
India from 38% to 22% and China from 30% 
to 13%. Other Asian countries are doing less 
well. Almost half the people of North Ko- 
rea and Mongolia, and one third of those in 
Laos and Cambodia, go hungry. 

The most desolate results come from 
sub-Saharan Africa, where one-third of the 
population is still undernourished. It is a 
bleak picture, made worse by war, past and 
present. According to the FAo, over half the 
people in Congo, Mozambique, Eritrea 
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and Ethiopia go hungry, and 
almost three-quarters in Soma- 
lia. Still,even in sub-Saharan Af- 
rica there are a handful of suc- 
cesses, mainly in West Africa. | 
Ghana has made the most Af- 
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rican progress: 20 years ago, two-thirds of 
Ghanaians suffered hunger;now the figure 
is about one-tenth. 

The FAo’s research shows areas of Latin 
America and the Caribbean doing poorly. 
In Venezuela, its oil notwithstanding, hun- 
ger has increased four-fold over the past 20 
years, and the proportion of hungry Vene- 
zuelans is now higher than the proportion 
of hungry Chinese. North Africa is the one 
lucky region able to show general im- 

provement, with no country having 
more than 5% of its people under- 
nourished. 

Recording the numbers, and 
where they live, is a beginning only. 
The FAo’s report looks at the 
groups of people at risk, and 
what creates their predica- 
ment. Again, there are not 

many surprises: vulnerable 
groups range from the vic- 
tims of conflict to migrant 
workers to children ev- 
erywhere. Two out of five 
children in the develop- | 
ing world are stunted, one 
in three is underweight and 
one in ten is “wasted”. Stop 
fighting, and go all out for 
economic growth, is the 
FAO's predictable but diffi- 
cult-to-execute advice. 
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Our expertise 
across sectors is 
unequalled. 





Throughout the years, we’ve made it our business to know 
work. ABN AMRO 

Bank is therefore a recognized expert in ar ; rse as 

shipping, telecom, aerospace and energy. That’s experience 

you can use, to turn complex business challenges into 

a powerful advantage 
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PROTECT ENDANGERED SPECIES 





























In the attempt to satisfy the world’s 
ever-increasing demand for energy, 
it's easy for companies to overlook 
the importance of plants and animals. 
But ignoring endangered species 

can be very costly. Lasting 
environmental damage and public 
outrage are the real business 
consequences of forgetting the 

small and vulnerable. 


{Each Shell company is a separate and distinct entity. in this advertisement, the words “Shell”, “we”, “us” and “our” refer, in some places, to the Royal Dutch/Shell Group 
as a whole, and in others to an individual Shell company or companies. where no useful purpose is served by identifying the specific company or companis 














OR BECOME ONE? 

















































































































Shell works hard to discover new sources of energy. 
But, we also work hard to see the world doesn’t suffer in 
the process. If we're exploring for oil and gas reserves in 
environmentally sensitive regions, we consult widely with 
the different local and global interest groups to ensure that 
bio-diversity in each location is preserved. We're also 
trying to encourage these bodies to stay involved throughout 
the process and monitor our progress so that, together, 
we can review and improve the ways in which we work. 
It’s all part of our commitment to sustainable development, 
balancing economic progress with environmental 
care and social responsibility. Because we believe that, 
even when times are tough, supporting the best interests 
of the world is in our own best interest. 

WE WELCOME YOUR INPUT. CONTACT US ON THE INTERNET AT WWW.SHELL. COM/PROTECT 


OR EMAIL US AT ‘TELL-SHELL@SI. SHELL. COM’ OR WRITE TO US AT “THE PROFITS & PRINCIPLES 
DEBATE’ SHELL INTERNATIONAL LTD. SHELL CENTRE. LONDON SE} 7NA UK 

















Our CASINO 
COMES WITH ITS 


Own RESORT. 





Burswood International Resort Casino in Perth, Western Australia. A place of 
breathtaking beauty, excitement, blue skies and clean air. The resort features a magnificent 
hotel, nine restaurants and six bars, tennis courts and an 18 hole golf course next door. 
Burswood's chefs are renowned for their traditional European fare and authentic South 


East Asian delicacies. And if you're feeling lucky, you can enjoy high-stakes excitement in 


our stunning International Room, Australia's finest private gaming establishment. 


BUR Oi 


INTERNATIONAL RESORT CASINO 





Marbethors 


For details pleas contact your local office. Perth Tel: (4618) 9362 7070; Fax: (+618) 9362 7909. Bangkok Tel: (+662) 266 9974; Fax (+662) 266 9976. 
Dubai Tel: (+971 4) 283 828; Fax: (+971 4) 448 023. Hong Kong Tel: (+852) 2826 9116; Fax: (+852) 2869 1366. Jakarta Tol: (+6221) 350 1888; Fax: (+6221) 351 8565. 
Kuala Lumpur Tel: (+603) 262 7616; Fax: (+603) 262 7909. Singapore Tel: (+65) 738 6882; Fas; (+65) 734 1667. 


Searching for N 
There’s a 
Better Solution.. i 


To stay ahead today, you need to 

discover the next “hot” market first. 

Wouldn't it be great if you had access, right on 
your desktop, to the latest shipment activity across 
the globe? What if you could search a database to 
analyze trends for new opportunity development 


anywhere in the world? 


Welcome to the information age. 
With PIERS, you can. 
PIERS — Your Global Market Trade Solution. 


Be sure to visit our web site at www. piers.com 
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The euro’s in- -and-out club 


BRUSSELS 


After just ten months of life, the euro is gaining converts in three of the four 
non-member countries. No prizes for guessing the fourth 


N BRITAIN, the question of whether or not 

tojoin Europe’s monetary union promises 
along struggle leading toa fiercely fought ref- 
erendum (see page 63). The Labour govern- 
ment is for joining, provided that the econ- 
omic conditions are favourable. Though the 
prime minister, Tony Blair, is keen to go in for 
political reasons, the economics of the issue 
is still being fiercely contested. Across the 
rest of Europe, by contrast, arguments about 
the euro have largely subsided, at least for 
the time being. 

Itis there and it works—so far, at any rate. 
The single monetary policy now in force 
across n countries has stoked up booms in 
Ireland, Spain and Portugal, but cannot be 
blamed for sluggishness in the bigger coun- 
tries, nor their stubbornly high unemploy- 
ment. A longearly slide in the new currency’s 
exchange rate against the dollar did prove 
something of a political worry. But since 
August the euro has steadied against the dol- 
lar at what most countries seem to consider 
roughly the rightlevel in economic terms.On 
October 12th, it bought $1.075, well down 
from $1.18 in January but well up from near- 
parity with the dollar in June. 

Economic recovery is rolling reassuring- 
ly through France and—more tentatively— 
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Germany and Italy. In all three countries, ex- 
porters have profited from the currency’s 
weakness. Official statistics show inflation 
well under control, with producer prices 
across the monetary union rising at an annu- 
al rate of 0.5% in August. And European capi- 
tal markets have been booming, spurred on 
by low interest rates and by the elimination 
of exchange-rate risk within the monetary 
union: £u firms have been issuing debt this 
year at three times last year’s rate. The Euro- 
pean Central Bank still fumbles a bit in pub- 
lic, but by and large it has been doing a good 


job in difficult circumstances. 


If anything, the 11 governments already 
inside the monetary union wish they had 
pushed the whole thing through even more 
quickly than they did. The euro was intro- 


l | Edging towards the euro 


_ Should your country join the single currency? 
; Autumn 1999 aN eer : 








duced at the start.of this year for non-cash 
transactions only (such as electronic-funds 
transfers, and payments by cheque or credit 
card), Euro notes and coins are due to be is- 
sued in place of national notes and coins 
from the start of 2002. 

The European Commission, the Evu’s ex- 
ecutive body, reports a growing consensus 
among governments that this last phase 
(known in emu jargon as the “double circu- 
lation period”) should be cut froma planned 
six months to a mere six or eight weeks. To 
speed things along, banks and even shops 
will probably receive lots of euros in ad- 
vance, so that cash machines and tills can 
spout the new currency exclusively from 
January ist 2002. Last week France an- 
nounced that individuals would also be able 
to buy small quantities of euro coins.in the 
two weeks before the starting date. 

Faced with this dominant new currency 
that is no longer a wild-eyed idea but a big 
fact of European economic life, the eu coun- 
tries still outside the monetary union are 
edging towards it. The Greek government, 
which always wanted to be a founder mem- 
ber of the monetary union but could not 
meet the criteria, aims now to join in January 
2001. The centre-left government of Costas 
Simitis still needs to wrestle down Greece’s 
inflation rate a shade further, but has cut the 
budget deficit from 1.9% of cop last year toa 
projected 1.6% this year and is hacking away 
at the high level of outstanding public debt. It 
hopes to make a formal application in 
March 2000 and be cleared in June forentry. 

The two remaining outsiders, Sweden 
and Denmark, both stayed out of the mone- 
tary union by choice. Sweden invoked tech- 
nical grounds, Denmark secured an explicit 
opt-out from its eu partners (as did Britain) 
when the Maastricht treaty underpinning 
the project was negotiated in 1991. But the 
current Danish prime minister, Poul Nyrup 
Rasmussen, who took office in 1993, is a firm 
supporter of monetary union. He is backed 
by a respected central-bank governor, Bodil 
Nyboe Andersen, and by the Confederation 
of Danish Industry. 

Recent opinion polls have shown a clear 
margin of support for Danish entry (see 
chart). Even trade unions, traditionally a bas- 
tion of europhobia, have started speaking 
out in favour of the euro. Like Mr Blair in Brit- 
ain, Mr Nyrup Rasmussen plans a referen- 
dum to decide. Again like Mr Blair, he hesi- 
tates to name the day. But the guess is that it 
will happen early in 2001--well before the 
next Danish general election, which is due 
by March 2002. 

In Sweden, the government is shilly- 
shallying, with public opinion more finely 
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balanced. The ruling Social Democrats are 
due to debate monetary union at a special 
conference in March. This could yet clear the 
way fora referendum in the autumn of 2000, 
and a final decision before Sweden takes ov- 
er the rotating presidency of the eu at the 
start of 2001. The public seems to be leaning 
towards the euro again after a sharp fall-off 
in support last spring and summer, when the 
currency’s value was slumping. A couple of 
polls in October found a narrow balance of 
Swedish opinion in favour of joining—the 


first positive ratio since May. 

So when Britain does get round to mak- 
ing its own choice, late in 2001, perhaps, or in 
2002, it may well find itself contemplating a 
different map of the monetary union. The di- 
vide will not lie between 11 “ins” and four 
“outs”, but between 14 “ins” and one solitary 
outlier: Britain itself. Such a position would 
not be untenable: after all, Britain might well 
soon be joined by several of the applicant 
countries in the eu’s hoped-for enlargement. 
But it may well be uncomfortable. 

a 





Italy 
Thinking bigger 


ROME 


The Italians want to play a bigger part on the world stage. But such ambitions 


do not come cost-free 


AKE a second look at the twitchy NATO 

soldiers who stand guard over the an- 
cient monasteries and mine-infested vil- 
lages of western Kosovo, and you will proba- 
bly find that they are from Naples or Turin. 
For the first time in half a century, Italy has 
deployed in force in the southern Balkans— 
as one of five nations that have taken re- 
sponsibility for different bits of this Serbian 
province. 

Even more surprisingly, the government 
has sent 600 paratroopers to join the interna- 
tional force in East Timor. In contrast with 
Somalia, where Italians took part in an ill- 
fated UN mission in 1992-93, the Indonesian 
archipelago could hardly be described as a 
traditional zone of Italian influence. But a 
prominent role in global peacekeeping 
should, it is hoped, bolster Italy’s bid for 
greater influence in the UN Security Coun- 
cil—if not as a permanent member, then at 
least as one of a panel of “semi-permanent” 
members it would like to see created. 

On several fronts at once, the centre-left 
government of Massimo D’Alema is flexing 
its foreign-policy muscles. As well as sending 
5,500 soldiers to Kosovo, it has sent 2,200 
troops to keep the peace in Bosnia, and as 
many to Albania—a country whose virtual 
disintegration was stemmed, in part, by an 
Italian-led force in 1997. While maintaining 
Italy’s traditional interest in North Africa 
and the Middle East (and working to im- 
prove relations between Iran and the West), 
the government is also lobbying for a more 
important role within NATO, whose military 
committee is now headed by an Italian. 

It is all a far cry from cold-war days, 
when Italian diplomacy seemed mainly to 
be an exercise in damage avoidance: staying 
close to Uncle Sam, and playing host to his 
ships and missiles, while cosying up to as 
many energy-rich Middle Eastern regimes as 
the American connection would allow. 

If Mr D’Alema’s government seems 
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more confident now, that is partly because 
of its huge relief at having successfully 
walked a diplomatic tightrope during the 
bombing of Serbia. On the one hand, it had 
to assure its American and British allies that 


it remained loyal to NATO, and would con- 
tinue to offer its bases as a launching-pad, as 
well as contributing aircraft of its own; on 
the other, a fairly sceptical public, and leftist 
members of the ruling coalition, had to be re- 
assured that Italy was using its influence to 
moderate NATO's policy and bring about an 
early settlement of the war. In fact, Italian air- 
craft played a more assertive role in the 
bombing raids than the public were told at 
the time. Sending peacekeepers to South- 
East Asia, for a mission whose moral value 
and legitimacy is not in question (and is, 
moreover, warmly approved of by the Vati- 
can), seems fairly simple by comparison. 

But, paradoxically, Italy’s new-found as- 
sertiveness will cut little ice unless its forces 
become smaller—and more professional 
and better financed. Armies dominated by 
conscript soldiers, serving for only ten 
months, are not much use for delicate peace- 
keeping missions, as many other European 
countries are finding. 

Hence the recent decision to phase out 
the draft between now and 2005—a break 
with tradition that has been welcomed on 
the political right and grudgingly accepted 
on the left. The net result will be a reduction 





ROME 


OLITICIANS, diplomats, journalists, 

businessmen, scientists, clerks—and a 
priest. The Italians mentioned in the Mi- 
trokhin file—the record kept by a KGs ar- 
chivist, Vasily Mitrokhin, which fell into 
British hands—certainly cover a broad 
range of professions. And though nearly 
all those fingered are on the 
left, a few are not: one is a 
parliamentary ally of Silvio 
Berlusconi, the centre-right 
opposition leader, and a 
personal friend of the pope. 
Some of those listed were 
seen in Moscow as agents, 
either paid or unpaid. Oth- 
ers were just “contacts” or 
“being cultivated”. 

But since the file’s 645- 
page Italian section was 
made public by parliament 
on October uth, despite 
rearguard efforts by the government to 
keep it sealed, there has been a sense of 
anti-climax and disappointment. Instead 
of going for the jugular, the opposition 
seems to have toned down its language. 
Only a few weeks ago, it had feverishly ac- 
cused both Massimo D'Alema, the ex- 
communist prime minister, and his pre- 
decessor, Romano Prodi, of a cover-up. 

Perhaps, on reflection, some of the 








file’s proclaimed revelations are too obvi- 


Italians and the KGB—so what? 





Comrade Cossutta 


ous to yield much capital. Take Armando 
Cossutta, head of the unreformed bit of It- 
aly’s communist movement. To say he 
was candid in the old days about his love 
of Russia would be putting it mildly: his 
sentences were peppered with the word 
tovarishch—comrade. It is not exactly 
amazing that the Kremlin, 
as Mr Mitrokhin confirms, 
saw him as one of its own. 
The opposition on the right, 
however, accuses Messrs 
D'Alema and Prodi of keep- 
ing silent about Mr Cos- 
sutta—because his support 
was crucial in keeping their 
governments afloat. 

There may be another 
reason for the opposition’s 
hesitation. Not many Ital- 
ians want to see a repeat of 
the painful controversy 
which began in 1981 when another list was 
released: the names of 953 members of a 
secret masonic lodge, p2. Documents were 
found that linked the lodge to terrorism 
and corruption scandals, but it also be- 
came clear that some of its members had 
no idea what they were joining. The sub- 
sequent row brought down a government 
and poisoned Italy’s political life for many 
years. People this time may well decide to 
let sleeping dogs lie. 
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in the size of the armed forces from 280,000 
to 190,000. Conscripts come cheaper: each 
costs 15m lire ($8,300) a year to maintain, 
compared with at least 35m lire for a profes- 
sional soldier. Modernising the army will 
also require better weapons, better training 
and better housing (especially after women 
are recruited in 2002). Carlo Scognamiglio, 
the defence minister, reckons that defence 
spending will have to rise by half a percent- 
age point. The current level is decidedly on 
the low side, at 1.7 % of cnp, including the 
0.6 % which goes to the carabinieri or para- 
military police. 

Luigi Caligaris, a retired brigadier and a 
right-wing former member of the European 
Parliament, believes that Italy will soon be 
experiencing difficulties familiar to defence 
planners in other countries. “Our armed 
forces are over-stretched and soon, with the 
abolition of the draft, they will be experienc- 
ing problems of recruitment and retention,” 
he points out. Perhaps so. But things have 
improved since 1982, when Italy sent a mili- 
tary force to Lebanon—in the teeth of oppo- 
sition from many of its soldiers’ wives, who 
attempted to thwart the operation by refus- 
ing to provide the necessary signatures for 
their husbands’ passports. 


AANSEN ANEC PEEP OAEI E TEELE E 


lreland’s scandals 


Teflon taoiseach 


DUBLIN 


T HAS been a bad time for those who rode 
to power on the coat-tails of Charles 
Haughey, thrice prime minister between 
1979 and 1992 but since then disgraced by a 
string of scandals still unfolding. This week 
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there was yet more indignation—and 
amusement—in Dublin when it was re- 
vealed that in 1991 Mr Haughey had spent 
IR£16,000 ($21,800) of other people’s money 
on shirts hand-made in Paris. Since, in his ca- 
pacity as head of the conservative-national- 
ist Fianna Fail party, he was tapping into an 
official allowance that was in part publicly 
paid, he is being asked to account for his sar- 
torial extravagance. 

Such things also hurt the current prime 
minister, Bertie Ahern, an old protégé of Mr 
Haughey’s. Is Mr Ahern’s government liable 
to unravel, as his party's history of sleaze is 
brought relentlessly into the public gaze? Not 
at the moment. But it is in danger. 

At the least, Mr Ahern should be sorely 
embarrassed. After all, he appears to have 
been one of the signatories on a number of 
generous cheques on his mentor’s behalf, in- 
cluding one for those shirts. And he is soon to 
face another bout of questioning before one 
of four tribunals looking into the various 
scandals still dogging Irish politics and big 
business. Last summer, Mr Ahern explained 
before a tribunal, as a former minister for fi- 
nance, that he routinely signed books of 
blank cheques later filled out by Mr Haugh- 
ey, then his party leader. But Mr Ahern has 
not been accused of doing anything illegal, 
and has shrugged off the slurs against him. 
His nickname, after all, is “the Teflon taoi- 
seach” (pronounced, roughly, “tea-shuck”, 
meaning prime minister). 

The latest embarrassment follows hard 
upon a row over a list, so far unpublished, of 
120 prominent Irishmen, most of them in 
business, who are alleged to have had off- 
shore, presumably tax-avoiding, accounts 
worth about IR£100m with a bank called 
Ansbacher (Cayman), which was set up by 
Mr Haughey’s late accountant, Des Traynor. 
The list of depositors was passed, as a result 
of a running investigation into tax-evasion, 
to the government—which refuses to reveal 
the names on it. 

As Ireland’s trade unions, led by the nur- 
ses’s union, make demands for a bigger share 
of the national pay-cheque, tales of extrava- 
gance and dodgy dealings by well-connect- 
ed bigwigs are heating the political atmo- 
sphere. And Mr Ahern’s refusal, so far, to be 
generous to the nurses sits ill, too, with inves- 
tigations into a number of other Irish banks, 
which may have withheld taxes. 

Meanwhile it is Mr Haughey, now 74, 
who appears to be taking most of the flak for 
his party’s past shenanigans. A criminal case 
against him is due to start within weeks. His 
old mistress has blabbed about his extrava- 
gant tastes. The taxman is after him. Worst of 
all, perhaps, for Mr Haughey, is that he has 
become an object of ridicule more than an- 
ger. Meanwhile his old friend, Mr Ahern, 
hopes to ride on until the next general elec- 
tion, due in 2002. Durable as he is, this week 
he looked unlikely to survive that long. 
teat anther mi 








“EUROPE. 
France and world trade 


Except us 


PARIS 


66 E DO not trust you, Monsieur Brit- 

tan, and we will never trust you.” 
So declared a French foreign minister, Alain 
Juppé, to a British European Union commis- 
sioner, Sir Leon Brittan, the last time the Eu 
prepared for a round of world trade talks. Six 
years later, some things have changed. After 
a stint as prime minister, Mr Juppé is in polit- 
ical limbo as mayor of Bordeaux; the free- 
trading Sir Leon has retired from the com- 
mission for the less stressful pastures of the 
private sector; and at the meeting in Seattle 
next month with which the World Trade Or- 
ganisation will start its “millennium round” 
of negotiations, the Ev’s trade commissioner 
will be a Frenchman, Pascal Lamy. 

But some things do not change, notably 
France’s insistence on fiercely defending 
what it deems to be best for itself, and per- 
haps for others too. On October uth, a meet- 
ing of £u foreign and trade ministers broke 
up with no agreement on a strategy for the 
wTo meeting. The sticking-point? France’s 
view that each eu member should be free to 
subsidise its cultural policies and its audiovi- 
sual industries in the cause of “cultural div- 
ersity”. Once again, it seems, France will defy 
the cultural free-traders, led by Britain and 
the Netherlands. “Others”, explained Hub- 
ert Védrine, France’s foreign minister, “do 
not have this vision because they have noth- 
ing left todefend.” 

Mr Védrine is hardly speaking out of 
turn. French politicians have been queuing 
up tosupport the right tocultural protection- 
ism. On October uth, President Jacques 
Chirac told the American-dominated inter- 
national council of New York’s Museum of 
Television and Radio that France refused “to 
consider cultural products like ordinary 
goods, subject solely to the law of the mar- 
ket.” The following day, the French prime 
minister, Lionel Jospin, who will probably 
be Mr Chirac’s opponent in the next presi- 
dential election, made roughly the same 
point to the same people: “Nothing would 
be more dangerous than a world where glob- 
alism rhymed with uniformism.” 

Perhaps so, but in the language of French 
politics globalisation tends to rhyme with 
Americanisation (be it McDonald’s, hor- 
mone-injected beef, genetically modified 
food or the pervasive spread of the English 
language). This hardly augurs well for the 
forthcoming millennium round. A pre-Seat- 
tle report published last week by a French 
parliamentary committee roundly asserted 
that “international trade has worsened the 
gap between rich countries and poor coun- 
tries and thus condemns the world to the 
duel between the European Union and the 
United States, which prevents the constitu- 
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tion of a genuinely multipolar world.” 

The French remedy is not to dismantle 
the wro but to build into it rules to allow Eu- 
rope to refuse America’s hormone-injected 
beef and genetically modified food (wro 
rulings have so far been in America’s favour); 
to subsidise its farmers (a “peace clause” al- 
lowing for the Eu’s common agricultural pol- 
icy runs out in 2003, just when the millenni- 
um round is supposed to end); and to link 
poor countries’ exports to labour and envi- 


> ronmental standards. 


Doubtless the remedy will be modified 
before the Seattle meeting begins. Mr Lamy 
has reasonably liberal instincts and relative- 


Germany and its capital 


Fizz and flux 


BERLIN 


ly little of the intellectual preening 
that the French found so infuriating 
in his predecessor. Moreover, free 
trade—including unsubsidised agri- 
cultural exports—is surely in the in- 
terests of a country that is the 
world’s fourth-biggest’ economy 
and second-largest exporter of ser- 
vices. Some top French civil servants 
are predicting that the millennium 
round will, in fact, turn out to be far 
less fraught than the seven-year- 
long Uruguay round, which ended 
in 1994. 

They may be right. After all, 
France’s relationship with America 
is one of love as well as hate: Mc- 
Donald’s hamburgers are eaten by 
a the million in France; Hollywood 
films lead at France’s box-offices; and thou- 
sands of Frenchwomen—and rather fewer 
men—lined up to see Marilyn Monroe mem- 
orabilia last week at the Paris office of Chris- 
tie’s, the auctioneers selling them. 

Nonetheless, the new round will be tak- 
ing place against a political background that 
begins with America’s presidential cam- 
paigns and continues with France's. The risk 
is not just that nothing will be achieved 
quickly (a prospect cheerfully accepted in 
some quarters) but that politicians on both 
sides of the Atlantic will short-change their 
voters by preferring demagoguery to rea- 
soned argument. 








Berlin is reviving, but many of its inhabitants are still glum 


EN years after the Berlin Wall came 

down, Germany’s new-old capital re- 
mains a divided city. In elections to the city 
parliament on October 10th (Berlin, like Bre- 
men and Hamburg, has the status of a Land, 
or state), half the voters in west Berlin sup- 
ported the centre-right Christian Democrats, 
while in the east, where just over a third of 
Berlin’s 3.4m inhabitants live, a striking 40% 
opted for the Party of Democratic Socialism 
(pps), the successor to the communist party 
that once ruled them. So, despite getting only 
4% of the vote in the west, the pps managed 
to win nearly 18% of Berlin’s total vote—twice 
what it got right after Germany’s unification 
adecade ago. 

The Christian Democrats, who have 
governed the city in coalition with the Social 
Democrats since 1990, were the clear win- 
ners with 41% of the vote. Their junior part- 
ners came way behind, with a wretched 22%, 
their worst showing for over half a century 
ina city they once dominated. This is the So- 
cial Democrats’ sixth successive setback in 
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state or local elections in six weeks. Gerhard 
Schroder, the Social Democratic chancellor, 
now has a breathing-space before the next 
Land election in Schleswig-Holstein in Feb- 
ruary, which will be followed by another in 
North Rhine-Westphalia, Germany’s most 
populous state, in May. 

Berlin's Social Democrats blame their 
dismal showing on the government's auster- 
ity programme, opposition to the Kosovo 
war in this haven of old pacifists and draft- 
dodgers, and the disruptive resignation last 
March, as finance minister and party chair- 
man, of Oskar Lafontaine, the torch-bearer 
of the old left. His much-trailed book, “The 
Heart Beats on the Left”, which bitterly con- 
demns the government and its leaders, was 
launched with much razzmatazz at the 
Frankfurt book fair on October 13th. 

You might think that the Social Demo- 
crats, as the country’s ruling party, would 
have benefited from making Berlin, after its 
years of division and isolation in a sea of 
communism, Germany’s capital once more. 







As a symbol of the united country’s confi- 
dence and assertiveness, Berlin is again big, 
brash and bustling. It is now Germany's big- 
gest construction site. No less than DM30 bil- 
lion ($16.5 billion), has been spent on rebuild- 
ing since unification. A tenth of the city’s 
labour force of 1.1m people are involved. 

Yet Berlin is also a microcosm of the 
painful difficulties of grafting a western mar- 
ket democracy on to the debris. of a corrupt, 
centralised, socialist dictatorship: hence the 
size of the anti-government protest vote. Un- 
employment at 16%, though the lowest rate 
in the former east, is higher than anywhere 
in the west. Since the wall came down, the ex- 
ceptional subsidies that propped up the 
western sector in the cold war have gone; lo- 
cal industries have collapsed or fled to the 
surrounding state of Brandenburg in pursuit 
of lower taxes, wages and rents. Berlin has 
lost nearly 400,000 manufacturing jobs since 
1989. New high-tech and service industries 
are moving in, but they have yet to take up 
the slack. 

Federal subsidies and transfers from 
richer states now make upa mere fifth of Ber- 
lin’s budget, compared with more than half 
before unification. Despite austerity mea- 
sures brought in five years ago, a tenth of the 
city’s DM4z billion budget this year has to be 
financed through new loans, adding to an al- 
ready weighty debt burden, the highest per 
person of any of Germany’s 16 states. And, 
despite the building splurge, Berlin is the 
slowest-growing state in the country: its 
economy shrank by 0.3% last year and by a 
further 0.8% in the first half of this one. 

Newcomers to the city, particularly the 
civil servants, diplomats and elected repre- 
sentatives used to working in cosy little 
Bonn, complain of the ugly sprawl of the 
noisy new capital, unreliable taxis, constant 
road diversions and traffic jams, pot-holes, 
the sullenness of the Ossis (easterners), and a 
crime rate that is Germany’s highest, in big 
cities, after Frankfurts. Many newcomers 
also complain about the strong presence of 
foreigners, though they account for only 13% 
of the population, less than in many other 
German cities; but they are perhaps more 
readily noticed, since about half of them are 
Muslim, mostly Turks. 

Yet cosmopolitan, ever non-conformist 
Berlin is fizzing with life. New cafés, bou- 
tiques and night-clubs are opening upevery- 
where. Decaying buildings are being resusci- 
tated, museums renovated, parks restored, 
roads and tramways rebuilt. Artists, film 
makers and writers are moving back. 

This sense of flux, however, offers little 
comfort yet to those Berliners for whom 
change spells pain. Some nine decades ago, 
Karl Scheffler, an art historian, wrote that 
“Berlin is a city that never is, but is always 
condemned to the process of becoming.” For 
Social Democrats, those words may still ring 
sourly true. 
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PRESS STATEMENT ON ADVANCE FEE FRAUD/SC 


DON'T BE FOOLED! MANY HAVE LOST MONEY!! 
IF IT SOUNDS TOO GOOD TO BE TRUE THEN IT IS NOT TRUE!!! 


The publicity campaigns by the Central Bank of Nigeria (CBN) 

and the Government of the Federal Republic of Nigeria have proved 
successful in sensitising the public about the menace of advance fee 
fraud and the falsehood of claims that easy money could be made in 
Nigeria. Consequently, the reported incidence of advance fee fraud 
(A.K.A. °419°), has declined significantly. Nevertheless, there are still 
some people who have continued to fall victim to the solicitations of 
advance fee fraudsters. This warning is, therefore, specifically intended 
for the benefit of those misguided people who, in the quest to make 
easy money at the expense of Nigeria, are defrauded by international 
fraudsters. 


The advance fee fraud is perpetrated by enticing the victim with a 

bogus ‘business’ proposal which promises millions of US dollars 
as a reward. The scam letter usually promises to transfer huge amounts 
of money, usually in US dollars, purported to be part proceeds of certain 
contracts, to the addressee’s bank account, to be shared in some 
proportion between the parties. A favourable response to the letter is 
followed by excuses why the funds cannot be remitted readily and 
subsequently by demands for proportionate sharing of payments for 
various ‘taxes’ and ‘fees’ supposedly to facilitate the processing and 
remittance of the alleged funds. The use of ‘fake’ Government, Central 
Bank of Nigeria, Nigerian National Petroleum Corporation, etc. 
documents is a common practice. 


The fraudsters usually request that the transaction be done under 

the cover of confidentiality. Sometimes, the ‘victims’ are invited to 
Nigeria where they are given red-carpet reception and attended to by 
the fraudsters, posing as Nigerian Government officials. Quite often 
the fraudsters invent bogus Government committees purported to have 
cleared the payments, Also, it is not unusual for them to contrive fake 
publications in the newspapers evidencing: purported approvals to 
transfer non-existent funds. 


To consummate the transaction, the ‘victim’ would be required to 
pay ‘advance fees’ for various purposes: e.g. processing fees, 
unforeseen taxes, licence fees, registration fees, signing/legal fees, fees 
for National Economic Recovery Fund, VAT, audit fees, insurance 


coverage fees, etc. The collection of these ‘advance fees’ is actually 
the real objective of the scam! 


5 A recent variant of the scam directed primarily at charitable 
organisations and religious bodies overseas involves bogus 
inheritance under a will. Again the sole aim is to collect the ‘advance 
fees’ already described above. A new strategy that has also been used 
to defraud the ‘victims’ is an offer to use chemicals to transform 
ordinary paper into United States dollar bills, which would be 
subsequently shared by the parties. 


You are again warned in your own interest not to become yet another 

dupe to these fraudulent solicitations or schemes. Genuine and 
prospective investors in Nigeria are advised to consult their home 
Chambers’ of Commerce and Industry, or Nigeria’s Chambers’ of 
Commerce and Industry, Manufacturers” Associations of Nigeria, 
Federal Ministries of Commerce and Industry, Nigerian Missions in 
their countries of origin, their embassies or High Commissions in 
Nigeria for proper briefing and advice. 


The Central Bank and indeed, the Federal Government of Nigeria 

cannot and should not be held responsible for bogus and shady 
deals transacted with criminal intentions. As a responsible corporate 
body, the Central Bank of Nigeria is once again warning all recipients 
of fraudulent letters on bogus deals, that there are no contract payments 
trapped in the bank’s vaults. They are once again put on notice that-all 
documents appertaining to the payment, claims, or transfers 
purportedly issued by the bank, its senior executives or the Government 
of the Federal Republic of Nigeria for the various purposes described 
above are all forgeries, bogus and fraudulent. 


Please join the Central Bank and the Federal Government of Nigeria 

to fight the criminal syndicates who play on the gullibility and 
greed of their victims by reporting any solicitation to your local law 
enforcement agencies or the local International Police Organisation 
(Interpol), 


You have been warned several times before! You have been warned 
again!! 


CENTRAL BANK OF NIGERIA 
Samuel Ladoke Akintola Way, P.M.B. 0187, Garki, Abuja, NIGERIA 
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Antonio Guterres, a Portuguese on the move 


N A recent cartoon, an opposition leader points enviously to the 

halo shimmering above the beatifically smiling Antonio Gu- 
terres, Portugal’s Socialist prime minister, and hisses to an aide: 
“Get me one of those!” Alas for Mr Guterres’s opponents, he seems 
wellin possession of the only halo that currently seems to fita poli- 
tician in Lisbon. Having just crushed the centre-right by 12 percent- 
age points to win his second general election in a row, he looks set 
to run his country for another four years—provided that some big 
European job does not lure him away. 

For Mr Guterres is not just one of the most popular leaders in 
any £u country. He is also, in such places as Brussels and Berlin, 
one of the most admired of Europe’s now-dominant breed of cen- 
tre-left modernisers. Small and peripheral as Portugal may be, Mr 
Guterres is something of a pace-set- 
ter: Blairite before Tony Blair, he was 
ahead of that powerful batch of left- 
ists who moved to the right—Ger- 
hard Schroder in Germany, Massimo 
D'Alema in Italy, Lionel Jospin in 
France, Mr Blair himself in Britain— 
in actually winning power. 

In Portugal, those halo-envious 
opponents have accused Mr Gu- 
terres (a devout Catholic, as it hap- 
pens, in a party that is wary of the 
church) of piously seeking to manip- 
ulate voters with “the subliminal use 
of religious imagery”. More seriously, 
they are also trying to portray him as 
the real loser in this week’s election 
because he failed to win an outright 
majority of seats in parliament. 

Itis true that he was hoping to be- 
come the first ever Socialist leader in 
Portugal to win one. But he still man- 
aged to give his party its biggest tally 
of seats ever. And though an overall 
majority would certainly have 
helped, he now hasa good chance, all 
the same, of revamping health care, 
the law, taxes and welfare. 

Things have not always run Mr 
Guterres’s way. Now 50, he was a 
small-town electrical engineer who 
signed up to the Socialist Party in 1974, just when Portugal’s long- 
lasting dictatorship was being overthrown. When he took over as 
the Socialists’ leader in 1992, many thought him too glib. His elo- 
quence—in English, French and Spanish as well as his own ton- 
gue—has not always gone down well in a country where people 
tend to prefer “upright men of few words” as leaders. 

But the beef behind the oratory began to be felt in 1995, soon 
after he became prime minister. Besides, his easy manner was wel- 
comed after the crisp, technocratic sternness of his conservative 
predecessor, Anibal Cavaco Silva. The reforms Mr Guterres has al- 
ready brought in have improved public services and transport 
and drawn plenty of investment. Portugal's economy, likely to 
grow by 3.5% this year, has been doing notably well, with unem- 
ployment below 5%, interest rates low, and inflation—though a 
slight worry—running at just over 2% a year. The domestic mood, 
as the voters showed, is pretty good. 

But Mr Guterres increasingly looks abroad for his laurels. He 
has sought to get on better with his Spanish neighbours: too often, 











the Iberian pair have seemed tosit “back to back”. Hecherishes his 
country’slinks across the North Atlantic and with Britain, particu- 
larly through membership of naro. He has made bigefforts, too, to 
keep Portugal’s place at the hub of some 200m-odd Portuguese- | 
speakers, including Brazilians, around the world. Portugal has 
troops in Kosovo and Bosnia, and is to send 1,000 to its old colony 
of East Timor, for which it feels deep responsibility (and some 
guilt), In all these aims, he has met with fair success. 

But, above all, Mr Guterres has tried ceaselessly to be a “good 
European”. Expo 98, the fair held in Lisbon last year to mark the 
sooth anniversary of Vasco da Gama’s voyage to India, offered a 
splendid opportunity for the Portuguese to display a new sense of 
confidence as worldly Europeans. This week, the football-loving 
Portuguese were granted their wish 
to hold the European champion- 
ships in 2004. 

But Mr Guterres’s crowning 
achievement, as he sees it, has been to 
take Portugal into Europe’s single cur- 
rency. This required unprecedented 
discipline in public finance—for 
which credit should also go to Mr Ca- 
vaco Silva, his conservative predeces- 
sor. Mr Guterres plainly sees the euro 
as the foundation for an ever-closer 
political union, which he deems de- 
sirable. At his first EU summit meet- 
ing, in 1996, he couched his enthusi- | 
asm in biblical terms. “Thou art the 
euro, and upon this euro we will | 
build Europe’s future,” he intoned. | 
Few, especially in northern Europe, 
thought that Portugal would clamber 
on to the foundation-stone. 

Mr Guterres’s enthusiasm for 
both Europe and the euro is by no | 
means disinterested. But his country 
now faces strong competition for ru 
cash from Central Europeans strain- 
ing to join the club. Mr Guterres says 
he wants such countries to benefit 
from the same advantages that Portu- 
gal enjoyed as a fragile market econ- 
omy emerging from dictatorship. 
Such generous views have reaped rewards: the eu aid deal he has 
negotiated for 2000-06 is still remarkably cushy. | 

Not surprisingly, Mr Guterres’s name has begun to be floated 
for big jobs on the European stage. Mr Blair, among others, viewed 
him as a suitable person to run the European Commission, ahead 
of the successful candidate, Italy’s Romano Prodi. Would he con- 
sider competing for the post next time? The halo-wearer is piously 
cryptic. “Some trains don’t stop at the same station twice,” he says. 

His next big job, outside Portugal, is holding the Ev’s six-month | 
presidency in the new year, once Finland has done with it. After | 
the “northern dimension”, which the Finns have been promoting, | 
the Portuguese may try selling the idea of a “southern dimension”, | 
in the hope that the Union will be persuaded to pep up co-opera- 
tion with North Africa—to encourage more of its inhabitants, 
among other things, to stay at home. Mr Guterres may also seek to 
show off Iberia as the latest prototype of regional co-operation. In 
any event, he will certainly parade himself, next year, as Portugal's 
man of the moment—and man of the world. 
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THE ECONOMIST REVIEW 


The complex lives of 


legal persons 


In the first of nine articles on the theme of biography, we compare different 


ways of telling a company’s life story 


AS BIOGRAPHIES go, the cor- 
porate kind are among the hardest 
to get right. Writing them may 
look easy. Firms that have 
wrought technological miracles 
and left their commercial mark on 
the world usually have cellar- 
loads of reports, memos, e-mails, financial 
statements and other unpublished materi- 
als. Indiscreet old partners will be eager to tell 
the writer how it really was in the early days. 
Then there are countless business-school 
case studies, management theories and mag- 
azine cover-stories making company bosses 
into popular icons. 

Invariably, too, firms that catch the biog- 
rapher’s eye have an eager pr staff to help 
writers through the information maze, fix in- 
house interviews or smooth their way with 
financial help—in the form of an advance 
from the corporation or of guaranteed “van- 
ity” orders when the book comes out. 

And theres the “but”. Simple as it 
sounds, how is a writer to get the access that 
he or she needs for an illuminating corporate 
biography without making a devil’s bargain 
with the company’s publicity machine? 

The problem to some extent mirrors the 
familiar difficulties facing any biographer of 
a living or recently living person: they may 
have to deal with their subject in person, 
with relatives, with estates and with other 
would-be defenders of the great and the 
good. After authorising a biography, the 
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INSISTING ON THE IMPOSSIBLE. By Vic- 

tor K. McElheny. Perseus; 510 pages; $30. 

Plymbridge; £20.95. 

Sony: THE PRIVATE Lire. By John Na- 
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most charming of subjects can turn cold at 
the last moment and withdraw co-opera- 
tion; stubborn families can sit on archives; 
survivors who have granted interviews or 
lent letters can claim that that is not what 
they meant when they see their own words 
in cold type, and refuse to be quoted. There 
are few good biographers who have not at 
some point had an unwelcome telephone 
call from the lawyers. 

Faced with all that, it is difficult enough 
for an ordinary biographer to keep a reputa- 
tion for independence. But it is probably 
even harder for writers of the corporate kind, 
since the slope of distrust they face from 
readers is, if anything, higher. Publicity de- 
partments of big firms tend to be more or- 
ganised, more single-minded and better able 
to dangle financial inducements in front of 
business writers than loose groupings of 
families and friends can be in dealing with 
literary biographers. 

Though there is no single way through 
these shoals, one of the best approaches is 
that adopted by Victor McElheny in his de- 
finitive account of Polaroid, included here, 
though published in 1998, because it is a 
model of the genre. For 30 years, first as a sci- 
ence correspondent in Washington and New 
York, and later as the director of a fellowship 
programme at Massachusetts Institute of 
Technology (mit)in Cambridge, Mr McElhe- 
ny pursued the company’s founding genius, 
Edwin Land, getting ever closer until finally 
he sat for over adecade across the street from 
his elusive quarry. Land was a private man, 
who kept his family in the background and 
left few records. And although he and his 
family were always friendly and courteous 
to their inquiring neighbour, they steadfast- 
ly withheld all co-operation. 

Apart from inventing the sheet polariser 
and instant photography, Land was indeed 
“the Magellan of modern technology”, as the 
author calls him, exploring several fields and 
acquiring on the way more patents than any 
other American since Edison. Polaroid, the 
“invention factory” he founded in 1937 
across the street from mit, was the archetype 
of the modern innovation-driven company. 

Mr McElheny shows you the corporate 
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by piecing together the many bits of a re- 
markable jigsaw he accumulated over the 
decades, getting, in the process, inside the 
founder’s incessantly creative brain. The 
craft of corporate biography gets no better. 
Nobody would say this was Polaroid’s ver- 
sion. But it is not an outsider’s, either. Mr 
McElheny made himself an insider, not by 
being invited in, but by patiently thinking 
his way into a detailed understanding of 
how Land and his company worked. 

A different question facing writers of 
corporate lives is whether to focus on the 
firm or the boss. Both have advantages and 
disadvantages, much as the broad, imper- 
sonal-forces approach to the past and the he- 
roic, great-man theory of history each have 
theirs. Readers who tend to think of success- 
ful entrepreneurs as merely lucky and cor- 
porate chieftains as interchangeable will 
probably favour the first approach; those 
who believe that leadership and individual 
decision-taking are often decisive usually 
prefer the second—though both are likely to 
agree that the personalising kind of cor- 
porate life makes for a more colourful read. 

It is useful, in this connection, to contrast 
two books on big Japanese firms: John Na- 
than’s new portrait of Sony and John Kotter’s 
1997 account of Matsushita—the plodding 
Osaka giant that has always loomed larger in 
Japan than Sony, much as Toyota has over- 
shadowed Nissan. Mr Kotter, an expert on 
leadership at Harvard Business School, 
based his book almost exclusively on the late 
Konosuke Matsushita, a self-effacing entre- 
preneur who, with no education, no money 
and no apparent connections, somehow 
managed to build the world’s biggest elec- 
tronics firm from nothing, beginning in the 
19208. Mr Nathan, who teaches Japanese 
studies at the University of California at San- 
ta Barbara, has taken the other route, focus- 
ing more on the firm than the founders in his 
journey to the centre of Sony. 

As a leadership guru, Mr Kotter is at 
pains to show that Konosuke Matsushita’s 
personal hardships and misfortunes—a 
poverty-stricken childhood, the early loss of 
both parents, the death of a son—left life- 
long scars of pain, anger, shame and humili- 
‘ation. It was common for the Japanese of his 
generation to want to put the collective fail- 
ures of economic depression and war be- 
hind them as fast as they could. But Matsush- 
ita, in Mr Kotter’s view, was driven also by a 
much more personal rage to survive-—and so 
to take the kinds of risks that are needed 
when building an industrial empire. 

In looking at Sony, Mr Nathan by con- 
trast takes his subject to be a company anda 
brand. Like a broad-forces historian, he sets 
out to explain how a relative latecomer, 
starting out after Matsushita in the rubble of 
post-war Tokyo, should become a zoth-cen- 
tury icon with a brand name as well known 
around the world as Coca-Cola. From his 
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entity, its culture, its joys and its frustrations, 





talks with many different Sony people he 
concludes that what propels the company 
forward-—jerkily, moodily, creatively—is a 
continual struggle at its heart over the right 
balance to strike between deeply rooted na- 
tional traditions and the intractable foreign- 
ness of its global presence. 

Like Mr Kotter before him with Matsush- 
ita, the author thought he had made it clear 
to Sony that, on no account, would it have 
any editorial say over the text. Sony, being 
the quixotic, open-minded and self-confi- 
dent company it is, claimed to have no trou- 
ble with that, and even gave Mr Nathan carte 
blanche to probe where he pleased. 

Despite the most scrupulous efforts to 
ensure that the biography was his own, Mr 
Nathan admits to feeling at times as if Sony's 
pr department had indeed hijacked his 
book. Readers will be bound to ask them- 
selves the same question: apart from a frank 
and entertaining account of the company’s 
Hollywood fiasco, the picture of the compa- 
ny that emerges from his researches is relent- 
lessly positive. 

Being relentlessly positive, like being tire- 
lessly cheerful, can be very hard to take. But 
this doesn’t make the optimist wrong. A 
third problem facing the writers of corporate 
biography is how to avoid sounding booster- 
ish when a company turns out tobe every bit 
as good as—sometimes even better than— 
the image it likes to project. One way to do 
this is to make the life of the company sound 
believable—by not picturing it, for example, 
as more cohesive and blunder-free than any 
real firm could be. Mr Nathan brings this off 
to fine effect by letting his Sony subjects ar- 
gue and contradict each other, producing, as 
in the classic Japanese film “Rashomon”, 
many angles on one story. 

A final question about company biogra- 
phies is whether they should be content 
with good reporting or should aim for a 
more historical and explanatory approach. 
Edwin Reingold’s foot-in-door account of 
the rise of Toyota, Japan’s most successful 
company bar none, represents hard-scrab- 
ble reporting at its factual best. Never for a 
moment do you doubt the accuracy or the 
relevance and context of the material the au- 
thor brings to his tale. Having spent many 
years as Time magazine's bureau chief in To- 
kyo and having done a stint in Detroit, Mr 
Reingold knows cars and Japan with an inti- 
macy and insight few academic biographers 
and historians can match. But there lies a 
weakness of the journalistic approach tocor- 
porate biography. The insistence on report- 
age, at the expense of interpretation or even 
opinion, leaves the reader knowing almost 
too much of the how and where and when, 
but not quite enough of the why. 

Bob Johnstone solves the problem by 
slicing his topic in a wholly different way. In- 
stead of peering down from above (or up 
from the bottom) at one intriguing example 
of an entrepreneurial company or its charis- 











matic founder, he probes sideways through 
a stack of enterprises tofind the corporate 
renegades who single-handedly—and often 
against the will of top management—turned 
their companies on their heads. That Mr 
Johnstone looks in detail at the “nails that 
stand up” inside a dozen or so Japanese firms 
(and not the familiar companies that have 
been written about often) makes his account 
a dozen times more interesting. Mr John- 
stone’s sideways approach to company bio- 
graphy may well be the shape of the better 
business books to come. That he was one of 
Mr McElheny’s prize fellows at mir is clearly 
no accident. 











Lives (2): American press tycoons 


Family values 


THE Trust: THE PRIVATE AND POWERFUL 
Family BEHIND THE New YORK Times. By 
Susan Tifft and Alex Jones. Little, Brown; 896 
pages; $29.95 


IF PROFESSIONAL managers 
were ever to win control of the 
New York Times, something 
priceless would be lost: the ability 
of America’s, and perhaps the 
world’s, greatest newspaper to 
make news decisions that run 
counter to the financial pressures of the mar- 
ket place. 

These fighting thoughts provide the bed- 
rock for this history of the Sulzberger family, 
the owners of the controlling B shares in the 
daily paper that boasts of publishing “all the 
news that’s fit to print”. But do not look to 
this book to consider the alternative case for 
professional managers. The authors of “The 
Trust” have enjoyed unconditional access to 
the Times's archives as well as the full co-op- 
eration of the Sulzbergers, and the family has 
chosen its business biographers shrewdly. 
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They are allied, not neutral, observers. 

Susan Tifft and Alex Jones are as affront- 
ed by the idea that maximising shareholder 
wealth should be the aim of a well-managed 
business, as is Arthur Sulzberger Jr, who two 
years ago succeeded his father, Arthur 
(“Punch”) Sulzberger, as the family’s grand 
panjandrum. They applaud the younger Ar- 
thur’s verdict on the Harvard Business 
School, where he was enrolled in a “predom- 
inantly white and male” class on manage- 
ment development. “I wouldn't”, he said, 
“want to work for the company they wanted 
me to run. They were interested in building 
wealth. I was interested in building value.” 

As Ms Tifftand Mr Jones see it, he, like his 
predecessors, stretching back to his great- 
grandfather, Adolph Ochs, who bought the 
then-failing newspaper in 1896, keeps fight- 
ing the good fight to ensure that “the tradi- 
tional wall separating the ‘church’ of the 
newsroom from the ‘state’ of the advertising, 
circulation and promotion departments re- 
mains at its traditional height.” 

By their account, during economic re- 
cessions the Sulzbergers resist demands 
from the bean-counters that they slash edi- 
torial costs to prevent earnings-per-share 
from collapsing; they insist instead that the 
paper “put more tomatoes in the soup” by 
hiring more reporters in the downturn. They 
stand up, too, against commercial pressures 
for more pages devoted to travel, fashion 
and other soft subjects that attract advertis- 
ing and fewer devoted to books and to sci- 
ence— a subject that was virtually an adver- 
tising-free zone until it was artfully linked, 
via technology, to computers. 

These, though, are mere skirmishes be- 
side “Punch” Sulzberger’s truly heroic de- 
fiance of the “Top Secret” stamp the Nixon 
administration placed on the Pentagon Pa- 
pers, a harsh 47-volume analysis of Ameri- 
ca’s disastrous involvement in Vietnam 
commissioned in 1967 by Robert McNa- 
mara, then the American secretary of de- 
fence. Despite being advised by his lawyers 
that the paper might be sued and driven into 
financial ruin, and that he himself might go 
to jail, he decided to publish extensive sum- 
maries of the leaked documents. 

In these and other case studies illustrat- 
ing the virtues of family ownership, Ms Tifft 
and Mr Jones focus on the Times. Max Fran- 
kel, a former editor, broadened the perspec- 
tive in his recent memoirs, “The Times of My 
Life and My Life with the Times”, when he 
claimed that it was no accident that the best 
newspapers in the United States—the New 
York Times, the Washington Post and the 
Wall Street Journal—were still substantially 
owned by wise, lucky and public-spirited 
families. “The families are not absolute rul- 
ers,” he wrote. “They, too, must deliver divi- 
dends and ascending profit margins. But 
they can pursue a more distant and respon- 
sible vision of success than next month’s 
bottom line. Long live the monarchy?” 
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It is a beguiling, but not wholly persua- 
sive, theory. And Ms Tifft and Mr Jones, a 
married couple attached to Duke University, 
make the same mistake as Mr Frankel when 
they argue from the particular to the general, 
and present the virtuous few as the norm. 
There is no guarantee that future generations 
of Sulzbergers will be more public-spirited 
than professional managers and a high risk 
that they will be less competent. Many fam- 
ily-owned newspapers in America have 
failed. Most of the survivors are small-town 
boosters that prostitute themselves to local 
commercial interests. And it does not take a 
memory stretching back to the Hearsts and 
Pulitzers to find them engaging in yellow 
journalism. The Murdochs, after all, are a dy- 
nastic family too. 


Lives (3): American politicians 
In father’s steps 


First SON: GEORGE W. BUSH AND THE BUSH 
Family Dynasty. By Bill Minutaglio. Times 
Books; 353 pages; $25 


THE race is on, and Bill Minuta- 

glio of the Dallas Morning News 

is out ahead with the first biogra- 

phy of the man who looks likely 

to win the Republican nomina- 

tion and, enthusiasts believe, the 

White House. Behind him comes 

the thunder of correspondents eager to 

prove that they know George W. better, and 

probably they do. Mr Bush gave Mr Minuta- 

glio no interviews, though he threw him the 

odd tit-bit from his car window. There are no 

revelations, beyond the fact that Mr Bush’s 

mother Barbara is more tyrannical than any- 

one might have guessed. His “irresponsible 
youth” remains largely unexamined. 

Instead, Mr Minutaglio reads his sub- 

ject’s body language. His prey bounces to the 

microphone, rocks on his heels, makes blow- 

fish faces from the wings, calls his staff “High 
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Prophet” and “Turd Blossom”. This George 
W. is shallow, playful, blunt, impulsive, 
chronically untidy and a man who is wildly 
excited by his job as governor of Texas. 

In sentences that buck like a bronco, the 
book itself opens with a paean to “that state 
of mind called Texas”. But Mr Minutaglio set- 
tles down as a masterly describer of the oil 
country where Mr Bush grew up. He knows 
every iota of it—-the empty brown desert, the 
bars of Odessa, the tacky houses of Midland, 
the dust that settles on bed-sheets and the 
slick of oil that floats on the swimming pools. 
There is probably no one better to describe 
George Bush Sr's job as a travelling prospec- 
tor, or the sight of his son visiting the oilfields 
(when he entered the business later) in the 
flimsy black slippers that his father, as presi- 
dent, had brought back from China. 

Yet whenever the book leaves Texas, it 
wilts. Mr Minutaglio moves with George W., 
as he must, to Andover, Yale, Harvard Busi- 
ness School and Washington, pc. In each 
place, his subject seethes with claustro- 
phobia and homesickness for the Lone Star 
state. He is never atease, and Mr Minutaglio’s 
writing gets dry and dull in sympathy. 

It is ironic, then, that it was only in 1994 
that Mr Bush proved his Texas credentials by 
beating Ann Richards—with her real Texas 
accent and her spectacular bouffant hair— 
in the governor's race. Until then, like his fa- 
ther, he was seen as a preppy east-coast car- 
petbagger: George Sr’s own career in Texas 
was launched on the connections of Prescott 
Bush, a senator from Connecticut. Hadn't 
young George, too, done everything—going 
into oil, getting into Congress—with his fa- 
ther’s name and money behind him? 

There was plenty of his father in him: 
more, his brother Jeb thinks, than he may 
even realise himself. But foul-mouthed, im- 
petuous George W. was also his own man, 
and Texas was his place. Now, as he bounds 
around the tiny towns of the hill country 
and slaps shoulders in the stockyards of Fort 
Worth, it is hard not to feel that his sweetest 
victory is already behind him. 
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Lives (4): Czech politicians 


High drama 


VACLAV HaAvEL: A POLITICAL TRAGEDY IN 
Sıx Acts. By John Keane. Basic Books; $27.50. 
Bloomsbury; 540 pages; £25 


GARRULOUS, _ chain-smoking, 
free-loving and often drunk, Va- 
clav Havel has always seemed in 
character as a Bohemian play- 
wright and strangely out of type 
as a head of state. Yet the contrast 
rests largely on caricature, as any- 
one who recalls Czechoslovakia’s Velvet 
Revolution in November 1989 can attest. 

In ten heady days, the whole structure of 
communist power collapsed into the hands 
of Prague’s Café Society, a brave cabal of art- 
ists and intellectuals with Mr Havel as their 
acknowledged star. Most of them had never 
run anything more complicated than under- 
ground presses and espres- 
so machines. But they had 
gone to prison for their be- 
liefs and in the moral vacu- 
um of late communism 
they were their nation’s 
beacons. Who but Mr Ha- 
vel should have led this 
purest and happiest of 
democratic revolutions? 

When he moved into 
Prague Castle as president 
soon after, many who 
knew and liked him said 
that this was his high- 
point, that his moral au- 
thority would not last and 
that politics would quickly 
grind him down. 

Events since seem to 
have borne out this gloomy 
view. John Keane certainly 
shares it in this new biogra- 
phy. He has divided it into 
six “acts” and called the last one, covering 
1990-99, “Decline”. Whether this will be the 
last word on Mr Havel and whether the story 
merits the word “tragedy” is debatable. But 
the life is in every sense dramatic. 

Mr Havel was born in October 1936, the 
twilight of Czechoslovakia’s brief golden 
age. His father was a wealthy and cultivated 
businessman who shared the civic-minded 
nationalism of Thomas Masaryk, the young 
republic’s philosopher-president, and his 
followers. Their democratic hopes ended in 
1939, when a compromised Czech govern- 
ment, stripped naked by British and French 
appeasement, struck a devil’s pact with Hit- 
ler. The Czechs, as a result, had a good war— 
if you set aside Jews, gypsies and other “un- 
desirables”—but the scars of failing to resist 
were lasting. 

After boyhood in the war years on the 
family’s country estate, Vaclav was packed 
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off to a boarding school teasingly known as 
“the Czech Eton”. He did not shine: a poor 
student, heearned the nickname “Beetle” for 
his clumsiness and was dragged up before 
the headmaster for excessive masturbation. 
He wasexpelled soon after and spent the rest 
of his education in grimy Prague schools. 

The communists had come to power in 
1948, turning the world of the Havels upside 
down a second time. A privileged “young 
prince” suddenly had to make his way as an 
ill-prepared misfit. He was apprenticed to a 
carpenter and then to a chemist before join- 
ing up for national service, where he spent 
his time writing plays. His first work, a piss- 
take on military life in the spirit of “The 
Good Soldier Schweik”, won him demotion 
to private. Clearly, a pattern had been set. 

Back in civilian life, he threw himself 
into theatre, writing comically subversive 
plays for an experimental theatre (this was 
during the “thaw” of the early 1960s). In 1964 
he married Olga, a working-class girl from 
Prague who was to be a 
mainstay for him in his 
work as a writer and as an 
anti-communist dissident. 

When in 1968 Warsaw 
Pact troops ended the 
Prague Spring of “commu- 
nism with a human face”, 
Mr Havel stayed on the air 
for a week, appealing from 
a radio station for resis- 
tance. Once again, his 
country preferred a quiet 
life to political heroism. 

Many anti-Soviet 
Czechs left if they could. 
Mr Havel stayed. Instead of 
now unstageable plays, he 
wrote essays on human 
rights. These became the 
core of Charter 77, an ap- 
peal for political liberty 
with 243 original signato- 
ries that, two years later in 
1979, landed him in jail for four years. 

On release, he celebrated with a lot of 
partying and ever bolder political organis- 
ing. The Soviet empire was cracking. Encour- 
aged by Solidarity in Poland, Mr Havel and 
his friends formed the Civic Forum. Despite 
an easy manner and fetching smile, he was 
not particularly nice and, as Mr Keane makes 
clear, he was quite ready to step over his fel- 
lows in reaching for the top. 

The past decade has indeed been rough 
on Mr Havel. His social-democratic ideals 
lost out to the free marketry of Vaclav Klaus. 
Slovakia seceded in 1992. Though still presi- 
dent, he is an isolated figure. His wife Olga 
died in 1996, he quickly remarried an actress 
who is mocked in the Prague press and his 
own poor health has worsened. If this is de- 
cline, it is tempting to point out that decline 
comes tous all. Nothing, surely, that has hap- 
pened since 1989 can damage Mr Havel’s rep- 





utation as a shining example of the force that 
moral authority can exert in politics. 

It is an extraordinary drama and all the 
more gripping for having at its centre a hero 
with such obvious failings and such human 
appeal. It is an important political story as 
well, raising urgent questions about co-oper- 
ation and resistance, power and democracy. 
Yet Mr Keane, a professor of politics at West- 
minster University in London, has not really 
decided which interests him more. Too often 
he chases inconclusively after his own ideas 
and loses the thread of his subject's life. This 
biography is better than none, but not much. 
Let’s hope that Mr Havel has written it all up 
himself as a play. 

reins oe pe Da Seite ~ 





Lives (5): Communist thinkers 


Charm itself 


KARL Marx. By Francis Wheen. Fourth Es- 
tate; 440 pages; £20 


HE MELLOWED towards the end 
of his life, and first-time visitors to 
Karl Marx’s north London home, 
most of whom expected to find a 
misanthropic ogre, were charmed 
instead to encounter an amiable 
old gentleman who read the 
Times over breakfast, retired to his study for 
the rest of the day and on Sundays went for 
walks on Hampstead Heath with his adoring 
grandchildren. One German visitor con- 
veyed to Friedrich Engels his surprise and 
pleasure at the transformation. “Well,” Eng- 
els replied, “Marx can nevertheless get most 
awfully stormy.” 

Since his death in 1883, the father of mod- 
ern communism has attracted a legion of bi- 
ographers, and most have depicted him as 
not only extremely stormy—vicious towards 
his enemies, brusquely domineering even 
among friends—but as the worst kind of arid 
intellectual, a Teutonic pedant who inhabit- 
ed a world of theory and who never hesitat- 
ed to elevate his abstractions above the con- 
cerns of common humanity. The old man’s 
massive forehead, penetrating eyes and 
enormous beard lent verisimilitude to this 
unappealing portrait. 

Francis Wheen’s view is different. Mr 
Wheen—in the course of a charming, affec- 
tionate and even jolly new biography— 
makes no attempt to deny Marx’s vicious 
streak and his desire to dominate. On the 
contrary, he cites instance after instance. 
“Everyone who contradicted him,” wrote 
one of Marx’s contemporaries, “he treated 
with abject contempt; every argument that 
he did not like he answered either with bit- 
ing scom at the unfathomable ignorance 
that had prompted it, or with opprobrious 
aspersions upon the motives of him who 
had advanced it.” In the lexicon of Marxian 
insults, phrases like “impudent windbag” 
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and “rowdy, loudmouthed and extremely 
confused little mannikin” counted as mild. 

But Mr Wheen is bent on showing that 
the brutish and acerbic polemicist, while he 
undoubtedly existed, was not the only Karl 
Marx. The great man, it turnsout, was actual- 
ly something of atearaway. He was knownin 
his youth as “the little wild boar”. In middle 
age, he was good for late-night pubcrawis up 
Tottenham Court Road. While his wife was 
abroad trying to borrow money, he fathered 
a child by the family housemaid. He was 
nonetheless a mainly doting parent, who 
mourned terribly the death of his favourite 
son (“The death of my child has shattered me 
tothe core”). Not least, he had loyal friends to 
whom he was also loyal. 

Most of Mr Wheen’s case for the defence 
is thus made out. Whatever else he was, Marx 
was no cardboard monster. Previous biogra- 
phers have claimed, for example, that Marx 
despised, individually as well as collectively, 
the very working classes whose plight he 
drew attention to and whose cause he affect- 
ed to champion. Mr Wheen finds it easy to 
show that Marx had working-class friends 
and admirers and that many of them re- 
ceived his material and moral support. Marx 
was indeed capable of pulling rank; he had 
his wife’s visiting cards inscribed “Mme Jen- 
ny Marx, née Baroness de Westphalen”. But 
he never looked down on his social inferiors 
purely for that reason. 

Less plausible, however, is the author's 
claim—sometimes explicit, sometimes im- 
plicit—that Marx is really best understood as 
a sometimes infuriating but ultimately love- 
able curmudgeon whose violent and intem- 
perate outbursts can easily be explained in 
terms of his poverty, insomnia, overwork 
and constant ill-health. Up to a point, per- 
haps; but the brutal truth, revealed again 
and again in these pages, is that Marx was ir- 
retrievably arrogant and self-centred, that he 
lost far more friends than he could keep and 
that he was insufferably rude to everyone, of 
whatever social station, who had the temer- 
ity tocross him. Mr Wheen gives the impres- 
sion of thinking that, if he had ever met the 
old boy, he would really rather have liked 
him. Thatis almost certainly because he nev- 
er did meet him. Marx may not have been 
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quite the cardboard monster of legend: but, 
except in old age and among a few intimates, 
he was still pretty monstrous. 

Monster or not, does Karl Marx bear any 
responsibility for the atrocities subsequent- 
ly committed in his name? After all, Charles 
Darwin is hardly to blame for the gross dis- 
tortions of his ideas that were used to justify 
Nazi atrocities after his death. Mr Wheen is 
emphatic on the point. He acknowledges 
that several of the 20th century's genuine 
monsters presented themselves as Marx’s 
heirs but goes on to insist—without really ar- 
guing the point—that “only a fool could hold 
Marx responsible for the Gulag”. He is proba- 
bly right. 

Even so, this excellent book leaves the 
reader with the uneasy feeling that over the 
century more people might have died peace- 
fully in their beds if communism’s founding 
father had been just a little more tolerant, 
just a little more temperate in his use of lan- 
guage and just a little readier to accept that 
political opposition need not necessarily 
and always be equated with treason. 
ae | 





Lives (6): British literary gents 


A tale of two 
nations 


PRINCE CHARMING: A MEMOIR. By Christo- 
pher Logue. Faber; 352 pages; £20. 

Basi, STREET Bruers: A FAmity Story. By 
Michael Holroyd. Little, Brown; 320 pages; 
£17.50. Norton; $23.95 (February) 


THESE two memoirs by literary 
men, Michael Holroyd now in his 
60s, and Christopher Logue in his 
70s, have certain things in com- 
mon. Both men are only children 
and both have Irish ancestry on 
one side of their family; both had 
a spell in the army to which neither was suit- 
ed. Both are attempting, it seems, to make 
sense of their past. The results, of course, are 
very different but both are engaging. The two 
books sport winsome photographs of their 
subjects on the covers as small boys, Mr 
Logue dressed incongruously in wig and ruf- 
fles as Prince Charming and Mr Holroyd 
fetchingly with schoolboy cap, bat and pads 
at the wicket. 

Mr Logue, translator of “The Iliad”, poet, 
man about Bohemian London and long- 
time server on Private Eye (‘True Stories” 
and “Pseud’s Corner”) is the son of a Post Of- 
fice wages clerk who married late in life. His 
account of his modest childhood spent in 
the south coast towns of Southsea and 
Bournemouth is atmospheric. 

He was an awkward child, in trouble for 
theft and graceless to his long-suffering and 
proud parents. From an early age he was in- 
terested in books and as a young man made 
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friends in Bournemouth with others so 
minded. After the war he wished for the 
feather in his cap of going to Oxford—“it was 
what young literary men did”—but it was far 
beyond the experience of his family, and it 
has remained a regret. 

The army too had intervened. Towards 
the end of the war he had joined up, but he 
was tooconfrontational, too much the misfit 
to suit regimental life, and, following a puzz- 
ling incident in Egypt involving the handling 
of pass books, he was court-martialled and 
imprisoned. He was sent to jail again in 1961 
as a member of the anti-nuclear Committee 
of 100 for a breach of the peace. 

It was in Paris in the 1950s that he found- 
his feet, frequenting Left Bank bookshops 
and writing poetry. He befriended Alex- 
ander Trocchi, a poet, and Maurice Girodias, 
the renowned director of the Olympia Press, 
for whom he wrote a pornographic novel. 
He met, and indeed published, Samuel Beck- 
ett. His pen portrait of Beckett, like those of 
other friends such as Terence Conran, Rich- 
ard Ingrams, Lindsay Anderson, Kenneth Ty- 
nan, is well-drawn, accurate, amusing and 
affectionate. Most, though not quite all, of 
the friends he mentions are famous. 

A book composed of an amalgam of im- 
pressions, narrative, long swathes of dia- 
logue and casual stories may sound un- 
promising. But though the middle is rather 
blown out, it works well and gives a particu- 
lar view of that generation of angry young 
men. Mr Logue emerges as a discontented, 
contradictory, fastidious character, a con- 
ceited pontificator on the one hand, but sen- 
sitive, self-aware and observant on the other. 
He is honest to a fault about his sexual fail- 
ings; an admirer of beautiful women, he has 
a squeamish horror of physical intimacy, a 
problem which is only resolved at a late age. 
He is a rough diamond with a way with 
words and a huge respect for them. 

Michael Holroyd, acclaimed biographer 
of Lytton Strachey, Augustus John and 
George Bernard Shaw, inhabits, on the face 
of it, a more comfortably refined world, 
though he too did not go to university. After 
leaving school he began working in a solici- 
tor’s office, left to do National Service, and 
then inched his way towards the literary ca- 
reer to which he had always been drawn. Al- 
though he was born into considerable gentil- 
ity and educated in privileged fashion at a 
prep school and Eton, there wasno money in 
his family to speak of. His grandfather's La- 
lique glass business, which boasted a sump- 
tuous showroom in the West End of London, 
brilliantly described here, had collapsed and 
when his father died in 1988, the contents of 
his rented flat fetched less than £50. 

His mother, a glamorous Swede called 
Ulla, had met his father, Basil Holroyd, on a 
ship to England. Their marriage was brief. 
After it ended Basil moved around trying 
one doomed venture after another in a bid to 
make money and retain status. Ulla had lov- 
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ers and two more husbands, and occupied 
various flats in Knightsbridge. To her son, she 
seemed always to be resting, sunbathing or, 
at the other extreme, dancing exuberantly, 
none of them activities with much appeal 
for asmall boy. 

With no parental home as such, he was 
brought up by his maiden aunt and grand- 
parents in a house of some grandeur in Maid- 
enhead. It was an unhappy household with 
constant scrapping among the family mem- 
bers. At his prep school the young Holroyd 
was the only child with divorced parents. He 
tries to make himself as invisible as possible, 
to fade into the background. 

Towards the end of his parents’ lives, he 
determines to find out about his fractured 
past, about how he came to be a lone child 
tossed among a certain sort of upper-middle 


Lives (7): American poets 


Rings of tumult 


class family—one boasting st 





| its Rajmai 
Tea shares from its recent past in Imperial In- 
dia, but which, holding on toa few pieces of 
Lalique glass, is sliding slowly down the so- 
cial scale. He asks his parents: to write ac- 
counts of their lives and forebears. With 
these unfinished manuscripts, his profes- 
sional skill as a biographer, and his clarity of 
expression he painstakingly disentangles his 
background. It is a story peppered with hid- 
den episodes, coverings up and small lies on 
birth and marriage certificates, and reveals a 
sort of chaos behind the respectability. 

In the book, Mr Holroyd keeps a lowish 
profile and a maintains a matter-of-fact 
style, and yet a small child can be heard cry- 
ing somewhere. The picture of his family 
with its anachronistic assumptions and 
standards, its ill-judged marriages and its 
swagger is very clear; it is also poignant and 
funny. But at the same time he uses his fam- 
ily story as a sort of display for the art of bio- 
graphy; he consciously shows the workings, 
as it were: the checking of registries, the im- 
portance of smail financial details, the di- 
lemmas thrown up. “My purpose,” he 
writes, “is to pare back a little the cuticle of 
time and to apply the research methods 1 
have learnt asa biographer to my own life for 
a while, letting the detective work show 
through the narrative at some. places for 
those who havea similar curiosity.in human 
nature and its reworkings on a family chron- 
icle.” The result is beautifully crafted, mov- 
ing in places, a pleasure to read. 


THE BROKEN TOWER: THE Lire OF HART CRANE. By Paul Mariani. Norton; 492 pages; $35 


WHO is best qualified to write the 
life of a poet? Another poet? Not 
necessarily. But it can be very 
helpful if the subject of that bio- 
graphy is Hart Crane, the greatest 
Romantic among American poets 
of the past 100 years. To reach the 
heights and the depths of Crane you need to 
read the poems and the life side by side. The 
one often illuminates the other. Unfortu- 
nately, the poems are long and difficult to 
understand, requiring pages of detailed ex- 
position. What could be a trudge is much 
lightened when the guide is a scholar-poet 
like Paul Mariani. 

The life, unlike the work, was stupidly 
brief. Crane killed himself at the age of 32, 
jumping into the sea off the stern of a ship 
taking him back from Havana to New York. It 
was a willed act of self-destruction: the bur- 
den of his life and ways had become intoler- 
able to him and he saw no alternatives. 

A fine poet, Mr Mariani has already to 
his credit a trio of thorough, well-written po- 
etic lives—of Robert Lowell, John Berryman 
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and William Carlos Williams. Now, in “The 
Broken Tower” he has made more sense of 
Crane’s mess of a life than any previous biog- 
rapher. The last full one, by John Unterecker, 
was published 30 years ago. It was twice the 
length of Mariani’s and, for all the magnifi- 
cence of its scholarship, lacked narrative 
verve. Readers were sucked, little by little, 
into a swamp of detail. More seriously, it 
failed to make clear that Crane was homo- 
sexual, arguing instead that he achieved 
what he did because he was “normal”. This 
conclusion was about as wrong as it could 
be: to use the categories of the day, Crane was 
queer, and the tensions his homosexuality 
caused him were a source of creativity. 

Born in 1899, he was the son of a restless 
and quite unliterary businessman from 
Ohio. A shy and intense boy, he grew up in 
the midst of an unhappy, divided family. By 
his teens, he was already practising at being a 
poet, composing sensuous verses in the style 
of the 1890s, chewing on fat cigars, showering 
his room with perfume. At the age of 17, with 
just two published poems to his credit, he 






moved to New York, his Babylon. Soon the 
cash ran out, and he returned home to me- 
nial, long hours of underpaid factory work 
while his father fretted, scolded and did ev- 
erything else he could to misunderstand his 
sensitive and difficult son. For a while, Crane 
junior turned to copywriting for an advertis- 
ing firm, but soon dropped it. 

This was to be the pattern of his short 
life—in and out of poorly paid jobs, squeez- 
ing out the meagrest of livings, spongeing off 
family and friends—anything to keep body 
and soul together as he pursued the seem- 
ingly impossible task of living as a poet. 

The poems came slowly, as did the vi- 
sion of the sort of poet Crane believed he was 
destined to become—something soaring and 
visionary in the mould of his greatest literary 
heroes: Rimbaud, Blake, Baudelaire. He was 
a poet with a blazing love of elevated diction. 
Quite different from his famous contempo- 
rary, T.S. Eliot, whom Crane regarded as too 
dry, too learned and too pessimistic in his vi- 
sion of life, Crane’s own take on existence 
was more ecstatic and positive. He was des- 
tined, he believed, to write a new poetry fit 
for forward-looking times: an age of street- 
cars, jazz and heroic engineering. 

In 1923, he began work on his greatest se- 
quence of poems, “The Bridge”, on which he 
toiled for more than five years. It was to be, 
he said, a kind of “mystical synthesis of 
America and its structural identity”, in 
which engineering and the architecture of 
the Brooklyn Bridge itself, whose great span 
he could glimpse outside his apartment win- 
dow, would be used as metaphors for the 
Machine Age. The language would be like 
Marlowe’s in its rhetorical flights; it would 
have an “orphic intensity and musicality”. 

The growing confusion and squalor of 
Crane’s life was sadly different from the po- 
etic existence of his dreams—the constant 
living of his parents; the one-night stands 
with sailors; the gradual slide into alcoholic 
ruin when the words wouldn’t flow and the 
money wouldn't come. By his late 20s, his 
hair was going white and his skin was 
blotched. It was a tragedy of a life—the word, 
for once, seems apt: short, brilliant and, in its 
destructiveness, unstoppable. Though too 
rhapsodical at times, Mr Mariani unpicks his 
threads with a scholar’s attention to detail 
and the passion of a poet. 
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Lives (8): German composers 
Upper second 


RICHARD Strauss: MAN, MUSICIAN, ENIG- 
MA. By Michael Kennedy. Cambridge Uni- 
versity Press; 472 pages; $34.95 and £25. 

RICHARD StrAuss. By Matthew Boyden. 
Northeastern University Press; 448 pages; 


$29.95. Weidenfeld & Nicolson; 431 pages; 


£25. 
RICHARD Strauss. By Tim Ashley. Phaidon 
Press; 240 pages; $24.95 and £14.95 


“MY TIME will come when his is 
ended,” wrote Gustav Mahler 
after a tiresome evening in 1902 
during which his composer-con- 
ductor colleague, Richard Strauss, 
talked incessantly about money 
instead of music. Only half of that 
prophecy has come true. While Mahler’s gi- 
ant, once largely neglected symphonies are 
now played almost to death, a lot of Strauss’s 
work—“Don Juan” and “Also Sprach Zara- 
thustra”, “Der Rosenkavalier” and “Salome” 
as well as more than 200 songs—remains as 
popular asever. 

Much, it must be said, to the irritation of 
the many critics who have long felt Strauss to 
be as dispensable as Mahler (himself an ad- 
mirer of “Salome” and a regular conductorof 
the tone poems) claimed he was.. Well- 
wrought stuff of course, they sniff, conced- 
ing Strauss the truth of his boast that he 
could set a head of beer to music if, paid 
enough for the job. But wasn’t it the an- 
guished Mahler, along with Schoenberg. and 
the atonalists, who really pointed music’s 
way ahead? Strauss, on the other hand, re- 
treated after the daring, deafening disso- 
nance of his “Elektra” (1909) to a rut in which 
he stayed firmly stuck for another 40 years. 
And, wasn’t hea Nazi collaborator, to boot? 

Not so, argues Michael Kennedy in one 
of three new English-language biographies 
that have come out exactly 50 years after 
Strauss’s death. Or at least, he casts a friendli- 
er eye both on Strauss’s later music and his 
record in the Third Reich than has been com- 
mon among critics so far. Mr Kennedy sees 
Strauss in many ways as a tragic figure, born 
(in 1864) before Germany united and living 
through two world wars, seeking to preserve 
beauty and style in a West European culture 
that seemed set on self-destruction; a betray- 
er of modernity only to those who, as the au- 
thor puts it, equate modernity with the ex- 
cesses of the avant garde. Nor does Mr 
Kennedy have any sympathy for the “smug, 
holier-than-thou attitude” of people who 
know exactly how well they would have be- 
haved in Germany after 1933. 

Points taken. But in his crusading zeal Mr 
Kennedy is inclined to overstate a fair case. 
He eloquently argues that the later works 
have been underestimated but surely goes 
too far in claiming “Capriccio”, that touch- 
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ing diversion premiered in 1942, as the great- 
est of all Strauss operas. He fairly sets out the 
defence for Strauss after Hitler came to pow- 
er; how the composer sought to keep work- 
ing with his Jewish librettist, Stefan Zweig, 
his efforts to help the family of Alice, his Jew- 
ish daughter-in-law. But shouldn’t Mr Ken- 
nedy have thought again about sentences 
such as this: “If there is dismay that he 
[Strauss] seemed more concerned about the 
destruction of buildings in Germany than 
about the millions whodied, this should not 
be taken as an indication of heartlessness.” 
There are no such apologies in Matthew 
Boyden’s volume, which bears on its back 
cover a photo of a grinning Strauss and 
Goebbels clasping hands like old chums. 
Though Mr Kennedy argues for the defence 
with all the beguiling fluency he showed asa 
biographer of Mahler, Elgar and Britten, Mr 
Boyden pounds away like a humourless 
prosecutor, Strauss emerges as such a greedy, 
scherning anti-Semite that it is hard tocredit 
Mr Boyden’s claim in his epilogue—entitled 
“A Life Too Long”—-that:“It would have been 
a pleasure to have brought this biography to 
a close in a major key.” This is a pity. Here 
and there amid the sludge about Strauss the 
man, insights into the music gleam through. 
What a relief to turn to Tim Ashley's 
book, much the shortest, cheapest and best- 
balanced of the three. Strauss’s opportunism 
and his naive belief—until too late—that he 
could stay above politics, are given due 
weight; but so are his generosity to family 
and friends, his wit and sheer professional- 
ism. Mr Ashley rightly says that Strauss was 
one of music’s greatest eroticists ever, and he 
integrates an acute analysis of the works 
seamlessly into the autobiographical detail. 
Sometimes even he goes overboard. Fans of 
Herbert von Karajan will query Mr Ashley’s 
description of Rudolf Kempe and Fritz Rei- 
ner, in a brief but useful discography, as “the 
pinnacle of Strauss conducting”. Similarly, 
Schubert, Wolf and Wagner fans will surely 
balk at the claim that Strauss was “the most 
expressive writer for the human voice in his- 
tory”. Wasn’t it Strauss who judged himself 
most accurately? “I may not be a really great 


composer,” he is said to have remarked, “but 
I am a first-class composer of the second ©. 
rank.” True—if, say, Bach, Mozart and Beet-. 
hoven are taken as the pinnacle. But that still 
leaves Strauss in excellent company-—thatof 
his old rival Mahler for instance. 

ERAEN aia saan aa le EED AIE TS eel 





Lives (9): US photographers 
Second sight 


WALKER Evans. By James R. Mellow. Basic 
Books; 654 pages; $40. Plymbridge; £27.50 = 


A MAN stands against the porch 

of his flimsy wooden shack, his 

eyes downcast. His wife and three 

children are gathered awkwardly 

around him. They are barefoot 

and their filthy clothes, almost 

rags, hang loosely from their bod- 

ies. In another picture a woman stands in 

front of the bare boards of her house. She is 

not old and might almost be thought beauti- 

ful. But she is painfully gaunt and vulnerable 

ina plain threadbare shirt, her face and body 
unadorned with lipstick or jewellery. 

Walker Evans’s photographs of such 

scenes were taken during the late 1930s but 

published only in 1941 together with James: 


Agee’s text, “Let Us Now Praise Famous” 


Men”. They were commissioned by the Farm 
Security Administration, one of the agencies: 
of Roosevelt’s New Deal. Evans provided 
vivid evidence of Roosevelt's talk of “one- 
third of a nation” ill-housed, ill-fed and ill- ° 
treated. His extraordinary images of tenant ` 
farmers and the rural poor in the deep South 
during the depths of the Depression have be- 
come icons of the American experience. 
They capture, straightforwardly and mov- 
ingly, the poverty and despair of large areas 
of the richest country in the world, and they 
rightly established Evans’s reputation as one 
of the foremost American photographers. 
Evans was born in 1903, the son of a suc- 
cessful advertising executive from an old 
New England family. He was educated at 
Phillips Andover, a top boarding school. On 
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dropping out of Williams College he went to 
Paris in 1926, where he lived, as he later put it, 
“in a fiery cloud of excitement’. There he 
translated André Gide, tried his hand as a 
short-story writer, painted a little and some- 
how failed to meet either Hemingway or 
=>. Scott Fitzgerald. He did, however, meet Bere- 
~~ nice Abbott, who introduced him to the pio- 
neering work of French photographers such 
as Eugéne Atget. 

Back in New York, Evans joined a sophis- 
ticated Bohemian circle which included 
James Agee, Edmund Wilson and John 
Cheever and seems to have revolved around 
endless affairs and radical politics. On the 
evidence of his photographs it is sometimes 
thought that Evans was another of those po- 
litically committed artists of the 1930s and 
1940s for whom art was primarily an instru- 
ment of leftish propaganda. 

Far from it. Evans never thought of him- 
self as a political artist. True, he accepted a 
job with what was in effect a propaganda 
agency. But he strenuously rejected the idea 
that his work was in any way political. “The 
problem”, he later wrote about his New Deal 
work, “is one of staying out of Left politics 
and still avoiding Establishment patterns... 
would not politicise my mind or work...1 
don’t think an artist is directly able to allevi- 
ate the human condition. He’s very interest- 
ed in revealing it.” 

Evans began his photographic career 
taking pictures of buildings, notably the or- 
nately decorated wooden buildings of New 
England and the north-east. He had an acute 
sensitivity to the ways in which a building or 
landscape can be made to express a sense of 
the lives which are conducted there. More- 
over, he possessed a remarkable “second 
sight”: an uncanny ability to see more in a 
shot than another photographer might have 
seen. Often what brings his pictures to life 
are the small but telling details: the cat’s head 
peering out over a sign advertising Fish Com- 
pany; the immaculately waxed moustaches 
of an uptight looking soldier in an American 
Legion parade; the black man in acapcaught 
in front of a poster of glamorous Hollywood 
stars in a New Orleans street. Later he com- 
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piled. a magnificent series of pic- 
tures of New Yorkers on the sub- 
way, surreptitiously snapped 
with a hidden camera through a 
buttonhole in his coat. 

In 1943 Evans went to work 
for Henry Luce, an arch-Repub- 
lican who loved to bring radi- 
cals into his publishing empire. 
Evans was a critic for Time be- 
fore settling down as a writer- 
photographer for Fortune. The 
atmosphere there was con- 
genial and he stayed for more 
than 20 years. His later life, how- 
ever, was unhappy. His first 
wife, Jane Smith Ninas, a paint- 
er, left him for a Fortune col- 
league. Though he married again and was 
much admired as a teacher at the Yale School 
of Art, Evans’s output declined and his last 
years were clouded by alcoholism. 

James R. Mellow, a biographer of Ger- 
trude Stein, Hemingway and Scott and Zelda 
Fitzgerald, died shortly before his Walker Ev- 
ans book was finished. It is a magnificent 
achievement which does justice to a great 
American artist while also providing a vivid 
insight into the world of the New York intelli- 
gentsia between the wars. 








Science wars 
Phony peace 


THE SOCIAL CONSTRUCTION OF WHAT? By 
lan Hacking. Harvard University Press; 270 
pages; $29.95 and £18.50. 

PANDORA’s Hope: AN Essay ON THE REALI- 
TY OF SCIENCE Srupies. By Bruno Latour. 
Harvard University Press; 332 pages; $45 and 
£27.95 


ID microbes exist before Louis Pasteur 

discovered them in 1864? This is the sort 
of puzzle that has scientists and practitioners 
of science and technology studies (sts) at 
each other's throats. A contentious new dis- 
cipline that puts science under social and 
historical scrutiny, sts is a breath of oxygen 
to some and bunk to others. 

If forced to take the question about mi- 
crobes straight, most scientists would say 
that Pasteur’s experiments revealed—but 
couldn’t have caused—their existence. Not 
so fast, reply the sts crowd. Scientific discov- 
ery, they say, isn’t like turning on a light and 
seeing what's in a room. Discovery involves 
a complicated give-and-take within a com- 
munity of scientists, who argue about the ex- 
perimental evidence until they find it con- 
vincing enough to put microbes on their 
canonical list of basic biological entities. 

Now you might think that each of those 
are reasonable points which turn out, when 
you poke a bit, not to be in conflict at all. But 
reasonableness was an early casualty in 


what soon became a nasty and acrimonious 
war. The more extreme sts-ers claim that mi- 
crobes did not exist in any true sense until 
their discovery. Across the divide, the angrier 
members of the working-science camp can 
all too often be heard defending primitive 
views of what makes a theory good science. 

Radical sts-ers believe, with Nietzsche, 
that knowledge is a matter of power—who 
decides what counts as true?—and that we 
need toask why science is felt to have special 
access to truth in ways denied to other sorts 
of inquiry. Science is a “social construction”, 
on this strong sts view, and cannot be under- 
stood outside its human context. 

Knowledge may bring you power, re- 
plies the scientific orthodoxy, but power 
can’t create knowledge: only evidence and 
sound procedures do that. If youcould find a 
language to talk to them with, you would 
find that space-aliens’ science included elec- 
tro-magnetism, quarks and the other famil- 
iar furniture of a common universe. 

Deep differences, indeed. Is there any 
sign of truce or reconciliation? lan Hacking, a 
philosopher at the University of Toronto, 
would like to lower the heat. Extremists, he 
says, are rare in either camp. Most scientists 
admit that scientific knowledge grows by 
successive approximations, and hardly any 
of the social constructionists really think 
that science and reality never touch. Mr 
Hacking illustrates both points in an admira- 
ble chapter on the formation of dolomite. 

Flexible as he sounds, his heart is with 
the orthodoxy. He is not for agreement at any 
price, and his opening is fierce:“I do not want 
peace between constructionist and scientist. 
I want a better understanding of how they 
disagree, and why, perhaps, the twain shall 
never meet.” At times he writes as if he could 
meet the constructionists halfway, placing 
himself in the middle on some points. Atoth- 
ers he dismisses them as prisoners of an ele- 
mentary mistake: failing to see that although 
ideas of microbes might be “socially con- 
structed”, microbes themselves are out there 
on their own and real. Elaborating on this 
idea, he wonders whether the ultras on both 
sides have not in fact been arguing about dif- 
ferent things from the beginning, 

In search of his own olive branch, Bruno 
Latour, a French philosopher, takes us to the 
Amazon rainforest. As a leading sts radical, 
any peace signal from him deserves note. His 
painstaking description of soil-sampling 
shows the delicate logic of even the hum- 
blest inquiry. No snapshot of reality, the sci- 
ence here involves theorising, soil sampling, 
bagging, plotting, evaluating, drawing con- 
clusions, writing up and, finally, refereed 
publication in a reputable journal. 

Well, yes. But whoever thought science 
worked like a box camera in the first place? 
Mr Latour seems to be attacking the dimmest 
sort of naive realist. As he presses on, the ol- 
ive branch disappears. Of course, there were 
no microbes before Pasteur, he asserts, in- 
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voking supertime to make this less far- 
fetched: microbes did not exist in 1863's view 
of 1863 or before, but do exist in 1864’s view of 
earlier times. Not everyone will find super- 
time a help. Does it mean, for example, that 
causes follow effects? That your parents 
didn’t exist until you were born? 

Bearing in mind the repeated insults of 


Space race 


Gunpowder plot 





maths and physics to our best intu- 
itions about the world, we need to 
think twice before rubbishing new 
ideas just because they are weird. There 
are crazy thoughts a-plenty on the or- 
thodox side—in quantum physics, for 
example. The slippery linkage between 
scientific and common-sense views of 
the world might seem a promising top- 
ic for Mr Latour to exploit on his side of 
the argument. But he skirts it and in- 
stead blows clouds of words that will 
leave many foes shaking their heads. 
Anexample:once the “shield of factish- 
es” is stripped from science, Mr Latour 
avers, politics will be freed of its oldest tyran- 
ny, Greek rationalism. 

In sum, Mr Latour’s peace plan may well 
rekindle a row that had seemed to be dying. 
And Mr Hacking’s best guess about how the 
science wars might end depends on accept- 
ing that they never really started. A rum 
business it is, questioning science. 


POPEO EOE EEEE 


THe Race: THE UNCENSORED Story oF How AMERICA BEAT RUSSIA TO THE MOON. By 
James Schefter. Doubleday; 304 pages; $24.95. Century; £17.99. 
THe Last MAN ON THE Moon. By Eugene Cernan with Don Davis. St Martin’s Press; 356 


pages; $24.95 


L SHEPARD, the first American in space, 
had to make the decision to pee in his 
suit after waiting four hours on the launch 
pad. Yuri Gagarin, the first Russian in space, 
reached for a pencil to record his impres- 
sions of the scene and was astonished to find 
that it floated away. John Young smuggled a 
comed-beef sandwich on board Gemini 3; 
on Apollo 10, the lunar-orbit insertion man- 
ual was decorated with centrefolds from 
Playboy. It was not only Enos, the last chimp 
in space, who felt horny as he began re-entry; 
the whole space-race itself, according to 
James Schefter’s dramatic and entertaining 
book, was shot through with sexual energy. 
Mr Schefter describes plenty of it, from the 
Vanguard rocket which “shivered in high- 
tech desire” to Gus Grissom’s envious com- 
ment on copulating May-bugs: “They do the 
two things I like best in life, fucking and fly- 
ing.” 

The race for the moon became the ulti- 
mate cold-war showdown between alpha 
males, but it did not begin that way. Despite 
the longings of Wernher von Braun, Ameri- 
ca’s chief rocket-designer, for “a programme 
that has a real chance of controlling the 
world”, President Eisenhower was reluctant 
tostart a race against the Russians. He tried to 
keep the development of space rockets away 
from the Pentagon, which would “give the 
wrong impression” by putting warheads on 
them, and was glad when the founding of 
NASA, America’s space agency, made the 
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programme seem civilian and peaceful. 

The Russians had less compunction. 
They realised from the start the strategic im- 
portance of space, even though it was no 
one’s territory. After the second world war 
they borrowed German designs even more 
avidly than America had borrowed von 
Braun’s, and as a result they were first in ev- 
erything: first satellite in orbit, first dog in 
space, first man in space, first man in orbit 
(though asleep), first woman in space 
(though hysterical). From the glorious one- 
upmanship of the first Sputnik flight on Oc- 
tober 4th 1957, until the 
mid-1960s, the Soviet Union 
was always the pacesetter 
and America the seething 
second-best. Only when 
the rockets needed to get 
really big, capable of reach- 
ing the moon, did the Unit- 
ed States begin to pull 
ahead. 

It was also a game of 
elaborate bluff, in which 
both sides tried to disguise 
or conceal what they were 
up to. Mr Schefter, who cov- 
ered nasa for the Houston 
Chronicle and Life at the 
peak of the race, saw how 
haplessly America tried to 
cover up its many launch 
failures and technical 





hitches. In the end, journalists were asked 
not to write about unsuccessful launches; 
amazingly, they agreed to that request. Cold- 
war sensibilities demanded no less. 

The Russians, in contrast, gave an im- 
pression of perfection. Their bad news did 
not leak out for years—including the news 
that Yuri Gagarin, after the first manned 
flight, bailed out in a field, staggering in his 
orange suit past an astonished peasant 
woman, rather than bringing his craft safely 
home. But the last, hilarious word on secrecy > 
belonged to Nikita Khrushchev, who, ex- 
plaining to his son in 1961 why he would not 
consider a joint space programme with the 
Americans, confided: “We have nothing to - 
hide. We have nothing. And we must hideit.” = 

The space race is well-trodden ground, 
and some of the writing has been exception- 
al: Tom Wolfe’s “The Right Stuff’, which de- ` 
scribed the training of the astronauts, and 
Norman Mailers “A Fire on the Moon”, - 
which covered the moon-shot itself. Many 
works have described the science, the gad- 
getry and the labyrinthine politics in detail 
that is not attempted here. Mr Schefter, writ- 
ing for non-specialists, has little depth or,- 
style, but he knows how to tell a story and 
how rockets work, and often not much else is 
needed. It would be hard to better his hair- 
raising account of Scott Carpenter, aboard < 
Aurora 7 in 1962, becoming so distracted by < 
the beauties of flying frost particles and dis- © 
tant landscapes that he barely remembers to 
operate the controls. 

Eugene Cernan, however, comes close to 
it. The merit of his book, written by the last 
man to set foot on the moon, is that he has 
plenty of time for the fascinating details of 
space flight. The astronauts could not eat un- 
less they had scissors to snip the food- 
pouches, and he almostlost his on the moon; 
they were equipped with giant boxer-shorts 
in case they wished to defecate on a moon- 
walk, but he refused to wear them; on his 
space walk, the first ever, the cord connect- 
ing him to the ship tossed him around like a 

giant snake over which he 
had nocontrol. 

Mr Cernan also goes 
where Mr Schefter never 
does:on to the moon itself, 
where he and his geologist 
colleague tumble lightly 
over rocks and crash into — 
craters. Moon-dust, he 
tells his readers, is sticky 
and smells like gunpow- 
der; and this isnot the only 
way the place has stayed 
with him. He knows he 
has done the most extraor- 
dinary thing he will ever 
do, and that he can never 
go back. He is left with “a 
yearning _ restlessness” — 
like mankind itself. 
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Mathematics for all 





Science books for the general reader are all the rage. None are more popular 


than books about maths and mathematicians 


My BRAIN Is Open: THE MATHEMATICAL 
JOURNEYS OF Paur Erpos. By Bruce Schech- 
‘ter. Oxford University Press; 224 pages; $30 
and £22.50 


AULERDOS was both the most prolific 

and best travelled of 2oth-century 
mathematicians. Between his first paper as 
an undergraduate of 18 and his death in 
1996 at the age of 83, he produced almost 
1,500-papers with nearly 500 different col- 
laborators in all parts of the world. As a 
Jewish student in Budapest, he knew that 
he would have to leave Hungary to pursue 
his career: he left for England in 1934, went 
to America in 1938 for a year at the Institute 
for Advanced Study at Princeton Universi- 
ty, and continued to travel for the rest of his 
life. 

Bruce Schechter’s elegantly written 
book gives a picture of a mathematician at 
the height of his powers. Arriving with little 
warning, Erdos would spend up to19 hours 
aday in feverish collaboration, often work- 
ing with several groups of mathematicians 
at the same time. A week or two later he 
would move on to the next group of collab- 
orators, leaving his exhausted hosts to 
write up the details. Mr Schechter conveys 
both the intense sociability and the essen- 
tial isolation of a man whose life was de- 
voted to the pursuit of mathematics: de- 
spite his hundreds of friends, he had no 
family after the death of his mother in 1971, 
and travelled alone for mostof his life. 


THE MAN WHO LOVED ONLY NUMBERS: 
THe Story oF PauL ERDOS AND THE 
SEARCH FOR MATHEMATICAL TRUTH. By 
Paul Hoffman. Hyperion; 320 pages; $22.95. 
Fourth Estate; £12.99 


HIS book concentrates more on Erdos 

in his declining years. Despite his bril- 
liance, Erdos was unworldly and eccentric. 
He kept few possessions and had no per- 
manent job or bank account; he gave away 
what money he earned or won. Paul Hoff- 
man’s rich store of anecdotes that tell us 
not only about Erdos but about the mathe- 
matical community he worked in. Erdos 
will be remembered both for his funda- 
mental research in pure mathematics, and 
for the hundreds of conjectures he leaves 
behind. Both Mr Hoffman and Mr Schech- 
ter give fascinating accounts of a man 
whose extraordinary talent was not just 
knowing how to find the right answers, but 
knowing how to ask the right questions. 


THE LANGUAGE OF MATHEMATICS: MAK- 
ING THE INVISIBLE VISIBLE. By Keith Devlin. 
W.H Freeman; 300 pages; $24.95 and £14.95 


LMOST 50 years ago, G.H. Hardy wrote 
in “A Mathematician’s Apology” that 
“A mathematician, like a painter or a poet, 
is a maker of patterns. If his patterns are 
more permanent than theirs, it is because 
they are made with ideas.” Keith Devlin 
presents mathematics as a science of pat- 
terns. He argues that mathematics makes 
visible the invisible structures that sur- 
round us, a formulation that includes the 
worlds of physicists and astronomers as 
well as the domains of computers, finan- 
cial markets and statistical analysis. 
His book is devoted to a collection of 





fascinating case studies, ranging from Su- 
merian accounting tokens and the prob- 
lem of the best way to stack oranges, to Fer- 


mat’s last theorem and modern 
cryptography. Mathematics can be notori- 
ously inaccessible, and Mr Devlin suc- 
ceeds both in giving us a glimpse of the in- 
ternal beauty of the subject and in 
demonstrating its usefulness in the exter- 
nal world. “The Language of Mathematics” 
is lucidly written and richly illustrated, and 
remains accessible and enthusiastic 
throughout. Occasionally, Mr Devlin’s 
way with words runs away with him. In an 
intriguing contrast, he suggests that where- 
as fossil fuels powered the industrial age, 
“in today’s information age, the principal 
fuel we burn is mathematics.” Hhm. You 


use up fuel; you do not use up numbers. 
And though you can’t run your car on the 
petrol in mine, we can both divide two into 
ten simultaneously. Still, this is an excellent 
starting place for someone who wants to 
know what mathematics is about. 

THE MOMENT OF PROOF: MATHEMATICAL 
EpIpHANIES. By Donald C. Benson. Oxford 
University Press; 342 pages; $30 and £24.95 


HE classical case of mathematical | 

epiphany is Archimedes. The king of | 
Syracuse ordered him to find out if baser 
metals had adulterated the gold in acrown. 
In the bath, Archimedes hit upon the prin- 
ciple of buoyancy and was so excited by 
his discovery that he ran naked down the 
street shouting “Eureka” (“I have found it”). 
With similar enthusiasm, Donald Benson 
hopes to communicate “the experience 
and joy of mathematical discovery”. A | 
professor emeritus at the University of Cal- 
ifornia, Mr Benson clearly loves his subject. 
He presents a wide variety of mathemati- 
cal results in a book that is a cross between 
popularisation and mathematical text, 
complete with propositions, theorems, 
proofs and marginal boxes with notation | 
and definitions. Some may find Mr Ben- 
son's book hard going in places and occa- | 
sionally unclear, as in his discussion of the 
nature of proof. For the enthusiastic reader, 
however, there is a plentiful supply of ele- | 
gant proofs and engaging problems. 


THE MATHEMATICAL BRAIN. By Brian But- 
terworth. Macmillan; 446 pages; £20 | 


PROFESSOR of neuropsychology at 

University College, London, Brian 
Butterworth is interested in the building 
blocks of mathematics: numbers. How do 
we come to “describe and represent our 
world in terms of numbers”? Mr Butter- 
worth thinks we are born with counting 
ability because the brain contains a “num- 
ber” module that can distinguish “numer- 
osities” of up to four or five. Mathematical 
thought derives both from this natural 
ability and from concepts learnt culturally. 
How much maths you have depends in the 
end, he thinks, on psychological factors 
and on the time you spend at it. Evidence 
for innate abilities is drawn from many 
sources, including prehistoric cultures, the 
etymology of number words and the way 
that children and chimpanzees learn. This 
is an interesting and controversial book, 
with implications not only for philosophy 
and psychology, but for the way we teach 
mathematics to children. | 
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: “Jazz history 
She’s my baby 


THE Birr or Besor. By Scott DeVeaux. 
University of California Press; 664 pages; 
$45. Picador; 572 pages; £20 


OR a music mostly associated with good 

times and high spirits, jazz has generated 
a surprising number of vexed questions and 
learned controversies. Scholars debate 
whether its origins are African or European, 
its nature art or entertainment, its Function to 
inspire dancing or analysis. One of the vir- 
tues of Scott DeVeaux’s “The Birth of Bebop” 
is his rejection of easy polarities. His absorb- 
ing introduction tackles the shortcomings of 
the usual dichotomies of jazz criticism—the 
social perspective which sees it simply as the 
result of prevailing cultural forces, and the 
musical view, which emphasises the self- 
contained logic of a formal structure, evolv- 
ing through the jazz tradition. Mr DeVeaux 
knows that any useful history of jazz must 
engage both these factors as well as their 
mysterious intersection in “the infinite vari- 
ety of individual experience”. 

His subtle three-pronged attack is partic- 
ularly well-suited to the knotty origins of be- 
bop, which transformed the highly popular, 
user-friendly big-band jazz of the swing era 
into the challenging complexities of a post- 
war idiom. Though the middle-American 
success of the swing bands may have fa- 
voured white musicians, black players bene- 
fited too. Financial rewards were available to 
musicians who practised hard, and musical 
talent offered social mobility to both work- 
ing-class and middle-class blacks, who saw 
themselves as professionals and masters of 
an intricate art. 

For Mr DeVeaux, an exemplar of both 
this musical skill and sense of individual 
pride was a great tenor saxophonist, Cole- 
man Hawkins. In the midst of the big-band 
boom, he had scored a huge hit with his clas- 
sic version of “Body and Soul”, proving what 
a small band and a brilliant soloist could 
achieve. Hawkins was renowned in the pro- 
fession for his penetrating musical intel- 
lect—-his nickname “Bean” was a tribute to 
his brainpower—and he encouraged players 
to explore the adventurous harmonies 
which would be fundamental to bebop. 

Hawkins was not only an exemplar but a 
trail-blazing participant, giving younger 
jazzmen exposure in his small groups, in the 
jumping little clubs that lined New York's 
52nd Street and similar avenues in other big 
cities. In a further departure from the big- 
band ethos, these intimate rooms were not 
intended for dancing, Apart from their pro- 
hibitive size, a new interest in the music itself 
made for concentrated listening instead of 
throwing your body about. Mr DeVeaux 
shows that the change in emphasis came 
about through popular after-hours clubs, 
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such as Minton’s and Monroe's in Harlem, 
where musicians honed their skills in friend- 
ly but serious competition. At the same time 
jazz concerts, such as the Jazz at the Philhar- 
monic series, inaugurated by Norman 
Granz, enhanced the view of jazz as a music 
worthy of the kind of attention usually re- 
served for classical music. 

Expressed in these terms, the rise of be- 
bop seems to be the natural and successful 
culmination that many jazz historians are 
fond of describing—the steady rise of artistic 
stature among jazz musicians and the con- 
comitant progress of bebop as a serious and 
complex musical art. But Mr De Veaux raises 
difficulties. Black musicians still found it 
harder to win reward and recognition than 
their white colleagues, though the author re- 
fuses to begrudge the success of such white 
groups as Woody Herman’s dynamic First 
Herd. 

In addition, there were problems inher- 
ent in the reception of bebop among black 
audiences, who preferred the more straight- 
forward appeal of rhythm and blues. Artisti- 
cally speaking, young blackmusicians found 
themselves all dressed up with nowhere to 
go. And there were lamentable cases of self- 
destruction, as with the pathbreaking alto 
saxophonist Charlie Parker. As Mr De Veaux 
says, Parker’s genius lay not just in his “unre- 
mitting modernism, but in his determina- 
tion to bridge the widening gulf between the 
new musical currents and the blues.” The 
terrible misfortune for Parker, and for jazz 
generally, is that he was just as determined to 
kill himself by gargantuan excesses of every 
kind, particularly drugs. He died at the age of 
34, though the doctor who attended him 
thought he was twice as old; the year was 
1955, when the paths of jazz and pop music 
were already fast diverging. 

One musician who did make a commer- 
cial success of bebop was Parker’s canny co- 
hort, trumpeter Dizzy Gillespie, who led 
both big and small bands and presented 
himself as jester as well as virtuoso. Yet even 
he only enjoyed, in the title of the book’s fi- 
nal chapter, a “short stay in the sun”. 

This fine history of jazz takes the story 
only as far as 1945, to the appearance of the 
first full-blown bebop recordings. But an 
epilogue charts its troubled legacy. Bebop 
may have asserted jazz’s right to be taken se- 
riously as art, but it forfeited its claim to a 
mass audience, which deserted in droves to 
rock and pop. Although jazz has become an 
establishment subject, worthy of academic 
study, many listeners feel it has lost the cut- 
ting-edge urgency of black musicians ad- 
dressing the realities of their lives. Mr De- 
Veaux concludes that bebop is “both success 
and failure...an art that touches on both the 
best and the worst of what it means to be an 
American”—an ambitious pronouncement 
borne out in the perceptive, far-reaching 
terms of his inquiry. 





Early film 
Speechless 
with mirth 


SILENT Stars. By Jeanine Basinger. Knopf; 512 
pages; $35 


ODERN movie stars owe everything to 

a now-forgotten actress named Flor- 
ence Lawrence. In Hollywood's early days, 
actors were not credited—lest they become. : - 
swollen-headed and demand more money.” 
But when fans took a shine to the actress ` 
they knew only as “the Biograph girl”, Holly- 
wood twigged that identifying her and 
announcing her next picture could only be 
good publicity. From that decision stemmed 
Elizabeth Taylor, Marilyn Monroe and Gwy- 
neth Paltrow. 

Too much, perhaps, has been written 
about Chaplin, Garbo and the other bright 
lights of those silent years when voices were 
redundant because, as Gloria Swanson says 
in “Sunset Boulevard”, “We had faces then.” 
So Jeanine Basinger, in this hugely entertain- 
ing book, largely ignores them, focusing on 
players now unfairly overlooked—such as 
Mabel Normand, the Talmadge sisters (Nor- 
ma and Constance), those early Western 
icons William S. Hart and Tom Mix, and even 
Rin-Tin-Tin, a dog, if you’ve forgotten. 

The author outlines their most famous 
pictures, but she’s at her best conjuring up 
their personalities and often outrageous 
conduct. Players whose films are nowadays ` 
hard to see become so real that you feel you 
have known them. Mabel Normand, a loose 
lip if ever there was one, is superbly cap- 
tured. Asked in an interview about her hob- 
bies, she replied “Say anything you like but 
don't say I like to work. That sounds too 
much like Mary Pickford, that prissy bitch. I 
like to punch babies and twist their legs.” 
Imagine that from a star today—even in jest. 

In another amusing passage, Gloria 
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Swanson rebels against Cecil B. DeMille’s in- 
sistence that she allow alion to paw her back. 
Storming into cp’s office, she tells him she is 
so hysterical she cannot work any more that 
z day. He opens a jewel case and invites her to 
choose something to calm her nerves. “I 
picked out a gold mesh evening bag with an 
emerald clasp,” she reports, “and immedi- 
ately felt much better.” When she married an 
aristocrat, she wired her studio boss, Adolph 
Zukor, “Am arriving with the marquis to- 
morrow. Please arrange ovation.” 

Film buffs today might not be able to tell 
Norma and Constance Talmadge apart. But 
they were quite distinct in their day. Norma, 
dark, born to suffer, was the Meryl Streep of 
the 1920s; her sister Constance, blonde and 
vivacious, had more balance. Their mother 
invested their money well and when Norma 
tried to extend her career into the sound era, 
her sister gave her good advice. “Quit press- 





ing your luck, baby. The critics can't knock 
those trust funds Mama set up for us.” 

Jeanine Basinger writes nicely as Holly- 
wood books go. Close-ups of John Gilbert 
were so huge that women watching this mat- 
inée idol “could look into his eyes—and feel 
the sex on his mind.” John Barrymore, the 
“great profile”, was strikingly handsome till 
alcohol did its work, but was obsessed with 
playing monsters such as Mr Hyde, Svengali 
and Captain Ahab. He became, in fact, “the 
Lon Chaney of the tuxedo set”. 

Sex, in Hollywood’s youth, was limited 
only by the imagination. Clara Bow personi- 
fied “It”, a phrase lifted from the pen of Eli- 
nor Glynn, the Barbara Cartland of the flap- 
per era. But not even she seemed quite 
certain what “It” was. Not fully knowing, of 
course, only added to the fun. Suggestion 
was everything in the silent era, when show- 
ing counted so much more than telling. 





Autumn fiction from America and Britain 


Dead reckoning 


OUR murders and an accident: 

violent and unnatural death 
forms the starting point or the cul- 
mination of all these novels, and 
death in all its aspects—as decom- 
posing tissue, as rebirth, as glory, 
tragedy or futility—haunts the 
pages between. 

Jim Crace actually calls his latest book 
“Being Dead”, and if you can stomach it, itis 
abeautifully written meditation on just that. 
His murderees, Celice and Joseph, are a cou- 
ple of marine zoologists in their 50s who re- 
turn to the sand-dunes of their student days, 
~ re-enact their youthful lovemaking, and get 
their skulls stove in, thus becoming food for 
the very birds, crabs and insects that were 
their study. Mr Crace tells their story back- 
wards through the day of their murder and 
forwards from their first meeting—inter- 
spersing it with close and loving accounts of 
their decaying corpses: cavernous land- 
scapes blossoming with putrescent colours. 

Mr Crace attends to flesh like a scientist 
and to language like a poet. Occasionally the 
poetry shades into incantation, with a sug- 
gestion, especially towards the end, of ser- 
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monising. But the book is, in any 
case, more like an extended parable 
than a novel. One is less interested 
in his zoologists than in what they 
have been the occasion for: an ex- 
ploration of strange abstracted 
symmetries—sex and death (“the 
dark co-ordinates of one straight line”), 
chance and destiny, decay and permanence: 
“Long dead, but still producing energy! The 
maggots gorged and tumbled in the carrion, 
as balls of rain as big as them and 50 times as 
heavy came down like meteorites to pound 
and shake their caverns and their dells.” 

There are moments in “Make Believe”, 
by Joanna Scott, which uncannily parallel 
Mr Crace’s slow-motion breakdown of mat- 
ter. The story concerns the tussle between 
twosets of grandparents (white on the moth- 
er's side, black on the father’s) for custody of 
a four-year-old boy, known as Bo, who, in 
the opening scene, survives a car smash that 
kills his mother. His father, Kamon, is al- 
ready dead, shot one night by a gang whom 
he surprises raiding a shop. It is this death 
that we follow second by second inside Ka- 
mon’s brain, until “the wafer of glass upon 
which his mind rested shattered, and 
thought burst from its reservoir like flood- 
water, travelling through the hollow package 
of his body in pursuit of pain.” 

But Ms Scott’s minuteness does not serve 
to smooth her characters’ passage into an in- 
different landscape. We mind desperately 
about Kamon, and his dying moments only 
sharpen his particularity. Ms Scott’s talent is 
in the humanistic novelist’s tradition. When, 
for example, one of the grandfathers decides 
ina fitof self-deceiving piety toclaim the boy 


“Bo—with whom he has had no previous 






contact—from the grandparents he knows, 
her understanding of his motives takes one 
back to George Eliot, to her handling, say, of 
Bulstrode in “Middlemarch”. 

Of course the idiom is modern, and Ms 
Scott is free with time and space, with wide- 
angles and close-ups and cutaways and 
floating bits of stories, dreams, and interior 
monologue. But what makes it work so pow- 
erfully is her clear-eyed control. The boy is 
pitiable; but she knows, for example, that 
slowly eating a cupcake, or imagining him- 
self to be a fish, are as present to him as grief. 
And when his loneliness becomes unbear- 
able, Ms Scott is less interested in soliciting 
our tears than in spotting the moment it be- 
comes anger: “One momenta pitiful, scarred 
unhappy child. The next moment a wolf, 
with thick paws for hands and feet, his body 
covered with grey fur.” 

It is this emotional tact that is missing 
from another American book about a family 
in the aftermath of death, “The Summer after 
June” by Ashley Warlick. June is the mur- 
dered sister of Lindy, and the mother of a ba- 
by boy with whom Lindy, in her distress, se- 
cretly runs away, deserting her Carolina 
family and her fiancé, Cott, for her grand- 
mother’s house on the Guif, empty since the 
old lady’s retirement to a nursing home. The 
book is about Lindy’s recuperation, partly 
through the baby, known as Little Man, part- 
ly through her eccentric grandmother (the 
best character in the story), and partly 
through the love of Orrin, the gardener’s son 
whom Lindy had known as a child. 

“Lindy felt as if the inside of her went all 
the way to nowhere”; “He touched the back 
of her knee and her heart came through her 
chest like something hot and pointed”. Per- 
haps it is unfair to lift sentences out like this. 





But the cumulative effect is of a kind of emo- 
tional flooding. As Lindy comes through her 
troubles and decides to go back home, the 
book sweetens dangerously, with babies 
(Little Man, who turns out to have been Or- 
rin’s as well as June’s—don't ask—-plus Lin- 
dy’s and Cott’s, conceived before her flight) 
promising whatever babies promise. 

With Barry Unsworth’s “Losing Nelson”, 
we are back on firm prose. Mr Unsworth's 
first-person narrator may be mad, but not so 
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as you'd know, or not at first. He is studious 
and tweedy and not given to showing his 
emotions. He is in fact obsessed with Admi- 
ral Nelson, his hero, his real self (he calls him- 
self Nelson’s “land-shadow’), the guarantor 
of everything he thinks worthy: England, 
history, honour, glory. He has a glass-topped 
billiard table where he re-enacts Nelson’s 
sea-battles with model fleets on the very 
days, at the very hours, and in the exact for- 
mations of the original engagements. 

He is writing the definitive biography, 
but is stuck at 1799, when Nelson ordered the 
arrest and execution of the Neapolitan re- 
publican leaders. The evidence points to 
trickery and vindictive cruelty. On closer in- 
spection his glorious victory at Tenerife be- 





gins to look like a murderous exercise in self- 
promotion. Miss Lily, the narrator’s secre- 
tary, chips away with doubts and questions. 
Childhood beliefs, laid down by his father 
and his school-masters, start to crack: panic 
ensues, hallucinations, nightmares, and fi- 
nally child-murder: a child with a rucksack, 
the young Nelson setting out to sea, himself. 
It is well done, solidly realised, sure-foot- 
ed. But there is something disappointing 
about it. The novel is really about the narra- 
tor’s strange personal psychology, but be- 
cause Mr Unsworth sostresses the content of 
his obsession (we learn much about Nelson 
and his reputation) questions arise about 
historical interpretation, about belief and 
scepticism. It doesn’t take much to explode 
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the narrator's illusions—little more, in fact, 
than Miss Lily, who is faded out of the story 
as soon as she has served her purpose 
(though a fellow historian deals the final 
blow). On the other hand, the narrator him- 
self, cocooned in dreams of death and glory, 
is hardly in a position to wrestle coherently 
with the subject. Scepticism paralyses him; 
faith infantilises him. Intellectually and 
morally speaking, Tolstoy’s Rostov in “War 
and Peace”, wondering why his attack on the 
French dragoons was worth a medal, is more 
interesting. In short, “Losing Nelson”, though 
compellingly written and imagined, ends up 
being more local and particular than it 
claims to be. 








OW nice it was that the Swedish Aca- 

demy announced its award of this 
year’s Nobel prize for literature to Günter 
Grass in time for him to enjoy a really good 
birthday for once: his 72nd, on October 
16th. Germany’s great literary curmud- 
geon, who has at least one acknowledged 
masterpiece to his credit—“The Tin Drum” 
(1959), a brilliantly imaginative satire on the 
popular appeal of Nazism—was on every- 
body's list of famous writers who hadn’t 
yet won a Nobel. How nice for him, too, 
that his latest book, “Mein Jahrhundert” 
(My Century) published by Steidl (379 
pages; DM48) is on the German bestseller 
list at number five. (Faber and Faber will 


What the world is reading 


publish this in English next month.) For ev- 
ery one of the past 100 years, Mr Grass takes 
a person or incident and tells a little story 
about it, usually involving himself. 
German critics have been no kinder to 
this, Mr Grass’s latest book, than they have 
to any of his recent work, which has also 
mixed fiction, historical reportage and 
commentary. Der Spiegel pronounced 
“Mein Jahrhundert” a failure and the 
Frankfurter Allgemeine Zeitung called ita 
photo-album done as a favour to his pub- 
lisher. This is not new. For years the not-so- 
young fogeys who run Germany’s books 
pages have complained that maverick pol- 
itics did not excuse poor writing. (Mr Grass 


was for the Social Democrats in the 1960s 
but left them six years ago when they 
agreed to harsher asylum laws; he opposed 
German unity on the ground that, after 
Auschwitz, no European country should 
be so big.) His critics have bruised, not 
changed, him: the old irreconcilable still | 
wears a political heart on his literary sleeve. 

Who knows? Maybe the “aesthetics of 
commitment”, as his critics dismissively 
call it, is making a comeback. The murmurs 
are telling. In France, Jean-Claude Izzo, 
who has made a name with thrillers about 
the French underworld in the Midi, has a 
novel about homelessness at number six. 
And in America, Stephen King, at the top of 
the list, continues his literary upgrade with 
“Hearts in Atlantis”, five stories with the 
Vietnam war acommon thread. 
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Single currency, many voices 


Britain in Europe, launched this week, was timid about calling for Britain to 


be in EMU too 


EW could remember when so many se- 

nior politicians from so many different 
parties had come together on the same plat- 
form. From Labour came Tony Blair, the 
prime minister, Gordon Brown, the chancel- 
lor of the exchequer, and Robin Cook, the 
foreign secretary; from the Conservatives, 
Michael Heseltine and Kenneth Clarke, both 
former senior ministers; and from the Liberal 
Democrats, Charles Kennedy, the new 
leader. Their common cause? The launch, on 
October 14th, of Britain in Europe (BIE), a cO- 
alition to promote the benefits of British 
membership of the European Union and to 
favour British membership of a successful 
single currency. 

The launch has had a long gestation. It is 
more than a year since Lord Hollick, a busi- 
nessman and Labour peer, was asked tostart 
a business-led campaign for the single cur- 
rency. But it was not until this spring that the 
campaign managed to appoint a leader, 
Lord Marshall, chairman of British Airways. 
Then followed an intricate dance amongst 
the potential political partners. Messrs 
Clarke and Heseltine, now Tory dissidents, 
were not prepared to risk their political fu- 
tures to campaign for the single currency un- 
less the prime minister did so as well. But Mr 
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Blair, although thought to favour British 
membership, was reluctant to commit him- 
self prematurely to an unpopular cause. So 
as Britain became increasingly sceptical of 
the single currency, the launch date was re- 
peatedly deferred, from the spring, to the 
summer, to the autumn. 

Meanwhile, sie’s aims have been dilut- 
ed. Initially, the campaign had been intend- 
ed to advocate speedy entry to the single cur- 
rency. The Liberal Democrats favoured an 
early referendum, Mr Heseltine wanted to 
climb aboard as soon as possible, and the 
government was thought to have pencilled 
in a referendum just after the next general 
election. But for Mr Blair, the gain to a refer- 
endum campaign from his support was out- 
weighed by the damage to his party of being 
associated with it. So, formally speaking, the 
government’s position remained that Brit- 
ain would join only if economic circum- 
stances satisfy five tests, albeit vague ones, 
set by Mr Brown in October 1997. 

Fora time it looked as if Britain in Europe 
would be launched without any reference to 
the single currency, and indeed some 
speeches at the launch, such as Mr Ken- 
nedy’s, did not mention it at all. The final for- 
mulation supports joining a successful sin- 


gle currency, possibly in the next parliament. 
But government spokesmen have been em- 
phasising that ministers would consider the 
euro successful only if the five economic 
tests were met. This week, the spokesmen 
have been stressing that the tests are tough. 

The result has been that sie’s position on 
the single currency, and hence, by implica- 
tion, the government's, is quite close to the 
official position of the Tory party. The gov- 
ernment thinks that Britain's economy may 
converge sufficiently with the continent's to 
make it feasible to join the single currency in 
the next parliament. The Tories are confident 
that economic convergence will not take 
place that quickly, and therefore rule out 
joining in the next parliament. Perhaps two 
or three years separate the parties. 

But there would be little chance of bol- 
stering support for a single currency by cam- 
paigning on such hair-splitting differences. 
And indeed, both sides’ real positions are 
further apart than their official ones, The 
government is likely to declare that econ- 
omic convergence has been achieved when- 
ever Mr Blair thinks he can win a referen- 
dum;and the Tories would probably not join 
a single currency even if Britain’s economy 
were in lock-step with the rest of Europe's. 
But pie hopes to strengthen its case for the 
single currency by painting an even starker 
picture of these underlying differences, and 
by placing this in the context of a wider argu- 
ment about Europe. 

Britain in Europe aims to present itself as 
a “patriotic alliance”, putting country before 
party, and fighting against an extremist and 
europhobic Tory party. A video shown at 
this week’s launch contained endorsements 
from senior businessmen and public figures, 
none of them obviously Labour figures. A 
joint statement from Neil Kinnock and Chris 
Patten, Britain’s two current European com- 
missioners, endorsed the campaign. And Mi- 
chael Heseltine accused his party leadership 
not just of planning to stay out of the single 
currency but of being pressured to leave the 
Eu altogether. 

How fair are these attacks? The Tory 
party conference earlier this month certainly 
made them look reasonable. Lady Thatcher, 
the former leader, made unscripted remarks 
blaming continental countries for the cen- 
tury’s problems. Fringe meetings with fringe 
politicians attacking the eu drew large audi- 
ences, But then party conferences have al- 
ways been talking shops. And Tory rules al- 
low backbenchers to campaign on either 
side of the single-currency debate. 

As for the Tory leadership, the most 
talked-about new policy was a pledge to 
seek treaty changes to allow countries to opt 
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out of new European legislation. This 
_ brought strong reactions. Mr Patten com- 
pared the Tory leadership to the Austrian far 


`. sight, and John Major, the last Tory prime 


minister, dismissed the idea of renegotiation 
as “absurd, mad.” Yet Mr Major's own 1997 
election manifesto called for a flexible Euro- 
pean Union, and said it would use treaty 
changes to devolve powers to member 
states, and block further centralisation of de- 
cision-making. In some ways, the current 
proposal is more modest than Mr Major’s, in 
that it seeks opt-outs only from new ev legis- 
lation. And William Hague, the Tory leader, 
simultaneously stressed his European cre- 
dentials with calls for faster progress on en- 
' largement and the single market. 

In any case, it is not only Tories or anti- 
Europeans who oppose a single currency. 
Former Labour ministers, such as Lord 
Owen, a former foreign secretary of impec- 
cable pro-European credentials, heads New 
Europe, a cross-party group that supports 
British membership of the eu while oppos- 


sides have commissioned reports by top 
businessmen on the merits. and demerits of 
the single currency: unsurprisingly, the 
Kingsdown report (for the pros) came out in 
favour, and the Nott commission (for the an- 
tis) against. 

The political fall-out from the battles ov- 
er Europe is uncertain. Messrs Clarke, Hesel- 
tine and Patten say they fear that the Tory 
party’s current position may make it un- 
electable. But the Tories polled best in this 
summer's European elections, which high- 
lighted their opposition to early entry to the 
single currency. Mr Patten may have made 
the Tories’ chances worse, by fuelling stories 
about splits in the party. Beyond that, much 
will depend on the government's success in 
demonising Mr Hague. Mr Hague’s battle 
will be to convince voters that he can be pro- 
European while also being pro-pound; his 
opponents will try to demonstrate that there 
is no middle way between joining the single 
currency and leaving the European Union. 





The cabinet reshuffle 


Blair to move and win 


This week Tony Blair tightened his grip over both his cabinet and (see next 
story) the Labour Party’s choice of candidate for mayor of London 


RIME ministers tend to dislike reshuffles. 

Sacked ministers can become catalysts 
for backbench dissent. New or moved ones 
take time to master their briefs. And mes left 
on the back benches may resent the failure to 
recognise their talents. Despite this, on Octo- 
ber uth Tony Blair carried out his second 
government reshuffle in three months. 

Last time, he confined his changes to the 
ranks of junior ministers. This week, how- 
ever, recent events compelled him to reshuf- 
fle his cabinet, by creating two vacancies. 
George Robertson, the defence secretary, 
had been made secretary-general of Nato, 
which obliged him to give up his place in the 
government and his seat in the House of 
Commons. And last week, Frank Dobson, 
the health secretary, said that he would run 
for mayor of London, even though he had 
been insisting for months that he was not in- 
terested. To create a third vacancy, Jack Cun- 
ningham, Mr Blair’s Lord High Everything 
Else, was persuaded to resign. He had spent 
an undistinguished 15 months at the Cabinet 
Office, fighting the government’s corner ona 
ragbag of awkward subjects, from genetical- 
ly modified foods to the campaign for “mod- 
ernising government”. 

These departures have given the prime ` 
minister the chance to recast the cabinet in 
his own image. Mr Blair has brought back, as 
Northern Ireland secretary, Peter Mandel- 
son, his acolyte, only ten months after a fi- 
nancial scandal caused his resignation as 
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trade secretary (see page 66). And he has pro- 
moted three other men, all in their forties 
and all known more as competent managers 
than as profound political thinkers (men, in 
other words, rather like Mr Blair himself). In 
doing so, he will have disappointed Mo 
Mowlam, who until this week was the 
Northern Ireland secretary. Her departure 
was expected, despite her role in forging the 
peace process, because she long 
ago lost the confidence of 
unionist politicians. If she 

had to move, Ms Mowlam 
wanted Mr Dobson's 
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ingentry into the single currency. And both 






















job. She got Mr Cunningham’s—an’ ill-de- 
fined task, anda ministers’ graveyard. 

Instead, the health department goes to 
Alan Milburn, formerly the Treasury minis- 
ter in charge of controlling public spending. 
Mr Milburn ought to be capable of pushing 
through the government's reforms of the Na- 
tional Health Service over the opposition of 
unions and doctors. This week, he warned 
these lobby groups that “the nus can’t afford 
to stand still.” He is better placed than most 
to face them down:as he lives with a woman 
who works in the nus, he knows the health 
service well. f 

The second forty-something manager to 
win promotion, and the most surprising ap- 
pointee, is Geoff Hoon, the new defence sec- 
retary. Mr Hoon’s rise has been swift. He had 
spent only a few months in his old job, at the 
Foreign Office, where he was minister for Eu- 
rope. Before that, he toiled in the office of 
Lord Irvine, the Lord Chancellor. 

The last of the trio is Andrew Smith, pro- 
moted from junior employment minister to 
Mr Milburn’s old job, chief secretary to the 
Treasury. At employment, Mr Smith was a 
skilful communicator, and had managed, 
until recently, to deflect attention away from 
the flaws in the New Deal, a scheme for get- 
ting the long-term unemployed into work. 
He will now have the harder task of oversee- 
ing the government's second Comprehen- 
sive Spending Review, allocating money be- 
tween government departments for the first 
few years of the next parliament. 

Lower down the ministerial ranks, the 
reshuffle saw the promotion of several 
women. Tessa Jowell, the former minister for 
public health, takes over from Mr Smith at 
employment. Her old post has been given to 
Yvette Cooper, who is married to Ed Balls, 
the chancellors economic adviser. At 30 
years of age, Ms Cooper is the youngest min- 
ister and the first of the 1997 intake of mrs to 
win office. 

Only 13 of the 22 members of Mr Blair's 


YY first cabinet remain, And with Mr Cun- 


ningham gone, only one---Margaret 
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ivingstone 


OU have to hand it to Tony Blair. Just 

when you thought his power was so 
absolute, his control over party, Parlia- 
ment and country so complete that he 
could afford to relax a bit, he ups and does 
something to earn the “control freak” la- 
bel all over again. 

This week the control freak slid a dag- 
ger into the back of Ken Livingstone, the 
Labour me for Brent East and leader, until 
Margaret Thatcher abolished it in the 
1980s, of the Greater London Council 
(cic). Though it was Labours National 
Executive Committee (Nec) that did the 
deed, the blade was forged and sharpened 
in Downing Street. 

Mr Livingstone has been on Mr Blair's 
hit list since New Labour promised to give 
London its first-ever elect- 
ed mayor. As former GLC 
| leader, the amiable Mr Liv- 
| ingstone, too far on the left 
| to be a Blairite minister, 
H 
fi 





seems to regard the job as 
his by right. To Mr Blair's 
horror, “Red Ken” is well- 
| liked not only by London- 
ers at large but also by ma- 
ny—perhaps most—of the 
| 70,000 members of the 
| London Labour Party, who 
had been expecting to 
choose Labour’s candidate 
| fornext May’selection. 

Now the decision will 
not be theirs alone. The 
| Nec has abandoned plans 
E , 








in check 





to let its London members choose their 
candidate by simply casting one vote 
each. The candidate will be chosen in- 
stead by an electoral college of three parts: 
London members; affiliated trade unions 
in the capital; and London’s Labour mrs, 
MEPS in the European Parliament, and 
candidates already adopted as members 
of the new Greater London Authority. 

It was by resorting to a similar elector- 
al college that Mr Blair had a former cabi- 
net minister, Alun Michael, elected last 
year as Labour leader in Wales instead of 
Rhodri Morgan, a colourful backbencher 
who was more popular among ordinary | 
party members. It was an expensive ruse: 
the impression that Mr Blair had rigged 
the rules to foist his own man on Wales is 
one reason for Labour's 
failure last May to win a 
majority in the new Na- 
tional Assembly. 

Might there be a similar 
price to payin thecapital,if | 
Londoners think that 
Frank Dobson, the former 
health secretary now play- 
ing the part of Mr Michael, | 
has won the Labour nomi- 
nation by questionable 
means? It is possible. But 
perhaps Mr Blair considers 
even a victory for Lord Ar- 
cher, the Tories’ eccentric 
candidate, tobealesserevil | 
than a London govern- 
ment under “Red Ken”. 











Beckett, leader of the House of Commons— 
was a minister under Mr Blair’s most recent 
Labour predecessor, James Callaghan. 

This was not an especially ideological re- 
shuffle. It did not need to be. It merely reflects 
Mr Blair’s complete command. Supporters of 
Gordon Brown, the chancellor, were side- 
lined last year. This time, Mr Dobson has 
bent to his will, and Mr Blair has rewarded 
loyalty, competence and youth. Cabinet 
members, new and old alike, know that they 
owe their careers solely to Mr Blair. 
ae | 





Rail safety 


Inevitable 


HE crash just outside London’s Padding- 
ton station last week has highlighted the 
conflict between safety and capacity on Brit- 
ain’s overloaded railways. The police have 
cut their estimate of the number killed in the 
head-on collision between a local train and 
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an inter-city express to “nearer 30 than 40”, 
having given much higher figures initially. 
But this has done nothing to assuage public 
anger and anxiety about rail safety. 

Itis still unclear why the newly qualified 
driver of the local train, who was killed in the 
crash, went though two yellow warning sig- 
nals and a red stop signal. All three should 
have set off a deafening klaxon in his cab, 
which would have triggered automatic brak- 
ing unless the warnings were manually over- 
ridden within three seconds. But the train’s 
black box showed that it accelerated from 
30mph (48kph) to somph after passing the 
red signal, before careering straight into the 
path of the express hurtling towards London 
at 7omph. The track, signals and points were 
working. The only explanation put forward 
for the fatal error by Thames Trains, the com- 
pany operating the local train, was that the 
driver may have been blinded by the early 
morning sun and mistook the red stop signal 
for another yellow. 

Driver error or no, this was an accident 
waiting to happen. Even before the 20% in- 
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crease in passenger traffic in the three years 
since privatisation, Paddington was danger- 
ously congested. In the early 1990s, in order 
tocope with growing traffic, routes out of the 
station were redesigned and signals were al- 
tered to allow trains to cross over tracks at 
high speed and to permit lines to be used by 
trains travelling in either direction. The con- 
sequences of signal failure or driver error 
were thus made far worse. The Thames train 
was supposed to cross two main lines to 
reach its intended track. 

For much of the past week, culprits have 
been sought. Politicians, rail companies and 
unions have all been trying to escape cen- 
sure. Most of the blame has been piled on 
Railtrack, the track-and-signal operator, 
which has been accused of caring about pro- 
fit more than safety. The government's re- 
sponse-—stripping Railtrack of its responsi- 
bility for setting safety standards—may 
prove right in the long term. But the idea was 
hastily leaked by No10 Downing Street in or- 
der to divert criticism from John Prescott, the 
deputy prime minister and transport secre- 
tary. Railtrack has been under continuous 
pressure from ministers to increase capacity 
to meet rising public demand. 

In the post-privatisation era, the over- 
sight of safety on Britain’s railways is almost 
as atomised as the running of the trains and 
the track. The key responsibility for ensuring 
rail safety is exercised by Her Majesty’s Rail- 
way Inspectorate, part of the Health and 
Safety Executive. But others, including the 
Strategic Rail Authority and the Rail Regula- 
tor, and under them Railtrack and the 25 
train-operating companies, also have re- 
sponsibilities. Railtrack’s chief executive, 
Gerald Corbett, points out that the missed 
signal at Paddington had been inspected 
and approved by the Railway Inspectorate 
as recently as March. 

Responsibility for safety is likely to be 
pursued by the public inquiry into the crash, 
headed by Lord Cullen, a senior judge. The 
fire that engulfed many of the coaches will 
also renew questions over the safety of diesel 
express trains. The express line out of Pad- 
dington is the last of the principal lines not to 
have been electrified. The main drivers’ un- 
ion, ASLEF, is calling for trains to be manned 
by two drivers, as they were until a few years 
ago. The union also wants the most sophisti- 
cated train-protection system, arp, which 
automatically halts any train which fails to 
stop at a red light, to be compulsory on all 
trains. Mr Prescott has set up yet another in- 
quiry, this time under Sir David Davies, for- 
mer chief scientific adviser at the Ministry of 
Defence, to advise him on whether to insist 
On ATP. 

But no safety system, however expen- 
sive, will work if the track, signals and points 
are clapped out. Britain’s railways have en- 
dured decades of under-investment. That 
will not be easily reversed. 
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And don’t dare sack me again | 


ANKS at the airport, martial music on the airwaves. Bagehot 

exaggerates, but Peter Mandelson’s occupation of Hills- 
borough Castle in Belfast this week did have some of the unnerv- 
ing precision of a military coup. Earlier in the summer, Mo Mow- 
lam, the castle’s previous occupant, had dared to hope that being 
one of Britain’s best-loved politicians made her job as Northern 
Ireland secretary safe. She pushed her luck by saying in public that 
she had no desire to move—least of all to the non-job of “cabinet 
enforcer”, which Downing Street insiders know more accurately 
as “minister for the ‘Today’ programme”. It did her no good. This 
week, after a summer reprieve, she was turfed out anyway and 
compelled to pretend gloomily in interviews on the “Today” pro- 
gramme to be overjoyed by her 








thing special to offer? And how did his high opinion of Mr Man- | 
delson survive the home-loan episode—including, don't forget, Mr 
Mandelson’s deliberate withholding of vital information from Mr | 
Blair himself? Even those willing to take the view that the episode | 
put nostain on the character of Mr Mandelson must concede that | 
it put a question mark against his judgment. There would other- | 
wise have been noreason for him to resign. But if his judgment was 
too fragile to survive a collision with so petty a thing as his appetite | 
for a fine house, how dependable will it be when itis tested in the | 
explosive arena of Northern Ireland? 

Mr Blair must have asked himself this question. He must have | 
concluded in spite of everything that he has perfect faith in Mr | 
Mandelson. And this faith, justified or | 





new job as, well, cabinet enforc- 
er. Into Hillsborough in her place 
slid the elegant Mr Mandelson, 
one of Britain’s least-loved politi- 
cians, ever so’umble after his re- 
cent spell in the wilderness, but 
the man whom Tony Blair ap- 
parently deems uniquely capa- 
ble of breathing life into the 
province’s moribund Good Fri- 
day Agreement. 

Can he? What is true is that 
few politicians have ever had a 
stronger incentive to justify a 
prime minister’s expectations. 
Mr Mandelson’s return to the 
cabinet a mere ten months after 
being forced to resign from it is 
controversial across the political 
spectrum. He denies having re- 
signed “in disgrace”, as newspa- 
pers tend to put it, but the two- 
fold delinquency that forced 
him out was far from trivial. As 
trade and industry secretary, Mr 
Mandelson had first of all failed 
to tell his officials about a secret 
loan from a fellow minister 
whose financial affairs they 
were investigating. At the least, 
this left the impression of a conflict of interest. Furthermore, Mr 
Mandelson had apparently concealed the existence of the loan— 
£373,000 ($620,000) towards a posh house—from the prime minis- 
ter. At the least, this was a foolish oversight. For many years, Mr 
Blair had relied on the trusted Mr Mandelson for advice about the 
disposition of senior party colleagues. The prime minister de- 
served to know that his adviser was in hock to one of them. 

In the normal course of a British political career this sort of 
transgression might not be fatal. But it would usually demand a 
lengthier atonement than the ten months which Mr Mandelson 
has had to endure on the backbenches. The Conservative Party 
was therefore quick to call his swift resurrection an outrage: any- 
thing seems to go if you are one of Mr Blair’s cronies, huffed Mich- 
ael Ancram, the Tories’ chairman and a former Northern Ireland 
secretary himself. Still, normal politics do not always apply in the 
case of Northern Ireland. If Mr Blair really believes that his fallen 
friend can make all the difference to the success of the peace pro- 
cess in the province, he was right to give him the job. 

But why does Mr Blair think that Mr Mandelson has some- 








not, is therefore in itself the main rea- 
son to expect Mr Mandelson to make a 
difference. Ms Mowlam had many un- 
stuffy qualities: courage, warmth, 
spontaneity. But she was not Mr Blair, 
and when she lost the confidence of the 
Ulster Unionists, their leader, David 
Trimble, was quick to spot a rift be- 
tween Hillsborough Castle and Down- 
ing Street and take his arguments over 
her head directly to the prime minister. 
Although Mr Mandelson is not Mr Blair 
either, his resurrection shows that he is 
the next best thing, Having outlasted 
the loan scandal, to say nothing of the 
assaults of cabinet rivals such as Gor- 
don Brown and John Prescott, the 
friendship between Mr Blair and Mr 
Mandelson is not going to be put asun- 
der by the machinations of an Ulster- | 
man. If nothing else, having Mr Man- | 
delson in Northern Ireland will free the | 
prime minister to devote rather more | 
attention than he did last year to gov- | 
erning the mainland. | 
It is also not impossible that Mr | 
Mandelson will be able to bring to bear | 
j 

{ 

| 

| 
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qualities that Ms Mowlam lacked and 
which do not stem only from his status 
as the prime minister's special friend. 
His supposed expertise in Ulster’s affairs—experience as a televi- 
sion researcher in the province during the 1980s; a grandfather, 
Herbert Morrison, remembered fondly by unionists—is pretty 
thin. Buteven his foes admit that Mr Mandelson can be a formida- 
ble strategist. Ms Mowlam’s exuberant qualities were invaluable | 
during the creative period of consensus-building that led up to the 
Good Friday Agreement. The endgame will require more subtlety, 
and some cold-blooded precision. These are undoubtedly Mr 
Mandelson’s strengths. 

And weaknesses. In the eyes of Mr Mandelson’s many ene- | 
mies the precision looks like guile and the subtlety like duplicity.In | 
Northern Ireland he will need to master both halves of this divid- | 
ed self. The British government needs to manoeuvre unionistsand | 
republicans beyond their impasse on arms-decommissioning. | 
This requires guile. But it must also persuade both sides thatitisan | 
honest broker. This requires trust. Mr Blair has placed a huge bet 
ona friend who resigned last December over what many consider | 
a breach of trust. Mr Mandelson’s future in British politics depends 
on living up to the prime minister’s extraordinary faith in him. 





ences -| MORE ARTICLES ABOUT BRITAIN ARE AVAILABLE TO SUBSCRIBERS AT WWW.ECONOMIST.COM | }——-~—-—-------__--__- — 


66 


THE ECONOMIST OCTOBER 16TH 1999 





roblem. 


So many great business books. 
So little time. 


asupyr BUDE 3 









1,200 importa boo me out every year. 
Of course yi „aş an executive in today’s 
business env: must keep current with the 


expanding base of knowledge. 
Can you possibly keep up with all that reading? 
Yes, you can. 


If you subscribe to Soundview 
Executive Book Summaries, 


Fax: 
610-558-9491 

Please send me Executive Book 
Call: Summaries for 14 months for 


610-558-9495 


Order via the Internet: 


http:/ / www.summary.com for executive success. 


Soundview Executive Book 
Summaries 

10 LaCrue Avenue, Dept. SECL509 
Concordville, PA 19331 USA 


"U.S. funds must be drawn on a U.S. bank. Call or 
fax for other accepted currencies. 


Order via E-Mail: 
sales@summary.com 





US$139 (US$95 in Mexico) That's 
two months FREE, plus please 
send me my FREE copy of Skills 
For Success—-a compilation from 
our best summaries of great ideas 






Solution. 


Read less and learn more. 
Subscribe to Soundview 
Executive BookSummaries® 


A Fifth Discipliag Resource 


THE DANCE z CHANGE 


By Piter Senge, Ari Kiciwer, | THE SUMMARY N Stuer 
Chaslotte: Robsris, Richa 
Rins: Geeage Roth. sa 
Bryza Siit 


WEA te pee 
fy yon will Pes 
7 Dictate oases ne Secs ses 





Our experienced ke it easy for you—after 
reviewing all th published books they select 
the year’s 30 best. Each of these titles is condensed 
into an 8-page powerpack summary——with the 
essential information that will keep you abreast of 
today’s leaders. Youll quickly gain a working 
knowledge, helping you to prepare for presentations, 
make decisions, assume leadership responsibilities, 
and respond to high pressure situations. 


Gain the confidence that only such a broad scope of 
knowledge can provide—subscribe today! 


Name 

Title 

Company 

Address 

Zip/ Postal Code 


City State/Province _ 


Phone o Fax 
Q Check Enclosed O visa Q MasterCard Ù AmEx O Discover 


Card No. -Expiration Date 


Signature S@MCMXCIX Soundview Executive Book Summaries. Primed in U.S.A. All Rights Reserved 





rzbank’s focus on German _ 
pean economic issues 10/99- 


German fiscal 
reforms can escape 


political gridlock 


The losses incurred in the state elections held this autumn 
have eliminated the German federal government's majority 
in the Bundesrat, the second parliamentary chamber. As 

a result, the chances of the planned corporate tax reform 
finding a majority have deteriorated; however, the govern- 
ment’'s austerity measures for next year’s budget are not 
seriously threatened at the moment. But a compromise 
over taxation would only be possible if the SPD, the larger 
coalition partner, were to agree to a stronger lowering of 
the top marginal rate for personal income tax. In view of 
the tensions within the party, though, this is unlikely. 
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Since OSKAR LAFONTAINE 
resigned as German finance min- 
ister in March, the fiscal course 
pursued by the federal govern- 
ment has undergone a percep- 
tible change. If implemented in 
full, the projected cuts for next 
year's federal budget will reduce 
spending by roughly DM30bn. At 
the same time, Mr. Lafontaine’s 
successor has presented plans for 
a reform of corporate taxation, 
which to a large extent would 
remove the extra burden that 
Mr. Lafontaine imposed on com- 
panies. The current intention is 
to lower corporation tax by 15 
points to 25%. As exemptions are 
to be scaled back and the tax 
base is to be broadened at the 
same time, this would reduce the 
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distorting effects of the current 


tax regime. ~ 


ON THE OTHER HAND, since 
there are no plans for a simul- 
taneous lowering of the top mar- 
ginal rate for personal income 
tax, the existing differences in 
the taxation of profits would 
be exaggerated. Incorporated 
companies, which are subject to 
corporation tax, would benefit, 
while all the others, which pay 
income tax, would not — a conflict 
which can hardly be resolved. 







spending cuts have a good chance | 
of being passed. with only small 
corrections to the overall volume. 


CompPROMISES BETWEEN the 
government, on the one hand, 
and the individual states or the 
opposition, on the other, will be 
harder to strike as regards tax- 
ation. Agreement: will certainly 
depend upon the readiness of the 
SPD to accept a further reduc- 
tion of the top marginal income- 
tax rate from a current 53%, and 
a planned 48.5% in 2002. A deal 


Upper chamber: no majority for the government 


number of votes out of a total of 69 


Opposition (28) -o 


All in all, though, the current 
proposals contribute towards 
boosting economic growth and 
employment. 


AS THINGS STAND, the austerity 
measures will probably not be 
greatly endangered by the 
government’s need to cooperate 
with the opposition in the second 
parliamentary chamber since it 
lost its majority there. The oppo- 
sition parties accept the need to 
contain the rise in government 
spending, and the only serious 
difference of opinion relates to 
plans to link the increase in old- 
age pensions in 2000/01 to the 
inflation rate rather than to the 
development of net wages. 


WITHIN THE SPD ITSELF, critics 
of the cuts in social spending are 
likely to make their approval 
dependent upon modifications 
being made to other aspects of 
the package. Nonetheless, the 





between the government and the 
opposition seems unlikely before 
early next year, 


ALL TOLD, the present political 
constellation still seems prom- 
ising as far as spending cuts are 
concerned, and these would 
reduce the deficit-to-GDP ratio 
slightly further next year to 
around 1%%. But as the pros- 
pects for a far-reaching tax re- 
form are less bright, the impact 
on economic growth and em- 
ployment will be limited. If a 
stronger effect is to be achieved, 
there is no alternative to the 
often-cited structural reforms. 


For more information about 
Commerzbank’s broad scope of 
research capabilities and financial 
services, just contact the bank's 
head office in Frankfurt, Germany. 
Fax +49 69 136-2 9805 
volkswirtschaft@commerzbank.com 
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Neutron Jiirgen drops another bomb 





Europe gets a defence giant 


The formation of a Franco-German 
Aerospace high and dry 


Y LUNCHTIME on October 14th, de- 

fence analysts were already calling it 
Schrempp's revenge. The boss of Daimler- 
Chrysler, Jiirgen Schrempp, had announced 
that the group’s aerospace arm, DASA, was 
merging with France’s Lagardére Matra, to 
form a separate listed group to be called the 
European Aeronautic, Defence and Space 
company (EADs). At a stroke, Mr Schrempp 
and Jean-Luc Lagardére have, with the en- 
thusiastic backing of the French and Ger- 
man governments, formed Europe's largest 
aerospace group. With sales of €21 billion 
($23 billion), it will rank number three in the 
world, behind Boeing and Lockheed Martin. 
Gerhard Schröder and Lionel Jospin, the 
German chancellor and French prime min- 
ister, were at the signing of the deal. 

So, after years of haggling, Europe at last 
has a huge transnational aerospace and de- 
fence group. A joint holding company will 
own 60% of EAps, and 40% will be floated on 
the stockmarket. The holding company will 
be half-owned by DaimlerChrysler, with 
the French government, a French financial 
institution and Lagardére owning the rest. 
Through a later share sale, the French gov- 
ernment will reduce its stake in EADS to 15%. 
Industry sources suggest that other, smaller 
parts of the European industry, such as Ale- 
nia, an Italian aerospace concern, will join in. 

Working together may not prove easy, as 
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aerospace giant could leave British 


defence mergers in America show (see box 
on next page). Aerospatiale and pasa tried 
and failed to link their missile and space in- 
terests a few years ago, and last year’s merger 
between Daimler and Chrysler has been 
hard going. Yet DaimlerChrysler shares 
jumped by 4% on rumours of the announce- 
ment, because Mr Schrempp’s deal also 
solves a big problem at DaimlerChrysler. 
American investors were always uneasy 
about the company’s defence activity, which 
has been like a bolt-on to the combined 
group’s huge automotive interests. 

DaimlerChrysler had toyed with the 
idea of floating pasa, but concluded that it 
would make more sense to fold it into a 
stronger group before going to the market. 
Now Mr Schremppis unlocking some share- 
holder value and parking aerospace in a 
stand-alone company, which will have joint 
headquarters in Munich (pAsa’s home) and 
Paris, where Lagardére Matra is based. This 
ultra-European group will be registered in 
the Netherlands for tax reasons. 

Left out in the cold is British Aerospace 
(BAe), whose shares fell by 5% on news of the 
merger. Less than a year ago, the firm abrupt- 
ly broke off negotiations to do a similar deal 
with the Germans in favour of a British-only 
merger with General Electric Company 
(Gec). This pooled Gec’s defence division 
with sae to form an integrated defence 


group making aircraft and the electronics 
that go on them. It left Mr Schrempp fuming 
at the betrayal. He and the head of pasa, 
Manfred Bischoff, rebuffed all attempts by 
the British to restart talks. On one occasion 
BaAe’s boss, John Weston, was in the air flying 
to a government reception in Bonn to kiss 
and make up, when pasa had the party can- 
celled. On this occasion, Mr Weston had no 
idea until the last minute that a merger was 
being hatched by his partners in the Airbus 
civil jet consortium. 

The deal is bound to have huge political 
repercussions and will anger Britain’s prime 
minister, Tony Blair. He was cross that the 
Anglo-German deal did not go through, 
since defence is one of the policy areas that 
he thinks can bind Britain into Europe. 

Inevitably, however, the creation of 
EADS will now push the big British firm to- 
wards transatlantic partnerships. This merg- 
er limits what Bae can do in Europe, says 
Charles Grant, a defence expert at the Centre 
for European Reform. Could the firm now 
join up with Northrop Grumman or Lock- 
heed Martin? 

The Franco-German creation will also be 
greeted with dismay both by policymakers 
in Washington and by the American defence 
companies who have recently been begging 
the Pentagon to hurry up and hammer out 
some terms on which transatlantic relations 
could be based. Instead of pulling in individ- 
ual European companies as junior partners, 
the big American contractors are now faced 
with a continental colossus that is too big for 
them to swallow, and might become a seri- 
ous competitor. They thus have little choice 
but to consolidate the relationship they al- 
ready enjoy with the British defence indus- 
try—at the risk of alienating continental Eu- 
ropeans even further. 

Thanks to the intricate network of part- 
nerships that dominate particular segments 
of the European defence sector, British Aero- 
space will still have a finger, at least, in the 
Franco-German pie now emerging from the 
oven, Joint ventures like Matra Marconi 
Space, or Matra BAe Dynamics, a missile 
maker, will give the British group a stake in 
the continent's military aerospace business. 


high 


Flyi 
World's largest aerospace 
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But in defence as well as in civil aerospace, 
the British partner's relative weight will inev- 
itably diminish. 

The merger breaks not only the defence- 
aerospace logjam; it also clears the way for 
the conversion of Airbus into a proper com- 
pany. raps will own 80% of Airbus, leaving 
BAe as a minor partner with the remaining 
20%. This will simplify the endless negotia- 
tions for the much-needed conversion, ex- 
pected to bring Airbus savings of more than 
$1 billion a year. But it leaves sae asa bit play- 
er in Airbus. 

Before this merger, the idea was that Air- 
bus would eventually be floated a few years 
after trading as a company: it is winning 
more orders than Boeing and its future looks 
bright, because its products are seen as supe- 
rior to many models produced by its Ameri- 
can rival. Now its dominant partners might 
prefer to fold it into their group, which could 
mean they buy out Bae, leaving the latter free 
to do more work for Boeing. sae is a world 
leader in designing and making wings for 
civil or military aircraft. In the civil field, it 
might make more sense for it to become a 
subcontractor to both Boeing and Airbus. 
a | 





British Airways | 


Diving for cover 





As two of its local rivals, Air France and Lufthansa, soar, British Airways is 
plunging. Can the world’s favourite airline recover? 


NLY a few years ago Air France was 
bankrupt, Germany’s Lufthansa was 
going nowhere and British Airways (BA) vied 
with Singapore Airlines for the title of the 
world’s most profitable airline. This week 
BA’s share price slid close to £3 ($5), less than 
halfits level in the summer of 1998. The cause 
of the latest decline was an admission by a 
small, nimble rival, Virgin, that, like Ba, it 
was suffering from a price war over the At- 
lantic. Most analysts think that the French 
and German carriers are still enjoying good 
profits, whereas Ba is heading fora loss in the 
year ending next March of £100m-200m. 
Even more worryingly for BA, its rivals 
are pursuing expansionist strategies diamet- 
rically opposed to its own. Both are piling on 
capacity, revenue and profits; and Lufthansa 
is buying airline-service businesses, such as 
catering and ground-handling, with a view 





NEW YORK 


ONVENTION has always had it that 

defence is different. How could any- 
body else draw lessons from a business in 
which “strategy” means finding a more 
comfortable position to attach yourself to 
the overflowing Pentagon teat? Yet this 
week’s profit warning from Raytheon is 
something that should make all sorts of 
businesses sit up and reflect on the current 
mergers boom, which in America is on 
course to top last year’s record of 
$1.47 trillion. 
| Normally something of a lag- 
gard when it comes to industrial 
trends, the arms makers have, 
thanks to the end of the cold war, 
this time been among the paceset- 
ters. By 1998, an industry with 
around 15 or so firms had consoli- 
dated into one based around four 
main groups—-Boeing, Lockheed 
Martin, Northrop Grumman and 
Raytheon. The logic was impecca- 
ble. Other mergers might rest on 
theoretical synergies or technologi- 
cal breakthroughs: will Citibank’s invest- 
ment bankers get on with Salomon Smith 
Barney’s? can arar build a multimedia 
link to your home? But in defence, it was a 
simple matter of cutting costs, and pretty 
obvious ones at that. 

Or so it seemed. In fact these “easy” 
mergers have proved harder than people 





expected. Even if the synergies were clear, 
bonding two companies as vast as Boeing 
and McDonnell Douglas, say, has proved 
hard (there were scores of different com- 
puter systems to untangle). Indeed, inte- 
grating McDonnell is one reason why Boe- 
ing took its eye off its passenger-jet 
business, with disastrous results. Many 
people think the two halves of Lockheed 
Martin are still recognisably different; and 





Stuck on the runway 


the giant has had a string of problems, in- 
cluding delayed Pentagon contracts and 
failed satellite launches. 

Raytheon’s fall from grace is alarming 
because it has often been held up as the 
best-managed firm in the business. The 
firm, based in Lexington, Massachusetts, 
had won points for quickly consolidating 





to dominating that part of the aviation busi- 
ness. BA, by contrast, is retreating to its core 
activities. The problem is that the core looks 
pretty rotten. In the next few weeks the Ba 
board must vote on whether to maintain its 
dividend as a signal of its confidence, or cut 
the dividend to conserve cash. The credibil- 
ity of the chief executive, Bob Ayling, has 
been stretched since trouble hit a year ago. 
Whatever happened to the company that 
calls itself “the world’s favourite airline”? 

At the height of its prosperity in the 
mid-1990s, BA brought in an ambitious plan 
to cut £1 billion off its £8 billion annual costs. 
So far it has found savings of about £700m; it 
hopes to hack out the other £300m by March. 
A cull of 1,000 middle managers should lop a 
further £225m off costs. This was proclaimed 
asa precautionary measure to prepare Ba for 
the next downturn, when price competition 





its two main purchases, the defence busi- 
nesses of Hughes Electronics and Texas In- 
struments. Now its share price has fallen 
by nearly half on news that it is to takea | 
pre-tax charge of $668m and that its profits 
in 1999 and 2000 will be roughly half ana- 
lysts’ estimates. 

“We tried to do too much, too fast, giv- 
en the size of the task,” admits Daniel Burn- 
ham, the firm’s boss. “People were so busy 
working on the nuts and bolts of the inte- 
gration, that they failed to look back and 
see how the world was changing around 
us.” Having reduced its headcount by 
15,000 workers in the past two 
years, Raytheon is now knocking | 
out another 2,380, most of them 
in its defence-electronics busi- 
ness. 

That Raytheon has suffered 
from orders which haven’t been | 
signed as quickly as expected can 
partly be blamed on the defence 
business. But other problems, 
such as that in a consolidating in- 
dustry you can get into much 
bloodier price-fights with other 
now-larger companies, may not 
make pleasant reading for, say, 
shareholders in mci WorldCom (currently 
bidding $115 billion for its long-distance ri- 
val Sprint). They may also be horribly fa- 
miliar to managers trying to cope with 
deals that have already been completed. If 
even the defence business is struggling to 
make mergers work, what mismatches 
might other industries turn up? 
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was. bound to intensify. Ba also 
started to outsource as much as it 
could, getting rid of such services as 
engineering, rr and catering. Its 
bosses talked of “a virtual airline”, 
one that concentrated only on sell- 
ing seats and operating flights. Ana- 
lysts noted approvingly that Ba 
had been the first international air- 
line to emerge smiling from the 
1990-91 slump, thanks to similar 
promptaction. 

Yet despite all its hacking, Ba is 
in trouble. One side-effect of the 
cost-cutting was a labour dispute in 
the summer of 1997, when short-haul cabin 
crews went on strike to protest against 
changes in their working patterns. The dis- 
ruption lasted nearly a month, losing the air- 
line valuable business-class passengers. Low 
staff morale and indifferent service further 
tried the loyalty of these lucrative customers. 
Mr Ayling’s decision to replace the Union 
flag on sa tail-fins with ethnic art also went 
down badly with the pin-striped brigade; Ba 
is now putting a version of the flag back on 
again. Taken together, such things can dam- 
age a brand. 

BA has had other problems too. It mis- 
judged the regulatory opposition to its pro- 
posed merger with American Airlines; the 
plan eventually had to be dropped. In effect, 
Ba’s international strategy was stalled for 
three years as competitors streaked ahead. 
Although Ba, aa and a handful of other air- 
lines now have a global alliance, called 
oneworld, it is less well-established in the 
market than, say, Star (built around Lufth- 
ansa, United Airlines, sas and, from this 
week, All Nippon Airways), which has 
been going for two-and-a-half years. 

Closer to home, Ba’s forays into the 
continental European market via Deut- 
sche sa and Air Liberté in France are los- 
ing money. Its low-cost offshoot, Go, will 

- have a hard time breaking into profit, be- 
cause of competition from other start- 
ups such as Ryanair and 
EasyJet. These threats are 
hitting BA just as its most 
profitable market, Lon- 
don to America, has 
turned sour. Faced with a 
big fall in Asian business, 
many airlines switched 
their jumbos to the Atlantic, 
where previously they might 
have used smaller wide-bodies. 

The result has been a 25% rise in ca- 
pacity in the market from which Ba 
earns a big part of its profits, coming 
on top of'a slump in its other big mar- 
ket, Asia. 

The ensuing price war has cut reve- 
nues per seat over the Atlantic by about 
10% for the industry as a whole. For BA, the 
strength of sterling has hurt as well, mak- 
ing London an expensive destination for 
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seats, itcan be filled with premium 
and full-fare economy passengers. 
From shrinking the aircraft, it 
was but a small step to shrinking 
the airline. Last August Mr Ayling 
spelled out his intention to shift his 
focus gradually from cut-price lei- 
sure travellers to the premium pas- 
sengers from whom airlines make 
money. The route network will be 
pruned of unprofitable, short-haul 
services to free up slots for more 
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flights of smaller, 100-seater, short- 


“sat | haulaircraftsuchas the Airbus 318s 





travellers and reducing the value of Ba’s for- 
eign revenues. 

Ba’s cost-cutting was a tactical response 
to all this and to a much-predicted down- 
turn, but it was soon to lead, somewhat ser- 
endipitously, to a strategy. Two years ago it 
faced a £6 billion investment decision, as its 
ageing fleet of 30 big Boeing 747s and Dou- 
glas pc-10s was due for replacement. The en- 
suing analysis revealed that sa was selling as 
many as 100seats on every 400-seat jumboat 
prices well below average costs. According to 
Andrew Light of Salomon Smith Barney, an 
investment bank, it made sense to focus on 
profitable point-to-point business and full- 
fare economy traffic, rather than boost mar- 
ket share with transfer passengers flying on 
cheap tickets. Hence the decision to buy 
smaller wide-body jets for long-haul routes. 
The Boeing 777, being newer, is cheaper to 
run than the jumbo and, with around 300 














that sa ordered this week. For in- 
stance, BA will drop flights to Basle and in- 
stead market seats block-booked at whole- 
sale prices on Crossair, a Swiss airline. 


Danger ahead 


The risks in such a strategy start with the fear 
that Ba is handing business to its competi- 
tors, which will grow bigger and gain enough 
efficiency to maintain profits even with low- 
margin revenues. The other danger is that 
BA’s unit costs are sure to rise. Tim Coombs 
of Aviation Economics, a London-based 
consultancy, calculates that, even with cost 
savings, BA’s unit costs will rise by 7% from 
present levels. If profits are to regain their 
levels of the mid-1990s, its revenues need to 
rise by twice as much. This will not be easy 
with today’s overcapacity. Unless the sur- 
plus melts away over the Atlantic, Ba’s new 
strategy will not pay off. 

In contrast to BA’s retrenchment, Air 
France is adding capacity at a rate of 12% a 
year. Last year the French carrier flew toonly 
36 American cities; this year the number is 
162, boosted partly by new flights and partly 
by its alliances with Delta and Continental. 
Like Ba, it is switching from jumbos to 7778 
to focus on more frequent flights in smaller 
aircraft, always a lure to business travellers. 
This expansion has helped Air France to in- 

crease revenues on the Atlantic, against 
the trend. And it is cutting unit costs. 
To an extent, Air France is 
exploiting opportunities that 
it has neglected for years. But 
its prospects are helped by 
having a hub at Charles de 
Gaulle airport, where there is 
room for expansion after the 
opening of a third runway last 
spring. Unlike Heathrow or Amster- 
dam Schiphol, there is no strong local 
opposition to more flights. Indeed, the 
airport plans to overtake Heathrow in 
the next ten years. Already the number of 
international connecting flights has risen 
by 44% in the past year, as Air France has be- 
gun to connect the day’s long-haul and 
short-haul flights in six “waves”, which 
group arrivals and departures so as to short- 
en passengers’ transfer times. 

Air France’s strategy seems to be paying 

off. Even last year, before Ba ran into its re- 
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curring quarterly losses, the French carrier 
had caught up with it in terms of operating 
margin, though it trails Lufthansa (see chart 
on previous page). 

Did Ba have an alternative to its risky 
course? No, says one BA executive. “Not un- 
less we did what Rupert Murdoch did in the 
1980s, taking on the unions, moving the 
Times to Wapping and completely altering 
his cost base.” So, rather than trying to im- 
prove labour productivity further (up nearly 
60% since privatisation in 1987), BA wants to 
improve capital productivity with smaller 
jets, frequent services and a focus on premi- 
um traffic. This is what airlines in America 
did in the past ten years when they trimmed 
capacity, reinforced their hubs and drove up 
yields. Although Ba’s business class is weak, 
the airline is revamping it and introducing 
innovative bed-seats ahead of others. “BA 
has to rebuild its presence in the long-haul 
business, and the beds should do it,” says 
Chris Tarry, of Commerzbank in London. 

BA executives admit that they are “bet- 
ting everything” on the new strategy. Maybe 
BA is ahead of the game, and other airlines, 
including Air France and Lufthansa, are not 
ready for trouble ahead. Yet the danger is 
that business-class and full-economy fares 
keep falling, eroding the high margins on 
which Ba’s entire strategy is founded. If that 
happens, the world’s favourite airline could 
become the world’s shakiest. 

e 





E-commerce 


Deep blocking 


SAN FRANCISCO 


S THE leading online auction site, eBay 
should be a true believer in free mar- 
kets. But in recent weeks, the Silicon Valley 
company, which has almost 70% of the con- 
sumer Internet-auction market, has sound- 
ed like an indignant monopolist protecting 
its turf. It is trying to stop websites that allow 
users to search for products across a variety 
of online auction services from gaining ac- 
cess to its auction database. 

The issue sounds obscure. But its effects 
could be far-reaching. If the case goes to 
court, it could decide a big undecided legal 
question in cyberspace: whether websites 
can, without invitation, bypass revenue- 
generating pages packed with advertising 
and commercial offers. The outcome will in- 
fluence competition not just in the auction 
business, but also in other online markets 
that are vital to the Internet economy. 

So far, most disputes over such “deep 
linking” have been solved informally or 
with technological blocks. In February Tick- 
etmaster settled a two-year-old lawsuit 
against Microsoft, whose Sidewalk city 
guides linked direct to Ticketmaster's ticket- 
selling pages. More recently, Universal Stu- 


fleaBay 


dios insisted that a website called Movie-List 
stop linking to previews on Universal's site. 

Technically, the tussle between eBay and 
the “universal search” auction sites is some- 
what different. At AuctionWatch and Bid- 
der’s Edge, the leaders in this new field, users 
type in a term, such as “beanie babies” or 
“PowerBook”, which is automatically sub- 
mitted to the search engines of hundreds of 
auction sites. The services then list the ongo- 
ing auctions for those items. 

There are several reasons why eBay ob- 
jects to such “unauthorised intrusions”. 
They could bog down its computers and, in 
the case of Auction Watch, would deliver in- 
complete results, the firm argues. More im- 
portant, eBay considers most of the auction 
data to be its intellectual property—and the 
advertising-financed search sites to be little 
more than online parasites. 

Bidder’s Edge has yielded to eBay’s pres- 
sure and stopped searching its site, except 
when users explicitly tell it to do so. Auction- 
Watch is resisting, arguing that eBay’s data is 
in the public domain. On October 8th, eBay 
sent a letter to AuctionWatch demanding 
that it keep out. 

It is hard to know how a court would 
rule. Intellectual-property experts think that 
eBay will find it hard to persuade judges that 
it has a copyright on data such as auction 
prices or time left in an auction. But its claim 
that AuctionWatch unfairly profits from 
eBay’s investment could prove more suc- 
cessful. And the auction firm, which has a 
market value of $17.6 billion, has deeper 
pockets than the start-up if it comes toa long 
drawn-out legal battle. 

Yet if eBay prevails, customers could suf- 
fer. The pioneer of person-to-person online 
auctions benefits from strong network ef- 
fects in its market—as the biggest bidding 
site, it is much more attractive to both buyers 
and sellers than are competing services. Suc- 
cess reinforces success. Given such an ad- 
vantage, most analysts expect eBay to re- 
main the dominant auction site, even 
though it faces increasing competition from 





Amazon, Yahoo! and, most recently, a net- 
work of smaller auction sites organised by 
FairMarket. The universal search sites level 
the playing-field a bit. If these services catch 
on, sellers would, for example, no longer 
have to go to eBay to get the largest possible 
market for their wares, says Mike May, an 
analyst with Jupiter Communications, a 
high-tech consultancy. Interestingly, eBay 
does say it would let AuctionWatch search 
its site, if the firm pays for the data and lists it 
separately from other auctions. 

Other e-commerce firms might try to do 
the same. This would make life difficult for 
comparison-shopping sites, by stopping 
them from listing their prices alongside 
those of others. It would threaten one way in 
which web consumers can hope to get a bet- 
ter deal than their offline counterparts. 

Whether eBay can ultimately succeed is, 
however, questionable. A new technology is 
already on its way which it will be hard for 
eBay to stop either legally or technically. The 
new operating system from Apple, a com- 
puter maker, due out on October 23rd, will 
include a nifty piece of software that elimi- 
nates the need for deep-linking websites, by 
allowing individual users to search for items 
across most e-commerce and auction sites. If 
eBay wins a court victory, it is likely to be 
both temporary and incomplete. 





Satellite broadcasting in Asia 


Earth-bound 


HONG KONG 


UPERT MURDOCH must rue the day in 

1993 when he proclaimed that satellite 
technology was “an unambiguous threat to 
totalitarian regimes everywhere.” Aside 
from the unfortunate effect on Mr Mur- 
doch’s own Asian broadcast ambitions—an 
alarmed China promptly banned consumer 
satellite dishes—that bold quote also 
marked a peak of misdirected pride. Seven 
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years on, the- satellite- 
broadcasting industry in 
Asia. is in a sorry state. 
Prone to self-censorship, 
loss-making and strug- 
gling to reach consumers, 
Asian satellite broadcast- 
ers have scaled back their 
ambitions. As it turned 
out, the real weapon 
against totalitarianism has 
proved to be the Internet: 
the threat from satellite 
technology was more to 
Asian broadcasters them- 
selves. 

Although Asia’s financial crisis did 
much to end the region’s satellite boom, it 
was only the worst ina series of setbacks, The 
two biggest potential markets, China and In- 
dia, have stayed closed to direct-to-home 
(pru) broadcasting and the subscription 
revenues that go with it. Instead, foreign me- 
dia firms, such as Mr Murdoch’s Starrv and 
Time Warner's cnn, have had to supply pro- 
gramming (often for nothing) to domestic ca- 
ble-rv companies, hotels and whatever ille- 
gal dishes may be out there, leaving advert- 
ising as their only real source of revenue. 

Hopes that Asians would fall for import- 
ed American programming faded when 
more expensive, locally produced shows 
proved popular. “pru has been a big disap- 
pointment,” says Hani Abuali, of Donald- 
son, Lufkin & Jenrette, an investment bank. 

Disappointment on the ground has also 
meant oversupply in the skies. Television 
broadcasting accounts for about 70% of sat- 
ellite capacity in Asia (most of the rest is for 
telecoms). Satellites ordered in the heady 
mid-1990s reached orbit on the eve of the 
Asian crisis, leading to a glut in capacity that 
is now at its peak. Prices for one c-band tran- 
sponder (a type often used for television) 
have fallen to less than $ım a year, down 
from a peak last year of around $3.5m. New- 
er satellites often use only a small fraction of 
their capacity. Last week Apt Satellite, a Chi- 
nese-owned firm, leased a satellite that was 
only 30% used to America’s Loral. 

Amid the gloom, however, some detect a 
glimmer of hope. Their rallying call is data, 
not prH. The same transponders originally 
meant for prH television broadcasting can 
just as easily pump out Yahoo!, cNN.com or 
any other web offerings. They have enough 
capacity to handle the fanciest multimedia 
video or sound, and they can reach even re- 
mote Indonesian islands or rural China. 

So, the bulls are returning to the industry. 
Today’s consumers use the Internet in their 
own particular way for e-mail, web-surfing 
and so on, but, the bulls argue, tomorrow’s 
will think of it more as a form of interactive 
television, with many people watching the 
same material. If enough people have 
CNN.com, say, showing on their web-en- 
abled set-top boxes, the channel can be dis- 
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tributed in new ways. Sat- 
ellites could send the data 
to local Internet-service 
providers, which “cache” 
it temporarily on their 
own servers; or consumers 
could get it straight from 
their own satellite dishes. 
“For  point-to-multi- 
point distribution, nothing 
beats satellites,” says Mr 
Abuali. Indeed, Hong 
Kong’s Richard Li, the son 
of one of the city’s richest 
tycoons, Li Ka-shing, and 
founder of Starrv (he later 
sold it to Mr Murdoch), has a new venture 
with Intel, called Pacific Century Cyber- 
Works, that is aimed at just this market. The 
number of satellite launches is rising again, 
with 12 or so expected in 2000, nearly as 
many asin the boom years before the crisis. 
Problem solved? Not quite. Although de- 
mand for data delivered by satellite is in- 
deed picking up in Asia, itis mostly for inter- 
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nal corporate use. The idea of a big consumer 
Internet market is still just an optimistic bet. 
In America, Hughes has been trying to sell a 
ptH-based Internet service, called Direcrc, 
for more than four years with little success, 
despite having a market that is far more re- 
ceptive to home satellite services. Asia’s poor 
terrestrial telecoms infrastructure and many 
inaccessible islands make it a natural market 
for satellite services, but islanders and Jakar- 
ta slum-dwellers cannot easily afford a pc or 
a set-top box, to say nothing ofa satellite dish 
plus monthly subscription. 

Despite the increasing number of 
launches, some large suppliers say that there 
are almost no orders for new satellites in 
Asia. Most of those that are being launched 
were ordered before the crisis and put into 
storage. They are flying now because it is 
more expensive to leave them on the ground 
for long. Satellite operators are still reluctant 
to spend new money. It will be quite a while 
yet before tycoons talk again about toppling 
nations with tin in space. 
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N 1993 Sony and Philips dreamed up a 

clever way to record video on compact 
discs, a technology they called vco. 
Cheap, digital and convenient, veps 
seemed a winner. Yet the idea disap- 
peared without trace, smothered by the 
pvp standard that arrived three years lat- 
er and had both greater capacity and a 
better picture. In China, Taiwan, Hong 
Kong and much of South-East Asia, how- 
ever, veps lived on, outselling vcrs or any 
other kind of video player. The reason was 


is all ending in tears. 

At the beginning of this year, the first 
cheap pvp players came on sale, for just 
over $200, compared with about $140 for 
vcp players. The vco market, which was 
already in decline, promptly collapsed. In 
frantic selling, the price of vco players fell 
to less than $40. In the past year, an esti- 
mated 200 of those 500 Chinese manu- 
facturers have gone bankrupt. 

The remainder have attempted all 
sorts of tricks. Six of the biggest makers 








video piracy. Unlike ana- 
logue videotapes, digital 
vcp copies are as good as 
the original—and they can 
be produced by the mil- 
lions, By 1998 China alone 
had 500 manufacturers, 
making a total of 20m vcp 
players a year. 
Although the vcp busi- 
| ness grew fast, it also suf- | 
fered from many of the fail- z 
ings that plague the rest of | 
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American technology that 
allows near-pvp quality on 
cps; but then a rival group 
got the government to en- 
dorse another technology 
called svcn instead. A third 
group combined record- 
able cps with vco technol- 
ogy, calling the resulting 
concoction “CD-VCR”. 
Consumers are baffled. 
Those whocan afford to are 


if 
tried to shift to cvp, an | 











Chinese industry. The busi- 

ness was strictly about making copies, 
with one company after another putting 
the same cheap components in boxes 
(many illegally emblazoned with the 
logos of well-known consumer brands), 
simply because the factory down the road 
had done so and made a fortune. Last year 
there was enough capacity to meet de- 
mand twice over, and still firms rushed to 
enter the market. Now, unsurprisingly, it 





buying pvp machines; 
poorer consumers are settling for svcps; 
and the poorest of all are picking up veps | 
for a song. The only winners are the pi- 
rates, because all these devices can play 
vcps. Viewers may find it hard to tell be- 
tween them. Because many of the coun- 
terfeit films on the market were taken by 
shaky camcorders in a cinema, the film | 
quality is pretty much the same whatever 
machine they are played on. 
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Steel 


Growing pains 


For 30 years Nucor has been defying the steel muay s way of doing things. Is 


it about to give up? 


HEN Wall Street collapsed in 1929, 

John Pierpont Morgan famously 
strode into the market to buy shares of us 
Steel, America’s biggest steel company. 
When the next stockmarket collapse comes, 
anyone seeking to imitate his act of defiance 
will look to Nucor. That is because this ob- 
scure firm from North Carolina is about to 
become America’s largest steel company, 

Nucor’s rise owes much to Ken Iverson, 
the plain-speaking engineer who led the 
company for three decades. Mr Iverson mas- 
terminded the firm’s transformation from a 
small producer of low-grade steel into a low- 
cost juggernaut with some tom tonnes in 
output and $4 billion a year in sales. 

He achieved this by placing two bets that 
enabled him to outmanoeuvre established 
firms (chief among them us Steel). One was 
on a flexible, low-cost technology known as 
minimills; the other was on decentralised, 
non-union plants situated away from the 
large cities. Big firms with blast furnaces long 
maintained that minimills could produce 
only the lowest grades of steel; but, thanks to 
Mr Iverson’s persistence and investment, 
Nucor today produces almost every grade of 
steel, except for the type used in cars. 

Yet, despite their success, both Mr Iver- 
son and John Correnti, his hand-picked suc- 
cessor, have recently been unceremoniously 
booted out by Nucor’s board of directors. 
Egos and ambitions played a role, 


One concern raised by Mr Aycock’s new 
layer of management is that the firm could 
eventually become top heavy, just like the 
rest of the steel industry. The American steel 
market has always been a surprisingly local 
business;even now, much of America’s steel 
is sold within 100 miles (160km) of the plant 
that produces it. That is why Nucor’s decen- 
tralised style has given it such an edge over 
what many call the “command-and-con- 
trol” approach of integrated steel makers. Mr 
Iverson - explains how pushing decisions 
down to the plant level and giving every em- 
ployee profit or production incentives has 
cut costs by allowing Nucor flexibility in 
procurement and in its product mix. 

Some also worry about Mr Aycock’s 
thoughts of setting up plants overseas. He 
says he has his eye on South America and 
Asia, so as to serve both local markets and 
the United States. “Nucor does not have togo 
overseas,” insists Mr Iverson, who worries 
that the firm’s culture will be difficult to ex- 
port. “The company can continue to grow 
rapidly within the domestic market.” Mr Ay- 
cock concedes that it will not be easy to go 
abroad, though he thinks local partners will 
help. But to be international is important, he 
says: “Steel is not just a local market any 
more, and our product must be global.” 

At first sight the idea about blast fur- 
naces is even more of a departure. For 30 
years, Nucor has run 





but the main reason for their ejec- 
tion was that the current boss, Da- 
vid Aycock, thought it was time for 
a shift in strategy. Since last year, 
the firm’s financial performance 
has been poor (see chart). The 
Asian economic crisis is partly to 
blame: cheap imports of steel into 







rings around the firms 
that made steel using 





America forced a price drop last 
year that hurt all domestic produc- 
ers. But some worry that there may 
be more to Nucor’s ills than that. 
There are signs that the new manage- 
ment is tinkering with the firm’s successful 
approach to making steel. Mr Aycock, a Nu- 
cor veteran who led the boardroom coup 
against Mr Iverson, has just added a layer of 
management at headquarters, something 
Mr Iverson always resisted. He now talks of 
expanding overseas. He even utters what 
seems like heresy: he wants to build a blast 
furnace, the very symbol of old, integrated 
steel making. The key to Nucor’s success, says 
Lou Pahountis of Andersen Consulting, has 
been in “serving niche markets in the lowest- 
cost fashion...and now I smell a deviation 
from that.” What in the world is going on ? 
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The heat is on 








these inflexible, capital-intensive pieces. of 
heavy-industrial machinery. Yet Mr Aycock 
says the blast furnace can deal with a weak- 
ness that could become critical.as the firm 
grows. Unlike integrated firms, which use pig 
iron produced by blast furnaces, minimills 
rely mostly on scrap metal. According to Mr 
Aycock, a blast furnace can diminish the 
firm’s reliance on the notoriously fickle scrap 
market. 

Mr Aycock insists that “it is a terrible 
misconception that integrated firms have to 
stay ‘integrated’, and minimills must stay 
‘mini’.” Yet such words chill old Nucor lags. 
When Mr Aycock talks of growth, he leaves 
the door open for acquisitions. Mr Iverson 
set up plants from scratch. The new bosses at 
Nucor also want to expand, in time, beyond 
steel, the firm’s base, to “other manufactur- 
ing areas where the Nucor model will work.” 


Bigger and better? 


Mr Aycock wants to keep stoking growth: he 
claims that over the next five years, Nucor 
can increase its output by half, to 15m-16m 
tonnes, while delivering annual growth in 
earnings per share of 10-15%. To achieve this, 
he wants to add institutions and practices so 
that its bosses are not perpetually flying by 
the seat of their pants—something that even 
Mr Iverson admits was a weakness. 

“Our size”, insists Mr Aycock, “means 
the boss simply can’t know everything that 
goes on.” He has decreed that each top exec- 
utive must have no more than seven plant 
managers reporting to him. In the past, the 
number reporting to Mr Iverson had grown 
to more than 20. He reckons this will mean 
better oversight and monitoring of costs. It 
may also provide a broader base of talent to 
succeed him. In a jibe at Mr Iverson, who is 
now 73, he says the firm will soon put in 
place a mandatory retirement age for its 
boss, of somewhere between 63 and 67. Mr 
Aycock, who is himself 68, promises to retire 
within the next three years. 

There is clearly some sense in what Mr 
Aycock says. However, there is also a big 
danger that, by admitting that Nucor needs 
to make all these “investments”, the firm 
sheds its distinctive low-cost discipline. 
Whatever Mr Aycock intends, the effect of 
his changes could be to make Nucor seem 
more like an integrated steel maker. In the 
past, the firm’s very identity has been based 
on its eschewing the methods of the old steel 
makers—even when they said it could not be 
done. As Andersen’s Mr Pahountis notes, 
“the real difference between minimills and 
the integrated firms is alot more than just the 
unions or the asset base: it is the business 
mentality.” It is a tribute to the effectiveness 
of that mentality that, over the years, so 
many big integrated firm have tried to copy 
Nucor’s methods by setting up their own 
minimills. And it is a warning to Mr Aycock 
that they have failed. 
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MINISTRY OF THE ECONOMY AND FINANCE 
TECHNICAL COMMISSION FOR 
PRIVATISATION AND LIQUIDATIONS 


PRIVATISATION OF THE NATIONAL ELECTRICITY COMPANY 
OF CAMEROON (SONEL) 


INVITATION FOR EXPRE 
INTEREST 


IONS OF 


As a central part of the reform of the electricity sector, the 
Government of the Republic of Cameroon has decided to privatise 
the National Electricity Utility (Société Nationale 
d'Electricité-SONEL). 


The electricity sector reform is intended to improve quality, 
coverage and efficiency, through the promotion of private 
investment and operations in the sector. SONEL is currently 
responsible for production, transmission, distribution, and sale of 
electricity throughout Cameroon. It currently serves approx. 
430,000 subscribers, has an installed capacity of over 800 MW, 
and produces around 3100 GWh annually, of which 99% is of 
hydroelectric origin. 


The Government of Cameroon has decided to cede 51% of the 
share capital of SONEL to a strategic partner with appropriate 
experience in the main sector activities. The Government also 
intends to reserve a portion of the capital for SONEL employees, 
and another portion for private citizens and/or Cameroonian 
institutional investors. 


The Government of Cameroon has retained the International 
Finance Corporation as its Lead Adviser for the implementation of 
SONEL's privatisation. 


Interested investors are invited to request a copy of the 
Information Notice, from one of the addresses below, by fax, 
telephone or e-mail. A Confidentiality Agreement will immediately 
be sent together with the Information Notice. 


In order subsequently to be eligible to submit for prequalif-ication, 
investors will be required to return the signed Confidentiality 
Agreement and the associated fee. The detailed Information 
Memorandum for the transaction and the Procedure Letter 
describing the prequalification criteria will be available to be sent 
out, on receipt of these, starting Monday 18th October 1999. It 
should be noted that the deadline for the reception of formal 


submissions for prequalification is Monday 15th November 1999. 


Requests for information should be made through the following 
channels: 


Technical Commission for Privatisation & Liquidations 
Mr. Aminou BASSORO 

9th Floor, SNI Building - Yaoundé, Cameroon 

Tel: (237) 23 97 50 - Fax: (237) 23 51 08 


International Finance Corporation 

Attn: Messrs Kéba Keinde / David Donaldson / Ms. Imane Akalay 
2121 Pennsylvania Avenue N.W., Washington DC 20433, USA 
Tel: (1) 202 458 8050 / (1) 202 473 3979 / (1) 202 458 8305 
Fax: (1) 202 974 4327 / 4328 / 4329 

E-mail: Kkeinde @ ifc.org, Ddonaldson @itc.org, / lakalay @ifc.org 


For the Minister of State in charge of Economy and Finance 
Le Ministre délégué, Pr. Jean Marie Gankou 








“| want a 


low risk, 
high return 


investment” 


You're holding money offshore. And you're wondering whether it could be 
bringing you greater rewards - if only you had a detailed knowledge of investment 
products. Well, what if we told you that you don’t need it? All you need is an 
exceptional idea. Like Standard Chartered'’s Money Market Fund. 

The Money Market Fund can bring you higher returns than a Fixed Term 
Deposit Account, combined with a low level of risk. It's AAA rated, which means it's 
of the highest quality - and very secure. It also has the advantage of flexibility: you 
can top up your investment whenever you like, and if you want access to your 
money, you can withdraw whatever you need at short notice. 

The structure of the Fund is simple. Your capital is pooled with other investors’ 
money to make one large mutual fund. This is then invested in the international 
money markets by our highly experienced investment management team. 

To enjoy all these advantages, simply open a Standard Chartered Call 
Deposit Account with as little as £10, and make a minimum investment of £10,000 
or $25,000 into the Fund. 

The Standard Chartered Money Market Fund is just one of a whole bank of 
ideas, created by a Bank of Ideas, in response to the needs of our customers. 

For more information about the Money Market Fund and our other 
investment products, please post or fax us the coupon below or call us on 
Jersey +44 (0) 1534 507001. 


A “You need 
> abanko 
ideas’ 


Standard Chartered Bank (Cl) Limited is incorporated in Jersey and is regulated in terms of the Banking 
(Jersey) Law 1991. it has its registered office and principal place of business at Standard OaS POME Housa, 
Conway Street, St Heller, Jersey, Channel Isiands JE4 8PY. The paid up capital and reserves of Standard 
Chartered Bank (Cl) Limited exceed £61 milhon. Copes of its audited accounts are available on request. Deposits 
made with the office of Standard Chartered Bank (Cl) Limited in Jersey are not covered by the Deposit Protection 
Scheme under the United Kingdom Banking Act 1987. Jersey & not part ot the United Kingdom 
The marketing and sale of products or services described in this advertisement may not be permitted in some 
on Persons who are resident or domiciled in counties where fiscal or exchange control regulations may impinge 
on foreign or olfshore investment shoul seek local legal and/or professional advice before proceeding. This 
advertisement does not constitute an offer, invitation or solicitation in respect ot the products or services desorbed 
herein to persons resident in, Or nationats of, Countries where local law or requistion does not permit ther marketing or 
sale and may NOt be circulated where to do So would amount to an infringemert of local taws or regulations. 


To Mrs Noreen Le Comu, Standard Chartered Bank (Cf) Limited, PO Box 830, Conway Street, 
St Helier, Jersey JE4 OUF, Channel Islands. Tel: +44 (0) 1534 507001. Fax: +44 (0) 1534 507112. 


Please let me have: 

A better idea of the Standard Chartered Money Market Fund” 5 | 
Manun mueamnernt of {10,000 > $25,000 

An idea of your other investment products (m | 
A copy of your free booklet ‘The Do's and Don'ts of Oifshore Banking 


How much capital are you considering investing? 
£10,000 - £25,000 [L] £25,000 - £50,000[,J £50,000 - £100,000] Over £100,000 LJ 
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The termite hunter 


Teten Masduki has been fighting Indonesian corruption. But how do you 
eradicate a pest that is all around you? 


N OCTOBER uth Teten Masduki suf- 

fered a reverse. The Indonesian govern- 
ment led by President BJ. Habibie an- 
nounced that, for lack of evidence, it was 
dropping a corruption probe into former 
President Suharto. However, the reprieve 
may be only temporary. Thatis largely thanks 
to corruption-fighters such as Mr Teten. A 
new, freely elected, assembly chooses the 
next presidenton October 2oth, and Mr Habi- 
bie’s own chances of retaining office have 
been devastated by fresh scandals exposed 
on his own watch. Under a new president 
with fewer people to protect, Mr Teten could 
really come into his own. 

As head of Indonesia Corruption Watch 
(1cw), an independent body set up in June 
1998, a month after Mr Suharto fell, Mr Teten 
has been hounding Mr Habibie’s govern- 
ment. 1cw has helped to investigate and pub- 
licise 22 big corruption scandals, including bribery allegations that 
led to the resignation of Andi Ghalib, the attorney-general. Inves- 
tors’ confidence in Indonesia was rocked by a case in the summer, 
in which Bank Bali funnelled 546 billion rupiah ($65m) to a firm 
linked to the ruling Golkar party (see chart). 1cw has in the works 
several more big investigations that Mr Teten hopes to unveil in the 
next few months. 

Most Indonesian corruption is on a pettier scale, but Mr Teten 
likens it to an infestation of termites. Many cases may seem rela- 
tively harmless, he says, but because they pervade Indonesian life, 
they eat away at the structure of society. In an effort to set an exam- 
ple, 1cw’s office in Jakarta has been labelled a “No Corruption 
Zone”. That means avoiding not only such obvious No-Nos as the 
car that Mr Teten was offered by a businessman he investigated, 
but also routine examples. Because it is unwilling to pay “fees”, for 
instance, 1cw has been operating without any licences or building 
permits:a practice that Mr Teten calls “working offline”. 

Mr Teten began his crusade when he was working as a labour 
activist in the early 1990s. After graduating from a teacher-training 
college in Bandung, and taking a job as a science and maths teach- 
er, he began to work with a human-rights group, in his spare time, 
in the late 1980s. That took Mr Teten to Tangerang, an industrial 
town near Jakarta, where he saw squalor he had never encoun- 
tered in the rural village he grew up in. 

He concluded that corruption was a big part of the workers’ 
problems. Although wages accounted for 








such as Mr Teten the opening they needed. 
After exposing several cases, he dropped his 
biggest bombshell last May, when he pro- 
duced evidence—provided by an unidenti- 
fied source—that Mr Ghalib had received 
payments from prominent businessmen. 

Mr Ghalib was already under fire for the 
feeble investigation of Mr Suharto. When Mr 
Teten’s group made its accusations, Mr Ghalib 
claimed that he had received the money in 
his capacity as head of Indonesia's wrestling 
federation. But Mr Teten continued to release 
more information, and Mr Ghalib eventually 
stepped down. The case has not been fol- 
lowed up by Mr Habibie’s government, once 
again for “lack of evidence”, but it drew atten- 
tion both to the peculiar predilection of Indo- 
nesian officials for chairing athletic organisa- 
tions and to the flimsiness of the Habibie 
government's Suharto investigation. 

The Ghalib case, however, raised some awkward questions 
about whoexactly helped to bring the man down—and whether it 
might be someone powerful and corrupt. Such associations are a 
hazard for Mr Teten, but he believes that they are worth the risks. If 
the goal is to expose high-level corruption, he says, then “what 
matters is whether the data are true”. 





Topdown 
Mr Teten has found it harder to overcome three more practical ob- 
stacles. The first is the justice system. Government prosecutors are 
slow to pursue allegations, and neither Mr Habibie nor the outgo- 
ing assembly has held them to account for this. Moreover, Indone- 
sian judges are poorly trained, poorly paid, and in some cases easi- 
ly bought. Second, Mr Teten lacks resources. At present 1cw is 
operating on a budget of 500m rupiah provided by Indonesia’s Le- 
gal Aid Foundation, a respected non-governmental organisation 
that is itself partly funded by grants from overseas. 1cw’s ten full- 
time staff and five volunteers have been able to investigate only 1% 
of the almost 3,000 cases that have crossed their desks. The third 
problem, says Mr Teten, is the attitude of many Indonesians, who 
he says are still too willing to tolerate corruption. “We have a pro- 
blem with the people,” he says. “They are not really anti-corrup- 
tion, because the rich and corrupt still have high status.” 

Mr Teten hopes that he can tackle all three problems through 
what he calls “shock therapy”. By concentrating his efforts on 
prominent public officials or corrupt pub- 








only 10% of firms’ overheads, “invisible 
costs” often ran to three times as much. 
Partly because entrepreneurs thus found 
it hard to set up in business, monopolists 
kept a grip on the workforce. Mr Teten 
continued to work as a labour activist, 
helping arrange an 18,000-strong strike at a 
factory owned by Gajah Tunggal, an In- 
donesian conglomerate. When Mr Suhar- 
to’s police came looking for him, Mr Teten 
fled for several months to Tunisia. 

Mr Suharto’s fall left his successor in a 
weak position, and that gave activists 
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lic services, he hopes that he can create 
popular disgust with the current system. 
The idea is to make the best use of his 
scarce resources, battle against apathy, 
and generate a stronger enthusiasm for 
the rule of law. 

Following the Bank Bali scandal, the 
IMF has put huge pressure on Indonesia to 
clean up public life. Ultimately though, 
only Indonesians themselves can eradi- 
cate corruption. Mr Teten wants to start at 
the top. Will the new Indonesian presi- 
dent give him the chance? 
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Thanks to a well-considered strategy of 
expansion and diversification, ABX LOGISTICS is 
now one of the 10 most important logistics 
providers in the world. That systematic growth 
is characteristic of ABX LOGISTICS’ policy to 
build a reliable and efficient worldwide part- 
nership with all its customers, tirelessly and 
brick. by brick. That strategy is 
now bearing fruit. The solid 
structure, the many-branched 
network and extremely high 
quality standards in the field 
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among ABX LOGISTICS customers all over the 
world. The concept of one-stop-shopping 
saves our customers a lot of time, energy 
and thus money. ABX LOGISTICS unites the — 
best under one roof in the field of air & sea, 
logistics and road services, always a step- 
ahead of the developments. in the world of 
transport and logistics. With great 
enthusiasm and far-reaching 
ambition we are building 
strongest and most re 
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Trust The Economist Diary 


to keep you informed. 





-With over 170 pages of information and maps, 
The Economist Desk Diary can be relied upon 
= to give you the facts and figures you need. 
World-wide data on topics such as finance, 
trade, politics and travel sits alongside an 
extensive map section featuring street plans 
of the major city centres and a comprehensive 
atlas. All information is clearly indexed, giving 
a quick and easy point of reference for any 
= international business executive. 

The diary section is equally well- 
planned. It begins on November Ist 
1999 to aid forward planning and 
each week-to-view double page is 
clearly laid out to make organising your 
time as easy as possible. 

Its practical value, however, is only half of the 
appeal of our Desk Diary - to many, the 
definitive diary since its origin in 1949. Hand- 
bound in finest leather, the diary can be 
goldblocked with your initials if you choose and 
is as handsome as it is useful. 

The Economist Wallet Diary and our slimmer 
Pocket Diary are excellent companions to 
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our Desk Diary for when you are out of 
the office. In week-to-view formats, both are 
bound in fine leather and feature selected 
information sections. 

If you would like to stay informed throughout 
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The trader’s lament 


NEW YORK AND LONDON 


Investment banks say they want to reduce the risks they are taking. This poses 


as many problems as it solves 


WAGGERING and arrogant: the Wall 

Street trader of legend, a master of the 
universe who bets on bonds, currencies or 
whatever else he fancies, was never the most 
attractive of species. So few tears will be shed 
that it is a dying breed. For dying it seems to 
be: over the past year, most big investment 
banks have sharply cut back or even closed 
their proprietary-trading desks, which punt 
the firm’s capital. “There are still proprietary 
trading desks, but they are like chicken soup 
made out of the shadows of chickens,” says 
one analyst. 

Salomon Smith Barney, which, as Salo- 
mon Brothers (before it became part of Trav- 
elers, an insurance company, and now part 
of Citigroup), once epitomised the bond- 
trading culture, closed its American 
fixed-income arbitrage operation last year 
and concentrated what was left of the busi- 
ness in London. Now itis about to pull outof 
proprietary trading altogether. Sources in the 
firm say it has been told to close all its posi- 
tions by the end of the year. 

Although the transformation of Salo- 
mon may be the most dramatic, other in- 
vestment banks are moving in the same dir- 
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ection. Not that they are eschewing trading 
entirely: they still need traders to provide 
liquidity to clients. And the line between 
making markets for clients and proprietary 
trading is fiendishly difficult to draw. Even 
bog-standard market-makers take risks, al- 
beit smaller ones, just as do their more exalt- 
ed (and higher-paid) proprietary-trading 
brethren. But save for one or two holdouts 
(“Trading is an important part of our busi- 
ness and fits well with our investment-bank- 
ing activities,” says John Thain, Goldman 
Sachs’s co-president), invest- 
ment banks seem anxious to | 
take much less risk than they | 
once did. | 
Part of the reason for this : 

| 

f 
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is short-term. Millennium- 
bug worries have led banks to 
cut their exposures for fear 
that financing their positions 
over year-end could be hard. 
But there are deeper reasons 
for the banks’ new aversion 
to punting. A combination of 
shareholder sniffiness (in- 
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at a huge discount to the market as a whole), 
some heavy losses in recent years, and the 
threats posed by technology, mean that bet- 
ting the firm’s capital is becoming ever more 
unappealing. Periodic growls about tighter 
regulation of risk positions also play a part. 

Take, for example, J.P. Morgan, a bank 
that once relied on trading for most of its pro- 
fits. In the mid-1990s almost 60% of the firm’s 
pre-tax profit came from such activities; 
since 1998 only a fifth has done. Credit Suisse 
First Boston, Warburg Dillon Read and Mer- 
rill Lynch:all have, of late, curtailed their reli- 
ance on trading in favour of fee-based in- 
come such as advice on mergers, which are 
booming (see chart). 

There was once a good rationale for in- 
vestment banks to think that they might 
have an edge over other investors in the mar- 
kets. They were paid to transfer risks from 
one client to another. And since they were 
the conduits through which this business 
passed, the information helped to give their 
smart, tech-savvy traders an edge. Chinese 
walls or no, itis no accident that most propri- 
etary-trading desks are placed in the middle 
of the trading floor. 

But the rationale has lost its force. Ad- 
vances in technology have made informa- 
tion more freely available and have remorse- 
lessly reduced spreads (the differences 
between buy and sell prices). Yet the risks in- 
volved in trading have not fallen—rather the 
opposite. “On a risk-adjusted basis these 
businesses stink,” says one insider. This has 
been brought home many times in recent 
years, from the bond-market crash in 1994, to 
the turmoil in financial markets sparked by 
Russia’s default last year, to the dramatic 
widening of credit spreads in America this 
year. The danger of being caught on the hop 
by extreme moves in financial markets 
seems, if anything, to have risen. 

Nor, for all the supposed advances in 
risk-management techniques, has banks’ 
ability to cope with such moves got much 
better. Anyone that relied on so-called value- 
at-risk models, which pur- 
port to show how much a 
firm could lose over a certain 
period, has been crucified. 
That is why these models 
have been supplemented 
with “scenario testing’, in 
which risk managers try to 
imagine the worst that could 
happen to their bank’s posi- 
tions. But the limit to such an 
approach lies in the imagina- 
tion—almost nobody dreamt 
of what happened to Long- 
Term Capital Management, 
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the hedge fund that nearly went under last 
autumn. Investment banks are no longer as 
confidentas they once were of their ability to 
control trading risks. 

Better, then, to take fewer of them—or, at 
least, to seem to do so. One way to do that is 
to.outsource proprietary trading to a hedge 
fund, Although still risky (think, for exam- 
ple, of uss’s $704m losses last year from its 
investment in rcm), this strategy has sever- 
al advantages. It avoids the huge internal pay 
gap between high-flying proprietary traders 
and the rest. And it shifts exposure off the 
balance sheet, so that shareholders are left 
less aware how much risk their bank is tak- 
ing. Salomon Smith Barney seems to be pur- 
suing this route. Although the firm says that 
nothing has been decided, sources say that 
its proprietary traders plan to set up a hedge 
fund in which Citigroup will invest $650m 
(though it will not own any of the fund). 


A better banking model 


None of this means that investment banks 
will get out of trading completely. But they 
have been trying hard to expand their other, 
fee-earning businesses, such as asset man- 
agement and investment banking. In es- 
sence, investment banks that once focused 
on transactions are now trying to attract cli- 
ents instead. “The battle is over clients. {don’t 
see anyone saying that the best model for an 
investment bank is Long-Term Capital Man- 
agement,” says the boss of one big invest- 
ment bank. 

Unfortunately, there is a scarcity of in- 
vestment bankers and good analysts—espe- 
cially in such hot areas as telecoms and the 
Internet. The result is that investment banks 
are falling over themselves to pinch teams 
from rivals. And the costs of doing so—or of 
paying to keep analysts that have been of- 
fered jobs elsewhere—have rocketed. The 
bosses of twoof the biggest firms reckon that 
the cost of keeping their top research people 
has risen by roughly 40% this year. 

Two probable results will flow from this. 
The first is that, since only a handful of 
firms—notably Merrill Lynch, Goldman 
Sachs, Morgan Stanley Dean Witter, CSFB, 
and J.P. Morgan—handle most equity and 
M&A business, they will be able to afford to 
pay more for their analysts.That suggests 
more consolidation in an industry that has 
already become markedly concentrated. 

The second is that analysts’ conflicts of 
interest, already sharp, will become sharper 
still. For all the claims that an analyst’s worth 
lies in investors’ perceptions of his indepen- 
dence, few are ever brave enough to put outa 
sell recommendation on a firm with which 
their bank does investment-banking busi- 
ness. Take the example of the oils team 
poached by Goldman Sachs from Schroders 
in London earlier this year. It had seemed ir- 
redeemably gloomy about the prospects for 
Repsol, a Spanish oil company. Two weeks 
before it left to join Goldman, the team sud- 
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denly became bullish. Oddly, Goldman ad- 
vised Repsol in its takeover of ype, an Argen- 
tine oil company, soon afterwards. 

The risk is that, when the good times 
come to an end—and markets have looked 
distinctly wobbly of late—investment banks 
will find themselves stuck with lots of ex- 
pensive analysts and investment bankers, 
and shrinking revenues from asset-manage- 
ment. With all those mouths to feed, they 
may feel tempted to start punting again— 
and traders could regain their old swagger. 


Gold hedging 
Bugs 


VIDENTLY pleased with his country’s 

strength in risk management, Ghana’s fi- 
nance minister was eager to share lessons 
learned from Ashanti Goldfields, one of Af- 
rica’s largest gold producers, in which Gha- 
na’s government has a 20% stake. “Ashanti 
shows that even ifa country is not rated AAA 
or AA, its commodity producers can still 
hedge successfully,” Kwame Peprah told a 
seminar at the World Bank meetings in 
Washington, pc, on September 26th. Ahem. 

On the same day European central 
banks announced a five-year moratorium 
on new sales of gold from their reserves. Part- 
ly as a result, but also because many invest- 
ment funds had sold short gold and needed 
to buy it back in hurry, the price of gold has 
shot up (see chart). You might expect this to 
benefit companies that dig the stuff out of 
the ground. Unfortunately, the ones that had 
hedged their positions had bet that the price 
of gold would go only one way—down. 

So it was with Ashanti. Less than two 
weeks after the finance minister’s hubris, 
Ashanti revealed that it had racked up a 
$570m loss on its hedging. Almost half of this 
is owed immediately to creditors. Ashanti’s 
shares plunged. On October 12th, Lonmin, 
another gold producer and a minority share- 
holder, bid for thecompany—though the bid 
may fail now that Ghana’s energy minister, 
who supported it, has been sacked. 

Speculation swirls over other firms that 
might be in trouble. Shares in other active 
hedgers, who have committed to sell gold at 
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lower prices than can be fetched now, such 
as Cambior,a Canadian producer, have also 
dropped sharply. When South Africa’s 
AngloGold bid this week for Australia’s Aca- 
cia, both parties were quick to deny that 
hedging problems were driving the deal. 

What has gone wrong? Gold has recently 
lost much of its allure. From 1944 to 1973, its 
price was pegged by the big central banks. 
When it was allowed to float, its price soared 
at first, because of rampant inflation in the 
1970s and early 1980s. As the threat of high in- 
flation has receded, so has gold’s appeal. In- 
flation-indexed bonds now provide inves- 
tors in many countries with better 
protection. This leaves jewellery demand, 
exposing gold to the whims of fashion. 

Recent weakness in the price of gold can 
also be blamed on supply. Central banks 
have played a big role. They lend gold bul- 
lion reserves to short sellers as well as to gold 
producers themselves, who then sell the 
metal in the spot markets. Sales from these 
“gold loans” have further depressed prices. 
Some, most recently the Bank of England, 
have also started to sell some of their gold. 

Perhaps, then, it is understandable that 
gold producers recently became used to cop- 
ing only with falling prices. But that should 
not disguise the fact that their hedging strate- 
gies were often riskier than they seemed. 
That is partly why there has been much de- 
bate among gold producers about whether 
to hedge. The idea is appealing enough in 
theory: by selling forward, producers can 
make their profits higher and more predict- 
able. But although the likes of American Bar- 
rick have received plaudits from investors 
for such a strategy, other firms have been 
willing to suffer the vicissitudes of the gold 
market because investors want more expo- 
sure to the price of gold. 

Potential problems arise because hedg- 
ing is not riskless. Companies can sell their 
production forward at a fixed price. This in- 
sulates them from falling prices, but denies 
them profits if prices rise. Another approach 
is to borrow bullion to sell today in the spot 
market and repay the gold, with interest, 
from the mines’ future production. This 
gives the producer today’s price for tomor- 
row’s production, less interest. But this strat- 
egy suffers the same defect.Or hedgers could 
buy put options, which give them the right to 
sell gold if it is to their advantage, but walk 
away if prices rise. But put options are expen- 
sive, which is why some companies choose 
to sell call options to finance the purchase of 
their puts—a strategy used by Ashanti. Yet 
selling calls involves another risk: if prices 
fall, they collect the premium; if they rise, the 
buyer gets most of the benefit. 

Is this not merely opportunity loss? After 
all, since the likes of Ashanti are, quite literal- 
ly, sitting on a gold mine, surely they could 
simply deliver gold or borrow money on the 
back of their reserves? Actually, the problem 
is more serious. These hedging contracts are 
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marked to the current market price. If the 
_ price of gold rises, the gold producers have to 
- cough up the cash to those that sold them the 
contracts, And unfortunately, since the gold 
_ isstillin the ground, the company cannot sell 
itand raise the cash; in cases where compa- 
nies cannot raise the wherewithal, banks 
may have good reasons not tolend it tothem. 
There are other reasons for such reluc- 
tance, not the least of which are that Ghana 
is not a country in which international 
banks are especially keen to lend, and the 
company is highly leveraged. But the bottom 
line is this. Companies’ gold reserves area fu- 
ture cashflow; hedging can mean that pro- 
ducers need to stump up cash now. Itis a les- 
son many should take note of. 


Dresdner Bank 
Sliding 


HESE are uncomfortable times for Ger- 

many’s banking behemoths. Slow to 
catch the consolidation bug at first, they are 
now scrambling to win back lost ground. At 
least three of the five biggest banks have held 
impromptu board meetings in recent 
months to talk tactics, as the pace of finan- 
cial mergers quickens across Europe. All are 
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Basle bust-up 


| N JUNE, when a central-bankers’ com- 
| mittee proposed revisions to the famous 
| Basle Accord, which determines how 
| much capital internationally active banks 
| must set aside against their loans, their 
| plans were broadly welcomed. The origi- 
| nal accord was so flawed that some felt it 
| was operating perversely. Since it did not 
| always require more capital for riskier bor- 
| rowers—indeed, often the reverse--it was 
| encouraging banks to take more risks not 
| fewer. Yet the June revisions are now under 
such heavy attack that the whole idea of a 
new accord is in danger. 

The aim of the revision, everyone has 
agreed, was admirable enough: to tie 
banks’ capital more closely to the riskiness 
of their loan portfolios. The riskier these 
are, the more capital banks ought to hold. 
The problem was, as ever, how to assess the 
risk, One idea was to follow the risk-man- 
agement models used by the banks them- 
selves. But the committee found that these 
| were, for the time being, insufficiently de- 
| veloped. One banker dismisses them as a 
| “philosopher’s stone”. 
| Another notion was to use ratings from 





credit-rating agencies, such as Standard & 
Poor’s or Moody’s. Although the commit- 
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putting out feelers in several directions at 
once, although so far to little avail. 

The latest casualty was a proposed link- 
upin retail banking between Deutsche Bank, 
Germany’s largest, and Dresdner Bank, an- 
other big, Frankfurt-based bank. Although 
both are keen to cut flab from their sprawl- 
ing branch networks, they could not agree on 
terms. Their failure to cut a deal has left 
Dresdner, once an undisputed predator, 
looking more like prey. 

Not that Dresdner is doing so badly. 
First-half profits were up on last year, and 
Dresdner Kleinwort Benson, its investment 
bank, is having a bumper year. But nor is the 
bank doing particularly well. Its return on 
equity, though rising, is still only around 
10%— well below that of banks in, say, Spain 
or Britain. Moody's, a credit-rating agency, 
downgraded the bank by twonotches earlier 
this year to low aa, partly because of its 
weak profitability and over-reliance on vo- 
latile trading revenues. 

But another factor in the downgrade was 
strategic wobbling. Since taking over as the 
bank’s boss last year, after his predecessor 
was snared by a tax scandal, Bernhard Walt- 
er has promised much but delivered little. 
For a while there was heady talk of splashing 
out as much as DM2o billion ($u billion) on 
an American investment bank, possibly 
PaineWebber, but no deal was done; and, 
now that the Deutsche link is also off, none is 





tee was not all that keen on this idea, it 
could find nobody else to do the job. There 
were oddities, such as that unrated bor- 
rowers would get more favourable treat- 
ment than lowly rated ones. But the biggest 
problem, it now transpires, is that there is 
little support for the use of rating agen- 
cies—and, not least, that the agencies 
themselves are unhappy with the idea. For 
their part, banks think they know their 
borrowers better in any case. “A lot of 
banks don’t have any confidence in the 
agencies, because they have better rela- 
tionships and information,” says Harald 
Benink of Maastricht University. 

Although external ratings will proba- 
bly appear in some form, many banks 
would prefer a third option: to use their in- 
ternal ratings as a way of setting capital. 
“They are one way of solving the dilem- 
ma,” says one member. Unfortunately, this 
idea was inserted in the June proposals 
only at the last minute, because some 
countries had been opposed to using such 
ratings at all. Details of how they might be 
used, indeed any details at all about them, 
were notable in June for their absence. 

Committee members now say that the 
technical details are being thrashed out; a 
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expected before Dresdner’s planned Ameri- 
can listing next year. Dresdner bosses prefer 
instead to talk of building a solid base at 
home. But analysts wonder whether the 
bank has a strategy at all. “It’s just like Deut- 
sche Bank was a few years back,” grumbles 
one. “If there are clear goals, they are not be- 
ingarticulated.” 

This lack of clarity reflects disagreement 
among Dresdner’s top brass. Some board 
members are keen on a European invest- 
ment-banking tie-up, perhaps with Banque 
Nationale de Paris, which recently took con- 
trol of a rival French bank, Paribas, and 
which has a longstanding alliance (and 


progress report is due later this year. The 
two biggest questions are over how to 
make different banks’ ratings comparable 
and how to link capital to them. The sub- 
committee responsible thinks that compa- 
rability could be achieved by using such 
techniques as “expected-default frequen- 
cy”, which measure the likelihood of de- 
fault. But capital needs to be set aside more 
for unexpected losses than expected ones. 
How much? In America regulators 
could use the extensive default studies 
done by rating agencies. In other countries, 
similar information can be gleaned from 
“credit registers”, or records of all banks’ 
loans. But where no such records exist (eg, 
in Britain) the situation is trickier. And the 
exercise is even harder in Japan where, un- 
til recently, the government tried mightily 
to stop any big companies from going bust. 
There is much work still to be done on 
all this, which is why the committee is un- 
likely to offer a reaction to the comments it | 
has received until its deadline next March. 
Then it will try to thrash out acompromise. 
The committee is meant to come out with | 
its final revision to the accord late next | 
year. But countries will then sign uponlyif | 
they are happy with all of it. The danger is | 
that arguments over one or more parts of | 
the accord delay the whole process. And it | 





could even unravel. 





FINANCE AND ECONOMICS 


| Britain's banking battle 


HE audacious takeover bid for Nation- 

al Westminster Bank by Bank of Scot- 
land, its smaller Scottish rival, has had 
something of the air of a phoney war. The 
Scots took until October 14th, almost two 
weeks after launching their £21 billion ($35 
billion) hostile bid, to make a formal offer. 

Still, NatWest was in no doubt that bat- 
tle had been joined. On October 8th, it 
ditched Derek Wanless, its chief executive 
for the past seven years. Mr Wanless had 
been the focus of Bank of Scotland's devas- 
tating critique of the bank’s dismal perfor- 
mance. But if he was piqued at the decision 
to dismiss him (taken at a five-hour board 
meeting two days before), he did not show 
it. Mr Wanless apparently displayed sto- 
icism in these troubled times; he “behaved, 
as you'd expect, immaculately,” said Sir 
David Rowland, a former chairman of 
Lloyd’s, London’s insurance market, and 
since April NatWest’s chairman. 

Sir David himself took over as chief ex- 
ecutive. And he brought in a familiar (to 
him) face as chief operating officer: Ron 
Sandler, who had worked as Sir David's 
chief executive at Lloyd's, helping to save it 
from collapse after a raft of (literally) cata- 
strophic losses. NatWest is also trying to 
pinch some of its bidder’s armoury. Having 


rubbished Bank of Scotland's bid as ill- 
thought-out, it now talks of concentrating 





on its core business, suggesting a possible 
disposal of Gartmore, its fund-manage- 
ment arm, Ulster Bank, its Irish subsidiary, 
and Greenwich, its capital-markets opera- 
tion—all of which Bank of Scotland had 
proposed. 

Although Sir David says he is not a spe- 
cialist in waving white flags, all this certain- 
ly smacks of desperation. On October 7th 
Bank of Scotland fired another salvo when 
it said that cost savings, about which it had 
previously been coy, would amount to the 
curiously precise figure of “at least £1.015 
billion”. Of these, £290m would come from 
lower computer costs, £215m from elimi- 
nating overlapping functions such as the 





Wanless, war victim 





two banks’ treasury departments, and in 


closingdown NatWest’s head office (which 
costs an eye-watering £72m a year to run). 
A further £510m of annual savings would 
be wrung out by applying Bank of Scot- 
land’s cost discipline to NatWest. 

Much of this would be achieved by ap- 
plying Bank of Scotland's strategy of selling 
big old banking halls and moving to small- 
er,cheaper premises. And that could save a 
lot: NatWest’s branch network is worth 
some £1.6 billion. NatWest responded tart- 
ly that it had already planned to achieve 
more than £500m of annual savings itself. 
Perhaps, but it has been notoriously slow 
to deliver any of this. 

As yet, other bidders have not entered 
the fray, perhaps because they had wanted 
to use the time before Bank of Scotland 
made its formal offer to prepare their strat- 
egies. Rumours are still flying around that 
many banks are interested. The most likely 
bidders remain Royal Bank of Scotland 
and Abbey National. They may well now 
put their hats in the ring. 

One sign of others’ potential interest is 
that only a handful of analysts are allowed 
tocommenton the bid, because most have 
mergers-and-acquisitions colleagues busi- 
ly working on deals for would-be suitors. 
Not always successfully. One deal-maker 
tried, without success, to get a few Ameri- 
can banks interested. “They are more inter- 
ested in the Net,” he sighed. For them, the 
real war is elsewhere. 








small cross-shareholding) with Dresdner. 
Others, said to be older hands, would prefer 
a merger with HypoVereinsbank, which re- 
placed Dresdner as Germany's second-larg- 
est bank when it was formed from the merg- 
er of two Bavarian banks. At least one recent 
board-level discussion got so loud that it was 
audible in nearby offices. 

One problem is that bold strokes are not 
Mr Walter's style. A dyed-in-the-wool com- 
mercial banker who oversaw Dresdner’s 
careful expansion in Eastern Europe, he is 
wary of big moves in areas such as invest- 
ment banking: indeed, when Ernst-Moritz 
Lipp, another board member, suggested re- 
cently that Dresdner was mulling a pan-Eu- 
ropean investment-banking alliance, Mr 
Walter was said to be furious and wrote a 
hurried retraction himself. He has also 
blocked deals in which Dresdner would 
play second fiddle, a fact that many think 
scuppered the Deutsche deal. 

As it explores other options, Dresdner is 
trying to improve its chances of negotiating 
from strength. With help from McKinsey, a 
consultancy, it is conducting a thorough re- 
view of its operations. This has found that 
only three of its 16 business units—fund 
management, private banking and the in- 
vestment bank—are making any profit to 
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speak of. According to one insider, the other 
units have been told to raise returns quickly 
or else expect to be shrunk or sold. 

Admirable stuff, but might it be too little 
too late? The answer lies not in Frankfurt, 
where Dresdner is based, but in Munich, 
home to Allianz, its largest shareholder. The 
giant insurance group, which owns 22% of 
Dresdner directly and sells insurance 
through its branches, is thought to hold sway 
over 40% of the bank’s shares in all. Nothing 
will happen without its say-so. 

Yet, with Allianz getting less sentimental 
about its shareholdings, that is no longer a 
comforting thought for Mr Walter. Last 
month the insurer hired Paul Achleitner, for- 
merly head of Goldman Sachs’s Frankfurt of- 
fice, as its finance chief. Mr Achleitner, who 
has preached Anglo-Saxon shareholder cap- 
italism in Germany with missionary zeal, is 
expected to make Allianz’s financial and in- 
dustrial holdings sweat. Few think he will 
back a go-it-alone strategy for Dresdner. He 
believes it can pay to take the best deal on of- 
fer rather than waiting for a perfect fit. “If 
you can’t get a date with Claudia Schiffer, 
you don’t give up. You take someone else 
out,” he told The Economist recently. Some 
even tout him asa future boss at Dresdner. 

Mr Achleitner’s appointment has short- 


ened the odds against a full merger between 
Dresdner and Deutsche, to which he also has 
close ties—and which would offer the great- 
est potential for cost-cutting. Another 
possibility, egos permitting, is a deal with 
HypoVereinsbank, another Allianz holding. 
The least likely option is doing nothing. Years 
of low returns have pushed Dresdner and its 
compatriots down the market-capitalisation 
rankings (see chart on previous page), even 
though they remain among the biggest 
banks measured by assets. The choice is 
stark: do something, or continue to slide. 

- = 





Economics 


Knowledge gap 


PoS and politicians are forever pro- 
claiming that we live in a knowledge 
economy, where success depends increas- 
ingly on brains not brawn. Though Mike Ty- 
son might disagree, they may even be right. 
Yet for all such talk, little is actually known 
about the knowledge economy. Statistics are 
far better at measuring the value of things 
you can drop on your foot than the value of 
ideas. Fortunately, a new OECD study makes 
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a start at filling in the picture—and debunks 
some myths. 

For starters, Germany, not America, tops 
the oxcp’s knowledge-economy table. 
Knowledge-based industries accounted for 
58.6% of German business output in 1996, 
compared with 55.3% in second-placed 
America (see chart). Japan is third, with Brit- 
ain and France close behind, and Italy a no- 
table laggard. In the orc as a whole, knowl- 
edge-based industries accounted for over 
half of rich-country business output in the 
mid-19908, up from around 45% in 1985. 

The oxcp’s definition of the knowledge 
economy is pretty broad. As well as high- 


| Blossoming in Japan 


| 

| ToKye 
| OTHE wallflower of the big Japanese ci- 
| ty banks looks as though it may have at 
last found itself a partner. Sakura Bank, the 
| nucleus of the giant Mitsui keiretsu (indus- 
| trial grouping), had hoped to catch the eye 
of Deutsche Bank. But after a careful look, 
the big German bank backed off. Others 
| have unsuccessfully tried to marry Sakura 
off to Sanwa Bank, or to the about-to-be- 
merged Asahi-Tokai grouping, or even to 
Nomura Securities. With things beginning 
to look bleak, Sumitomo Bank has gra- 
ciously offered to give Sakura a whirl. 

On October 13th the two banks an- 
nounced that they were discussing a tie- 
up, perhaps within a couple of years. If a 
full merger goes ahead, the combined 
bank would have assets of ¥102 trillion 
($950 billion), making it the world’s second- 
| largest after the planned alliance between 
| Dai-Ichi Kangyo Bank (pKs), Fuji Bank and 
| Industrial Bank of Japan (183), which will 





have combined assets of ¥141 trillion. 

In truth, Sumitomo was running out of 
potential partners as fast as Sakura. Ever 
since the three-way merger between DKB, 
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technology industries, such as computing 
and telecoms, the Paris-based think-tank 
counts sectors with a highly skilled work- 
force, such as finance and education. One 
reason that Germany is ahead of America is 
because of its big car, chemicals and machin- 
ery industries. Yet even in high-tech indus- 
tries, where America is widely thought to be 
streets ahead, the United States comes be- 
hind Japan and Britain. High-tech industries 
produce 3.7% of Japan’s business output and 
3.3% of Britain’s, but only 3% of America’s. 
The United States is level-pegging with 
France, and only a bit ahead of Germany. 

Growth in knowledge-based industries 
requires investment in knowledge as well as 
in physical capital. Such intangible invest- 
mentis pretty hard to measure. By adding to- 
gether spending on research and develop- 
ment (R&D), investment in software and 
public spending on education, the orcp 
puts it at 8% of rich-country Gpr. Throwing 
in incomplete data on private education 
spending brings the total up to 10% of Gpr, 
compared with physical investmentin plant 
and machinery of 20% of cpp. 

Sweden is the keenest investor in knowl- 
edge. Its investment in intangibles came to 
10.6% of epr in 1995 (see chart); it spends far 
more of its national output on rap than oth- 
er countries. France ranks second, thanks to 
its generously financed public-education 
system. America lags behind, because its 
government spends so little on schools. Ja- 
pan, which spends a whopping 28.5% of pp 
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on physical investment, invests a puny 6.6% 
in intangibles. 

Another myth that the new study pokes 
holes in is that the service sector, unlike 
manufacturing, does not innovate. Admit- 
tedly, Rap spending in services has tradi- 
tionally been low. But in most countries it is 
now rising faster in services than in manu- 
facturing. In 1980 services accounted for only 
4.1% of business rap in America; by 1996 its 
share had risen to 19.5%. 

Moreover, spending on Rap is only a 
fraction of total business spending on inno- ` 
vation. According to new evidence from 
business surveys compiled by the orcn, ser- 
vice industries spend far more on innova- 
tion than previously thought. Indeed, in Brit- 
ain, spending on innovation in services is 
higher, at 4.02% of business sales in 1996, 
than in manufacturing, at 3.16%. 

There are inevitably many gaps and 
flaws in the orcp’s study. Its definition of the 
knowledge economy is far from perfect. It 
lumps together investment banking, a high- 
tech and pretty high-skill business, with es- 
tate agents, where knaves with badly written 
brochures still prosper. Another problem is 
thatitincludes many unskilled workers who 
work in knowledge industries. So, for exam- 
ple, hospital cleaners are counted as knowl- 
edge workers. But despite these shortcom- 
ings, the new report sheds more light on the 
knowledge economy than does endless dri- 
vel from management gurus. 





Fuji and 18; was announced in August, the 
pressure on Japan’s remaining four city 
banks to seek partners has increased. The 
proposed merger between pks, Fuji and 
igj left six of Japan's city banks without 
partners. Long engaged, Asahi Bank and 
Tokai Bank are to marry in a year’s time. 
Bank of Tokyo-Mitsubishi, for the moment 
Japan’s biggest, could arguably go it alone, 
though pundits now expect it to start talk- 
ing to Sanwa Bank. The remaining two, Su- 
mitomo and Sakura, have now signaled 
their intentions. 

The problem for all these banks is the 
woefully inadequate amount that they 
spend on technology, compared with for- 
eign rivals such as Citibank. “American 
and European banks are getting very big 
very fast, and are aggressively going after 
Japanese business,” says James Fiorillo of 
ING Barings. To compete, Japanese banks 
have to merge, cut overheads drastically 
and combine their computer systems. 

On paper, Sumitomo and Sakura look 
similar. Sumitomo, the core of the Sumito- 
mo keiretsu, has 15,000 employees and ¥52 








16,300 and ¥47 trillion in assets. But there | 
the similarities end. The famously hard- 
nosed Sumitomo is deeply involved in the 
whole securities business, having set up a 
joint venture with Daiwa Securities (Daiwa 
sB Capital Markets). It also has close links 
with Sumitomo Trust & Banking. By con- 
trast, Sakura has focused more on retail 
banking—ranking top, for instance, among 
Japanese banks in mortgage lending, Its in- 
vestment-banking and asset-management 
businesses are puny. 

While hardly made in heaven—the 
merger would be the first between banks 
from rival keiretsu—the match is better 
than it might first appear. All of Japan’s big 
banks aspire to becoming universal banks. 
That requires beefing up their securities 
and trust-bank operations. Sumitomo’s 
strength here is a great attraction for Sakura. 
Sakura’s appeal is that its retail-banking 
business is a cheap source of funds. 

Before then, however, a lot of brutal 
pruning will have to be done. At least 6,000 
jobs will have to be cut and 200 branches 
closed to get costs down just to Bank of To- 
kyo-Mitsubishi’s level. If history is any- 
thing togo by, there must be doubts wheth- 
er they will have the necessary stomach. 
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Man of the hour 


This year’s Nobel prize in economics has been awarded to Robert Mundell. 
His most celebrated work—on capital flows, exchange rates and “optimal 
currency areas”—is more than 30 years old, but it has never seemed more 


relevant than it does now 


HE Nobel powers-that-be apparently 

make it a rule (nobody knows why) to 
award the economics prize only for work 
that is at least three decades old. This year, 
it seems, they have tried to apply the prin- 
ciple once more, honouring Robert Mun- 
dell, a professor at Columbia University in 
New York. Mr Mundell did his most impor- 
tant work, which was in international 
monetary economics, in the 1960s. Since 
then he has drifted away from what most 
economists would regard as the main- 
stream. However, somebody seems to 
have slipped up: the new laureate’s work, 
despite its age, could hardly be more topi- 
cal—or more controversial—than it is now. 

It is hardly an exaggeration to say that 
in the 1960s Mr Mundell invented open- 
economy macroeconomics in its modern 
form. The Mundell-Fleming model (a Brit- 
ish economist, Marcus Fleming, who died 
in 1976, worked independently on similar 
lines) integrated international capital 
flows with the other forces driving de- 
mand and output. Back then, and for some 
years after, the intuitions of most Amer- 
cian economists were guided by domestic- 
economy models. Perhaps that was not so 
unreasonable, given the size of the Ameri- 
can economy and the fact that it was (by 
European standards) not much influenced 
by external factors. Being Canadian pre- 
sumably helped Mr Mundell to break out 
of that mind-set. 

In any event,economists’ intuitions are 
nowadays shaped by the standard open- 
economy, mobile-capital paradigm—the 
one that Mr Mundell established. Today, 
when an economist muses, “Let’s see, per- 
fect capital mobility, fixed exchange rate, 
so monetary policy is, er, ineffective,” it is 
Mundell-Fleming that is being consulted. 

At about the same time, Mr Mundell 
wrote another paper whose citation rate 
has gone through the ceiling in the past few 
years. It was on “optimal currency areas” — 
that is, on the criteria that should decide 
whether exchange rates among any group 
of countries should be fixed. Mr Mundell 
argued that, ideally, areas within which 
factors of production (notably labour) 
were mobile should have one currency; ar- 
eas with factors that were not should have 
different currencies. Or at least, that is 
what people thought he argued. These 
days he tends to say he has been misunder- 
stood about this. 


ECONOMICS FOCUS 


SS 
Papa di famiglia 


Economists who have looked at Eu- 
rope, asking, in the manner of Mr Mundell, 
whether it is an optimal currency area, usu- 
ally answer No. Factors are not sufficiently 
mobile between countries: this makes the 
exchange rate a useful price-adjuster, un- 
der certain circumstances. Oddly, how- 
ever, Mr Mundell very strongly believes 
that Europe is, in practice if not in theory, 
an optimal currency area. He is an enthusi- 
ast for Europe’s single currency. Even more 
oddly, Mr Mundell believes that the planet 
as a whole is an optimal currency area. He 
has long argued for a return to the gold 
standard, as the next best thing to (and pre- 
sumably a stepping-stone towards) a single 
currency for the world. 








How can these positions be recon- 
ciled? Mr Mundell says that his point all 
along was really as follows. A movable ex- 
change rate is only any use if shocks are felt 
across entire currency areas. In fact they 
tend tohit regions that lie within such areas 
(as when cheap oil hurts Texas and helps 
Massachusetts) or else straddle the borders 
between currency areas. If you accept the 
logic of the optimal currency area ap- 
proach, the world requires a proliferation 
of currencies, so that every area subject to 
shocks has its own. But this is wronghead- 
ed. Bearing in mind the instability that 
movable currencies can create, the idea of | 
having “enough currencies” is ridiculous 
(which is why Texas, however far the price 
of oil drops, will never demand its own cur- 
rency; likewise Yorkshire, even though the 
decline of the coal industry may have 
called for a devaluation). In the real world, 
as opposed to in theory, movable curren- 
cies are more trouble than they are worth. 
Better to be rid of them altogether. 

For some time, it must be said, ortho- 
dox economists have found Mr Mundell’s 
arguments hard to follow. Or perhaps the 
trouble is that they are not trying. It an- 
noyed them very much that Mr Mundell 
showed Arthur Laffer how to draw that 
famous curve about tax rates and tax reve- 
nues—which, with the wrong name at- 
tached to it, went on to animate writers for 
the editorial page of the Wall Street Journal 
and other supply-side zealots who, in their 
turn, persuaded Ronald Reagan to push 
through deep tax cuts in the 1980s. That was 
not “proper economics”, you see. 

Mr Mundell continues to delight in 
confounding orthodox types. For a while 
he grew his white hair down to his shoul- 
ders—an effect that disconcerted even 
some admirers. And they are scomful (and 
perhaps jealous) that he spends much of 
his time in a vast palazzo near Siena that he 
bought 30 years ago for a modest outlay. 
Paul Krugman, scourge of gold-bugs and 
other economic oddballs, once mocked it 
as a “crumbling half-habitable villa” 
where the great eccentric organises confer- 
ences “outside the regular round of aca- 
demic meetings”. 

Well, that may be, but emu is a fact: Mr 
Mundell was sure it would happen, which 
was very eccentric of him, and he was right. 
And now the great man, eccentric or not, 
has his Nobel—and a million dollars pays 
for a lot of new plaster. 


For a list of Mr Mundell’s writings, and a bigger pho- 
tograph of his little boy, see his website: www.colum- 
biaedu/-ramis/index.htm! 
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Howard... The best at last 
A Golden Land Project in Panama 





® The Panamá Canal The 4300 acres that comprise Howard Air Force Base, located at the 
Pacific entrance to the Panama Canal, 10 minutes away from Panama 
City, are among the last that will revert to Panamá on December 1999. 
The experts’ studies have indicated that Howard is a potential 

site for an intermodal transportation center and for industrial and 
commercial development, such as heavy aircraft repair and 
maintenance, port operations, export processing zones and 

industrial parks. 


Howard's infrastructure includes: 

e An airport with a 2,591 m (8550 ft.) long and 46 m (152ft.) wide 
landing strip. 

Four hangars ranging from 8,820 sq.m (96,050 sq.ft.) up to 10,557 sq.m 
(114,966 sq.ft.) 

*Buildings with a total construction area of 115,000 sq.m (1,252,350 sq.ft.) 

e Water, electricity, access roads and sewage treatment plant. 

e Additional property available for industrial, commercial and 


i residential development. 
I< e 706 residential units and other buildings. 
ARI For more information contact: General Administration » P.O. Box 2097, Balboa Ancón, Panamá, R.P. 


Autoridad de la Region Interoceanica * Fax: (507) 228-1698 / 7488 « E-mail: ari_mercadeo@cwp.net.pa « www.aripanama.com 
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X marks the spot 


PADUA 


Two astronomers claim to have found evidence of a tenth planet orbiting the 
sun. Or another star that didn’t quite make it. Or at least something 


N1781, William Herschel, a church organist 

andamateur astronomer, became famous 
overnight. He did it by discovering Uranus, 
the first new planet to be observed since 
mankind had noticed that planets existed. 
Herschel was lucky. He blundered across his 
discovery. But Johann Galle, who located 
Neptune in 1846, knew exactly what he was 
doing. Irregularities in the orbit of Uranus, 
caused by the gravity of Neptune, had al- 
lowed John Adams, an Englishman, and Ur- 
bain Leverrier, a Frenchman, to calculate (in- 
dependently, but with many accusations of 
bad faith and cross-Channel espionage), 
where the telescopes should look. 

Similar calculations, based this 
time on Neptune's orbit, led to the 
prediction of a ninth planet—and 
Pluto was duly found in 1930. But 
that, too, turned out to bea fluke. 
Pluto is too light to influence 
Neptune’s orbit to the necessary 
degree. Ever since that was real- 
ised, planetary scientists have 
been wondering ifa tenth globe 
is lurking out there. 

At first, it was referred to as 
planet x, conveniently eliding 
the Roman numeral for ten with — 
the mathematical symbol for an 
unknown quantity. Later, the pos- 
sibility was floated that x might be a 
small star. In one version of this story, 
the star was called Nemesis, and was ac- 
cused of causing mass extinctions of life on 
earth. Itdid this, it was supposed, by disrupt- 
ing the Oort cloud of comets that forms the 
outer reaches of the solar system, sending 
waves of them crashing periodically into 
planetary space and so into planets, the 
earth included. 

Over the past few days, echoes of these 
stories have come together. Two researchers 
(separated by the Atlantic ocean, rather than 
the English Channel), have used gravitation- 
al perturbations that affect comets, rather 
than planets, to predict the existence of 
something that might be a planet, or might 
be a star—depending mainly on how you 
define a planet or a star. 

The first to get his retaliation. in was John 
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Murray, of the Open University, in Britain. 
His paper, published in the latest edition of 
the Monthly Notices of the Royal Astronom- 
ical Society, was leaked to the press on Octo- 
ber 7th. John Matese, of the University of 
Southwestern Louisiana at Lafayette, had to 
wait until October 1th to present his version 
of the story at a meeting of the American As- 
tronomical Society (aas) that was being held 
in Padua, Italy. Both researchers drew on the 
















same body of data, and both came to broad- 
ly the same conclusions. 

The data are the orbits of comets that are 
likely to have been first-time visitors to the 
inner solar system. Such “long-period” com- 
ets have orbits that, if left alone by the gravi- 
tational pull of the planets, bring them close 
to the sun only once every ım years or so. But 
the reason that they come near the sun at all 
is because their original orbits, which kept 
them in the distant realm of the Oort cloud, 
had been somehow disturbed. 

Such disturbance has traditionally been 


ascribed to the combined gravitational effect 
of all the stars of the earth’s home galaxy, the 
Milky Way. At Oort-cloud distances, the 
strength of this combined gravity adds up to 
the same sort of force as that exerted by the 
solar gravitational field, enfeebled as it is by 
its remoteness from the sun. But that 
strength is exerted unevenly: the pull in the 
direction of the galactic centre (where there 
are a lot of stars) is greater than that in other 
directions. The resultant tidal wobble, so the 
story goes, dislodges comets from their his- 
torical orbits and sends at least some of them 
tumbling towards the sun. 

The story told by Dr Murray and Dr 
Matese is, however, rather different. After 
looking at the orbits of almost 300 long-per- 
iod comets, they have concluded that too 
many are coming from particular parts of 
the sky. The galaxy’s tidal wobble is, they 
think, being modulated by the gravity of 
something big within the Oort cloud itself. 

Dr Matese’s reception at the Aas meeting 
was, it has to be said, not altogether enthusi- 
astic. Some astronomers seemed to think 

that he and his colleagues had been too 
selective about the sample of comets 
they studied. But, according to Dr 
Matese, once you start including 
comets with shorter orbital peri- 
ods, you lose sight of the wood 
for the trees. Short-period com- 
ets have their short periods pre- 
cisely because of their interac- 
tions with closer-by planets, 
which are already known toas- 
tronomers. They have, in es- 
sence, “forgotten” where they 
originally came from. 

If the researchers are right, 

their putative new object lies 
somewhere on a so-called “great 
circle” that stretches all the way 
around the heavens, and represents 
the view, from earth, of the object’s orbi- 
tal plane. Unfortunately, they disagree 
about exactly which great circle that is (this 
appears to be because Dr Murray was even 
more discriminating than Dr Matese about 
which comets he included in his analysis), 
and only Dr Murray is prepared to have a 
stab at where abouts on his great circle x ac- 
tually lies (see diagram). 

Choosing which comets to put into some 
grand synthesis, and which to leave out, will 
no doubt exercise astronomical minds over 
the next few months. On the other hand, the 
two researchers do more or less agree about 
distances. Dr Murray reckons that the object 
is about 32,000 times as far from the sun as 
the earth is (a distance known as an astro- 
nomical unit, or Au). Dr Matese thinks it is 
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perhaps a little closer—around 25,000av,. 
Whichever turns out to be right (if either 
does), the new object must be very faint, oth- 
erwise it would have been spotted already. 
That means it cannot be a proper star. The 
light from even the smallest possible star 
would shine brightly enough to be noticed at 
such a distance. This, in turn, means that the 
thing cannot be all that much bigger than Ju- 
piter, the largest known planet. Dr Matese 
reckons it could weigh as little as three jovian 
masses. Dr Murray notes that it could not be 


much bigger than ten times the size of Jupi- 
ter, or it would reflect so much sunlight that 
it would have been seen already. 

Nor can it be Nemesis. That object, if it 
exists, is predicted to have an orbital period 
of 26m years. Even at a distance of 32,000AU, 
something going round the sun would com- 
plete its orbit in a sprightly 5.8m years. 

So—always assuming Dr Murray and Dr 
Matese are right—what could they have dis- 
covered? According to Dr Murray, it is un- 
likely to be a proper planet, for two reasons. 





PADUA 


HE moon, it is generally agreed, is life- 
| J less—both literally and metaphoric- 
| ally. The absence of an atmosphere makes 
living creatures improbable. And the ab- 
sence of heat coming from the interior 
means that the moon is an inert lump of 
| rock, bereft of interesting geological pro- 
| cesses such as vulcanism. 

Or is it? For as long as people have 
| turned telescopes towards the moon, they 
have reported flashes, sudden fogs and 
colour changes. Many of these, no doubt, 
were optical illusions, or effects caused by 
the earth’s atmosphere. But even when 
these mis-observations are discounted, 
enough so-called lunar transients, seen by 
enough reputable observers, remain to 
make some astronomical heretics wonder 
if there is life in the old moon yet. 

At the American Astronomical Soci- 
| ety’s meeting in Padua, Sacha Calkins, of 
the Jet Propulsion Laboratory (jp) in Pas- 
adena, California, suggested that those 
heretics are right. pL, a research establish- 
ment run by nasa, America’s space agen- 
cy, is responsible for most of the agency’s 
unmanned scientific missions. One of 
these, run in collaboration with the Amer- 
ican navy, was Clementine, a craft that or- 
| bited the moon. Dr Calkins and her col- 
leagues looked for reports of transients 
that had occurred in places and at times 
that Clementine happened to have pho- 
tographed both before and after the sup- 
posed event. They found four. In three, 
nothing unusual showed up in the pic- 
tures. But in one, a formation known as 
Cobrahead, on the Aristarchus Plateau at 
the edge of the Ocean of Storms, Clemen- 
tine’s cameras saw a definite reddening of 
a sinuous feature called a rille. 

Scores of explanations have been 
proffered for lunar transients, from 
flashes of light produced by meteorite im- 
pacts, via remnants of the volcanic activi- 
ty that the moon was prone to in its youn- 
ger days, to the idea of rocks emitting light 
as tidal forces put them under strain. Dr 
Calkins’s observations are not enough to 
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decide definitively between these possi- 
bilities, but they suggest that remnant vul- 
canism is the most likely. Rilles are col- 
lapsed lava tubes. And many other lunar | 
transients have been reported from areas | 
of former volcanic activity. Most proba- 
bly, she reckons, the transients are caused 
by the sudden release of pockets of gas— 
or the explosive evaporation of volatile 
materials—left over from the period when 
real volcanoes were active in these areas. 
Lunar transients, then, seem to be do- 
ing naturally what one notable artificial 
transient recently failed to do. The crash 
landing on July 31st of the Lunar Prospec- 
tor spacecraft near the moon’s south pole | 
had the express purpose of releasing vola- | 
tiles of a special kind: frozen water, insu- 
lated by geography and topography from 
normally high daytime temperatures. Un- | 
fortunately, according to a report to the | 
| 





conference by David Goldstein, from the 
University of Texas at Austin, no water 
was seen. Win some, lose some. 






First, its orbit appears to run in the opposite 
direction from those of the nine known 
planets. Second, that orbit looks so unstable 
that he thinks it unlikely that it could have 
lasted for the 4.5 billion-year history of the 
solar system. It is more likely, then, that the 
object was floating free in space, and was 
captured by the sun’s gravity in what was, in 
astronomical terms, the fairly recent past. 

That would be exciting. The past few 
years have seen the discovery of several ap- 
parent planets going round stars other than 
the sun. (Again, this was done by observing 
the effects of gravitational perturbation, this 
time on the light of the stars in question.) But 
argument rages, much as it once did over 
how many angels could dance on the head 
of a pin, about whether these new discover- 
ies are “true” planets, or are star-like objects, 
too small to shine, known as brown dwarfs. 

If the new object were a captured alien, it 
could give astronomers their first good look 
at an extra-solar planet, or a brown dwarf if 
that is what it turns out to be. And if it exists, 
they should be able to see it pretty soon. Even 
something too small to emit visible light will 
probably give off radio waves and infra-red 
radiation (Jupiter does). So a big radio tele- 
scope would probably be able to spot it. If 
not, the next generation of infra-red space 
observatories certainly should. And if they 
do, both Dr Murray and Dr Matese should 
enjoy rather more than 15 minutes of fame. 
For they will have been instrumental in put- 
ting an interesting new “x” on to the map of 
the night sky. 


The 1999 Nobel prizes 


Proteins and 
particles 


| that time of year again: the season 
when eminent scientists (or, at least, those 
who feel themselves to be eminent) await a 
call from Stockholm. The call is to tell them 
that they are the beneficiary of one of sci- 
ence’s greatest awards, not to mention the 
useful sum of SKr7.9m (about $1m). If they 
get the call, they become Nobel laureates. 

This year the calls went to four people. 
The prize for medicine (or, as the rules pe- 
dantically put it, “physiology or medicine”) 
went to Günter Blobel, who studies the way 
that proteins find their homes inside cells. 
The chemistry prize was won by Ahmed Ze- 
wail, who uses lasers to study the details of 
chemical reactions. And the physics prize 
was shared by Gerardus ’t Hooft and Marti- 
nus Veltman, who explore the arcane details 
of the “electroweak” interaction, one of the 
fundamental forces that hold matter togeth- 
er—and who will have to make do with 
SKr3.95m each. 

Taken together, these four prize-winners 
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say something interesting about the state of 
modern science. None of them was born in 
America, but three of them work, or worked, 
there. Dr Blobel came from Germany, but 
now researches at the Rockefeller University 
in New York. Dr Zewail is Egyptian by birth, 
but is employed by the California Institute 
of Technology. Dr Veltman, a Dutchman, is a 
retired professor from the University of 
Michigan. Only Dr `t Hooft, a fellow country- 
man of Dr Veltman, has cleaved to his native 
land. He is still at the University of Utrecht. 
Depending on your point of view, America 
is either a land of opportunity in which ge- 
nius blossoms in ways that are impossible at 
home; or a talent-sucking vampire that 
bleeds other countries of their human capi- 
tal by wickedly paying more and offering 
better laboratory facilities. 

Dr Blobel’s work solved a big mystery. 
Living cells produce thousands of different 
proteins, and mostare only of any use if they 
end up in the right sub-cellular component 
(known as an organelle). Dr Blobel hypothe- 
sised, and then proved, that each of these lo- 
cation-specific proteins is created with a tag 
that tells it where to go—or, rather, latches on 
to the place it is supposed to be in when it 
gets there. 

The tag is a particular sequence of the 
amino-acid units of which all proteins are 
composed. Although tags intended for the 
same organelle may differ in detail, each has 
the same chemical “feel” to it, measured by 
the way that electric charge is distributed 
around it and which bits of it repel and 
which attract water. This allows it to attach 
itself to an appropriate site on its target or- 
ganelle, rather as a key fits a lock. 

Dr Zewail’s research involves, in effect, 
taking high-speed snapshots of chemical re- 
actions. Very high-speed snapshots. The 
“shutter” on his camera is open for only a 
few quadrillionths of a second. (A quadril- 
lionth of a second is known as a femto- 
second, and the field as a whole is known as 
femtochemistry.) 

Such snapshots, which are captured by 
using pulses of laser light a few femto- 
seconds long rather than by physically click- 
ing a shutter, are able to catch molecules in 
the process of reacting together. The light 
does not form an image of the reacting mole- 
cules, but its interaction with those mole- 
cules—specifically, which frequencies are 
absorbed, and how strongly—allows Dr Ze- 
wail and his followers to work out how the 
molecules distort and reorganise themselves 
during the course of a reaction. 

The contribution made by Dr ‘t Hooft 
and Dr Veltman is, as is often the way with 
the physics prize, mind-bogglingly complex. 
The electroweak force is a synthesis of two 
previously identified forces of nature, elec- 
tromagnetism (itself a synthesis, carried out 
in the 19th century, of the electric and mag- 
netic forces), and the weak nuclear force, 
which govems radioactive decay. 
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Though they did not, themselves, per- 
form the synthesis, Dr `t Hooft and Dr Velt- 
man tidied up its mathematics to such a de- 
gree that useful predictions about the 
properties of unknown sub-atomic particles 
became possible. Their work, for example, 
has helped to focus the search for the Higgs 
particle, the entity which, according to cur- 
rent theory, gives matter its mass. And which 
also gives a suitably weighty ending to the 
subject of this year’s prize-winners. 

i = m 


GM foods 


Half-baked 


HE past year and a half has generated 

enough newsprint about genetically 
modified (Gm) potatoes to wrap many thou- 
sand portions of fish and chips. This week a 
few more layers will be added with the pub- 
lication in the Lancet of a paper that suggests 
that Gm potatoes and other foods might do 
nasty things to diners. 

This paper is the belated formalisation 
of results that were released less formally ov- 
er that period by Arpad Pusztai. In August 
1998 Dr Pusztai, then a researcher at the Ro- 
wett Institute in Aberdeen, announced on 
television that feeding GM potatoes to rats 
did unpleasant things to their immune sys- 
tems. Shortly afterwards, the institute an- 
nounced that Dr Pusztai had retired. 

In February of this year he returned to 
the fray in collaboration with Stanley Ewen, 
a pathologist at the University of Aberdeen. 
This time the claim was that Gm potatoes 
also affected the rats’ guts, livers and other 
organs. The Royal Society, Britain’s most au- 
gust scientific body, felt moved to comment. 
It criticised the two researchers for poor ex- 
perimental design, for their hasty remarks 
about the dangers of genetic modification, 




















Poisonous? 
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and for the fact that they broadcast their re- 
sults in the mass media rather than the peer- 
reviewed scientific press. 

That last criticism has now been ad- 
dressed. But the article that appears in the 
Lancet suggests that the other two com- 
plaints were on the mark. The paper looks at 
the effects on rats of potatoes that have been 
genetically engineered to produce an insecti- 
cidal molecule called GNA, which is normal- 
ly found in snowdrops. For comparison, 
some rats were fed with normal potatoes 
that had been mixed with GNa by more tra- 
ditional methods. 

Dr Pusztai and Dr Ewen found few sig- 
nificant differences between the two groups 
of rats. The exceptions were that raw GM po- 
tatoes appeared to thicken the lining of a bit 
of the gut called the jejunum more than the 
controls did, while boiled Gm potatoes 
thinned the lining of another bit of the gut, 
called the caecum. From this, the two re- 
searchers conclude that there is something in 
the process of genetic modification, beyond 
the mere presence of Gna, which is affecting 
the rats directly; and that this might happen 
with other Gm crops, such as soyabeans. 
Which, if true, would be a devastating indict- 
ment of genetic modification. 

The trouble, according to Hubert Note- 
born, a researcher at rikitt, the Dutch Na- 
tional Institute for Quality Control of Agri- 
cultural Products, is that the experiments do 
not actually lead to this conclusion, because 
of procedural flaws. To begin with, the pair 
have not fed enough animals their potatoes 
for long enough tosee truly significant effects 
(at least 30 days is necessary in Dr Note- 
born’s experience; the published trials lasted 
only ten). There is also no information as to 
whether the apparent impact varied accord- 
ing to the dose of GNA, or potato, that the ani- 
mals received, an important test of whether 
the phenomenon is genuine or not. 

More worrying to Dr Noteborn, how- 
ever, is that potatoes are tricky plants to use 
in feeding trials because they vary so much 
from tuber to tuber in a range of vitamins, 
starches, proteins and—significantly—natu- 
ral poisons. Until such variables can be ruled 
out, putting the blame on genetic modifica- 
tion is premature. Indeed, Dr Noteborn has 
done such standardisation on tomatoes and 
then fed them to rats with none of the ad- 
verse effects that Dr Pusztai is reporting. 

Dr Noteborn is not alone in his criti- 
cisms. John Gatehouse, a researcher at the 
University of Durham who produced some 
of the GM potatoes used, described the pa- 
per as “hopelessly confused”. At least two of 
the paper's six reviewers recommended its 
rejection, enough to send most other manu- 
scripts into the bin. But genetic modification 
is so fraught with public accusations of cor- 
porate cover-ups and government conspira- 
cies that the Lancet decided that it was right 
to publish. Caveat lector. 
= 
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Let death be my dominion 


Medical advances have thrown open the debate about voluntary euthanasia 
for the terminally ill. This, in turn, will challenge attitudes to suicide in general 


ILL WHITE had had enough. Paralysed in 

a gymnastics accident in 1967, he had 
spent the past 32 years as a quadriplegic 
hooked up to a respirator, longer than al- 
most anyone else in the United States. He 
needed 24-hour care and rarely left the hos- 
pital. Despite this, Mr White's life was not 
empty. He had many friends. He 
was known for his vitality, generos- 
ity and sense of humour. He raised 
money for charity. Computers of- 
fered him a window to the outside 
world. Nevertheless, earlier this 
year he decided that he wanted to 
die, and demanded that his ventila- 
tor be turned off. 

Friends, family, local Catholic 
priests and the staff at Strong Me- 
morial Hospital in Rochester, New 
York, where he had lived for three 
decades, spent weeks trying to make 
him change his mind. A disability- 
rights group even went to court to 
try to stop the hospital from fulfill- 
ing his request. All these efforts 
failed. This summer Mr White got 
his way. His ventilator was turned 
off, and he died. Michael McBride, a 
friend of 25 years, was bitter. “Why 
his life should not be worth living I'll 
never know,” he said. “He was a 
great guy and I miss him already.” 

In one way Mr White’s case is 
not that remarkable—life-saving 
treatment is withdrawn every day 
in hospitals around the world. But 
what did make it notable was that, 
after failing to persuade him to con- 
tinue living, the hospital’s staff felt 
duty-bound to comply with his de- 
mand—and his family to acquiesce 
toit—and so to help him, in effect, to 
commit suicide. Although his health had be- 
gun to deteriorate, the same could be said of 
many 50-year-olds. Unlike most people 
whose machines are switched off, he was 
not terminally ill, and he had learned to live 
with his condition over many years. Yet his 
decision to die was reported sympathetic- 
ally, though sorrowfully, even in Rochester's 
local Catholic newspaper. 
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Disapproval of Mr White’s choice was 
far more muted than might have been ex- 
pected in most western societies a genera- 
tion ago. Over the past few decades, ageing 
populations and advances in medical tech- 
nology have put a growing number of peo- 
ple in Mr White’s position—attached to a 





Holding death in his hand 


machine but wanting to die. Even for those 
who escape this fate, medical treatment has 
often made death more prolonged and more 
painful. These developments have sparked 
complex and emotive debates about how to 
handle the final stages of life. 

The Dutch parliament is currently con- 
sidering a bill which would make perma- 
nent a 15-year experiment in allowing doc- 


tor-assisted suicide by codifying in law 
regulations which have governed such prac- 
tices. Backers of the bill originally wanted to 
extend the right todie tochildren as young as 
12 years old. That provision was too much 
even for the Dutch, and it has been dropped. 
But it shows how far the boundaries have 
moved. The Dutch experiment has been 
closely watched by other countries. Switzer- 
land and the American state of Oregon have 
also passed laws which allow some forms of 
physician-assisted suicide, a practice which 
goes on everywhere whatever the law says. 
Like it or not, the idea that people have a 
“right to die” is no longer considered outlan- 
dish. Indeed, it is gaining support. 

So far this “right” is usually discussed ina 
single, strictly limited context: terminal ill- 
ness. And yet, if this right exists, 
what about suicide in general? Why 
should the right to die be confined 
only to the terminally ill or those in 
great pain? Does not everyone, in- 
cluding the hale and hearty, have 
the right to choose the timing and 
manner of their own death? And if 
they do, what right do the rest of us 
have to disapprove of suicide, or to 
try to stop it? 

These are uncomfortable and 
disturbing questions. Most of those 
advocating legalised voluntary eu- 
thanasia would be horrified by the 
suggestion that their arguments 
could ever lead to a greater toler- 
ance, or even endorsement, of sui- 
cide in general. The taboo against 
suicide in western culture remains 
strong. Although suicide is no longer 
a crime in most countries, and sui- 
cides are no longer buried, as they 
once were, at a crossroads with a 
stake through their hearts, severe 
disapproval of suicide survives in a 
different form. 

Today it is widely perceived as a 
medical problem, almost exclusive- 
ly the result of mental or emotional 
instability. Groups dedicated to sui- 
cide prevention have sprung up 
around the world, and the study of 
suicide and the treatment of those 
who attempt it have become major 
branches of psychology. Suicide has become 
less asin, more a modern disease. 

The growing debate about euthanasia 
has barely dented this consensus that sui- 
cide in other contexts can never be the choice 
of a healthy mind. Questions of when 
voluntary euthanasia can be permitted, the 
nature of consent and the role of doctors and 
families are regularly explored in both the 
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popular media and professional journals. 
But most discussion has steered clear of the 
basic issue of whether suicide itself is right or 
wrong, or can ever be rationally chosen. 

“Our society has not evolved a mea- 
sured, considered set of moral rules, laws, 
and customs concerning suicide,” observes 
Margaret Pabst Battin, author of “The Death 
Debate” (Prentice Hall; $24.95), a lucid survey 
of the ethical issues suicide raises. Given that 
70-80% of people in the developed world 
now die under some kind of medi- 
cal care, she finds this a “cause for 
philosophic and practical alarm.” 

It is difficult to believe this reti- 
cence can continue indefinitely. If 
voluntary euthanasia at the end of 
life becomes more widely accepted, 
it is likely that society’s disapproval 
of suicide in general will come un- 
der greater scrutiny, if only because 
the dividing line between suicide in 
the case of the terminally ill and oth- 
er kinds of suicide will become more 
blurred. The ensuing debate could 
make the current disagreements 
over euthanasia look tame. 

Nor are public attitudes to sui- 
cide merely academic. Despite the 
strong social disapproval of suicide, 
many people choose it. Official fig- 
ures indicate that worldwide more 
than 750,000 people kill themselves 
every year. The true number is probably 
much higher. And the number of people 
who attempt suicide, researchers estimate, is 
about ten times the number who succeed. In 
almost every country not torn by war or po- 
litical conflict, more people kill themselves 
than are murdered—even in the United 
States, where the murder rate is higher than 
in other rich countries. Suicide is among the 
leading causes of death in people aged 15 to 
24 in scores of countries, and in many the 
suicide rate for young people has risen in the 
past decade according to statistics collected 
by the World Health Organisation. Disap- 
proval, reticence and treating suicide solely 
as a symptom of mental illness have not ac- 
tually done much tocurbit. 

If a public debate about the morality of 
suicide were to develop out of the euthana- 
sia debate, how might it proceed? That is dif- 
ficult to predict, because current attitudes to- 
wards suicide are such an incoherent 
medley of views inherited from the past. 
Nevertheless, both sides of any such debate 
would have a rich fund of arguments to 
draw upon. Although there has been little 
public discussion of the morality of suicide, 
philosophers have always been fascinated 
by the subject. As is the way with philoso- 
phers, many have often come to diametric- 
ally opposite conclusions. Aristotle con- 
demned it. David Hume defended it. 
Jean-Jacques Rousseau called the right to 
suicide a “clear and self-evident principle”. 
For Ludwig Wittgenstein it was an “elemen- 
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Christian despair 


tary sin”,a challenge to any moral system. “If 
suicide is allowed, then everything is al- 
lowed. If anything is not allowéd, then sui- 
cide is not allowed,” he concluded. 
However, even in this secular age, any 
such debate would probably have to begin 
by examining the religious objections to sui- 
cide which, at least in Judeo-Christian cul- 
tures, have been the most persistent and are 
still widespread. The most basic of these is 
that suicide is forbidden by the Bible. In fact, 








there are no explicit biblical injunctions 
against suicide, only prohibitions of killing 
which are better interpreted as forbidding 
the unlawful killing of others. This was 
pointed outas long agoas the 17thcentury by 
John Donne, an English poet and divine, 
who wrote an entire book on suicide. More- 
over, the suicides that do occur in the Bible— 
Samson, Saul and Judas among others—are 
not described in a disapproving manner. 


The gift of life 
In any case, both the Jewish and Christian 
disapproval of suicide dates from the fourth 
century Ap, late in the development of both 
religions, and does not derive directly from 
scripture. Ironically, the Christian Church, 
encouraged by the arguments of St Augus- 
tine, adopted a strict prohibition against sui- 
cide precisely because it had become so pop- 
ular among Christians. A vogue for 
martyrdom, and even collective suicide, had 
by then begun to threaten the Church. Any 
religion which preaches that life on earth is a 
vale of tears, a mere prelude to a better after- 
life, would seem to be inviting its adherents 
to kill themselves, unless it can offer a good 
reason for them to delay their departure for 
paradise. Declaring suicide a mortal sin was 
the Church’s solution. Islam took the same 
path, forbidding it outright. Other religions, 
such as Buddhism and Hinduism, are less 
condemnatory. 

Scriptural or clerical injunctions do not 
weigh very heavily with the secular-minded 


or the occasional church-goer. But a range of 
other religious arguments hold greater sway. 
Life is said to be a gift from God, one that 
therefore should not be destroyed. Similar 
analogies based on property or personal re- 
lations—man is made in the image of God; 
the body is the “temple” of God; human be- 
ings are the servants or sentinels of God on 
earth—are often expressed. 

All these notions aim to say that God has 
entrusted us with our lives, and that we have 
no right to repudiate that trust. But 
all are vulnerable to the objection 
that God has also supposedly given 
man free will, and if the “gift” of life 
has become so onerous, if it is one of 
excruciating pain and unending 
misery, for example, is the recipient 
really obliged to be so grateful? Who 
is morally culpable in this case, the 
person who wants to return this poi- 
soned chalice, or the omnipotent 
and omniscient God who has cho- 
sen to impose it on the hapless re- 
cipient? 

A more sophisticated religious 
argument, promulgated in the 18th 
century and still heard frequently 
today, is that suicide is “unnatural”, 
that it violates the natural order of 
the universe. God has created the 
world and its physical laws, and 
placed man in it. Suicide frustrates 
the divine scheme. In a celebrated essay on 
suicide, Hume, a great Scottish philosopher, 
thoroughly demolished this view. 

He pointed out that almost any human 
action alters the natural order. “If I turn aside 
a stone which is falling upon my head, I dis- 
turb the course of nature, and linvade the pe- 
culiar province of the Almighty by lengthen- 
ing out my life beyond the period which by 
the natural laws of matter and motion He 
had assigned it, ” he wrote. “It would be no 
crime in me to divert the Nile or Danube 
from its course, were I able to effect such pur- 
poses. Where then is the crime of turning a 
few ounces of blood from their natural 
channel?” To the argument that human life is 
a special exception, Hume's reply was blunt: 
“the life of man is of nogreater importance to 
the universe than that of an oyster.” If one 
accepts the deist view of God as a “watch 
maker” who sets the world ticking and then 
does not intervene, Hume’s conclusion 
seems irrefutable. 

A second category of arguments against 
suicide is secular and involves, in one form 
or another, claims that we owe it to other 
people—family, friends or society as a 
whole—not to kill ourselves. In this view, sui- 
cide is always a supremely selfish act in that 
it ignores genuine obligations that all human 
beings have towards others. It is undeniable 
that most suicides havea devastating impact 
on family and friends. “Suicide kills two peo- 
ple,” Arthur Miller wrote famously in “After 
the Fall.” “Thats what it’s for!” 
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The anguish of survivors can be terrible. 
“The grieving process is much more diffi- 
cult,” explains Stephanie Weber, the execu- 
tive director of Suicide Prevention Services in 
Batavia, Illinois. “Not only do survivors have 
to cope with a sudden death, but one which 
has been intentionally inflicted by someone 
they love.” Survivors are often overwhelmed 
by guilt and anger at the same time—guilt 
that they were not able to prevent the sui- 
cide, and anger at the person for killing 
themselves. Their anger is frequently mis- 
directed at police, medical staff and friends. 
“Eventually the anger does have to be direct- 
ed at the person who died, and it can stay 
with you forever,” says Ms Weber. She 
speaks from personal as well as professional 
experience. She became a suicide counsellor 
after her own mother killed herself in 1979. 

Given the high cost to survivors, any 
moral evaluation of many specific cases of 
suicide would condemn them on this score 
alone. And claims that many suicides are re- 
neging on wider social obligations—by de- 
priving the society which nurtured them of 
their talents and labour—might also be ac- 
cepted as a good reason to condemn the sui- 
cide of some individuals. But arguments 
based on social obligations are curiously 
double-edged. For every case in which a sui- 
cide is opposed or condemned on grounds 
that it repudiates an obligation to others, a 
contrasting situation can be conjured in 
which suicide might actually fulfill such ob- 
ligations. 

The frail, old or seriously 
ill person whose care is a pro- 
longed financial and emotion- 
al burden on others might, if 
social obligation is the primary 
yardstick, feel not only justi- 
fied in killing themselves, but 
required to do so, In the past, 
many subsistence societies 
have in fact adopted this view, 
expecting old people to retreat 
to the wilderness to die when 
they can no longer contribute 
to the communal welfare. If 
similar standards were adopt- 
ed by developed societies, pris- 
oners, the disabled, drug ad- 
dicts, the mentally ill, even the 
long-term unemployed—any- 
one, in short, whois dependent 
on others or can be described 
as a burden—might find them- 
selves in a similar situation. Social obligation 
is a poor basis for a general condemnation of 
suicide because it can just as easily be used to 
justify, and even promote, suicide in certain 
circumstances. 

This problem is avoided by another class 
of arguments against suicide based on the 
axiom that there is an intrinsic value to all 
human life, and that suicide is therefore 
wrong. This is a frequently voiced view and 
initially seems quite attractive. It is often ex- 
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pressed in religious terms, as the “sanctity” or 
“sacredness” of life, but does not necessarily 
require religious sanction to command re- 
spect. Immanuel Kant relied on man’s ratio- 
nality and capacity for moral choice to argue 
that it is wrong to treat any human being, 
even ourselves, as a means to some other 
end, and therefore wrong to kill ourselves to 
avoid pain or misery. 


The value of gifts 


Some such concept of the value of life itself is 
deeply engrained in western culture, and lies 
behind many contemporary public policies 
which are emphatically not utilitarian. 
Compulsory euthanasia of the severely dis- 
abled or the mentally impaired would be 
anathema to most people, whether or not 
those concerned are burdens on society as a 
whole or could ever lead meaningful lives. 
Medical care is given to the terminally ill,and 
expensive efforts are made to extend their 
lives. Long-term prisoners are not used for 
scientific experiments or the harvesting of 
transplant organs, although it could be ar- 
gued that this would benefit society as a 
whole. Similarly, to commit suicide is wrong, 
goes this argument, because it rejects the in- 
trinsic value of human life. Life is more than 
merely a utilitarian means to certain bene- 
fits. If these benefits become unattainable, 
life cannot be simply thrown away, even for 
the convenience of the person who holds it. 
Asociety which values life, therefore, should 
also condemn suicide. 





Death before dishonour 


But in practice the value of human life is 
not observed so absolutely. Few people are 
total pacificists, for example. Most societies 
sanction killing in war, for self-defence and, 
until recently, capital punishment. The ratio- 
nale in all three cases is the saving of other 
lives. This also justifies the approval of heroic 
self-sacrifices such as the pilot who crash- 
lands his plane to avoid a congested residen- 
tial area or someone who gives up their place 
in a lifeboat to others. Although rarely de- 
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scribed as such, these are a type of suicide. 

Once sacrifice, or self-sacrifice, is con- 
ceded as a morally acceptable exception to 
the intrinsic value of human life, the princi- 
ple collapses as an effective objection to sui- 
cide in general. Many suicidal people might, 
if they were disposed to argue their case, 
claim that they were, indeed, sacrificing 
themselves to save others, if not from immi- 
nent death, at least from a life blighted by the 
need to care for them. Moreover, if life is in- 
trinsically valuable, the question arises: 
valuable to whom? The value of human life 
must consist in more than mere biological 
existence. If the holder of any individual life 
finds it no longer of value, then surely objec- 
tions to that person’s suicide based solely on 
the value of life carry little weight? 

So there are problems with most of the 
common arguments used to justify a blanket 
disapproval of suicide. But those who would 
advocate a more tolerant attitude towards 
suicide in any future debate will also face ob- 
stacles. Their case must, in some sense, be 
based on the idea that a decision to commit 
suicide can be rational. Establishing this is 
more difficult than it appears. 

The current medical model of suicide, 
which has spawned such a great increase in 
suicide-prevention and intervention efforts, 
denies absolutely that suicide, except for the 
terminally ill, can ever be a rational choice, 
and claims that society has an obligation to 
stop someone with an unbalanced mind 
from destroying themselves just as it would 
try to stop them from doing 
other harmful acts. The fact 
that suicide is utterly irrevoca- 
ble just adds to the obligation 
tointervene. 

There is a great deal of evi- 
dence for this view. Most peo- 
ple who fail at suicide, or who 
are rescued after an attempt, 
do not try to kill themselves 
again. Anti-depressant medi- 
cation and counselling have 
helped many people banish 
suicidal thoughts. And yet the 
terminally ill also often have 
great difficulty in coming to a 
rational decision about wheth- 
er they want to live or die. A 
study of 168 terminal-cancer 
sufferers published last month 
in the Lancet by researchers at 
the University of Manitoba in 
Canada found that their desire to go on liv- 
ing fluctuated greatly, depending largely on 
their experience of distressing symptoms. 
Given this, should not society reinforce the 
taboo against suicide and resist even a relax- 
ation of laws against euthanasia? 

There is also something peculiar about 
the very notion of “rational” suicide. Because 
noone really knows what comes after death, 
the idea that a rational weighing of costs and 
benefits can be ever be made seems nonsen- 
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sical. Whatever comes after death, even if it 
is nothingness, may be worse than continu- 
ing to live even with the most excruciating 
pain; on the other hand, it may be better 
than anything that life has to offer even to 
the healthy and successful. No one this side 
of death really knows. 

A successful defence of rational suicide 
lies in a more subtle argument often used by 
those advocating voluntary euthanasia and 
doctor-assisted suicide for the terminally ill. 
Prolonged, agonising deaths in which a pa- 
tient’s personality and sense of self-worth 
disintegrate can be degrading. Without 
these, life can seem meaningless. No one 
should be forced tocontinue suffering 
if they find their plight humiliating, 
their sense of selfhood destroyed. 
There are human values which trump 
even continued life. 


Questions of dignity 
This is a powerful argument, one 
which is widely recognised in other 
contexts, such as heroic self-sacrifice. 
Many people would choose death 
rather than kill their own children or 
take an active part in genocide, for ex- 
ample, or at least they like to think 
that they would make this choice.On 
amore mundane level, many people, 
while healthy and of sound mind, 
choose to sign “living wills” saying 
that they do not want to be kept alive 
with extraordinary medical mea- 
sures. One reason may be the pros- 
pect of the pain involved. But another 
is clearly that many people are revolt- 
ed by the image of themselves as help- 
less objects of pity. 

A loss of the dignity and self- 
worth which gives life meaning also 





-cause it permits individuals the maximum 


amount of choice over the timing, manner 
and painfulness of death. Such a shift in atti- 
tudes would represent a revolution, and 
would be bitterly resisted by many. 

Another concept increasingly deployed 
by advocates of euthanasia and doctor-as- 
sisted suicide is that the terminally ill have a 
“right to die”—that is, not only a right to re- 
fuse treatment, but a right to obtain help in 
committing suicide. In 1997 the American Su- 
preme Court found that there is no constitu- 
tional right to assisted suicide. But the court’s 
ruling did not bar states from passing laws 
explicitly creating such a right if they chose 









to die. If Mr White, the Rochester quadriple- 
gic, had not required a respirator, should he 
have been forced to continue living, or to re- 
sort to the extreme of self-starvation? 

But what is the nature of this right? Is ita 
“negative” or “liberty” right, such as the free- 
dom of speech or religion, requiring that oth- 
ers should not interfere with someone exer- 
cising it as long as that person is not injuring 
others? Or is it a “positive” right, such as the 
right to health care, education or a minimum 
standard of living, requiring that others, usu- 
ally via the government, assist anyone exer- 
cising it? Many voluntary euthanasia cam- 
paigners believe that the right to die should 
be a positive right, requiring doctors 
to assist those who want todie. 

Extending either kind of right to 
those who are not terminally ill 
would challenge many of today’s set- 
tled attitudes. A “negative” right todie 
would limit suicide prevention efforts 
to those cases where some other fac- 
tor—obvious mental illness or obliga- 
tions to immediate family—could be 
cited to override it, and even then per- 
haps only until the person concerned 
had time to reflect on his or her deci- 
sion. A “positive” right to die would 
require not just doctors, but the rest of 
us, to help suicides kill themselves. 

Although this seems a preposter- 
ous suggestion, it does follow from 
many of the arguments put forward 
by those advocating euthanasia and 
physician-assisted suicide. They want 
toconfine the right to die to the termi- 
nally ill. This will probably be the de- 
sire of most people. So why are eutha- 
nasia advocates required to make the 
case for doing this? Does it really mat- 
ter that there are few good arguments 





lies behind many suicides by physi- 
cally healthy people. Does this make 
them rational? If retaining a sense of dignity 
or personal integrity can be a deciding factor 
for those who are terminally ill, it is difficult 
to see why it should not also apply to others 
as well. Those tormented by permanent 
mental illness, for example, often try to kill 
themselves. Perhaps, despite their mental ill- 
ness, theirs is a rational choice. If they persist 
in it, even after repeated attempts to per- 
suade them otherwise, why should not their 
desire to die command as much respect as 
that of someone with terminal cancer? 
Extending the same reasoning to every- 
one, healthy or ill, would recreate in contem- 
porary society an approach to suicide remi- 
niscent of the Roman stoics, the Japanese 
samurai or the French Montagnards. They 
believed suicide was an honourable and 
perfectly rational option for anyone who 
found that they could no longer pursue a life 
that was meaningful to them or consistent 
with their self-respect. A few contemporary 
authors have even speculated that suicide 
could become the preferred end to life, be- 
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Inseparable 


to do so. If a right to die does eventually win 
legal recognition in more jurisdictions, as it 
has in the Netherlands, then once again it 
raises the question of why such a right 
should be confined to the terminally ill—a 
subject rarely explored by those advocating 
it. The rationale usually cited in their case is 
that patients facing imminent death should 
have control over their own fate, and that a 
society which respects individual autono- 
my, as liberal democracies claim to do, 
should respect this most intimate and perso- 
nal of decisions. On the face of it, this seems 
justifiable. 

But, in fact, the right to die is an idea with 
disturbing implications. Terminally ill pa- 
tients are not the only people facing death. 
Weall are. And if someone decides that life is 
no longer worth living—because of physical 
or mental pain, rejection by others, humilia- 
tion, despair or, for that matter, boredom— 
then autonomy will mean little if they have 
to wait until they are in the grip of terminal 
illness to claim a “right” as basic as the right 


for limiting the discussion in this 
way? Is a troubling debate about the 
wider issue of suicide inevitable? 

Not inevitable perhaps, but likely. In lib- 
eral democracies, which rely on open and 
free debate to function, the logical implica- 
tions of any public-policy argument are a 
power to be reckoned with. The values and 
choices of liberal societies sometimes defy 
logic, of course, but they are always open to 
challenge on rational grounds. 

In their efforts to achieve a more hu- 
mane end tolife, euthanasia advocates have 
always recognised that they had to refute 
one “slippery slope” argument—that allow- 
ing euthanasia and assisted suicide could 
lead to coercion of the old and ill and a has- 
tening of their death to suit the living. But 
they also face another “slippery slope” 
which few have yet recognised—that the ar- 
guments for euthanasia could lead to calls 
for the acceptance of suicide as morally valid 
not just for the terminally ill, but for many 
others as well. If the old taboo crumbles, 
what will replace it? 
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HEN Amalia Rodrigues 

died last week, the govern- 
ment of Portugal declared three 
days of national morning. Politi- 
cal activity in the country’s gen- 
eral election campaign came to a 
halt. The president was the chief 
mourner at the singer’s state fu- 
neral. It was a singular expression 
of national grief and in some 
ways a peculiar one. 

Entertainers, however fam- 
ous, rarely, if ever, depart in such 
ceremony. It did not happen to 
Maria Callas, perhaps the most 
celebrated opera singer of recent 
times, when she died in 1977; or to 
Frank Sinatra, who died in 1998. 
There was some sadness, certain- 
ly; a lot of reminiscences, of 
course; but life went on largely 
uninterrupted in Greece and 
America. The sanctifying of Ama- 
lia Rodrigues may say something 
about the nature of the Portu- 
guese as well as about what the 
prime minister called “the voice 
of the country’s soul”. 

She was known simply as 
| Amalia. The diminution of her 
name was itself a reflection of her 
fame (as was Britain’s Diana, or 
Di, whose death in 1997 also brief- 
ly interrupted the life of her coun- 
try). Her style of singing is called 
fado, the Portuguese word for fate. 
“I have so much sadness in me,” 
Amalia said. “I am a pessimist, a 
nihilist. Everything that fado de- 
mands in a singer I have in me.” 
Amalia’s message of fatalism seems to have echoed a mood 
among her admirers, Portugal is still among the least modern of Eu- 
ropean countries, though it has been modernising rapidly of late. It 
expects its economy togrow by about 3% this year, compared with 
an average of only 1.9% growth for the rest of the euro area. But GpP 
does not change a country’s sentiment overnight. Portugal was the 
first European country in modern times tocarve outa great trading 
empire. Go almost anywhere in the world and you find traces of 
| Portuguese architecture, language and genes. Generation by gener- 
ation, the once-rich Portuguese have seen their empire slowly van- 
ish, and not very gracefully. East Timor is still formally Portuguese. 
“Tsing of tragedy,” Amalia said, “of things past.” 








The politics of song 


Amalia Rodrigues was never sure of her exact birthday. Her grand- 
mother said it was in the cherry season, so she assumed she was 
born in early summer. Other details of her childhood were also ob- 
scure. Some accounts said her father was a shoemaker; others that 
he was a musician. The story that as a teenager she sold fruit on the 
docks of Lisbon, capturing the hearts of her customers with her 
singing, was willingly believed by those who adored her. The ado- 
ration was put to the test in 1974 when Portugal emerged from half 
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Amalia Rodrigues, Portugal’s queen of 
fado, died on October 6th, aged 79 





OBITUARY 


Amalia Rodrigues 


a century of dictatorship. Ama- 
lia’s critics said she had benefited 
from the patronage of the most 
enduring of Europe's fascist re- 
gimes. 

“I always sang fado without 
thinking of politics,” Amalia re- 
sponded angrily. It was a claim 
impossible to contradict. Yet fado, 
with its melancholy fatalism, was 
an appropriate accompaniment 
to the thinking of the Portuguese 
leader, António de Oliveira Sala- 
zar. Not for him the ruthless ur- 
gency of Hitler. Rather, in his cor- 
porate state he wanted to 
preserve Portugal as a rural and 
religious society where industrial- 
isation and other modernising in- 
fluences would be excluded. He 
kept Portugal out of the second 
world war. It was too wearisome. 

Fado was the music of Portu- 
guese tradition. If it had any for- 
eign ingredients they were from 
Africa, but these were acceptable: 
huge areas of Africa had been 
Portuguese. And here was Ama- 
lia, the queen of fado, clad all in 
black, her throbbing voice ac- 
companied by two guitarists, her 
head thrown back, her eyes 
closed. She was the essence of sad- 
ness, bearing the memories of two 
marriages; both unhappy. When 
Salazar heard “O Grito” (“The 
Cry”) he allowed himself a tear. 

Unsurprisingly, the Portugal 
that followed the dictatorship 
wanted cheering up, as well as 
modernising. The question of whether Amalia had been a suppor- 
ter of the old regime became irrelevant. Fado itself fell out of fash- 
ion. Rock was the music of democracy. 

Amalia, however, had built up other audiences abroad. The 
Brazilians, whose language is Portuguese, flocked to see her dozen 
or so films. A six-week tour to Rio and other cities had to be ex- 
panded to three months. In the United States record collectors said 
that her songs, with their four-line stanzas, were like the blues, and 
she did indeed make some recordings with a jazz saxophonist, 
Don Byas. Italians claimed to see links between fado and opera. 
The French said Amalia reminded them of Edith Piaf, who sang 
nostalgically of the tragedies in her life. A fado song given the Eng- 
lish title “April in Portugal” became a hit in several countries. 

In Portugal fado and Amalia gradually made a comeback. 
Amalia showed that she was really a democrat at heart by record- 
ing “Grandola Vila Morena”, the song that had swept the country 
when the dictatorship ended. The socialist government presented 
her with the country’s highest decoration, the Order of Santiago. 
She was giving concerts up to a year ago, and every one was sold 
out. “The sadder the song, the more the Portuguese like it,” she said. 
In this new time of change, pessimism was back in fashion. For 
Amalia, it was the happiest of endings. 
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COURSES __ 


Templeton 


The Oxford 
Advanced 
Management 
Programme 


9 January — 5 February | 18 June — 15 July 2000 


Please send details of: 

The Oxford Advanced Management Programme 
Return to: 

Caroline Lomas, Templeton College 

University of Oxford 

Oxford oxi 5NyY, England 

Tel +44 (0)1865 422771 Fax +44 (0)1865 422501 
Email amp@templeton.oxford.ac.uk 
www.templeton.ox.ac.uk 
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Name 


Address _ 





Presents a global overview of the 
business enterprise and its strategic 
challenges. This programme at 
Templeton provides a unique 
opportunity to stand back and pursue 
your own learning agenda, assisted by 
a world class team of individual tutors 
and in the company of some of the 
most international and high calibre 


senior executives. 
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International Certification Program 


The Chartered Treasury Manager (CTM®) designation is a symbol 
of excellence and a mark of achievement. A strong evidence of adherence 
to professional standards and code of ethics. After successful completion 
of study and examinations, the Charterholders of ACTM will earn the 
right fo use the CTM designation and join the growing global profession 
of treasury managers. 


The Association of Chartered Treasury Managers offers the International 
Certification Program leading to the designation, “Chartered Treasury 
Manager" (CTM). The CTM Program is designed to promote knowledge, 


skills and integrity among treasury professionals worldwide. 


NCTM 


The Association of Chartered Treasury Managers 


For more details and a free brochure, please contact us at 
Telephone : | 408-241-4895 (International); 1 877-410-3702 (US) 


Fax : 1 419-710-8860 Email: info@actm.org Website : www.actm.org 


ACTM, CTM and Chartered Treasury Manager are trademarks. 


London 


* 


Visualise your business 
and rehearse your strategy 


SYSTEMS 
THINKING AND 
STRATEGIC 
MODELLING 


A one-week programme 
designed for senior 
managers, corporate 
planners and 

strategy advisers. 


«26 - 31 MARCH 2000 
° 10- 15 SEPTEMBER 2000 


at London 
Business School 


EXECUTIVE | 








EDUCATION 
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Visualisation and computer modelling can sharpen the management team's collective insight into the 
consequences of change. Systems Thinking and Strategic Modelling combines the theory and practice of 
systems thinking with the power of computer simulation. 

it shows you how to identify then map the business interdependencies within companies, including your 
own. Vivid computer simulations and microworlds enable you to test different "what-if" scenarios revealing 
hidden pitfalls, unravelling dynamic complexity and leveraging the full potential of the business system. 
You will learn how to capture and use the knowledge of teams in order to test the feasibility of proposed 
change and develop consensus. You will also use modelling and simulation to tackle real business problems. 
By the end of the programme, you will be equipped with the advanced thinking skills essential to shape 
successful strategic change with confidence. 


www.lbs.ac.uk/execed 

Contact: Praful Patel 

Tel: +44 (0) 171 706 6836 

Fax: +44 (0) 171 724 6051 

ST9901 Email: execinfo@lbs.ac.uk 
Londen Business School exists to advance learning and research in business and management 


Transforming futures 
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. Amsterdam 
Committed to being an international center of “excellence for management | C 7 Ins ti tu te of Finance 


education, Rotterdam School of Management is the Graduate School of Business at 
Erasmus Universiteit Rotterdam in The Netherlands. Consistently ranked among 
the top business schools in the world, the school is renowned worldwide for its 
international character and innovative programs. 



















In cooperation with the faculty of INSEAD 


Investigates aspects of company valuation and risk management, 
in the following upcoming courses: 





Valuing Commercial Banks 
(Nov. 3 - 4) 


Real Options 
(Nov. 5 - 6) 


INTERNATIONAL MBA PROGRAMS 





The Rotterdam School of Management's MBA (General Management) and 
MBA/MBI (plus information Technology) bring together participants from 

$0 countries for an intensive 18-month hands-on approach to management, 
taught entirely in English. 


Valuation Principles 
(Nov. 10 - 1I) 


5 eas . ° ° 
A GLOBAL PERSPECTIVE Financial Risk Management 
| If you are interested in an MBA program which offers you the unique (Nov. 15 - 19) 
opportunity to work and study with students from all over the world, j 
you will find the RSM an excellent choice. 














èk Asset and Liability Management 
Be CONTACT US (Nov. 22 - 26) 


Visit our website for a schedule of upcoming RSM information sessions in 


a city near you - www.rsmunl g : = F 
For information, please visit our Web site, or contact us directly. 











E~mail: world@rsm.nl 

Internet:  www.rsm.ni 

P.O. Box 1738 i 

3000 DR Rotterdam R S Mee AIF - Herengracht 205, 1016 BE Amsterdam, The Netherlands 
The Netherlands =~ : r telephone: +31-20-5200162/160 - fax: +31-20-5200761 
Phone: +31-10-408 2222 Rotterdam School of Management e-mail: info@aif.nl - internet: www.aif.nl 

Fax: +31-10-452 9509 Erasmus Graduate School of Business 








NATIONAL FINAN 





PART-TIME & FULL-TIME PROGRAM W Taught by our internationally renowned If you are interested in excellent training 
























faculty and regular visiting professors and a career in International Finance, we 
sastrong knoaledie baseof harels @ A mixture of rigorous scholarship and shall be pleased to send you our 
practical applications. Innovative information package. The application 
ae skills and a truly international program combines professional and ee p sag . PE 
teamwork experience...” one ae excellence, grantin deadline is June Ist, 2000. 
peepee direct access to Fnancial 
The Master Program in International skills not easily acquired elsewhere. INFORMATION 
Finance provides: m Highly international participant group Master Program in International Finance 
m A thorough understanding of the representing all maor spheres, Attn: Mrs. S. de Brieder 
complexities of international finance for Participants have clear ambition and Roetersstraat 11 
aspiring finance professionals whose potential to work in the finance field. 1018 WB Amsterdam 
careers require an in-depth @ Full-time (ten month) or part-time T, NT, : 
The Netherlands 
understanding of the issues involved (eighteen month) program Tel: a: j 
@ A specialised (optional) track in E Situated in one of the world’s leading Tel: +312032314764 
Mathematical Finance allows students to international financial centers Fax: +31-20-525.4333 
acquire advanced skills in financial @ Limited number of (partial) fellowships Email: mif@fee.uvanl 
engineering. available for the fulltime program Atip://www.fee.uvanl/mif 





SE DE UNIVERSITEIT VAN AMSTERDAM. 
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COLLEGE DEGREES 
DISTANCE EDUCATION ON YOUR SCHLDULE 
BS, MS; Ph.D. Many fields. No classes. 

NO COST evaluation! Send resume: 


Your Future Is Online ep te ersten | , 
CE LEARNING CHANNEL gy omen ede Modular, Distance 
w.ed-x.com iY nenie ornons Learning and Flexible 
Evening programmes 





















A Henley MBA is in a class of its own. 


UNIVERSITY DEGREE 


For Life, Academic & Work Experience 


Degrees for people who want to be more effective 
and secure in their jobs or professions. 


Ear your BACHELOR'S, MASTER'S of DOCTORATE degree by 
uang your m rija work experience, coer capa colori are 
í given for your: military, company re ti 
position with a courses, seminars and business experience’ 
legal degree. We accept college credits no matter when taken. 
and Our graduates are recognized for their achievements in business and 
transcripts industry, We will assist you in completing your degree requirements 
at your own pace through home study. 


"As you know Send/fax detailed resume fora NO COST evaluation. 


© experience i ; i i 
a head Pacific Western University 


All the study is designed to be relevant and 


in most cases immediately applicable. 




















If you’re launching 
into an MBA, 

















Sts ade 1210 Auahi Street, Dept 137, Honolult, Ht 96814-4922 
E i 1-808) 597- 
| degrees open CALL: (800) 423-3244 ext. 137- UK: 0800-960-413 W k f 
doors” Fax: (310) 471-6456 E-Mail: admissions@pwu.com e ma e su re O 
http:/Awww.pwu-hi.edu 


one thing. 






Where possible we use live case studies, we 





won't just swamp you with theory. 





So when you return to work you will be 





able to put the experience and knowledge 






*Live interaction with faculty and stude 


gained to immediate use. 
* Designed to fit the schedule of working professionals 










Being an international business school 


means that a Henley MBA is recognised 






and respected throughout the world. 





tegistration@tourouniversity.edu Tet (714) 816-0346 Fax: {714} 814-0367 
10542 Calle Lee, Suite 102, Los Alamitos, CA 90720 USA 


You hit the ground 
running. 







EUROPEAN 
CENTRE FOR 
PUBLIC AFFAIRS 


‘BRUSSELS 


Your fast track to Brussels 
Working with the EU - i 
Institutional Relations and Public Affairs 





If you want to study for a first class MBA 


and hit the ground running, don’t take off 









for anywhere else. 







7-Day Intensive Programme 
2 alternative weeks in 1999 
Oct 17-23 + Nov 28-Dec 4 1999 
* Ideal for these needing immediate * Involves some 25 sessions: lectures, 
practical insights into how Europe visite, case st H conducted by 
works and how best to work Europe. top Brussels o is and practitioners. 








v, HENLEY 


eb 
“gement C° 


V 

B Tel: +44 (0) 1491 418803 
DMA Email: mba@henleyme.ac.uk 
Woven 


Internet: www. henleymce.ac.uk 





* Keyed t action - with detailed guidance * Personal, power-assisted coaching 
and examples on haw to lobby, manage through group wark projects. 
corpora: 







nire, please contact 


1030 Brussels, Belgium 
t #92-2 7492.75.25, butpviwwwecpabcom  / 
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Ca | WASHINGTON INTERNATIONAL UNIVERSITY 


IS THE BEST FOR ME? aii — n man 
per a y e . : 
Over 1,600 univ's now offer distancoleaming degrees! America A Bachelor Master + Ph.D. 
BA, MA, MBA or PRI)? Cost? $2,000 or $25.000? Prefe Business (GMBA Majors) - Engineering 
i year or $ years? Essays‘exams or Life-Exp only? re « Libral Arts - Computer iB 
Government recognised or dubious dccreditation? D istanee Accelerared-degree programs * Academic credit for work (5% p 
VARIA experience * Students from 112 countries and 36 states in Wy QQ 
the USA * Send 2 page resume/C.V. for no cost evaluation. ous we 
P.O. Box 1138, Bryn Mawr, PA 19010-USA 
fax: 610.527.1008 © e-mail: washuniv@op.net * www.washint.edu 





‘Accredited one month residency, eight col- 
ages of study. US Dept. of Ed. approval as a 
foreign school equal to U.S. schools. Federal 
Family Ed, Loan Title IV Higher Ed. Act. 


Berne University 
International Graduate School 
35 Center St., Unit 18 
Wolfeboro Falls, NH 03896 Give your name & street address, Email 2@:kimba.net 
Call: (603) 569-8648 FAX: (603) 569-4052 var Fax (Dept 2) +662 634 7565 or weit to 

E-MAIL: beme@berne.edu 1733 Surawong Rd (Dept 2), 






















































important new report gives ALL the facts, Do not 
wante your time aud money. Get this ess 
information. before enrolling Your future depends on i 


University 




























FRENCH SPANISH 
in FRANCE, in BELGIUM 
GERMAN DUTCH JAPANESE l 


COURSES FOR 66 HOURS PER WEEK K 3 
MOTIVATED PEOPLE IN THE TARGET LANGUAGE a CERAN LINGUA 
: PORNS win a International information 
* ADULTS from 19 years Study: and reservations: 

* RETIRED PEOPLE OF 55 AND ABOVE up to 45 private and/or group lessons Tel: + 32- 87-79 112 
(Special conditions available) and pedagovical activitie i ete OLT oe 
é pedagogica acuivilies Fax: + 32- 87-79 [1 88 

* JUNIORS from {1 to 18 years & Since 1975 E-mail: 


- FRENCH in BELGIUM ae ; : Customer @ceran. be 
- ENGLISH in ENGLAND. Putting into practice with our teachers: 


in BELGIUM at breaks, meals and evening socio-cultural activities 








































in USA: Languagency 
Tel: | (413) 384-0334 
Fa 


Internet: 
1 (413) 584-3046 http:/Avww.ceran.com 





q A MAXIMUM OF PROGRESS IN A MINI M OF TIN 
DE | M M e E E E E O M A A a M 


APPOINTMENTS 


| 








TO HELP YOU MEET INTERNATIONAL EMPLOYERS 
RECRUITING FOR ASIA, EMDS IS PROUD TO PRESENT... 


The Republic of Lebanon has applied for a loan from the 
“International Bank for the Reconstruction and Development 
(IBRD) towards the financing of a General Education Project. In 
this context, the Ministry of National Education, Youth and Sports 
-(MNEYS) is seeking a: 


Project Coordinator 


S/he will be responsible for the coordination of all project 
activities and the management of the project unit. Detailed terms 
of reference are available at pegenrdp@destination.com |b. 




















A series of four recruitment events in the In co-operation with 


USA, Singapore, Hong Kong and the UK - 
EMDS invites you to apply to the first in Economist 
the series... 









Los Angeles, USA 
October 28-30, 1999 


Required qualifications: Master’s degree; 10 years of experience 
in a field relevant to the project (social sectors, development etc.), 
including 5 years of experience in management of complex 


projects; knowledge of Arabic, French, and/or English. If you are a graduate or early-career professional, fluent in English 


and at Jeast one Asian language, and plan to return to Asia for 
employment in 2000, AsiaManagers™ US 1999 enables you to meet 
and interview with the world’s leading employers over three days. 





Condition: Applicants should be of Lebanese citizenship. 


Terms of employment: Employment conditions and salary 
similar to contract employees locally recruited by international 
organizations in Lebanon. 


Apply now by completing our on-line application form: 
www.emdsnet.com/applyasia 
Deadline for Applications: September 16, 1999 





Duty station: Beirut, Lebanon m 
Starting date: January 2000 





Deadline: November 1, 1999 





For Candidate enquiries: For Corporate enquiries, please 
Tel: (001) (617) 720 5213 contact Jim Pelis or Rupert Adcock: 
Email: EMDS Tel: (601) (617) 367 3700 
usam_eng@emds.co.uk Email: jpelis@emdsnet.com 
Ce nae adcock @emds.co.uk 


Applications to be sent to: C/o Mr. Renaud Meyer, UNDP, UN 
House, Square Riad al Solh, PO Box 11-3216, Beirut, Lebanon 


Fax: 961.1.981.521 





For all queries, please state where you saw this advertisement and quote reference: Econt 
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Anyone wanting to play a part in shaping the future has to 
dare the unusual, be ready to face challenges and conquer 
the market with new ideas and concepts. Deutsche Post 
(DP) is ideally equipped to do just that. DP has successfully 
restructured its traditional business sectors and is going 
public in 2000. The current challenges DP faces are to 
develop new products and services (such as e-commerce 
and supply chain management), internationalize, intensify 
IT utilization and offer enhanced quality to its customers. 


Deutsche Post Consult International (DPC1), a recently established Deutsche Post subsidiary, is marketing Deutsche Post 
experience and know-how to an international audience. The range of tasks includes both consulting on, and active involvement in, 
the launch and further enhancement of modern postal services worldwide as well as preparing and implementing strategic 
cooperative partnerships, management contracts, joint ventures and investments. 


On behalf of the Bonn-based DPCL, we are seeking to recruit a number of new employees: 


Consultants on Postal Cooperation/ 
Mergers and Acquisitions eteren no. 011499 


Your main focus will be on implementing projects relating to cooperation with foreign postal companies as well as the 
acquisition of such companies. Specifically, you will participate in the definition and execution of pending tasks, act as the 
coordination point for your colleagues at Deutsche Post, DP’s service providers and the employees of foreign postal companies. 
You will assume responsibility for producing documentation on outcomes, presenting and facilitating discussion of those 
outcomes. You will also play a role in generating new contracts. 


Having graduated in business administration or completed training at a comparable level, you will have several years of 
professional experience under your belt either as a consultant or in the relevant department of an international enterprise. You 
have excellent English skills and ideally command of at least one other major world language, preferably Spanish. Experience in 
the postal sector and in business appraisal would be an advantage. The ability and willingness to engage in active and effective 
communication round off your personal profile. 


Consultants on Postal Regulation eeterene no ons 


Collaborating closely with your colleagues and the staff of government departments and postal companies abroad, you will 
work to a large extent independently on consulting projects relating to the creation and/or enhancement of regulatory systems 
governing postal markets outside Germany. 


After graduating in law, economics or business administration or training at a comparable level, you will have gained several 
years of professional experience in a regulatory authority and/or as a consultant. 


For further details regarding the area of responsibility and the requirements profile, see the job description above (Reference 
No, 011-498). Given the international focus of this work, it is essential that candidates for both positions be willing to travel 
abroad. 


For further information regarding these positions, please contact Mr. Armin Saidoun (Tel.: +49 228182 3840) or Mr. Markus 
Altenhoff (Tel: +49 228 182 2461). Send your application, stating your salary requirements and earliest start date, to: 

Deutsche Post Consult GmbH, Personalmanagement Neue Geschäftsfelder, Bonn-Center, Bundeskanzlerplatz 2-10, 53113 Bonn. 
URL: http:/ /www.deutschepost.de; Email:a.hanisch@deutschepost.de 


Ma. 


Mark your application clearly with the appropriate reference number. 
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The World Intellectual Property Organization (WIPO) in Geneva, one of the specialized agencies of the United 


Nations System, is seeking highly qualified and experienced candidates for the following functions: 
Information Technology Quality Assurance Specialists (two); 


Information Technology Technical Writers (two); 


. Business Analysts knowledgeable about information technology applications and business 
process re-design in organizations with between 500 and 1000 employees (three); and 


Change Management Expert with experience in information technology projects in 
multicultural environments. 


These positions are to be associated with major information technology and administrative reform projects. 
Qualifications: At least five years experience in the selected field. 
Attractive remuneration commensurate with experience. Consultancy Contract: one year, with possibility of renewal. 


Only the shortlisted candidates will be contacted. Persons wishing to apply should send their curriculum vitae as 
well as the completed WIPO Application Form (down-loadable from the WIPO web site) by November 19, 
1999, to: 


Mr. Federico Guicciardini, Engagements Section, WIPO, 34, Chemin des Colombettes, 
1211 Geneva 20, Switzerland, Fax: (41.22) 338.98.20, e- mail: personnel.mail@wipo.int. 














: STANDARD 
Automotive Analysts ORS 


~~" DRI 


Standard & Poor's DRI Global Automotive Group provides business forecasts, insight and advice to worldwide vehicle manufacturers, their suppliers, 
financiers, investors and other interested parties. The expansion of the Global Automotive Group has created the following exciting opportunities: 


Senior Truck Analyst 

In this key support role, you will be required to analyse and forecast major developments in selected truck markets, following truck manufacturers’ 
global strategies, investment and product plans. The primary focus will be to produce accurate and timely forecasts with written analysis for Standard & 
Poor’s DRI truck and light truck forecast publications. Additionally, you will provide key support to your manager, ensuring timely input of regular 
reports and maintenance of the truck database, assisting in global forecast consolidations, undertaking special projects and providing regular client 
support. You should have a university degree (MBA preferred), with a concentration in Economics/Business Studies/Marketing/Financial! analysis, and 

3+ years of industry-related experience. A second relevant European language would be desirable. The position is located in London, England. 


Automotive Forecasting Analyst 

You will be required to analyse and forecast developments in key European markets and to follow manufacturer strategies, investment plans and 
competitive positions on a European and global basis. The role involves the preparation of forecasts of vehicle sales and production for these markets; 
along with the preparation and delivery of related presentations. You should have at least degree level education with a concentration in Business 
Studies/Economics/ Marketing/Financial analysis. Some experience in the automotive industry is desirable as would a second European language 
(particularly French), The position is located in London, England. 


Senior Automotive Analyst 

This position is a new addition to our German office. The analyst is required to manage projects and provide client support while tracking the 
developments in the industry and following the key German OEM's. You will forman integral part of a team of forecast analysts who are based in 
Frankfurt, London, Paris, Boston and Washington. Your main role will be to forecast the development of the automotive industry in key European 
markets with emphasis on Germany, Austria and Switzerland. Fluency in German and English is required and excellent English writing and presentation 
skills are sought. Educated to degree level and preferably with an MBA or similar, you will have an established track record in forecasting or industry 
analysis, with good experience in the Auto industry (preferably with a supplier or vehicle manufacturer). The position is based in Frankfurt, Germany. 
Successful candidates will have excellent written and oral communication skills and advanced knowledge of Excel, Access, Word and PowerPoint 
software packages. Teamwork and a customer service orientation are also required, as-is attention to detail and demonstrably strong interest in the 
automotive industry and its products. 

Please apply with full CV and an indication of salary expectations to: Marian Peskett, Standard & Poors DRI, Fy 
Wimbledon Bridge House, | Hartfield Read, Wimbledon, London SW19 3RU. 

or e-mail: marian_peskett@standardandpoors.com A Division of The McGraw-Hill Companies 
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Social Science Research Council 


The Social Science Research Council anticipates appointing three or more new 
program directors or officers. Those hired will play leading roles in developing 
the Council’s programs in support of social science research, graduate 
education, and scholarly communication. Applicants should hold the PhD in one 
of the social sciences or closely related humanities fields, and have 
demonstrated excellence in social research and an ability to work collegially 
and carry out administrative responsibilities. We especially hope to add strength 
in the fields of global cooperation and security, higher education, applied 
economics, information technology in the social sciences, philanthropy and the 
nonprofit sector, studies of Europe broadly understood, Eurasia (including 
especially the former Soviet Union), and East Asia. 


The Social Science Research Council was founded more than 75 years ago to 
improve interdisciplinary research in the social sciences. With programs and 
partners on every continent, it has also become a primary institutional base for 
international social research. 


The positions require working closely with leading scholars, graduate and 
postdoctoral fellows, and foundation officers from all over the world. 
Administrative experience such as running similar programs, setting up or 


Sa 
KA BABSON 


COLLEGE 


TOYOTA CHAIR IN GLOBAL 
ENTREPRENEURIAL MANAGEMENT 


Babson College is proud to announce the Toyota Chair in Global 
Entrepreneurial Management. Named in honor of Shoichiro Toyoda, 
honorary chairman of the Toyota Motor Corporation, this faculty chair 
has been created to support an internationally recognized scholar in the 
areas of Japanese Commerce and Entrepreneurship in Large Corporations. 
This visiting position on the Babson College campus is one of six 
endowed chairs in the Glavin Center for Global Entrepreneurial 
Leadership and is associated with the Arthur M. Blank Center for 
Entrepreneurship. Responsibilities will include active scholarly research, 
participation in executive seminars, and lectures to Babson students and 


coordinating collaborative research. projects, supervising support personnel, or 
preparing grant proposals would also be helpful. Knowledge of international 
social science and of international organizations is valuable. There are no 
citizenship restrictions. and applications are welcome from candidates of all 
backgrounds. 


The Council provides a stimulating, interdisciplinary environment, Salaries are 
commensurate with experience and qualifications, and a comprehensive benefit 
package is provided. Provisions are made to enable professional staff to 
continue their professional development while at the Council. 
Applications will be accepted until the positions are filled, but receipt by 1 
November is an advantage. Candidates should submit a detailed letter of 
application, curriculum vitae, samples of written work, and the names of three 
referees to: Office of Human Resources, SSRC, 810 Seventh Avenue, 

3ist Floor, New York, NY 10019 

Tel: 212 377 2700 Fax: 212.377.2727 

Web: http://www.ssre.org 


external audiences. A willingness and ability to generate joint campus 
research projects and to participate in interdisciplinary studies will be 
highly regarded. 

Founded in 1919, Babson's Undergraduate, Graduate and Executive 
Education programs have been highly ranked by Business Week, the 
Financial Times and U.S. News & World Report. The college's entrepre- 
neurial programs have been selected.as the best in the United States by 
U.S, News & World Report. Located on 380 acres in Wellesley, 
Massachusetts, the College enrolls 1,625 undergraduate students and 350 
full-time and 1,300 part-time graduate students. 


Interested individuals are encouraged to submit their materials to: 
Michael Fetters, Vice President of Academic Affairs 
Babson College, Babson Park, MA 02457 


Visit our web-site: www.babson.edu. 
The SSRC is an equal opportunity employer. 


UGANDA INVESTMENT AUTHORITY 
Employment opportunity 
Job title: EXECUTIVE DIRECTOR 


The Uganda Investment Authority was established in 1991 to attract and promote foreign and local investments in Uganda. The Authority, 
through its dynamic and proactive investment promotion and facilitation, has played a leading role in making Uganda a front runner in Africa in 
investment attraction. Under its current strategic plan, the UIA’s vision is to make Uganda a leading investment destination for investors 
through focussed investment promotion, facilitation and aftercare. To this end, UIA wishes to immediately fill the vacant post of Executive 
Director to provide appropriate leadership for the achievement of this vision. 


Job Description 

The successful applicant, reporting to the UIA Board of Directors, will be responsible for the planning, direction, supervision and control of all 
UIA activities within its statutory and regulatory framework, including the formulation and realisation of qualitative and quantitative investment 
goals agreed upon by the Board. The Executive Director will be expected to spearhead the development of the UIA into a world-class 
investment promotion agency by training, leading, and motivating the staff. 


Qualifications 

The successful applicant will have drive, integrity and professionalism. He/She will have the ability to effectively relate with senior government 
officials, the diplomatic community donors, and the private sector leaders and investors. He/She should have a University Degree of equivalent, 
with a minimum of ten years professional experience and demonstrated achievements in investment; marketing and management related 
positions. Candidates with supervisory experience will be preferred, and direct experience of investment promotion work would be an advantage. 


Remuneration and Terms Of Service 

The position provides a competitive and rewarding remuneration package to the right person. The UIA will meet the costs of transportation for 
applicants invited for the interview, and the costs of relocation, if necessary, of the successful applicant. Appointment will be on contract for a 
period not exceeding three years with provisions for renewal. 


Applications should be accompanied by curriculum vitae, academic credentials, names of three referees, and two passport-size photographs and 
addressed to the undersigned so as to arrive not later than November 10, 1999. 


The Chairman, Board of Directors, 
Uganda Investment Authority, 
The Investment Centre, 

Plot 28, Kampala Road, 

P.O. Box 7418, 
KAMPALA. 
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‘Economist or Agricultural Economist 


The. international Fertilizer Industry Association is looking for an 
Economist or Agricultural Economist to act as the Executive 
Secretary of the Committee on Agriculture of the Association. A 
permanent appointment will be made to the Paris-based Secretariat. 


Under the direction of the Director General, the appointee will be 
responsible for the programme and activities of the Committee and its 
working groups and will manage issues and projects within the areas 
of fertilizer distribution and use, agriculture and the environment. 


Relevant qualifications include: 


* A post-graduate degree in Agricultural Economics or Economics 
with specialization in agriculture. 


+ Good report writing and verbal communication skills. 


» Fluent English and a good knowledge of French. 


Applications should be sent to: 
Director General, IFA 

28 rue Marbeuf, 75008 Paris, France 
E-mail: cboutaric@fertilizer.org 


UNIVERSITY OF 


Said Business School 
Professorships in Management Studies 


The Said Business School is rapidly establishing itself as one of Europe's 
leading. centres for management education and aims to become one of 
Europe's largest research business schools over the next few years. The school 
combines the traditional academic strengths of the University of Oxford with 
a talented and rapidly growing management faculty and is now preparing for 
the next phase of its development in 2001 when it will be moving into a 
purpose-built building adjacent to Oxford railway station. As part of this next 
phase the University has established a further two professorships in 
Management Studies. 


Ernest Butten Professorship of 
Management Studies 


Balliol College has generously agreed to fund the Ernest Butten Professorship 
of Management Studies. The chair is open to applicants from all areas of 
Management Studies but preference will be given to those with expertise in the 
areas of International Business and Strategy, Technology and Innovation, and 
Business History. The person appointed will be expected to have an 
exceptional research record in his or her chosen area. The electors intend to 
proceed to an election with effect from 1st October 2000 or such other date as 
may be arranged. A non-stipendiary fellowship at Balliol College is attached to 
the professorship. The professor will be required to act as Director of Studies 
in Management at the college. ‘ 


Professorship of Marketing 


The Professorship of Marketing, which has been established with the generous 
support of an anonymous benefactor, is attached to non-stipendiary fellowship 
at Green College. The professor will be expected to make a significant 
contribution to education and research in Management and will be expected to 
have an exceptional research record in Marketing. The electors intend to 
proceed to an election with effect from 1st October 2000 or such other date as 
may be arranged. 


Applications (ten copies for each post, or one only from overseas 
candidates), naming three persons who have agreed to act as referees 
on this occasion, should be received not later than 29th November 1999 
by the Registrar, University Offices, Wellington Square, Oxford OX1 2JD, 
from whom further particulars of each post may be obtained. Further 
particulars of each chair may also be accessed on the Web 
(URL: http://www.admin.ox.ac.uk/fp/). 


The University is an Equal Opportunities Employer. 
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- BANCO DE ESPANA 


POST-DOCTORAL RESEARCH POSITIONS 
ACADEMIC YEAR 2000/2001 


The Bank of Spain invites applications to take up Post-Doctoral 
Research Positions in its Research Department in Madrid. 
Candidates should have obtained a Doctorate or Ph.D. after 
January Ist 1994. Research projects will be in the fields of 
macroeconomics, monetary policy, international economics, 
econometrics, finance or the labour market. Appointments will 
be for a term of 3-12 months, as from September Ist 2000, 
and the gross monthly stipend will be US$4,400, plus return 
travel expenses. 


Candidates should submit their applications by January 
14th 2000. The Bank of Spain will notify the candidates 
selected no later than February 25th 2000. Requests for 
information on prerequisites and conditions should be 
addressed to: Bank of Spain, Training Department, Alcalá 
522, E-28027 Madrid (Spain). Tel.: (34) 91.338.64.12. 

Fax: (34) 91.338.68.82. 

e-mail: cfogener@bde.es 

web: http://www.bde.es 


GEORGIA 
CAPITAL MARKETS DEVELOPMENT 
COMMISSIONERS FOR THE NATIONAL SECURITIES COMMISSION 


The Government of Georgia, together with the assistance of USAID and the World Bank, 
is interested in procuring the services of two experienced securities market regulators to 
serve as Commissioners for the recently established National Securities Commission, 
Georgia's Law on Securities Market, as amended in June 1999, envisages the possibility 
of two expatriate Commissioners for periods of one and two years respectively among the 
five person Commission. 


USAID’s project in support of Georgia’s capital markets development began in January 
1998 and is expected to continue through September 2000. Generally the project covers 
assistance in the following areas: () building the regulatory capability that the National 
Securities Commission would need to oversee its markets; GÑ developing a mechanism 
for securities trading, including the institutional and systems development required to 
build a modern stock exchange; (iii) creating and developing a depository system; (iV) 
increasing public awareness and training of market participants and regulators 


The Commissioners shall be required to participate in all formal deliberations by the 
body of five commissioners of the Commission which shall include, inter alia, the 
following matters: (a) adoption of essential regulations to implement fully various 
provisions of the Law on Securities Market, including but not limited to, regulations for 
licensed stock exchanges, depository institutions, self-regulatory organizations, issuers uf 
securities, and other market participants; (b) the granting or denying of license 
applications submitted by entities or persons regulated directly by the Commission; (c) 
authorization of investigations and inspections to determine compliance with applicable 
laws and regulations; (d) initiation and conclusion of enforcement actions, including the 
imposition of administrative sanctions in appropriate instances; te) the referral of 
egregious breaches of the regulations to Georgian criminal authorities for investigation 
and prosecution; (f issuance of interpretive and policy statements; {g} review and final 
action on proposed rule changes submitted by licensed stock exchanges, depository 
institutions, and self-regulatory organizations; (h) review and approval of the 
Commission’s annual budget along with material changes in organizational structure 
and/or the division of responsibilities among various departments; (i) establishing 
essential operational policies; {j} defining the Commission's role in the delivery of 
training; and (k) the review and approval of the examinations administered by the 
Commission staff to qualify individuals for participation in the securities business in a 
licensed capacity. The Commissioners shall also provide technical assistance in a mentor 
capacity to the three Georgian commissioners. 


Shortlisted candidates will be required to travel 10 Georgia for final interviews. 


CVs should be sent to the following address and should be received by November 5, 
1999. 


Ms. Cari Votava (ECSPF) 
Room H6-481 
The World Bank 
1818 H Street NW 
Washington DC 
USA 20433 
Email: cvotava@worldbank.org 
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Being a member of the German MVV Energie AG Group, which 
generates annual sales of US$ 600 million, the International Centre for 
Energy and Environmental Technology (ICEU) is a rapidly growing 
international consultant predominantly operating in the emerging 
| markets of central and eastern Europe, CIS and Asia. 


| 


| For long-term and short-term assignments financed by international 
donor organisations we are currently seeking highly qualified senior 
consultants with more than 10 years international project experience in 
one of the following areas: 





% Project management (power transmission/distribution rehabilitation 





projects) 
Power plant and network condition assessment 
*% Substations 
* ~~ Power sector planning 
% Financial and economic analysis 
% Energy economics and energy taxes 
% Electricity metering and power utility telecommunication 
« ~SCADA/EMS 
% Energy performance contracting and ESCO | 





% Energy efficiency marketing strategies 

* Energy efficiency program evaluation 

* Management, privatisation and pricing of municipal solid waste 
services 

ah 


* Potable water engineering 


Please send your CV to: Joerg Matthies 


ICEU GmbH I C E i | 
9, Ay. Jules Cesar 





iceu. brussels @ibm.net 











B-1150 Brussels 
lice Fax:+32-2-770.10.41 








RIS 
INTERNATIONAL RESEARCH INSTITUTE ON SOCIAL CHANGE 


is an international strategic marketing and planning consultancy that conducts empirical 

ch on social change worldwide and provides strategic serv to senior management in 

g multinational companies, The objective of our research is “understanding people” by 

sidering their individual value, bell itudes, objectives, concerns and ambitions. By 

tracking social, ¢ litical a ti we provide a comprehensive description of 
the non-quantifiable dimensions of the business environment. 






Due to both the unch of new projects and the need to strengthen the company's international 
network, we have openings for the following positions (to be based in Paris): 


2 Consultants 
Candidates should have a definite affinity with the social sciences and the qualitative 
dimensions of the business environment. rience in a Commercial environment ts 
essential, preferably in marketing or strategy development. Our consultants operate fully 
within the context of the RISC methodology. They need to be autonomous in developing 
prospects and servicing clients, contracts. Salary will reflect experience and seniority, 
and will be performance-related. 

Senior Consultant ~ ars experience ~ Ref, RISC99/001 

+ Junior Consultant ~ 2/3 years experience - Ref. RISC99/G02 
Researchers 
- Senior Researcher 5/8 years experience - Ref. RISCIO003 
Candidate should have a solid sociological background. Primary responsibility will be 
the editing and communication of RISC research and reporting 
~ Research Analyst - 1/2 years experience - Ref, RISC9G/004 
For work on qoa ive as well as creative projects. Candidate 1s recent graduate who is 
interested im working on the impact of future cultural trends on products and life-styles, 




















Requirements: Advanced university degree 

Proficiency (written and oral) in English 

~ another European language a plus 

Strong communication skills (oral and written} 
General familiarity with stati 

Multicultural ba 

Business studies a plus 





Please send cover letter and CF ta: RISC International Europe 

Att Sylvie Durand 

63 avenue de Villiers, 75017 PARIS 
‘Tel: 33 (1) 42.12 85 00 

Pax: 33:(1).42:12 85 16 


email: sviviedurand@risc-int.com 
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BUSINESS & PERSONAL 









Executive $75K 
Asia / Europe / U.S.? Contact for Free Info & Critique 


www.careerpath.co.uk 


Pax: Email: 
+} 202 4781698 — cpamerica@careerpath.co.uk 
44 20 75048280 careerpath.co.uk 
+66 2 2674688 bkk.loxinfo.co.th 






USA/Canada 
Europe 
Asia / M. East / Aus 


















ActionAid works with over five million of the world’s 
poorest people in more than 30 countries across Latin 
America, the Caribbean, Asia and Africa. ActionAid’s 
mission is to work with poor and marginalised people to 
eradicate poverty by overcoming the injustice and 
inequality that cause it, 




































We are looking for two visionary individuais to join our 
international Directors’ team, reporting to the Chief 
Executive, during a period of exciting change. These are 
senior positions in the organisation and a strong belief 
in social justice and positive civic action is essential. 


International Marketing 
Director — based London 


You will lead a strong international team in the development of 
innovative and ambitious fundraising, communications and 
campaigning activities. 

You have an excellent track record in developing and executing 
cost-effective marketing and communications plans in 
competitive markets, not necessarily in the non-profit sector. 
You have demonstrated clear strengths in working with fully 
decentralised and empowered teams, preferably in an 
international setting. You come with a hunger for change and 
results. Refs 9910-2. 


Regional Director Asia 
= based Bangkok 


Together with our Country Directors and their national teams, 
you will ensure that we make a distinctive contribution to 
strengthening the voice of the poor in the region. Equally, you 
will facilitate the process of cross-regional learning, and 
contribute to international advocacy and policy debates. 


You come with a deep understanding of the causes of poverty, 
marginalisation and gender inequality at the fieid-level in the 
South Asian/South East Asian context. You also have substantial 
experience of linking grassrootslevel realities to public policy- 
making processes at the macro level, Ref: 9910-1. 


if you would like to apply please quote appropriate 
reference number as above and either: e-mail your cv to 
jobs@actionaid.org.uk OR send to Lesley Halliwell, 
ActionAid, Chataway House, Leach Road, Chard, 
Somerset TA20 1FA. Closing date: 30 October 1999. 
PLEASE NOTE ONLY SHORTLISTED APPLICANTS WIL BE CONTACTED. 





For further information about ® 


ActionAid please visit our web A CT l 0 N Al D 


site: www.actionaid.org 





an Help” 


ui 







Committed to Serving Brokers of Futures 
and Poreign Exchange Markets Worldwide 


waww.eyebeez.con 


For information émail: evebee 












Fek {$12 383-998 or imside the 
















OPPORTUNITIES 











Economics | CAPITAL AVAILABLE 
Graduate viable, commercial 


basi f 

Max. none. Int. 2 
For detaiis c 

IBC Cal. (510)383-9245 

or jromasi_ ibecal@yahoo.com 


UNIVERSITY OF CAMBRIDGE 
The Judge Institute of Management Studies 


University Lectureships (2) 
e Marketing © International Management 


Although only 9 years old, the Judge Institute is already one of 
Europe’s top business schools within a University framework 
consistently ranked as Europe’s finest. These 2 tenure-track faculty 
positions require a demonstrated record of excellence in research, and 
the ability to teach at undergraduate, post-graduate and 
post-experience levels. Appointments will be for either 3 or $ years in 
the first instance. 















Expanding London-based 
commodities research company 
requires economics/ 
econometrics graduate to take 
up Analyst position. Ideal 
candidate is numerate, 
computer-literate self-starter, 
with strong report-writing and 
presentation skills; experience 
in modelling a recommendation. 
Attractive package, negotiable 

for the right candidate. 


Please send CV to: 


P.O. Box 4098 
The Economist 
25 St James’s Street 
London, SW1A 1HG 


BUSINESS & Resep 
PERSONAL shone 44 (0) 1976 349024, 


Ma bes 


Work harder! PUBLICATIONS 


if you order your employees to do so 
668% will ignore you, if you explain 
why almost everyone will comply. 
We explain why everyone has to work 
harder to contribute to profit. We also aAa a 
give examples on how to do so. Disc Over- yonr 
All for £14.95 / employee. y's history 


















is now ope 
ondin afl 5 










TCI, Dept.1, 30466 Prince William St, Princess 
Anne, MD 21853 U.S.A, or FAX (410 651-4885 
or e-mail: thetci@shore intercon net 












TOUR OPERATION /TRAVEL BUSINESS 
FOR SALE 


e Marketing 

Preference will be given to candidates with expertise in business-to- 
business or high technology marketing, international marketing. or 
marketing strategy. 







+ Direct sell, upmarke aul, high margin 
. profitabh: 
e patential,, 























* International Management 

Preference will be given to candidates with expertise in cross-cultural 
management and international management processes. 

Further particulars and application forms may be obtained from: 
Lindsay Abbott, The Judge Institute of Management Studies, 
Trumpington Street, Cambridge CB2 1AG. Tel: +44 (0)1223 339700, 
fax: +44 (0)1223 339701, or e-mail: enquiries@jims.cam.ac.uk. 
Closing date: Friday 19 November 1999 


The University is committed to equality of opportunity. 





PRIFYSGOL CYMRU, BANGOR 
UNIVERSITY OF WALES, BANGOR 


www.DasProfit.com 


The UK & Offshore 
Company Specialists 


SPOSSCSHSSAOSSSHeSosSeSHesensesesavneeeeee 


School of Business and Regional Development 


Professor of Business and 
Regional Development and 
Head of School 


Salary Negotiable within Professorial Range: 
Minimum £36,401 p.a. 






















g Ready made & own choice of name 
Co's available in UK & worldwide. 
free advice & colour brochure, 
B Free name check. 

g We guarantee the 
lowest fees, 

E Complete 


The Company Store Group 
International is one of the longest 
established professional firms 
specialising in worldwi 
company and trust 
formation. We 
believe that we offer 






























In August 2000, the University of Wales, Bangor will launch its School 













of Business and Regional Development. This new School will bring the quickest service confidentiality. 
long established research strengths in Accountancy, Banking and and the most E Full nominee 
Economics together with more recently developed expertise in competitive fees with services, domicilation, 
Community and Regional Studies. It will support two of the main no hidden extras. We bank introductions, 


thrusts of the University’s mission by combining research of 
international excellence with a key role in regional development. 


undertake to refund the difference, 
if you can obtain the same services 
elsewhere at a lower cost. 


mail, tel, fax, e-mail and 
associated services, 
E All major credit cards accepted, 







We now seek a high calibre individual to provide the academic 
leadership for the development of this important new initiative. 


Application forms and further particulars should be obtained by 
contacting Personnel Services, University of Wales, Bangor, Gwynedd 
LL57 2DG, tel. 01248 382926/388132, e.mail. posO20@bangor.ac.uk 


n Street, Liverpool L2 
Tel: +44 (0) 151 258 1258 (24hrs) 
Fax: +44 (0) 151 236 0653 
e-mail: enq@companystoreworldwide.com 


Please quote reference number 99/147 when applying. 


Closing date for applications: Friday 12th November, 1999. 


Visit our comprehensive website: 
www.companystoreworldwide.com 
FREEPHONE (UK) 0800 26-26-62 


Informal enquiries can be made by contacting Professor Ted Gardener, 
tel, 01248 382168. 


Committed To Equal Opportunities 
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Offshore Bank 
Only $15,500/Free Report 


Call: 310-376-3480 (USA) 
Fax: 310-798-3842 (USA) 


email: whe@ibm.net 
Worldwide Business Consultants 


#"LONDON'A 


d Quality serviced apartments offering best value E 
for money. Our apartments offer great savings 

| compared to hotels. Pully serviced, private 
bathroom, kitchen, TV. telephone. central a 
heating, elevator. 

a Centrally located in Kensington area a 


E Tourist Board Approved WM 
Ashburn Garden Apartments 

a 3 Ashburn Gardens a 

LONDON W1R 7YB, ENGLAND @ South Kensington, London SW7 4DG, UK 


www. minerva-press.co.uk DELAWARE (USA) www.ashburngardens.co.uk 
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LUXURY SERVICED APARTMENTS NEAR HARRODS 


CHOOSE FROM A SELECTION OF BEAUTIFULLY 
APPOINTED STUDIO AND ONE BEDROOM 
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Options is a leading provider of project management and consultancy services 
in health with a focus on reproductive health. We work with national 
governments, international development agencies and NGOs around the world to 
help implement effective health policies and programmes, 

Options has access to over 1,000 specialists in health and direct experience of working in 
40 countries. For further information, Tal: +44 171 383 2494, Fax: +44 171 388 1884. 
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For a dedicated web host 
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SQL Server 7, ODBC, 
Real Server G2, Secure 
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Domain Name registration 
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For a no-obligation confidential consultation, 
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Europe without tears 


Crossair of Switzerland, Europe's largest regional airline, offers more than 1180 
speedy daily connections to more than 100 destinations in 36 European countries bad 

through its EuroCross hub at EuroAirport Basle. Contact your local travel agent crossair 
or Crossair +44 845 607 3000. www.crossair.com W. Ve Qualiflyer Group 














BUSINESS & PERSONAL 
OFFSHORE COMPANIES TRUSTS FOUNDATIONS 


Since 1977 The ICSL organisation has specialized in the establishment and administration of Offshore Companies, Trusts 
and other structures with emphasis on Tax Mitigation, Asset Protection and Privacy. We also arrange no tax /low tax 
residency and alternative citizenship and passport. For information or an initial consultation without obligation please 
contact your most convenient ICSL office. Our aim is to provide Quality Service at Reasonable Cost. 
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Tel: +1 310 550 8712 Fax: +1310 2057973 Tel: +1 954943 1498 Fax: 419549431499 Tel: +598 2 902 1165 Fax: +598 2 902 1191 
Email: usawest@ICSL.com Email: usa@ICSL.com Email: uy@ICSL.com www. IC S L 
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leading tax specialists, operating in 13 jurisdictions worldwide for 

and trustee services, please contact your most convenient Sovereign office. Alternatively call for expert practical advice free of obligation or charge. 
HONG KonG: STUART STOSIE USA: Bits ANDREWS GIBRALTAR: DIANE DENTITH UNITED KINGDOM: SIMON DENTON T.G.: Paul WINDER 

Tel: + 21477 Tel: +1 757 363 9669 Tel: +350 76173 Tek +44 (0)207 479 7070 649 946 5056 

Fax: + 50 +1 757 363 9668 Fax: +350 70158 Fax: +44 (0)207 439 4436 xr +1 649 946 § 
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or START YOUR OWN ™™ 
IMPORT/EXPORT AGENCY 
No capital or exp. req. No risk. Work 
from home. Part/Full time. Help Desk. 
T Established 1946. Clients in 120 countries. 
i Free Booklet. 


WEALTH FROM PROPERTY 


From an initial investment of 
approximately £19,000 we can acquire 
and manage for you a portfolio of 12 

let residential properties in 14-18 


months with rental income guaranteed. 
Alternatively guaranteed yields of 
12.99% are obtainable for purchases 
in excess of £30,000. 


r WADE WORLD TRADE 
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1 Beckenham Kent BR3 3LA 
Tel: 444 (0) 181 650 0180 (24hrs) 
i Fax: +44 (0) 181 663 3212 
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K, France, 
Germany, Sweden, Norwa' 
_ Australia, Canada, from 
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y ‘not included) 


INCORPORATE IN USA 
BY FAX OR PHONE 


e Corporations and LLCs TYPICAL INCORPORATING FEES 


e Free name reservation Delaware $199.00 












e Personal assets shielded | Wyoming $285.00 
e Confidential and cost effective | Nevada $380.00 
e Full registered agent services Utah = $270. 


FAX: 302-421-5753 TEL 302-421-5750 


A E Mail: corp@dca.net 
Registered Agents, Ltd. Web Site: www. incusa.com 


4220 N. Market Street, Suite 606 * Wilmington, Delaware 19801 
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1402 TEANECK ROAD - SUITE 114 - TEANECK, NEW JERSEY - 07666 - USA 
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OFFSHORE 
COMPANIES 
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WORLDS No. 1 
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COMPANY & 
TRUST SERVICES 


3 act Martin Neville - 
Tel: +44 (0} 1624 677948 
+44 (0) 1624 677949 
MENTErprs senet 


pesterfi ield 
Group 


Salisbury House, Victoria Street 
Douglas, Isle of Man IMI 2LW 


OFFSHORE 
COMPANIES 


COST EFFECTIVE 
NOMINEE & MANAGEMENT SERVICES 
AVAILABLE 


major low tax areas 
Throughout our network of 
international offices we 


. Arrangements ofn nom 


BVI £275 x Management & admin services 
GIBRALTAR £275 
ISLE OF MAN £275 
IRISH £275 


BAHAMAS £275 
OTHER JURISDICTIONS AVAILABLE 


ay BS > s j 
. Accountanty and audit services 


COMPANIES AVAILABLE 
FROM us$350 


MADERA 
D fiske De Gouveia 
ae MEA, MSL MM CIA LBA 


PROFESSIONAL SERVICE PROVIDED BY 
IN HOUSE LAWYERS & ACCOUNTANTS 
CREDIT CARDS ACCEPTED 


FIDUCIARY MANAGEMENT 
SERVICES LIMITED 
13 WIMPOLE STREET 
LONDON W1M 7AB 
TEL: 0171 436 8100 


FAX: 0171 436 8188 
E-Mail: CoForm3@Fiduciary.Co.uk 
http: /www.FiduciaryGroup.com 


LUXEMBOURG 
Eveline Karis 


FINLAND 


Jenny a SINGAPORE 
2568 


Diana Bean 


HONG KONG 
Raymond Choi 


USA - AICS Ltd 
Kevin Mirecki 


OFFSHORE 
TAX - Sp REE 


Companies world - wide 


WAE 
OVERSEAS COMPANY 
REGISTRATION AGENTS LTD 
PO Box 55, Ramsey, 
isle of Man, Great Britain, IM99 GEE 
E-mail: economist@ocra.com 
TEL: +44 1624 815544 
FAX: +44 1624 817080 


LONDON - Richard Cook, BSc 
Yet: +44 171 385 1096 Fax: +44 171 493 4973 


1509002 CERTIFICATED 


Toll Free From USA: 
1 800 283 4444 
Toll Free From UK: 
0800 269900 


www.ocra.com 


OCRA World Wide is a member of the Estate and 
General Group established in 1935 
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OFFSHORE COMPANIES 


& TAX PLANNING 
BY LAWYERS 


The SCF/Hibernian Group is probably Europe's premier 
LICENSED trust and management practice fully owned 
and operated by qualified lawyers and accountants. 
Unlike many competitors, the Group is fully able to 
meet your entire individual and corporate tax 

planning needs whilst our in-house management 
capabilities allow for added confidentiality and 
extremely competitive fees. If you or your company 
want to protect your hard-earned assets and not let 
them go up in smoke, please contact us today. 


+ 100’s of Companies immediately available! 
e Full Management & Nominee Services 
e Secure Bank Introductions 
e Family Settlements & Asset Protection 
s Trust & Foundation registration 
e Fiscal Migration 


e Full Tax Planning 
Services 
e GUARANTEED 
CONFIDENTIALITY 


e ULTRA 
COMPETITIVE 
FEES 


VISIT OUR AWARD WINNING WEBSITE AT 
www.scfgroup.com 


For a Free 36 page colour brochure please telephone or complete the coupon below. 





LONDON: 90-100 Sydney Street, 
Chelsea, London, SW3 6NJ, ENGLAND 
Tel: +44 171 352 2274 Fax: +44 171 795 0016 


e-mail: offshore@scfgroup.com 


DUBLIN: 27-29 Lower Pembroke Street, Dublin 2, IRELAND 


Tel: 00 353 1 662 1388 Fax: 00 353 1 662 1554 
THE SCF GROUP e-mail: offshore@sefintl.iol.ie 


OFFSHORE 


READY MADE COMPANIES 
LOWEST ANNUAL FEES 
NOMINEE SERVICE 

BANK INTRODUCTIONS 
OFFSHORE CREDIT CARDS 


Immigration & Investment 
in USA, Canada, 
Australia & Spain 
Are you looking for 
permanent residency in the 
independent category or as 
an investor? 
Documentation including 
invesiment opportunities 
supplied for only $50 USD 
Dr. Abdi Consultant International 


Apartado de C 
43200 R iS 


Tel: +353-1-6790600 Fax:4+353-1-6790475 
Ridge House, 1 Conyngham Road, 
Dublin 8, ireland 

E-mail: FundsExpres: 


CYPRU 
Tel:+357-2752418 Fax:+387-2766722 
Established since 1980 
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ECONOMIC INDICATORS 












count, remained at a 19-year low of 4.2% in September. Canada’s jobless rate fell to 7.5% in Sep- 
tember. German retail sales rose by 0.7% in the 12 months to August, after falling by 1.2% in the 12 
months to July. Spanish industrial-production growth slowed to 1.5% in the 12 months to July. 














































































| OUT PUT, DEMAND AND JOBS Britain's duetnplayeient ae as measured by the Gainant 
























wwe COMMODITY PRICE INDEX 
Lead stocks held at the London 
Metal Exchange are up by around half this 
year, to 160,000 tonnes, their highest for al- 
most four years. The cause of this build-up 
is a surge in Chinese exports, which ana- 
lysts at Brook Hunt expect to increase by 
50% to a record 340,000 tonnes this year. 


Production in the rest of the world is not so | 


buoyant. American supplies are tight, part- 
ly because Mexico's Torreon smelter is run- 
ning at below capacity for environmental 
reasons. But higher Chinese exports will 


more than cover the expected increase in | 


lead consumption elsewhere this year. The 
increased demand for lead comes mainly 
from rising sales of batteries in the car, tele- 
coms and computer industries. 


1990=100 % change on 
Oct Sth Oct 12th* one one 
month year 
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SEON 

: PRICES AND WAGES Producer prices in the euro area are rising again: they were reup byo. s%in in 
the12 months to August, the first rise since April 1998. Japanese producer prices fell by 3.9% in the 
samonthsto September, slightly less than in the 12 months to August. French consumer-price in- 
flation edged up to 0.7% in the 12 months to September. Britain’s was unchanged at 1.1%. 


% change at annual rate The Economist poll 
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Dollar index 
All items 





Sterling index 
All items 





SDR index 
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Crude oil North Sea Brent 
22.46 21.81 
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W ROBOTS World industrial-robot sales fell 
by 16% to 71,200 in 1998, according to the Un- 
ited Nations. Sales in Japan, which accounts 
for nearly half the global robot market, fell 
by over 20%. Sales in America, the second- 
biggest market, were down by 13%. Econ- 
omic recession hit robot sales in South Ko- | 
rea particularly badly:they weredownbya | 
whopping 75% to 1,400. But sales rose in ma- 
ny other big robot markets, such as Ger- 
many and Italy. Indeed, they expanded by 
more than 50% in Spain, Denmark and Fin- | 
land, albeit from a low base. The un expects 
industrial-robot sales in Japan to be flat this 
year. But they are forecast to grow by nearly 
8% in the United States and by 6% in Ger- 
many. Worldwide, there were 720,400 
working robots in 1998; 411,800 of those 


[ Robots 


ae units, 1998 


































were in Japan. 
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FINANCIA 











2-year ~ 
© prime gov't bonds latest? 





10-year gov't corporate 


year ago bonds _ 








5.70 6.49 
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OARS ene 
E NEW BUSINESSES Fancy starting a new 


business? Head for America. In no other 
country is it easier to set up a business, ac- 
cording to businessmen surveyed for the 
World Economic Forum’s latest Global 
Competitiveness Report. America scores 
6.06 out of a possible 7. Within Europe, Brit- 
ain, as well as the Nordic countries, are 
friendlier to entrepreneurs than are France 
and Germany. But pity the would-be Japa- 
nese businessman. Of the rich countries in 
our chart, only Austria is rated below Japan, 
which scores a measly 3.96. 























Market indices eee eet %changeon o o o oo o 
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France (SBF 250) 3,065.5 2,500.9 























Spain (Madrid SE) 





























| the year to August; its current-account deficit widened to $7.5 billion. 





dollar terms. 











„Trade balance*, $bn_ Curent account Exchange rate 
} fatest latest 12 Sbn The Economist poli trade-weighted? 
month months latest 12 mths % of GDP, forecast Oct 13th year ago 
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| TRADE. EXCHANGE RATES AND BUDGETS Japan’s visible-trade surplus edged down to $9.9 billion in August, as did the 12-month total, to 
$123.8 billion. Its 12-month current-account surplus also shrank slightly, to $118.5 billion. Germany’s visible-trade surplus fell to $71.6 billion in 
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M ECONOMIC FORECASTS Every three 
months The Economist polls a group of 
forecasters and calculates the average of 
their predictions for growth and current- 
account balances in 25 emerging econo- 
| mies. Since our last poll in July our forecast- 
| ers have become more optimistic, increas- 
ing their growth forecasts in 16 of the 25 
economies. In Latin America, however, 
prospects are mixed. The outlook has im- 
proved for Brazil (Gpr is now expected to 
decline by only 0.2% in 1999) and Mexico 
(likely to see growth of 3.1%.) But it has wors- 
ened for Argentina, Chile, Colombia and 
Venezuela. In Argentina Gop is likely to 
| shrink by 3.3%, but, despite a deep reces- 
sion, the country’s current-account deficit is 
expected to remain a sizeable 4.0% of GDP. 
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Séutees: Deutsche Bank: BU: Goldman Sachs: HSBC) p Morgan, 
tiyachi; salomon: Smith Barney, Warburg Dillon Read. 








especially upbeat about Asia’s prospects. 
South Korea’s economy is now expected to 
grow by 7.5% in 1999, up from 5.5% predicted 
in July; Thailand’s Gor is forecast to grow 
by 3.8%. Indonesia’s Gor is still expected to 
shrink, though by only 01%, and then 
bounce back, rising by 3.8% in 2000. 
| Renee aera SE ORES: 
GDP growth rates 
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hé Economist poll of forecasters 





M ASIAN FORECASTS Our forecasters are l 
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FINANCIAL MARKETS Mumbai hit a record high as investors cheered the re-election of In- 
dia’s government: it ended the week to October 13th 71% higher. Egypt was also swept up in 
post-election euphoria: Cairo gained 6.0%. But Jakarta fared poorly ahead of Indonesia’s presi- 
dential election. Mexican short-term interest rates fell to their lowest level for two years. 
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internet and satellite. Worldwide. 


In few industries is change both as profound and as fast as communications. ING Barings i: 


very much at the forefront of this change bringing specialised industry experience to bear in i 


large number and variety of recent transactions worldwide, from raising finance for emerging 


competitors in deregulating European and U.S. markets to Internet IPOs. In communication: 


ING Barings has the expertise where it counts - in the field. For additional information, contac 


David Hudson in Hong Kong on 852 2848 8488 or visit us at www.ingbarings.com 
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Actually, the good 
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Green groans 


Sir—Your well-known enthusi- 
asm for totally free trade has fi- 
nally exceeded all bouinds (Octo- 
ber 9th). You commend the wro 
_for “rightly [arguing] that environ- 
mental issues should be tackled 
at source, rather than by blocking 
freer trade.” To illustrate this you 
suggest that to protect sea turtles 
America should. negotiate turtle- 
protection agreements bilaterally, 
rather than impose its rules uni- 
laterally. Even if America were to 
negotiate such agreements with 
all the countries in the uN, it 
would have no means to enforce 
them without using trade sanc- 
tions, barring military force. The 
enforcement issue does not seem 
~-to-concern you. 

Also, you approve the wto’s 
‘suggestion that eco-labelling 
might be the answer to dolphin 
protection by tuna-fishing fleets 
as consumers will pay higher 
prices willingly to persuade the 
offending fishermen to modify 
their practices voluntarily. Where 
is the economic evidence for this? 
Do you really think that the only 
allowable mechanism for envi- 
ronmental protection is green 
consumerism? 
Fontainebleau, 
France 


ROBERT AYRES 
INSEAD 


Sır-—-World trade rules can them- 
selves frequently lead to environ- 
mental damage. The wro’s rule 
on process and production meth- 
ods, which prohibits countries 
from distinguishing between 
goods on the basis of the way 
they have been produced, is a 





case in point. Far from being a 
source of legitimate comparative 
advantage, low- environmental 
standards are.an abuse of the hu- 
man rights of those people— 
usually the poor—who. have to 
suffer their direct. consequences 
through polluted. water supplies 
and poisoned air. 
CAROLINE Lucas 
; MEP 
Brussels Green Party UK 
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General hospital 


Sır—Common criminals in Chile 
have a curious custom when ar- 
rested. They wound themselves 
in order to be sent to hospital 
rather than jail. Hence, the multi- 
ple ills which supposedly afflict 
ex-dictator Augusto Pinochet 
come as no surprise (“The law’s 
web”, October 2nd). He would 
rather be sent to Chile for “hu- 
manitarian reasons” than face 
trial in Europe. The general’s 
method of avoiding justice is less 
crude. But the charges he faces are 
far more serious and his lawyers 
far more expensive. 

Santiago ALEJANDRO SOLA 





Bubblenomics _ 


Smr—I am delighted that a British 
newspaper finds it necessary to 
poke its editorial stick at Ameri- 
cas “bubble” so frequently. 
Phrases in your survey of the 
world economy (September 25th) 
such as “classic symptoms” and 
“history suggests” tell us a bit 
more about the collective psy- 
chology of The Economist than 
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America’s economy. You are im- 
posing historical analysis on an 
economy whose growth is actual- 
ly highly complex. 

The limited image of a bubble 
is certainly not fitting. Entire in- 
dustries.are being created on the 
foundations of an “information 
economy” that are not accurately 
reflected in the slurry of historical 
government statistics. Nor are 
there any precedents by which to 
judge our new intellectual wealth. 
For those anxiously awaiting the 
next Great Depression, may | po- 
litely suggest that you get in- 
volved in the revolution instead. 
Oyster Bay, 
New York 


Tim ARCHDEACON 


Sir—You have produced one of 
the most perverse and contorted 
arguments for money tightening I 
have come across. If you were 
here in America you would see 
that the current expansion is not a 
bubble. Raising interest rates high 
enough to prick the “bubble” 
would be tantamount to engi- 
neering a recession at a time 
when. banks, borrowers and in- 
dustry are all earning dollars with 
a stable value; dollars which are 
overwhelmingly being reinvested 
in real production. You are in a 
minority here in America and, I 
imagine, everywhere else where 
people do not have the economic 
mentality of a prissy, doddering 
rentier. 
Chicago 


Davip SCHIER 


Sir—It is refreshing to hear a 
voice of reason during this mania 
of equity levitation. Clearly, a 
great deal of current market value 
is fluff. However, the suggestion 
of a rapid slide may prove wrong. 
Too many investment profession- 
als are now devoted to the belief 
that market hyper-growth is both 
healthy and inevitable. Each time 
market forces begin correcting the 
excesses. of “irrational exuber- 
ance” those same professionals 
will boldly gobble up the bargains 
thus reinflating the market. It is 
going to take many such cycles 
before the exuberant will finally 
paradigm shift into rationality. 

Los Angeles DUANE WEISENHAUS 


Sir—You correctly recognise one 
of the key causes of asset-price in- 
flation during the past three 





years—excessive — .leverage—by 
noting that margin debt has dou- 
bled since 1996. But you go on to 
suggest that central bankers are 
powerless to stop the develop- 
ment of asset-price bubbles short 
of a blunt interest-rate increase. 
Not so. In America, the Federal 
Reserve can alter margin require- 
ments, currently 50%, through 
changes to Regulation T. A target- 
ed increase of the margin require- 
ment to 55-60% would allow the 
Fed partially to drain the punch- 
bowl without ending the party. 

Hamilton, 
Bermuda Jay WRIGHT 
ee ii 





Tall storeys 


Sir—Not all of Chicago has been 
“fuming” ever since the decision 
to count the spires on the Petro- 
nas Towers, but not the antennae 
on the Sears Tower, to deprive the 
latter of its title as the world’s tal- 
lest building (“Back on top of the 
world”, October and). I am chair- 
man of the offending internation- 
al body that pronounces on tall 
buildings and I happen to be a 
Chicagoan. 

The tradition of including 
spires in the heights of buildings 
dates back at least to 1929 when 
the Chrysler building was com- 
pleted. There were those who sus- 
pected that its extraordinarily 
long spire was intended solely to 
make it the tallest building in the 
world, but nobody has ever seri- 
ously suggested not counting it. 
Antennae have never been count- 
ed in the height of buildings. Even 
the designers and owners of the 
Sears Tower did not include the 
antennae in its announced height 
(at least not until their 23-year-old 
record was challenged by the Ma- 
laysian structure). 

In any event, Chicago has little 
reason to fume over the council's 
height criteria. Even if antennae 
were counted, Sears would not 
hold the record; New York's 
World Trade Centre is taller to the 
tip of its antenna. And losing the 
record to New York would be the 
worst possible blow to second- 
city egos. (Yes, Los Angeles is big- 
ger and we are actually number 
three, but who's counting?) 

R. SHANKAR NAIR 
Chairman 
Council on Tall Buildings 


Chicago and Urban Habitat 


4 Published every week, except for ayear-end double issue, © 1999 The Economist Newspaper Limited. All rights reserved. Neither this publication oor any part of it may be reproduced, stored in a retrieval system, or transmitted in eny 
form ar by any means. electronic, mechanical photocopying, <ecording or otherwise. without the prior permission Gf The Economist Newspaner Limited. The Economist is arecistered trademark of The Eraneimist Newsoaner 


Strategy Consultants 


Excellent Package 


revolution 


The Role 


.:| 


The Qualifications 


e two 


content righ 


London 


ECONOMISTS 


PricewaterhouseCoopers is the world’s leading professional 
services organisation. We provide financial, economic and 
strategic advice and solutions globally for major. corporates, 
government and institutions. 


To fulfil our ambitious growth plans we presently have a number 
of exciting opportunities for outstanding Economists who wish 
to utilise and develop their micro-economic skills in helping 
blue-chip clients resolve financial and commercial issues. 


ideal candidates will be qualified to second degree level in 
Economics and possess excellent numeracy, analytical and 
communication skills. In addition you must be able to 
demonstrate a successful track record in applying micro- 
economic analysis techniques in competition/market 


structure issues, business disputes, investment appraisal and 
shareholder analysis. 


In return we can offer a salary and benefits package 
commensurate with our aim to be the ‘employer of choice’ 
in an environment where high performance is rewarded and 
fast-track career progression is strongly encouraged. 


if you are interested in these opportunities and you possess the 
relevant qualifications, please send your CV to our advising 
consultant: Angela Morris, PSD Technology, 7 Perrymount 
Road, Haywards Heath, West Sussex, RH16 3TN, quoting 
reference 585697. Alternatively, you can call her on 
01273 480088 or email: angela.morris@psdgroup.com 


www.pweglobal.com 


PRICEWATERHOUSE(COPERS 


Join us. Together we can change the world. 


PricewaterhouseCoopers refers to the UK firm of PricewaterhouseCoopers and to other member firms of the worldwide PricewaterhouseCoopers organisation. 
PricewaterhouseCoopers is authorised by the Institute of Chartered Accountants in England and Wales to carry on investment business. 
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Regulatory Affairs Manager 


Economic Regulation of the Energy Industry 


Location Flexible - European Remit - Exceptional Prospects 


You have an open opportunity to open minds to the potential of 
open markets, You are anything but a regular regulatory affairs 
manager. You are an advocate. You are a professional with the 
credibility to prepare and make presentations to a wide -ranging 
audience of industry regulators and governments. You are 
comfortable promoting open and competitive energy markets. 
You have the intellect to understand the opportunities inherent in 
the liberalisation of European energy markets. You possess the 
expertise to provide information and advise commercial 
departments on the implications of regulatory change vis-a-vis 
asset development and marketing & origination. 

You want to define the agenda, develop strategies and achieve 


business objectives. 


So come and do just that, with the world’s leading natural gas, 
electricity and communications company. Join Enron and you 
join an enterprise voted “Most Innovative’ company by the 


readers of Fortune Magazine, for a record fourth year in 





succession. We are highly creative, instinctively entrepreneurial, 
totally team-focused - the perfect place to be for a professional 
who wants to use regulatory knowledge and advocacy skills in a 
wide-ranging and very dynamic commercial environment. 


If you are a graduate with an economics, law or public policy 
qualification, 2-3 years’ experience in consulting or public policy 
advocacy in a regulated utility industry or other relevant field of 
economic regulation /industry/government, this is the chance to 
use your advocacy skills and working knowledge of market 
economics, competition, power and analysis. Fluency in English 
and either German, Italian or Polish is essential, whilst East 
European language skills would be an advantage. 


If you have an open mind, find out more. Please send your CV 
and covering letter, quoting reference GRA-ALFE, to: Human 
Resources Department, Four Millbank, London SW1P 3ET. 

Fax +44°171 970 7620 Email us on Londonjobs@enron.com 


wwwienron.com 


Endless possibilities. 





THE ECONOMIST OCTORER- 23RD 1999o 








EXECUTIVE FOCUS 


| 


d 


So, what do you do for a living? 
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Better have a good answer. How about: “After University I'm going to 
work at VEBA, Germany's fifth-largest company. They offer great jobs— 
and individually designed career development schemes— in key industries 
like energy and chemicals.” Like to be able to say that about yourself? 
Type in http://career.veba.com to find out how. Or call +49-211-4579-329 





THE ECONOMIST OCTOBER 23RD 1999 


AFRICAN DEVELOPMENT BANK 


A The AFRICAN DEVELOPMENT BANK is the premier pan-African development finance institution established in 1964 to foster 
| economic growth and social progress in Africa, The Bank is owned by 77 member states in Africa, Europe, Asia, and the Americas. It is 
based in Abidjan, Côte d'Ivoire, West Africa. Nationals of member countries are invited to apply for the following positions. 





DIVISION MANAGER - COUNTRY OPERATIONS DEPARTMENT - CENTRAL REGION (Ref, VN.ADB/99/74) 





Under the general supervision of the Director, Country Operations Central Region, the incumbent will: plan, organise and supervise the work of the Division 
and manage its human and financial resources; the determine the Division's objectives and propose the lending program; establish work programs, prepare the 
Division’s budget and mission schedules and supervise their implementation in conformity with the general rules and procedures of the Bank, ete..; 
Qualifications: At least a post graduate/Master’s degree in. Economics or other related fields; at least 7 years of experience, at least 4 of which must have 
been in a managerial position, 


CHIEF AGRICULTURAL ECONOMIST - COUNTRY DEPARTMENT - SOUTH REGION (Ref. VN.ADB/99/93) 





Under the supervision of the Division Manager, the incumbent will: participate in preparation, appraisal and completion missions for projects, lines of credit 
to development banks, as well as agricultural projects; where necessary, invite consultants to submit offers, analyze such offers and, as part of a committee, 
determine which consultants should be selected; have discussions with the authorities of the countries concerned by the different projects, prepare the mission 
checklist and draft the preparation, appraisal and completion. reports, study the institutional frameworks and pertinent capacities of the organizations and 
agencies involved in project execution; conduct a financial analysis to assess the viability of the projects; present and defend the report at various meetings; 
participate in loan agreement negotiation with representatives of borrower countries, submit loan proposals to the Bank’s Board of Directors, 
and analyze tender documents for procurement of goods and services; represent the Bank at seminars. 

Qualifications: At least an advanced degree in Agricultural Science, Economics or other related fields; at least 6 years of relevant experience, preferably in 
preparation, management and/or supervision of development projects. 

















PRINCIPAL FINANCIAL ANALYST - COUNTRY DEPARTMENT - WEST REGION (Ref. VN.ADB/99/103) 





Under the supervision of the Division Manager, the incumbent will: formulate and /or revise, in collaboration with the Bank’s policy departments, operating 
policies, procedures and guidelines in respect of the Banking and Public Utilities Sector: participate in country strategy preparation missions, especially in 
areas and sectors relating to industry and public utilities; programme, prepare and lead project preparation, appraisal and completion project missions 
concerning lines of credit to Development Banks: and public utility ‘projects (Energy, Telecommunications and Water Supply) including the preparation of 
terms of reference for studies relating to those sectors; launch and supervise approved projects, supervise and ensure the Bank's equity participation in other 
Development Finance Institutions, and other enterprises; review periodic activity reports, financial statements, the quality of the lean portfolio, management 
structures, procedures and policies; perform other duties etc: 

Qualifications: At least a post-graduate degree in finance, economics, ‘management ora related area; at least 6 years practical experience in the economic and 
financial analysis of development projects. 














SENIOR DISBURSEMENT OFFICER - LOAN ADMINISTRATION DEPARTMENT (Ref. VN.ADB/99/79) 








Under the supervision of the Division Manager, the incumbent will: consider and recommend requests for disbursements and the issue of repayment 
guarantees, while ensuring their compliance with the different conditions and rules of the Bank, as well as the provisions of the “Disbursement Letters”; 
prepare quarterly statements of valid Repayment Guarantees, reconcile the Bank’s accounts with those of commercial banks, in respect of the balances of 
Repayment Guarantees; verify that the Borrower has submitted a work program and quantified budget forecast of project activities for a period not exceeding 
twelve months, and ensure that documents are approved before recommending payment; assess the amount of funds to be paid into the Special Account, 
ensure the regular submission to the Bank, by the Borrower, of financial statements, duly verified by the independent auditors; answer all correspondence 
relating to disbursements, from within, and outside, the Bank; contribute to the preparation and review of project appraisal reports or project performance 
evaluation, or other reports; formulate a work program for delegations of experts visiting the Bank’s Headquarters, receive them and prepare reports on the 
outcomes of those visits; prepare and participate in financial supervision and project appraisal missions to member countries, on the basis of a quarterly 
program; and collaborate with the:internal auditors, external auditors, financial comptrollers and project performance auditors, and provide them with all the 
necessary information. Qualifications: At least a University Degree/Masters Degree in Management, Finance, Economic Science (specialization in company 
management) or other related areas; at least 5 years" relevant experience, preferably in the application of disbursement methods and procedures. 








The ADB is also presently seeking qualified applicants in the following fields: ANALYST PROGRAMMERVSYSTEMS ENGINEER/SYSTEMS ANALYST 
These positions are located in the Information Management & methods Department of the Bank. (Ref. VN.ADB/99/102.STC) 


General requirements: At least, a post graduate degree; Ability to communicate and write effectively in English and/or French, with good working knowledge 
of the other language: Familiarity with moder software applications. The Bank offers an internationally competitive salary and attractive benefits package. 
Applications with complete curriculum vitae (please indicate nationality) in French or English must be sent by 22 NOVEMBER 1999 to the address indicated 
below. Women are encouraged to apply. Due to the large number of applications expected, only shortlisted candidates will be acknowledged. 





Division Manager 
Recruitment and Staff Development Division 
African Development Bank 
0I B.P. 1387 ABIDJAN 01 COTE D'IVOIRE 
FAX (225) 20.49.43 ADB Homepage: http://www-afdb.org - E-mail: recruit@afdb.org 
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Assistant Director, R 


RNATIONAL 


je: responsible for the management of the 
arch program on developing and transition 
activities of the Fund-wide Committee on 
arch ies, and supervise the work of two divisions. In this 
the candidate will play a leading Fund-wide role in 
identifying and prioritizing policy-related research projects, 
coordinate work on selected projects, and conduct individual and 
joint research. A second candidate will be responsible for 
coordinating the department's work on capital markets, including 
preparing the Capital Markets Report as well as other papers in this 
area for presentation to the IMF Executive Board, The candidate 
will lead staff visits to member countries associated with the 
preparation of capital market reports. The candidate will supervise 
the work of two divisions and conduct his/her own research. 


Applicants for both positions should possess an extensive and 
strong research background. Expertise in international 
economics, international financial markets, and developing and 
transition economies is critical. The successful candidate should 
have experience in supervising the work of others, and a 
demonstrated track record in strategic thinking, organizing and 
delegating work, and personnel management. An excellent 
command of English and strong. communications skills are 
required. A working knowledge of other languages is desirable. 
Candidates should send their resume. by October 29, 1999 
to the address, fax number, or E-mail address below. Send only 
one copy and make explicit reference to the vacancy number 
RD00188, with a clear indication of a telephone/fax number or 
E-mail address where you can be contacted. 


INTERNATIONAL MONETARY FUND 
Recruitment Division, IS9-100 

700 19th Street, NW, Washington, DC 20431 
Fax. (202) 623-7333 

E-mail: recruit@imf.org 





ire 


Further details about the role and function of the IMF are provided on its website: httpy/www.im!.org, 























INTERNATIONAL 
PROGRAMMES DIRECTOR 


Based in London 
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BESO is a development agency that offers. professional expertise to 
organisations in less developed communities worldwide. 


THE POSITION 


The International Programmes Director is responsible for the quality, planning, 
delivery and measurement of BESO's programmes throughout the world. As. 
such, they will be expected to play a key role in restructuring BESO to meet the 
objectives defined in the Corporate Plan. 


This is a senior management post carrying substantial responsibility, and |} 
reporting directly to the Chief Executive. The successful candidate will lead 
BESO's international operations strategy, have a thorough understanding, of 
international development, and will embrace BESO's philosophy of change and. 
expansion. 


THE CANDIDATE 


The post requires strategic vision, strong leadership abilities, professional | 
management skills and commercial awareness. Fully computer literate, with 
excellent written and verbal communication skills, you are likely to have the 
ability to interpret, and draw conclusions from, analytical data. 

With practical experience of international development issues, and a 
background in managing overseas programmes, you will readily empathise with 
the challenges facing NGOs, their partners, and the demands of multi- 
lateral/government agencies, their programmes and funding strictures. 

Preferably a graduate, you will be an inspiring leader with significant 
experience in the motivation and management of staff from a wide range of 
backgrounds and abilities. it is unlikely that anyone with less than 10 years 
post-qualification experience will be ready for this demanding position. 





















Candidates should apply in writing, enclosing a full CV and current salary 
details, to: 

CHIEF EXECUTIVE, 

BESO, 

164 VAUXHALL BRIDGE ROAD, 

LONDON SW1V 2RB. 

Tel: 020 7849 7900. E-mail: gramsey@beso.org 


CLOSING DATE FOR APPLICATIONS: 30 NOVEMBER 1999 

























Excellent salary and benefits 


Arthur Andersen is one of the world’s leading professional services 
organisations. It is a fast-moving, demanding environment that allows 
people to progress on their merits. We're now looking for two highly 
experienced professionals to develop further our activities in rapidly 
evolving areas within the growing Privatisation and Emerging Markets 
Group. This group is responsible for advising countries undergoing 
major economic and financial reforms and for assisting governments to 
transfer state owned enterprises to the private sector, 


These are exceptional roles with a high degree of autonomy and visibility. 
Considerable international travel will be involved. Primary market areas 
include the Asia-Pacific region, South Asia and the Middle East, Central and 
Eastern Europe and the CIS, Africa, and Latin America and the Caribbean. 
Director ~ Capital Market Reform 

This role calls for considerable depth and breadth of knowledge of 
policy legislation, regulation and supervision in the capital markets, 
and covering debt, equity, primary and secondary markets, stock and 
derivative exchanges, and clearing houses and custodians. Your prime 
task will be to gain credibility and build business in association with 
securities commissions, exchanges, government agencies and financial 
institutions throughout the Capital Markets sector. This will include 
identifying and building your own team. 


ARTHUR 
ANDERSEN 


Worldwide scope 
Self-motivated, with well developed interpersonal and communication 
skills, your background could have included experience gained from a 
leading securities commission, exchange, a leading capital markets 
regulator or a securities industry compliance officer. 





Director — Pensions Reform 

You should have a good knowledge of current government and private 
sector policy on pensions reform. Working with multilateral development 
banks and other agencies, you will seek to advise governments on all 
aspects of establishment or authorisation of state and/or private sector 
pension schemes, as well as the review of existing pensions legislation, 
drafting new legislation, and establishment of regulatory and 
supervisory structures. 

self-motivated, with well developed interpersonal and communication 
skills, you should be able to draw on experience possibly gained within 
the pensions industry, or a leading pensions or insurance regulator. 
These are exciting opportunities to make a visible and valuable 
contribution to the development of the business. 

To apply, please send a full CV and covering letter stating salary to 
Aya O'Reilly, Arthur Andersen, 1 Surrey Street, London WC2R 2PS. For 
further details, please visit our website at www.arthurandersen.com 
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Senior Policy Analyst 
and Deputy Director 


Office of Development Studies 
(New York based) 


The United Nations Development Programme (UNDP) is the United Nations’ 
largest provider of grant funding for development, as well as the main body 
for coordinating UN development assistance. The Office of Development 
Studies (ODS), Bureau of Development Policy is complementing its team of 
policy analysts and seeks an outstanding, experienced professional for a 
broad range of analytical, advocacy and management tasks. 


Responsibilities 


Scanning the development horizon for newly emerging development trends 
and issues 

© Developing research and policy outreach programmes and managing 
an interdisciplinary research team; undertaking studies on global 
policy issues 

è- Networking with policy developers around the world 

e Working with concerned inter-governmental bodies and other UN 
system agencies 

é Keeping abreast of, and contributing to, international policy debates; 
preparing policy briefs for UNDP's senior management as well as 
providing advice to UNDP's network of country offices 

© Position requires willingness to travel 


Qualifications 


© Applicants should have a strong background in economics, especially 
public goods and international finance, and preferably, also in interna- 
tional relations; graduated from a leading university; and have a proven 
record of academic policy analysis 

Strong background in theoretical and empirical policy analysis 

æ Ten years of relevant professional experience would be desirable. The 
successful candidate would bring to the job interest in policy innovation 
and extensive management experience. He/she would be able to com- 
bine effectively a full range of administrative and resource-mobilization 
tasks with substantive functions. Experience with managing research 
projects and interdisciplinary teams would be an asset, and experience 
with fund-raising is a plus. 

Strong command of the English language, and possibly, of a second 
official UN language, and exceptional writing skills 


UNDP offers a competitive salary and benefits package. Qualified women 
are strongly encouraged to apply. Curriculum vitae including list of frequently 
read publications and writing samples should be directed no later than 
November 5, 1999 to: Ms. Flora Aller, Office of Development Studies, 
Bureau of Development Policy, Uganda House, Suite 401, 336 East 45th 
Street, New York, NY 10017; fax: (212) 506-5657; or E-mail: 
flora.aller@undp.org. Acknowledgements will only be sent to applicants in 
whom UNDP has a further interest. 


ee 
y V 
S D 


UNITED NATIONS DEVELOPMENT PROGRAMME 
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gy UNITED NATIONS (G 
(O INTERPRETERS 


A competitive examination for English, French, Spanish and 
Arabic Interpreters will be held from 17 to 26 January 2000. 


Candidates must have a degree in the language of interpretation 
and 200 days of experience as conference interpreters. The fol- 
lowing language combination is required, For 


English: fluency in English, French, Russian 

French: fluency in French, English, Russian and/or Spanish 
Spanish: fluency in Spanish, English and French 

Arabic: fluency in Arabic and English 


Application forms and other additional details may be obtained 
from UN regional offices, UN Information centres, UNDP offices 
or atwww.un.org/Depts/ohrm/examin/exam.htm 


Candidates living in Europe should send their applications to 
the following address no later than 12 November 1999; 
Secretariat Recruitment Section, 2000 Competitive Examination 
for Interpreters, Villa le Bocage No. 4, United Nations Office at 
Geneva CH-1211 Geneva 10, Switzerland, Fax: (41-22) 907 0006 


Candidates not living in Europe should send their applications 
to the following address no later than 12 November 1999; 


Specialist Services: Division, 2000 Competitive Examination for 
Interpreters Office of Human Resources Management, Room S- 
2575 E, United Nations Secretariat, New York, N.Y. 10017, 
Fax: (1-212) 963 3683 


UNITED NATIONS JOINT STAFF PENSION FUND (UNJSPF) 


CHIEF EXECUTIVE OFFICER EQUIVALENT TO 
UN ASSISTANT SECRETARY-GENERAL 


NEW YORK 


Functions: Under the authority of the Pension Board, the Chief Executive 
Officer administers the Pension Fund, directs its operations and acts as Secretary 
of the Pension Board. He/she ensures compliance with the Regulations, Rules 
and Pension Adjustment System by member Organizations, participants and ben- 
eficiaries; establishes internal policies and procedures to ensure effective op- 
erations; represents the Board. before the UN Administrative Tribunal and 
organs of the UN General Assembly; performs liaison functions with the 
Investments Committee; negotiates and implements transfer of pension rights 
with governments and inter- governmental organizations. 


Qualifications Required: Advanced degree in one or more of the following 
fields; business administration, accounting, public administration, statistics, eco- 
nomics, law or related fields, or equivalent in professional work experience. 
Ten or more years of experience in the exercise of responsibility in executive 
or managerial tasks, gained preferably in a common system or related organi- 
zation, including extensive experience with intergovernmental pension system 
management, or in governmental or quasi-governmental administrations or in 

rivate organizations. Excellent knowledge, including drafting ability, of either 
English F French; working knowledge of the other language and/or Spanish 
is desirable. 


Remuneration: The post carries a net base salary of $86,926.00 a year (sin- 
gle) and $95,995.00 (with dependents). Post adjustments currently $37,378.18 
(single) and $41,277.85 (with dependents), Representation allowance and other 
benefits also apply. 


Applications together with supporting documents should be marked PRIVATE, 
with reference: VA-99-A-JSP-669-NY and sent to: 


The Chairman of the Search Group c/o The Chief Executive Officer of the 
UNJSPF Room S-735A United Nations New York, NY 10017 U.S.A. 


Closing date for receipt of applications: 31 December 1999. 
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It’s time for clarity. 


Experts for long-term and short-term assignments in 
emerging markets 


KPMG is a leading provider of professional services in the areas of 
audit, tax, management consulting and corporate finance. 

We are involved in a number of international donor funded projects in 
developing countries and transition economies. For our projects with 
the European Commission and the EBRD, we are seeking experts to 
participate in current and upcoming short-term and long-term 
assignments in: 


W Economic development (financial services, SME development, 
human resources, industrial policy, quality standards, privatisation 
and restructuring) 


W international trade policy 


‘Infrastructure development (transport, energy, 
telecommunications), environment 

Tax and legal services, public administration, institutional 
strengthening and good governance 

Insurance and development of the social sector (education, health, 
social services) 


water, 


Candidates must have proven consulting experience in these sectors, in 
particular in programmes financed by international donor organisations. 
Knowledge of emerging markets and relevant field experience is required. 


Please send an electronic version of your CV in the EU format 
(available on request) to Inez Basselé, KPMG Regional Headquarters, 
54 Avenue Louise, B-1050 Brussels, Belgium, inez.bassele@kpmg.be. 


kpmg 


Its time for clarity. 


If you would like more 
information about KPMG, please 
visit our website at 
www.kpmg.com 














TEN 
te afe 2 
ERASMUS UNIVERSITY ROTTERDAM. 


THE NETHERLANDS 


Applicants are invited for the vacancy of 


ASSOCIATE PROFESSOR IN ECONOMICS 


The Associate Professor will be a member of the Microeconomics Group 
in the Faculty of Economics. He/she is expected to take active part in 
shaping the research and teaching programme of the group. 

Policy related work is appreciated. 


The Microeconomics Group occupies a central position in the Department 
of Economics. The group consists of 6 people and is responsible for all the 
undergraduate and graduate teaching in Microeconomics (and subfields as 
industrial organization theory, game theory, regulation and privatization). 
At the moment most of the research in the group is of a theoretical nature, 


© We are looking for an economist (PhD) with outstanding international 
publications in the broad area of microeconomics. The candidate is 
expected to be a stimulating supervisor and teacher for both graduate and 
(advanced) undergraduate students. He/she should be able and willing to 
take responsibility for part of the research and/or teaching programme. 
Candidates who have shown an ability to use microeconomic theory in 
policy oriented and/or empirical work are specially encouraged to apply. 
Information on this position is available from prof.dr. M.C,W. Janssen, 
tel. 31.10.4082341, e-mail janssen@few.eur.nl. 


Applications with curriculum vitae and list of publications should be 
sent within two weeks after publication of this advertisement to, 
prof.dr. M.C.W. Janssen, Faculty of Economics, Erasmus University 
Rotterdam, P.O. Box 1738, 3000 DR Rotterdam, the Netherlands. 
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UNITED NATIONS CENTRE FOR 
HUMAN SETTLEMENTS (HABITAT) 


The United Nations Centre for Human Settlements (Habitat) is the lead agency for thè 
human settlements development activities of the United Nations, and for the exchange 
of information on human settlements conditions and trends. 

Habitat is completing the process of re-organization which will enable it to 
more effectively spearhead the global implementation of the Habitat Agenda— 
the Global Plan of Action adopted at the Second United Nations Conference 
on Human Settlements held in Istanbul, Turkey in June 1996. 


DIRECTOR, REGIONAL AND TECHNICAL 


COOPERATION DIVISION (D- 2) 

Vacancy No, 99-E-CHS-O0XAI5-E-NA/SSR 

Reporting to the Executive Director, the incumbent is responsible for lead- 
ing, supervising and coordinating the Centre’s technical cooperation activi- 
ties and advisory services in the regions, and for ensuring the integration of 
these activities and services into the Centre’s Work Programme. The Director 
supervises Habitat regional offices and heads the Technical Advisory Branch 
of the Division. 


Proven capacity to motivate and manage senior staff, and to conduct high- 
level international negotiations is required. 

HEAD, URBAN DEVELOPMENT BRANCH (D-1) 
Vacancy No. 99-E-CHS-OOXAI6-E-NA/SSR 

Reporting to the Director, Global Division, the incumbent us responsible for 


the urban development element of the Work Programme and for the forma- 
tion and execution of the Global Campaign on Urban Governance. 


Work experience a the city level, with bilateral support agencies, NGO’s/CBO's 
and private sector would be advantageous. 


HEAD, URBAN SECRETARIAT (D-1) 
Vacancy No. 99-E-CHS-O0XA17-E-NA/SSR 


Reporting to the Director of the Global Division, the incumbent is responsi- 
ble for the formulation and execution of tasks of the Urban Secretariat including 
worldwide coordination and monitoring of urban conditions and trends and 
dissemination of related information. 


Work experience at the city level, with bilateral support agencies, NGO's/CBO's 
and private sector would be advantageous. 


The following details apply to the three posts above: 
Duty Station: Nairobi 

Entry on Duty: As soon as possible. 
Duration: Two years (Renewable) 


Qualifications: A higher degree, preferably Ph.D. in a discipline related to human 
settlements; 18-20 years relevant substantive experience; Fluency in English re- 
quired, Working knowledge of other UN official languages an asset. Intemational 
competitive salaries and benefits at standard UN rate will be offered. 


Applications, quoting relevant vacancy number, are to be sent to: 
Staffing Support Section, room S-2475 
Office of Human Resources Management 
United Nations, New York, NY 10017, U.S.A. 
Fax No: 212-963-3134/0220 

Deadline for Applications: 22 November 1999 


The recruitment will be subject to the final approval of the new organizational 
structure of UNCHS (Habitat) by the Secreatary-General. 


External applicants are requested to send a detailed c.v. or to complete a United 
Nations Personal History form (P-11) available at UN office or on the web 
site, www.un.org 


Due to the volume of applications all internal candidates and only those 
external candidates under serious consideration will be acknowledged. 


The Secretary-General reserves the right to appoint a candidate at one level 
below the advertised level of the post. 


Preference will be given to equally qualified women candidates. 








International trends originate in the minds of the manufacturers. They start their triumphal march in Frankfurt. Or in 20 further cities 
with Frankfurt trade fairs. It makes no difference whether it is for the consumer, textiles, automotive and technology sector or for com- 
munication and leisure. You will find distribution partners from all over the world as well as finding out where it is really lucrative. 
For more information see www.messefrankfurt.com 





We make markets. Worldwide. 
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Goodness, it’s Gus Dur 


T IS not immediately obvious that the best 

person to lead a country emerging from 32 
years of autocracy and a further 17 months of 
turbulent change should be an erratic Muslim 
scholar who has suffered two strokes and can 
claim no direct mandate from the voters. To 
complicate matters, it should be said that the 
country is Indonesia, whose 200m people 
make it the fourth-most-populous in the 
world; that it is still trying to rebuild its econ- 
omy after a devastating financial whirlwind; 
that its 7,000 inhabited islands and 300 lan- 
guages and dialects mean it is, at the best of 
times, a difficult place to run; and that now, 
as it happens, it is convulsed by the secession 
of a distant “province”, East Timor. Still, cheer up: Abdurrah- 
man Wahid was by no means the worst of the possibilities. 
He may even turn out to be an excellent president. 

The first task for Mr Wahid, better known as Gus Dur, is to 
establish his democratic credentials. Indonesia has had only 
one democratic general election in recent years, and that was 
in June, when the voters went to the polls to choose a legisla- 
ture. The winning party was that of Megawati Sukarnoputri, 
daughter of Indonesia’s first president, Sukarno, and staunch 
critic of the regime that succeeded him, which was led first by 
President Suharto and then by his chosen successor, President 
B.J. Habibie. Miss Megawati’s party, however, failed to win 
enough votes to give it a majority in the People’s Consultative 
Assembly (mpr), which is the body that chooses the presi- 
dent. And after Mr Habibie withdrew his candidacy this 
week, a majority of the Mpr’s members, some of whom are 
appointed, not elected, opted for Mr Wahid (see page 31). 

This has disappointed many of the protesters who helped 
to drive Mr Suharto from the presidency last year and who 
saw Miss Megawati as the pre-eminent people’s choice. Their 
sense of having been cheated may perhaps be muted by the 
subsequent selection of Miss Megawati as Mr Wahid’s vice- 
president. Yet it would be quite wrong to see Mr Wahid either 
as a supporter of the old regime or as an enemy of democracy. 
Conservative he certainly is, but his opposition to Mr Suharto 
is long-standing. And, though he owes his public position to 
his leadership of a large Muslim organisation—the world’s 
largest—he is a firm believer in secularism. 

Admittedly, this makes it odd that he, as a Muslim leader, 
should now become head of government, especially as only 
30% or so of Indonesians are in fact practising Muslims, 
though official statistics put the figure at 87%. Yet no one is 
more conscious of this than Mr Wahid himself, who acknow- 
ledges that the great majority of even nominal Muslims are 
uninterested in a Muslim agenda. Nonetheless, other Muslim 
leaders lament their compatriots’ lack of zeal and would like 
to see the country become more Islamised. Moreover, Mr Wa- 
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hid owes his victory this week to the votes of 
some of these people. He must now resist 
them if they demand any erosion of the sepa- 
ration of mosque and state. 

A more immediate preoccupation may be 
the economy, which is less parlous than it 
was but still requires careful nursing. The 
banking system is in urgent need of reform 
and, more generally, the country is imbued 
with a culture of corruption, which has 
spread from the top down. Mr Wahid’s hon- 
esty is not in doubt. Aided by a court ruling 
this week that allows parliament to see, and 
therefore publish, a report into a recent bank- 
ing scandal, he can now set about cutting out 
the rot that did so much to bring about the collapse of the 
economy two years ago. That may be painful for some: it will 
involve bringing to book some prominent public figures. But 
it is necessary if Indonesians are to feel they now enjoy the 
rule of law. And it will, incidentally, also restore the lending at 
present suspended by the imr and other foreign creditors. 

If the country’s moral integrity will be one of Mr Wahid’s 
concerns, its physical integrity will be another. The departure 
of the annexed territory of East Timor, sanctioned by the MPR 
this week, is to be welcomed; it lifts an incubus from Indone- 
sia which has prevented it from carrying the weight it de- 
serves in world councils. But it does not mean that other rest- 
less corners of the archipelago, such as Aceh and Irian Jaya, 
must also depart. If Mr Wahid can persuade the dissidents in 
these far-off places that rule from Jakarta is benign, not auto- 
cratic, Indonesia can hold together. 


Generals: back to barracks 


That, however, will involve bringing the army firmly under ci- 
vilian control—no easy task in a country that has given the 
armed forces a constitutional role in politics. Although con- 
sidered a candidate, General Wiranto, the armed forces’ com- 
mander, has won neither the presidency nor the vice- 
presidency. That is welcome. He should now accept an end to 
the armed forces’ entitlement to make appointments to the 
MPR, and to their more general activities in what should, in a 
democracy, be civilian affairs. 

Can Mr Wahid do all this? Frail, almost blind, with no ex- 
perience of government, he will find it hard. But he is intelli- 
gent, charming and witty; he has led an organisation with 
30m-35m followers; and he has shown an ability to practise 
the arts of politics—sometimes dallying with Miss Megawati, 
whose disdain for deal-making was her undoing this week, 
sometimes with others. Honest, respected, widely known in 
Indonesia, he is above all a clear break with the past. He de- 
serves his country’s, and his country’s friends’, support. 
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America’s world 


_ Why even superpowers cannot act alone 


“HE United States bestrides the globe like a colossus. It 

dominates business, commerce and communications; its 
economy is the world’s most successful, its military might sec- 

‘ond to none. Seen from its shores, all else looks puny. Yet, for 
all that, the colossus is uncertain. Having so much power, it 
does not know how to behave. Should it act alone and unhin- 

dered on the world stage, since it can? Or should it willingly 
` dilute its power in co-operation with others? 

Last week’s vote against ratifying the Comprehensive Test 
Ban Treaty showed the dilemma at its height. Leave aside for 
the moment—though it is hard—the crass partisanship of the 
Republican leaders in the Senate, who allowed merely one 
day's debate on the issue before escorting it to the scaffold. 
The more reasonable divide over the treaty was whether 
America should act like a sovereign state, rejecting an agree- 
ment that was not watertight as far as its own security. was 
concerned, or whether it should, despite that, satisfy its allies 
by ratifying it. 

Those senators who voted against have been condemned, 
not least by President Clinton, as isolationists. It is an epithet 
that flies round freely these days. But true isolationism no lon- 
ger exists in the wired and globalised world of the end of the 
2oth century. Some of those who voted no were Gingrichian 
minimalists: believers in the least possible state intervention 
either at home or abroad. But most are better described as 
unilateralists: people who believe that one of the perquisites 
of power is untrammelled freedom of action on the world 
scene, And their influence is growing. 


Together or alone 


The case for turning towards the world, rather than away 
from it, is generally accepted in America. By contrast, the case 
for multilateralism is often far from self-evident. Multilateral 
institutions are often bureaucratic, ponderous and inefficient. 
So America from time to time bullies them, ignores them, re- 
fuses to pay its dues. Multilateral treaties, such as most of 
those covering arms control, have the effect of tying down the 
signatories while rogue states roam free. So America balks. 
Smaller countries may appreciate the protection offered by 
multilateral instruments; for a superpower, they are drags on 
its independence. The Clinton administration’s interventions 
in Kosovo and East Timor are increasingly condemned by 
many politicians, especially Republican ones, as multilater- 
alism gone mad, a promiscuous spending of American energy 
on tiny and distant causes. And in recent days, Congress has 
made savage cuts even in America’s contribution to peace- 
keeping by others. 

America’s allies sometimes imagine that America’s su- 
perpower status has transformed it, or ought to have trans- 
formed it, into some giant disinterested force for peace and 
good in the world. But America is a nation like any other; its 
own interests almost always come first. The world may be 
shocked to witness American invasions of Grenada or Pana- 
ma, but this is the United States acting—with or without any- 
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body’s permission—to police its own hemisphere. And since 
it faces no direct threat from any particular enemy, the greater 
threat may often seem to be the multilateral strings that tie 
this Gulliver down. 

Yet, since the collapse of the Soviet enemy—for years, the 
all-absorbing national priority—nobody has spelled out what 
America’s interests are. Congress, in confusion on this as on 
every other aspect of foreign policy, does not know. President 
Clinton, chronically undisciplined and ever concerned with 
the here and now, cannot articulate them. From the way the 
unilateralists talk, freedom of action would seem to be Ameri- 
ca’s first priority. In fact, America’s first interest is that the 
world should be stable, increasingly democratic, and at peace. 

So how is peace best achieved? Some, George W. Bush 
among them, argue that the best strategy is sheer military pre- 
eminence. No nation would be fool enough to compete with 
the United States in a new arms race. By thus presiding might- 
ily over the world—rather than getting bogged down in the 
“social work” of open-ended deployments or permanent 
peacekeeping—America can ensure everybody's tranquillity. 

But this is a chimera. A passive America, even massively 
armour-plated, is not much use either to others, or to itself. In 
order to impose stability on a chaotic, constantly surprising 
world, America needs to work with allies. When Saddam 
Hussein threatened America’s oil supplies, the biggest alliance 
ever seen was put together at America’s behest. When outlaw 
states such as North Korea or Iraq threaten the peace with nu- 
clear or biological weapons, international co-operation is 
needed to try to contain them. Such co-operation is not creat- 
ed out of thin air. It needs a constant process of negotiation, 
communication and mutual help: help that may involve (as 
Mr Clinton, for all his faults, has understood) the putting of 
money and manpower into places where, on the face of it, 
America has no interest. 

To insist on going it alone is not only unhelpful. It is self- 
defeating, since a country without allies forfeits influence the 
more it stands alone. Moreover, it creates a dangerous prece- 
dent. America’s freelancing is accepted by its friends—to the 
extent it is—because the United States shares their democratic 
values. But unilateralism from any quarter may be both wor- 
rying and destabilising. Besides, if America thinks it can be- 
have without constraints in the world, how is it to persuade’ 
other states that they should accept constraints themselves? 

Mr Clinton had hoped to persuade India and Pakistan, 
two antagonistic nuclear neighbours, to sign the test-ban trea- 
ty. Since America itself has rejected it, his efforts seem likely to 
be in vain. The preservation of sovereignty is not worth this 
loss of leverage. In a few weeks, too, the wro meeting opens 
in Seattle: a grand exercise in multilateralism for the best of 
purposes, the liberalisation of world trade. The host country 
is approaching it sulkily, with its credibility as a treaty-maker 
damaged and in a spirit of defiance that will hardly encour- 
age others to lower their barriers to commerce (see page 39). 
This sort of posturing is much less effective than co-operation 
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might be. 

Next year is unlikely to see much improvement. Congress 
has definitively decided that partisanship no longer stops “at 
the water’s edge”; foreign policy will be kicked back and forth 
as savagely as the budget, if not always for bad reasons. Mr 
Clinton himself is weakened even more than would be nor- 
mal at the end of a second term. The American public, eyes 


Europe’s future 


Good news, and bad news, for Eurosceptics. The power of “Brussels” has 
been broken. But the European Union may be all the stronger for it 


HE European Commission—‘Brussels”, to its enemies— 

looms as dark and dangerous as ever in the demonology 
of Euroscepticism. Witness the fuss made in Britain this week 
when three advisers to Romano Prodi, the new president of 
the commission, set down a few fairly mild suggestions for 
changes prior to the admission by the eu of a dozen or more 
new countries in a decade or two. The trio said, notably, that 
more decisions would have to be taken by majority voting 
among governments, because unanimity would be harder to 
achieve as the number of governments increased. The British 
Tory Party called this a “blueprint for a European superstate”. 

It is time the Eurosceptics updated their nightmares (see 
page 72). The good news, from their point of view, is that the 
European Union is moving away from, not towards, a federal 
“superstate”. The striking feature of Brussels is the weakness, 
not the strength, of the supranational political institutions 
that sit there. The bad news, though, for sceptics is that £u 
governments have taken over as the driving force behind Eu- 
ropean integration. And governments will do a much better 
and more democratically-mandated job of bringing about a 
United States of Europe, if that is what they want, than will 
the European Commission or the European Parliament. 

The European Parliament has been perhaps the greatest 
failure for federalists. It was meant to summon into being the 
single electorate needed to guarantee democracy in this imag- 
ined new order. In the event, for more than 20 years now, 
most European voters have ignored it altogether. 

The weakness of the commission, a unique outfit which 
consists of 20 policymaking commissioners in charge of some 
16,000 EU civil servants, is a more complicated affair. It has 
lost its political authority in recent years, partly because it 
was such a shambles under Mr Prodi’s predecessor, Jacques 
Santer, who resigned in March. But it has also become a vic- 
tim of its own past success in promoting European integra- 
tion. Under the commission’s early guidance, the eu has 
evolved from its limited beginnings in trade, industrial and 
farm policy, to a point at which its competence has entered 
the heartlands of national interest, such as money, and, soon, 
foreign policy and defence. But even as governments are per- 
suaded of a certain logic in surrendering such heartlands 
wholly or partly to a European interest, they cannot justify 
surrendering them to a rival body, the European Commission. 
Instead, as our survey of Europe in this issue argues, they 
want to work out how to handle this themselves. 

Monetary union was the watershed. Governments judged 
it a vital project for Europe, but too vital a project to be con- 
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fixed on the elections, will not greatly care what happens be- 
yond the seas. But they might consider one thing. If America 
refuses multilateral entanglements, it may be blissfully free; 
but it will also be alone. It will be a leader with no one to lead, 
in a world made unstable by its very isolation. This is sover- 
eignty, all right. But a superpower should be bigger, and wiser, 
than that. 





signed to the scarcely accountable bureaucracy of Brussels. So 
they wrote the rules for the new currency, then set up a new 
European Central Bank, independent of the commission and 
everybody else, to issue and manage it. 

That, too, was not a good way to build accountability. But 
it set a new, inter-governmental tone. Since then governments 
have reserved to themselves, and not to the commission, the 
early development of a common foreign and security policy 
for Europe, the Union’s new long-term project. They are start- 
ing to move in much the same way towards an eu-centred de- 
fence capacity. And they have been reasserting their control 
over the £u’s other main current adventure, expansion to the 
east, insisting that their political judgments on candidates 
should override the commission’s procedural ones. 

It helps in all this that the old arguments against an £u 
dominated by national governments have ceased largely to 
apply. One was that they would always be too preoccupied 
with national interest to pursue a true European course. But 
over 40 years the realities of tu membership have reshaped 
governments and leaders. Acting together, they show them- 
selves finer and bolder judges of European policy than is the 
commission. Another worry was that big countries would 
bully small ones without a strong commission to stop them. 
But bullying is much harder in a Union of 15 than it was in 
one of six, and it will get harder still as the Eu grows. 


Stable state, not single state 


Where might all this be leading? The answer, probably, is to- 
wards a confederal model in which members’ national sover- 
eignty will continue to be asserted in theory, but will become 
less easily exercisable in practice. How much less depends on 
the range of ambitions the governments choose to pursue in 
their collective European efforts. A Europe built along these 
lines will never be a strong political actor in the world (too 
many divisions of language and history). But it will continue 
to be, as now, a formidable economic entity. 

For those willing to pool sovereignty, and those willing to 
check that their electorates approve of the pooling, this prom- 
ises to be a benign and sustainable outcome. At any rate, it is 
one that countries on the eu’s borders are queuing up to 
share. And if such a prospect causes deep unease in some 
countries already within, as it does in Britain, that is only nat- 
ural. Any such arrangement involves trading off the perceived 
benefits of sovereignty against those of solidarity. It is no dis- 
grace for any country to prefer either one over the other. 
———— = s 
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China’s British friends 


This week’s state visit by Jiang Zemin, China’s president, has shown that 
Britain is a less liberal and more hypocritical place than is often claimed 


MACK in the centre of London are three large and splendid 

open spaces: Green Park, Hyde Park and St James’s Park. 
Londoners are proud of these green and pleasant lands 
which, together with some other smaller spaces, are known, 
for historical reasons, as “royal parks”. Often called “the capi- 
tal’s lungs”, they are home to pelicans and picnickers as well, 
according to countless novels, as providing spies with handy 
places for the exchange of secrets. This week, one of those se- 
crets was revealed. There is apparently a long-dormant law 
banning demonstrations and protests in the royal parks, and 
police invoked it in order to stop people protesting—defined 
merely as unfurling flags and banners—while China’s presi- 
dent, Jiang Zemin, rolled along the Mall towards Buckingham 
Palace in a gilded carriage, to begin the first ever state visit to 
Britain by a Communist Chinese leader. 

Given that one of the most recent acts by Mr Jiang’s gov- 
ernment has been to suppress a spiritual group, Falun Gong, 
the main activity of which is to organise breathing exercises in 
Chinese public parks, Britain’s esteemed visitor doubtless 
thought this quite appropriate. As well as banning the group, 
Mr Jiang’s government has also arrested and imprisoned lots 
of its leaders and activists. But that is all in a day's work for 
one of the world’s most brutal dictatorships, in which ban- 
ning protests as well as locking up and occasionally killing the 
ringleaders is by now a traditional pursuit. 

Britain, however, claims to be the home of liberties and 
mother of parliaments, and currently plays host to the Labour 
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government's “ethical” foreign policy. The mere fact that such 


Argentina's next steps 


Its new president—probably Fernando de la Rua—will need some nifty political footwork 


HE campaign has been boring and so, he himself admits 

in a self-deprecating way, is its likely winner. There seems 
little doubt, according to the opinion polls, that when Argen- 
tines vote this Sunday they will choose as their next president 
Fernando de la Rua, the grey and cautious mayor of Buenos 
Aires and leader of the opposition Alliance. The polls suggest 
that Mr de la Rua will win by a margin big enough to avoid a 
run-off ballot. For two big reasons, that is an outcome to be 
welcomed. 

The vote comes after a decade of rule by Carlos Menem, a 
rumbustious Peronist who turned into one of Latin America’s 
firmest free-market reformers. For all his achievements, Ar- 
gentina has had diminishing returns from Mr Menem. In his 
first term, he put Argentina’s economy back on its feet, partly 
through a rigid currency board that pegs the peso by law at 
parity to the dollar (an arrangement known as “convertibil- 
ity”). But in his second term, since 1995, he has appeared loth 
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a law, limiting the freedoms of speech, association and ex- 
pression of her majesty’s subjects when strolling in her majes- 
ty’s parks, remains on the country’s statute books, tells you 
that appearances can deceive. Yet the most disturbing thing of 
all is not the fact but the timing: that such a law should be in- 
voked during a visit by a man like Mr Jiang. 

The Chinese Communists, it is often said in their defence, 
are a lot better than they were. This is true, but hardly closes 
the issue. In 1950-80, at least 35m Chinese lost their lives in 
slaughters, famines and general mayhem, resulting from 
Communist actions. Many thousands of pro-democracy de- 
monstrators then lost their lives in Tiananmen Square in 1989, 
mown down by the military. Compared with such atrocious 
acts, life is better and freer in most of today’s China. But that 
is like giving credit to Hitler for persecuting and killing fewer 
Jews than before. 

Against this view must be counted the realpolitik of the 
situation: Britain, like other democratic countries, has to deal 
with the China that exists, not the China it would like to exist. 
But does that really entail honouring Mr Jiang with a state vis- 
it? And one in which the deep friendship between “our two 
great nations” is celebrated by the signing of a stack of busi- 
ness deals, while the yells outside of protesters are stifled, us- 
ing an anachronistic law? For once, it makes you feel sorry for 
the queen, for being used in this way. It even makes you feel 
sorry for Augusto Pinochet, Chile’s former dictator, trapped in 
Surrey while he battles against extradition to Spain. His sins 
were many. But they were fewer than those of Mr Jiang. 











to add to that record. Mr de la Rua seems to have more desire, 
and ability, to pursue much-needed changes in the judiciary 
and the police force, for example. And he is better placed to 
crack down on the corruption that many Argentines believe 
has flourished in dark corners of the current regime. 

But the second big reason for welcoming a victory for Mr 
de la Rua is that it would be a vote for continuity as much as 
for change. While Eduardo Duhalde, his Peronist opponent, 
has made rash public-spending promises, and suggested that 
Argentina should default on its foreign debt, it has been Mr de 
la Rua who has responsibly promised to maintain the main 
thrust of current economic policies, including convertibility. 

That reflects a broad consensus in Argentina on the im- 
portance of maintaining economic stability—a consensus that 
may seem surprising, since the country is currently deep in re- 
cession. The slump has not been caused by the currency 
board. Blame instead a combination of (mainly outside) cir- 
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cumstances, including investors’ fears about emerging mar- 
kets, low prices for commodity exports and Brazil's deval- 
uation. But it has raised a worrying question: will its fixed 
exchange rate condemn Argentina to years of stagnation? 

In 1995, when Mexico’s devaluation pushed Argentina 
into a similar (though shorter) recession, it quickly surged 
back to a boom. But recovery may be slower this time (see 
pages 21-24). The fiscal position has deteriorated, and that has 
worried financial markets: Argentina can no longer count on 
cheap and abundant foreign lending to fuel growth. Further- 
more, many of its manufactured exports are uncompetitive— 
especially now that they are no longer helped by an overval- 
ued currency in Brazil, their largest market. 


Can the grey man push the state into the black? 


Scrapping the currency board would be costly: nearly all of 
Argentina’s debts, both public and private, are in foreign cur- 
rency. But living with the board will be painful, too: it re- 






quires the swift application of fiscal austerity, and of struc- 
tural reforms aimed at driving down costs. 

Delivering such reforms—of the tax system, federalism, 
union privileges, and privatised monopolies—will be a huge 
task for Mr de la Rua (if it is he). For a start, he will have to re- 
sist some in his Alliance (such as Raul Alfonsin, a former pres- 
ident) who hanker after a less stringent economic diet. And 
whatever happens in the polling on Sunday, the Peronists will 
keep control of the Senate, many provincial governorships 
and of the trade unions, whose frequent strikes made life so 
hard for Mr Alfonsin in the 1980s. 

Moreover, any deal under which Mr de la Rua sought Mr 
Menem’s support for reforms is likely to come at the expense 
of a thorough investigation of corruption—and a consequent 
risk of popular disillusionment. The political calculus is peril- 
ous, and success is not guaranteed. Wish Argentina’s new 
president a thumping mandate, and good luck. Without it, 
the country may be in for some unduly interesting times. 








Walking on air 


If Europe is to capitalise on its lead in mobile telephones, its companies 


need to do more than just consolidate 


UROPE has become rather self-congratulatory about its 

newly discovered role in the communications revolution. 
Having conceded that the Internet was largely an American 
venture, the older continent now finds that its peoples’ enthu- 
siasm for blathering on mobile telephones is creating a lead in 
what could become the next exciting area of change. Not only 
are Americans laggards in ownership of mobiles; European 
companies dominate the marketplace. Finland’s Nokia is the 
world’s biggest maker of handsets; Vodafone, a British com- 
pany, snatched AirTouch, an American rival, last January to 
become the world’s biggest operator. Now Europe’s big mo- 
bile-phone companies are building cross-border heavy- 
weights with a despatch rare in any European industry (see 
page 77). But before Europeans get carried away, they need to 
make sure they do not throw away this head start. 

Already, the spread of wireless has revolutionised com- 
municating. Because it is personal, rather than communal 
(like the home telephone or rc), the mobile telephone appeals 
to new customers: think of all those chattering teenagers, 
some of whom buy their telephone time over the counter, like 
a packet of crisps. It also fosters new ways of using the tele- 
phone: to send short messages (a billion a month in Europe), 
to pay for a Coke, to make a bet, to receive instant recommen- 
dations on where to park or to eat. As a portable and truly 
personal computer, indeed, the mobile phone may turn out to 
be the credit card, or even identity card, of the future, making 
payments and opening doors. No rc could be this versatile. 

The big question is how the dream marriage between the 
mobile telephone and the Internet will happen—and how the 
match will change each partner. Larry Ellison, boss of Oracle, 
one of America’s biggest software firms, thinks wireless will 
soon give more Europeans than Americans access to the In- 
ternet. But this will require more than just the development of 
technologies to display the Internet on mobile devices, some 
of which are already on the launch-pad. It will need new 
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ideas on how information should be presented. A rc user, 
checking his Internet bank balance, may be willing to plough 
through several web pages of information; a mobile-phone 
caller merely wants the bottom line. That has a further impli- 
cation: mobile surfers will not want small screens cluttered 
with the advertisements that finance most websites. So a dif- 
ferent way to charge customers will be needed. Fortunately 
for telephone companies, one of the things they understand 
best is how to bill their users. 


Hold the line 


In developing both new technologies and the services to feed 
them, Europe’s companies have some advantages. One, ironi- 
cally, may be Europe’s sheer fragmentation. Common stan- 
dards are vital to the telephone business: because the conti- 
nent was fragmented, Europe’s cellular industry accepted 
early the need for a single digital standard. America still lacks 
one. Europe’s multiplicity of cultures may also encourage a 
variety of new ideas: it was in Italy that the pre-paid card first 
caught on; Finland is pioneering the telephone as electronic 
cheque book. Even the way Europeans pay for fixed-line calls 
is a boon: people are used to paying (expensively) by the mi- 
nute for local calls, which are free in America. So mobile calls, 
often a bargain in Europe, are a luxury across the Atlantic. 
By restructuring their industry so soon, Europe’s new mo- 
bile giants may be creating another advantage: a continent 
with several large, home-grown, cross-border firms. But they 
need something more: ideas. Europe’s great weakness in the 
communications revolution has been a lack of bright young 
entrepreneurs (and of venture capitalists to back them). The 
best way for Europe to exploit its lead is to start thinking of 
schools and universities as breeding-grounds not of more job- 
less youths but of new business start-ups. Anyone with a 
money-making idea should pick up the phone. 
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The Government of Jamaica 


Invitation to express interest to prequalify for the 
development, construction, operation and maintainance of 





Highway 2000 Project in Jamaica 


1. Warburg Dillon Read in association with CFAS Ltd. (the “Financial Advisers") acting on behalf of the Government of 
Jamaica, wishes to invite expressions of interest in pre-qualifying to tender for the above captioned project. The 
Government of Jamaica, represented by the Agricultural Credit Bank of Jamaica Ltd. ("ACB"), plans to develop a 
modern multi-lane tolled highway of approximately 230 km that will connect the capital Kingston in the south east 
with the city of Montego Bay in the north west and Ocho Rios on the north central coast ("Highway 2000"). The 
Government of Jamaica plans to transfer responsibility for the preparation of the development and administration of 
Highway 2000 to the National Roads Operating and Construction Company Ltd, which is currently being established. 
The Government of Jamaica is seeking to invite private sector companies to undertake the development, 
construction, financing, operation and maintenance of Highway 2000. Highway 2000 is to be implemented on a 
build-operate-transfer ("BOT") basis under a concession agreement over a specified period of time to be agreed. 


2. Highway 2000 will be designed to modern geometric standards in accordance with general practice in the United 
States, Canada and the European Union. It will be a four to six lane controlled access tolled highway with grade 
separated intersections with all other roads and railways. Access to and egress from Highway 2000 will be via high 
speed ramps grouped at interchanges. 


3. Highway 2000 is a “green-field" project, which will traverse all types of terrain. It will connect with 
the main urban/industrial/commercial centres of Kingston, Spanish Town, Old Harbour, Mandeville, Montego Bay 
and Ocho Rios reducing transit times between these urban areas by half. It is the intention of the Government of 
Jamaica that construction of Highway 2000 should commence before the end of year 2000. 


4. Expressions of interest are hereby invited from enterprises, consortia, or joint venture partners with good financial 
capability and a demonstrable track record in the development, construction, management and operation of tolled 
or shadow-tolled highways (all of which constitute pre-qualification criteria in accordance with the documents to 
follow), to pre-qualify for selection to receive a preliminary information memorandum along with the necessary 
tender documents which will shortly be issued by ACB in respect of Highway 2000. 


5. The Government of Jamaica, ACB and the Financial Advisers do not bind themselves to pre-qualify any applicant 
and also reserve the right to reject any application for the pre-qualification documentation. 


6. Interested parties should submit a request for pre-qualification documentation within the set deadline to: 


Mr Jackson Wint Mr Adam Nicolopoulos 

Project Development Unit Transport Infrastructure Team 

The Office of the Prime Minister Warburg Dillon Read 

C/o Agricultural Credit Bank of Jamaica Ltd 1-2 Finsbury Avenue 

11A Oxford Road London 

Jamaica EC2M 2PP 

Kingston 5 United Kingdom 

Tel. 876-929 4010 Tel. +44-171-568 5056 

Fax. 876-929 0382 Fax. +44-171-568 0901 

Email acb3@infochan.com Email adam.nicolopoulos@wdr.com 


7. Requests for pre-qualification documentation should be sent by facsimile transmission, email or courier to arrive at 
the above addresses no later than Wednesday, 27 October 1999. 


8. The documentation will be despatched as soon as possible thereafter. Neither ACB nor the Financial Advisers, however, 


accept any responsibility for ensuring proper delivery of the relevant documentation. Completed pre-qualification 
applications should subsequently be sent to the above parties and addresses to arrive no later than 15 November 1999. 


és Warburg Dillon Read 
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ARGENTINA’S ECONOMY 


Keeping the reform alive 


BUENOS AIRES 


Until recently, Argentina’s economic reforms had brought it high growth and 
international acclaim. Today, the country faces a severe recession and 
nervous investors. Can a new president turn things round? 


UENTE DE LA NORIA is a place where 

workers change buses, a mass of traffic 
and bustle on the edge of La Matanza, a sub- 
urb of Buenos Aires. It is also a place where 
the old Argentina meets the new. Dusty 
shops crowd the pavement, selling every- 
thing from bus tickets for Bolivia to cheap 
shoes from Brazil. These family-run shops, 
where paying tax is unheard of, are the back- 
bone of Argentina’s informal economy. 
Alongside them stands ex1, a gleaming dis- 
count mini-market, where the packaging is 
bright, the management is professional, and 
taxes are paid. Run by Gustavo Lopetegui, a 
former consultant for McKinsey’s, Eki has 54 
stores in Buenos Aires, and a new one opens 
every six days. 

The arrival of discount supermarkets in 
the poorest suburbs of Buenos Aires is a sign 
of how far Argentina’s economic revolution 
has come. Under Carlos Menem, its presi- 
dent since 1989, the country has been widely 
seen as a model of free-market reform in Lat- 
in America. It fixed its peso at parity with the 
dollar in 1991, tore down trade barriers, and 
privatised and deregulated. For much of the 
decade, the economy boomed. 





But now, as the voters go to the polls to 
choose a successor to Mr Menem on October 
24th, the Argentine model looks less lus- 
trous. For the second time in four years the 
country is in the grip of a deep and long re- 
cession (see chart 1). The economy is likely to 
contract by 3.5% this year. Unemployment 
officially stands at 14.5%. In the Eki stores in 
poorer areas, sales change sharply around 
the 15th of every month, as salaries run out 
and customers switch from meat to pasta or 
beans, and from orange juice to cheaper 
powdered drinks. A year ago, says Mr Lope- 
tegui, this belt-tightening did not take place 
until around the 25th of the month. Worse, 
the number of homeless people in Buenos 
Aires, South America’s wealthiest city, has 
tripled in the past two years. 

In many countries, hard times would 
breed impatience with economic policies. 
Yet the clear favourite to win the presidency 
is Fernando de la Rua, whois leader of the 
opposition Alliance but has based his cam- 
paign on a commitment to existing policies. 
He has promised fiscal austerity and to 
maintain “convertibility”, the Argentine 
name for the rigid currency-board arrange- 


ment which pegs the exchange rate by law. 
His chief opponent, Eduardo Duhalde, the 
candidate of Mr Menem’s Peronists, has 
campaigned as a populist, promising big in- 
creases in pensions, and talked of a morato- 
rium on Argentina’s foreign debt. 

For Mr de la Rua to be in the lead seems 
odd. But Argentina in the 1990s is a place 
where populism is distrusted, and where 
economic stability is prized above all else. To 
understand why, it is necessary to remem- 
ber the Argentina of a decade ago. It was a 
closed, inefficient economy with a history of 
chronic macroeconomic mismanagement, 
suffering its second bout of hyperinflation in 
ten years. Confidence in the currency had 
collapsed as prices had risen by more than 
4,000% in one year. 

Most Argentines over the age of about 20 
have a searing memory of all this, and are de- 
termined not to repeat it. That explains the 
broad popular appeal of “convertibility” asa 
bulwark against economic chaos. 

A second reason for demanding conti- 
nuity is that Argentina’s radical reforms at 
first yielded spectacular results. Inflation 
was killed. But also the economy grew by 8% 
a year between 1991 and 1995, as productivity 
soared, exports boomed (rising by an aver- 
age of 12% a year from 1991 to 1998), and for- 
eign investment poured in. There were casu- 
alties, too, as high unemployment rates and 
the scores of derelict factories that stud the 
former manufacturing suburbs around Bue- 
nos Aires testify. But for many Argentines 
life in the early 1990s grew much better. 
Moreover, Argentina’s fierce faith in its re- 
forms has survived some tough tests. In 1995, 
in the aftermath of Mexico’s devaluation, Ar- 
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ARGENTINA’S ECONOMY 
gentina lost 18% of its bank deposits as sav- 
ers, fearing a sudden currency collapse, 
grabbed their money. That loss of confi- 
dence stretched the currency board to the 
limit, and precipitated a dramatic recession: 
cpp shrank by 2.8% in 1995. But Mr Menem 
stuck to his guns, and won a second term in 
an election held in the depths of that reces- 
sion. Helped by strong growth in the world 
economy, Argentina’s exports soared and 
the economy bounced back. The currency 
board was strengthened and the banking 
system bolstered. High growth was resumed. 


A model in trouble 


The question now is whether Argentina can 
bounce back once again by sticking to its re- 
form model. Unfortunately, circumstances 
are harder than in 1995. In the past couple of 
years Argentina has been hit by three big ex- 
ternal shocks, which are largely responsible 
for the current recession. First, Russia’s deci- 
sion to default on its debts in August 1998 
brought about a second liquidity squeeze. 
But this time it was not Argentine savers who 
panicked, but foreign investors. Interest rates 
on Argentine bonds shot up. Most firms 
found it impossible to raise money abroad; 
even the government had to scrabble to raise 
the money it needed to roll over public debt 
and to finance its fiscal deficit. With foreign 
financing scarce and expensive, domestic in- 
vestment plummeted. 

Worse, this liquidity squeeze took place 
just when the country was also suffering a 
sharp deterioration in its terms of trade. 
Some 60% of Argentina’s exports are com- 
modities, mainly farm products. Over the 
past two years, their prices have plunged. 

Third, Argentina’s problems have been 
made even tougher by those of Brazil, its 
largest export market (accounting for a third 
of the total). Brazil itself went into recession 
last year. Then, in January, it devalued its 
currency by 40%. That hit Argentina’s manu- 
facturers particularly hard: for many, Brazil 
is their main export market. Car production, 
for instance, is running at only half the level 
of last year. At current exchange rates, car 
making has a bleak future in Argentina. Oth- 
er manufacturers suddenly face fierce com- 
petition from cheap Brazilian imports, 
such as the shoes at Puente de la Noria. 

Recession has exacerbated flaws 
that previously seemed manageable. 
The fiscal deficit has risen, as tax reve- 
nues have fallen and the government's 
interest bill has soared (see chart 2). The 
debt profile has worsened sharply. 
While the economy was growing fast, it 
was easy to borrow abroad, and the 
country’s deficits seemed affordable. No 
longer. Total public-sector debt has risen 
from 39% of Gpp at the end of 1997 to, 
probably, 46% by the end of 1999. In- 
clude the private sector, and the total ex- 
ternal debt is a hefty 52% of pp. Argenti- 
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between debt payments and exports, a figure 
closely watched by markets) is over 60%. No 
other big emerging economy’sis so high. 
That exposes the underlying fragility of 
Argentina’s economic model: its reliance on 
external financing to deliver a return to 
growth. How foreigners feel matters a lot. As 
almost every other country in Latin America 
has moved to a floating currency, Argentina 
is increasingly the odd man out. This unique- 
ness was once an asset, but, since Brazil’s de- 
valuation, many investors have come to see 
convertibility as a millstone, which risks 
consigning Argentina to years of stagnation. 
There are signs that the recession may 
have reached bottom:on a monthly basis, in- 
dustrial production began to edge upin July, 
and consumers are a shade less depressed. 
As a result, foreigners have become slightly 
less nervous, and interest rates on Argenti- 
na’s debt have fallen recently (see chart 3). 
Nonetheless, earlier this month Moody’s, a 
credit-rating agency, downgraded Argenti- 
na’s debt, citing among its reasons the debt 
burden and the strictures of the currency 
board. And Wall Street’s sternest pessimists 









still whisper that it is a question of when, not 
whether, Argentina faces another crisis. The 
gloom may prove wrong. But the new gov- 
ernment, when it takes office in December, 
will face an unenviable combination of low 
market confidence, lost economic competi- 
tiveness and worsening fiscal accounts. 


A tough slog 


In many countries, a conventional response 
to all this might include a tough fiscal policy 
and a devaluation of the currency to im- 
prove competitiveness. In Argentina, how- 
ever, devaluation—which means abandon- 
ing “convertibility”—is not seen as a serious 
option. Though a few local economists rail 
against the currency board, they are a lonely 
minority. No policymaker wants to scrap it. 

That is because devaluation would bring 
few benefits and huge costs. Argentines use 
the dollar as their unit of account for all but 
the most immediate purposes. Some 60% of 
bank deposits and almost all saving ac- 
counts are in dollars. All long-term contracts 
such as mortgages or leases are denominated 
in dollars. Peso prices would immediately 
jump to reflect any new exchange rate. This 
would risk a resurgence of inflation and, giv- 
en Argentina’s history, a collapse of confi- 
dence in the peso. Even ifinflation remained 
moderate, many firms as well as the govern- 
ment would default on loans, since 90% of 
government debts and 80% of private-sector 
debts are in foreign currency. 

Not only does Argentina lack the option 
of a “quick fix” devaluation, but the currency 
board means that it forswears monetary pol- 
icy, too. This means that Argentina’s path to 
restoring market confidence and improving 
competitiveness lies in a tough slog of tight 
fiscal policy and structural reforms to make 
the economy more flexible. 

The consensus in Buenos Airesis that, for 

now, fiscal discipline matters most. In a strik- 
ing display of toughness in an election cam- 
paign, the country’s Congress has approved 
a “fiscal responsibility” law which man- 
dates a declining deficit until the federal 
budget reaches balance in 2003.Can such ex- 
cellent intentions be put into practice? 
There is much scope for cutting waste 
and improving efficiency in the public 
sector. But cutting public spending 
quickly will be hard. Much depends on 
provincial governments, over which the 
centre has little immediate control. At 
the federal level, four-fifths of spending 
goes on wages, pensions, the govern- 
ment’s rising interest bill and transfers 
(some constitutionally mandated) to the 
provinces. Trimming these is difficult. 
The other fifth goes on public services, 
from health care to the police, and has 
already been squeezed. 

Last month, in its draft budget for 
2000, Mr Menem’s team suggested 
spending cuts of $1.8 billion, including 








na’s debt-service ratio (the relation 
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cuts in payments to the provinces. That 
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ARGENTINA’S ECONOMY 


seemed brave, but it risks jeopardising the 
complete overhaul of the federal system that 
is crucial to the country’s medium-term fis- 
cal stability. Under the current labyrinthine 
system of tax-sharing, about half of the rev- 
enue raised by the central government goes 
to the provinces, which have little incentive 
to raise their own taxes—or to manage 
spending prudently. But reform of this sys- 
tem requires not only approval by Congress 
but ratification by the provinces. Since most 
provinces are run by Peronists, that would 
be an extra difficulty for Mr de la Rua. 

Nor can the new government rely on 
more revenue to plug its fiscal hole. Tax eva- 
sion is rife: barely half of potential value- 
added tax is collected. Tackling that will take 
time as well as determination. Of course, 
when the economy bounces back, tax reve- 
nues will rise. But levying new taxes could 
jeopardise Argentina’s second big goal: im- 
proving competitiveness. Many existing tax- 
es, such as those on payrolls, hinder econ- 
omic efficiency. Few Argentine economists 
doubt that tax cuts, in the medium run, are a 
vital component of better competitiveness. 


Feeling flexible 


Other measures to improve competitiveness 
are not going to be easy. Argentina has al- 
ready done many of the obvious productivi- 
ty-enhancing reforms, such as privatisation 
and trade liberalisation. With the exception 
of two big banks, for instance, almost every- 
thing that the state owned—and managed 
badly—has been privatised. The reforms 
that remain are politically far harder. 

One is labour markets. Even during the 
boom years, unemployment remained 
painfully high—strong evidence that some- 
thing is wrong with the jobs market. The pro- 
blem is not high unemployment benefits: 
there is no unemployment insurance to 
speak of, and many of the officially unem- 
ployed work in the huge “black” economy. 
Moreover, although Argentine businesses 
cannot rely on inflation to reduce the real 
value of wages, anecdotal evidence abounds 
that a lot of firms have been cutting nominal 
wages during the current recession. So the la- 
bour-market problems seem to lie in a myri- 
ad of excessive regulations that hit smaller 
firms hard, and in high payroll taxes (includ- 
ing big mandatory payments by employers 
to trade-union health schemes) that discour- 
age the hiring of new workers. 

New laws to make it easier to sack work- 
ers, to hire temporary workers and to make 
contracts more flexible would help. But cut- 
ting the cost of employment will be far hard- 
er. Although payroll taxes were reduced un- 
der Mr Menem, they are still too onerous. So 
are the huge sums paid to trade unions as 
mandatory dues and for union-run benefit 
plans. These schemes yield few services (ma- 
ny big firms pay for private health insurance 
because the unions’ efforts are so inade- 
quate) and they foster corruption. Soa big re- 
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duction in such employment costs means 
tackling union power. 

Another, politically easier, way to reduce 
business costs would be to reform the regu- 
lation of Argentina’s public services. Many 
of the early privatisations—of telecoms, elec- 
tricity distribution and roads, for example— 
came with regulatory frameworks that re- 
stricted competition or, at least, were too 
generous to the new owners. Road tolls were 
indexed to inflation in the United States. 
That was perhaps plausible in the early 
1990s, but not now that Argentine consumer 
prices are falling. 

Since 1991, the prices of privatised ser- 
vices have increased 55% more than those of 
goods, according to Pedro Lacoste, an econ- 
omic consultant. Since many Argentines be- 
lieve that some of these privatisations were 
tainted by corruption, their reform would be 
politically popular, though it might also tum 
out to be legally complicated. 


The confidence factor 


Over time, these reforms would improve Ar- 
gentina’s flexibility and competitiveness. 
But they will not be decisive in the short- 
run.Whether Argentina faces economic stag- 
nation or a return to growth depends imme- 
diately on whether market confidence can 
be regained. Given its dependence on exter- 
nal savings, the biggest influence on its for- 
tunes will be foreign investors. Of course, 
foreign investors’ confidence depends on 
their views about the country’s future, 
which in turn depend both on whether Ar- 
gentina’s terms of trade improve and on in- 
vestors’ assessment of the new government's 
commitment to reform. But two other factors 
could affect international confidence in the 
short term: a decision to abandon the peso 
entirely in favour of the United States dollar, 
and the promise (or lack) of financial 
support from official international 
institutions such as the IMF. 

To its proponents, dollarisation 
offers Argentina an instant route to 
greater foreign confidence. By adopt- 
ing the dollar, it would eliminate the 
devaluation risk that swells the inter- 
est rates which foreign lenders de- 
mand. Foreigners would be prepared 
to lend for longer periods, and they 
would stop worrying about the size of 
the current-account deficit. The costs 
of giving up the peso, it is argued, 
would be low, since Argentina is al- 
ready in effect dollarised. 

The impact of opting for the dol- 
lar would depend on how it was 
done. Unilateral dollarisation—in 
which Argentina simply adopted the 
dollar without any formal involve- 
ment of the United States—might re- 
duce the risk premium demanded by 
lenders. But most Argentine econo- 
mists question whether these bene- 
fits would be large, since a unilateral 


decision on Argentina’s part could always be 
reversed (admittedly, at great cost). To go for 
the dollar via a formal monetary treaty with 
the United States could bring far greater 
benefits. The trouble is that, though the Clin- 
ton administration has promised to give the 
idea serious consideration, next year’s presi- 
dential election in the United States means 
that it is not an option right now. 

More important for short-term market 
confidence is the potential for Argentina to 
tap official funds, especially from the mmr. 
Such support was important in helping 
“convertibility” survive Mexico's 1995 deval- 
uation. Itis proving important now: the cred- 
it agencies awarded an investment-grade 
rating to a new $1.5 billion Argentine bond 
partly backed by a World Bank guarantee. 
Nobody in Buenos Aires doubts that a new 
government which shows reasonable appe- 
tite for reform will receive money from the 
IMF; it would bea terrible blow to the institu- 
tion’s already battered credibility if Argenti- 
na “failed”. At issue is only how much mon- 
ey, and on what terms. 

Given all the uncertainties, Argentina’s 
future is hard to predict. Recent history cau- 
tions against excessive pessimism. In less 
than ten years, Argentina’s model has suf- 
fered—and survived—shocks that would 
have tested far stronger economies. And, as 
commodity prices strengthen, Brazil recov- 
ers and emerging markets regain some of 
their shine, the world outside may start to 
smile once more on Argentina. But there is no 
cause for exuberant optimism. The country 
has already reaped the rewards of its early re- 
forms, while building up debts that will con- 
tinue to make investors nervous. Where Ar- 
gentina ends up will depend on its new 
president's economic good sense, political 
acumen—and good fortune. 
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Wahid wins 





Abdurrahman Wahid, a mod- 
erate Muslim in poor health, 
became president of Indo- 
nesia. He had secured the 
support of some of those who 
had earlier backed the outgo- 
ing president, B.J. Habibie. 
Many had expected Megawati 
Sukarnoputri, whose party 
won the parliamentary elec- 
tions in June, to win. She was 
elected vice-president. Despite 
Mr Wahid’s call for unity and 
| more equal sharing of wealth, 
violence flared in Jakarta. 


The Indonesian parliament 
agreed unanimously to let the 
province of East Timor be- 
come independent, as thou- 
sands of refugees from the 
west of the island made their 
way back home. The first evi- 
dence of mass killings was 
found and violence was re- 
ported in the East Timorese 
enclave of Oecussi. 


The Commonwealth said it 
would suspend Pakistan 
after the military coup led by 
General Pervez Musharraf. He 
said the new regime would be 
largely civilian in character, 
but declared a state of emer- 
gency and suspended the 
country’s constitution. 


In Sri Lanka, President Chan- 
drika Kumaratunga said a 
presidential election would 
be held soon, several months 
ahead of schedule. 


After telling the media that Ja- 
pan should reconsider its poli- 
cy of having no nuclear 
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weapons, a junior defence 
minister resigned. 


Brotherhood bust 


Egypt's security forces arrested 
20 senior members of the 
Muslim Brotherhood in 
the biggest crackdown on the 
organisation in over four 
years. The arrests were seen as 
a pre-emptive measure to pre- 
vent the group from regaining 
control of the country’s influ- 
ential professional associa- 
tions—and a signal that there 
would be no liberalisation of 
Egyptian politics in President 
Hosni Mubarak’s fourth term. 








Natan Sharansky, Israel's new 
interior minister, ended a poli- 
cy which stripped Palestinians 
of their right to live in Jerusa- 
lem if they left the city for 
seven years. Over 2,000 people 
lost residency in this way un- 
der the last government. 


Plans for President Muham- 
mad Khatami’s visit to France 
next week went ahead despite 
protests from Iran's opposi- 
tion-in-exile and some conser- 
vatives inside Iran. An alco- 
hol furore, which prevented 
an earlier visit, has been re- 
solved after France cancelled 
plans for a state banquet. 


The Democratic Party, which 
has ruled Botswana ever 
since 1965, won the general 
election, taking 33 out of 40 
seats in the assembly. 


Angola’s government, at 
last acknowledging its offen- 
sive against the UNITA rebels, 
drove them out of traditional 
strongholds in the central 
highlands and pursued them 
into the eastern provinces. 


Madeleine Albright, America’s 
secretary of state, made a 
quick tour of six African 
countries, offering aid and 
urging more democracy, re- 
spect for human rights and in- 
tegration of Africa into the 
world economy. 








THE PCONDMICT NO TORER JIN 1000 


——{ 





Japan's ambassador to France, 
Koichiro Matsuura, was 
chosen, at the third ballot, to 
be the new director-general of 
UNESCO. 


Three wise men 


A trio of “wise men” appoint- 
ed by the president of the Eu- 
ropean Commission, Rom- 
ano Prodi, published a 
report suggesting, among other 
things, an increase in majority 
voting by eu countries to 
speed up decision-making, 
and greater powers for the 
president before a new batch 
of countries joins the club. 


Leaders of Eu governments 
meeting in Tampere, Finland, 
agreed to set up a common 
asylum and migration 
policy, and to begin an £u- 
wide fight against organised 
crime. 


In an election to Catalonia’s 
regional assembly, the Social- 
ists, led by Pasqual Maragall, 
won most votes, but the con- 
servative nationalist party of 
the incumbent Catalan presi- 
dent, Jordi Pujol, won most 
seats—and seems likely to stay 
in office leading a minority 
government. 


Russia's prime minister, Vladi- 
mir Putin, visited a border 
zone next to Chechnya, as 
Russian forces continued to 
advance towards the break- 
away republic’s capital, Groz- 
ny. He sounded loth to negoti- 
ate with the Chechens. 





Police broke up a demonstra- 

tion in Minsk, capital of Bela- 

| rus, where some 20,000 peo- 

ple were protesting against a 
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proposed union between Bela- 
rus and Russia. 


Soft option 


The United States Senate re- 
jected the McCain-Feingold 
bill, one of the few deter- 
mined attempts to remove 
“soft” money from Ameri- 
can politics. 


Elizabeth Dole, finding her- 
self unable to raise money by 
the necessary truck-loads, 
bowed out of the race for the 
Republican presidential nomi- 
nation. 


President Bill Clinton vetoed 
the foreign-aid bill, which con- 
tained far less money than he 
had requested for peacekeep- 

ing and debt relief. 


Robert Ray was sworn in to 
replace Kenneth Starr as inde- 
pendent counsel and to con- 
tinue Mr Starr's unfinished in- 
vestigations. 


Opinion polls gave Fernando 
de la Rua, the candidate of the 
opposition Alliance, a 12-15 
point lead in Argentina’s 
presidential election to be 
held on October 24th, enough 
to avoid a run-off ballot. 


Venezuela’s constituent as- 
sembly began debating a pre- 
liminary draft of a new consti- 
tution for the country. But the | 
document's length—it has 395 | 
articles, with hundreds more 
proposed—gave rise to fears 
that it would not be ready in 
time for a proposed December | 
referendum. | 
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Spanish steps 











Banco Bilbao Vizcaya 
(BBv) and Argentaria, 
Spain's second- and third-larg- 
est banks, announced a merg- 
er. The markets had expected 
a deal ever since psv’s arch- 
rival, Banco Santander, merged 
earlier this year with Banco 
Central Hispano to form 
ascu. The new bank, to be 
called ssva, will control assets 
of more than €200 billion 
($240 billion). It is likely to fol- 
low ssc by expanding fur- 
ther in southern Europe and 
Latin America. 


The European Commission 
gave the go-ahead for BSCH 
to. take a 40% stake in Cham- 
palimaud, a large Portuguese 
financial group, overruling a 
veto from Portugal’s govern- 
ment. However, the deal will 
not go through until Portugal’s 
appeal is heard in the Euro- 
pean Court of Justice. 


Citigroup, the product of last 
year’s biggest-ever financial- 
services merger between Citi- 
bank and Travelers, an- 
nounced encouraging third- 
quarter profits. Cost-cutting 
and, maybe, some cross-selling 
of products seem at last to be 
yielding rewards. 


The future’s German 


Germany’s Mannesmann, 
signalling its ambitions to be- 
come a European telecoms 
heavyweight, announced a 
takeover of Orange, Britain’s 
third-largest mobile-phone 
company. The deal, which will 
cost Mannesmann £19.8 billion 














($33 billion), will give it 3.3m 
British subscribers. Mannes- 
mann also joined the bidding 
for Cablecom, Switzerland’s 
biggest cable company, valued 
at around $3 billion. 


France Telecom agreed to 
acquire a 60% stake in E-Plus, 
Germany’s third-biggest mo- 
bile operator, for €7.4 billion 
($8.0 billion). This marks the 
French firm’s re-entry into the 
German market after its alli- 
ance with Deutsche Telekom 
collapsed over the latter’s 
failed attempt to merge with 
Telecom Italia. 


RWE, a German utility con- 
glomerate, is to merge with 
VEW, Germany’s fourth-larg- 
est utility. This follows a merg- 
er between Germany’s second- 
and third-biggest electricity 
companies, Veba and Viag. 
Competition in Germany has 
been intense since the liberal- 
isation of Europe’s electricity 
markets earlier this year. 


British Midland confirmed 
that it is in exclusive talks 
with Lufthansa, a German air- 
line, which would result in 
Lufthansa acquiring half of 
sas’s 40% stake in the British 
airline. British Midland would 
then join the Star Alliance, 
which would control a quarter 
of all landing slots at Heath- 
row Airport. Robert Ayling, 
chief executive of British Air- 
ways, complained that British 
Midland was now “under 
German influence.” 


Swissair is to negotiate an 
exclusive partnership with 
Lot, Poland’s state-owned air- 
line. The Swiss beat rival offers 
from British Airways and 
Lufthansa. 


Delta Air Lines, an Ameri- 
can carrier, agreed to acquire 
the 78% of Comair that it 
does not already own. The 
deal, valued at around $18 bil- 
lion, is an indicator of Delta's 
expansion into smaller 50-70 
seat regional jets. 
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| tations by announcing third- 


Back on the road 


Nissan, an ailing Japanese 
car maker, unveiled dramatic 
restructuring plans, including 
factory.closures with the loss 
of 21,000 jobs, mainly at Japa- 
nese plants. Carlos Ghosn, 
Nissan’s chief operating offi- 
cer, sent in by Renault, a 
French car company that now 
has a 37% stake in Nissan, was 
known in France as “le cost 
killer”. The heads of both 
companies said the alliance 
would generate savings of $3 
billion a year after 2005. 


Ford, the world’s second-larg- 
est car maker, exceeded expec- 


quarter profits of $11 billion. 
North America’s burgeoning 
car market, a consequence of 
a booming economy, helped 
to offset poor performance in 
Europe and South America. 


Microsoft, the world’s biggest 
software company, announced 
that third-quarter profits had 
leapt by 30% partly as a result 
of “awesome” demand for 
personal computers. Asian 
revenues rose by 82%, reflect- 
ing that region’s recovery. 


In contrast, IBM reported 
gloomy third-quarter figures. It 
also gave a warning that 
fourth-quarter profits would 
fall short of expectations. The 
giant computer maker is suf- 
fering partly because of a 
slowdown in orders on mil- 
lennium-bug worries. 


Dell Computer gave a warn- 





ing that third-quarter profits 
would suffer after a sharp in- 
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crease in chip prices which it 
has been unable to pass on to 
customers. Semiconductor 
supply has been affected by 
the recent earthquake in 
Taiwan. 


America’s Securities and 
Exchange Commission re- 
sponded to surging domestic 
and cross-border investment 
and merger activity by agree- 
ing to ease regulatory require- 
ments. It will allow American 
holders of foreign shares to be 
treated on an equal basis with 
other shareholders. 


Prices up 

















America’s consumer-price 
index rose by 0.4% in Sep- 
tember, giving an annual in- 
flation rate of 2.6%, in line 
with expectations. This was in 
contrast to last week’s an- 
nouncement that producer 
prices had risen by 1.1% in Sep- 
tember. America’s trade deficit 
narrowed in August to $24.1 
billion, the first fall since April, 
as recovering Asian economies 
imported more American 
goods. 


Investors reacted to the econ- 
omic news with cautious opti- 
mism. The Dow Jones In- 
dustrial Average recovered, 
after last week’s nosedive. 
And much-battered technol- 
ogy shares improved, thanks 
partly to Microsoft’s good re- 
sults, though 13m then damp- 
ened the mood again. 


Encyclopædia Britannica, 
faced with falling sales, went 

online free. The site promptly 
crashed. 
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New leader, new Indonesia? 


JAKARTA 


Abdurrahman Wahid, a moderate Muslim scholar, has become Indonesia’s 
new president. His election was a shock, but it could be good for the country 


E IS frail, partially blind and sometimes 
says the strangest things. But those are 
not the only reasons why Abdurrahman 
Wahid, more popularly known in Indonesia 
as Gus Dur, was considered such a long shot 
for the presidency. He was also supposed to 
be the closest ally of Megawati Sukarnoputri, 
the popular daughter of Indonesia’s first 
president and the front-running opposition 
candidate in the race. In June, after Indone- 
sia’s first free elections in four decades, Miss 
Megawati’s party finished first, and Mr Wa- 
hid’s fourth. But in a surprising vote in the 
People’s Consultative Assembly (mpr) on 
October 20th, Mr Wahid beat the favourite 
by 373 votes to 313. Miss Megawati’s suppor- 
ters immediately rampaged on to the streets. 
B.J. Habibie, who had taken over when 
President Suharto was forced from office in 
May 1998, had pulled out of the contest once 
the mer had in effect passed a vote of no 
confidence in his leadership the day before. 
In a secret ballot, the mpr then went on to 
elect Mr Wahid as Indonesia’s fourth presi- 
dent. He was backed by other Muslim par- 
ties and many supporters of the former rul- 
ing party, Golkar, which decided not to field 
a candidate to replace Mr Habibie. 
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Miss Megawati’s supporters were 
crushed, and staged violent protests in cities 
around the country. Two bombs exploded 
in Jakarta, killing two people. The stock- 
market, which had shot up by 10% when Mr 
Habibie withdrew his candidacy, quickly 
shed its gains, Ordinary Indonesians, still 
reeling from a series of tumultuous events— 
including this week the formal acceptance 
that East Timor would be set free (see box on 
next page)—were left wondering what was 
going on in their country. 

They will have to wait a little longer to 
find out. Indonesia's transition towards de- 
mocracy is not only momentous but also ex- 
perimental: much of it is being made up as 
the leading characters stumble along. Mr Wa- 
hid’s National Awakening Party is small and 
inexperienced. The direction of the new gov- 
ernment will be revealed only gradually as 
the new president reaches out to other par- 
ties in order to fill important positions. 

On October 2ist, the mer comfortably 
elected Miss Megawati as vice-president, a 
crucial position in Indonesia given Mr Wa- 
hid’s poor health. Two other candidates, 
General Wiranto, the chief of the armed 
forces, and Akbar Tandjung, Golkar’s chair- 


man, dropped out of the race leaving Ham- 
zah Haz, the leader of another Muslim party, 
as her sole challenger. Many Golkar party 
members gave their support to Miss Mega- 
wati. Her election as vice-president was 
widely seen as a way of keeping her suppor- 
ters incheck, but what skills she will bring to 
the post remains to be seen. 

Even before Mr Wahid began doling out 
government jobs, his election had stirred up 
two big fears. One was that the transition to 
democracy could be endangered. After all, 
though Miss Megawati’s party had won the 
most votes in the June election to Indonesia’s 
lower house, she was then defeated in the 
ballot for the presidency by the 700 mem- 
bers of the Mpr, some of whom are notelect- 
ed. The second fear was the rise of Islamic 
power, long held in check during Mr Suhar- 
to’s 32-year rule, in the world’s biggest Mus- 
lim country. 

Yet these worries have less todo with Mr 
Wahid than with the political jockeying that 
put him in office. As the former head of Nah- 
dlatul Ulama, a large grassroots Muslim or- 
ganisation founded by his grandfather, Mr 
Wahid has long been one of Indonesia’s 
most respected and influential figures. Dur- 
ing Mr Suharto’s rule he was one of the few 
people honest and clever enough both to re- 
fuse the autocrat’s enticements and to dodge 
his blows. Although he is prone toconflicting 
statements, he has long remained consistent 
on the role of Islam in politics: he does not 
believe there should be one. 

Some of the parties that have swept him 
into power disagree, and said so loudly dur- 
ing the general-election campaign and sub- 
sequent political bargaining. Some Islamist 
parties have questioned whether Miss Me- 
gawati, because she is a woman, has any 
right to lead Indonesia. Although more than 
80% of Indonesians are nominally Muslim, 
less than half are devout and many see no 
reason to bring religion into government. 

Nevertheless, resurgent Islamic parties 
could complicate efforts to keep the country 
in one piece. With the granting of indepen- 
dence to East Timor, even though its circum- 
stances are different, there are growing sepa- 
ratist demands from other provinces. 
Sometimes these are mixed up with religious 
issues. In one separatist province, Aceh, the 
right to apply Islamic law locally is likely to 
be a demand in any autonomy proposals. To 
hold the country together, Mr Wahid will 
have his work cut out keeping Islamist sup- 
porters in check. But the respect he com- 
mands among many Muslims, combined 
with his secular outlook, could make him 
the ideal man for the job. 

He could also prove to be a more demo- 
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HE world’s newest country took a step 

closer to reality on October 19th when 
Indonesia’s assembly agreed that, after 24 
years of brutal rule, East Timor would be 
set free. This confirms the results of a refer- 
endum held in August, in which eight out 
of ten East Timorese voted for indepen- 
dence. Indonesia is now expected to hand 
formal control of the fledgling country to 
the United Nations by the end of this year. 

Australia, which is leading a UN- 
backed force trying to restore order in East 
Timor, was among the first to congratulate 
Indonesia for at last giving up its claim to 
the former Portuguese colony, which it in- 
vaded in 1975 and annexed the following 
year. Xanana Gusmao, one of the main 
separatist leaders and the man widely ex- 
pected to lead the new country, was also 


cratic choice than Miss Megawati. Although 
her party finished first in the June poll, it was 
well short of a majority—even among those 
who had voted against Golkar. With 48 par- 
ties contesting the election, the opposition 
votes were fragmented; so, arguably, Mr Wa- 
hid will reflect many voters’ aspirations. 
Miss Megawati, aloof and unwilling to get 
her hands dirty by negotiating with other 
parties, showed huge political failings. She 
alienated Mr Wahid and Amien Rais, anoth- 
er reformist Muslim leader and potential al- 
ly, who is now speaker of the Mrr. 

Mr Rais’s role is another reason for opti- 
mism. Although he has been less consistent- 
ly secular than Mr Wahid, he has been out- 
spoken in condemning the abuses of the 
Suharto era. If Indonesia is to forge a demo- 
cratic system for itself, it must rethink its con- 
stitution and create checks on executive 
power. Mr Rais seems well suited to the task. 

Mr Wahid could prove to be a popular 
leader who does not exacerbate any of the 
conflicts still raging in Indonesia. But the task 
before him is huge. Apart from putting back 
together a wrecked economy, he also needs 
to rein in the armed forces. This would mean 
bringing the generals under civilian control 
and removing their political power, exer- 
cised through their 38 parliamentary seats, 
among other ways. 

He must also root out corruption and 
create a more competent and decentralised 
government. A huge scandal involving Bank 
Bali may be the place to start; it swirls round 
people close to Mr Habibie. A decision this 
week by the courts to release an audit of the 
bank to parliament will allow aid to flow 
again from the mr and World Bank. It all 
seems an enormous task for a frail 59-year- 
old. But Mr Wahid’s moral authority could 
be just what Indonesia now needs. 
a, 
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East Timor’s uncertain birth 


pleased. But, along with other East Timor- 
ese, he is apprehensive about the security 
arrangements that will follow. 

Much of East Timor was destroyed in 
an orgy of violence by anti-independence 
groups after the referendum. The plan now 
is for a un peacekeeping force to take over 
from the Australian-led force. Australia 
has said it would like one of Indonesia’s 
neighbours from the Association of South- 
East Asian Nations (ASEAN) to take com- 
mand. Malaysia has volunteered. Its prime 
minister, Mahathir Mohamad, says he is 
concerned lest western “interference” in 
East Timor should set a precedent for fur- 
ther meddling in the region. But Jose Ra- 
mos-Horta, another prominent East Ti- 
morese leader, says an Asean state should 
not lead the transitional force because 
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neighbouring countries had been “accom- 
plices of Indonesia”. 

In East Timor, Australian soldiers have 
continued to clash with anti-indepen- 
dence militias, who have massed across 
the border in West Timor. Three militia- 
men were shot dead on October 16th. The 
Australians have also found a mass grave, 
the first to be discovered, containing about 
20 bodies. 

Aid agencies are now preparing for the 
return of tens of thousands of refugees 
from West Timor. According to some esti- 
mates, about 250,000 people were herded 
across the border, many against their will, 
by the militias. This week, the Indonesian 
army ordered the gates of one refugee 
camp in West Timor to be opened. About 
1,000 people were allowed to cross back 
into East Timor. The occupants of other 
camps are now expected to be allowed to 
return to their ravaged new country. 








Pakistan 


The battle plan 


ISLAMABAD 


After the coup, General Musharraf has presented an agenda of sorts 


Te people of Pakistan have learned a lot 
about their new “chief executive”, Gen- 
eral Pervez Musharraf, since he seized power 
on October 12th. He believes in “true” de- 
mocracy and a free press, he is moderate on 
religious matters and his military back- 
ground will not stop him from making ges- 
tures to India, Pakistan’s arch-enemy. He also 
intends to deal harshly with those “guilty of 
plundering and looting the national 
wealth”, which presumably includes many 
of the people he evicted from government. 





Cuddly Musharraf 


They have learned that General Musharraf 
will not leave the remaking of Pakistan to 
civilians but will do it himself, as boss of a 
seven-member National Security Council 
(sc) with two other soldiers as members. At 
his first photo opportunity, they also discov- 
ered that he likes dogs. 

But they are still in ignorance about 
much. General Musharraf did not say, in his 
address to the nation on October 17th, when 
he would restore democracy. Not soon, most 
people think. But he has said enough, for 
now. Most Pakistanis relish the prospect of 
“accountability” for members of earlier re- 
gimes, who dodged taxes and treated bank 
loans like gifts. Defaulters who do not pay up 
within four weeks are to have their names 
published. Liberals are pleased that a prime 
minister who tried to elevate the role of Is- 
lamic law has been replaced by a general 
who warns against the “exploitation of reli- 
gion.” Newspaper editors say they have yet 
toreceive calls with “advice”, a routine event 
under the ousted prime minister, Nawaz 
Sharif. Pakistanis are marvelling at a blood- 
less and almost gunless coup that seems to 
have made them freer. 

Although Pakistan has been suspended 
from the Commonwealth, the United States 
has curbed its temper. As long as the general 
remains moderate, behaves humanely and 
does not put off for too long the return of de- 
mocracy, the Americans are unlikely to push 
for the withdrawal of aid. 

The economy the general inherited from 
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Mr Sharif was reviving. Growth for the fiscal 
year, which ends on June 30th, was expected 
before the coup to be 3.9-4.4%, according to 
Sakib Sherani of the Islamabad branch of 
ABN Amro, a Dutch bank. Inflation is at its 
lowest level in 12 years. After a de facto de- 
fault last year, Pakistan has built up an ade- 
quate level of foreign exchange. Before the 
coup, the government was close to an agree- 
ment with the mr that would have released 
a vital $280m loan instalment. 

To stay in the rmr’s good graces, the gen- 
eral will have to raise fuel prices by around 
6% and to resolve a dispute about tariffs and 
alleged corruption by private-sector power 
plants, which may further increase the cost 
of electricity. The public’s goodwill may sur- 
vive these austerities, especially if hate fig- 
ures from former regimes are brought to 
book. It would not survive a breakdown of 
relations with international lenders. 

The reforms required to set the economy 
straight will outlast any conceivable suspen- 
sion of criticism and may even vanquish the 
ex-commando’s courage. Virtually every 
arm of the state, from schools to tax-collec- 
tion agencies, is malfunctioning. Private sav- 
ing and investment are too low to provide 
Pakistan with a respectable rate of growth. In 
the short run, General Musharraf's pursuit 
of loan defaulters is bound to spook the big 
business houses, which might be expected 
to lead an investment revival. A growth rate 
of 4% may not be good enough to temper Pa- 
kistan’s growing social tensions. Population 
expansion eats up more than half that 
growth and income inequality has appar- 
ently risen in the past decade. 

How much can a soldier do about this? 
The attack will start with the appointment of 
an economic tsar to keep Pakistan’s finances 
on track and restore the confidence of inves- 
tors. It will take institutional reforms to hold 
on to these gains. General Musharraf may be 
encouraged by the army’s forays into ad- 
ministration during Mr Sharif’s tenure. It 
hunted down “ghost schools”, which were 
draining money from the education budget 
of Punjab, Pakistan’s biggest state. Some 
35,000 troops marched into warpa, the leak- 
ing electric utility, to ensure that meters were 
read and bills paid. 

Yet martial discipline can provide only a 
department-store mannequin version of re- 
form. Job cuts are needed. warpa, for exam- 
ple,could chop its staff by a quarter. A World 
Bank report says the civil service requires a 
thorough overhaul. Earlier military regimes, 
it notes, are partly responsible for its unre- 
sponsive, unaccountable ways. 

General Musharraf must realise that any 
good he does will stick only ifthe democratic 
order that follows is cleaner, more account- 
able, more representative and more stable 
than its predecessors. A purge of criminals 
from political parties will not be enough. The 
general cited one basic failing when he 
promised to “remove inter-provincial dis- 
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Hong's Kong's troubled voice 


HONG KONG 


REDICTIONS that blood would flow 

in the streets of Hong Kong after its re- 
turn to China in July 1997 were always a 
figment of the foreign media’s imagina- 
tion. But the prediction made inside Hong 
Kong that the territory’s democratic forces 
would be marginalised has come to pass. 

The democrats’ sidelining was built 
into a rigged system. Although they won 
three-fifths of the vote in elections to the 
Legislative Council (Legco) in 1998, the 
democrats have just one-third of the 60 
seats. Moreover, Hong Kong's chief execu- 
tive, Tung Chee-hwa, has carried out what 
one observer calls “a slow-motion, bu- 
reaucratic coup”. He mostly 
ignores Legcoand has brought 
almost all policymaking into 
his own office. 

Nor does his government 
tolerate criticism. On October 
19th, it moved Cheung Man- 
yee, the head of rTHK, the ter- 
ritory’s government-backed 
broadcaster to a job in Tokyo. 
Ms Cheung, a fierce defender 
of RTHK’s independence, had 
riled some of Mr Tung’s pro- 
China cronies by allowing 
critical coverage. 

Not that such issues have helped the 
democrats. Often they have picked un- 
popular, if principled, issues upon which 
to fight. One is the “right of abode”. In Jan- 
uary, Hong Kong's Court of Final Appeal 
struck down an immigration law that re- 
fused residency to mainland children 
born before either of their parents had 
gained Hong Kong residency. The govern- 
ment appealed to Beijing, using outlan- 
dish estimates of the flood of immigrants 


A 
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harmony” and devolve power “to the grass- 
roots level.” Human-rights activists say there 
are others, including an electoral system that 
rewards the power of money and large land- 
holdings. Analysts, such as Arif Hasan, head 
of a think-tank in Karachi, think the 1973 
constitution, heavily amended by the last 
military dictator in 1985, is “dead”. 

General Musharraf faces a dilemma: 
should he usher in a new order by decree, or 
leave basic changes to a restored parliament 
and senate? The first option subverts democ- 
racy and would delay its return. The longer 
the army stays in power, the more vulnera- 
ble it will be to the temptations that have led 
civilian and military governments astray. 

Sidelined political parties do not want to 
be kept out of the game for long. Aitzaz Ah- 
san, leader of the opposition in the suspend- 
ed senate, hopes that “the next elected gov- 





the ruling would unleash. The democrats 
fiercely opposed this as undermining 
Hong Kong’s autonomy. Yet nativist senti- 
ment in Hong Kong backed the govern- 
ment. According to Michael DeGolyer, of 
Baptist University, for the first time more 
people surveyed are dissatisfied with the 
Democratic Party than satisfied. 

The Democratic Party is led by an ad- 
mired, ascetic barrister, Martin Lee Chu- 
ming. It can still grab the headlines. Earlier 
this month, Mr Tung gave his annual poli- 
cy address, which promoted initiatives in 
education and the environment. But these 
were pushed off the front pages by the 
Democratic Party’s claims 
that Mr Tung had told Szeto 
Wah, one of their stalwarts, 
that the Democrats had to 
shelve “the baggage of June 
4th’—a reference to the Tia- 
nanmen massacre of 1989 
which is commemorated in 
an annual vigil in Hong Kong. 

Some within the Demo- 
cratic Party are furious at the 
leak of Mr Szeto’s meeting. 
They fear it will render Mr 
Tung even less willing to have 
a dialogue with them. But the rift within 
the party goes deeper, and may not be 
patched up before the Legco elections 
next summer. That makes it more likely 
that Hong Kong's democrats will fail to 
persuade people, currently worried about 
a downturn in the economy, that abstrac- 
tions like freedom of speech and the rule 
of law matter for their livelihoods—to 
convince people, in Mr DeGolyer’s words, 
that Hong Kong is a high-tech society 
threatened by a low-tech constitution. 


emment does structural constitutional 
reform”. Yet General Musharraf will surely 
wonder whether political parties can be 
trusted to reform the system they are so used 
to exploiting. Many think he will do as the 
last military ruler did: rewrite the constitu- 
tion and reconvene parliament to rubber- 
stamp the changes. 

There is no escape from this dilemma, 
only wiser and more foolish ways of dealing 
with it. The general mentioned one of the 
wiser ways when he said he would consider 
allowing private television and radio sta- 
tions. He should not only do that but put 
state-run television beyond the reach of po- 
litical influence by his or any other govern- 
ment. If he means to set Pakistan’s new 
course himself, the general had better not sti- 
fle debate about the direction he is choosing. 
E 
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Vietnam and America 


No trade 


HANOI 


[T IS possible to buy neatly-bound illicit 
photocopies of the business propositions 
of foreign companies in the quieter corners 
of Vietnam’s many bookshops. There are 
plans by firms pitching for cellular-tele- 
phone contracts, offshore-oil deals and all 
sorts of other ventures. But no one has yet 
been able to find copies of a major trade deal 
drawn up with the United States. Although 
the details were supposed to have been 
agreed last July, Vietnam’s leaders have had 
second thoughts about signing. 

The agreement would give Vietnam nor- 
mal trading relations with America, round- 
ing off the restoration of diplomatic ties that 
took place in 1995. America would reduce its 
high import tariffs, and Vietnamese compa- 
nies would gain open access to the world’s 
richest market. In the first year alone, Viet- 
nam’s exports to America might double in 
value to about $1 billion. 

Yet the leaders of Vietnam’s Communist 
Party are stalling. Their hesitation is widely 
seen as evidence of a major re-evaluation of 
what they would have todoin retum.On the 
face of it, this would be no more than open- 
ing up Vietnam to American companies, 
and bringing the country’s fuzzy legal sys- 
tem into line with the standards of the World 
Trade Organisation. But some members of 
the Politburo are evidently worried that the 
basis of Vietnam’s economic and political 
system might be at stake. Among the fiercest 
opponents, some believe, are the armed 
forces, which are deeply involved in running 
state enterprises. This week, the central com- 
mittee of the Communist Party was reported 
to be preparing to hold a ten-day plenum to 
discuss the country’s economic future. 

American officials had been hoping the 
trade deal would have been signed by Viet- 
nam before Bill Clinton attended the Asia- 
Pacific Economic Co-operation forum in 
New Zealand in September. They now wor- 
ry that it will be sidelined. The longer the 
Vietnamese dither, the greater the risk that 
the agreement will get shoved aside during 
America’s presidential-election campaign. 

Not that any of that seems toconcern the 
Vietnamese. The country was once seen as 
East Asia’s next economic tiger, but several of 
its reforms have stalled, leaving many of the 
foreign investors who rushed to set up shop 
out of pocket and deeply unhappy. Their 
main worry now is that the economic whirl- 
wind that swept across East Asia two years 
ago has been used by Vietnam's conserva- 
tives to get the upper hand. If Vietnam had 
opened up quickly, these conservatives ar- 
gue, its economy might have been devastat- 
ed, as were the economies of several South- 
East Asian countries that had already 


34 


= y SAI 


Still shy in Hanoi 


opened up. So better to proceed slowly. 

The conservatives’ view is given cre- 
dence by the fact that the economy is still 
growing, by about 5% this year. But even 5% 
may not be enough to absorb all the young 
Vietnamese now entering the workforce. 
Moreover, the pace of growth is likely to 
slow. Many state-run enterprises are stock- 
piling mountains of goods that cannot be 
sold, often because the quality is poor. New 
foreign investment has also plummeted. 





“The outlook is very mediocre,” says a 
western businessman in Hanoi. “And you 
cannot see much changing for another five 
years.” By then, some of the older members 
of the Communist Party are expected to 
have retired, allowing a younger and, it is 
presumed, a more liberal leadership to take 
over. At least until then the Vietnamese will 
be able to read about all the plans and ambi- 
tions that others once had for their country. 
a 
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SEOUL 


T THE past, South Korea’s authoritarian 
governments paid little attention to the 
notion of a right to privacy. Kim Dae Jung, 
when in opposition, complained that the 
country’s secret service bugged his tele- 
phone, constantly watched his home and 
photographed all his visitors. When Mr 
Kim was elected president in December 
1997, many South Koreans hoped things 
would change. But no new protections for 
privacy have been forthcoming. Indeed, 
not only do government agencies contin- 
ue to eavesdrop on telephone calls but 
they now read private e-mails. 

Mr Kim has tried to reassure South Ko- 
reans that he wants to safeguard their 
right to privacy. The government has 
placed advertisements in newspapers to 
publicise its claim that official bugging is 
on the decline. Nevertheless, in the first 
half of this year, 2,902 people had their 
telephones tapped and 616,444 had their 
telephone records checked. 

There is mounting concem at the ease 
with which such information can be ob- 
tained. At present, provided they are in- 
vestigating one of 150 types of crime, or a 
national-security issue, the police and 
other government agencies may eaves- 











Bugged in South Korea 


= 


drop on conversations for up to 36 hours 
without a warrant. The rules are even 
more lax when the authorities are looking 
for answers to questions about, say, who 
made what telephone call when. The 
amount of this sort of information that 
mobile-phone operators have provided 
has more than doubled this year; that 
passed on by Internet service providers 
has risen by 12%. 

Notsurprisingly, many South Koreans 
now become nervous when they hear the 
slightest click on the line during a tele- 
phone conversation or when their e-mail 
seems to be delayed. Sales of anti-bugging 
devices are rising. 

The opposition wants the number of 
crimes for which bugging is allowed re- 
duced to 80. Its draft bill would also re- 
quire court approval for all bugging. It 
would insist that the National Assembly 
should be kept informed about both the 
number of wiretaps and the names and 
telephone numbers of the people con- 
cerned. But Mr Kim’s ruling National Con- 
gress for New Politics, supported by its co- 
alition partner, will probably block the 
bill. So for many South Koreans, Big Broth- 
er will remain listening. 
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UNITED STATES 


The politics of trade 


WASHINGTON, DC 


Despite the boom, globalisation is one of the hottest issues around. Why? 


Ana bar has just opened in Brooklyn 
named in honour of José Bové, the 
moustachioed sheep farmer who won na- 
tional fame and a jail sentence in France for 
tearing the roof off a local McDonald's with 
his tractor. The wine bar’s owner, like his he- 
ro, is fighting his own battle against globali- 
sation and poor cuisine. 

On the other side of the country, in King 
County, Washington, elected officials are 
joining the cause, firing off memos denounc- 
ing globalisation for ruining the environ- 
ment and encouraging child labour. This is 
slightly embarrassing, because King County 
includes most of Seattle where, on Novem- 
ber 30th, the World Trade Organisation be- 
gins its ministerial meeting to launch a new 
trade round. 

As many as 50,000 people will descend 
on the city from all over North America (in- 
cluding Zapatistas from Mexico and the 
Ruckus Society from Berkeley, California), 
threatening to paralyse the Pacific port. If 
things get out of hand, Americans could be 
watching on television the sort of theatrical 
street demonstrations not seen since the 
Vietnam war. 

Popular worries are putting globalisa- 
tion back on the political agenda. Ever since 
Congress, in 1997, rejected President Clin- 
ton’s request for “fast track” authority to ne- 
gotiate trade agreements, American policy- 
makers have become more and more 
reluctant to endorse economic integration. 
Earlier this year, the House voted for steel 
quotas by two to one. The Clinton adminis- 
tration has been wary of agreeing a deal with 
China over its entry into the wro, for fear 
that Congress would reject it. 

Now the critics of globalisation are start- 
ing to influence the campaign for the 2000 
election. The two parties have been split on 
trade since Mr Clinton made the North 
American Free-Trade Agreement a cam- 
paign issue in 1992, but now the issue is wid- 
ening the gaps within each party, pitting a 
dwindling band of genuine free-traders 
against a kaleidoscope of opponents, many 
of whom are protectionists but some of 
whom are concerned about matters that go 
far beyond trade, conventionally defined. 

The upshot is unlikely to be outright 
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economic isolationism. So long as there is no 
deep, painful recession, extremists such as 
Pat Buchanan have little appeal. But there 
has already been a rise in protectionism, no- 
tably through the use of anti-dumping cases, 
and there is a danger that political stalemate 
anda lack of support foropen markets could 
persist beyond the next election. 

The remarkable thing about the debate 
over globalisation is that it is growing more 
intractable at a time of unprecedented 
growth. Eight years of boom mean, in con- 
ventional wisdom, that voters don’t care 
about economic issues. It is true that the 
trade deficit is at record highs, though the lat- 
est figures are slightly better (see box on next 
page). It is also true, as Robert Lawrence of 
the Council of Economic Advisers points 
out, that parts of manufacturing and agricul- 
ture are nearer recession than boom. But 
new jobs have more than made up the losses 
and the worst-affected regions—the rust belt 
and corn belt—have the lowest unemploy- 
ment rates in the country. 

Will Marshall, the head of the Progres- 
sive Policy Institute and an influential voice 


among free-trading Democrats, argues that 
trade is becoming an issue because it ex- 
poses America’s latent economic insecuri- 
ty—fear of losing your job, your pension, 
your health coverage and so on. There may 
be something in this. Even with the best 
economy for decades, support for globalisa- 
tion is fragile. Opinion polls show large ma- 
jorities in favour of “acting as a global econ- 
omic leader”. But scratch the surface (or load 
the question) and opinions split: as many as 
46% say that “the us should slow the trend 
towards globalisation because it hurts Amer- 
ican workers.” 

Such popular perceptions are not being 
reflected in the presidential election. All the 
mainstream candidates broadly support 
free trade; Bill Bradley did not moderate his 
enthusiasm for free trade to prevent the un- 
ions from endorsing Al Gore. There are, how- 
ever, large differences between Mr Gore, 
who supports linking trade agreements tola- 
bour and environmental standards, and 
George W. Bush, who does not. 

So there is nothing obvious in the econ- 
omy to explain the popular worries and the 
presidential race is not particularly stoking 
them. Why, then, the backlash and why the 
political paralysis? The answer seems to be 
that trade has become a magnet for new 
groups and new issues which have changed 
the nature of the debate and the policymak- 
ing process with it. 

Once upon a time, trade was exclusively 
about tariffs and quotas. In America, as else- 
where, it pitted exporters against industries 
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that competed with imports. The argument 
to expand or restrict trade was largely an 
economic one, about jobs and prices. And it 
took place in the context of a superpower ri- 
valry that meant that open trade amongst 
America’s friends commanded bipartisan 
support. 

The superpower rivalry has gone, of 
course. Business broadly supports free trade, 
but without much enthusiasm, and there are 
notable exceptions, such as steel. Far more 
important, the public debate over trade now 
embraces issues such as the environment, 
human rights and labour standards. 

These issues have transformed the poli- 
tics of trade. They have introduced a new ele- 
ment of partisanship into Congress. By and 
large, Democrats are in favour of having in- 
ternational labour and environmental stan- 
dards, Republicans are against them. That 
has made it far harder to find the sort of big 
bipartisan pro-free-trade majority that used 
to exist in Congress. 

Moreover, the issues have widened ex- 
isting divisions within each party. The most 
staunchly pro-free-trade party used to be the 
Republicans. Now, between a quarter and a 
third of the party votes against market- 
opening measures, some because they dis- 
like international bodies such as the wto, 
others because they disapprove of linking 
trade with environmental regulation, still 
others because they dislike China. 

Instead, the most solidly free-trading 
block is the so-called New Democrats, the 
centrist group organised by President Clin- 
ton and Vice-President Gore. In three recent 
tests of trading sentiment, they proved the 
most coherent supporters of liberalisation, 
with four-fifths of members voting to widen 
trade, compared to between half or two- 
thirds of Republicans and only half of all 
Democrats. 

But while this faction has emerged to 
support liberalisation, backing for free trade 
has almost collapsed in the rest of the Demo- 
cratic Party. Mr Clinton got the support of 
onlya fifth of his party for the fast-track vote. 
As he told the annual gathering of New 
Democrats last week, the party is united on 
most “third-way” policies: fiscal conserva- 
tism, being tough on crime, education re- 
form. But there is one big exception: “how 
we're going to respond to globalisation.” 

Pitted against the free-trading New 
Democrats are the old ones, where unions 
retain strong influence (in the past two years, 
labour has given $12.4m to the Democrats, 
according to Common Cause, a group which 
tracks the influence of money in politics). La- 
bour concerns are already showing up in the 
presidential campaign. Mr Clinton’s de- 
mand thatthe wro take more notice of inter- 
national labour standards shows the admin- 
istration’s: heightened attention to such 
interests. The New Democrats are seeking to 
bridge the gap with the rest of the party by 
stressing such matters as how to keep jobs in 
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AMERICA’S monthly 
trade balance narrowed 
slightly in August, to $24.1 
billion, according to the 
Commerce Department 
figures released on Octo- 
ber 20th. That is slightly down from the 
monthly peak of $24.9 billion in July, and 
| the first fall since April. 

Exports of goods and services rose by 
3.7% in August, to a record $82 billion. Al- 
though August’s figures were boosted by a 
surge in aircraft sales (which probably im- 
| plies lower-than-expected aircraft sales in 
September), there is no doubt that Ameri- 
can exporters are thriving as economic 
growth abroad improves. Yet it would bea 
mistake to conclude that America’s trade 
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deficit—which so far this year is running 
atan annual rate of $252 billion, or around 
2.8% of Gop—will not rise still higher. 

For a start, America imports almost a | 
third more than it exports. That means 
that exports must grow 30% faster than 
imports just to keep the trade deficit con- 
stant. And there are very few signs that 
America’s appetite for all those attractive 
imports is waning. 

Propelled by strong demand, imports 
rose 2.3% in August toa record $106 billion. | 
Imports in the first eight months of 1999 | 
are running 10% higher than they were ov- 
er the same period in 1998. Unless the | 
economy slowsdown sharply, itishardto | 
see the trade balance improving for long. | 
Moreover, many analysts foresee a fur- | 

| 





ther import boost in the weeks before Jan- 
uary 1st, as firms stock up in preparation 
for any y2xK-related problems. | 

Nor will a cheaper dollar help much | 
just yet. Although a weaker currency will 
eventually increase exports and discour- 
age imports, it takes a while for firms to 
adjust. The more immediate effect is that 
imports become more expensive. An anal- 
ysis by Goldman Sachs suggest that if the 
dollar (on a trade-weighted basis) were to 
fall by 10-15% over the next two-and-a-half 
years, the trade deficit would continue to 
worsen until early 2001. 





the new economy, but so far, to little avail. 
The result is sobering. With both parties 
split and Congress divided on partisan lines, 
the old certainties of American trade policy 
have gone. The strength of the economy, 
while it lasts, militates against outright pro- 
tectionism, of course. But when a new trade 
round is just starting, America’s lack of com- 
mitment to greater liberalisation may be al- 
most as bad. 
i ern 





Teachers 


Good scores, or 
else 


DENVER 


A THE latest set of dismal test scores was 
announced in Colorado—41% of u- 
year-olds failing to meet state standards in 
reading, and 69% failing to meet them in 
writing—Bill Maloney, the state’s education 
commissioner, had sobering words: “If we 
donot put our house in order, rougher hands 
willdo it for us.” Those rougher hands are the 
reformers who would like to introduce 


vouchers and public-school choice. But there 
is another experiment going on in the state 
capital, Denver, which might improve the 
public-school system from within—and 
keep more radical alternatives at bay, for a 
while at least. 

Last month, Denver became the first city 
in America to bring in a plan linking teach- 
ers’ salaries directly to their pupils’ perfor- 
mance. (Tony Blair's government wants to 
introduce such a scheme in Britain’s schools; 
see page 71). The Denver scheme, approved 
by the local teachers’ union, will be tested in 
a handful of schools for two years. Its suc- 
cess, if it does succeed, could pave the way 
for other troubled urban school districts 
which are trying to break the relentless pat- 
tern of pupils who fail to progress. 

Various merit-pay programmes have 
been tested around the country. Most of 
them were unsuccessful because they relied 
on subjective evaluations of the teachers by 
school principals. Under the Denver 
scheme, teachers will be judged by the per- 
formance of their pupils in both standar- 
dised exams and tests made up by teachers, 
as well as by their general progress. 

Since the plan had to win the approval of 
the Denver teachers’ union, it is decidedly 


THE ECONOMIST OCTOBER 23RD 1999 


timid at present. Those volunteering to take 
part receive a pay rise simply for doing so, 
and they will not be penalised if pupils show 
no improvement at the end of two years. 
Nevertheless, officials in Denver are ada- 
mant that, if this pilot project works, the city 
will completely overhaul the pay scheme of 
its teachers in favour of one based almosten- 
tirely on how their pupils fare. 

Will the unions let the city get away with 
that? Pay based on seniority—years served, 
nothing more—is something they consider 
sacred. In the past, teachers’ unions have al- 
ways defeated challenges to traditional ways 
of paying teachers. Yet the movement all ov- 
er America towards paying by merit may 
gain momentum for one good reason: the 
unions’ leaders realise they have no choice. 
With more states and cities experimenting 
with radical school reform, especially 
voucher schemes, the unions are finding it 
politic to accept the smaller fiddles. That is 
why the head of the National Education As- 
sociation, America’s largest teachers’ union, 
pays lip-service to the Denver experiment. 

Some teachers are also prepared to com- 
promise because they now genuinely under- 
stand that accountability is something that 
has to be taken seriously. Making teachers’ 
pay dependent on student achievement, ad- 
vocates argue, at last gives teachers notonly a 
financial stake in the future of their pupils 
but also a greater sense of responsibility for 
the tax dollars going into the public schools. 
As with any system of competition, it re- 
wards the best teachers, and punishes the in- 
competent. And not before time, most 
American parents would say. 

Inevitably, much of the debate about 
merit pay involves the question of how pu- 
pil achievement ought to be measured. Is it 
fair, for example, to demand the same of 
poor pupils and rich ones? Many teachers 
are also concerned that pay-for-perfor- 
mance schemes will increase reliance on 
statewide standardised tests, which are al- 
ready used to decide everything from 
whether pupils go up to the next class at the 
end of the year to the amount of money giv- 
en to each school district. Some politicians 
now advocate testing as the only objective 
way to measure academic performance. 
George W. Bush, the governor of Texas, said 
in a recent speech that “without testing, re- 
form is a journey without a compass.” 

Yet many teachers do not share Mr 
Bush’s views on navigation, and believe it is 
unfair to use standardised tests to compare 
suburban districts with inner-city schools. 
They are wary of staking their own liveli- 
hood on such tests, and will no doubt fight 
for other assessment methods in merit-pay 
schemes around the country. It will be a 
smallish fight, however. The bigger battle, 
about reining in the power of the public- 
school bureaucracy, is already being won by 
those rough hands of reform. 
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Southern governors (1) 


Bluffly does it 


NEW ORLEANS 


IKE FOSTER does what Mike Foster 

wants. He refused to turn down the 
endorsement offered to him by David Duke, 
a white supremacist, when he firstran for the 
governorship of Louisiana in 1995. He sup- 
ported the right-wing Pat Buchanan’s bid to 
be the Republican presidential candidate in 
1996. Last year he spoke out against the im- 
peachment of Bill Clinton. Although he was 
born filthy rich and has made himself even 
richer, he rides a motorcycle and boasts of 
his welding skills. He jokes about his inade- 
quacies as a public speaker, his weight and 
his appearance. What hair he has left is 
cropped painfully, almost militarily, short. 


UNITED STATES 


No matter: Louisiana’s voters are almost 
certainly about to re-elect him. Mr Foster’s 
reputation as a straight-talker is, most of the 
time, a major asset. The state’s economy is in 
good shape. He is riding high in the opinion 
polls. Granted, 11 adversaries wanted to take 
him on. But most have little campaign mon- 
ey, or little more than a bizarre name to set 
them apart. Mr Foster is unlikely to be in 
grave danger from Messiah Darryl Paul 
Ward, or from the black New Orleans pipe- 
fitter who wanted to run as Albert “Super 
Nigger” Jones. (Louisiana’s attorney-general, 
politically correct to a fault, declined to let a 
black man so describe himself.) 

Three challengers have broader support. 
One is a Republican state senator, Tom 
Greene, a devout Christian who favours 
school vouchers and considers Mr Foster 
soft on gambling. William Jefferson, a re- 
spected congressman from New Orleans, is 





To Cuba he will go 


CHICAGO 


O OCTOBER 23rd George Ryan of Il- 
linois,a Republican, will become the 
first serving governor of an American 
state to visit Cuba. He will touch down in 
Havana with a delegation of more than 40 
state officials and business, education and 
cultural representatives. The trip is osten- 
sibly humanitarian; the governor will de- 
liver more than $im-worth of supplies. 
But Mr Ryan has said that, because Ameri- 
ca’s trade embargo against Cuba will not 
last for ever, it behoves his state to make 
Cuban friends sooner rather than later. 
Illinois farmers, facing record low 
prices from a glut of produce and flagging 
exports, are keen to sell corn and soya- 
beans to Cuba. Allen Andreas, the ceo of 
Archer Daniels Midland (a giant agricul- 








Mexican friends today, why not Cuban friends tomorrow? 


— 


tural-processing company based in Illi- 
nois), will accompany the governor. The 
Andreas family (who are big political con- 
tributors to both parties) have long argued 
for an end to the embargo. 

TheChicago Tribune jokingly suggest- 
ed that Mr Ryan, while in Cuba, might 
keep an eye out for baseball players who 
could help Chicago's mediocre teams. The 
paper thought the trip was a good idea; 
others sharply disagreed. Lincoln Diaz- 
Balart, a Republican congressman from 
Miami, sent Mr Ryan a personal letter ac- 
cusing him of “seeking business deals 
with the jailers of the future leaders of Cu- 
ba”. Next week, our correspondent travel- 
ling with the delegation will report how 
things turned out. 
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No helmet needed for Foster 


the official Democratic candidate in a state 
where most voters still register as Democrats. 
But party labels donot mean as much in Lou- 
isiana as they used to, and Mr Jefferson faces 
long odds as a black candidate in a majority- 
white southern state. 

There is also Phil Preis, a Baton Rouge 
lawyer who ran four years ago as a conserva- 
tive Democrat. This time he is calling for new 
taxes on the oil industry and is trying to win 
over some of Mr Jefferson’s liberal suppor- 
ters with the argument that Mr Jefferson 
can’t win. Mr Preis also has a mascot. Because 
Mr Foster has refused to hold a debate with 
his three main rivals, Mr Preis has paid aman 
to dress up in a bird-suit and waddle about 
at meetings as “Debate Duck”. 

Still, hardly anybody gives any of the 
three a chance of beating Mr Foster. In Loui- 
siana, all candidates run in an open primary 
this Saturday, October 23rd. If no one wins 
more than 50% of the vote, the top two meet 
in a run-off. Most people think there will be 
no run-off, or that Mr Foster will win big if 
there is one. At times, his rivals seem to be go- 
ing through the motions of insisting that 
they're not just going through the motions. 

Mr Foster has some solid achievements. 
He has pushed for a huge infusion of state 
money to raise teachers’ pay in Louisiana’s 
strapped and under-performing state 
schools. He has also introduced a package of 
“accountability” measures to improve aca- 
demic standards (no news, as yet, as to how 
well these have worked). But even his educa- 
tion policies have offended some purists. He 
has, for instance, proposed legislation re- 
quiring schoolchildren to address their 
teachers as “sir” and “ma'am”. 

His most vulnerable point, though, is the 
deal he struck with Mr Duke before the 1995 
election, which became public knowledge 
only this year. Then an obscure state senator, 
Mr Foster paid Mr Duke the remarkable sum 
of $150,000 for a list of voters worth contact- 


A2 


ing. Mr Duke stayed out of that race, en- 
dorsed Mr Foster and got money to help him 
carry on his own work. Although Mr Foster 
says he abhors racism and anti-Semitism 
and does not share Mr Duke’s views, he has 
steadfastly refused tocondemn him. 

This irritates many blacks and white lib- 
erals. But, if the opinion polls are right, the 
former have never been especially keen on 
Mr Foster and the latter are such a small sliv- 
er of Louisiana’s electorate that the governor 
can do without them. Even if some of his 
supporters feel a little uncomfortable, they 
probably do not consider the matter serious 
enough to vote for somebody else. Susan 
Howell, a pollster at the University of New 
Orleans, asked whether anything can stop 
Mr Foster winning a second term, muses and 
answers: “A bolt of lightning, maybe.” 
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Southern governors (2) 


When your tax 
is illegal 


MONTGOMERY, ALABAMA 


HEN Don Siegelman, a Democrat, 

beat Fob James, a Republican, in the 
Alabama governor’s race last year, it was 
said to be because voters did not like Mr 
James’s Bible-thumping ways. The godly 
have now had their revenge. Ina referendum 
on October 12th, they defeated by 54% to 46% 
something that Mr Siegelman had badly 
wanted:a state lottery. 

The collapse of the lottery, which Mr 
Siegelman said would produce $150m a year 
for university scholarships, a pre-kindergar- 
ten programme and help for Alabama’s 
crowded and rundown schools, is a chal- 
lenge to the governor’s credibility. As Gene 
Owens, a veteran journalist, put it before the 


referendum, Mr Siegelman “has bet most of 
his political marbles on the lottery.” It has 
also added to the state’s fiscal woes. Since the 
lottery’s defeat, the governor has been grop- 
ing for an alternative money-raising idea— 
“Plan gB”, he calls it—but has come up empty- 
handed. Now Mr Siegelman (a product of 
Oxford, like another southern Democrat 
from nearby Arkansas) is tossing the mess to 
the state legislature. A special session will be 
needed to address the problem that the lot- 
tery was supposed to solve: an illegal tax. 

Last year, the Supreme Court in Wash- 
ington declared that Alabama’s franchise 
tax on business was unconstitutional. The 
state had charged out-of-state corporations 
more than it charged local firms. That having 
been ruled discriminatory, and therefore il- 
legal, Alabama faced a budget shortfall of 
$i20m. If nothing is done, the state will in 
January have to cut spending by 10%. That 
will hit the prison and child-protection pro- 
grammes, already begging for money. And 
the blow to education could be devastating. 
School spending per head in Alabama is al- 
ready the lowest in the nation. 

A popular solution is not easy to find. In 
a state with the country’s smallest state and 
local tax burden per person, there is wide- 
spread suspicion that any change to the tax 
laws will mean, despite the governor’s pro- 
testations, that some people will have to 
cough up more. One state legislator is push- 
ing for a new tax disguised as a raffle, in 
which every Alabamian would put upa dol- 
lar a week in the hope of winning a $ım 
prize, with the rest of the money going to 
support college scholarships. Unless Mr 
Siegelman is right in thinking that the busi- 
ness taxcan be repaired by Christmas, some- 
thing ingenious will be needed. 

The voting in the referendum shows 
why the lottery idea was doomed. Most of 
the support for a state-run lottery came from 
poor, largely black counties in lower Ala- 
bama. The opposition was strongest in sub- 
urban and rural areas. But doubts about the 
propriety of a lottery bridged the racial gap. 
Black leaders, most of them Democrats, wor- 
ried that a lottery would take too much out 
of poor blacks’ pockets. White conservatives 
lamented that a lottery is generally a rather 
immoral way of raising money. 

These proved difficult arguments for Mr 
Siegelman to overcome, even though his 
campaign was helped by some slick lottery 
marketeers from next-door Georgia and ear- 
ly opinion polls showed 61% of respondents 
in favour of the proposal. Not far from the 
state capitol in Montgomery stood a bill- 
board asking: “Lottery? W.W.J.D. What 
Would Jesus Do?” The governor, a Roman 
Catholic, ducked the question, merely ob- 
serving that lotteries are common in the Un- 
ited States—37 states have them, and only 
four have rejected them in referendums— 
and suggesting that Alabama ought to cap- 
ture some of the gambling dollars that flow 
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to other states, notably Georgia, where the 
lottery is a huge success 

It was almost certainly not just moral 
doubts that defeated the lottery, though. 
After all, Alabama allows dog racing and 
bingo. Two weeks before the referendum it 
was learned that some of Mr Siegelman’s 
aides had been lucky enough to have their 
traffic-offence tickets torn up. The disclosure 
was followed by the dismissal of four senior 
staff members. Now the rat is looking into al- 
legations that pro-lottery forces may have 
wrongly influenced the award of a $500,000 
grant for a small-town water system. Ala- 
bamians have long mistrusted state govern- 
ment. No wonder they sniffed at the lottery 
this one was offering to them. 





Murder inquiries 
Beauty and the 
blank 


BOULDER, COLORADO 


pAs after JonBenet Ramsey was found 
dead in the basement of her home, 
Boulder’s chief of police boldly told the 
press: “It’s not oj and it’s not La here in Boul- 
der. Our guy won't walk.” Nearly three years 
and millions of dollars later, the killer is still 
at large. On October 13th a grand jury inves- 
tigating the death of the six-year-old beauty 
queen ended its work without handing 
down any indictments. That decision means 





bo 3 
Smoke and mirrors 


NEW YORK 


| 
| 
l OLITICIANS were delighted by last 
| I November's settlement with tobacco 
| manufacturers. There was only one draw- 
| back; the $206 billion deal to compensate 
| 46 States for past smoking-related health- 
| care costs would be spread over the next 
| 25 years. Now even that problem has been 
solved. This week's decision by Standard 
| &Poor’stogivea rating to bonds tied tothe 
| future tobacco-settlement payments 
| should send the financial markets to the 
| rescue. Local governments will now be 
| able to get a good deal of their money up- 
| front by selling “securitised” tobacco 
| bonds to investors. 
The first two—issued by New York city 
| and Nassau County (New York)—are ex- 
| pected to raise nearly $1 billion between 
| them in the next couple of weeks. This 
| dwarfs sums raised by the handful of se- 
| curitisations carried out before, which in- 
| volved the sale of bonds backed by the ex- 
| pected future revenues from taxes and 
| parking fines as yet unpaid. 
| The tobacco money will be especially 
| welcome because it does not have to be 
spent on health care. Politicians will be 
| able to finance new spending initiatives, 
cut taxes or, in the case of governments 
with budget difficulties (such as Nassau 
County’s), minimise unpopular spending 
cuts, or increases in taxes or borrowing. 
This may not be all it is puffed up to 
be, however. There is a risk that not all the 
settlement cash will come in—for in- 
stance, if the tobacco firms’ legal difficul- 
ties get dire enough to bankrupt them. 
Even if the cash is delivered, using one-off 
revenues of this sort can give a falsely rosy 
idea of alocal government's finances if the 
money is used to meet ongoing financial 
liabilities. And although Standard & 
Poor's says it will rate tobacco bonds as 





JHE ECONOMIST OCTORER 24RD 1000 


— 
| 


high as single-a (compared with the best 
possible rating of triple-a), the ordinary 
general bonds issued by most local gov- 
ernments typically get a higher rating. In | 
other words, general bonds willoftenbea | 
cheaper way of raising money. | 

However, these general bonds often | 
require the explicit approval of voters. By | 
selling tobacco bonds, politicians may be | 
paying extra to borrow in a way that does 
not look particularly like borrowing and 
may escape political oversight. Now, why 
would they want todo that? 
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the end (at least for now) of any investiga- 


tion, including investigation of her parents, 
John and Patsy Ramsey, who according to` 
the Boulder district attorney, Alex Hunter, 


had been “under an umbrella of suspicion” = 


for the murder. Now suspicions are all that 
prosecutors are left with. 

It is still unclear why the grand jury de- 
cided as it did. Colorado’s laws are especially 
strict regarding the secrecy of grand-jury de- 
liberations. There is speculation, however, 
that Mr Hunter may have led it towards its 
decision because he believed he would not 
be successful if the trial went before a regular 
jury. Specifically, the grand jury may have 
found “probable cause” (the legal standard ~ 
of proof for a grand-jury indictment) to = 
charge one or both of the parents, yet Mr 
Hunter may have known that he would not 
have met the standard of “proof beyond a - 
reasonable doubt” in a standard jury trial. 

The inability of prosecutors to secure an 
indictment brought rage in some quarters. 
On October 2oth, JonBenet’s grave in Geor- 
gia was found to have been daubed with the 
words: “No Justice in usa.” Colorado’s gov- 
emor, Bill Owens, has announced that he is 
considering appointing a special prosecutor 
to the case. With no new leads or suspects, 
this seems both pointless and expensive. 
Seen in context, the JonBenet case is notun- 
usual: according to the rat, roughly 30% of all 
murders each year go unsolved. 

From the beginning, though, this case 
had all the makings of tabloid sensation. - 
Videotapes of JonBenet singing and dancing 
at child beauty pageants were beamed 
around the world, lending glamour to the 
mystery and drawing international atten- 
tion to Boulder. Dozens of websites sprang 
up offering theories about the killer’s identi- 
ty, and local radio stations cast aside their 
regular programming to go “All JonBenet, all. 
the time”. Because the murder came only 
months after the end of the OJ. Simpson 
trial, it filled the enormous media void left 
when Mr Simpson was acquitted, and re- 
employed the legal-industrial complex 
which had developed a life of its own 
around his trial. 

John and Patsy Ramsey raised suspicion 
by refusing to co-operate with the police and 
hiding behind a screen of lawyers. Yet in the 
end it may have been the central issues of the 
Simpson case—pna evidence and a contam- 
inated crime scene—that cleared the Ram- 
seys of their daughter's murder. The Boulder 
police were criticised from the beginning for 
mishandling forensic evidence taken from 
the scene, and the grand jury obviously 
found that that scientific evidence did not 
support the case against the parents. 

Mr Hunter will continue to investigate 
the case, and another grand jury may still be 
convened. But for the moment the death of 
JonBenet Ramsey looks remarkably like the 
Simpson case: it may never be solved. 
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Soft money wins again 


ORD PALMERSTON once dismissed the horribly complicated 
Schleswig-Holstein question with a growl. Only three people 
have ever known the answer to the question, he said. One had 
died, one had gone mad and the other was Palmerston himself— 
and he had forgotten it. For years the average American has been 
equally dismissive of campaign-finance reform. The reformers 
have usually been either cranks or bores. And the politicians have 
been far too clever to let little things like rules come between them 
and the stuff of political life. “There are two things that are impor- 
tant in politics,” said Mark Hanna, the political boss who master- 
minded William McKinley’s 1896 presidential bid. “The first is 
money—-and I can’t remember what the second one is.” 

Yet the corruption of American 
politics has become so serious that 
both the Republicans and the 
Democrats have presidential con- 
tenders who are making it their 
theme: John McCain and Bill Brad- 
ley. Mr McCain’s campaign-fi- 
nance reform bill—co-sponsored 
by a Democrat, Russell Feingold— 
collapsed in the Senate on October 
19th, thanks to a Republican-led 
filibuster. But more senators voted 
for than against, 52 to 48, only eight 
shy of the 60 votes needed. Eliza- 
beth Dole’s decision to withdraw 
from the race the next day because 
of lack of money reinforced the 
fear that the current system is not 
only corrupting the political pro- 
cess, but also forcing respectable 
candidates out of politics. 

Campaign-finance __reform’s 
metamorphosis from a crank’s 
hobby-horse to a mainstream is- 
sue can be dated precisely—to the 1996 presidential campaign, 
when the Clintons were busy renting out the Lincoln bedroom to 
Tinseltown trash, Al Gore was caught shaking down Buddhist 
monks and Johnny Chung announced that “the White House is 
like a subway—you have to put in coins to open the gates.” All this 
sleaze not only raised questions about whether the Clintons and 
Mr Gore were abusing public property and selling access to for- 
eigners. It also announced the explosion of a powerful force on the 
political scene: “soft money”. 

Soft money is the term describing the unlimited contributions 
that companies, trade unions and fat cats are allowed to make to 
help with “party building”. Companies and trade unions were 
banned from spending money on federal elections in 1907 and 
1947 respectively. Strict limits were imposed in 1974 on the amount 
of money that individuals could spend. But the “party building” 
fiction removes all these restrictions and opens the door to a fren- 
zy of money-grubbing and influence-peddling. 

The amount of soft money in circulation crept up in the de- 
cade of greed, from $19m in 1980 to $86m in 1992. It exploded in 
1996, to $263m, and is likely to explode again in 2000. The 1996 fren- 
zy was created by the stand-off between the Republican Congress, 
determined to preserve its majority, and a Bill Clinton equally de- 
termined to be the first Democratic president to win re-election 
since Franklin Roosevelt. Even more is at stake in 2000, with con- 
trol of the presidency, the Senate and the House all up for grabs. 
Tom Mann, of the Brookings Institution, estimates that the two 





main parties may spend $467m in soft money. Common Cause, a 
campaign-finance reform group, puts the figure at $750m. 

George W. Bush’s breathtaking success in raising funds ($37m 
in the first half of 1999 alone), combined with his decision to forgo 
public matching funds, has driven the Democrats into a frenzy of 
fund-raising. Both major parties have announced that they want 
to raise more than $200m for their soft-money accounts. 

The explosion in soft money has gone hand in hand with the 
invention of clever ways of spending it. About $135m-150m of the 
soft money raised by the national committees in 1996 went on “is- 
sue ads”: advertisements which supposedly supported broad 
party positions but in reality endorsed particular candidates. One 
Republican television ad devoted 
56 seconds to Bob Dole’s biogra- 
phy and four to “the issues”. 

All Congress’s campaign com- 
mittees have created special soft- 
money programmes, despite the 
fact that the law expressly bars 
them from using the money to in- 
fluence the outcome of federal 
elections. The committees offer an 
array of incentives to generous 
contributors, from access to party 
leaders to meetings in desirable 
places. Patrick Kennedy, the Dem- 
ocrats’ leading soft-money man, 
invites fat cats for weekends of 
clam-baking at the Kennedy fam- 
ily compound in Hyannisport. 

Is the fact that 52 senators vot- 
ed for Mr McCain’s bill on Tues- 
day a sign that the days of soft 
money are numbered? Veteran re- 
formers are more optimistic than 
they have been for years. But the 
party machines remain addicted to the stuff. | 

The Democrats like to take the moral high ground on cam- 
paign finance. But it was a Democratic presidential candidate, Mi- 
chael Dukakis, who first went after soft money in a big way, and a 
Democratic president who first used soft money to finance “issue 
ads”. Ed Rendell, the chairman of the Democratic National Com- | 
mittee, says that soft money is the best way to counter the Republi- 
cans’ hard-money advantage. Mr McCain rightly points out that 
the soft-money race is hardly compatible with Republican ideasof 
limited government. But apparatchiks like Tom DeLay, the Repub- 
lican majority whip who has filled the vacuum left by Newt Ging- 
rich because of his skill in raising soft money, are convinced that 
Republicans will have a lasting advantage with the money men— 
particularly if the Republicans retake the White House next year. 

There is no perfect system of paying for elections. Getting no- 
ticed ina sprawling country, where so many people are competing 
for the voters’ attention, costs money. And regulating—or not regu- 
lating—that money involves balancing competing but legitimate 
goals. Regulate it too much and you risk restricting the right to po- 
litical expression; deregulate it entirely and you risk creating a plu- 
tocracy. But, however much room there is for debate about these 
trade-offs, one thing is clear. The distinction between “hard” and 
“soft” money starts with casuistry and ends with corruption. Peo- 
ple do not give tens of thousands of dollars to politicians without 
expecting favours in return. And politicians cannot accept those 
donations without either stiffing the donors or being corrupted. 
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he would not have known anything beyond her native village, 


if not for a developing economy. 


There'd be no developing economy, 
if not for new, more reliable sources of electrical power. 


There might not be new, more reliable sources of electric power 
if not for the ingenuity of ABB. 





f China all her life. So the chance of het 


Sas Qin has lived in a small village near Guilin in the south 
ever experiencing lite in the big city of Beijing had always seemed remot 
onomically burgeoning area 


Soon however, she'll move here to begin 


a new job with one of the companies moving into this e 
It's an opportunity Shen Qin would not have had as recently as a few years ago. There wasn't enough 


electricity available in the region to support that kind of extraordinary growth. Ageing power plants are increasingly 


unable to meet the demand for clean, cost efficient power 
But last year, the North China Power Group decided to modernise 49-year-old coal-fired combined heat and 


‘Ower Plant in Beijing. It was an ambitious renovation that would enable the plant to improve its efficiency by 
I | 
of coal. And it was made possible by the resourcefulness of ABB 


producing more electricity from the same amount 
You see, no other c ind develops local management like ABB. It's at operating 


heaper costs from local supplie 


mipany utilises local resource 
Sand a project team with the knowledge and experience to 


Strategy that results in « 


reach a cost-effective solution 
in the world with the capability to perform every single 


What's more, ABB is the only full-service company 
tusk in the process of producing energy. Which means we have resources no other company can match 
It's this unique approach that has enabled ABB to devise the kind of energy solutions that have helped 
clients like the North China Power Group all over the world achieve their goals on time and within budget 
my to start flowing into the region around Beijing. Because for 


At ABB, we're proud to help new energy 
new standard of living and ultimately a new life 


many of China's young people like Shen Qin it will mean a 


More power to them 
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Composing innovative solutions for insurance, financial protection and asset management. Glo 
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Mexico's trade unions 
stick to the same old tune 


MEXICO CITY 


Sept 1994=100 


ox. 
1994 95 96 


| Source: GEA 


Downbeat 


Mexican average real wages 





state enterprises. But most union leaders “re- 
mained practically immobile,” according to 
Claudio Jones of cipac,a Mexico city think- 
tank. 

A few reacted. The telephone workers’ 
union accepted the privatisation of Telmex, 
the state telecoms firm, in return for a lucra- 
tive share deal for its members and, say 
some, a political alliance with Mr Salinas. 
And some foreign firms won concessions. 
For example, when Ford built a new factory 
in the state of Sonora, its union, despite its 
cTM affiliation, negotiat- 
ed an unusually flexible 
collective contract. Some 
unions, including the Tel- 
mex workers, set up a new 
umbrella body, called the 
National Workers Union 
(unt), which purports not 
to support any party. But 
the unt, which claims 
15m members, remains 
small; the crm claims 6m 
and thecroc 4.6m. (These 
figures are almost certain- 
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The PRI’s grip on Mexico’s union movement remains anachronistically strong 


gi apap is a myth,” maintains 
Javier Freyre, a senior official of the 
Revolutionary Confederation of Workers 
and Peasants (croc). “I don't believe corpo- 
ratism ever existed in Mexico,” agrees Neza- 
hualcoyotl de la Vega, spokesman for the 
Mexican Workers’ Confederation (crm), the 
country’s largest umbrella union. They dis- 
semble. In many ways, Mexico has changed 
radically in recent years: the economy has 
opened up, democracy has spread and next 
month one of the most secret rituals of the 
long-ruling Institutional Revolutionary 
Party (pri), the choice of a presidential candi- 
date, will for the first time be made by voters 
in a primary instead of by 


at least the hope of them, have filtered down. 

This arrangement rested largely—or so it 
seemed—on one man: Fidel Velazquez, 
“Don Fidel”, who was head of the crm and 
de facto chief of Mexican labour for an as- 
tonishing 53 years until his death, aged 97, in 
1997. In a country where the president be- 
comes an official nobody at the end of his 
six-year term, Don Fidel provided the pri’s 
system with a vital element of continuity. 
His value to successive presidents was incal- 
culable: when Mexico faced economic crises, 
he prevented labour unrest practically sin- 
gle-handedly. Even in the early 1990s, Mexi- 
co's television journalists would hang rever- 
entially on his almost 





the sitting president. Yet 
Mexico's trade unions seem 
surprisingly little altered. 
For most of the seven 
decades of the pri’s rule, the 
unions have had cosy rela- 
tions with government. 
They have assured labour 
peace in difficult times, and 


Docile 
Total number of strikes 
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inaudible words at weekly 


briefings. 

This helped ensure sta- 
bility during Mexico’s stat- 
ist era. But as the economy 
opened up, Mexican firms 
faced more foreign compe- 
tition, and sought more la- 
bour flexiblity to meet it. 
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votes at elections. In return, The pressure increased 

their leaders have gained WT Se when the government of 

high political office, and *To end September Carlos Salinas (1988-94) 
Source: Mexican Ministry of Labour 


wealth. And some perks, or 


started selling off many 
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ly puffed up. Mr Jones 
doubts that there are more than 5m union- 
ised workers in the whole country.) 

What explains the traditional unions’ 
durability and strength? One reason is Mex- 
ico’s labour laws, and in particular the closed 
shop, whereby only one union is recognised 
in each company. Like Mr Salinas, President 
Ernesto Zedillo has shied away from chang- 
ing this; like his predecessor, he was indebt- 
ed to Don Fidel for acquiescing in a steep fall 
in real wages (see chart). Earlier this year, the 
Supreme Court ruled that closed shops were 
unconstitutional, but in practice an end to 
them will depend on union consent. In addi- 
tion, like the pri, the traditional unions can 
be flexible enough when it suits them. They 
have allowed some of the country’s biggest 
industrial firms to foster more pliant compa- 
ny unions, such as Ford’s, and many maqui- 
ladora (free zone) factories along Mexico's 
northern border get away with unions that 
are registered (thus excluding any others) but 
otherwise non-existent. Such arrangements 
thwart the emergence of genuinely indepen- 
dent unions. 

On the whole, the existing system has 
suited Mexican business. In 1995, the cTM sat 
down with Coparmex, an employers’ lobby, 
to start talks about a “new labour culture”, 
including a new labour law. Other labour 
and business groups joined them. They have 
been talking twice a week ever since. No la- 
bour bill has emerged, but both sides point 
to fewer strikes as evidence of change. 

Nor is the unt pushing for an end to the 
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closed shop, even though that makes it hard- 
er for it to break into its rivals’ territory. In- 
stead, it has looked for other ways to mark its 
distance—sometimes paradoxically. For in- 
stance, it is backing the Mexico city electri- 
cians’ union in its campaign against Mr Ze- 
dillo’s plan for electricity privatisation. The 
uUNT’s Francisco Hernandez Juarez, who as 
Telmex union boss supported its privatisa- 
tion, says this is because too many of Mexi- 
co’s other sell-offs have had “disastrous” re- 
sults. Meanwhile, the crm is supporting 
electricity privatisation. That is surprising, 
since Leonardo Rodriguez Alcaine, who re- 
placed Don Fidel as its leader, heads the elec- 
tricians’ union for the rest of the country. But 
his loyalty to the pri overrides everything. 

So, in post-NAFTA Mexico, corporatism 
lives on—and so does the spirit of Don Fidel, 
re-embodied in Mr Rodriguez, a mere stri- 
pling at the age of 80. Next year, the pri faces 
its biggest challenge for the presidency, but 
LaGuera, “the white girl”, as Mr Rodriguez is 
nicknamed (to his huge irritation: “I am very 
macho”, he told a newspaper not long ago), 
has promised as much of the ctm’s support 
as he can muster. 

As a member of the committee running 
the pri primary, he is not supposed to favour 
any particular candidate. But last month he 
presided over a meeting at which the crm 
dutifully pledged support for Francisco La- 
bastida, a former interior minister—a clear 
sign that Mr Labastida is, despite official de- 
nials, Mr Zedillo’s preferred man. He also 
looks like winning both the primary and 
next year’s presidential election. Maybe 
some things in Mexico change so that other 
things stay the same. 

—_s 





Brazil 


Comic turns 


SAO PAULO 


T BEGAN with a bang, but may yet whim- 

per to an end. When in January Itamar 
Franco, the maverick governor of Minas Ge- 
rais, declared a moratorium on his state’s 
debts, he helped to trigger the forced deval- 
uation, days later, of Brazil’s currency. Now 
his officials appear to be trying to find means 
to end the debt default. But the restless Mr 
Franco is finding other ways to live up to his 
reputation as “Captain Confusion”, as one 
Brazilian newspaper has called him. 

Minas Gerais has already resumed loan 
payments to the World Bank and other inter- 
national bodies, but not those to foreign 
bond-holders (which are being paid by the 
federal government) nor to the federal gov- 
ernment itself. The federal treasury, in turn, 
is deducting equivalent amounts from trans- 
fers to the state. But this week state officials 
sat down for the third time with their federal 
counterparts to try and settle the dispute, 


§2 





CARACAS 


F SIZE were everything in constitutional 

matters, Venezuela might be about to 
become a world-beater. Since August, an 
elected constituent assembly has been 
working on a new political charter that is 
the centrepiece of President Hugo Cha- 
vez’s “peaceful revolution”. But this week, 
as the assembly began its final plenary de- 
bates, it appeared that the new constitu- 
tion would be not only anachronistic, but 
impractically enormous. 

The basic draft that 
has emerged from the as- 
sembly’s 20 committees 
contains a hefty 395 arti- 
cles. But individual mem- 
bers, in a bid for local 
fame before the fresh elec- 
tions that the constitution 
will probably mandate, 
have tabled hundreds of 
extra clauses. Whittling 
them down will take 
weeks—and risks frustrat- 
ing Mr Chavez’s desire for 
the assembly to complete 
its work in time for a refer- 
endum on the finished 
document in December. 

Mr Chavez’s Patriotic 
Pole coalition dominates 
the assembly (with 121 out 
of 131 seats). But tensions 
are emerging among its 
three main parties—the Fifth Republic 
Movement, the Movement to Socialism 
and the leftist Motherland for All. The Pa- 
triotic Pole relies on the strong hand of Mr 
Chavez, a former paratroop commander, 
to keep its differences in check. But the 
president is away on a 19-day tour of Asia 
and Europe. 

To make matters worse, not only are 
few of the assembly’s members constitu- 
tional experts, but most are political neo- 
phytes who owe their election to Mr Cha- 
vez’s popularity and the Patriotic Pole’s 
organisational prowess. Some of their 








A wordy whoppa for Venezuela 





Sub-clauses for all 


constitutional proposals involve the fine 
print of regulating street vendors and 
swimming pools. They risk making Vene- 
zuela “an international laughing-stock”, 
complains Hermann Escarra, who heads 
the committee charged with putting to- 
gether the final draft. Mr Escarra briefly re- 
signed last week in frustration, but later 
resumed his task. Another assemblyman, 
this one from the opposition, was sus- 
pended after slipping a few extra articles 
into the draft. 

Venezuela risks re- 
peating the mistake of 
other Latin American 
countries, such as Brazil, 
by lumbering itself with a 
hugely detailed constitu- 
tion that entrenches ex- 
pensive entitlements and 
will tie down future gov- 
ernments. The prelimi- 
nary draft forbids privati- 
sation of ppvsA, the state 
oil company, and seeks to 
place restrictions on for- 
eign investment in the oil 
industry, for example. 

So far, the assembly 
has approved only nine 
articles (and rejected a 
suggestion by Mr Chavez 
to rename the country 
“the Bolivarian Republic” 
after Venezuela’s independence hero). 
Discussion of the remainder may extend 
the assembly's deliberations by a fort- 
night, according to Mr Escarra. Even that 
timetable may be optimistic. Jose Vicente 
Rangel, the foreign minister, has said that 
the referendum to approve the constitu- 
tion may be delayed until January. This 
might try the patience of Venezuelans. Po- 
litical uncertainty is delaying economic 
recovery and, with it, the prospects of cut- 
ting an unemployment rate of 20%. Better- 
regulated swimming pools may seem 
small compensation. 











though the talks were inconclusive. 

Even so, Mr Franco has not tired of mis- 
chief-making. On October 19th, he persuad- 
ed a local court to delay a case brought by 
two American energy firms with minority 
stakes in Cemig, his state’s electricity compa- 
ny. Last month, he had arranged for them to 
be be kicked off the board. He has called a 
special shareholders’ meeting next week to 
change Cemig’s rules to hamper the Ameri- 
cans’ effort to reclaim their seats. 

This week, too, Mr Franco issued a 700m 
reais ($352m) writ for slander against Armi- 


nio Fraga, the head of Brazil's central bank, 
for suggesting that foreign investors should 
choose another Brazilian state rather than 
Minas Gerais. Mr Fraga’s comments were 
prompted both by the Cemig affair and by 
an order from Mr Franco to his state police to 
detonate explosions near a big hydro-electric 
dam toscare investors from the privatisation 
of Furnas, a generating company owned by 
the federal government. (The explosions 
were cancelled because Mr Franco did not 
bother to tum up to watch.) 

Mr Franco has never forgiven President 
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Fernando Henrique Cardoso, his successor, 
for getting mostof the credit for the inflation- 
busting real plan. This was launched in 1994 
while Mr Cardoso was finance minister dur- 
ing Mr Franco’s lacklustre stint as Brazil’s 
caretaker president. To add to Mr Franco’s 
smouldering resentment, his quixotic effort 
torun for the presidency against Mr Cardoso 
last year was squashed by government sup- 


Cuba's economy 


porters in his catch-all Party of the 
Brazilian Democratic Movement. 
That prompted Mr Franco to seek 
the governorship of Minas Gerais, 
the country’s second-most-popu- 
lous state, perhaps with a view to 
trying again for the presidency at 
the next election, in 2002. 

His critics grumble that, al- 
though Brazilians know better 
than to take Mr Franco too ser- 
iously, he succeeds in scaring away 
foreign investors. And yet they too, 
are starting to get accustomed to 
him: several investment banks 
have told clients not to sell shares 
in Cemig, since they reckon the 
governor will lose his battle against 
the American companies. 

Mr Franco appeals to the 
wounded pride of mineiros, who 
reckon that their state no longer 
carries the political clout it once en- 
joyed. But his stunts may be wearing thin. 
Though Mr Cardoso has become deeply un- 
popular since the devaluation, it is not Mr 
Franco who has benefited. One recent poll 
gave him only 9% nationwide for the presi- 
dency; another showed that less than half of 
mineiros believe he is doing a good job as 
governor. It is time, perhaps for Mr Franco to 
adopt a less explosive approach. 


Mala vista social club 


HAVANA 


E Cuban economy has pulled out of 
the slump into which it plunged in the 
early 1990s, after the collapse of the Soviet 
Union, its main trading partner and benefac- 
tor. It grew at an annual rate of 6% in the first 
half of this year, helped by a bigger sugar 
crop and more tourists. In all, output is some 
15% higher now than it was at its 1994 nadir. 
Officials from Fidel Castro's communist gov- 
ernment insist that living standards are at 
last improving again. 

But many ordinary Cubans disagree. 
One such is Lazaro, a librarian, whose 
monthly salary is 300 pesos—-$300 at the offi- 
cial exchange rate, but only $15 at the real, 
market rate. Thanks to Cuba’s peculiar price 
structure, even this pittance is almost 
enough to live on. Official food rations, rent 
and utility bills are all tiny; together, they ab- 
sorb less than a third of Lazaro’s income. But 
supplies of rationed food remain short. 
Nowadays, he says, they feed him for only 
ten days of each month. For the rest, he must 
turn to the black market, or officially organ- 
ised but expensive state and farmers’ mar- 
kets and dollar shops. With a bitof help from 
family and friends, he survives, but only just. 

Ana Maria, a pensioner, is even worse 
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off. Her income of 120 pesos a month is well 
below subsistence level. To keep malnutri- 
tion at bay, people like her depend on the 
“special support” offered under Cuba’s so- 
cial-safety net, which includes eating in a 
“family restaurant”, a kind of soup kitchen. 

Carlos Lage, Cuba’s vice-president and 
economic supremo, has recently argued that 
fewer power cuts and better public transport 
have improved daily life. But the regime is 
less proud of the most obvious sign of rising 
living standards: total sales in the dollar 
shops increased from under $50m in 1992 to 
over $1 billion last year. Officials estimate 
that around 55% of all Cuban households 
now have access to dollars, either from legal 
work, such as self-employment or bonuses, 
from remittances from relations in the Unit- 
ed States, or from a host of illegal or unregis- 
tered jobs, ranging from prostitution to driv- 
ing taxis and guiding tourists. 

The social divide in Cuba between those 
with dollars and those without has softened 
somewhat since 1994, when the peso 
plunged toa low of 120 to the dollar (it is now 
around 20). But in the early 1990s hardship 
was, ifnot accepted, at least viewed by many 
as a temporary result of external blows. Al- 





THE AMERICAS. 


though the crisis atmosphere has eased, | 
there is now a permanent rift in incomes, on: 
ascale unknown since Mr Castro's 1959 revo- 
lution. Before the use of dollars was made le- 
gal in 1993, the ratio between the highest and 
lowest salary was just five to one. By 1995, ` 
some Cubans were quite legally earning in- .. 
comes that, at least in nominal terms, were ` 
several hundred times higher than those of 
many others. 

Cubans wholly dependent on peso in- 
comes feel not just poor, but excluded. As the ` 
economy recovers, resentment increases, 
The regime is clearly uncomfortable about 
this. Earlier this year, itannounced salary in- ° 
creases of 30% for some state workers, suchas ` 
teachers, doctors and police. 

But for most Cubans, the only route out 
of poverty is to find ways to earn dollars... 
That favours residents of Havana, where dol- 
lars are most easy to earn. In the capital, the: 
new rich are employing gardeners, houses. 
keepers and babysitters, paying others to 
shop for them and even hiring drivers. The 
number of people officially classed as “at 
risk”, and therefore entitled to special sup- 
port, quintupled in Havana between 1989 
and 1995. But since 1996 their numbers have 
fallen by half—and many of those do not 
bother to collect their benefits, having found 
unofficial income. 

In the interior, poverty is more wide- 
spread. In 1998, the government passed a law 
to give officials in Havana the power forcibly 
toretum migrants to their homes in the prov- 
inces. But still the migrants keep coming, 

Cuba’s social division will ease only if- 
goods sold in the markets become cheaper, 
or if the peso appreciates further in value. A 
lifting of America’s ban on exports of food to 
Cuba would help (but a proposal to do that 
was dropped in Congress last month). So, 
too, would a cut in the retail mark-up 
charged by the state-owned dollar stores. 
But the government lacks alternative sources 
of revenue to pay for its welfare programmes 
and expensive subsidy system. And the ex- 
change rate is kept low because price subsi- 
dies inflate peso incomes, increasing the de- 
mand for dollars. That will only change if 
officials let prices rise to market levels, and 
allow state enterprises to respond freely to 
market demand, rather than being ruled by 
production quotas fixed by economic plans. 

They have started to do so, but it is a tor- 
tuous process. Economic reformers must 
wring each concession out of Mr Castro, and 
must try to reconcile each step with commu- 
nist ideology. Apart from keeping Cubans 
fed, the government's trickiest task is to 
avoid disillusionment even among the revo- 
lution’s supporters, as the promise of a hero- 
ic socialist future crumbles. And meanwhile, 
Cuba’s semi-market system faces a problem 
all too familiar to the “neo-liberals” excoriat- 
ed by Mr Castro: how to ensure that the 
benefits of growth trickle down to the poor. 
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Split Congo, with peace 
treaties but no peace 


KINSHASA 


The United Nations is supposed to monitor Congo’s ceasefire but, so far, the 


firing has not quite ceased 


We petrol tanker arrived at the port 
of Mbandaka on the Congo river the 


other day, the provincial governor was dis- 
appointed to find that the fuel was destined 
for the army, not for the electricity company 
or the town. The demands of war have 
meant that Mbandaka, a city of several hun- 
dred thousand people, has had no electricity 
for over a year. The vice-governor shrugs 
and says that the people do not mind be- 
cause these are times of sacrifice. 

That is what President Laurent Kabila’s 
government would like to think. But war has 
drained the country’s meagre resources, 
leaving little room for voluntary sacrifice. In- 
creasing numbers of people edge closer to 
absolute poverty. In certain districts of the 
capital, Kinshasa, many are finding that they 
cannot even eat every day. The un says that 
over 1m people have been displaced. 

Government revenue is trickling away, 
largely because vast tracts of the country are 
under rebel control. Making matters worse, 
the government has banned the use of dol- 
lars, which used tocirculate freely. In normal 
times it would make sense to try to stabilise 
the exchange rate, clean up the banking sys- 
tem and regulate the sprawling informal 
economy. But, with the war still simmering 
despite the peace treaty that was signed this 
summer, the times are far from normal. 

The government has decided that the 
country’s private sector is to blame for the 
collapse of the new currency it launched in 
July last year. In January, with only a week’s 
warning, it banned all informal exchange 
dealing, closing down Kinshasa’s famous 
“Wall Street”, where local currency dealers 
sat on the pavement dealing in anything 
from dollars to drachmas. Now, all foreign 
currencies must be changed at commercial 
banks at the official rate, barely a third of the 
black-market rate. But the black-market rate 
determines the prices of everything from 
beer to school fees. The result is a shortage of 
foreign exchange—and the driving under- 
ground of Congo’s lucrative diamond trade. 

Everyone, from vegetable sellers to large 
importers, agrees that the foreign-exchange 
shortage will worsen and the economy, al- 
ready gasping, could soon suffocate. Congo- 
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Kabila’s half-kingdom 


lese businessmen, big and small, 
have weathered nationalisation, 
civil war and bouts of looting. But 
now many are in the mood to shut 
up shop. They question whether Mr 
Kabila imposed the currency mea- 
sures for sound economic reasons or 
to allow members of his govern- 
ment to stuff dollars into their own 
pockets. Reports that the army has 
set up joint-ventures with its mili- 
tary ally, Zimbabwe, to sell gold and 
diamonds, have exacerbated a growing 
sense of frustration and betrayal. 

Neither the government nor the rebels 
have a coherent plan for Congo’s future and 
both are deeply unpopular. The outsiders 
are all still there, at least to some extent. Zim- 
babwe, Angola and Namibia prop up the 
government; Uganda and Rwanda run the 
rebel movements. Burundi also has troops in 
Congo. Although all involved in the Congo 
war signed the peace treaty (negotiated in 
Lusaka) in July or August, there is no sign of 
forces being withdrawn. Many suspect that 
the Lusaka deal was designed to freeze the in- 


terveners’ positions on the ground. 

Outsiders have economic as well as po- 
litical reasons for staying. Heavy fighting has 
stopped, but skirmishes continue between 
armies dug in round honeypot centres, such 
as the diamond mines. Uganda and Rwanda, 
supposedly allies, but in fact backing differ- 
ent rebel factions, compete for control of Ki- 
sangani . In August, the two fought a pitched 
battle for this port on the Congo river. 

What, meanwhile, has happened to the 
Hutu militiamen whose presence in 
eastern Congo was the reason Rwanda 
and Uganda gave for intervening in the 
first place? According to the terms of 
the ceasefire, they are supposed to be 
disarmed. Are they hiding in the bush, 
absorbed into President Kabila’s army 
or attached to Zimbabwean forces in 
Congo, as the Rwandans claim? 

It is unlikely that the militiamen 
still exist as a coherent fighting unit, but 
also unlikely that they can be peaceful- 
ly neutralised. The official Rwandan 
news agency proudly announced this 
month that Rwandan troops and Con- 
golese rebels had killed about 200 

Rwandan Hutus, suspected of involve- 






ment in the 1994 Rwandan genocide. 

This is the ceasefire that the United Na- 
tions is supposed to be sending military ob- 
servers to monitor. So far, UN military liaison 
officers have gone to the capitals of all the 
countries involved in the war. On October 
12th, the UN received security guarantees 
from all three rebel movements, and mili- 
tary teams are exploring ten areas in eastern 
Congo to see if observers can be deployed 
there. Monitoring the status quo may be pos- 
sible but, if serious fighting restarts, peace- 
keeping will be out of the question. 
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INTERNATIONAL 
Burundi 


Murder and 
manhunts 


BUJUMBURA 


HE United Nations delegation had secu- 

rity guarantees from the government 
and a military escort for the 12km (eight- 
mile) drive from the airstrip at Rutana to Mu- 
zye camp, in a remote area of south-east Bu- 
rundi. It had gone to look into the needs of 
thousands of displaced Burundians in the 
camp. But the group was met by hostile mili- 
tiamen. The Chilean who ran Unicef in Bu- 
rundi, and a Dutch woman from the World 
Food Programme, were murdered at point- 
blank range. Seven Burundians were also 
killed. Although the uN has said it will not 
pull its aid workers out of Burundi, it has 
scaled down its operations, confining its 
staff to the capital, Bujumbura. 

The government blamed the attack on 
“genocidal terrorists”, its usual term for the 
Hutu insurgents who have kept Burundi at 
war for the past six years. The fighting nowa- 
days is low-intensity but it remains vicious, 
marked by massacres and arbitrary killings. 
A predominantly Tutsi army has held the 
line, but it too has given little thought to the 
niceties of the Geneva convention. 

President Pierre Buyoya seized power, 


for the second time, in 1996. 
Burundis neighbours im- 
posed sanctions after this 
second army coup, but Mr 
Buyoya presented himself 
as a model military refor- 
mer, committed to building 
an alliance of moderate Tut- 
sis and Hutus, isolating the 
extremists on both sides. 
Peace talks were started in 
Arusha, in Tanzania, under 
the chairmanship of Julius 
Nyerere. Sanctions were lift- 
ed in January, and hopes 
rose for a settlement by the 
end of the year, after Mr Buyoya’s promise of 
a “government of partnership” and a transi- 
tion to civilian democracy. 

But the death last week of Mr Nyerere 
casts doubt on the prospects for peace, 
which had already been badly undermined 
by violence. The government blames the two 
main rebel groups, the Forces for the Defence 
of Democracy (FDD), and the Party for the 
Liberation of the Hutu People (Palipehutu). 
Moderate wings of both movements have 
been brought into the Arusha negotiations, 
but the militants remain outside them.The 
rebels, split by internal rifts, tend to hit hard 
and then melt back into the bush or across 
Burundi’s borders. Until recently, the gov- 
ernment accused Tanzania of sheltering re- 
bels. Kigoma, on the shores of Lake Tangan- 





PARIS 


ILL Koichiro Matsuura, at present 

Japan’s ambassador to France, 
prove the man to rescue the reputation of 
the un Educational, Scientific and Cultur- 
al Organisation (Unesco)? On October 
zoth, in a third round of voting by the 
Paris-based 58-member executive board, 
Mr Matsuura gained the necessary major- 
ity to become the organisation’s next boss, 
ahead of ten rivals who included Ghazi 
Algosaibi, Saudi Arabia’s poetry-writing 
ambassador to London, and Ismail Sera- 
geldin, an Egyptian vice-president of the 
World Bank. He succeeds Spain’s Federico 
Mayor, a former biochemist who, though 
holding the post for 12 years, continued to 
have a tough job erasing the memory of 
corruption, mismanagement and waste 
left behind by his Senegalese predecessor, 
Amadou M’Bow. 

If the conduct of the election is any- 
thing to go by, the omens are uninspiring. 
Several candidates campaigned with the 
help of blatant arm-twisting and bribery 
by their governments—and several of the 

- electors were happy to bid up the value of 
their votes. Mr Matsuura, said to be keen 





The new head teacher takes over 


on tight management, may turn out to do 
the job better than most, but the cynical 
reading of his choice is that Japan, a lead- 
ing donor to the uN but with little pros- 
pect of becoming a permanent member 
of the Security Council any time soon, was 
determined to secure the unesco job. 
Thoughtful critics say that UNEsco’s 
main problem is a budget which, at under 
$300m a year, is spread too thinly over too 
many programmes, from training teach- 
ers to protecting sites of cultural impor- 
tance. It would be better, some argue, to 
concentrate on eradicating illiteracy and 
providing basic educational programmes. 
Even though unesco congratulates it- 
self that the world’s illiteracy rate has de- 
clined from 55% in 1950 to around 20% to- 
day, in the least-develped countries 
illiteracy still imprisons about half all | 
adults, the greater number of them wo- 
men. If Mr Matsuura concentrates the 
agency’s limited funds on making a dent 
on that shameful statistic, he may be able 
to confound his critics by persuading 
America, which left the organisation in 
the mid-1980s, to resume its membership. 
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yika, is: seen as a rebel 
stronghold, with the roD 
and other armed groups 
living in the vast camps, 
among Burundian refu- 
gees. But now most of the 
attacks have shifted from 
the border with Tanzania 
to the border with Congo. 
There have been regular 
ambushes and attacks 
around Bujumbura, fol- 
lowed by heavy-handed 
counter insurgency-opera- 
tions by the army. 

The Burundian gov- 
ernment blames the civil war in Congo (see 
previous article) for these new attacks. Bu- 
rundi, though it denies it, backs some of the 
Congolese rebels; in return, the Congolese 
government backs the Fpp, giving it bases in 
eastern Congo. Under the Congolese peace 
agreement, the militia groups were meant to 
be disarmed. Instead, many of them appear 
to be heading for Burundi. Burundian offi- 
cials say that Rwanda’s Hutu militiamen, the 
interahamwe, were responsible for much of 
the recent killing around Bujumbura. Earlier 
this month the Rwandan government de- 
nied sending its own troops to help track 
down these rebels, but the two governments 
admit to facing acommon enemy. 

Last year, Rwanda moved thousands of 
civilians into specially created settlements in 
order to give its troops a freer hand to clean 
out the interahamwe. Burundi has used sim- 
ilar tactics, moving 250,000 people into over- 
crowded “protection sites” near Bujumbura. 
The un and other aid agencies, forced to help 
people whose distress has been caused by 
government policy, are strongly critical. But 
the government, insisting that itcan fight the 
war as it sees fit, tells the agencies to shut up 
and send more aid convoys. 
ramet E 








Tunisia 
Bad movie 


TUNIS 


BDURRAHMAN TLILI, who is one of the 
two challengers to the incumbent, Zine 
el-Abidine Ben Ali, in Tunisia’s presidential 
poll on October 24th, has a strange view of 
election campaigning. He does not want to 
criticise the president, he says, because they 
are friends. He would not change any of the 
president's policies if elected, just imple- 
ment them with even greater gusto. Anyway, 
it is not the winning or the losing that is im- 
portant—just the taking part. In fact, he ex- 
plains with a patient, contented smile, the 
president is a better candidate than heis. 
The other candidate, Muhammad Bel- 
hadj Amor, packs marginally more punch. 
He criticises Mr Ben Ali's economic liberal- 
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INTERNATIONAL 


ism and argues that no one should stay in 
power for more than ten years (Mr Ben Ali 
has already clocked up 12). But he has “no il- 
lusions”. Since the government has allowed 
him next to no coverage on television or ra- 
dio, many Tunisians do not even know his 
name. The election is “cinema,” in the words 
of a passer-by. 

Government officials, needless to say, 
look at things differently. They pointout that 
under the constitution a candidate for presi- 
dentused toneed the endorsementofat least 
30 elected officials. But all save 25 of Tunisia’s 
4,253 deputies and local councillors come 
from the president's party. So Mr Ben Ali 
generously introduced an amendment pav- 
ing the way for twocompetitors. His generos- 
ity does not stop there. In another amend- 
ment, Mr Ben Ali has reserved 20% of the 
seats in the National Assembly (also up for 
election on October 24th) for opposition 
parties, so that next time they will not have 
torely on his magnanimity. 

Moreover, he has begged and pleaded 
with journalists, who for some strange rea- 
son have got the idea that they cannot speak 
their minds, to be more critical. If they will 
not criticise him voluntarily, he says, he will 
have to legislate to put an end to this dread- 
ful self-censorship. 

All this surreal double-speak serves to 
suggest that Tunisia is progressing towards 
greater freedom and democracy. Yet, as one 
foreign observer puts it, it is not democracy 
that is becoming ever more entrenched, but 
rather the elaborate ruses designed to dis- 
guise the lack of it. 

The regime shows its intolerant side 
most clearly in its handling of dissidents. 
When asked about his political views, one 
local reddens and mutters, “We are not al- 
lowed to talk about it.” As he doubtless 
knows, even minor criticism of the govern- 
ment lands people in court. In July, the 
brother of an exiled opposition figure earned 
a one-year prison term for insinuating in a 
private conversation that an ex-minister, re- 
lated to the president, was corrupt. Last year, 
a prominent lawyer who defends such cases 
found herself in the dock for allowing her 
husband, a left-wing activist, to use her office 
for unauthorised meetings. 

Although the most famous prisoners are 
often released after a month or two, those 
not championed by foreign pressure-groups 
have to serve sentences, sometimes as severe 
as nine years, for petty offences not much 
worse than handing out leaflets. Once out of 
jail, dissidents complain that their tele- 
phones are cut off, their passports confiscat- 
ed and their families harassed. 

This bullying seems all the more peculiar 
since, as Mr Tlili proudly points out, “Tunisia 
is not Iraq.” On the whole, Mr Ben Ali runs 
the country well. The economy has been 
growing at a steady clip of about 5% for the 
past five years. The middle class is growing. 
Women are well educated, at least by the re- 
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gion’s standards. Although the government 
often invokes fears of an Islamist insurgency 
to justify its heavy-handedness, such a secu- 
lar, stable country seems an unlikely breed- 
ing-ground for religious radicals. Many Tuni- 
sians agree that they are not doing too badly. 
Who knows? Mr Ben Ali might win a real 
election—if he dared to hold one. 

sa 





Nazareth 


Unholy 
goings-on 


NAZARETH 


HE millennium celebrations seemed to 

offer a golden opportunity for Nazareth, 
Jesus’s home town and Israel’s largest Arab 
city. But the city still does not have a func- 
tioning council, let alone the hotels or roads 
tocope with the millions of tourists expected 
to arrive next year. Instead, it is in the throes 
of a row between the Communist (and 
Christian) mayor, Ramez Jeraisi, and his Is- 
lamist opposition. “We blew it,” admits 
Lutfy Mashour, editor of a local paper. 

The dispute started in 1997 when Israel’s 
tourist ministry gave the council money to 
build a plaza on a small plot of land below 
Nazareth’s Basilica of the Annunciation, 
where, according to tradition, the angel Ga- 
briel appeared before Mary. The Islamists 
said the land belonged to al-Waqf (a Muslim 
religious endowment) and pitched a tent- 
cum-mosque on the site in protest. A year 
later, having gained a one-seat majority on 
the council, they made the building of a 
mosque a condition for working with the 
mayor. Mr Jeraisi insisted that this was for 








The Vatican tut-tuts 


the government, not the council, to decide. 

Until this year, most viewed the squab- 
ble as a political football in the wider contest 
between Israel's declining Communist party 
(historically the main political tribune for Is- 
rael’s ım or so Arab citizens) and the rising Is- 
lamist movement. Things got nastier when 
the Israeli referees started to play for both 
sides. Binyamin Netanyahu, who was then 
prime minister, hinted to the Islamist leaders 
that a mosque could be built in exchange for 
acall to their followers to abstain in the com- 
ing vote for prime minister (Israeli Arabs 
supported Ehud Barak, not Mr Netanyahu). 
At the same time, Israel’s then foreign minis- 
ter, Ariel Sharon, reportedly told the Vatican 
(which owns the Basilica of the Annuncia- 
tion) that a mosque would not be built. 

This mix of outside intrigue and inside 
tension led, last Easter, to open fights be- 
tween Christians and Muslims, in which 40 
people were injured. But both sides were still 
waiting for the decision of a ministerial com- 
mittee, set up by Mr Netanyahu but now un- 
der the chairmanship of Shlomo Ben-Ami, 
the new internal security minister. 

On October 7th, Nazareth’s District 
Court ruled that the land in question did not 
belong to al-Waqf but to the state, and it was 
therefore up to the government to decide its 
fate. Wary about Islamist reaction (a wari- 
ness strengthened by the discovery that the 
people behind a botched bomb attack in Is- 
rael last month were supporters of the Islam- 
ist movement in Galilee), Mr Ben-Ami 
sought a compromise. The council should 
build the plaza, he announced on October 
13th. But 700 square metres (840 square 
yards) should be set aside for a mosque to be 
built towards the end of next year, on condi- 
tion that the protest tent was removed by 
November 8th. 

It was a Solomonic ruling that 
pleased nobody. The Latin Patriarch in 
Jerusalem deplored the decision, saying 
that it might jeopardise the pope’s 
planned visit next year. The Islamists 
said the tent would be removed over 
their dead bodies, and muttered darkly 
about papal conspiracies stopping “the 
right of Muslims to build a mosque on 
Muslim land”. On October 16th, Mr Je- 
raisi was assaulted in the city for the sec- 
ond time in four months. 

For the people of Nazareth (only 
30% of whom are now Christian), such 
incidents are a sad testimony to the frag- 
mentation of their city along religious 
lines. But some Israelis may not be too 
dismayed. Israeli governments of what- 
ever stripe have always preferred to 
treat their Arab citizens less in terms of 
what they are—a national minority of 
Palestinian Arabs who stayed on their 
lands after the Jewish state was estab- 
lished in 1948—than in terms of the reli- 
gion they espouse. 


—_s 
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secure, high-speed data networks and global services; we operate one of the largest private wide-area 
information and telecommunications networks; and we're helping to build the first global, on-demand 
wireless broadband system. It’s our job to solve complex problems. And we can help bring innovative 
systems, services and solutions to your organization, too. Fact is, we're pioneering a whole new way of 
managing bandwidth, networks and applications. So don’t let our youthful appearance fool you. For more 


information, visit us at www.|mgt.com. 
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Le body comfort. Absolute peace of mind. Nourishment for the soul. 
That’s what our new First Class is all about. And with beds that stretch as far 
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Ukraine’s grim choice 


KIEV 


The presidential election campaign in Ukraine has been depressing, but the 


result should not be disastrous 


S IN an old-fashioned Soviet restaurant, 
the political menu in Ukraine offers lots 
of choice but nothing appetising. There are 
fully 13 candidates contesting the first round 
of the presidential election on October 31st. 
The front-runners (see box on next page) in- 
clude the wild, the sinister, the corrupt and 
the opportunistic; the rest of the field em- 
braces the humdrum, the antediluvian and 
a brace of liberal no-hopers. The campaign 
has been marked by violence (grenades were 
thrown at one candidate), 
censorship (the authorities 
have relentlessly harassed 
the opposition media), 
widespread apathy and 
disillusion. Many fear the 
count will be rigged. 

Coupled with a miser- 
able economic perfor- 
mance since the collapse of 
the Soviet Union, this 
might suggest that Uk- 
raine’s experiment with in- 
dependence and democra- 
cy is reaching the end of the 
road. Not so. Compared 
with Russia, on a number 
of counts Ukraine looks 
more stable, and its 
chances of climbing out of 
its post-Soviet trough are a 
bit better. 

Fora start, itis at peace with itself and the 
world. The grenades (which slightly injured 
Natalia Vitrenko, a leading left-winger) were 
an anomaly. Russian-style assassination (a 
city councillor was killed this week in St Pet- 
ersburg) is not a feature of Ukrainian life. 
There are no political prisoners or disappear- 
ances, as there are in Belarus, the third coun- 
try of the post-Soviet Slavic core. 

Moreover, despite lingering tension be- 
tween Ukraine’s russified east and national- 
ist west, dire predictions that the country 
would be torn apart have so far proved 
wrong. Western Ukrainians, who spent only 
four decades under Soviet rule, are impa- 
tient with the slow-coach habits of the rest of 
the country, which endured seven, but few 
westerners are itching to secede. “We're pa- 
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triots,” says one nationalist politician. “We 
wanta big Ukraine.” The Crimea is calm, de- 
spite the competing claims of Russians, the 
biggest ethnic group in the once-Russian 
peninsula, and Tatars, who have returned 
from their Stalin-imposed exile. Compare 
that with Chechnya. 

And whereas Russia bristles at its neigh- 
bours, Ukraine beams. It is a helpful go- 
between in regional disputes, trying, for ex- 
ample, to find a settlement between Moldo- 
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Vitrenko is eyeing the prize that Kuchma is pleading to keep 


va and the mini-state of Transdniestria, 
whereas Russia is quite happy to keep that 
pot simmering. Together with Georgia, Azer- 
baijan, Moldova and now Uzbekistan, Uk- 
raine has been trying to pool some of its 
economic and political interests. This group 
may become more lively than Russia’s mori- 
bund imperial afterthought, the Common- 
wealth of Independent States. 

Ukraine's confident foreign policy sits 
oddly with its stricken economy. Ukrainians 
are paid late and earn little; average wages 
are half even those of Russia. Industry is 
largely unreformed, foreign debts all but un- 
payable: next year Ukraine will owe $3 bil- 
lion. Relations with the tm are chilly. Cor- 
ruption is pervasive. One former prime 
minister, Pavlo Lazarenko, who now holds a 


Panamanian passport, is wanted on money- 
laundering charges in both Switzerland and 
Ukraine. Shambolic local government 
means that Kiev is the only capital in Europe 
with no top-class hotel. 

Dismal? Not compared with the rest of 
the former Soviet Union. The Balts aside, no 
ex-Soviet country has managed to build 
strong, clean state institutions, nor find hon- 
est and competent managers to revamp in- 
dustry. Ukraine never blew a financial bub- 
ble to match Russia’s last year, so was less 
hurt when it popped. Ukraine’s central 
bank, unlike Russia’s, is one of the more re- 
spected institutions in the country, despite 
government efforts to undermine it. A sec- 
ond stab at bringing in a currency, the hryv- 
nia, has been modestly successful; it has 
fared better than Russia’s rouble. 

There are even a few encouraging flickers 
in business. Ukraine's new seaborne com- 
mercial satellite-launcher had a promising 
first outing this month. Uk- 
raine’s tycoons seem a bit 
less destructively greedy 
than their Russian counter- 
parts. “Ours are vegetar- 
ians; theirs are carnivores,” 
says Oleksandr Lavrinov- 
ich, a leading reformist. 
Low Ukrainian wages are 
helping some light industry 
(making textiles, chocolate, 
ketchup, for instance) to 
thrive. Industrial produc- 
tion is going up. Western 
businessmen tend to find 
Ukraine relatively cosmo- 
politan and tolerant, com- 
pared with self-conscious 
and prickly Russia. 

Most of this has hap- 
pened despite, rather than 
because of, the country’s 
rulers. Probably the best that Ukraine can 
hope for at the top is another few years of 
Leonid Kuchma, the current president, while 
nostalgia for the Soviet past fades and, with 
luck, the economy gradually improves. The 
pro-western, pro-business camp, whose 
squabbling parties stand little chance of get- 
ting through the first round of the election, 
expects to back him against whichever left- 
winger opposes him in the run-off. “It’s the 
choice between the death penalty and a seri- 
ous illness,” says Mr Lavrinovich. The Org- 
anisation of Ukrainian Nationalists (Oun), 
which descends from the guerrilla army that 
fought the communists in the 1940s and 
1950s, denounces the sleaze of Mr Kuchma’s 
circle but nonetheless backs him. “A presi- 
dentis only for five years, but Ukraine is eter- 
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nal,” says Orest Vaskul, the head of oun’s 
Kiev branch. 

But is it? While patient patriots like Mr 
Vaskul, a gulag veteran, wait for a new gener- 
ation of politicians, Ukraine’s economy de- 
pends ever more on Russia, which provides 
virtually all the country’s gas and is owed 
more than $1 billion. “Russian secret services 
don't play a big role here because they don’t 
need to,” says Taras Stetskiv, a politician 
from western Ukraine. “Russia exerts its in- 
fluence through presidential image-makers 
and business cronies.” And Russian compa- 
nies also hope to snap up the best bits of Uk- 
raine’s industrial infrastructure: aluminium 
plants, oil pipelines and soon. 

The current calm may, in any event, be 
deceptive. Russia’s main interest in Ukraine 
at the moment is to avoid upsets, such as the 
victory of a radical outsider, which might set 
a provocative example for its own forthcom- 
ing elections. But, in the long run, Russia still 
wants to have the last word in shaping Uk- 
rainian foreign policy. It wants a longer-term 
hold over its naval base in Sebastopol. It cer- 
tainly wants Ukraine to abandon its hopes 
for closer relations with the European Union 





and nato. Of course, if Russia becomes 
more stable and prosperous, it should be- 
come less bloody-minded towards an inde- 
pendent Ukraine. But if not, Russia will still 
be tempted to bully and undermineit. 
PAREA = ie m 





Russia 


A shooting star 


MOSCOW 


HAT a difference a small war can 
make. Written off by many as a mere 
stop-gap when he took office in August as 
Russia’s prime minister, Vladimir Putin is 
now aleading contender to replace his spon- 
sor, President Boris Yeltsin. His main rivals 
have been wrong-footed by the war, and 
they find it hard to match his blend of tough- 
ness and proclaimed zeal for reform. He has 
just announced yet another crackdown on 
corruption, while denouncing the dreadful 
conditions in Russia’s prisons. 
But will Mr Putin’s popularity last? It de- 
pends mainly on the war in Chechnya going 





Who'll lead Ukraine? 


dency is the incumbent, Leonid 
Kuchma. His main supporters are the 
men who run the country’s big industries, 
often for their own benefit. He is also 
backed by Russia, whose foreign minister 
says that a Kuchma victory would “con- 
solidate” Russian-Ukrainian relations. Mr 
Kuchma has been indecisive and crony- 
prone. Even his most ardent backers find 
little to praise in him—except his ability to 
keep things more or less on an even keel. 
| His leading challenger, if yougo by the 
opinion polls, is the only woman in the 
| race, Natalia Vitrenko. She once 


| 
KIEV 
HE front-runner for Ukraine’s presi- 


seemed Ukraine’s populist answer to Rus- 
sia’s neo-fascist jester, Viadimir Zhirinov- 
sky, although her language is of the fiery 
Bolshevik brand: she wants to send the 
country’s current rulers to the uranium 

















mines. But in parliament her group, like 
Mr Zhirinovsky’s in Moscow, has backed 
the government in key votes. She is pro- 
Russian, and wants to break ties with the 
IME. Her rival in the hard-left Communist 
comer is Pyotr Simonenko, a tongue- 
tied apparatchik with a programme more 
extreme than his Russian comrades’. He 
wants the top job only to abolish it—once 
the Soviet Union is restored. 

The most plausible liberal-minded 
pro-westerner, Hennady Udovenko, 
has failed to set the steppes ablaze. A cou- 
ple of other candidates might do better in 
the run-off due on November 14th, al- 
though they may not reach it.Oleksandr 
Moroz, a former speaker of parliament 
with some old-fashioned views (he ab- 
hors the private ownership of land, for in- 
stance), is pragmatic on most other ques- 
tions. And Yevhen Marchuk, a smooth 
former prime minister who once ran Uk- 
raine’s KGB, is a shrewd operator who goes 
down quite well in the West. 

Ukraine’s political fate depends a lot 
on whom Mr Kuchma faces in the run-off, 
presuming he gets that far. Against Ms Vi- 
trenko or Mr Simonenko, the pragmatists 
of the Moroz-Marchuk stamp, as well as 
Ukraine’s beleaguered liberals, would 
probably rally to his cause. But ifeither Mr 
Moroz or Mr Marchuk somehow 
squeaked through to the showdown, Mr 
Kuchma could be in trouble. 
































well. There are signs that it is not. Early prom- 
ises of a quick, clean victory are looking hol- 
low. Russia has not yet sealed the mountain- 
ous Chechen-Georgian border, across 
which trickle reinforcements for the Che- 
chens. Valery Manilov, the deputy chief of 
Russia’s general staff, said on October zoth 
that “1,000 fresh mercenaries” had rein- 
forced the Chechen side. He warned against 
“underrating the enemy’s strength” and said 
that nearly 200 Russian soldiers had been 
killed in action—which is probably an un- 
derestimate. On October 2oth, Mr Putin 
hinted at a readiness to negotiate with the 
Chechens. 

If Russia bludgeons Chechnya into sub- 
mission, Mr Putin’s star may rise still further. 
But would it stay high until next summer, 
when the presidential election is due? It is far 
too soon to bet on it. 
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Poland’s second city 


Upheaval 


LODZ 


T IS a cold, grey autumn morning ten years 
after the collapse of communism. A lorry 
is delivering a winter’s supply of coal to a re- 
tired widower in a poor district of Lodz (pro- 
nounced Woodge), Poland’s second city. The 
widower stands outside her tiny terraced 
house, arms folded, glowering fiercely. The 
coal costs too much, she moans. “Life was 
much better before 1989.” Work was easier, 
and she had a free holiday at the seaside ev- 
ery summer. Coal was free too, she adds. 
The coalmen, three of them, steam in the 
frigid air from all the shovelling and carry- 
ing. “She’s right about one thing,” one of 
them says. “Life was much easier ten years 
ago.” He leans on his shovel and wipes his 
blackened brow. “There’s not much in the 
new Poland for people like me and her.” Like 
you? “You know,” he says bitterly, “the old, 
the thick, the working man.” 
To make a living, the men drive their de- 
crepit Soviet-era lorry through the night, sell- 
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ing coal by the bucket. They cannot under- 
stand why life is so hard for them, while 
others, especially young people, seem to 
have it easy. “It’s like magic,” says one. “We're 
struggling just to survive and all these kids 
have money tospendon music and clothes.” 

For sure, in the past decade the economy 
of Lodz has been tumed on its head. Almost 
every aspect of life has been touched by 
communism’s fall—and Poland’s return to 
the West. In 1821, Lodz had only 800 inhabit- 
ants; within 50 years, the industrial revolu- 
tion had made it the “Polish Manchester”, a 
smoky textile city that supplied Russia with 
most of its cloth. For the Germans, Poles and 
Jews who made their fortunes here, Lodz 
was the promised land depicted in Andrzej 
Wajda’s epic film of the same name. Jews in 
particular flourished until their Lodz com- 
munity, one of the largest in Europe, was 
wiped out in the Holocaust. 

For all its grime, Lodz always had a strong 
cultural life too. Here, in 1932, French and Pol- 
ish avante-garde artists set up one of Eu- 
rope’s first galleries of modern art. Architects 
experimented as well. The city is still home to 
the Polish Film School, where directors such 
as Roman Polanski studied. 

The titanic red-brick mill built by Izrael 
Poznanski, Lodz’s most flamboyant indus- 
trialist, still stands sentinel over the heart of 
the city, a cathedral to 19th-century capital- 
ism. In 1989, 12,500 people worked in it. Now 
itis hauntingly deserted. The vast omate iron 
gates that workers onced poured through are 
padlocked. A small Solidarity office that 
served the workers is boarded up, its hand- 
painted sign flaking. A lone security guard 
sits in a poky office by the gate watching a 
game-show on a black and white television. 
“I heard some French people are going to 
turn the place intoa hotel and leisure centre,” 
he says. “My granny used to work here, you 
know. Everyone’s granny worked here.” 

In 1989, 90% of Lodz’s people were in tex- 
tiles and fibres, mostly destined for the Sov- 
iet Union. But when Poland entered the free 
market, the mills were destroyed by rivals in 
the Far East. Trade with Russia collapsed. Al- 
most all Lodz’s state enterprises went bust. 
Now little more than half of the city’s econ- 
omy still runs on textiles; state-owned com- 
panies produce only 5% of Lodz’s output. 

Instead, a roaring new service industry 
has created thousands of jobs. At the last 
count, Lodz had 71,000 small businesses,em- 
ploying 85% of the city’s workers. Some new 
outfits draw on the city’s tradition of tailor- 
ing, winning contracts to make clothes for 
companies with smart names like Pierre 
Cardin. Others have gone a step further, set- 
ting up their own clothing firms. Hyper- 
markets have sprouted in the husks of Lodz’s 
abandoned factories. 

Still, this revolution has been painful. 
More than 11% of people in Lodz have no job. 
Women say it is hard to get a husband—in a 
city with 16% more females than males; and 
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more than a fifth of the women are on the 
dole. Lodz’s population, now 810,000, has 
been shrinking. 

But the pain is beginning to have good 
results. The ill-educated and unskilled are 
worst hit, but even they have more posses- 
sions these days. Across the social spectrum, 
ownership of cars and homes has soared. 
The nostalgists tend to forget that in 1989 you 
had to queue for bread; now you can choose 
between croissants and bagels. “Commu- 


Turkey’s Kurds 


Still on their feet 


ANKARA 


EUROPE 


nists built big buildings with small flats,” 
says a builder. “Now we're building small 
buildings with big flats.” 

Besides, as Adam Michnik, once a dissi- 
dent, now a leading editor in Warsaw, points 
out, the ideal society people dreamed of in 
1989 was bound to be unattainable. “Poles 
wanted the shopping and nightlife of Man- 
hattan, the security of the Swedish welfare 
state and the work habits of communism,” 
he says. “That wasn'ta real choice.” 
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On October 21st, Turkey’s highest court was to hear an appeal against the 
death sentence handed down in May against the Kurds’ rebel leader, 
Abdullah Ocalan. Whatever the verdict, the Kurdish problem is far from over 


HEN Ali Aktas, a popular Kurdish folk 
singer, appeared at a concert last 
month in the south-eastern city of Diyarba- 
kir in aid of Turkey's earthquake victims, he 
agreed to his audience's request for a few 
Kurdish songs. As he was preparing to go 
home, Mr Aktas and three other Kurdish 
singers in his group were detained by the po- 
lice. During ten hours of interrogation at the 
Diyarbakir police headquarters, Mr Aktas, 
who often appears on state-run Turkish tele- 
vision, was accused of singing “political 
songs” and told he would have to face a spe- 
cial state security court which deals with 
“crimes of terror”. As a still-bemused Mr Ak- 
tas describes it, “I explained that the Kurdish 
songs were mainly about love.” 
Until recently, the authorities had 
turned a deaf ear to Kurdish music at public 





functions. Mr Aktas’s troubles are yet anoth- 
er sign that, despite a series of peace offers 
from Abdullah Ocalan, the captured Kurd- 
ish rebel chief whose appeal against a death 
sentence was being pondered this week, Tur- 
key’s government and the generals who 
shape its views on subjects like this, seem as 
unbending as ever about the Kurds. 

Admittedly, Mr Ocalan’s sentence for 
treason seems unlikely to be carried out, 
whatever the appeal verdict, at least in the 
near future. That is because his sentence still 
has to be ratified by parliament. The govem- 
ment, however, seems unmoved by his suc- 
cess, early this month, in persuading eight 
members of his Kurdistan Workers’ Party 
(PKK) to give themselves up to the Turkish 
army. Their surrender, he argued, showed 
that his men were serious about ending their 
15-year-long campaign for Kurdish 
self-rule. The Turks responded by 
locking up this “peace mission” and 
saying it would be treated as just an- 
other bunch of terrorists. Military offi- 
cials dismiss Mr Ocalan’s new-found 
pacifism as merely an attempt to save 
himself from the gallows, and say 
they will never negotiate with him or 
with anybody else in the PKK. 

Up to a point the generals have 
reason to feel confident; but only up 
to a point. “The PKK inside Turkey”, 
says Michael Radu, an American- 
based academic who knows more 
than most about the subject, “is with- 
ering on the vine.” The rebels were ex- 
pelled a year ago from their bases in 
Syria when the Turks threatened toin- 
vade. Their bases in Iraq are constan- 
tly raided. Mr Ocalan himself was 
seized in Kenya last February by Turk- 
ish special agents. Inside Turkey, the 
PKK may now have no more than 
about 1,000 armed men, compared 
with 10,000 or so at the peak of the 
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guerrillas’ insurgency campaign some seven 
years ago. 

For all this, Turkish triumphalism is 
probably premature. Most of the rebels, hav- 

“ing obeyed Mr Ocalan’s orders to halt their 
attacks and by and large to withdraw from 
Turkish soil, are deeply reluctant to surren- 
der unconditionally—the last card available 
to Mr Ocalan. Instead, some might dump 
himas their leader and set out on acampaign 
of urban terrorism. 

Anyway, the pk is doing much better on 
the political front than on the military one. 
Its savvy representatives in Brussels com- 
mand plenty of support among the Kurdish 
diaspora in Germany, and the sympathy of 
many liberal-minded politicians across Eu- 
rope. They also control large sums of money 
raised through honest contributions as well 
as by extortion and drug-running. 

It may be no coincidence that the group 
that surrendered to the Turks this month 
was led by Ali Sapan, the former European 
spokesman of the pkk’s political wing. With 

` his bookish demeanour and command of 

several European languages, Mr Sapan is a 


fine advertisement for the rebels. He has nev- 
er, it seems, been involved in violence. But 
neither is he typical of the often brutal PKK. 

If the Kurdish rebels stick to their politi- 
cal guns—and confine themselves to peace- 
ful methods—they could still cause plenty of 
trouble for the Turkish establishment. The 
argument that the army is “fighting terro- 
rism” would cease to apply. And that would 
change the entire context of the Kurdish 
question, which is bound to come up at next 
month’s summit in Istanbul of the Organisa- 
tion for Security and Co-operation in Eu- 
rope. President Bill Clinton and Britain's 
prime minister, Tony Blair, are both expec- 
ted to attend. And now that the eu—to the 
delight of most Turkish political parties—is 
to put Turkey back into the main group of 
countries seeking entry, most Turks will pre- 
sumably, once again, feel it is worth trying to 
clean up the country’s appalling human- 
rights record. 

And human rights, awkwardly, are the 
theme of the summit. It is true that, under its 
new prime minister, Bulent Ecevit, Turkey 
has made improvements. A law to punish 





ALL, fat, a single parent, boozy, de- 

pressed. If you are Mediterranean, you 
might well think those are standard attri- 
butes up north. And northerners may well 
think their southern cousins are stumpy, 
drive badly and chain-smoke. According to 
Eurostat, the Eu’s statistics office, such ste- 
| reotypes contain some grains of truth. 

Marriage certainly divides Europe. 
Northerners get hitched less and have 
| many more children out of wedlock. Free- 
thinking Iceland has almost shed the habit 
altogether: 65% of the country’s babies are 
born to unmarried mothers. So are about 
half of all births in Scandinavia. The far- 
ther south you go, the less illegitimacy. 

But you are much more likely todieina 
| traffic accident in Europe’s south. Portugal 
and Greece clock up the highest rate of 
road deaths, while the Nordics, despite 
their long, dark winters and icy roads, are 
the safest drivers. 

As for booze, the Irish do quaff a fair 
bit, but their Gallic counterparts outdo 
them. And almost all, even the French, are 
cutting back: their consumption of pure al- 
cohol has fallen by two litres per person 
per year in the past ten years—a drop of 
12%. Greeks raise their glasses less than 
most, perhaps because the cigarette be- 
tween their lips gets in the way: they smoke 
almost twice the EU average, and nearly 
five times as much as the Norwegians. 

Northern Europeans tower over oth- 
| ers, literally. The average young Dutchman, 


eter tallest chap, just ahead of his 








What a lot of sterEUtypes 


Danish and Swedish counterparts, stands 
nine centimetres G2 inches) above his 
Spanish and Portuguese cousins, although 
even the latter have sprouted by eight cen- 


torturers has been adopted. It is now much 
harder to ban a political party. Yet the laws 
that prohibit free debate of the Kurdish issue 
and the role of Islam in politics, under which 
hundreds of politicians and writers have 
been locked up, remain in place. 

Quite a lot of Turks are beginning to ask 
whether bigger changes are needed. Some 
are even thinking of a change to the constitu- 
tion written after the military coup of 1980, 
which gives the general staff the ability to in- 
fluence the government through a National 
Security Council that contains both generals 
and ministers. No less a figure than Sami Sel- 
cuk, the president of Turkey’s Supreme Ap- 
peals Court, last month told an audience 
which included the country’s president, 
prime minister and chief of staff that the 1982 
constitution should be scrapped. “Turkey”, 
he declared, “should not enter the new mil- 
lennium with a constitution the legitimacy 
of whichis very close to zero.” More recently, 
even Suleyman Demirel, Turkey’s president, 
has said that the constitution needs to be 
changed. They are both right. 


timetres in the past 40 years. Northerners 
are heaviest too. Austrians outweigh the 
Portuguese by an average of gkg (2olb). 

As for happiness, the sun may help. 
Suicide is rarest in Greece and Portugal. A 
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Sneak preview. 


The Economist is available on the Internet 
by 10 PM London time every Thursday. 


www.economist.com 


The Economist Web Edition and Archive is free to all subscribers to the 


print edition. Simply register at www.economist.com with the subscription 
account number from the front of your weekly copy. 





AIRBUS 
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When it comes to being powered across 
vast oceans, four has got to be better 
than two. The Airbus A340 wide-bodied 
jetliners have four engines. This not 
only means greater reliability and 
comfort, but also fewer stops and the 
most direct route possible. Something 


to bear in mind, next time you're 


flying 41,000 feet above the Pacific. 





IF YOU'RE OVER THE MIDDLE 
OF THE PACIFIC, YOU 

WANT TO BE IN THE MIDDLE 
OF FOUR ENGINES. 
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HAT is the meaning of the phrase “very large documents”? 

Does the European Commission discriminate against peo- 
ple with Swedish medical qualifications? Should Germany recog- 
nise Austrian helicopter pilots’ licences? Jacob Soderman knows 
the answer to these questions and to hundreds more, equally 
strange. They have been the very stuff of his four-year term, now 
approaching its close, as the European Union’s ombudsman. Peo- 
ple write to his office in Strasbourg with all sorts of demands and 
complaints loosely related to the £u, most of them trivial, and he 
does his best to help. 

A modest and painstaking man, he clearly enjoys the line of 
work. One of Finland's ethnic Swedes, he was parliamentary om- 
budsman in Helsinki before moving to his current job in 1995. He is 
hoping for a second term, but is being challenged for the job by 
Georgios Anastassopoulos, a former 
Euro-mp from Greece. The European 
Parliament, which makes the appoint- 
ment, will decide between them in the 
next week or two. 

Mr Anastassopoulos thinks the 
ombudsman, who for the moment 
proceeds by moral suasion, should 
have more powers and a higher profile. 
Mr Soderman prefers the softly-softly 
approach. He says that too much busi- 
ness-chasing on his part would proba- 
bly irritate national ombudsmen, and 
he has todepend on their co-operation. 
Moreover, he feels that further powers 
are not needed for the sort of work he is 
doing. When he was Finland's om- 
budsman, he could prosecute directly 
if he detected serious misbehaviour, 
and sometimes he did so. But in his eu 
job he thinks it enough to discuss, ca- 
jole, advise—and, at the limit, draft a 
word of public criticism. 

He does not seek to compete with 
the heavy artillery available for serious 
internal and institutional problems. 
For cases of law-breaking or major neg- 
ligence, the Ev has its court of auditors, 
the European Court of Justice and, 
soon, a new independent anti-fraud 
office. Nor is the ombudsman really in the basic human-rights 
business: the EU may make its first move in that direction only 
with the drafting of a new “charter of fundamental rights” for citi- 
zens next year. Mr Soderman’s remit is merely to try to make bu- 
reaucrats behave alittle better. One of his ambitions is to persuade 
all the European institutions to adopt a code of “good administra- 
tive behaviour” which he has drafted for their benefit. 

If only they would do so. There are times when the commis- 
sion in particular seems to regard good administrative behaviour 
as something into which it might lapse only by miscalculation. 
Take its recentconduct in the case of Paul van Buitenen, an internal 
auditor who leaked documents to the European Parliament late 
last year showing mismanagement and petty corruption among 
some commissioners and their staff. His act led to the resignation 
of all 20 commissioners in March, and the installation of a new 
team, headed by Romano Prodi, a former prime minister of Italy, 
in September. The new commission should have contrived to 
award Mr Van Buitenen a medal. Instead, it applauded the deci- 
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sion ofa staff disciplinary panel this month to place a formal repri- | 
mand on his file. (That said, Mr Van Buitenen has scarcely helped 
his case for continued employment by turning his revelations into 
abook, published in Dutch last week.) 

All too often, the help which Mr Soderman can give his com- 
plainants is limited to redirecting their mail elsewhere. He reviews 
cases of alleged maladministration involving £u institutions only; 
he does not handle complaints about Europe in general. Some 
two-thirds of the 1,372 complaints that he got last year fell outside 
his mandate. Most he passed on to ombudsmen in Eu states. For 
some he suggested a petition to the European Parliament. 

Of the cases Mr Soderman does pursue, the most common in- 
volve alleged “lack of transparency” on the part of an £u institu- 
tion. This usually means a refusal to supply a document or a piece 
of information on demand. Thus a 
British civil-liberties group com- 
plained that the Council of Ministers, 
the Ev’s main decision-making body, 
was refusing its requests for docu- 
ments relating to justice and home af- 
fairs. The council claimed that special 
rules applied when “a very large 
number of documents” were being 
requested. Mr Soderman checked the 
rules and found the provision re- 
ferred to “very large documents” only. 
it was a nice technical victory. But, 
having scored it, he could only request 
the council to “reconsider” its actions, 
not oblige it to change them. 

The next-most-common type of 
complaint comes from employees 
and would-beemployees of the Eu in- 
stitutions who feel they have been de- 
nied jobs or benefits unfairly. To the 
outsider’s eye these complaints tend 
to display a high degree of peitiness 
and conceit, as with the applicant for 
a medical job with the commission 
who argued that his non-hiring was 
explicable only by a prejudice on the 
commission's part against Swedish | 
medical qualifications. Mr Soderman | 
plods through them dutifully. In the | 
Swedish-doctor case, he found no evidence of discrimination, but 
thought the commission had not explained itself clearly. 

A third type of common complaint concerns a claimed failure 
by the commission to carry out some policy which forms part of 
Eu law: Here, Mr Soderman is drawn into a fairly random array of 
policy pronouncements. Thus he decided that the commission ` 
should indeed have done a bit more to ensure mutual recognition 
of helicopter licences between Ev countries, the subject of one 
complaint last year. But since there was nothing much he could do 
to remedy matters, that was where his intervention ended. 

Itis all worthy work. Somebody probably has to doit. And Mr 
Soderman may be right in thinking that a more aggressive ap- 
proach on his part would put people’s backs up. But, equally, he 
may be underestimating the usefulness of doing just that. Wheth- 
er it be the ombudsman’s job or not, the Eu would surely benefit if 
somebody, somewhere, took genuine pleasure in giving the com- 
mission (for example) a big fat slap round its big fathead, on behalf | 
of the general public, when the occasion demanded. | 
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Austria not only lies at the crossroads 
of East and West, 
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Jean Monnet understood Europe 


My continent, right or wrong 


667 TO UNDERSTAND Europe you have to be a 
genius or French,” declared Madeleine Al- 
bright, the American secretary of state, in a moment 
of exasperation early last year. It was a good line, 
and once it might even have been true. The Euro- 
pean Union and its forerunners, the reshapers of 
Western Europe for almost half a century, were 
dreamt up in large measure by a man who hap- 
pened to be both a genius and French, Jean Monnet. 
They were a means for restoring peace and stability. 
They were also a means for reasserting French pow- 
er within and beyond Europe. The scheme was to tie 
Germany and other European countries into federal 
structures which France could dominate. 

Monnet’s schemes worked well enough to see 
off all rival projects for Europe. It is no longer propa- 
gandist, not even contentious, to speak of the Euro- 
pean Union as synonymous with its continent, and 
this survey will adopt that convention. There may 
still be many European countries outside the £u. But 
with only one or two exceptions, they are banging to 
be let in. 

Compare Europe now with Europe 50 years ago, 
and you do not have to be a genius, or French, to 
conclude that the European Union has been one of 
the great political success stories of the post-war 
world. But that is merely the story so far. Europe is 
still very much a work in progress. And even the 
French are not sure nowadays where that progress is 
taking them. 

The French are confused about Europe because 
they have not yet adjusted to the collapse of a pre- 
sumption on which their plans for it rested. They 
believed the main power in Europe could and 
should be France. This was a fair premise in the 
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years after Hitler's war. So long as Germany was 
crippled by war-guilt, it could not present itself as a 
champion of the European interest. It suited Ger- 
many and France alike for France, the second conti- 
nental power, to lead on behalf of both countries. 

But as Germany has grown rich and—with uni- 
fication—much more populous than any other 
country in Europe, so, naturally enough, its confi- 
dence has returned. The re-emergence of Germany 
as a “normal” country began with the breaching of 
the Berlin Wall in 1989. It ended, arguably, with the 
return of the German government to Berlin this 
year, and with Chancellor Gerhard Schréder’s dec- 
laration in August that Germany “has every interest 
in considering itself as a great power in Europe”. If 
any country is to lead Europe in the future, it can 
only be Germany. 


Count to five 


This inversion of the Franco-German balance is one 
of five recent fundamental shifts in the structure of 
post-war Europe and its international relations that 
will be discussed in this survey. A second big shift, 
encouraged by NaTo’s recent war in Kosovo, has 
been the emergence of a strong sense among the 
leading £u countries that they should possess a ca- 
pacity for collective military action that is separable 
or even separate from the ordinary structures of NA- 
TO, and thus not always dependent on the military 
leadership of the United States. 

This new sense of purpose in defence policy has 
coincided with formal moves to develop a “com- 
mon foreign and security policy” for the eu. The 
combined effect will be a movement towards a true 
European diplomacy backed by muscle. The awk- 
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ward question here is whether this strengthening of 
stand-alone European security can be managed 
without upsetting transatlantic relations, especially 
if Europe and America are sparring in other areas, 
such as trade. The answer, surely, is no. Some rebal- 
ancing of relations and some redefining of interests 
will be necessary, but it must be done in a way that 
does not threaten the American and European view 
of one another as allies of first resort. 

A third big shift for Europe has begun with the 
introduction of a new common currency, the euro, 
which arrived for electronic and paper transactions 
at the start of this year. In 2002 notes and coins will 
replace national equivalents. The single European 
currency will encourage the formation of a single 
European economy as the corollary of a single Euro- 
pean market. The deeper question about the euro is 
whether its economic levelling power will help to 
create something recognisable as a single “European 
interest”—displacing national interests, which are, 
after all, largely economic in character now. 

A fourth big shift has been the weakening of the 
European Commission, the emblematic political in- 
stitution of the £u, in the five years since its presi- 
dency passed from Jacques Delors of France to 
Jacques Santer of Luxembourg. Mr Santer’s commis- 
sion resigned in March after investigators found it 
riddled with mismanagement and petty corruption. 

Despite the arrival of a new European Commis- 
sion under an ambitious new president, Romano 


Prodi, the decline may be irreversible. National gov- 
ernments, meeting collectively as the European 
Council (for heads of government) and the Council 
of Ministers (for ordinary ministers), have picked up 
the slack. They are driving the European Union 
now, and so they should. They are bolder and wiser 
than the European Commission, and they have a 
more direct democratic mandate. 

The fifth big shift is coming with the planned en- 
largement of the Eu to take in anything from 12 to 20 
new members, most of them former communist 
countries in Central and Eastern Europe. This will 
tum the eu from a rich-country club into a true Eu- 
ropean Union. 

Expansion on this scale will require changes in 
the way the eu works. It may also force internal poli- 
cy changes, since poor countries in Eastern Europe 
will have different priorities from rich countries in 
Western Europe. And it will certainly force on the £u 
a demanding new pattern of external relations with 
countries on its eastern and southern margins. Rus- 
sia will suddenly loom large as a potentially trouble- 
some neighbour. Delicacy will be needed with 
countries such as Ukraine, and possibly Turkey, that 
want to join the eu but are still being shut out. 

These five shifts are all desirable. One of them 
(the rise of Germany) is inevitable. They will unsettle 
Europe for at least a decade. But they offer the pros- 
pect of a stronger and more confident Europe for de- 
cades beyond. They also offer a reassuring view of 
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how European integration works. 

It does not rely primarily on a somewhat arbi- 
trary institutional superstructure, as some of the ear- 
ly models of the European Union presumed. Rather, 
it operates through a rich substructure: a corpus of 
values, laws, rules, norms and procedures which all 
EU countries must respect. Lately it has been rein- 
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forced by acommon currency. 

So think of the European Union not as a would- 
be superstate, but as a sort of chassis on to which 
countries can bolt themselves. They do lose some 
freedom of movement, but they gain a great deal of 
security. That, surely, is a model of integration with 
which Europe can live and work. 


Once and future leaders 


ECONCILIATION between France and Ger- 

many gave the impetus to European integration 
in the years after Hitler’s war. French and German 
politicians, encouraged by the United States, want- 
ed to make another war between their two countries 
all but impossible ever again. 

Accepting French leadership of Europe, and de- 
ferring to French priorities, was central to Germany's 
post-war atonement. “Germany craved the legiti- 
macy conferred by France. Paris craved the homage 
to French leadership that neither the British not the 
Americans would grant,” in the words of an Ameri- 
can writer, Elizabeth Pond. 

The two countries began in 1951 by pooling con- 
trol over their coal and steel industries in a Euro- 
pean Coal and Steel Community. Italy and the Bene- 
lux countries (Belgium, the Netherlands and 
Luxembourg) also joined. Each country thereby re- 
nounced national sovereignty over strategic assets 
essential to any war effort. 

From those small beginnings grew a European 
Union that soon took on a life of its own. France and 
Germany drove it onward long after the recurrence 
of war between them ceased to be a serious worry. 
Arguably, this point had been reached even before 
the ecsc converted itself into the European Econ- 
omic Community in 1957. 

An Irish politician and writer, Conor Cruise 
O'Brien, has suggested persuasively that French and 
German enthusiasm for integration has always 
been cynical or otherwise bogus. In both France and 
Germany, he argues, 


the language of federalism, on the lips of political traders, 
has become a coded way of appealing to rival bodies of na- 
tionalists in the two countries. French nationalists, listening 
to their president recommending federalism, are expected 
to think: ‘We will outsmart them because we are so much 
cleverer, and we will run Europe as well as our own coun- 
try. German nationalists, listening to virtually identical 
language from their own chancellor, are expected to think: 
“We must necessarily dominate a federal Europe because of 
our size, our number, our strength of character and our na- 
tional habits of thrift and hard work.’ 


That argument is surely true in part, but too simple. 
It implies a far greater capacity to manipulate the 
European idea than French and German leaders, re- 
cent ones at any rate, have appeared to possess. But 
there is no need to follow Mr O'Brien all the way to 
agree with the conclusion he reaches. If France and 
Germany have both been hoping to impose a na- 
tional interest in the guise of a “European interest”, 
then France has lost the battle. Only Germany now 
has the capacity to do so. 

This rebalancing of French-German relations 
began with the breaching of the Berlin Wall in 1989, 
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and has more or less ended this year with the resto- 
ration of Berlin as the capital of a united Germany. It 
has been both a change of tone and a change of sub- 
stance. Germany feels it has paid its post-war dues. 
France agrees. The Nazi period still casts some shad- 
ows, but they are localised. With German unity has 
come a certain pride—or at any rate a desire for 
pride—that was caught nicely by Brigitte Sauzay, a 
French adviser to Mr Schröder, in an interview with 
Le Monde. She said that “Germans need to believe in 
the legitimacy of their culture. They want to feel that 
being German also has its charm.” 

But with the end of reconciliation, France and 
Germany are no longer bound together politically 
in quite the same way as before. Instead of com- 
manding Germany’s support, France is suddenly 
competing for it. The French-German “axis” may 
have ceased to be, in that cliché popular for decades, 
the driving force of Europe. It is still true to say that 
France and Germany can determine the political 
course of the Eu by acting together. But the question 
is whether Germany, now free to choose, wants to 
follow the same course that France does. 

France has long favoured, always instinctively 
and often explicitly, what might be termed an “es- 
sentialist” view of the eu: that there is not merely a 
European territory, but also a European way of life, 
mixing culture, history and “social model’. Wise 
governments must nurture that way of life (which 
bears a remarkably close resemblance to the French 
way of life), and protect it from outside threats. Once 
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et Union. Now it comes from glo- 
balisation, portrayed in France: as 
an American-led process of level- 
ling down in which quantity is al- 
lowed to destroy quality and mar- 
ket forces to undermine good 
government. The correct defence is 
a Europe rich in protectionism and 
government control. 

A rival view of Europe finds its 
current champion in Tony Blair, the 
British prime minister, and might 
be called a “functionalist” view. It 
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sees the EU as a piece of machinery 
available for national governments to do specific 
and not necessarily connected things that can be 
done more efficiently on a European basis than ona 
national basis. Free trade is the classic example. The 
European single market is a far simpler and more 
complete arrangement than any aggregation of bi- 
lateral agreements among participating countries 
could produce. But there is no presumption of some 
European uniqueness driving the whole project. 

Following its emancipation from France, Ger- 
many may be seen as a sort of “swing voter” be- 
tween French and British views of Europe whose 
support could cause either model to prevail. France, 
at any rate, seems to worry now and again that Ger- 
many is leaning Britain’s way. A sense of incipient 
betrayal on France’s part has inflamed a series of rel- 
atively minor squabbles with Germany since Mr 
Schroder came to power. 


Good-looking Marianne 


One comfort for France, as it measures itself against 
Germany, is that the French economy is showing 
much more vitality and adaptability than its critics 
outside France often allow. Whatever the defects of 
French industrial and labour policy, the results do 
include a willingness to embrace technology, intelli- 
gent labour relations in the private sector (though 
not the public sector), and hourly productivity in 
manufacturing that ought to be the envy of Europe. 
French cpr has grown faster than German cpr each 
year since 1994. 

In Germany, by contrast, the economy shows 
signs of deep fatigue despite the start of a cyclical 
upturn. The combined burden of regulation and 
taxation in German industry may be just about 
bearable for large capital-intensive manufacturing 
firms, but it chokes off new service industries, and 
job-creation with them. German labour costs are 


the main threat came from the Sovi- 


the highest in the world. Businessmen know change 


‘is needed. But Mr Schroder, it seems, is not the man 


to persuade the voters. His promises to cut public 
spending have hurt his party’s popularity so badly 
as to put in doubt the staying power of his coalition 
government and of himself. 

So France can walk with a spring in its step for a 
year or two yet. It has a lap of honour ahead of it still 
as boss-country of Europe. Germany will be so con- 
sumed with economic and party-political problems 
at home that it will lack the time, the energy and the 
sense of direction to do much in Europe. 

But when Germany does feel its energies return- 
ing, what then? Mr Schröder and his foreign minis- 
ter, Joschka Fischer, sound reassuring enough when 
they say that Germany will remain anchored in Eu- 
rope. It is certainly premature to say generally that 
“fear of German power is coming back in Europe,” 
the assessment made in a recent paper by Peter 
Rodman, of the Nixon Centre in Washington, pc. 
One or two countries may be twitchy. Most are gen- 
uinely curious about what a German-led Europe 
will be like. 

It will have its awkward moments. Germany is 
such a bulky presence in Europe that it cannot help 
but jostle others whenever it makes a move. One 
can already see the wisdom of the pact made a de- 
cade ago between President Francois Mitterrand of 
France and Chancellor Helmut Kohl of Germany to 
bind a united Germany more tightly into Europe 
through monetary union. This Germany has big po- 
litical options not available to other countries, such 
as.a sphere of interest in Central and Eastern Europe 
and a strong bilateral relationship with Russia. Even 
when latent, these may give Germany a distinct 
view of the world and of its own interests which is 
bound to tug at its Eu loyalties from time to time. 

But to jump straight from German leadership of 
the Eu to some faintly nervous foreign-policy calcu- 
lations is to risk insisting on exactly the history and 
disposition that Germany has worked so hard to 
put behind it. It is much more likely that a German 
ascendancy within the ev will be felt first in internal 
matters. Germany has taught itself to respect the de- 
volution of power, whereas France is marked still by 
the Colbertist urge to centralise. Germany is less in- 
stinctively protectionist than France, because it has 
grown rich by exporting manufactured goods. Ger- 
many is much less keen than France on redistribu- 
tive spending policies for the £u, because Germany 
tends to end up footing the bill. On each point Ger- 
many’s model is the better one. On each point its as- 
cendancy will make Europe a better place. 
mentit 





The ageing alliance 


HATEVER Europe does, it measures itself 
against America. Europe and America are the 
two centres of western values, of westem hopes. 
Their partnership is one of likes but not of equals. It 
answers to Bismarck’s description of “hegemony” as 


an unequal relationship established between a great power 
and one or more smaller powers which is nevertheless 
based on the juridical or formal equality of all the states 
concerned. It is not an empire. It is not based on ‘ruler’ and 


‘ruled’ but on ‘leadership’ and ‘followers’. 
But “hegemony” is not a nice word. For most public 
purposes America and Europe have an “alliance”. 
The principles of that alliance were fairly straight- 
forward so long as the Soviet Union controlled the 


tainment of communism as its own most vital na- 
tional interest. So it lent Europe the resources, and 
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Ploughshares into swords 


Te European Union spends $45 bil- 
lion a year of taxpayers’ money on 
subsidising farmers through the com- 
mon agricultural policy. Taxpayers are 
fleeced a second time as consumers, be- 
cause the eu protects and rigs the mar- 
ket in farm goods to ensure that con- 
sumers have to pay artificially high 
prices for their food. The system makes 
nobody happy. It encourages high levels 
of fraud. It appears to encourage the in- 
dustrialised production of food by dis- 
gusting means. And it creates a riot- 
prone caste of subsidy-addicted farmers 
who, despite the transfers they receive 
from the taxpayer, frequently declare 
themselves poor and miserable. 

At the same time the eu wants to de- 
velop a common defence capacity that 
will help it punch its collective weight in 
the world and so make it less dependent 
on America for its security. But unless 
European defence spending and pro- 
curement programmes change funda- 
mentally, Europe’s forces will be woe- 
fully under-armed when measured 
against America’s. Europe spends only a 
third as much as America on research 
and development for defence. The 
maintenance of national armies and na- 
tional weapons programmes within the 
EU denies the European defence estab- 
lishment the economies of scale avail- 


able to its counterpart in the United 
States. That leaves the Europeans lag- 
ging behind in most areas of high- 
technology weaponry, the research and 
development for which strains even a 
Pentagon-sized budget. 

Hence this modest proposal: let the 
EU stop wasting $45 billion a year on 
driving up the price of food, and let it 
use the money to pay for a new research 
and development agency serving the 
European defence industry. At a stroke, 
European spending on defence research 





A completely mad idea 
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would outstrip even that of the United 
States. And, since national governments 
would be mad to waste their taxpayers’ 
money maintaining rival weapons pro- 
grammes of their own when world- 
beating European designs were avail- 
able and paid for, over time European 
armies would end up with the same 
weapons. This would help ensure a 
common defence capacity that worked 
efficiently in practice, and assist an 
eventual merging of forces if that was 
the way Europe wanted to go. 

Defence research is one of the very 
rare industries in which an economic 
case could be made for £u intervention. 
It is already dominated by government 
policy, not by market forces. Managing 
it at a European level would generate 
economies of scale without loss of pre- 
vious market efficiency. Contrast that 
with the common agricultural policy, 
where Eu intervention demands a tire- 
less fight against market forces that 
would otherwise help to deliver good 
cheap food to the European table. 

Atlanticists should support a switch 
in Eu spending from farms to defence, 
because it will answer to American de- 
mands that Europe do more to provide 
for its own defence. Anti-Atlanticists 
should applaud the idea because it will 
help Europe to provide credibly for its 
own security. Farmers, of course, will 
scream blue murder. It is hard to imag- 
ine a better set of incentives. 








—— 





bar the way to communism on this most critical 
front. The creation of naro was the formal means 
by which the Europeans obtained an unconditional 
security guarantee from America, and gave obedi- 
ence in return. 

Even after the Soviet Union collapsed in 1989-91, 
the security arrangements binding America to Eu- 
rope changed little in form. Two years ago Zbigniew 
Brzezinski, who served as national security adviser 
during Jimmy Carter's presidency, characterised 
Western Europe as “largely an American protector- 
ate, with its allied states reminiscent of ancient vas- 
sals and tributaries.” He thought this arrangement 
unhealthy for both sides. 

NATO's war in Kosovo this year may prove to 
have been the shock needed to bring about change. 
For the European governments, the spectacle of 
American power unleashed in their corner of the 
map was frightening and chastening. They found 
most of their weaponry humiliatingly obsolete 
when set against the American arsenal of stealth 
bombers and precision-guided missiles. Once be- 
gun, this became an American war run from the 
White House and the Pentagon over which the Eu- 
ropeans had little political influence. 

That experience has caused a surge of interest 
among leading £u governments in creating a Euro- 
pean security and defence identity. This would not 
mean a single European army—at least, not for a 
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very long time. But it would mean national armies 
organised and equipped in sufficiently similar ways 
to allow them to combine easily for joint operations. 
It should mean giving Europe access to NATO re- 
sources for actions in which America did not take 
part. It could mean some co-ordinating and pooling 
of national spending on weaponry and weapons re- 
search, to achieve economies of scale and to acquire 
expensive items such as satellites and large-payload 
aircraft which Europe as a whole might need but 
which no one country would buy for itself alone 
(see box). 

A change of policy by the British goverment 
helped clear the way for this departure. Tony Blair 
has declared Britain’s support for the cause of a 
more European defence, breaking with the previous 
British position that any such moves should be re- 
sisted for fear of damaging NATO. 

America, too, would once have had reservations 
about this European change of heart. At least while 
the cold war lasted, Nato was so crucial to Ameri- 
can security that anything with the potential to 
complicate or obstruct clear American command 
was to be avoided at all costs. George Robertson, the 
new secretary-general of NATO, has spoken of Amer- 
ica as suffering from “a sort of schizophrenia”. It was 

...on the one hand saying, ‘You Europeans have got to carry 
more of the burden.’ And then, when the Europeans say, 
‘OK, we will carry more of the burden,’ they say, ‘Well, wait 
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But the Americans are not leaving yours just yet 


a minute, are you trying to tell us to go home?’ 


Richard Haass, director of foreign-policy studies 
at the Brookings Institution, an American think- 
tank, says things are different now. America has lost 
the reservations it might once have had about a 
more autonomous European defence. “The old atti- 
tudes to Europe were for when the issues in Europe 
were vital ones [for America]. Most of the issues are 
less than vital now. So by definition we are more tol- 
erant,” says Mr Haass. The bigger irritant to transat- 
lantic relations, he suggests, would be a Europe 

too weak politically or militarily or economically to be a 
partner. The United States is looking for partners. We're the 
sheriff, and we're looking for people to ride with us. If we 
have to do it all alone, there will be tremendous resentment 
on our part. 


America may also feel it can show indulgence to- 
wards this potential shift in European defence pol- 
icy because it does not expect it to come to anything 
much, According to Robin Niblett, a senior fellow at 
the Centre for Strategic and International Studies in 
Washington, pc: 
A European security and defence identity is still seen by 
those who study it as the germ of a process that might allow 
Europeans to come up with common perspectives on con- 
fronting security dilemmas. But no one here believes that in 
the next ten or 15 years there will be a defence identity 
which is separate from, or competitive with, NATO. 


There again, 15 years is not such a long time in 
world politics. And it may even be less. One reason 
is that America has been confronting talk of a Euro- 
pean defence identity mainly within the context of 
NATO, where the scope for structural innovation is 
limited. But the European countries are doing their 
talking and thinking mainly within the context of 
the £u, where they have long experience of institu- 
tion-building. Monetary union has taught them 
much about using treaties and peer-pressure to 
make countries work together. 

As a first step towards institutionalising a com- 
mon defence role, Eu countries are proposing to co- 
opt the Western European Union, a semi-dormant 
defence alliance dominated by £u countries, into 
the £u’s treaty structures. Governments are also 














warming to the idea of “convergence criteria” for de- 
fence spending—common targets which would 
help bring their spending levels and priorities grad- 
ually into balance. Francois Heisbourg, a French de- 
fence expert, has suggested that the criteria should 
include a commitment by each government to 
spend at least 40% of its total defence budget on re- 
search and development; to reduce troop levels to 
no more than 0.3% of the population; and not to cut 
defence spending per head below its current nation- 
al level. 

A second reason why Europe may develop its 
own defence capacity more briskly is that since the 
Kosovo war many European governments have 
been more dubious about relying on American lead- 
ership. France comes closest to frankness. Its foreign 
minister, Hubert Védrine, talks of America as a “hy- 
perpower”, and says Europe should “constitute a 
factor of equilibrium” in the world. 


Don’t get us wrong 


No advocate of European defence is suggesting that 
Europe might one day find itself squaring off against 
America. The issue is rather Europe’s need to make 
sure it can pursue its own priorities in its own way. 
Even now these do not always fit with American 
priorities. Relative to America, Europe is, for exam- 
ple, less fixated with China, less hostile towards 
Iran, more respectful of the United Nations, some- 
what more supportive of the Palestinian cause, and 
far more open to Cuba. 

All this pictures Europe as a far more coherent 
actor in foreign policy than it is now, and than it 
may be for a decade and more. Within Europe, there 
are divisions on foreign policy at least as sharp as 
any between the eu and America. For example, 
France and Britain disagree about policy towards 
Iraq, and Greece has off-centre views about Serbia 
and Turkey. So there is a clear danger that European 
governments may grow intoxicated with the possi- 
bilities of acommon defence policy long before they 
have a common foreign policy to go with it. That is 
the biggest risk in the whole enterprise. But it is one 
that will have to be taken, assuming the £u can get 
its act together at all. 

The arguments for a common defence capacity 
are compelling. The economic one is conclusive in it- 
self. Eu countries spend 60% of what America does 
on defence, but dissipate most of that money on 
oversized standing armies and on arsenals of little 
practical value. A common defence policy which 
led to a rationalisation (not a reduction) of spending 
and resources would offer huge gains in the assets 
taxpayers received for their money. 

The strategic argument says, in essence: “You 
never know.” America is a foreign country and a 
long way away (although Britons are often blind to 
the first of those points). However sound transatlan- 
tic relations may be at any given time, a prudent Eu- 
rope cannot pursue a long-term policy of depen- 
dence on America, because Europe cannot possibly 
have any guarantees about the future direction of 
American policy. Hostility is highly unlikely. Indif- 
ference or incomprehension are perfectly possible. 
So if Europe can provide for its own security, it 
should do so. And if America approves, so much the 
better. 
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ANY people are sceptical about the likelihood 
of Europe ever arriving at a common defence 
capacity, or a common foreign policy. But people 
have been sceptical about many things that Europe 
has ended up doing. Anecdotal history contends 
that a British civil servant, dispatched to observe a 
conference in Brussels in 1955 from which the Euro- 
pean Economic Community was born, dismissed 
the ideas he heard in the following terms: 
| The future treaty which you are discussing has no chance of 
being agreed. If it was agreed, it would have no chance of 
being ratified. And if it was ratified, it would have no 
chance of being applied. 
Even if it was applied, he concluded, it would be “to- 
tally unacceptable” to Britain. And he left. 

When the same main European actors declared 
their intention to launch a single currency for Eu- 
rope, the British prime minister of the day, John Ma- 
jor, declared in the pages of this newspaper in 1993 
that preparations for the project had “all the quaint- 
ness of a rain dance.” When monetary union was 
duly introduced, Britain stayed out, together with 
Sweden and Denmark (voluntarily) and Greece (be- 
cause it could not meet the entry criteria). 

Monetary union went ahead because its found- 
ing fathers, Chancellor Kohl of Germany and Presi- 
dent Mitterrand of France, were strong enough to 
have their way and indifferent to dissenting views. 
The result is a pleasing novelty: the first apparently 
successful attempt by several countries to share the 
same currency. 

One curiosity of the euro is that it will not be 
available as cash until the start of 2002. Gov- 
ernments claim this delay was forced on them be- 
cause the physical currency could not be produced 
in time. But considering what governments can do 
when they really want to, the interlude can be 
treated as a policy decision. With hindsight, 
it was an excessively cautious one. Public 
opinion has accepted the euro readily 
enough in theory, and would prob- 
ably now accept it in practice. 

For European firms and inves- 
tors, by contrast, the euro 
has been a reality since last 
January. Capital markets 
have been booming in 
response: bond issues 
by European firms in the 
first three quarters of this 
year have been running at 
roughly triple their rate in 1998 (see 
chart 4). 

One reason companies want to 
borrow is that the new European 
Central Bank has kept interest rates 
relatively low. That, more than any 
other factor, is why the euro has been 
soft since launch. 

Another reason for the borrow- 
ing boom is the rise in mergers and 
acquisitions in Europe. Deals worth 
almost $500 billion were done in the 
first half of this year alone, roughly 





y 





THE ECONOMIST OCTOBER 23RD 1999 









gos 





EUROPE SURVEY 9 


Year zero for the euro 


five times as much as when merger fever last peaked 
in 1990. Many are driven by the expectation that a 
single currency will make European markets for 
goods and services more integrated and more effi- 
cient, so European firms will need to become more 
integrated and efficient too in order to compete 
against one another—and against the big foreign en- 
trants for which Europe will be- 


A continent joined 
at the wallet 





come a more attractive market as its 
internal barriers disappear. 

A wave of consolidation has 
been sweeping through European 
industries including banking, retail- 
ing and defence manufacturing. The 
early mergers have been mostly do- 
mestic. Domestic mergers are com- 
ing first because they are easier to 
manage in practical terms (only one 
set of laws and regulators to satisfy); 
because they usually offer more 
scope for cost-cutting; and because 
they are encouraged by govern- 
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Not so funny money 
Value of corporate EU bond issues 
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ments that want “national champi- 
ons”. France is the main throwback here. But once 
the easy domestic mergers are done, cross-border 
ones will follow. 

Governments ought to welcome this trend, be- 
cause it makes European industry more efficient. 
The main drawback is that takeovers often cause 
short-term job losses. The key question for Europe is 
whether jobs lost in the restructuring of mature 
firms can be offset or better—as in America—by jobs 
created in new and growing firms. The euro should 
help achieve this result by increasing the flexibility 
of the European capital markets. 

The disappearance of currency risk and ex- 
change costs for investors within the euro- 

zone in principle means more liquid 
markets for all securities. With oth- 
er costs and risks diminishing, in- 
A vestors are free to accept a higher 
s degree of credit risk in the bonds 
they buy. The capital markets 
thus open to a wider range of 
borrowers, which is another rea- 
son for this year’s issue boom. 
First-time issuers are flocking for 
credit ratings. 
The more easily European firms 
and entrepreneurs can raise money in these 
more liquid European markets, especially for 
risky and innovative schemes, the more easily 
they can make new investments and create 
new jobs. In this respect, the euro may help 
make Europe more like America, where ac- 
cess to capital has been central to the rise of 
new high-technology industries. 

This is a matter of first importance for 
Europe and for the euro. Unemployment 
across the euro-zone stands at 10.2%, more 

than twice the level in America. European 
unemployment is kept high mainly by gov- 
ernment policies which make it expensive for 
firms to hire and fire people. But governments 
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Here’s the beef 


ETAILERS across Europe are trem- 

bling at the thought that Wal-Mart, 
America’s and the world’s biggest retail- 
er, may be charging into their markets. 
Wal-Mart paid $11 billion earlier this 
| | year for a British supermarket chain, As- 
da, and has plenty more to spend. 

But Eu governments should reserve 
a particular welcome for any takeovers 
of European by American firms. An in- 
tertwining of the American and Euro- 
pean economies through foreign direct 


























counterbalancing the trade friction 
which has become a serious irritant to 
transatlantic relations. The more that 
Americans firms produce or source 
their goods in Europe, the more opposi- 
tion there will be in America to pe- 
nalising imports from Europe. 

America is going to be sorely tempt- 





investment offers the best hope of 


ed in that direction. Recent trade scuf- 
fles over bananas, hormone-treated 
beef and “hush-kits” for noisy aero- 
planes are as nothing compared with 
the brawls ahead over genetically modi- 
fied foods. Soon almost all American 
farm exports will contain genetically 
modified materials. At the same. time 
European consumers are hardening in 
their sincere (if possibly misguided) be- 
lief that foods of this sort carry risks to 
health and the environment. There is a 
genuine mismatch of views here. Euro- 
pean governments are more sympathet- 
ic to “green” and consumerist agendas 
where these touch on trade. The Ameri- 
can government is not. 

Europeans might even say it was 
misleading to think of some transatlan- 
tic trade rows as trade rows at all. They 
are disagreements about health (cm 


food), or the environment (hush-kits for 
aircraft), or development (bananas). 
They manifest themselves as trade rows 
because then they can be: resolved at 
the World Trade Organisation. 

America snorts disbelief in return. It 
thinks that Europe is finding fancy argu- 
ments for plain. protectionism. The 
forthcoming Seattle round of world 
trade talks already has both sides paw- 
ing the earth. 

One worrying political point is that 
trade represents the external activity in 
which the eu is most perfectly united. 
European governments pursue a single 
trade policy and instruct a single trade 
negotiator to act on behalf of them all. 
This makes it the one area in which, for 
all practical purposes, Europe is the 
equal of America. It is also the area in 
which Europe and America squabble 
most fiercely. Not the most encouraging 
advertisement, an American might 
think, for more European integration. 


























Joining is hard, 
and rightly so 


prefer to blame the problem on general economic 
conditions, Monetary policy, now that it rests with 
the European Central Bank, becomes an easy target 
for them. So, rightly or wrongly, voters will. be en- 
couraged to judge the euro by its perceived effect.on 
employment. 


For our next trick 


For Eu countries still outside the monetary union, 
perhaps the biggest question about the euro. is 
whether its arrival will indeed lead to a full political 
union within the tu. This prospect has excited both 
supporters and opponents of the monetary union in 
different ways. The answer is that monetary union 
will push the eu towards political union, but not 
guarantee it. This is because the basis of national 
policy is national interest, and national interest has 
a large economic component. A single European 
currency will encourage a European economy 
which is at least as integrated as any national econ- 
omy is now. So it seems to follow that national inter- 
est will be displaced over time by a “European inter- 


est” for the countries within the monetary union. 
This creation of a European interest will fulfil a nec- 
essary precondition for the formation of true Euro- 
pean policy, but not a sufficient precondition for a 
political union to produce it. 

It is hard to say what this “European interest” 
will amount to. But since it will emanate from coun- 
tries united in their financial interests before their 
other interests, initially at any rate it is likely tomean 
a very mercenary view of the world. 

This line of reasoning suggests that EU countries 
that remain outside the monetary union will find 
the European Union an increasingly uncomfortable 
place. They will be pushed to the margins of deci- 
sion-making. For Britain especially, this poses a di- 
lemma. British public opinion is deeply divided 
about the virtues of monetary union. And Britain is 
big enough, just, to go it alone. It has a real choice. So 
Mr Blair is running a big risk by entangling British 
foreign policy and British defence policy with com- 
mon European policies in these areas before the 
question of monetary union has been resolved. 

a B 





Wider still, and why 


O MUCH for the deepening of the European Un- 

ion. There is also the widening, far into the lands 
of Central and Eastern Europe that invading armies 
from east and west have contested for a thousand 
years. The half of this century from 1939 to 1989 was 
unusually traumatic for those lands even by historic 
standards. The whole region from the Baltic Sea to 
the Black Sea was devastated quickly by Nazi ar- 
mies, then slowly by Soviet occupation. 

After that awful interlude, governments across 
Central and Eastern Europe have declared almost 
unanimously their desire to adopt, or return to, a lib- 
eral political and economic model based on the rule 


of law, democratic elections, free speech and free 
markets. They want to bind themselves to that mod- 
el, and to their western neighbours, through mem- 
bership of the £u. Most want to join NATO as well, 
but this has become a secondary aim as the sense of 
strategic threat has faded. 

As a result, the eU now has membership appli- 
cations from 12 countries before it, ten of them from 
Central and Eastern Europe. The other recognised 
candidates are Cyprus and Malta. Turkey may yet 
join the list (see next article). By the time these appli- 
cations have been dealt with, another dozen coun- 
tries will be forming a second. queue behind. These 


THE ECONOMIST OCTOBER 23RD. 1999. 








will include at least five or six more from South-East 
Europe: the war in Kosovo has given that region a 
new claim on Europe's attention, and has persuad- 
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ed gu leaders that they must offer even these be- 
draggled cousins a “European perspective” as an in- 
centive to keep the peace. 

The ev has enlarged before, but never on such a 
scale. In the past it has admitted countries in small 
groups which fitted more easily with its existing 
membership. That changed when the cold war end- 
ed. The eu decided it should be open in principle to 
any post-communist country in Europe which 
showed the appetite and capacity for reform. Since 
the Kosovo war it has grown more solicitous still. 
The view now seems to be that the wilder and wool- 
lier any country on Europe’s margins, the greater the 
urgency of bringing it into some sort of stabilising re- 
lationship with the £u. 


Spreading peace and prosperity 

But is it possible for the £u to export stability to less 
favoured parts of Europe without at the same time 
importing an equal amount of instability into its 
own ranks? After all, each country that joins will 
have a vote in the Council of Ministers: this matters 
all the more when a growing number of decisions 
are going to be reached by majority voting, as inev- 
itably they will be. Getting this enlargement right is 
the single greatest challenge, and potentially the 
most rewarding one, that the £u will ever encounter. 
The more of Europe it can bring 
into its charmed circle of peace 
and prosperity, the more perfect 
the peace and security of all Euro- 
pean countries will be. 

However desirable the goal, 
achieving it means long and intri- 
cate tactical manoeuvring on all 
sides. The Eu must change if it is 
to accommodate so many new 
and diverse countries; the appli- 
cant countries must change if 
they are to integrate successfully 
into the eu. Friction is more or 
less guaranteed. Each side wants 
the other to give a little more. 

Several applicant countries 
have criticised the £u for sending 
out confusing signals about its intentions. The sorest 
point has been the persistent refusal of European 
leaders to set even a provisional target date for ad- 
mitting the first new members. Candidates com- 
plain that they cannot carry on indefinitely with the 
contentious and costly reforms needed to qualify 
for membership without some firm date to concen- 
trate minds and stiffen backbones at home. They 
suspect some EU governments want to put off en- 
largement for fear that it will be unpopular with 
their voters, or that the new entrants will monopol- 
ise EU spending. 

Until European leaders pronounce on the sub- 
ject, nobody can be sure whether the first accessions 
might come as soon as 2003 (the date first pencilled 
into eu plans) or as late as 2010 (the pessimistic var- 
iant favoured quietly by some Eu governments). The 
impatience of the applicant countries may possibly 
squeeze some sort of target date out of £u leaders 
when they meet in Lisbon in June 2000. 
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A European perspective 





Another source of friction has been the £u’s di- 
vision of the 12 applicants into two groups. A first six 
were invited to begin detailed bilateral negotiations 
in the course of 1998; the others were left trailing 
loosely behind. The commission denied that this re- 
vealed any fixed order of preference among the can- 
didates, saying that it was more a matter of adminis- 
trative convenience. But the exercise certainly 
revealed the commission’s expectations, and pro- 
duced unwelcome effects. It encouraged compla- 
cency within the leading group of candidates and 
frustration among the excluded. It could and should 
have been done better. But the commission may be 
forgiven some maladroitness, since privately it is just 
as daunted and even baffled by this enlargement as 
any of the candidate countries. Never before has it 
had to take such an active role in the grooming of 
candidates. Never before has it dealt with so many 
countries so different from the eu in their recent 
economic and cultural history. 

In general terms, each appli- 
cant country must persuade the 
EU that it practises “liberty, de- 
mocracy, respect for human 
rights and fundamental free- 
doms, and the rule of law”. It 
must show that it has the quality 
of government needed to cope 
with the political and economic 
obligations of membership. But 
the devil is in the detail. The £u’s 
inventory of laws and standards 
(the acquis communautaire) 
runs to more than 80,000 pages. 
The commission works with each 
applicant country to discover 
where existing local laws contra- 
dict or fall short of community 
norms, and helps draw up plans for closing the gaps. 

This insistence on the acquis irritates many sup- 
porters of enlargement. Timothy Garton Ash, a Brit- 
ish historian, was among the signatories of a letter 
published in Le Monde in August which described 
the obligations on the candidates as “a labour of 
Sisyphus... The acquis is growing faster than the ca- 
pacity of Eastern European law to integrate it.” 

This is a neat but misleading conceit. One of the 
better points about the acquis is that it provides ap- 
plicant countries with a large corpus of ready-made 
legislation for completing and modernising their na- 
tional codes. According to Vilis Kristopans, who 
stepped down this year as prime minister of Latvia, 
“It is not as though we have a complete system of 
legislation built up over hundreds of years. Many of 
our laws have been drafted since we regained our 
independence. We are designing our legislative sys- 
tem together with the £u.” 

Mr Garton Ash et al are on firmer ground when 








A little local difference 

Applicants, 1998 GDP per Farm workers as 
Population, m GDP, Sbn person,$ of % labour force 

EU-15 373.9 0 8,857 

EU applicant-12 106.2" ES 347 270 

Top applicant Poland, 38.7 Poland, 136 Cyprus, 13,636 

Bottom applicant Malta, 0.4 Malta, 3 Bulgaria, 1,227 

Sources: EIU, OECD 
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Not quite to 
the Urals 


they-pointto “a striking asymmetry in the processof -pi 
institutional adaptation needed for eu enlarge- 


ment”. While applicant countries have been chew- 
ing doggedly through the acquis, the European Un- 
ion has done little to make its own institutions ready 
for enlargement. The one vital constitutional change 
it has so far slipped through (in the Amsterdam trea- 
ty) has been purely defensive in character. The 
Council of Ministers and the European Parliament, 
acting together, can now suspend the voting rights 
of a country in which democracy appears to have 
lapsed. That gives other EU countries some insur- 
ance when admitting a fragile democracy—Slovakia 
is the common but usually unspoken worry in this 
category—which may yet slip back into authoritar- 
ian rule or worse. 

EU governments have promised to decide next 
year on a formula for allocating votes in the Council 
of Ministers when new countries join. They may 
also agree that more decisions there should be made 
by majority vote: otherwise the proliferation of na- 
tional vetoes might stop any decisions being taken 
at all. They will also decide on how best to cap the 
number of European commissioners, which may 
mean that not all countries will be able to nominate 
a commissioner. 

These internal reforms constitute the last big 


-end of next year), there will be no further excuse for 


condition for enlargement from the £v’s side. 
Once they have been written into.a new trédty and 
that treaty has been signed (which may be-at the 






muttering vaguely about the problems of fixing 
dates. Eu leaders will have to face up to the fact that 
two or three countries (Estonia and Hungary, per- 
haps Poland) will be ready for entry by any objec- 
tive criteria in only a year or two. 

It may be easier than they expect. For one thing, 
the big ru economies are regaining their strength. 
That should mean more falls in unemployment, 
and less fear in richer countries that enlargement 
will cut jobs and drive down wages. Another help- 
ful change is that the war in Kosovo has persuaded 
the European public that Eastern and Western Eu- 
rope are indeed connected, so there should be more 
sympathy for the strategic aspects of enlargement. 

Lastly, the eu has history at its back. A duty to 
history may be a difficult thing for a modern politi- 
cian to reconcile with the niceties of democracy, but 
it exists, and in this case it is clear. It is to construe the 
requirements for membership generously, and to 
admit rapidly those countries with a plausible gov- 
ernment and a western vocation. In practice, that 
means starting to admit the countries of Central and 
Eastern Europe without much further delay. 





Limit cases 


NE question dogging the eu as it pushes east- 

wards is how well it can manage relations with 
three countries that will test and define its limits. 
They are Russia, Ukraine, and Turkey. Each presents 
a different sort of problem: or at least Russia and Uk- 
raine do. Turkey, which the eu decided foolishly 
and clumsily in December 1997 to exclude com- 
pletely from the current round of enlargement talks, 
has been looking much more reassuring of late. The 
“problem” of Turkey may yet turn out to be an op- 
portunity. 

When it was snubbed in 1997, Turkey spoke as 
though the break was definitive. It looked set to re- 
nounce all future interest in the £u, treat America as 
its sole western friend, redirect its foreign-policy en- 
ergies towards a new and fast-growing economic 
role in Central Asia, and probably become a less sec- 
ular state in the process. 

This would not have caused the £u any short- 
term heartbreak, but in the long term it would have 
meant missing out on a huge opportunity. The Eu 
would have lost its one plausible chance of building 
a bridge into the Islamic world that lies to its south 
and east. Plans for a European “defence identity” 
within narto could suffer because, as a member of 
NATO, Turkey could block zu initiatives there. An 
Eu-Turkey rift would also threaten to aggravate two 
of the eu’s worst backyard problems: the constant 
squabbling between Turkey and Greece, and the de- 
facto partition of Cyprus. 

The past three months have brought a marked 
change for the better, though at a high cost: the main 
catalyst was a horribly destructive earthquake in 
Turkey in August which killed perhaps 15,000 peo- 
ple. It provoked an outpouring of sympathy from 


Greece that has, for the moment at least, trans- 
formed those countries’ bilateral relations for the 
better. This creates an opportunity for rapproche- 
ment that the eu should seize by confirming Turkey 
as a candidate for EU membership when European 
leaders meet next at Helsinki in December. 

This will not imply indifference towards Tur- 
key’s poor human-rights record, nor towards the 
strong role of its military in politics. Such things 
must loom large in the years of negotiation that will 
follow. Turkey has already said that it understands 
the Eu’s requirements for members to respect de- 
mocracy, human rights and the rule of law, and that 
it does not expect to join without satisfying them. 

Here, too, there are grounds for optimism. The 
biggest one is that Turkey’s struggle against Kurdish 
separatists, often invoked by the government and 
the army to justify policies of repression, has abated 
with the capture of Abdullah Ocalan, the Kurdish 
leader. In September the Kurdistan Workers’ Party, 
Mr Ocalan’s movement, announced a unilateral 
ceasefire. This may open the way for an eventual ac- 
commodation based on recognition of “cultural 
rights” for the Kurds, rather than the separate politi- 
cal ones long demanded. 

Another encouraging sign has been a call by Sa- 


-mi Selcuk, president of the Turkish appeal court, for 


a revision of the constitution. The present one, intro- 
duced in 1982 after a military coup, allows little en- 
forceable protection of human rights. 

The prospect of closer relations with the Eu can 
only encourage those within Turkey. who want to 
move their country towards the eu model. It would 
be not much short of a disaster for Europe and Tur- 
key alike if this (possibly final) chance of befriend- 
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ing Turkey were to be muffed. 

In the case of Russia, there is 
no such good news—save per- 
haps that the conundrum of 
whether it might qualify for eu 
membership will probably not 
arise for another century or two. 
Some Russian politicians pro- 
claim from time to time that they 
would like their country to join 
the eu. Some European politi- 
cians encourage those aspira- 
tions. But Russia is too big a coun- 
try for Europe to contain. It could 
never commit itself fully to the 
Eu, even if it proved able one day 
to adopt a western political and 
economic model. For the foresee- 
able future, the problem with 
Russia is solely one of managing relations. 

It is hard to imagine a more difficult test. For one 
thing, the Russian state and government have been 
unstable since independence in 1991. Democracy 
has been deeply compromised and may yet col- 
lapse outright. There is no rule of law at any level, es- 
pecially the highest. Government is engaged in a 
permanent power struggle shot through with cor- 
ruption. There is no coherent or consistent policy in 
any field, domestic or foreign. Aid, when offered, 
has been wasted or stolen. 

The result is a huge gap between the values of 
Russia and those of the £u. For the moment it is get- 
ting wider, not narrower. One measure of that gap is 
Russia’s instinctive support for Slobodan Milosevic 
in Serbia. Another is the cynical Russian policy of 
leaving an army parked illegally in the eastern half 
of Moldova for the past seven years, undermining 
the sovereignty of that state. A third is the long Rus- 
sian campaign of bullying and abuse against the 
three Baltic countries. 


Some time, never 


In these circumstances there is little or nothing that 
Europe can do to develop positive bilateral relations 
of substance with Russia. The £u’s policy towards 
Russia should consist of politeness and flattery 
alone. They cost nothing. They do no obvious harm. 
And, who knows, they might even be reciprocated. 

But what if Russia starts picking arguments with 
the £u? It may well do so over the Baltic countries, 
for example, by claiming officially (as it has already 
done sotto voce) that bringing them into the eu will 
deny Russia vital markets there. The answer is that 
the eu cannot possibly allow Russian objections to 
frustrate a negotiation in which Russia has no prop- 
er place. 

The big Russia-related policy problem will come 
with another country: Ukraine. For Ukraine is a Eu- 
ropean country on any reasonable definition. It has 
a fragile democracy in need of reinforcement (an ar- 
gument, nowadays, for closer association with the 
EU). Yet it has not so far been invited to apply for eu 
membership. It has the bad luck to be a long way 
from the Balkans, so it has fallen behind even Bos- 
nia or Macedonia in any imaginary queue of future 
candidates. It is as if Ukraine occupies some blind 
spot in the Eu’s view of the world. A puzzled Leonid 
Kuchma, Ukraine's president, asked in July: “Could 
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you explain the strategy of the Eu- 
ropean Union towards Ukraine? 
When we ask such a question, we 
do not understand the answer.” 

An honest question deserves 
an honest answer. First, the gov- 
ernance of Ukraine is a near- 
hopeless mess. This is less widely 
known than it ought to be, be- 
cause Ukraine (unlike Russia) has 
an able foreign ministry and a 
highly persuasive foreign minis- 
ter, Borys Tarasyuk. It knows how 
to lobby the West. But the record 
of the government at home is 
rock-bottom. Corruption is ram- 
pant, investment is nearly non- 
existent, public services are abys- 
mal. Ukraine is more of a sham- 
bles than any country which the £u has so far 
recognised as a candidate. 

Second, Russia still tends to see Ukraine as an ex- 
tension of itself. It has learnt to pay lip-service to Uk- 
rainian sovereignty, but only in public, and not al- 
ways then. A foreign-policy adviser to President 
Boris Yeltsin once referred to Ukraine as “a tempo- 
rary phenomenon”. The £u, of course, views the 
sovereignty of Ukraine, however recently acquired, 
as being as inalienable as that of any other state. But 
even if Russia and Ukraine have separate legal iden- 
tities, physically and culturally they are Siamese 
twins. Their trade ties are close. They have visa-free 
travel. Ukraine runs on Russian oil and gas. The Rus- 
sian navy’s Black Sea fleet berths in a Ukrainian 
port. For Ukraine to enter the Eu would mean either 
an end to its present near-borderless relations with 
Russia, or a willingness on the part of the Eu to ac- 
cept interconnection with Russia via Ukraine. The 
first is inconceivable for Russia. The second is not 
much more conceivable for the £u. 

Third, there is a strong strategic argument for 
bolstering Ukraine as a democracy and as a sover- 
eign state. A further collapse would threaten Euro- 
pean security by creating a giant new zone of out- 
right lawlessness and by inviting a Russian 
intervention. This is why the £u cannot quite bring 
itself to write off Ukraine entirely. But nor can it 
imagine “saving” Ukraine as it is doing in Bosnia, 
say, or is intending to do in other Balkan countries 
and perhaps one day in Moldova. Ukraine is too big. 
It has the territory and population of another 
France. It must save itself. 

So no wonder the Eu sounds incoherent on the 
subject of Ukraine. It has nothing 
much helpful to say, and would 
rather not say anything unhelpful. meet 
The Eu’s best hope now is that en- 
largement may help Ukraine, not 
by including it but by giving it role 
models in the immediate vicinity. 
The ways of reform may prove easi- 
er (and cheaper) to learn by observ- 
ing Poland next door than by listen- 
ing to management consultants 
flown in from Britain and America. 
And if they are not learnt, too bad. 
Even the eu has to stop somewhere. 
a 
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Let governments do 
more, and 
commissioners less 








City of hypocrites 

ND so, at last, to Brussels, a city which has kindly 

offered up its name as a shorthand term for ev- 
erything that is least popular about the European 
Union: waste, small-scale corruption, pettifogging 
bureaucracy, arrogant officialdom, impenetrable in- 
stitutions. The magnificence of the European project 
stops at the city gates. Brussels is not so much the 
capital of Europe, more the back office. 

When sceptical politicians sneer at “Brussels” 
and its ways, they usually have in mind the Euro- 
pean Commission. This one-off institution was 
created by the eu’s founding treaties as a suprana- 
tional body acting in the interests of European inte- 
gration and of the Eu as a whole. The commissioners 
who head it are nominated by national govern- 
ments but, once appointed, they are not supposed 
to take orders from their governments. They have 
the sole right to propose legislation for the Union, al- 
though it is for governments (meeting in the Council 
of Ministers) and the European Parliament to decide 
what is enacted. The commission’s 16,000 profes- 
sional staff make up the bulk of the Ev’s civil service. 

The recent history of the commission consists of 
a long gain in power and reputation under the presi- 
dency of France’s Jacques Delors, from 1985 to 1994; 
and a sharp descent under the presidency of Luxem- 
bourg’s Jacques Santer, from 1995 to 1999. 

Up to and including the Delors years, any new 
steps in European integration relied heavily on the 
ability of the commission, with the European Parlia- 
ment at its back, to prod and persuade national gov- 
ernments into collaborating. When the mood was 
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right and the commission was strong, great things 
could be done. The Delors commission’s triumph | 
was the single market, largely completed in 1992, 
which abolished national barriers to the free flow of 
most goods and services across the Eu. | 

Mr Delors also played a central role in the early 
planning for a single currency. But as soon as mone- 
tary union was becoming a reality, by which time 
Mr Delors had yielded to Mr Santer, the commission 
began its decline. Well-intentioned in theory, banal 
and floundering in practice, Mr Santer promised 
memorably to “do less, do better”. He had never 
quite got round to the second half of his agenda by 
the time his commission resigned in March. An in- 
dependent inquiry had implicated several of its 
members in cases of mismanagement, nepotism 
and petty fraud. 

A new commission has since taken office under 
Romano Prodi, a former prime minister of Italy. Mr 
Prodi is a more accomplished politician and a more 
persuasive public figure. He also has bigger ideas. He 
speaks as though the commission can regain the sort 
of drive and authority it enjoyed under Mr Delors. 
But it will not. Its glory days are gone. 

Monetary union was the watershed. It was a vi- 
tal project for European integration, yet judged too 
vital by governments to be handed over to the com- 
mission. Governments reserved to themselves all 
policy decisions relating to it. They set up an inde- 
pendent central bank to manage the currency and 
fix monetary policy. Since then governments have 
been drawn towards the development of common 
foreign, security and defence policies for Europe, 
and have applied the same logic. Like money, these 
areas are true heartlands of national interest. They 
may have to be surrendered to the European inter- 
est, but that does not mean surrendering them to the 
European Commission. For the moment at least, the 
limits to supranationalism have been reached. 





Before and after 


The result is a basic shift in the model of European 
integration. It is no longer driven by the commission, 
but by the desire of governments to do things 
among themselves. A line is being drawn under the 
activities of the EU up to, but not quite including, 
monetary union. The programmes originating in 
that first era—including farm subsidies, regional aid, 
enlargement, the single market and competition 
policy—will be managed by the commission. Those 
coming after are the affair of governments, which 
will manage them collectively and directly. Justice 
and home affairs, which has become a big new poli- 
cy area since the passing of the Amsterdam treaty in 
1997, straddles the divide. Here, commission and 
governments are jostling for control. 

The argument commonly heard in Brussels 
against so-called “inter-governmental” policymak- 
ing has always been that governments are so at- 
tached to national interests that they cannot be 
trusted to discover and embrace common European 
interests. The evidence now is rather that gov- 
ernments—or, at any rate, heads of government— 
have evolved to the point at which they can ad- 
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vance their common interest at least as adroitly as 
the commission might, and with considerably more 
political clout behind them. 

The weakness of the Santer commission was a 
convenient factor. It enabled (and more or less ob- 
liged) the European Council, the forum in which the 
Eu heads of government meet four times a year, to 
confirm itself as the £u’s main policymaking body. 
It is hard to see the commission ever wresting the 
agenda-setting function back again, however asser- 
tive its new president may be. In the new intergov- 
ernmental way of doing things the European Coun- 
cil will lead, the European Commission will be its 
servant and draftsman, and the European Parlia- 
ment its sounding-board. 

This passing of the initiative back to national 
governments is all the more welcome because it in- 
creases the democratic component of policymaking. 
The £u treaties presume that democracy will be sup- 
plied at the European level by the European Parlia- 
ment, the second main supranational political bo- 
dy: an elected parliament checks an appointed 
commission. But the parliament has yet to win the 
confidence, even the interest, of the public. When 
elections were held across Europe last June, more 
voters stayed home than went to the polls. Defend- 
ers of the parliament point out that other assemblies 
(the American Congress, for example) survive low 
turnouts with their credibility intact. But Congress 
has proved its worth in other ways, and over time. 
The European Parliament is at best a constitutional 
experiment, a mere 20 years old, that cannot be said 
to have succeeded. Its claim to a democratic man- 
date is far slighter than that of any sum of national 
parliaments. 

The position of the parliament may change if 
and when the various peoples of Europe come to 
think of themselves primarily as a single European 
people. But even the most optimistic European 
would consider that day to be 20 or 30 years away at 
best, and a Eurosceptic would say it will never come. 
This is not an argument for abolishing the parlia- 
ment. Any forces for democracy within the Eu 
should be encouraged. But it is an argument for 
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doubting the legitimacy of the commission, until 
and unless a strong parliament evolves. 

What, then, to do with the commission? In prac- 
tice the best thing may well be: nothing much. If it is 
being marginalised by larger political forces, there is 
little virtue in trying to reinvent it. A few small re- 
forms will suffice, limited to improving the commis- 
sion’s public image. Never again should it be al- 
lowed to bring the whole idea of European 
integration into disrepute, as happened when the 
Santer commission fell. Mr Prodi has very properly 
produced a code of conduct for commissioners and 
reshuffled top officials to break up fiefs. Next should 
come an overhaul of the systems (if that is not too 
strong a word) used by the commission for handling 
the large sums of money passing through its ac- 
counts and for tracking their final use. This is a job 
for management consultants. 


A better way 


If tinkering may be the appropriate way of dealing 
with the commission, there are big reforms that do 
need to be made elsewhere in Brussels. They con- 
cern the machinery used for co-operation among 
governments. This means, mainly, giving a more co- 
herent shape to the Council of Ministers, and mak- 
ing it more visible to the public. The Council consists 
of ministers from member countries meeting secret- 
ly in different formations: agriculture ministers meet 
to consider farm legislation, economic and financial 
ministers meet to consider fiscal and monetary leg- 
islation, transport ministers meet to consider tran- 
sport legislation, and so on. The senior formation, 
which is supposed to keep the legislative agenda 
broadly on track, is the general affairs council, made 
up of foreign ministers. 

This is a weak link. The scope and volume of Eu 
business has expanded so much that foreign minis- 
ters can no longer keep control of it all, especially 
when they have diplomatic crises to deal with at the 
same time. As the Eu’s area of responsibility ex- 
pands into justice, home affairs, foreign affairs and 
even defence, the likelihood of sectoral interests pre- 
vailing is likely to grow. 

Ben Hall, research director at the Centre for Eu- 
ropean Reform, a British think-tank, suggests that 
the answer could lie in creating a new general affairs 
council consisting of full-time ministers for Europe, 
each of which had deputy prime minister status in 
his home government. This council would have 
main responsibility for making sure that the deci- 
sions of the European Council were translated into 
action further down the line. 

There would be at least two other full councils 
within this reformed Council of Ministers. One 
would be, as now, a council of economic and fi- 
nance ministers to consider specialist legislation but 
also to give an opinion on any legislation that in- 
volved public spending. Another would be a new 
council for foreign affairs and defence. Mr Hall 
thinks there should also be a full council for minis- 
ters of justice and home affairs, which is debatable. 
But certainly all of the other formations that clutter 
the council diary today—on health, culture, farming, 
transport and so on—would be reduced to ministe- 
rial committees reporting to the new general affairs 
council. 

Strengthening the work of the Council of Minis- 
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ters in this way would help the European Council. 
As this has become a more constant and interven- 
tionist presence in the business of the Eu, so it has 
had to cope with a growing pile of small but sensi- 
tive issues kicked upstairs by ministers unable to re- 
solve them in the Council of Ministers. A general af- 
fairs council with real clout and a membership 
dedicated full-time to Eu affairs could clear up such 
issues within the Council of Ministers. That would 
leave heads of government free to concentrate on 
the big decisions and the new ideas in which leaders 
alone can deal. 

There would be big gains for democracy as well 
as efficiency. These new ministers for Europe would 
become the public face of the ev within their re- 
spective countries. They could and should meet in 
public when passing legislation. Then at last voters 
would see and understand the responsibility of 
their governments (and, by extension, themselves) 
for the laws and policies of the Eu. No longer would 
governments be able to pass off those policies as the 
works of a distant place called Brussels. 

And that would be the best reform of all for the 
Eu: a change of government attitudes. Governments 
should claim credit for the full workings of their 
own astonishing creation. Until now every EU gov- 
ernment has been hypocritical about Europe to a 
greater or lesser degree. At home, ministers de- 
nounce and disown the policies for which they 
themselves have voted in Brussels. They conceal 
and deny transfers of sovereignty enshrined in trea- 
ties that they have helped to draft. They send medi- 
ocrities to the European Commission and then com- 
plain that it does not work properly. They do all this 
because there is no easier way to fudge respansibil- 
ity for an unpopular decision than to blame it on 
“Brussels”. 


Anend to Euro-hypocrisy 

That double-talk cannot last. It cannot survive en- 
largement, for one thing. Twenty or 30 countries will 
not connive in the conspiracy of obfuscation of the 





old 15, when the newcomers are downright proud, 
not half-ashamed, to belong to Europe. Nor is dou- 
ble-talk a suitable underpinning for a common de- 
fence policy. Citizens may not care all that much 
about where a farm subsidy goes, but they will ex- 
pect a clear explanation of why their planes are 
dropping bombs and who is giving the orders. 

If governments still feel dubious about ac- 
knowledging the full role of the eu in national life, 
they should remind themselves of the line all of 
them peddled when they first got into the European 
game. It was, give or take a nuance, that the power, 
the prosperity, the stability and the security of the 
nation would be greater inside the £u than outside 
it. Parliaments chafed about the powers they would 
surrender, but the political cost has been much less 
than many feared. There is a functioning union, yet 
there is no European superstate and no obvious 
need for one. Some supranationalism has been nec- 
essary, but only as a kick-starter. 

The long-term model is proving to be something 
much closer to a mutualisation, of countries and of 
governments. It has its own stresses and strains. 
More Eu members will mean more majority voting, 
if any decisions are to be made at all, and that will 
mean a permanent complement of disappointed 
governments. But “win some, lose some” is the bar- 
gain on which the eu is founded. Countries are in- 
vited to believe that, over time, each will gain more 
than it loses. And so far, surprise! it has happened. 

Voters will understand this model, so long as 
they can see and hear their governments working 
together. They may even be able to identify more 
easily with this way of doing things than with the 
supranationalism of the previous era. The commis- 
sion might have been useful, necessary even, but it 
was and is deeply alien to most Europeans’ way of 
thinking. It could act for Europe, but it could never 
embody it. Governments do both of these things. 
The modest suggestion with which this survey con- 
cludes is that they can, should and probably will do 
much more of them. 
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Caning the teachers 


Tony Blair hopes that head teachers will be his allies against the “forces of 


conservatism” in Britain’s schools 


HEN Tony Blair declared war on the 

“forces of conservatism” at the Labour 
Party conference last month, he did not only 
have the political right in mind (see Bagehot). 
He has also trained his sights on “conserva- 
tives” on the left. Ina speech on October 21st 
he fired a salvo at one group of them: teach- 
ers who are opposed to his government's 
plans to reform Britain’s schools. “We must 
also take on,” he said, “the culture of excuses 
which still infects some parts of the teaching 
profession.” 

The prime minister sees education as the 
key to his efforts to “modernise” Britain. He 
and David Blunkett, the education secretary, 
have pressed ahead with reform plans, 
building (strangely) on ideas inherited from 
those die-hard opponents of progress, the 
Conservatives. There are now more, and 
more detailed, league tables of schools’ ex- 
amination results. The private sector has 
been brought in to run state schools which 
have performed badly under the control of 
local education authorities (LEAs). Some fail- 
ing schools have been closed altogether. The 
teaching unions and the Leas loathe most of 
this. Moreover, the unions and Leas are bas- 
tions of left-wing politics. This makes them 
prime examples of left-wing conservatives. 

However, Mr Blair is doing more than 
identifying enemies in schools. He is 
seeking allies too. He gave this week’s 
speech to a conference of 400-odd 
new head teachers, an event spon- 
sored by the Department for Educa- 
tion and Employment. He hopes that heads, 
especially these younger ones, will be the 
vanguard of further reforms. In particular, 
head teachers are being pressed to take the 
lead role in implementing two of the govern- 
ment’s most cherished~and most contro- 
versial—reforms. These are the introduction 
of performance-telated pay (erp) for teach- 
ers, and breaking the grip of the Leas on 
school budgets. Both are steps towards mak- 
ing head teachers, in effect, the chief execu- 
tives of their schools. 

Ministers consider that teachers’ pay 
must be linked to pupils’ performance if 
standards are to be raised and the best teach- 
ers are to be kept in the classroom. Currently 
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a classroom teacher can earn no more than 
£23,000 ($38,000) outside London, and a little 
more in the capital. If they want more pay, 
teachers have to take on administrative re- 
sponsibilities and spend less time teaching. 
Under the prp scheme proposed by minis- 
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ters, teachers will qualify for a special assess- 
ment once their pay reaches £23,000. The 


head, or another senior teacher, will decide 


what pupils in these teachers’ classes could 
beexpected to achieve by theend of the year. 
If the classes meet these expectations, teach- 
ers would be paid more—an extra £2,000 at 
first, rising to perhaps £7,000 in later years. 
Assessments will be scrutinised by external 
monitors toensure fairness. The govemment ” 
estimates that 110,000 teachers (out of a total 
of 415,000) would reach the top of the regular 
pay scale, and so qualify for such assess- 
ments, at some point in their careers. 

This gives the heads both more responsi- 
bility and more power. Itcould also set heads 
against both teachers and their unions: the 
National Union of Teachers, the biggest un- 
ion, has damned rrr as divisive. So ministers 
are also offering heads incentives to com- 
pensate them for the extra burden. There will 
be a new “Leadership College” for head 
teachers, at Nottingham University. The cob: 
lege will give head teachers management 
training and other support. And as part of a 
£30m package to improve head teachers’ 
training during 2000-01, every new one will 
be given a free laptop computer. 

If all goes to plan, the first Pre schemes 
could be in place by next autumn. Downing 
Street officials claim that their PrP system isa 
pioneering one. This is just as well, as the pre 
schemes that have been tried in America 
have not met with great success. Nonethe- 
less, the city of Denver, Colorado, hasjustin- 
troduced an experimental “merit pay” sys- 
tem with the reluctant co-operation of 
teachers’ unions (see page 40). : 

In Britain, however, the forces of conser- 
vatism are promising fierce resistance. Left- 
wingers in the National Union of Teachers 
have called for a strike and have formed a- 
pressure group, School Teachers Opposed to 
Performance Pay. They point to a recent 
opinion poll which showed that only 17% of 
those teachers eligible for assessment under 
the government's proposals would apply 
for extra pay. In London, 60% of teachers said 
that pre would not be fair. But the govern- 
ment hopes thatitcan bring enough teachers 
round. Some of the smaller unions have giv- 
en PRP a cautious welcome. But ministers’ 
best hope lies in the long-term effect of pre 
on what teachers can expect to earn. As one 
government source put it, “For teachers who 
are just doing a competent job, they will lose 
nothing. Teachers can only gain.” 

Mr Blair has also threatened to wield a 
big stick against the LEAS. They have been ac- 
cused of retaining too much of the money 
that they receive from government for their 
own bureaucracy. All Leas have now been 
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set targets to hand on more money to 
schools. According to government figures 
Kensington and Chelsea, in London, spends 
£167 per pupil on administration, while Ox- 
fordshire spends just £17. The average is £49. 
Mr Blair warned Leas this week that Mr 
Blunkett will cap the money they hold back 
for administration if they do not meet the 
targets. Many of the offending LEAs are La- 
bour-controlled, which promises battles be- 
tween the prime minister and members of 
his own party. 

Like prr, this will increase the manager- 
ial role of head teachers. The government 
hopes that power will follow money, and 
the heads and school governors will gradual- 
ly take over responsibility for running their 
own schools from the Leas. And, say minis- 
ters, there will be no lack of money to spend: 
they claim to be dishing out an extra £19 bil- 
lion on education over the next three years. 

There is no doubt, given his huge parlia- 


mentary majority, that Mr Blair can press on 
with his reforms. Nor are teachers so popular 
with the public that their unions can expect 
to face him down. But the question remains: 
will his reforms actually improve education? 
In particular, Pre may keep good teachers in 
the classroom, but it is unlikely to entice 
many into the teaching profession. 

Relatively poor pay and the wealth of 
job opportunities in a buoyant economy 
have made teaching, like many other public- 
sector jobs, unattractive (see chart). In Lon- 
don, a graduate starting in teaching earns 
£17,700, rising to £25,500 at the topof the scale, 
if he or she stays in the classroom. According 
to Incomes Data Services, a graduate could 
expect to start on £25,000 as a solicitor, or 
£28,000 as a chartered accountant. And the 
salary gap widens with experience. 

In the hope of attracting bright gradu- 
ates, Mr Blunkett is promising that those 
with first-class or upper second-class de- 
grees will be given a £5,000 bonus at the start 
of their teaching career. Thereafter they will 
beeligible for fast-track promotion and high- 
er pay, rather like fast-stream. civil servants. 
This will help, but may not be enough. 

And to make their reforms work, minis- 
ters will eventually have to win round the 
“forces of conservatism” in the teaching pro- 
fession. Many heads, as well as classroom 
teachers, are opposed to the government’s 
plans. So even if many head teachers do join 
the prime minister’s pioneer corps, the mod- 
ernisation of education promises to be a 
painful struggle. 





Britain and Europe 


Escalating hostilities 


The slanging match between the government and the Conservatives over 
Europe grew louder this week. Expect still more increases in volume ahead of 
the negotiations for the next European treaty 


S TITLES go, “The Institutional Implica- 
tions of Enlargement” is not exactly 
catchy. And in anywhere but Britain an ear- 
nest report on this very worthy subject 
would induce yawns. But just such a report, 
written by three retired 
European politicians for 
the European Commis- 
sion, this week 
caused pal- 
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pitations in the Eurosceptic corner of the 
British press. “Blair ready to give EU more 
power,” screamed one newspaper. “It is 
clear at last how much we are to be be- 
trayed,” lamented another. And the report 
sparked a fierce exchange in the House of 
Commons between Tony Blair and William 
Hague, the leader of the opposition. 
The reaction of the press and the clash 
between Mr Blair and Mr Hague highlight 
yet again the endemic sensitivity of British 


K §) politics to all things European. Hostilities 


between Europhiles and Eurosceptics are 
escalating. But the exchange in the Com- 
mons marks more than this: a broadening of 
the field of battle between the parties. 
Until this week, most of the arguments 
have centred on when and whether Britain 





should adopt the euro. However the-ques- 
tion of the single currency is just one issue, al- 
beit an important one, affecting Britain’s fu- 
ture in Europe. Over the next few years, 
several Eastern European countries are ex- 
pected to join the European Union (see our 
survey in this issue). Everyone agrees that the 
process of European decision-making will 
have to change to accommodate the new en- 
trants. The government and the Conserva- 
tives are quarrelling over how. 

At the moment, some Eu policies are de- 
cided by a majority vote of member states; 
some require unanimity. Achieving una- 
nimity among the current 15 EU countries is 
difficult enough. Doing the same among 20 
could prove impossible. So the government 
believes that there is a good case for restrict- 
ing the policy areas in which governments 
have a veto. For example, it argues that poli- 
cies on transport, European Court proce- 
dures, and even changes to the Eu’s funda- 
mental treaty might better be decided by 
majority voting. But it sees no need togive up 
the veto on questions of economics, defence 
and foreign policy. 

The Tories, on the other hand, see en- 
largement as a chance to make the EU more 
flexible, not more powerful. So they oppose 
the extension of decision-making by major- 
ity voting. And they want member states to 
be able toopt out of new Ev legislation rather 
than extending common policies further. 

Both sides present the struggle in near- 
apocalyptic terms. And both try to suggest 
that their opponents’ real objectives go be- 
yond their declared ones. The government 
claims that the Tories’ policies would put 
Britain on “a conveyor belt to withdrawal” 
from the eu. The Tories, on the other hand, 
say that the government will give away its 
right to make its own decisions—and thus 
acquiesce in the building of a “federal Euro- 
pean superstate”. In trying to sound sensible, 
neither side is helped by its allies. A number 
of Tory mes are undoubtedly far more hos- 
tile to Europe than their party’s official line. 
And this week’s report to the commission, al- 
though co-written by Lord Simon, a former 
minister and present adviser of Mr Blair's, 
went beyond the government's stance by 
calling for a more powerful president, and 
supporting decision-making by majority 
voting as the general rule. 

Over the past few weeks the 
arguments on Europe have 
been complicated by dis- 
putes about beef. When 
the sse scandal broke in 
1996, the export of British 
beef was banned by £u 
authorities. In opposi- 
tion, the Labour Party not 
only blamed the Tory 
government for being 
slow to tackle the beef cri- 
sis, but also claimed that 
the Tories’ Euroscepti- 





THE ECONOMIST OCTOBER 23RD 1999 


BRITAIN 





N PROTEST at France's refusal to import 

British beef, a few plucky Britons are 
making a stand. The agriculture minister, 
Nick Brown, is boycotting French produce. 
And farmers have demonstrated against 
the import of French goods. Happily, 
though, trade across the Channel is flour- 
ishing. Britain is now a large importer not 
only of France’s wine and cheese, but of its 
people too. 

About 200,000 French people now live 
in Britain, twice as many as ten years ago. In 
the past three years, the number has risen 
by 10% each year. Most live in London: 
South Kensington, home to 4,000 French 
people, has been rechristened 
“Froggy Valley”. The French 
are now Britain's seventh-big- 
gest immigrant group, and the 
country’s sixth-biggest source 
of immigrant labour. (Ireland, 
even though itis sucking in la- 
bour to fuel its economic 
boom, remains Britain’s main 
source of foreign workers.) 

It may surprise some Brits 
to learn that not all of these 
immigrants play football for 
Chelsea or Arsenal. Nor are 
they all fancy-dan chefs, or 
cappuccino-servers in sand- 
wich bars with such French- 
ified names as Prét 4 Manger 
and Au Bon Pain. Most are in 





Les français sont arrivés 


Chelsea’s Frenchmen arrive en masse 


the same, ordinary jobs, from banking to 
bus driving, as their British hosts. 

Footballers apart, the French in Britain 
keep a low profile. Most of them do not 
even bother to register themselves at the 
French consulate. In part, this reflects the 
ease with which French people—provid- 
ing that they speak English, or can learn it 
quickly—can come and go. Not only is Brit- 
ain close to home, but citizens of one Eu 
country are free to work in any other. 

Low taxes are one attraction, at least for 
the rich. Private bankers say that they have 
shifted huge sums—quite how much is im- 
possible to say—from Paris to London on 








behalf of wealthy French people now liv- 
ing in Britain. 

At the other end of the income scale, 
young French people have been seeking an 
escape from unemployment at home. The 
Charles Peguy centre, which gathers job | 
advertisements, welcomed 7,000 young 
French people in 1998, against 3,500 six 
years ago. London is also attractive because 
it is seen as cool: it has hit the cover of 
French magazines countless times. That 
has helped bring over French students, 
whose number is four times what it was 
ten years ago. Britain is regarded as one of 
the few places French graduates can start a 
globe-trotting career. 

The Eurostar train has also played a 
role, bringing companies as well as tourists. 
About 150 French firms have 
shifted some of their opera- 
tions to Kent, attracted by 
lower social and tax charges. 
Ashford, the first Eurostar sta- 
tion after the tunnel, is a mere 
two hours from Paris, and has 
been home to a French mar- 
ket for a year anda half. 

Recovery in the French 
economy —it is growing faster 
than Britain’s this year—and 
the strength of the pound 
against the euro may slow the 
flow of French immigrants. 
But tax differences and job 
opportunities will ensure that 
the invasion continues for a 
while yet. 








cism had prevented them from persuading 
the European Commission to allow beef ex- 
ports to the continent. In office, the Labour 
government has not fared much better than 
the Tories. It took two years, until July 31st 
this year, for the government to persuade the 
commission to lift a blanket ban on exports. 
And even then the conditions on export 
were sostrict, with beef exports so far limited 
to the products of a single abbatoir, that only 
token amounts of British beef have crossed 
the English Channel. 

But even if it had little immediate effect 
on exports, the commission’s decision ought 
to have been presentable as a diplomatic tri- 
umph for the government. Unfortunately, 
although the commission ruled that the ban 
should be lifted, it was up to individual 
countries to lift it. And in France, the new 
food and safety agency claimed that the con- 
tinuing, if fast-declining, presence of mad- 
cow disease in Britain meant that contami- 
nation by British beef was still possible (see 
chart). So the French government refused to 
lift the ban against the advice of its own 
agency. Germany followed the French lead. 
France's case will be considered by the Eu 
scientific committee on October 28th. Mean- 
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while, Mr Blair has threatened legal action 
against France. And ministers have had to 
tone down their claims that being pro-Euro- 
pean makes other countnes treat Britain bet- 
terin return. 

It is too early to predict the electoral fall- 
out from the dispute over Europe. Much will 
depend on whether voters believe Mr Blair’s 
and Mr Hague’s mild characterisation of 
their own policies, or their extreme charac- 
terisation of each other's. But the govem- 
ment is sure to face more fierce attacks dur- 
ing the next year from the Conservatives 
over the extension of majority voting. No 





| No need to beef 


Number of confirmed BSE cases, ‘000 


1988 89 90 91 92 93 94 95 96 97 9B 99° 
Source: Ministry of Agriculture, Fisheries and Food “Yesr to Oct 15th 











timetable has so far been agreed for the next 
inter-governmental conference (16c), which 
will revise the European Treaty, the £u ’s legal 
framework, ahead of enlargement. But un- 
less the 1Gc is concluded by the end of next 
year, the timetable for enlarging the £u will 
itself have to be delayed. And almost all the 
existing EU countries are keen to push ahead 
with enlargement. 

Mr Hague will be able to brandish his 
proposals for reforming European treaties, 
safe in the knowledge that he will never have 
to deliver them. Mr Blair will need to engage 
in the messy compromises of real-life negoti- 
ation, and sell the result of the icc as the best 


_ deal for Britain. 


And meanwhile every utterance from a 
continental European politician about the 
future of Europe will be seized on by British 
Eurosceptics as a further step towards a su- 
perstate. This week the prime minister’s 
spokesman grumbled that every time a tele- 
phone directory was published in Brussels, it 
was trumpeted by Eurosceptics as a triumph 
for Euro-federalists. He will have to deal with 
more than phone books in the negotiations 
over the next few months. 
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What they really mean(t) 


ILLIAM WORDSWORTH once defined poetry as emotion 
/ Ņ recollected in tranquillity. British politics is enjoying a sud- 
den attack of prose. It is just as well. A few weeks ago, at their re- 
spective party conferences, William Hague and Tony Blair made 
the expected big speeches about what they stood for in politics. 
The party leaders did their best, with the occasional poetic flour- 
ish, to stir the emotions. Toa degree, they succeeded. Your own col- 
umnist, pathetically susceptible to moist eye and quavering voice, 
was especially affected by the prime minister's performance in 
Bournemouth. But, in another way, they failed. Neither made their 
meaning clear. Indeed, each has spent the past fortnight accusing 
the other of wilfully misconstruing what he meant—really 
meant—by his conference rhetoric. 
What got Mr Blair into trouble 
were the limitations of punctuation. 
No reader of The Economist finds it 
difficult to tell the difference be- 
tween conservatism and Conserva- 
tism. In speech, however, upper 
and lower case are indistinguish- 
able. Wilfully or not, many Conser- 
vatives therefore construed Mr 
Blair’s Bournemouth attack on 
“forces of conservatism” as an at- 
tack on them. And by attacking the 
forces of conservatism for (among 
other things) the assassination of 
Martin Luther King, the jailing of 
Nelson Mandela and the notorious 
murder of a black Londoner, Ste- 
phen Lawrence, the prime minister 
gave the forces of Conservatism a 
wonderful excuse to take offence. 
They have done so with high 
zest. From the Daily Telegraph to 
the shadow cabinet, the hitherto de- 
moralised forces of Conservatism 
seem strangely energised by Mr 
Blair’s calumny. Urged on by Lady 
Thatcher, Mr Hague’s strategy at his 
own conference in Blackpool was, 
in effect, to say to the electorate: 
“Aha! Mr Blair stole your vote by 
masquerading as a conservative. Now that he has let his mask slip 
it is time to rediscover your faith in the real (upper case) thing.” 
Can such a strategy work? Lilliput’s quarrels over which was 
the correct end from which toeat a boiled egg did atleast concerna 
matter that might affect you every morning over breakfast. It 
seems inconceivable in Britain that tempers should flare so hot 
over something as trivial as a misplaced capital letter. But, of 
course, there is substance behind this war of typography. The To- 
ries see Mr Blair as the cuckoo who has taken over their nest on the 
centre-right of politics, and who, in Bournemouth, unwittingly be- 
trayed his true colours. They are determined to gain from his error. 
That it was a mistake Mr Blair himself now tacitly acknow- 
ledges. In an interview with the Daily Telegraph this week he tried 
to explain what his Bournemouth speech really meant. Having 
struggled to win the confidence of the erstwhile Conservatives of 
Middle England, he does not want a silly misunderstanding to 
alienate him from their affections. A particular worry for him is 
that Middle England’s newspaper, the Daily Mail, prided itself on 
championing the Stephen Lawrence case and believed itself to be 
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one of Mr Blair’s Bournemouth targets. 

So what did he mean? His exegesis is no less interesting than 
his original sermon. The prime minister says, accurately, that 
among the forces of conservatism he singled out for attack in 
Bournemouth were the Labour Party itself; those of its members 
who opposed welfare and educational reform; and its habit of em- 
phasising social justice to the exclusion of individual aspiration. 
He admits that in the 1980s it was the Thatcherites who were pur- 
suing a radical agenda, and that “the Labour Party was too often 
conservative itself—with a small ‘c’.” Although he praised Labour's 
Keir Hardie in Bournemouth, he speaks more warmly in this 
week’s interview about Liberal legends such as Lloyd George, 
Keynes and Beveridge. He says that 
he is nota Tory and that he is against 
Thatcherism (or, at least, against 
Thatcherism “without restraint’). 
But he is intent on making former 
Tories comfortable with New La- 
bour. Has he not just welcomed two 
semi-detached ones—Michael He- 
seltine and Ken Clarke—to his fight 
for “Britain in Europe”? 

You have the prime minister’s 
explanation. Are you mollified? Per- 
haps, if you hated the Bourne- 
mouth speech because you thought 
that Mr Blair was indeed accusing 
Mr Hague’s party of murdering Mar- 
tin Luther King. But not many peo- 
ple can really have believed that he 
meant that. What seems to have irri- 
tated believing and lapsed Conser- 
vatives was not an ambiguity in Mr 
Blair’s punctuation but a deliberate 


the usual knockabout, or call it dis- 
honesty—to score points by eliding 
Conservative beliefs with the past 
century’s dark forces of racism and 
bigotry. It may not make things bet- 
ter to learn that, on reflection, Mr 
Blair would like to add in a footnote 
that he admired what Lady Thatch- 
erdid in the 1980s. If so, why did his party portray John Major’s sev- 
en mild years as Tory prime minister as a visitation from the dark 
ages? And if he is such a centrist, how can he subscribe, as he 
seemed to in Bournemouth, to a Manichean vision of a Britain di- 
vided starkly between conservatives and “progressives”? 

Mr Blair wants to make sense of these contradictions by claim- 
ing that Tories of the Clarke and Heseltine sort are eminently rea- 
sonable, but that in Blackpool the rest of the Tories swerved to the 
extreme right. This was certainly the impression given on the fringe 
by Lady Thatcher and her former dark prince, Lord Tebbit. But 
now Mr Hague too is going around saying that he has been misrep- 
resented. He is no extremist but the author of a “common-sense 
revolution” and a judicious policy of euroscepticism, not much al- 
tered since the last election. Tory delegatescheered upin Blackpool 
may be sorry to hear this; just as Labour delegates moved in 
Bournemouth may be sorry to hear that Blairism is Thatcherism 
with restraint. The prosaic truth is that Britain’s parties are surpris- 
ingly close—even, when you look closely, on what they say about 
the euro. The poetical flourishes just muddle things up. 
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effort—call it poetic licence, call it 
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BUSINESS 


A mobile merry-go-round 


FRANKFURT 


The mobile-telephone business is being transformed by a fresh 
round of mergers. The music is still playing 


ITH its breathless predictions, this 

year’s telecoms trade bash in Geneva 
left industry-watchers wondering how long 
it would be before the next blockbuster deal. 
No time at all. On October 18th, as the exhibi- 
tion stands were still being packed away, 
France Telecom nabbed control of £-Plus, 
Germany’s third-largest mobile-phone op- 
erator, in a deal worth €7.4 billion ($8 bil- 
lion). No sooner had that news sunk in than 
Germany’s Mannesmann announced thatit 
was buying Orange, Britain’s third-largest 
mobile company. The price for Orange is 
high, £19.8 billion {$33 billion), just short of 
Europe’s biggest-ever telecoms deal, Olivet- 
ti’s opportunistic takeover of Telecom Italia 
earlier this year. 

The catalyst for the latest wave of con- 
solidation was the $62 billion Anglo-Ameri- 
can deal between Vodafone and AirTouch 
earlier this year. Thatconvinced the industry 
not only that mobile voice and data services 
were increasingly the future, but also that to- 
morrow’s winners would be those that were 
quickest to assemble seamless, low-priced 
mobile networks spanning several countries, 
if not the globe. This week’s deals show how 
rapidly this has become the industry’s holy 
grail—and they suggest that there is a lot 
more bidding tocome. 

France Telecom’s move into Germany 
has a whiff of revenge. It fell out with Deut- 
sche Telekom, its partner, with America’s 
Sprint, in the Global One venture, after the 
German firm bid for Telecom Italia without 
consulting it. Now, supposing that America’s 
BellSouth, a minority shareholder in £-Plus, 
waives its right to bid, France Telecom has 
the chance to do battle with 


ain’s smallest mobile opera- 
tor, One 2 One. If this week’s 
deal succeeds, Hutchison 
Whampoa, Orange’s largest 
shareholder, will walk away 
with a fortune (see next page). 
And for Mannesmann, it 
would mark another chapter 
in a remarkable story of cor- 
porate alchemy. 

A decade ago Mannes- 
mann was a stodgy engineer- 
ing firm with dim prospects. 
Since then, it has transformed 
itself through a string of acqui- 
sitions and disposals. With Orange under its 
arm, it would be well on the way to becom- 
ing Europe’s leading integrated telecoms car- 
rier, offering fixed-line, Internet and wireless 
services in all the main markets. Already this 
year it has snapped up a German fixed-line 
operator, o.tel.o, and a pair of profitable 
companies from Olivetti. Its appetite re- 
mains strong: this week, itjoined the running 
for Cablecom, Switzerland’s biggest cable 
company. But gaps remain: in France, Man- 
nesmann has only a 15% stake in Cegetel, the 
second-biggest operator. Neither of the other 
minority partners in Cegetel—ssc and Brit- 
ish Telecom—seems ready to sell. 

For its part, Orange, the fourth and last 
entrant into the British market, has concen- 
trated on developing its wireless platform. Its 
goal is to build a network able to deliver the 
reliability of fixed-line with the convenience 
of mobile. Without a fixed-line parent to dis- 
tract it, Orange has made the case for mobile 
telephony as a replacement for the “tethered 
telephone”. 





Telekom on its home turf. It 
will have its work cut out, as E- 
Plus is a distant third in mobile 
behind Telekom and the mar- 
ket leader, Mannesmann. But 
E-Plus is expected to sign as 
many as 1.5m new subscribers 
this year, and French backing 
should help to close the gap. 
Mannesmann is also eager 
to trump Deutsche Telekom, 
which recently bought Brit- 
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At the same time, it has 
created a textbook lesson in 
how to fill an empty word 
with the meaning and values 
you want (“the future is 
Orange”). Because of Voda- 
fone’s domination of the Brit- 
ish business market, Orange 
needed to build a consumer 
brand. A measure of its suc- 
cess is its 40% share of new 
mobile subscribers in the 








past six months. It has also led the way in 
marketing “tariff bundles” that explicitly 
challenge sr’s fixed-line franchise. 

Such a gem does not come cheap. Man- - 
nesmann will have to pay around €9,000 
($9,700) per customer for Orange. According 
to John Jensen, an analyst with Salomon ` 
Smith Barney, that compares with the 
€4,200 in the deal between France Telecom 
and E-Plus, and €5,000 in Deutsche Tele- 
kom’s acquisition of One 2 One. 


After the pips 
Yet the merger has something in it for both 
firms. Mannesmann gains a presence inan- ` 
other big market and, through Orange’s 
stakes outside Britain, it also wins a foothold 
in several other European markets where it 
has sought to expand. On the other hand the 
deal is also defensive, because it would make 
Mannesmann a bigger mouthful for any 
predator. The firm’s decision in September to 
split itself in two, with one part devoted to 
telecommunications and the other to engi- 
neering, won praise from the stockmarket, 
but also left it more vulnerable to takeover. 
Buying Orange gives Mannesmann a sort of 
poison pill. Vodafone AirTouch, which has 
sniffed around Mannesmann, would be 
forced by regulators to sell Orange if it 
bought the combined group, because of its 
dominant position in the British market. 
Hence it may step in with a bid for Mannes- 
mann right now. ` 

For Orange, this is a good time to sell. The 
Vodafone/AirTouch merger gave warning 
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that the intercontinental network is here. 
The economics of owning, as opposed to 
roaming (paying to use other companies’ 
_ networks) are so compelling that Vodafone, 
_ onceit has integrated its networks, may offer 
-an international service of a quality and ata 
` price that others will struggle to match. 
Another threat to smaller firms such as 
- Orange is the advent of “third-generation” 
mobile, or umrs, technology. If, as seems 
likely, “3G” licence winners have to install 
these new high-speed networks promptly, 
they will have to dig deep. For all its success 
and verve, Orange was looking too small to 
carry on without a committed parent. 

Even so, Orange may have seen the fu- 
ture. The industry increasingly agrees with 
its prediction that mobile is not merely acon- 
venient add-on to fixed-line telephones, but 
is sure toovertake them. Mobile may also be- 
come a conduit for high-speed data, offering 
everything from online shopping to traffic 
reports and remote banking. The Interna- 
tional Telecommunication Union thinks it 
likely that there will be more mobile than 
fixed-line subscribers worldwide by 2010. 
: -Europe’s mobile market is growing particu- 
larly fast. 

If these predictions come true, it will be 
sobering for all those former monopolists. 
Might their huge (and expensive) fixed net- 
works become more of a burden than an ad- 
vantage? They are understandably reluctant 
to talk down fixed-line, preferring to trum- 
pet integrated “fixed-mobile networks”. But 
their huge investments in mobile suggest 
they are not sure. 

This week’s deals mark a new phase in 
the mobile shake-out. Some analysts expect 
other bids to emerge in the next few months. 
There. are plenty of companies wanting to 
challenge Vodafone AirTouch. One implica- 
tion, according to Doug White, a telecoms- 
watcher at Commerzbank, is that other na- 
tional mobile operators, such as Italy’s TIM 
and Portugal's Telecel, may fall prey before 
long. As in the fixed-line business, the future 
looks like belonging to a few global names. 
Shares in mc1WorldCom VodafoneMannes- 
mann, anyone? 












Juiced 


HONG KONG 


L KA-SHING is one of Hong Kong’s can- 
niest tycoons, a deal-maker and bil- 
lionaire 13 times over. But he isa trader, not 
atelecoms visionary. Even as the divisions 
of Hutchison Whampoa, his ports and 
property conglomerate, bought or built 
mobile and paging operations across Asia, 
Australia, Africa, Israel, Britain and Amer- 
ica—more than 6m subscribers all told— 
Mr Li reminded his executives that good 
traders are not emotionally committed to 
any market, lest they hesi- 
tate when they should be 
getting out. 

That policy served him 
well when Mannesmann 
came. calling on October 
2ist, offering a 22% premi- 
um for Hutchison’s shares 
in Orange, and a nearly $15 
billion profit on its invest- 
ment. Orange is a fast-grow- 
ing and model mobile firm, 
butitstill loses money, with big capital ex- 
penditures ahead as the industry moves 
to higher-speed data standards. Mr Li, on 
the other hand, hardly has a telecoms 
strategy at all, other than seeing the indus- 
try as a good investment for most of the 
decade. The price was right and he sold: 
such are the strengths of the opportunist. 

Hutchison’s telecoms operations have 
always been a mixed bag: struggling mon- 
ey-losers that have been around for years, 
start-ups and new licensees yet to prove 
themselves, minority shares in other 
firms, and, in the company’s home mar- 
ket, a cut-price giant that trades margins 
for market share. The brilliant exception 
was Orange. 

It is telling that Mr Li waited until last 
year to extend the Orange brand to his 
other big mobile network in Hong Kong 
(along with new networks in Australia 
and Israel), years after former Hutchison 











executives had set up a competitor that 
copied Orange—marketing formula, col- 
ourandall. 

Although Hutchison insists that it is 
not abandoning telecommunications, 
selling its crown jewel is hardly a step for- 
ward. The other Hutchison telecoms oper- 
ations that now use the Orange name li- 
cense it from Orange ric and may 
continue to do so, but the power of the 
brand will no doubt fade as the two com- 
panies take different paths. 

As part of the deal 
Hutchison will gain about 
10% of Mannesmann and 
has promised to hold most 
of that stake fora year anda 
half. Whatever Hutchison 
says, though, this is unlikely 
to develop into much of an 
alliance. Mr Li does not like 
to pursue anything impor- 
tant through such a small 
stake, especially with an unfamiliar 
partner. That he forced Mannesmann to 
pay nearly 40% of the price in cash and 
notes, stretching the German firm’s fi- 
nances and credit lines, is hardly the ges- 
ture of a partner hoping to help a joint 
venture grow quickly. 

One remaining telecoms opportunity 
for Mr Liis VoiceStream, the number-four 
mobile operator in America and the main 
one offering the European and Asian Gsm 
standard. Hutchison owns only 20% of the 
company; Mr Li could now buy more. But 
Mr Li has always been lukewarm about 
America. His interests lie more in main- 
land China, although he has been frus- 
trated (like most foreigners) in his efforts 
toenter the telecoms market. Still, China is 
slowly opening, and a deal in the forth- 
coming world trade talks would make a 
big difference. Mr Li might yet rebuild his 
telecoms empire closer to home. 








Restructuring Nissan 


TOKYO 


HE electric organ broke into “The Girl 
from Ipanema” just as Carlos Ghosn was 
due to walk on stage at the Tokyo Motor 
Show on October 2oth. It was just a tease: the 
music switched to the usual raucous back- 
ing-track as the diminutive, Brazilian-born 
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O-hayo gozaimasu, mon ami 


The truth underlying recent stories of factory closures, sackings and mergers is 
that corporate Japan is changing. Our first story looks at Nissan’s 
restructuring plan; a second ponders a possible break-up of Japan’s keiretsu 


MrGhosn stepped up. In clear—if scripted— 
Japanese he pledged that the sick man of the 
country’s industry would become “youn- 
ger’, more dynamic and bolder. Two days 
earlier, speaking to journalists in English, he 
had declared that 21,000 jobs must go by 


March 2002 if the firm is to survive. No fewer 
than 16,400 of the cuts will fall in Japan; five 
Japanese factories must close. At the end of 
his speech, Mr Ghosn broke into Japanese 
again. “There is no alternative,” he said. “Fail- 
ure is not an option.” 

MrGhosn, whoiscredited with restoring 
Renault chiefly by cost-cutting, arrived as 
chief operating officer of Japan’s second-big- 
gest car maker after the French firm had 
bailed it out last March, injecting ¥643 billion 
($5.4 billion) for a controlling 37% stake. Like 
Jac Nasser, the Australian boss shaking up 
Ford, Mr Ghosn is of Lebanese origin—in- 
deed, they look like cousins. “Lebanese by 
descent, Brazilian by birth, a French citizen 
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financial goals. And with more than 
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and Japanese by adoption,” is how Mr 
Ghosn puts it. That is a good mix, for if Mr 
Ghosn is to succeed, he needs to combine 
Arab deal-making, Latin energy, Gallic strat- 
egy and an Asian feeling for consensus. 

There is a long, if inglorious, tradition in 
Japan of bureaucrats using gaiatsu (foreign 
pressure) to achieve otherwise unpalatable 
reforms. As more Japanese companies find 
that they have neither the corporate struc- 
ture nor the stomach to cut waste, close fac- 
tories and sack workers, gaiatsu is moving 
into business. Nissan is not the only Japa- 
nese car maker to turn to foreigners. General 
Motors has increased its stakes in Isuzu and 
Suzuki as the core of its strategy to win 10% of 
the Asian car market. Since Ford raised its 
stake in Mazda to one-third, it has run the 
show. Now Fuji Heavy Industries, owner of 
Subaru, which is affiliated with Nissan, has 
acknowledged that its offspring needs a for- 
eign ally—possibly Gm again. 

Yet, as the firm that has most abjectly 
thrown its lot in with a foreigner, Nissan is 
the one being most carefully watched. Mr 
Ghosn admits that it is easier for an outsider 
to make changes, especially as he had noth- 
ing to do with previous attempts to mend 
Nissan. Even so, powerful plant managers 
with seats on the board have thwarted one 
“revival” after another. The firm has lost 
money for four of the past five years (see 
chart). This is probably its last chance. 


Old wine, new bottle 


The plan for Nissan’s revival was greeted 
with gasps of horror and disbelief. Yet Nis- 
san’s bosses, and the ana- 
lysts who follow the firm, 
have known for a year that 
something like it would 
come along sooner or later. 
Like many firms that 
overinvested during the 
bubble, when capital, in ef- 
fect, cost almost nothing, 
Nissan has overcapacity of 
30-40%. Like others, too, it 
has taken the easy path of 
cutting working hours in- 
stead of closing plants and 
laying off workers. 

You do not have to be a rocket scientist to 
realise that a car maker able to make 2.4m ve- 
hicles a year in Japan, but producing fewer 
than 1.3m, is running its plants at a disas- 
trously low level. To reach 75-80% utilisation, 
at which point mostcar firms break even, ca- 
pacity needs to shrink by at least 30%. Under 
MrGhosn’s plan, Nissan’s domestic capacity 
is todrop toa more realistic 1.65m units a year 
by 2002, maybe raising utilisation to 82%. 
First to go, by March 2001, will be the assem- 
bly plants at Murayama near Tokyo, the Nis- 
san Shatai factory in Kyoto and the Aichi Ki- 
kai Minato plant in Nagoya. Next will be the 
Kurihama engine plant in Kanagawa and the 
Kyushu engine shop in Fukuoka. 
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By 2002 Mr Ghosn wants Nissan to be 
turning out a variety of models using only 15 
different “platforms” (the costly floor struc- 
tures that determine many components) at 
only four plants. Today, the firm uses no few- 
er than 24 platforms at seven different 
plants. The biggest savings will come when 
Renault and Nissan start sharing platforms. 
The first to be used jointly will come in 2002 
with the replacement of Nissan’s Micra and 
Cube models, and Renault’s new Clio and 
Twingo models. Between them, Nissan and 
Renault then expect to churn out at least ım 
units a year using one platform. By 2010, they 
aim to concentrate their output on ten 
shared platforms. 

Yet even then, Nissan would still be los- 
ing money on every car it built in Japan. 
With materials and components accounting 
for more than 60% of the cost of making a car, 
Nissan has to do something about its frag- 
mented suppliers. So Mr Ghosn intends to 
cut Nissan’s supplier list from 1,145 firms to 
no more than 600 within three years. Suppli- 
ers can then spread costs over larger vol- 
umes. By 2002 this is expected to yield a 20% 
saving on procurement costs, worth $1.7 bil- 
lion a year. 

Nissan wants a further 20% reduction in 
costs by, among other things, ending the 
sales incentives that it offers dealers to shift 
all the surplus cars it makes. It will sever rela- 
tions with a fifth of its domestic-sales affili- 
ates, shut 10% of its retail outlets in Japan, 
streamline dealer networks in America and 
Europe, and give its advertising to a single 
agency. Mr Ghosn also intends to sell any- 
thing within the group that 
is unprofitable or peripher- 
al to its business. Even the 
firm’s highly regarded aero- 
space division could be on 
the block. All told, the reviv- 
al aims to trim Nissan's 
costs by ¥1 trillion and to 
produce a consolidated op- 
erating profit of 4.5% of sales 
by 2002. 

Will it? A lot could still 
go wrong. Japanese interest 
rates cannot stay low for 
ever, and with debt of ¥2.6 
trillion (including ¥1.2 trillion in the firm’s fi- 
nancing division) Nissan is horribly exposed 
to any rise. The company will also be hurt 
more than most by any further strengthen- 
ing of the yen against the dollar. Each one- 
yen rise in the rate knocks ¥7 billion off the 
firm’s operating profits. 

Nor is there any guarantee that Nissan 
will be able to raise enough from asset sales 
to reduce its debts by the ¥700 billion 
planned. And Nissan cannot hope to dis- 
pose of 16,400 Japanese workers simply by 
natural wastage and a freeze on hiring. Trim- 
ming workforces costs around ¥24m a job, 
five times the rate in Europe. Politicians from 
districts affected by plant closures will inev- 
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Carlos cuts costs 


itably respond. With a general election next 
year, the government is already muttering 
about stopping Nissan from sending Japan’s 
record unemployment any higher. Nobody 
should underestimate the influence of the 
ruling Liberal Democratic Party. 

And yet MrGhosn hasa few advantages. 
Everybody knows that Nissan, like so many 
Japanese companies, needs radical treat- 
ment. And Nissan has a corporate style—bu- 
reaucratic, elitist and urbane—that may be 
more like Renault’s traditional culture than 
any other car firm inside or outside Japan. 
Against the odds, Mr Ghosn turned Renault 
around. If anyone can do the same for Nis- 
san, it is him. The rest of corporate Japan will 
be observing closely from the sidelines—and 
may be preparing to follow his lead. 





Japan's keiretsu 
Mindset 


TOKYO 


N THE second Friday of every month, 
the bosses of the 29 main companies of 
the Mitsubishi group meet for lunch. By tra- 
dition, the chairman of Mitsubishi Corpora- 
tion, a trading company, is head of the “Fri- 
day Club”. The polished English manners of 
Minoru Makihara, the present incumbent, 
make him seem perfect for the job. But Mr 
Makihara is not happy. The talk at the meet- 
ing is, he says, of little consequence: the Mit- 
subishi brand, for instance, or donations to 
charity. With more competition and a global 
economy, suggests Mr Makihara, members 
should be discussing closer business ties. “I 
want to strengthen co-operation,” he says. 
Mr Makihara is spooked for a reason. Ja- 
pan’s six big keiretsu are powerful corporate 
groups held together by common values, 
business relationships and a web of cross- 
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shareholdings. Quite suddenly, they all 
seem to be falling apart. 

The reason lies with Japan’s big banks, 
which sit at the centre of the keiretsu. The 
banks are the biggest owners of cross-held 
shares. These stakes guide the flow of cheap 
money within the group, which is member- 
ship’s greatest reward. But the banks have re- 
cently begun to sleep with the enemy. 

In September Industrial Bank of Japan 
(18y) and the main banks from two bigkeiret- 
su, the Fuyo Group (Fuji Bank) and the 
Dai-ichi Kangin Group (Dai-ichi 
Kangyo Bank) announced that 
they were to merge. This month’s 
deal between Sumitomo Bank 
(Sumitomo Group) and Sakura Bank 
(Mitsui Group) sounds even stranger to 
the Japanese ear. Both keiretsu have their 
origins in pre-war zaibatsu, the giant holding 
companies that then dominated the econ- 
omy. The Mitsui group has weakened lately. 
But like the blue-blooded Mitsubishi ketret- 
su, Sumitomo firms were still thought to be 
an exclusive bunch. With these bank merg- 
ers unfolds the possibility of many more 
cross-keiretsu marriages—meaning more 
competition and restructuring ahead for 
Japanese business. 

The Mitsubishi group is not immune to 
such forces. The globalisation of industries 
such as oil, cars and finance has left Japanese 
companies too small and too insular. Some 
now understand that they must catch up. 
Last summer Nikko turned its back on old 
loyalties to Mitsubishi’s manufacturers (who 
had always looked down on a mere stock- 
broker) and sold a quarter of itself to Ameri- 
ca’s Citigroup. This year Mitsubishi Oil 
merged with an outside firm, Nippon Oil. 
Mitsubishi Motors is also looking for a for- 
eign partner, and may join with Volvo in 
making lorries. As in other keiretsu, mean- 
while, protective cross-shareholdings are 
slowly unwinding, as banks and insurers 
pull out of the stockmarket. 

But the core of the group—Mitsubishi 
Corporation, Bank of Tokyo-Mitsubishi and 
Mitsubishi Heavy Industries—remains in- 
tact. Some strong companies revolve around 
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this. These include Mitsubishi Estate, a 
wealthy property developer; nyx, the best of 
Japan’s shipping lines; and Tokio Marine & 
Fire, the strongest non-life insurer. 

Mr Makihara wants to get strong firms 
such as these working together again. One 
problem, he says, is that Mitsubishi compa- 
nies have a leaning towards traditional 
manufacturing, So Mr Makihara wants toen- 
courage co-operation in such exciting 
growth areas as e-commerce and high tech- 
nology. One idea is to use the group as an “in- 
cubator” for new ventures that might shift 
more weight towards growth industries. “We 
want to be part of the new Japan as well as 
the old,” Mr Makihara says. 


Fire-fighting 

Yet in turning inwards, Mitsubishi compa- 
nies are more likely to miss opportunities 
outside. This has already happened to its fi- 
nancial firms. Both of the two proposed 
banking groups are bigger than the “mighty” 
Bank of Tokyo-Mitsubishi. The bank, until 
recently Japan’s biggest by assets, may now 
struggle to find a partner, not least because 
the defection of Nikko Securities strips it of 
its stockbroker, a handy asset in efforts to 
shift away from lending and towards fee- 
based business, such as investment banking. 

Tokio Marine & Fire no longer looks so 
strong either, after this week’s announced 
merger of Mitsui Marine & Fire, Nippon Fire 
& Marine and Koa Fire & Marine, another 
cross-keiretsu. marriage. Mitsubishi's life in- 
surer, Meiji Life, also looks vulnerable. The 
talk is that mergers among the banks will 
lead to mergers between their affiliated life 
insurers as well, either when they demutual- 
ise, or before then, by setting up joint compa- 
nies to handle new business. Meanwhile, 
some Japanese bankers say that Mitsubishi 
Trust is drawing closer to Sumitomo Trust, 
which would rob Bank of Tokyo-Mitsubishi 
of a leg-up in portable pensions, another 
promising business. 

Mitsubishi's industrialists face the same 
threat. Cross-keiretsu mergers are likely in 
the steel industry, where four of the five big 
firms count either Dai-ichi Kangyo, 18] or Fu- 


jias their main bank. With their banks merg- 
ing, Mitsui Chemicals and Sumitomo Chem- 
icals may follow suit, ousting Mitsubishi 
Chemicals from the top spot. The two firms 
have already started combining some of 
their businesses, such as polystyrene. Other 
possible mergers include the two groups’ ce- 
ment and shipbuilding companies. 

Mitsubishi’s manufacturers look espe- 
cially vulnerable because they lack scale. 
Mitsubishi Heavy Industries has a finger in 

everything, from power stations to air con- 
ditioners. But it is big in nothing in partic- 
ular. Mitsubishi Electric ranks a distant 
third behind Toshiba and Hitachi, the 
other big electrical companies. This 
year’s stockmarket rally, which has 
been fuelled by talk of mergers and al- 
liances, has left the Mitsubishi group far be- 
hind (see chart). 

It is not too late to catch up. Bank of To- 
kyo-Mitsubishi could still merge with Sanwa 
Bank, for instance. Indeed, Sanwa is ru- 
moured to have put out feelers in the past 
few days. Unlike the zaibatsu, which were 
real holding companies, the keiretsu exist 
most forcefully in the minds of their mem- 
bers. Unless Mr Makihara changes his way 
of thinking, he may one day find himself de- 
fending a weak conglomerate—and not a 
very big one at that. 
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Internet retailing 


A new leat 


ITTLE fanfare greeted this week’s launch 
by sox, the online book-retailing busi- 
ness of Bertelsmann, Europe’s biggest media 
group, of a DMzom ($m) marketing cam- 
paign in Britain, Germany and the Nether- 
lands. That simply confirms that soL will 
have a struggle to catch up with the market 
leader, Amazon, which launched in Europe 
first. But the outcome of the contest will also 
help to answer a broader question. Who will 
come off best in European retailing: the 
Americans, who understand the Internet but 
not the continent, or the Europeans, who un- 
derstand the continent but not the Internet? 

The market in which Amazon and Bo. 
are vying for supremacy is increasingly 
crowded. In Britain, they are contending 
with the online operations of other big book- 
sellers, such as WH Smith, Waterstone’s and 
Blackwell’s. In Germany, they face Booxtra, 
owned by a consortium that includes Axel 
Springer, a publisher, and Deutsche Tele- 
kom, as well as Libri, a book retailer from 
Hamburg. In France, FNAC, a big bricks-and- 
mortar retailer, is selling books online, as is 
Alapage, an Internet start-up. 

Amazon and Bot have big advantages 
over the rest. But they differ a lot from one 
another. Amazon, the biggest online book 
retailer (The Economist’s website is a mem- 


THE ECONOMIST OCTOBER 23RD 1999 





ber of Amazon’s associates programme), 
was set up in 1995, so it has four years’ experi- 
ence in managing retail sites, debugging soft- 
ware, marketing and fulfilling orders. Based 
in Seattle, and run by Americans, it has little 
knowledge of foreign markets. 

Bertelsmann was established in Ger- 
many as long ago as 1835. After the second 
world war, it expanded beyond books, first 
into magazines and newspapers and then 
into television, and also beyond its home ter- 
ritory throughout Europe. Its purchase of 
Random House in 1998 made it the world’s 
largest English-language publisher. It is also 
the world’s leading book-club company, 
and book clubs—involving, as they do, dis- 
counting and mail order—are perhaps the 
closest thing the old world has to online re- 
tailing. Bertelsmann knows more about 
books, and about Europe, than most compa- 
nies do. 

Although it was born out of the Internet, 
where speed is everything, Amazon has 
moved into Europe only slowly. In Britain, it 
bought an existing online book retailer, 
Bookpages, in April 1998, and worked with it 
for six months, getting everything right, be- 
fore rebranding it as Amazon. In Germany, 
where it bought Telebuch, it moved with 
equal caution. In neither country has it yet 
replicated its American strategy of widening 
its scope to sell—and auction—everything 
imaginable. Nor has it moved into other Eu- 
ropean territories. Amazon.co.uk’s interim 
managing director, Colleen Byrum, does not 
rule out more goods or a geographical 
spread; but she says Amazon wants to be 
sure it has got everything right first. 

BOL took longer to get into the business, 
for two reasons, Bertelsmann’s book club 
proved, at least to start with, a hindrance 
rather than an advantage: worries about 
cannibalising sales held the firm back. And 





Apprentice Amazon 
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| Bags to be a well-meaning multinat- 
ional these days. Your shareholders 
clamour for value, your customers too; 
but when you try to deliver, up jump non- 
governmental organisations (NGOs) to 
protest that you are exploiting poor-coun- 
try workers. So local suppliers, to which 
you subcontract your manufacturing, 
have to becoaxed both to keep their prices 
down and to push their standards up—in 
ways that may seem reasonable in Cali- 
fornia, but look decidedly odd in Asia. 
On October 18th, with commendable 
frankness, Reebok published a 41-page re- 
port on how it was walking this particular 
tightrope in Indonesia. The exercise re- 
vived memories of a report on Nike, com- 
piled two years ago by Andrew Young, an 
American politician. Activists dismissed 
the report as a whitewash, and ran a cam- 
paign against the firm. Reebok has tried to 
tread more carefully. Its own report on its 
two main Indonesian suppliers was put 
together by an independent local firm, 
rather than a roving American, and its 
canny vice-president for human rights, 
Doug Cahn, visited Indonesia this week to 
check on how the changes were going. 
One impression from the exercise is 
the difficulty of introducing industrial- 





| Best foot forward at Reebok i 


world values into industrialising-world 
plants. “No workers”, says the report, 
“knew of any sexual-harassment inci- 
dents. In fact, many did not understand 
the [Indonesian] term for it.” So the work- 
ers are being given training in “gender 
awareness” by a suitable Indonesian NGo. 

Charged with forcing western values 
on reluctant Indonesians, Mr Cahn is un- 
repentant. Workers and managers both 
need to understand the consequences of 
their actions, he says. For example, there 
would be a thriving local market in empty 
chemicals containers, if the firm did not 
insist on their safe disposal. And many 
workers in the plants hate wearing protec- 
tive clothing. “They have to be taught that 
it’s for their benefit.” 

It is, though, a benefit that comes at a 
cost. The two Indonesian contractors 
have, Reebok reckons, each spent more 
than $250,000 to meet the report's (rela- 
tively mild) criticisms. They must be grate- 
ful that the rupiah’s fall means that their 
workers, fairly well-paid by Indonesian 
standards, are now a bargain in dollar 
terms. America’s lucky athletes can thus 
buy shoes produced by Indonesians 
working in safer and more politically cor- 
rect conditions—and at no extra expense. 











as Heinz Wermelinger, sor’s chief executive, 
admits, the firm’s decentralised nature ham- 
pered its entry on to the Internet, which nec- 
essarily involves collaboration between dif- 
ferent bits of the business. 

BOL is now trying hard to make up for 
lost time. Even as Amazon treads carefully, 
this 19th-century German 
hymn-book publisher is rush- 
ing its services out across Eu- 
rope with all the haste of an 
Internet start-up. It launched 
BOL in Germany and France in 
February, in Britain and the 
Netherlands in March, in 
Spain in September and in 
Switzerland in October; it ex- 
pects to launch in Italy soon. 
Japan comes next year, it is 
looking at South Korea and it 
has just started negotiations in 
China. Each launch isa hugely 
complex operation: a website 
has to be designed to local 
tastes and in the local lan- 
guage, a fulfilment system has 
to be put in place, and a cata- 
logue of books made avail- 
able. The British catalogue 
contains 1.2m books; the Ger- 
man, 750,000 almost entirely 
different ones. 


Bertelsmann brings some useful 
strengths to BoL. The book clubs offer free 
promotion and, in some places, a fulfilment 
system on which Bot can piggy-back. Being 
a publisher also offers some synergies: BOL 
can arrange dinner with Noah Gordon, an 
American author who is massively popular 
in Germany, as a sweepstake prize for online 
customers. And Bertelsmann’s joint ven- 
tures with aot and Lycos, a search engine, 
help to promote the retailer. “What appeals 
about Bor”, says Nick Jones, an analyst with 
Jupiter, an online consultancy, “is the pos- 
sibility of cross-fertilisation between the dif- 
ferent bits of the business.” 

So will Bot be able toelbow Amazon out 
of first place? “Not a chance,” says Philip 
Blackwell, who started the Internet Book- 
shop, which WH Smith bought, and is now 
director of electronic commerce with Cap 
Gemini, a consultancy. Bot has all the marks 
of a service built in haste. 

The Economist tested the rivals by buy- 
ing a current bestseller, “A Brief History of 
the Future”, by John Naughton. It took a cou- 
ple of minutes on Amazon, and a 15-minute 
wrestle with Bor’s software. Amazon’s copy, 
which, including book and postage, came to 
£13.84 ($23.07), arrived one day later. With 
BOL’s “one-day” delivery, book and postage 
cost £12.45—but it arrived four days later. 

= s 
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Brazil's railways 


Trucks to trains 


SAO PAULO 


The improving fortunes of Brazilian railways mirror the improving health of 
its economy. But both remain vulnerable 


AILWAYS are the reason why there is an 
awful lot of coffee in Brazil. In the 1850s, 
when British engineers and financiers first 
brought railways to the country, its vast, un- 
exploited interior was suddenly connected 
to its main ports, making possible a big ex- 
pansion of coffee planting. But by the 1950s, 
the growth of Brazil’s road network, and the 
nationalisation, neglect and mismanage- 
ment of the railways, had led to much of the 
country’s agricultural produce and other 
cargo being transported by road. The rail- 
ways were seen as slow, unreliable and inef- 
ficient; their decline continued. Now, after 
the privatisation in 1996-97 of seven rail 
firms, the railways have begun to wrest some 
business back. 

If the railways can overcome years of un- 
der-investment and offer speedier, more re- 
liable deliveries, there is certainly scope for 
growth. A recent study by the Federal Uni- 
versity of Rio de Janeiro (urrj) pointed out 
that, in both developed and developing 
countries, railways typically shift 40% of all 
cargo. Brazil’s huge size ought to give the rail- 
ways an extra advantage, yet their share is 
now only 21%. Eliseu Padilha, the transport 
minister, admits that progress since privati- 
sation has been slower than expected, but 
claims it is gathering steam and that a 30% 
market share by 2005 is in sight. Last year 
goods carried, measured in kilometre- 
tonnes, rose by 12%. 

Even 150 years after the railways first 
opened Brazil’s interior, the country still has 
much uncultivated, fertile land, as do neigh- 
bouring Bolivia and Paraguay, where grow- 
ing many crops could be made worthwhile if 
there were a rail link to Brazil’s Atlantic ports. 
Anew railway line, Ferronorte, is now being 
laid across the inland state of Mato Grosso to 
connect with the existing line to Santos, Bra- 
zil’s biggest port. Recently, Ferronorte won a 
100m reais ($50m) tax credit to speed its de- 
velopment of the line. With the government 
granting aid to railways after decades of 
throwing money at roads, railmen are dust- 
ing down other plans, such as a line to the 
north-east coast from Tocantins state. 

Changes in Brazil’s economy may also 
help the railways recover their lost glory. 
When Brazil was closed and regulated, with 
little competition, and high inflation and in- 
terest rates, firms often made most money in 
financial markets—and cared little about 
such mundane matters as transport costs. 
Now the economy has improved, business- 
es are paying more attention to such things. 
As Petronio Cancado, of Banco Pactual, an 
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investment bank, notes, many retailers and 
manufacturers are for the first time hiring lo- 
gistics directors to find cheaper ways to 
shunt raw materials and products. If trains 
runon time and to the right places, rail could 
be cheaper than road for longer journeys. 
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downs are frequent and train speeds are 
slow. Professor Paulo Fleury, a logistics ex- 
pert at UFRJ, says that productivity per loco- 
motive is around a quarter that of the Cana- 
dian Pacific railways. And on the Ferroban 
railroad, which runs around Sao Paulo state, 
typical speeds, at zokm per hour, are a third 
of what he reckons they should be. 

One obstacle the government still has to 
tackle, says Mr Fleury, is the artificially low 
cost of road transport: diesel fuel is subsi- 
dised, and road-safety laws poorly enforced, 
with badly maintained lorries motoring for 
days without the drivers taking a rest. But the 
road lobby is powerful. After a truckers’ 
blockade in August, the government 
watered down plans for higher fuel 
prices and stricter traffic laws. 

Many train journeys that begin 
on other railways have at some 
point to use Ferroban’s network to 
arrive at Santos, so improving the ef- 
ficiency of Ferroban and the port 
would help the entire rail industry. 
To tackle Ferroban’s problems, its 
operations and management have 
been merged with those of Ferro- 
norte and Novoeste (whose tracks 
run across western Brazil), which 
themselves had merged. 

As for Santos, its main problem 
is the odd way the industry was pri- 
vatised. The tracks leading to the 
port were sold, as were the water- 








One sign of change is Basf, a German 
chemicals firm, that is building a branch line 
from a plant near Sao Paulo to the network, 
with the aim of switching imports of raw 
materials from Argentina away from roads. 
Andreas Kessen, sasr’s logistics director, 
says rail is still slower than road, but lower 
cost makes up for this. The recent takeover of 
two Argentine railways by Fsa, a rail opera- 
tor in southern Brazil, holds out the prospect 
of quicker journeys between the two main 
partners in the Mercosur free-trade zone. 

The firm that is furthest ahead in attract- 
ing new capital and applying it to improving 
the rail infrastructure is mrs Logistica, which 
took over the tracks linking Sao Paulo to Rio 
de Janeiro and the mining state of Minas Ge- 
rais. MRS has already launched a $320m in- 
ternational bond issue to finance its plans, 
and last month it raised a further 165m reais 
from its shareholders. Mauro Knudsen, the 
company’s chief executive, says that his rail- 
way carried 46m tonnes in 1996, that he has 
firm contracts for 65m tonnes next year, and 
that he is now negotiating deals to increase 
volume to 100m tonnes in 2008. 

Much has still to be done before Brazil 
enters a new age of the train. Although the 
bloated pre-privatisation workforce of 
51,000 has been cut by more than half, la- 
bour productivity is still low by internation- 
al standards, and a lot of the track, signalling 
and rolling-stock is in poor condition. Break- 


front terminals; but in between are 
200km of crumbling railway tracks that are 
still run by an inefficient federal ports agen- 
cy. Talks are now under way for the private 
rail firms to take over and improve these 
lines. In the meantime, the port agency has 
said it will cut its workforce by 45%. 

As well as attracting capital to spend on 
their own infrastructure, Brazil’s rail firms 
need to encourage investment in road-rail 
interchange terminals, especially if they are 
to win more business transporting manufac- 
tured goods, for which margins are much 
higher than they are in shifting bulk com- 
modities. An encouraging sign, says Mr Fleu- 
ry, is that several of the world’s biggest logis- 
tics firms, such as Ryder of America and 
Danzas of Switzerland, have arrived in Brazil 
recently. These firms, he says, will bring the 
know-how, and perhaps the capital, to im- 
prove the rail network’s links with the roads. 

As with so many of the business pros- 
pects Brazil has to offer, the railways’ future 
depends most of all on the country’s econ- 
omy—whether growth resumes next year, 
whether inflation stays down, whether the 
government gets its finances under control 
and reforms the messy tax system, and soon. 
But today’s foreign investors are likely to be 
rather more cautious in putting up money 
for the modernisation of Brazil’s railways 
than were the 19th-century pioneers who so 
eagerly financed their construction. 
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The burger king 


Some good news for Gallic intellectuals—under Rafik Mankarious, McDonald’s Hamburger 
University is becoming a bit, well, unAmerican 


AUGH, cry, faint: it is hard to imagine how 
the average cash-starved headmaster or 
university dean would respond to a tour of 
Rafik Mankarious’s school. The setting is idyl- 
lic, by the standards of modern education. A 
low stone building, with a nice art collection, 
stands on the edge of a lake. On the other side 
of the water are the student “digs”, a comfort- 
able lodge run by Hyatt. Inside the building, 
gleaming lecture-halls beckon; a huge team of 
interpreters sits ready to translate lessons into 
26 languages; videocameras, computers, audi- 
ence-response keyboards and other new tech- 
nologies seem to be everywhere. Even the stu- 
dents look attentive. It is only when you start 
to listen to what is being taught—“and don't 
forget the Coke and fries’”—that you realise 
where you are. 

Hamburger University, which sits at the 
heart of the McDonald's campus at Oak Brook just outside Chica- 
go, has trained more than 65,000 “bachelors of hamburgerology” 
since the first class took place in 1961, in the basement of a restau- 
rant. The company’s founder, Ray Kroc, was fanatical about train- 
ing, lecturing franchisees about such matters as clean toilets. Hu 
now teaches 7,000 students a year. Mr Mankarious sits at the heart 
of a network that includes another four overseas campuses, more 
than 100 training centres and 300 full-time trainers. 

There are now some 1,600 corporate universities in America, 
four times as many as a decade ago. The practice is also increas- 
ingly popular in Europe (Anglian Water has a University of Water; 
Unipart, a British car-parts company, has a place that likes to be 
known as the “u”). Some training centres are more influential than 
real universities, All the same, Hamburger University stands out, 
not just for the sheer wackiness of its name, but also for its ambi- 
tion: to make some 1.5m workers march toa single McDrum. 

HU is part business school and part technical workshop, but 
mostof all itis a teacher-training college. Its students are chiefly op- 
erating managers who go forth to teach others. Training is endemic 
at McDonald's. It starts the moment that the lowliest burger-flip- 
per joins up. By the time they reach Oak Brook, restaurant manag- 
ers should have had at least 2,000 hours’ training. 

The aim, according to Mr Mankarious, is to make working at 
the firm an “apprenticeship in retail hospitality”. Like many of the 
slogans in the air at Oak Brook, this one is 
served with extra cheese, but Mr Manka- 
rious can at least claim to know what he is 
talking about. He started at McDonald's 
as a Management trainee in a burger joint 
in Melbourne 19 years ago. 

Mr Mankarious’s parents emigrated 
from Egypt to Australia a decade earlier. 
Australia was a fortuitous choice for a ca- 
reer at McDonald’s. The country is now 
equal with the United States as the most 
densely McDonaldised in the world; it is 
becoming something of a model for the 
firm. Mr Mankarious, who headed train- 





ing in Australia until he came to Hu at the 
start of 1998, persuaded Australia’s goy- | “* Sompery reports 





CosMcpolitan 


McDonald's systemwide restaurants 
number: 


in United States 





ernment to let the firm award official diplo- 
mas. He wants to import that idea to Oak 
Brook, as well as stressing such highfalutin’ 
notions as leadership, alongside the usual fare 
of technical efficiency. 

However, his introduction has plainly 
been about more than spreading best prac- 
tice. As the first foreign dean of nu, Mr Man- 
karious is meant to bring in a little unAmeri- 
canness. In one sense, that unAmericanness 
has long been a growing force at McDonald's. 
Foreign restaurants have just reached the lev- 
el of those in the United States (see chart); 
more than half the students at Hu come from 
overseas. On the other hand, although he has 
already increased the number of non-Ameri- 
can professors at Hu from four to nine, outofa 
total of 25, Mr Mankarious is still one of the 
few permanent foreign faces at Oak Brook. 

More fundamentally, McDonald’s now realises that its future 
success relies on its foreign restaurants coming up with ideas, rath- 
er than acting as mere distribution-points. Despite its critics in 
L’Academie Francaise, McDonald's has always been good at 
adapting its menu to local tastes, selling bulgogi burgers in South 
Korea and offering teriyaki sauce in Japan. But it has mostly failed 
to turn non-American ideas into global ones. And it also has a re- 
cent history of seeming more fixated by its processes than by its 
product. Even as it was refining Mr Kroc’s beloved operating man- 
uals, Burger King (motto: “It just tastes better”) was sneaking up. 


Big ideas togo 

Jack Greenberg, McDonald's boss since last year, is trying to 
change this, introducing new faces at head office and pushing new 
products, such as the McFlurry, a dessert invented in Canada that 
isnow sold in 36 countries. Training is both part of Mr Greenberg's 
problem and part of his solution. In the past, McDonald's top brass 
has tended to use Hu to instruct its people rather than to learn 
from them. Now Mr Mankarious encourages his students to air 
complaints and swap ideas. Mr Greenberg talks enthusiastically 
about the time he spends answering questions at each nu course, 
as the “best way of getting information from the field” on anything 
from the firm’s new ten-second toasters to his recent restructuring. 
Mr Mankarious wants to integrate his training more closely with 
McDonald's research laboratories. 

This is an issue that other corporate 
universities have to tackle too. Ge’s Jack 
Welch has long used “the pit” at Croton- 
ville as a mixture between a bully pulpit 
and a session of Maoist self-criticism. But 
it is a hard balance to get right. Despite 
their posh names, corporate universities 
are as much vehicles for propaganda as 
they are centres of learning. Mr Manka- 
rious is right to stress the softer side of 
training. But McDonald's future also de- 
pends on his university sending away the 
troops with “ketchup in their veins”— 
and on making sure that nobody forgets 
the Coke and fries. 
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You're a major player in the securities 
amarkets. So when it’s time to trade, the 
-whole world is your competition. 

If the market knows what you're 
doing, it may move against you — 
driving the price up or down — before 
you can take advantage of it. 

That’s why you trade electronically 
with Instinet — for the anonymity you 
want and the liquidity you need. 

Thousands of institutions around the 
world use Instinet to electronically 
access some of the broadest, deepest, 
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most liquid trading opportunities 
anywhere. 

And because we don’t have our own 
portfolio, we never compete or take a 
position opposite your trades. 

Our goal is to help you get the 
fastest trade at the best price — and we 
handle the follow-up automatically. 

If you'd like the better performance 
that can come with anonymous 
trading, call our international freephone 
number +800 INSTINET (+800 4678 
4638) or visit www.instinet.com 
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Wall Street and stockmarkets elsewhere in the world have survived a difficult 
couple of weeks. But most markets remain sharply off their highs; and there 


are more hurdles ahead 


66 F PREFER to think of this as the 12th anni- 

versary of a great buying opportunity,” 
opined one television pundit when asked, 
on the anniversary of Black Monday, about 
the risk of a repeat of the 1987 crash. Al- 
though traders on the New York Stock Ex- 
change debated whether even-handedness 
required them to sport Dow 10,000 baseball 
caps on the way down as well as up, and the 
weekend press was full of gloomy stories, 
few admitted to being really worried. Octo- 
ber has certainly been a difficult month for 
the markets; but isn’t it always? 

Whether this faith in perpetual re- 
bounds will be justified this time remains to 
be seen. The market is having to get over ever 
more awkward hurdles to justify its valua- 
tions. Even after the recent sell-off, the views 
of Goldman Sachs’s Abby Joseph Cohen, 
who thinks that some equities are cheap, are 
not widely shared. By most traditional yard- 
sticks they are still remarkably expensive. 
And rapidly rising bond yields—the yield on 
30-year Treasuries rose this week to the high- 
est level in two years (see chart on next 
page)~are making them look pricier still. 

Finally, bond yields are rising in America 
for worrying reasons. As one might expect 
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after such a long economic expansion, infla- 
tionary pressures are starting to intensify. 
And growth in the rest of the world is also be- 
ginning to pick up, which is likely to make 
foreigners less willing to go on financing 
America’s huge current-account deficit. 

All this explains why the markets react- 
ed so badly to hints on October 14th by Alan 
Greenspan, chairman of the Federal Re- 
serve, that equity valuations were looking 
increasingly risky. They were also spooked 
by a surge in the producer-price index pub- 
lished on October 15th. Prices recovered a bit 
(though in the case of the bond market, not 
even that) in response to this week’s figures 
showing that consumer-price inflation was 
not picking up fast, though a 0.4% rise in Sep- 
tember is hardly benign; and that the trade 
deficit had also shrunk slightly (though a 
couple of hundred million dollars is small 
beer in the context of a $25 billion current-ac- 
count deficit). | 

Most American markets have already 
been treading water for a surprisingly long 
period. Last autumn, when the Dow fell to 
7,600, it bounced back to more than 9,000 
within a few weeks. The Dow went above 
11,000 for the first time back in May; since 





then it has either been drifting sideways or, 
of late, mostly falling. The index is still about 
10% below its all-time high touched in Au- 
gust. The technology-dominated Nasdaq in- 
dex, which fell earlier in the year, has looked 
a bit healthier recently, but its rise has been 
almost entirely due to a handful of big firms, 
such as Microsoft, Intel and Dell. Even the 
technology picture is muddied. On October 
2oth 1BM, which is in the Dow, announced 
poor third-quarter results. 

Most headline averages anyway paint 
an unduly rosy picture. Shares in some big fi- 
nancial firms in the Dow are down by more 
than 20% from their highs and the average 
American share has been having a pretty ter- 
rible time since as long ago as April 1998. Ac- 
cording to Chuck Zender of the Leuthold 
Group, a research firm, the “advance-de- 
cline” line, which measures the difference 
between the number of shares with rising 
prices and the number with falling prices, is 
dropping like a stone, and now looks more 
ominous even than before the 1987 crash. 

And this is despite bumper profits. Ac- 
cording to Chuck Hill of First Call, a research 
firm, profits for companies in the sar 500 are 
likely to be 22% higher in the third quarter of 
this year than they were a year earlier. Profits 
growth in 1999 is on course to be 17%, com- 
pared with 3.7% in 1998. Less happily, how- 
ever, Mr Hill reckons this is likely to be as 
good as it gets. This year’s rapid growth rates 
reflect a rebound from artificially low bases 
in 1998, such as those caused by the General 
Motors strike last summer and the huge trad- 
ing losses by financial firms in the autumn. 


Bubble and squeak 


Standard measures of stockmarket valua- 
tion tend, as ever, tocome up with wildly dif- 
ferent estimates of Wall Street’s current “fair 
value” , but almost all concur on one point: 
the market is significantly overvalued. A re- 
cent study by Phillips & Drew, a fund man- 
ager, considers three valuation measures for 
the sap 500. The first is the ratio of the stock- 
market value of non-financial companies to 
their net worth. This measure suggests that 
share prices need to fall by 48% to bring them 
back to a “fair value”. A second measure, 
based on the price/earnings ratio, suggests 
that prices need to fall by 54%. And a third, 
the dividend yield (the ratio of dividends to 
share prices), points toa fall of 63%. 

Taking an average of these three mea- 
sures, Wall Street might be said to be more 
than 50% overvalued today; on the eve of the 
1987 crash it was 25% too high. Other studies 
have suggested that Wall Street is more over- 
valued today than it was on the eve of the 
1929 crash. In other words, unless you be- 
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lieve that tried and tested valuations have 
been chucked out of the window by the 
“new” economy, this looks like the biggest 
stockmarket bubble in American history. 

It is also one under increasing pressure, 
not least from the bond market. Until last au- 
tumn, bond yields and share prices had 
been moving, reassuringly, in opposite di- 
rections, The yield on 30-year Treasuries fell 
to a low in October 1998 of 4.7%. But yields 
have been moving up (and prices falling), 
more or less remorselessly, ever since. This 
week, despite what most thought benign 

_ statistics, they nearly touched 6.4%—which 
makes shares, when compared with bonds, 
even less enticing. 

There are two reasons for rising bond 


yields. The first is that the Fed is thought to be 
“behind the curve”’,ie, it is reacting too slow- 
ly toincipient inflationary pressures, such as 
a tight labour market and rapid growth in 
consumer spending. The second reason is 
that growth elsewhere in the world is picking 
up, offering more attractive investments 
than risk-free Treasuries. Bond yields have 
risen everywhere, not just in America. 


Healthier world, sicker Dow? 


America’s stockmarket bubble has been 
partly financed by foreigners, notably the 
Japanese, who account for one-third of the 
world’s savings. With Japan’s economy in re- 
cession until recently, Japanese savers have 
been keen investors in American Treasuries. 


Besides financing the trade deficit, these cap- 
ital inflows have also supported the dollar 
which, between April 1995 and late 1998, 
strengthened by 50% against the yen. This 
produced a circle in which booming asset 
prices increased demand for the dollar; and 
this, in turn, increased demand for financial 
assets. Of late, however, the dollar has fallen 
back. 

One reason for this is a better outlook for 
the Japanese economy, which grew in the 
first half of this year by more than 3% com- 
pared with the previous six months. Grow- 
ing business confidence, low inventories 
and buoyant industrial production all point 
to further growth ahead (see chart). Bond 
yields have risen: this time last year, ten-year 
Japanese-government bonds yielded a piti- 
ful 0.7%; now they yield 1.9%. As a result, the 
difference between real yields in America 
and Japan has narrowed from a peak of 
nearly 5% in early 1998 to just over 2%, mak- 
ing dollar assets less attractive. 

Nor is Europe a ready source of cash. 
Economic growth is strong in France and 
picking up in Britain, Italy and Germany. 
Moreover, points out Teun Draaisma of 
Morgan Stanley Dean Witter, there is less in- 
flationary pressure in Europe and the euro 
looks steady. Part of the reason for this is that 
continentals seem to want to keep more of 
their money at home. Mutual-fund inflows 
for July and August were the third- and 





Med sea bubble 


VEN as Alan Greenspan frets about 

how to handle America’s stockmarket, 
bubble-watchers should spare a thought 
for policymakers on the sun-soaked Medi- 
terranean island of Cyprus. Investors there 
are taking stockmarket mania to new 
heights. 

When it opened three years ago in Nic- 
osia, the Greek-Cypriot capital, the Cyprus 
Stock Exchange seemed set for a quiet life, 
with daily turnover last year rarely topping 
3m Cypriot pounds ($1.6m). This year, huge 
demand for its 50-odd shares has pushed 
the index up by more than 500%. Daily 
trading volumes have topped $200m, and 
traders scarcely flinch when the index 
jumps by 15% in a day. Share valuations are 
in the stratosphere: Bank of Cyprus, the 
largest listed firm, has a price-earnings ra- 
tio of 70. What is going on? 

One reason for the surge is that Cyprus 
is seen as a convergence play—yes, really— 
now that it is in talks to join the European 
Union; the prospect of closer ties with 
Greece, an Eu member, has also boosted 
takeover activity. Another factor is the in- 
creasing prospect of a political settlement 
of Cyprus’s long-standing division into 
Greek and Turkish zones. Cyprus has also 





become a favourite destination for Russian 
money, some of which goes into the stock- 
market. 

The main factor, though, has been sim- 
ple herd mentality. As soon as returns on 
shares started looking decent, ordinary 
Cypriots piled in. Some have bet their life 
savings on the market; others have bor- 
rowed to buy shares. Fittingly, in a country 
where beach restaurants tend to raise 
prices rather than mark them down in the 
slow season, the amateur investors—reck- 
oned tobe one in four adults—are more en- 





thusiastic than financially savvy. Mamoun 
Tazi of Salomon Smith Bamey says most 
look at absolute numbers rather than fun- 
damentals. A share priced at 3 Cypriot 
pounds is good value; one costing 3,000 
Cypriot pounds sounds like a rip-off. Small 
wonder that listed companies have been 
“adding value” by splitting their shares 
into smaller units. 

All of which has caused plenty of 
headaches for the financial authorities. | 
The exchange was forced to close for most | 
of September so that bewildered brokers | 
could clear a backlog of some 60,000 orders. | 
Investors must now stump up cash before 
placing buy orders; transaction volumes 
have been restricted to 2,000 per session (a 
figure hit in the first 13 minutes of one day 
last week). 

Although the central bank has tried 
talking the market down, and has asked 
banks to stop lending to would-be punters, 
they show nosign of cooling. Almost every 
day since the exchange reopened, it has hit 
anew high, despite the retreat of foreign in- 
vestors and Cypriot institutions. New list- 
ings are lapped up: a recent one was 50 | 
times oversubscribed. Dinos Papadopou- 

| 








los, the exchange’s chairman, is hoping for 
an orderly correction. He sees the euphoric 
mood “continuing for a while, but after 
thatitťs hard to predict”. Really? 
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The brick depicted has been specially designed far this advertising and is not available for sale on the market. 


Thanks to a well-considered strategy of 
expansion and diversification, ABX LOGISTICS 
is now one of the 10 most important logistics 
providers in the world. That systematic 
growth is characteristic of ABX LOGISTICS’ 


policy of building a reliable and 
efficient worldwide partnership 
with all its customers, tirelessly 
and brick by brick. Because of 
its one-stop-shopping concept, 
ABX LOGISTICS saves you time 





ABX LOGISTICS 








and effort, and therefore money. For any- 


thing that needs to travel daily from airport 
to airport, for unusual loads or even special 
express services, we have the perfect tailor- 


made solution. Add to that our innovative 


ABX 


IT systems, plus a global network 
of 300 offices in 25 countries 
and you will be convinced that 
ABX LOGISTICS is your most 
reliable connection to the inter- 
national market. 


ABX LOGISTICS AND YOU. MULTIPLYING FORCES. 
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(( Ansett Australia stand out in the 1999 Survey for the 
unparalleled level of quality supremacy over other 
carriers evaluated. Whilst only operating a limited international 
network, their quality levels should serve as the Quality Benchmark 
for the industry as a whole when looking at the standards of 
Business Class product and allied staff service delivery. 

Not only does Ansett catering represent best global 
quality for long-haul business class, but Ansett standards are ahead 
of most carriers First Class quality levels. 

Ally this with the Ansett staff service quality, and there 
can be few in the industry that could dispute their No.1 
ranking — as official carrier for the Sydney 2000 Olympic 
Games, Ansett look likely to attract an increasing 
number of very satisfied clients in the coming year. J 


Edward Plaisted 


Managing Director IRS 
1999 World Business Class Survey 
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sixth-biggest on record ($12.1 billion and $u 
billion). Indeed, European flows into mutual 
funds have overtaken American ones 
(Americans poured “only” $9.2 billion into 
mutual funds in August). Higher growth 
prospects have driven yields on ten-year 
German government bonds to their highest 
levels in two years. 

The problem is that a healthier world 
economy could, paradoxically, bring about 
its own downfall, if rising interest rates push 
America’s stockmarket over the edge. Few 
analysts think that this would sound the 
death-knell for other countries’ economies 
and markets. But there are reasons to worry. 
Despite being less generously valued, in re- 
cent years European stockmarkets have 
done even worse than America’s when the 
latter's have fallen sharply. Richard David- 
son, at Morgan Stanley Dean Witter, finds 
that in all the Wall Street corrections since 
1970, Europe has had a nasty habit of lurch- 
ing down after Wall Street has bottomed out. 

Besides a herd mentality, there are two 
good reasons for this. America accounts for 
roughly 16% of world imports. Second, the 
level of the dollar is closely connected with 
the level of the stockmarket. As goes the Dow 
so goes the dollar. Although the Japanese 
economy (the world’s second-biggest) is do- 
ing a bit better now, imagine what might 
happen if the dollar were to fall to anywhere 
near its level in April 1995 of ¥79.85. 

Allof which leaves the Fed in adilemma. 
Although members of the Federal Open 
Market Committee profess to be uncon- 
cerned about a stockmarket fall—the last 
few have left not the merest dent in econ- 
omic growth—they are now trying to talk 
down a (they claim non-existent) stock- 
market bubble without ruining the underly- 
ing economy in America or elsewhere. No- 
vember could well prove difficult. 


Banks in Spain 
Spanish 
practices 


MILIO YBARRA, chairman of Banco Bil- 

bao Vizcaya (BBv), is adamant: “from 
both points of view, it is a merger of equals.” 
That, if you believe him, is why Bev, Spain’s 
second-largest bank by assets, is not payinga 
premium to take over Argentaria, the third- 
largest, in the merger that was announced on 
October ig9th. The deal is being structured as 
a takeover of Argentaria by sgv, they say, 
only for tax and legal reasons. 

Pull the other one. By any relevant mea- 
sure—assets, market capitalisation, interna- 
tional reach, management expertise—sev 
dominates the recently privatised Argenta- 
ria. Shareholders in Argentaria are being of- 
fered a derisory sum for control of their 


THE ECONOMIST OCTOBER 23RD 1999 

















bank. The reason why its chairman, Francis- 
co Gonzalez, is willing to accept these terms, 
seems to be that he will be sole executive 
chairman (from 2002) of Spain’s biggest 
bank by market capitalisation. Napoleonic 
tendencies run deep in Europe. 

Consolidation among European banks 
has quickened of late—especially since the 
introduction of the single currency at the be- 
ginning of this year. The French were royally 
entertained earlier this year with a double 
(but only half successful) hostile bid by Ban- 
que Nationale de Paris for two other French 
banks: Société Générale and Paribas. In Brit- 
ain, Bank of Scotland has launched a hostile 
bid for National Westminster Bank. But 
banks in Spain have been consolidating fast- 
er than in any other European country. 
There are few more to be bought. 

Although there may be some deals 
among Spain’s smaller banks or the cajas 
(savings banks), which are owned by local 
governments, these are small and, on an in- 
ternational scale, of little significance. In con- 
trast, Banco Santander Central Hispano 
(Bsc), itself the product of a merger earlier 
this year that helped to spark the latest deal, 
is flexing its muscles. This week, it won the 
backing of the European commission in its 
fight with the Portuguese government, 
which wants to stop it taking over the Cham- 
palimaud financial group. Through its stake 
in Royal Bank of Scotland, it might become 
involved in a bid for NatWest. If, as expected, 
the latest deal comes off, Bava will be well- 
placed for international expansion, too. 

Shareholders in Argentaria might still 
question whether to confirm the marriage. 
Normally, they might have expected to be 
offered a premium of 25%, say, or around 
€2,5 billion ($2.7 billion), for control. Instead, 
the relative shares in the deal were struck by 
reference to both banks’ share-price trading 
range over the past year. The outcome was 
that Argentaria’s share of the new group, just 
under 30%, was determined at a slight dis- 
count to the level at which shares closed on 
October 18th. One sourceclose to the deal de- 
fends the terms: “If you take away the size, 
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and look at the corporate governance, it’s ex- 
actly a merger of equals.” So do both of the 
banks’ chairmen: “A very important Ameri- 
can bank, in this case Merrill Lynch, advised 
that a premium was not necessary,” says Mr 
Gonzalez. 

And why was this, you might ask? For all 
that the deal may not be brilliant for Argen- ` 
taria’s shareholders, it is rather good for the 
“very important” American bank. Though 
the fee for such “fairness opinions” is low by 
the heady standards of investment banking, 
it boosts Merrill’s position in the all-impor- 
tant mergers-and-acquisitions league tables, 

Will the combined bank be a successful 
one? Quite possibly. In an already concen- 
trated market, the new spva will have a fifth 
of loans, funds under management and pen- 
sion funds, and 17% of deposits. The new 
group says it will keep costs under control, 
promising to eliminate 17% of joint domestic 
expenses in the next three years, The two also 
plan to eliminate some overlap in Latin 
America, where sev has been particularly 
acquisitive in the past four years. The new 
group will have a wide-ranging banking net- 
work there, with more than 2,200 branches. 
Even more attractive are its 10m pension- 
fund customers, accounting for nearly one- 
third of the Latin American pensions mar- 
ket, according to Salomon Smith Barney. 

With not much room for growth in its 
home market, the two banks want toexpand ~ 
elsewhere in Europe, starting with southern 
Europe. The two already have subsidiaries in 
Portugal and Andorra, and stakes in Italian 
and French banks. Indeed, sgsv is in the 
midst of talks with UniCredito, Italy’s third 
largest bank. First, however, they must per- 
suade Argentaria’s shareholders to sign up. 


Consumer credit in Brazil 


Darned interest 


SAO PAULO 


OU might take out a loan to buy a car, 

but a pair of socks? In Brazil’s shopping 
centres, exhortations to buy on credit, even 
for pairs of socks (repayable in three easy in- 
stalments), have become increasingly com- 
mon. But this is not a sign that Brazil is on a 
credit binge. Personal debt as a share of na- 
tional income is far lower than in, say, Amer- 
ica. Such is the cripplingly high interest rate 
charged on consumer credit that people 
tend to buy on tick only things that cost little 
(eg, socks) on short repayment terms. 

The government wants to do something 
about this. Earlier this year, President Fer- 
nando Henrique Cardoso, concerned that a 
lack of affordable credit was hampering the 
economy, asked the central bank to investi- 
gate. In mid-October it produced its find- 
ings. The bank’s study, based on banks’ bor- 
rowing and lending between May and July, 
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Can't pay, won't 
Components of the spread between Brazilian 
banks’ borrowing costs and lending rates 
May-July 1999, % of total 
Banks’ net = Defaults 35 
profits 18 J 
Administrative Taxes 25 
costs 22 

| Source: Central Bank of Brazil | 








showed that although banks were borrow- 
ing at an average annual interest rate of 21% 
(roughly the same as official overnight rates), 
they were lending to businesses at an aver- 
age cost of 66%—and to individual consum- 
ers at an astonishing 119%. 

Such high loan rates certainly look like a 
classic bank rip-off. That they persist, how- 
ever, owes something to banks’ concentra- 
tion on other money-spinning schemes. Un- 
til 1994, when Mr Cardoso, then finance 
minister, introduced his inflation-busting 
real plan, official interest rates were so high 
that the few clients who took out credit real- 
ised that the banks were adding a big margin 
on top. For their part banks did not try hard 
to make loans more attractive mainly be- 
cause they were too busy playing the finan- 
cial markets. Last year, just as the plan’s ap- 
parent success was beginning to change all 
this, the banks made a packet by betting cor- 
rectly that the government would devalue 
the real. Now that the crisis is over, interest 
rates have fallen, and banks are finding pro- 
fits harder to come by—and their big credit 
mark-ups are becoming more obvious. 

There is another reason for these huge 
mark-ups: Brazil’s high default rates (see 
chart). These, in turn, are partly attributable 
to the country’s creaky justice system, which 
makes it hard and costly to chase up bad 
debtors—the more so given that the amounts 
borrowed are usually fairly small. Elcio dos 
Santos, a director at Losango, a chain of con- 
sumer-loan outlets owned by Lloyds rss, a 
British bank, reckons that his average cus- 
tomer borrows just 300 reais ($150)—too 
small to bother chasing up should the loan 
sour. The central bank wants to make it 
cheaper for banks to chase bad debtors. 

It is also proposing to beef up its existing 
register of borrowers to allow banks to deter- 
mine more accurately which credit risks are 
good and which bad. Although credit-scor- 
ing is widely used in America and Europe, 
and is in growing use in other Latin Ameri- 
can countries such as Argentina and Chile, it 
is new to Brazil. As David Thomas, Lloyds 
TSB’s Brazilian chief, notes, the lack of infor- 
mation on who might be a decent credit risk 
has made local banks err on the side of cau- 
tion. So potentially sound borrowers are de- 
nied credit.Once higher-risk customers have 
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been more accurately identified, the cost of 
credit to the rest should fall. But the idea of 
credit scoring is controversial in Brazil; some 
think it may be illegal for banks to give infor- 
mation about their customers to credit bu- 
reaus. The central bank has suggested a new 
law to clarify the practice's legality. 

The private sector has already set up a 
bureau of its own. Serasa, a credit-informa- 
tion agency, owned by a group of banks, re- 
cently launched a scheme that uses informa- 
tion such as whether borrowers have made 
timely payments and how long they have 
been in their jobs, to provide an overall 
“score”. This is a prediction of the likelihood 
of a customer defaulting over the next 12 
months. Serasa has been collecting such in- 
formation on consumers for the past three 
years. It now has basic details on about 10m 
Brazilians—ie, most of the adult population. 





Russia’s economy 
Surprise, surprise 


MOSCOW 


IVEN a choice between intelligent intu- 

ition and Russia’s notoriously unreli- 
able official statistics, it is usually a good idea 
to opt for the first. In a month when a re- 
markable 20% year-on-year rise in industrial 
output has provoked a new burst of opti- 
mism in some quarters, a new study of Rus- 
sia’s appallingly mismanaged industry by 
McKinsey, a management consultancy, pro- 
vides a useful corrective. 

The study compares Russian-based 
companies (whether foreign or locally 
owned) with their American counterparts, 
sector by sector. It shows that Russian pro- 
ductivity is, on average, only 19% of Ameri- 
can levels. Before the post-Soviet slump in 
output, it was only 30%. Depressingly, the 
10% of the workforce that works on industri- 
al capacity installed after 1992—presumably 
the best—is still producing at only 30% of 
American levels. 

Why? Most Russian companies have not 








Productivity enhancement, old style 


A more efficient market should of itself 
bring down the price of borrowing in Brazil. 
But the central bank also thinks a bit more 
competition would help. In recent years for- 
eign banks have been encouraged to buy lo- 
cal financial firms, though the challenge of 
integrating their purchases means that they 
have yet to have an impact on competition. 
To inject more, the central bank wants to 
publish comparisons of the differing rates 
that banks charge on overdrafts. At the mo- 
ment these often exceed 200%. 

There is some evidence that cheaper 
credit would also give the economy a boost. 
Large retailers that have cut their in-store 
credit costs for items such as fridges and 
washing machines are reporting a pick-up in 
sales. Cheaper consumer credit in general 
should give the economy still more of a fil- 
lip—not to mention more well-clad ankles. 


shed workers (although they frequently pay 
them late or notatall). That pulls productivi- 
ty figures down. Also, companies are still run 
by what McKinsey politely calls “antiquated 
modes of organisation”. These include miss- 
ing or inadequate marketing and sales skills, 
poor quality control, and lack of incentives 
and teamwork (to which one might add en- 
demic theft, drunkenness and carelessness). 

More interestingly, the study highlights 
the effect of a lack of investment. It argues 
that limited upgrades and better organisa- 
tion (coupled with Russia’s very low labour 
costs) could make large parts—it suggests 
three-quarters—of the old Soviet industrial 
base profitable. New projects are lacking too: 
in retailing, for example, where supermarket 
outlets have a mere 1% market share, com- 
pared with 18% and rising in Poland. 

The prime cause of all this waste is that 
Russian business competes on the basis of 
political connections rather than costs, qual- 
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ity and price. The distortions embedded in 
the system—tax breaks, access to cheap land 
or energy and freedom from bureaucratic 
harassment—mean that, though competi- 
tion is often intense, the least productive 
companies can come out winners. 

As so often with consultants, the flip- 
charts are better at explaining the problem 
than at offering convincing solutions. If dis- 
torted competitive conditions, rather than 
bad corporate governance and no proper 
banking system, are a main cause of Russia’s 
plight, this should come as no surprise. 
Blandly to assert that Russia needs a simpler 
tax system, and that less red tape would 
mean less corruption, ignores the vested in- 
terests that sustain the current system. “If 
only Russia were different, it could be a won- 
derful country” is a lament that the country’s 
greatest writers have been proclaiming for 
two centuries—and in better prose. 

And as for the lack of investment, the 
problem is not shortage of money, but keep- 
ing the plenty which exists from fleeing the 
country. Although there was a trade surplus 
in July and August, taken together, of $5.5 bil- 
lion, the reserves barely budged. Yet only 














about half of the capital inflow from the 
trade surplus was accounted for by debt ser- 
vice and other payments. “The other $2.5 bil- 
lion just disappeared somewhere,” says Ro- 
land Nash, chief economist at Renaissance 
Capital, an investment bank. 

What the country’s current economic 































































performance really suggests is that the win- 


dow of opportunity opened by last year’s 
crash is being wasted. For a start, investment 
in fixed assets is practically flat. Second, al- 
though output is up sharply compared with 
last year (when it slumped), the crucial com- 
parison is with the year before. For the first 
nine months of this year, industrial produc- 
tion is up only 2% compared with the same 
period of 1997—despite a huge (75%) deval- 
uation. All this hardly suggests dramatic re- 
structuring. Third, the temporary stability in 
public finances and the rouble may prove il- 
lusory. The mF has warned that it does not 
want to see the cost of the war in Chechnya 
appear in the government's accounts. Even 
if Russia’s elastic state budgeting practices do 
manage to conceal the bill, the money must 
still be found somewhere. 

Itis of course possible that Russia’s mon- 
eymen will suddenly decide, after a decade 
of whisking every kopeck they can off to 
New York or Antigua, that now is the time to 
invest in the motherland. Then again, they 
may read the McKinsey report and decide 
not to. 
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BELING 


AT China’s financial links 
with the rest of the world are expand- 
ing, data about them remain scant. That 
may be why China-watchers place undue 
emphasis on what is published regularly, 
namely the monthly data on China’s exter- 
nal trade and foreign direct investment 
(Fpi). These have painted a mildly warm- 
ing picture of late. Exports seem to be pick- 
ing up at last, while ror—down by just 10% 
this year—has not fallen as much as some 
had feared. The case for a yuan devalua- 
tion, many conclude, is weakening. Yet 
there are other signs. 

Thanks to the obsession with monthly 
figures, one change in China’s financial 
flows over the past couple of years has 
gone little noticed. In 1996 China had a cap- 
ital-account surplus of $40 billion. By last 
year, that had swung to a deficit of $6.3 bil- 
lion, with a near-$30 billion decline taking 
place in 1998 alone. Although some $45.6 
billion of capital flowed in, $52 billion, offi- 
cially noted, passed it on the way out. 

Some of that was foreign money. Last 
year, foreign banks pulled in their horns. 
Having lent $8.7 billion in China in 1997 
they withdrew $8.6 billion last year. Portfo- 
lio investment shrank by $3.7 billion. 

After allowing for small sums of mon- 
ey lent or invested by China abroad, the 
best part of $35 billion of Chinese money 
seems to have left the country last year. 
Does this matter? China ran a current-ac- 








Money in, money out 


count surplus in 1998 of $29.3 billion, offset- 
ting its capital-account deficit by $23 bil- 
lion. Yet  foreign-exchange reserves 
increased by a paltry $5 billion, to $145 bil- 
lion. Some $18 billion seems to have disap- 
peared, mostly into a black hole labelled 
“errors and omissions”. Has China got a 
problem with capital flight? 

Economists tend to be more sanguine 
about China’s capital flight than, say, Rus- 
sia’s (see story above). If Chinese compa- 
nies are worried about devaluation, it 
makes sense for them to stash foreign ex- 
change offshore. They can do this by falsi- 
fying import orders or keeping exportearn- 
ings out of China. The government may 
not like this—indeed it has cracked down 
on it—but at least much of the money re- 
mains as Chinese companies’ working 
capital. The Chinese, unlike the Russians, 
are not enriching money launderers and 
tax havens. A large if unquantifiable 
amount of capital returns to China, as for- 
eign investment eligible for tax breaks. 

Nicholas Lardy of the Brookings Insti- 
tution notes another reason for the out- 
flows: a huge increase in trade credit ex- 
tended to foreign (mainly South-East 
Asian) buyers of Chinese goods. Chinese 
firms have not traditionally got involved in 
export finance. That changed when Asian 
turmoil threatened a collapse in Chinese 
exports. In the end, exports reportedly 
grew by 0.5% in 1998. That good perfor- 


mance is explained, says Mr Lardy, by the 
extension of trade credits and by cooking 
of the books by government statisticians. 

It will be months before statistics are 
published for this year’s capital account. | 
Just possibly, outflows may be lessening. 
Trade credits might be being paid back; the 
government’s anti-smuggling campaign 
may succeed. Fewer smuggled imports 
means less hard currency stashed offshore. 

But Mr Lardy argues against ending the | 
capital-outflow scare. Trade credit may 
continue to be extended; and the level of 
eventual defaults remains unclear. Capital 
outflows could thus remain high. The fu- 
ture for capital inflows, particularly FDI, is 
also uncertain. rpi may not yet have 
dropped sharply, but this is mostly money 
committed before foreigners took a grim- 
mer view of China’s economic future. 

Meanwhile, huge current-account sur- 
pluses cannot be expected to offset capital 
outflows for ever. The export recovery tak- 
ing place this year is weaker than Septem- 
ber’s 20% year-on-year growth suggests. 
That growth came on a very low base last 
year. The statisticians may not have to fid- 
dle this year, but exports are unlikely to 
grow by more than 5% in 1999 as a whole: 
hardly stellar, given the recovery in the rest 
of the region. With imports surging, the 
current-account surplus could tumble by 
nearly half. An export sector in difficulties 
and declining foreign investment: it is no 
longer unthinkable that China’s perenni- 
ally growing foreign reserves, currently 
$152 billion, might shrink. And that con- 
cern about the yuan could rise. 
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BR main versions of the “new para- 
digm” have attracted followers in 
America lately. One says that the country’s 
long-term growth rate has shifted up- 
wards. The other says that the old pattern 
of boom and bust has disappeared. Ameri- 
ca’s current expansion makes both claims 
plausible. But they should not be muddled 
up. Even if the trend of growth in produc- 
tivity had shifted higher, there would be no 
reason to expect, as a result, greater stabil- 
ity year by year. Growth optimists who 
also believe that the next recession will 
never come are piling a second set of brave 
assumptions on top of the first. 

Victor Zarnowitz, a business-cy- 
cle scholar (and director of research at 
the Foundation for International 
Business and Economic Research in 
New York), set out a taxonomy of re- 
cession-free thinking in the Spring 
1999 issue of the Journal of Economic 
Perspectives. The optimists, he says, 
point to one or more of the following: 
* Downsizing. After years of 
| squeezing costs, American businesses 
are said to be leaner and meaner— 
and more robust in the face of fluctu- 
ating demand. But this effect seems 
likely to be one-off. Initially, efforts to 
cut labour costs should increase pro- 
fits and raise unemployment; later, as 
displaced workers find new jobs, the 
consequence will be higher produc- 
tivity and output. But sooner or later 
rising demand causes firms to in- 
crease their payrolls; any fall in de- 
mand would again leave them over- 
manned. The basic cyclical friction 
involved in waves of downsizing and up- 
sizing is unchanged. 

e Technology. There’s a lot of it about. By 
and large, however, greater use of pcs and 
so on is more plausible as a cause of faster 
growth than of greater stability around a 
steeper trend. A possible exception is: 

e Inventory control. This looks more 
promising. Inventories do propagate and 
amplify other fluctuations. Imagine a fall 
in demand. In the first instance, inven- 
tories increase. But if the shortfall in de- 
mand persists, inventories are run down, 
leading to an even sharper fall in output. 
Just-in-time methods, made possible by 
the computing revolution, have spread; the 
ratio of manufacturing and trade inven- 
tories to sales has been moving gradually 
lower. On the other hand, investment in 
inventories has been about as volatile and 








Beyond the business cycle? 


Early in 2000, America will set a new record for the length of an economic 
upswing. But it is wrong to conclude that the business cycle is dead 





as cyclical this decade as in the past—and 
inventories, though smaller than before, 
are still big enough to exert a clear cyclical 
effect. Cycles might bea bit gentler than be- 
fore, therefore, but you would not expect 
them to disappear. 

e Growth of services. Again, the opti- 
mists have a point. The decline of manu- 
facturing and the rise of services should be 
helping to reduce volatility, because de- 
mand for services is usually more stable 





than demand for manufactures. But this 
may be changing. Services are becoming 
more cyclical: output of business and con- 
sumer services declined in the recessions 
of 1981-82 and 1990-91, whereas in previous 
downturns their growth had merely 
slowed. 

e Deregulation. As with technology, it is 
easier to see how deregulation might raise 
the trend of growth, rather than stabilise 
output around the trend. One oft-cited 
case of stability-enhancing deregulation 
was the abolition in the early 1980s of Regu- 
lation Q, which put a ceiling on interest 
rates paid on deposits. Under this rule, if 
short-term market rates went up, deposits 
would be withdrawn from banks and 
thrifts and put in the money market. Re- 
sult: less bank credit, and a stronger cycli- 
cal pattern of demand. It is an effective ex- 








ample, but not a typical one. As a rule, 
deregulation exposes firms to greater com- 
petition, implying more growth but less 
stability. At best, then, deregulation seems 
neutral so far as the cycle is concerned. 

e Better government. Central banks 
have learned to manage the economy so 
well, it is sometimes argued, that they have 
more or less abolished the cycle. It also 
helps, on this view, that governments are 
less inclined than before to use fiscal policy 
in attempts to stabilise—efforts that, as of- 
ten as not, had the opposite effect. Nice 
though it would be to believe this, there are 
many problems with it. The biggest is that, 
by their own account, Alan Greenspan and 
the Fed are as mystified as everybody else is 
by what is going on in the economy. 
Another is that we have heard it all be- 
fore. The popularity of “Now we 
know better” as an explanation for 
growth ranks high among the most re- 
liable leading indicators of recession. 
e Globalisation. At first sight, this 
seems to make more sense. Increasing 
integration with the global economy 
reduces the dependence of the Ameri- 
can economy on domestic demand; it 
also opens new channels of supply, 
reducing inflationary pressures on 
costs and wages. Without question, in 
the past couple of years, global condi- 
tions have helped greatly to sustain 
America’s expansion. Recessions in 
the third world and sluggish growth 
in Europe have kept the dollar up and 
American import prices down. This 
has given the expansion longer legs 
than it would otherwise have had. But 
there is nothing systematic about this 
stabilising pattern: it was justa fluke. If 
demand in the rest of the world had 
been as strong last year and the year before 
as it was in the United States, then Ameri- 
ca’s expansion would have been much 
more inflationary. Instead of offsetting or 
suppressing the American business cycle, 
events in the rest of the world could have 
amplified it—and that in turn would have 
obliged the Fed to stop the expansion by 
raising interest rates. 

The built-in forces that drive the busi- 
nesscycle—the sub-cycles of profits, inven- 
tories, investment and credit—are still 
there in the numbers, masked though they 
may be by the unusual convergence of cir- 
cumstances seen in the late 1990s. America 
did not abolish the business cycle in the 
19208 or the 1960s, nor did Japan in the 
1980s, though many were certain of the fact 
on all three occasions. A downturn will 
come. The question is when, not whether. 
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Finance: trick or treat? 


During the past two decades, financial transactions have grown 
much faster than global output. This article, the first in a series 
of schools briefs about the world of finance, looks at the role that 
the financial system plays in a modern economy 


HEODORE ROOSEVELT, an 

American president, once 
claimed that there was no moral 
difference between gambling on 
cards or horses and gambling on 
the stockmarket. Jacques Chirac, 
the current president of France, 
has denounced currency specula- 
tors as “the aips of the world econ- 
omy”. Bankers are widely con- 
demnedeither asgreedyusurersor 
as incompetent fools. At best, the 
financial system is seen as a waste- 
ful sideshow that relies on churn- 
ing money earned in “real” busi- 
nesses and adds no economic 
value. At worst, it is portrayed as 
an irrational casino, in which 22- 
year-old traders are able to bank- 
rupt economies. Might we be bet- 
ter off without all the financiers? 

A stockmarket crash or a run 
of bank failures can clearly doseri- 
ous economic harm. The worst re- 
cessions in history, including the 
Great Depression in the 1930s and, 
more recently, Japan's stagnation 
during the 1990s and East Asia’s 
slump in 1997-98, all followed fi- 
nancial crises. Yet this brief will ex- 
plain that, for all its failings, the fi- 
nancial system provides services 
that are vital for long-term econ- 
omic growth. 

Finance has existed in some 
form since the dawn of recorded 
history. Credit was used in agricul- 
ture in Mesopotamia in 30008C. 
Banks existed in Egypt in 200Bc. 
Even derivatives are not new: fu- 
tures contracts were traded on the 
Amsterdam exchange in the 17th 
century. There is nothing inherent- 
ly new about borrowing, lending 
and investing, 

Even so, in “Hamlet”, Polonius 
advised his son “neither a borrow- 
er nor a lender be”. If everybody 
followed that advice the financial 
system would not exist. Most peo- 
ple, however, need to borrow or 
save at some time in their life— 
from taking out a student loan or 
home mortgage to paying into a 
savings account or a pension fund. 
Even share ownership is no longer 
the preserve of a rich few. America 
will enter the 21st century with half 
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of all households owning shares 
directly or through mutual funds, 
compared with 25% in the mid- 
1980s and only 5% in the 1950s. 

The past two decades have, in- 
deed, seen something of a finan- 
cial revolution. Advances in com- 
puting and telecoms, financial 
innovation and liberalisation of 
capital controls have combined to 
reduce the costs of financial trans- 
actions. There has been a corre- 
sponding explosion in the volume 
of transactions. Since 1980 the glo- 
bal stock of financial assets 
(shares, bonds, bank deposits and 
cash) has increased more than 
twice as fast as the cpr of rich 
economies, from $12 trillion in 1980 
to almost $80 trillion today. The 
volume of trading in financial se- 
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vert current income into future 
spending, and borrowers to do the 
reverse. By acting as a channel 
through which savings can fi- 
nance investment, the financial 
system helps to spur growth. 

In doing this, financial institu- 
tions can be divided into two 
broad types. First, savers provide 
money indirectly to borrowers 
through intermediaries, such as 
banks, savings-and-loan associa- 
tions (building societies), mutual 
funds and pension funds. Banks, 
for instance, take deposits from 
savers, which they use to make 
loans to borrowers. Mutual funds 
sell “units” to the public and invest 
the proceeds in different securities. 

_ The second type of institution 


‘is one where savers provide mon- 
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aries and markets perform: 
e Clearing and settling pay- 
ments. Cheque accounts, credit 
cards and wire transfers provide 
means of payment for the ex- 
change of goods and services, and 
financial assets. The total value of 
financial payments in America 
has jumped from around five 
times Gpp in the mid-1960s to 
around ŝo times today (see chart 2 
on next page). Wire-transfer sys~ 
tems such as FedWire and curs 
{the Clearing House Interbank 
Payments System) account for 
about 85% of all payments by val- 
ue; cheques and credit cards ac- 
count for only 13%. But by volume, 
however, cheques and credit cards 
account for 98% of transactions. 

* Pooling of savings. If the own- 
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curities has increased even faster 
(see chart 1). Note that the markets 
for bonds and foreign exchange 
have far higher turnover (ie, are 
more “liquid”) than does the equi- 
ty market. 


The go-betweens 

Financial firms come in many 
shapes and sizes, but they all serve 
the same purpose: to channel 
funds from those who wish to save 
to those who need to borrow. In 
many ways, finance is like any oth- 
er market, matching demand and 
supply—in this case of loanable or 
investable funds. However, finan- 
cial markets are special in one cru- 
cial way: they link the present and 
the future, allowing savers to con- 


ey to firms or governments directly 
through financial markets. These 
include the stockmarket, the bond 
market (government and cor- 
porate) and the money market for 
short-term securities, such as com- 
mercial paper. Alongside these 
markets stand other markets such 
as those for foreign exchange; and 
for various instruments derived 
from standard securities, such as 
futures, swaps and options (collec- 
tively known as “derivatives”, all 
meant to help the primary markets 
to work more efficiently. 

in a classic analysis of the fi- 
nancial system*, Robert Merton 
and Zvi Bodie, two American econ- 
omists, identify several important 
functions that financial intermedi- 





er of a factory had to rely entirely 
on his own savings, he would be 
unable to make large capital in- 
vestments. Big firms such as GM or 
1BM could not exist. Instead, the fi- 
nancial system gives entrepre- 
neurs access to the savings of mil- 
lions of households. The pooling of 
savings makes financial assets 
much more liquid. If you invest all 
your savings in a neighbour's fac- 
tory, it is difficult to get your mon- 
ey back quickly if you need it. Fi- 
nancial markets and inter- 


*A Conceptual Framework for Analysing 
the Financial Environment”, published in 
“The Global Financial System: a Functional 
Perspective”. Harvard Business School 
Press, 1995. 
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mediaries allow people to hold 
assets in more liquid form, such as 
shares or bank deposits. By pool- 
ing the funds of small savers, mu- 
tual funds also reduce transaction 
costs (eg, brokers’ fees) through 
economies of scale. There has been 
an increasing concentration of as- 
sets in the hands of mutual funds, 
pension funds and insurance 
companies. Institutional investors 
now manage more than two-fifths 
of American households’ financial 
assets, twice as much as in 1980. 
Savers do not like to relinquish 
control of their savings for long pe- 
riods, so increased liquidity makes 
it easier for firms to finance long- 
term investment. Sir John Hicks, a 
British economist, argued that the 
increased liquidity of capital mar- 
kets and not technological innova- 
tion was the critical new ingredient 
that ignited growth in 18th-century 
England. Most of the early manu- 
factured products had been in- 
vented earlier, but large-scale capi- 
tal investment was impossible 
without liquid capital markets. 
Withouta financial revolution, the 
industrial revolution might never 
have taken place. 
e Transfers across time and 
space. Financial intermediaries 
and markets allow individuals to 
reallocate consumption over their 
lifetimes. For instance, the young 
may borrow to buy a house, and 
the middle-aged may save for their 
retirement. Likewise a newly 
emerging economy often requires 
large amounts of capital tosupport 
growth, but more mature econo- 
mies will tend to have surplus in- 
come. Anefficient financial system 
ensures that savings can flow to 
the most productive industry or 
economy. 
e Pooling of risk. It is risky for an 
individual to invest all his savings 
in a single firm, because it could go 
bust. Financial intermediaries 
such as mutual funds allow indi- 
viduals to reduce their risks by di- 
versifying their investment portfo- 
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lios. By pooling the risks of 
millions, insurance companies are 
able to sell protection against fu- 
ture loss—whether through fire, 
burglary or death. Derivatives can 
also help firms to manage their 
tisks. For example, a risk-averse 
firm might use derivatives to 
hedge against a possible rise in in- 
terest rates by shifting the risk to 
an investor more willing to take it. 
e Reduce information costs. 
The financial system communi- 
cates information about borrow- 
ers’ creditworthiness. Prices of se- 
curities provide signals that assist 
managers in making investment 
decisions and households in mak- 
ing savings decisions, helping to 
ensure that funds are efficiently al- 
located. Banks and capital markets 
help to reduce “information asym- 
metries” caused because a bor- 
rower tends to know more about 
his prospects than a lender. An in- 
dividual finds it costly to obtain in- 
formation on a borrower's credit- 
worthiness. If a financial inter- 
mediary does it on behalf of 
thousands of such small savers, 
search costs are reduced. This is 
not to say that markets are perfect 
at processing information. They 
can often be subject to herd behav- 
iour that drives asset prices out of 
line with fundamentals. 


Follow the money 

Several empirical studies have 
confirmed that there is a strong 
link between financial develop- 
ment and economic growth. 
Countries with well-developed 
banking systems and capital mar- 
kets tend to enjoy faster growth 
than those without. A studyt by 
two economists, Ross Levine and 
Sara Zervos, examines 47 econo- 
mies over the period from 1976 to 
1993. They find that stockmarket li- 
quidity (the value of shares traded 
relative to stockmarket capitalisa- 
tion) and the size of the banking 
sector (measured by lending to the 
private sector as a percentage of 
GDP) are good predictors of future 
rates of growth—even after con- 
trolling for other factors such as 
the initial level of income, educa- 
tion and political stability. 

In rich economies the assets of 
financial intermediaries and the 
size of stock and bond markets all 
tend to be bigger in relation to GDP 
than in poor ones. In emerging 
economies, the banking system is 
often quick to develop, but capital 
markets take longer because they 


+ “Stockmarkets, Banks and Economic 
Growth”. American Economic Review, 
June 1998. 





needa financial infrastructure that 
provides, among other things, ade- 
quate accounting standards, a le- 
gal system that enforces contracts 
and protects property rights, and 
bankruptcy provisions. 

Inarecentspeech Alan Green- 
span, chairman of America’s Fed- 
eral Reserve, stressed the impor- 
tance of a diversified financial 
system, which, he argued, helps to 
cushion an economy in times of 
stress. For example, when Ameri- 
ca’s banks got into trouble in 1990 
as a result of the property bust, 
capital markets provided an alter- 
native source of finance. And last 
autumn, when capital-market li- 
quidity dried up, America’s banks 
took up some of the slack. 

In contrast, Japan, more heavi- 
ly dependent on bank lending and 
with poorly developed corporate- 
debt markets, has suffered a pro- 
longed credit crunch. East Asia is 
another example of how countries 
with narrow capital markets and 
few alternatives to banks can suf- 
fer deep recessions. During the 
boom times, nobody worried 
about Asia’s dependence on bank 
lending. “The lack of a spare tyre”, 
said Mr Greenspan, “is no concern 
if you do not get a flat.” Japan and, 
later, East Asia, found out they 
were missing one too late. 


Financial futures 
Future briefs in this series will ex- 
amine in detail how the various fi- 
nancial markets and institutions 
work. However, the financial 
world is constantly changing, and 
never faster than now. There are 
four particular trends that are 
making life harder for financial 
firms—and for central banks and 
financial regulators, who act as 
guardians of the financial system. 
First, communications tech- 
nology means that information is 
transmitted faster and traders and 
investors can also respond instant- 
ly to news. Nathan Mayer Roths- 
child used carrier pigeions for a 














high-speed report on the Battle of 
Waterloo. Today, he and every- 
body else would get the news al- 
mostas it happened. 

Second, in many countries 
there has been a shift from banks 
and other depositary institutions, 
the traditional focus of financial 
regulation, to capital markets. This 
is most pronounced in America, 
where commercial banks’ share of 
total financial assets has fallen 
from half in 1950 to barely one-fifth 
today (see chart 3). The spread of 
information and the growth of the 
Internet may act together to 
squeeze further the position of tra- 
ditional financial intermediaries. 

Third, the dividing line be- 
tween different types of financial 
intermediaries and between dif- 

















ferent markets is becoming 
blurred. In America, many mutual 
funds and stockbroking firms now 
offer checking accounts. And 
around the world, different sorts of 
institutions, such as banks and in- 
surers, are forming gigantic finan- 
cial alliances. 

Last, but by no means least, in- 
ternational liberalisation is creat- 
ing a global capital market. Cross- 
border transactions in bonds and 
shares, for instance, have in- 
creased rapidly (see chart 4). In the- 
ory, the more internationally inte- 
grated financial systems become, 
the easier it will be for funds to 
flow to the most productive in- 
vestments—to the benefit both of 
savers and borrowers, and of 
economies as a whole. Unfortu- 
nately, as international capital has 
become highly mobile, so the risk 
has risen that departing capital 
may cause a financial crisis, as 
countries in Asia and Latin Ameri- 
ca have painfully discovered. In a 
global capital market, the reward 
for good economic policies has in- 
creased, but so too has the punish- 
ment for imprudent ones. Efficien- 
cy has its price. 
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Is there a notebook that presents itself as well as I do? 
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Only Armada from Compag has the strength of character the kind of notebooks that are designed for business to i 
to put your best foot forward and present flawlessly first win business. From the first people to see the genius of 
time, every time. You see, the Armada notebooks are actually taking computers out of the office and making 
incredibly reliable thanks to Intelligent Manageability them count on the road. www.compaq.com/asia/armada 
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Sometimes the answer to an obvious problem isnt found in a 


obvious place. The editors of the Economist Intelligence Units Healthcaı 
international reports will testify to that. 

Each quarter they uncover new trends and technologies in th 
most unlikely places. The US Army is a fine example. 

With 8 million people to care for, costs are as critical here as the 
are in civilian medicine. However, the army, unrestrained by patier 
litigation, has been able to forge ahead with the development « 
technology that spreads expertise and saves time. 

The introduction of video conferencing allows consultants base 
in one country to examine patients in another. 


™ . . ” . . . 
Sophisticated “telepresence” equipment enables specialists 1 




























































































































































































































































































ire is a constant battle. 
an army to help? 


perform not only tests by remote control but delicate surgery as well. 
And home diagnostic systems using telephone or cable television 
ines permit at-risk patients to monitor themselves, avoiding the — 
costly and time-wasting routine of hospital check-ups. : 
Clearly the potential for such technology in civilian medicine is 
*normous, but if it had not been for Healthcare international civilian 
nedicine might still not have known about it. - 
It is one of many reports published by the Economist Intelligence a 
Jnit. For further details of them all, simply visit our website at 7 
ittp://www.eiu.com or call Amy Ha in Hong Kong on (852) 2802 7288 | 
r Lela Abdullah in Singapore on (65) 536 2240. “The Economist 
They are just what the doctor ordered. _#&lligence Unit 
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To succeed in global business today, you need to respect power, be 
flexible to change and stay ahead of the flow. These are principles 
that SK, previously known as Sunkyong, has been applying to all our 
business for nearly five decades. 


Today, Korea’s 5th largest conglomerate enjoys revenues exceeding $45 billion and trades 
more than 2000 products with over 130 countries across six continents. Our SK Corporation(for- 
merly Yukong Limited) is Korea's number one energy and chemical corporation. And Wall 
Street knows SK Telecom, the world’s first telecommunications company to commercialize dig- 


ital CDMA cellular service. 


Thanks to our partner companies, we strive to meet the changing needs in many locales and cul- 
tures. If you'd like to learn more about us and our global business opportunities, visit our web site 


or e-mail us at qanda@ocmp.com 
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SCIENCE AND TECHNOLOGY 


An un-killer app 





A combination of “biochips” and databases could lead to more effective 
diagnosis and treatment for a wide range of diseases 


HEN attacking a disease, or indeed 
anything else, it is a good idea to know 
your enemy. Unfortunately, two different 
kinds of cancer, each of which requires a dif- 
ferent kind of treatment, can look identical 
under a microscope. Similarly, two strains of 
tuberculosis, each of which responds to a 
different antibiotic, can be difficult to tell 
apart. The result is that, despite the best in- 
tentions of doctors, patients do not always 
receive the most suitable care. Chemother- 
apy can be a hit-and-miss affair, as different 
chemical cocktails are tried out to see which 
is the most effective. And in the case of infec- 
tions lots of antibiotics or anti-viral agents 
may have to be tried before the best is found. 
How much better it would be if a disease 
could be genetically identified and then 
looked up in a database of previous case his- 
tories to decide how to treat it. This is an idea 
being pursued by many medical research- 
ers, who would like to tailor treatments to in- 
dividual patients using a combination of 
old-fashioned silicon chips, and new-fan- 
gled biochips, which are technically known 
as DNA microarrays. 
As its name suggests, a DNA microarray 
consists of a small piece of material (usually 


[THE ECONOMIST OCTOBER ZIRD 1999 


glass) divided into hundreds of thousands of 
tiny cells. Each cell is covered with short 
strands of pwa, which are designed to lock 
on to any matching strands that happen to 
float past when the chip is presented with a 
sample. These matches are detected using a 
clever arrangement of fluorescent tags and 
optical scanning. Although they are current- 
ly expensive, biochips hold out the promise 
of becoming a fast, and eventually cheap, 
way to detect particular genes in a tumour, 
bacterium or virus. Which could, in turn, 
help decide which treatments to prescribe. 


Scalpel, clamp, biochip? 

An idea of how it might all work was given a 
few days ago by Sarkis Meterissian, a cancer 
specialist at McGill University in Montreal, 
at a meeting of the American College of Sur- 
geons in San Francisco. Dr Meterissian pre- 
sented the results of a study showing how 
two genes, called bcl-2 and p53, could be 
used to predict the responses to different 
treatments of patients with breast cancer. 
Examination of 75 patients showed that the 
activity of bel-2 in a tumour was a strong in- 
dicator that a patient would respond well to 
a drug called tamoxifen. The activity of p53, 





by contrast, suggested that a more aggressive 
form of chemotherapy would be needed. In 
other words, genetic analysis could help to 
ensure that the right treatment is prescribed. 
Eventually, it might even be able to predict 
the likely outcome. 

The study's genetic analysis was carried 
out using conventional chemical tech- 
niques, which make it possible to spot the 
presence of two or three genes in a particular 
sample. But the next step, according to Dr 
Meterissian, is to use biochip microarrays 
that are capable of recognising hundreds of 
genes. It should then be possible to identify 
more complicated relationships between 
groups of genes and particular diagnoses, 
treatments and outcomes. Five years from 
now, he suggests, biochip analysis might be 
used routinely to choose the right treatment 
for aparticular patient, to forecast how effec- 
tive that treatment will be, and even to esti- 
mate the long-term prognosis. 

But the McGill researchers, and those 
working along similar lines, face two pro- 
blems. First, the necessary data analysis will 
be a daunting task, requiring new computa- 
tional methods. And second, gathering the 
data for the computers to chew on, and per- 
forming subsequent diagnoses, will require 
lots of pricey (and currently non-reusable) 
biochips. Fortunately, there are signs that 
both these difficulties can be overcome. 

The problem of finding meaningful pat- 
terns among the huge quantities of genetic 
data that are provided by biochips was re- 
cently tackled by a team of researchers led 
by Todd Golub and Donna Slonim, of the 
Whitehead Institute in Cambridge, Massa- 
chusetts, The researchers used an off-the- 
shelf microarray made by Affymetrix, a 
company that pioneered the biochip, to ana- 
lyse bone-marrow samples taken from 38 
patients with two similar forms of leukae- 
mia, one called acute lymphoblastic leukae- 
mia (ALL) and the other acute myeloid leu- 
kaemia (ami). Although the difference 
between Att and amı is well-established, 
distinguishing between them currently re- 
quires a battery of tests. Yet the distinction is 
crucial, since the diseases have to be treated 
with very different kinds of chemotherapy. 

All 38 samples were tested to measure 
the activity of the 6,817 human genes that are 
recognised by the chip. Since the diagnosis in 
each case was already known, the resulting 
mass of data was analysed to see which 
genes were correlated with which forms of 
leukaemia. It transpired that about 1,100 
genes were associated with the distinction 
between ALL or AML. The 50 most strongly 
correlated genes were chosen for incorpora- 
tion into a diagnostic model. This model was 
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then used toclassify new, unknown samples 
: fromother patients as either ALL or AML. 
To make things harder, the 34 new sam- 
ples tested by the diagnostic model included 
blood samples as well as bone-marrow sam- 
ples, and also amı samples from child pa- 
tients—even though the AML samples used 
to design the model were all taken from 
adults. Despite this, its diagnosis was correct 
in every case. This suggests that, at least in 
theory, a 50-gene microarray, together with 
the right software, could provide an extreme- 
. ly accurate diagnostic tool. 
As for the high cost of biochips, there are 
signs that it could be on the way down. At the 


moment these chips cost $1,000-2,500 a pop. 





But new chip-making technologies. are 
emerging that should make them cheaper 
(see box). If the semiconductor industry is 
anything to go by, once the price of biochips 
starts falling, it will keep falling. And the 
combination of cheap silicon chips and 
cheap biochips could be potent. People in 
the computerindustry like to talk of the “kill- 
er app”. It could be time for their counter- 
parts in the biotechnology industry to coin a 
similar phrase—though perhaps one that is 
more in keeping with the life-saving poten- 
tial of their technology. 
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HINK of microprocessors, and the 

name Intel (with its ubiquitous little 
jingle) inevitably comes to mind. In the 
field of biochips, the biggest fish in the 
pond is Affymetrix, the (so-far jingle-free) 
company that pioneered the technology. 
The comparison is appropriate in more 
ways than one. Rather than starting from 
scratch, Affymetrix uses technology bor- 
rowed from the microprocessor industry 
to make its chips. And, also like Intel, its 
competitors would dearly love to knock it 
off its perch. 

Affymetrix makes chips by building 
up vertical strands of DNA in successive 
layers, a process akin to constructing an 
entire city of skyscrapers one storey at a 
time. Each storey is one of the chemical 
bases of which pna is composed. These 
bases come in four varieties. To decide 
which variety should be added to each 
strand during a single round of construc- 
tion, light-sensitive chemicals and light- 
proof masks are used. The entire chip is ex- 
posed to light through a mask. It is then 
flooded with bases of a particular type, 
which stick on to the exposed areas. Re- 
peating this process four times for each 
storey (with a separate mask for each type 
of base) results in the desired pattern of 





New chips off the block 





20-floor pNa skyscrapers. 

The trouble is that the masks take both 
time and money to make. For mass-pro- 
duced chips:such as those sold by Affy- 
metrix, that is no problem. But it puts one- 
off chips beyond the reach of most re- 
searchers. This led Sangeet Singh-Gasson, 
Roland Green and their colleagues at the 
University of Wisconsin to develop a 
“maskless array synthesiser”. Instead of 
using masks to determine which parts of a 
chip are illuminated at each step, it uses 
an array of micromirrors purloined froma 
digital projection system. This means that 
one-off chips can be made quickly and 
cheaply, at a cost of $50 or so apiece— 
about a hundredth of the price of produc- 
ing a one-off chip using masks. 

Meanwhile,a completely different ap- 
proach is being developed by a joint 
American-Russian team at the American 
Department of Energy's Argonne Nation- 
al Laboratory and the Russian Academy 
of Sciences’ Engelhardt Institute of Molec- 
ular Biology. Their chip consists of 4,000 
pads of gel, each containing single strand 
of pna synthesised in advance using so- 
called combinatorial chemistry. 

Gel-based biochips are more sensitive 
than those made using light. So far, they 
have been employed to identify the muta- 
tion (in one of the genes for haemoglobin) 
that causes thalassemia, a blood disease 
similar to sickle-cell anaemia. They are 
now being evaluated for use in distin- 
guishing between different strains of tu- 
berculosis, so that appropriate antibiotics 
can be prescribed, and for testing the vi- 
ruses used to make polio vaccines, to 
make sure that they have not mutated 
into dangerous forms. 

Intheory,gelchipscouldbereusedup | 
to 50 times. According to Harvey Drucker 
of Argonne, this means that they might 
cost less than $1 a test. At that price, bio- 
technology laboratories should be able to 
serve chips with everything. 
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Morality and the brain 












Enfants terribles 


To who wish to goin for the business 
of teasing brains scientifically must first 
cope with a different brain-teaser—and one 
that helps to define the entire profession of 
neurology. This is the problem of how to 
study an object (the human brain) that can- 
not, ethically, be experimented upon. The 
traditional solution is to look at brains that 
are injured, so as to deduce facts about what 
keeps a normal brain ticking. Thus neurol- 
ogy is often less the study of how. brains 
function, than of the myriad ways in which 
they malfunction. In sucha sensitive organ, a 
little trauma can mean the difference be- 
tween vision and blindness, or motion and 
paralysis—or even, as new research by Ant- 
onio Damasio of the University of lowa sug- 
gests, between morality and psychopathy. 

The relationship between moral behav- 
iour and brain anatomy was first highlighted 
in the 19th century by the example of Phine- 
as Gage. After an accident that drove an iron 
bar through his pre-frontal cortex (the por- 
tion of the brain situated above the eyes), 
Gage made a full physical recovery. But once 
he had done so, this erstwhile upstanding 
citizen began behaving in a most uncharac- 
teristic manner—swearing, stealing, lying, 
and eventually dying in destitution. 

Since then, the pattern has become well- 
documented: adults who suffer injuries to 
that part of the brain tend to develop anti- 
social habits. When questioned, however, 
these patients demonstrate the same know- 
ledge of social and moral convention as ev- 
eryone else, showing that somewhere in 
their brains they have retained the informa- 
tion that they gained through decades of 
normal living. Their problem is that once 
their pre-frontal cortexes have been dam- 
aged they are unable to apply this know- 
ledge to actual situations. 

These findings led Dr Damasio and his 
colleagues to ponder exactly when and how 
social and moral knowledge is learnt by the 
brain. In a paper just published in Nature 
Neuroscience, they take a stab at answering 
these questions by reporting on the cases of 
two patients, now in their early 20s, who sur- 
vived similar injuries to their pre-frontal cor- 
texes during infancy. Dr Damasio wondered 
if these two people had had the chance to 
store up any moral rules of thumb in spite of 
their early accidents. If they had not, the pre- 
frontal cortex would be solidly implicated, 
not merely as the executor, but as the maker, 
of manners in man (or woman). 

Both subjects, judging from their ways of 
life, had experienced considerable difficulty 
in absorbing social norms. They had lived 
lonely, maladjusted lives, with no plans for 
the future and with unfortunate personal 
habits such as compulsive lying, petty theft, 
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Moral words? 


poor hygiene, irregular sex lives, and indif- 
ference to their resulting children. 

Like patients who suffered comparable 
damage as adults, they showed ordinary ap- 
titude for tasks such as mental arithmetic, 
but scored low on any puzzles that mea- 
sured tactical thinking. More significantly, in 
the set of tests that psychologists have 
dreamt up to quantify moral health, their 
performances clearly bespoke an ignorance 
of the conceptual foundations of morality. 

Some of these tests, such as an “aware- 
ness of consequences” test, measure sponta- 
neous thinking in social situations, such as 
accidentally receiving too much money in a 
business transaction. Others pose an ethical 
dilemma—for example, a man must steal a 
drug in order to save his wife’s life—with a 
subject’s solution to the dilemma being 
scored on a standardised scale. The patients’ 
responses to these tests were about the same 
as those that would have been expected 
from a ten-year-old child: that is, they ap- 
peared to be motivated exclusively by a de- 
sire to avoid personal punishment. This de- 
gree of pathology is significantly more 
serious than that found in those who suffer 
brain damage as adults. 

The most intriguing difference between 
infant and adult injury, however, emerged 
when the researchers checked the ability of 
the two subjects to recall socially relevant 
facts. In contrast to patients injured as adults, 
these two could not piece together answers 
to moral dilemmas during verbal tests. It 
seemed that they had never learnt any of the 
basic moral rules that govern social interac- 
tion, apparently because their early traumas 
prevented them from ever acquiring this sort 
of information. 

The upshot of this ignorance is that, to all 
appearances, they suffer from little or no 
sense of remorse at their behaviour. In fact, 
one of the subjects laid the blame for her pre- 
dicaments squarely on the shoulders of the 
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people around her. 

Neurobiologists have long known that 
the brain can compensate for some sorts of 
injury thatare sustained during the course of 
its development. It does this by recruiting 
new sets of nerve cells to substitute for those 
that have been damaged or destroyed. The 
pre-frontal cortex, however, seems to be un- 
able to repair itself adequately in this way, 
leaving infant victims with no means of 
learning right from wrong during the rele- 
vant period of their growth. 

The solution, Dr Damasio postulates, 
may lie in helping that part of the brain toan- 
nex more nerve cells. By carefully adjusting 
levels of the relevant neurotransmitters— 
chemicals that allow nerve cells to “talk” to 
one another—alternative pathways that 
skirt the damaged region could be coaxed 
into existence. Communication could re- 
sume between the reward and punishment 
pathways that are presumed to underpin the 
development of moral sense. Which might 
lead to two more intriguing questions: if it is 
possible to convert a brain-damaged psy- 
chopath into an upstanding citizen, might it 
also be possible to take ordinary humans, 
foibles and all, and transform them into 
moral exemplars? And if it were possible, 
would it be desirable? 


Nuclear waste 


A witch's brew 


ALBUQUERQUE, NEW MEXICO 


| ene that you have to empty 200 jars 
of peanut butter completely. Getting most 
of it out should be possible, but the last little 
bit that sticks to the sides is bound to be trou- 
blesome. Now, imagine that the jars are 21 
metres (70 feet) across, 17 metres high and are 
buried two metres below the ground. What 
is more, the peanut butter turns out to be 
some of the most radioactive stuff on earth. 
That, in essence, is the problem that 
America’s nuclear experts face in trying to 
dispose of decades’ worth of radioactive 
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waste left over from weapons production 
and research. The motto of the powers-that- 
were when the stuff was produced seems to 
have been “what the eye don't see, the heart 
don't grieve over”. Their solution was to bury 
itin huge jars. Asa result, millions of litres are 
still sitting around in Washington state and 
South Carolina. 

The powers-that-are-now plan to put it 
into a permanent repository. But that leaves 
the question of what to do with the old jars 
and their hard-to-shift residual contents. To 
decommission these, a way is needed to 
work out whether the chemicals in the 
sludge will leak out, and must therefore be 
removed regardless, or will stay safely put. 
But some of these chemicals are so radioac- 
tive that doing the necessary experiments is 
both expensive and hazardous. 

Jim Krumhansl, a geochemist at Sandia 
National Laboratories in Albuquerque, reck- 
ons he has the answer. By substituting be- 
nign materials for the nastier ingredients of 
the original, he and his colleagues have come 
up with a synthetic, non-radioactive sludge 
that they believe mimics the behaviour of 
the deadly real stuff. 

Some elements, such as strontium, caesi- 
um and selenium, have non-radioactive iso- 
topes that behave identically to radioactive 
ones in the waste. Those that do not, such as 
technetium and americium, have been sub- 
stituted, respectively, by rhenium and neo- 
dymium, which have similar traits. The Al- 
buquerque alchemists have also stirred in 
lead and cadmium, both of which are pre- 
sent in real waste. Although these materials 
are not radioactive, they are notoriously tox- 
ic and not the sort of thing that you would 
want to leak into your water supply. 

The result is not an exact duplicate of the 
real sludge (or real sludges—the stuff comes 
in many irritatingly diverse forms). Some of 
the crystals in it, for example, are of different 
sizes from those in the original, which may 
affect its mechanical properties. And some 
non-radioactive elements are not perfect un- 
derstudies for their hotter counterparts. Still, 
comparisons of the real and faux sludges, 
made using an electron microscope, suggest 
that their structures are similar enough, as it 
were, for government work. 

That, reckons Dr Krumhansl, should be 
enough to help him work out the behaviour 
of the radioactive isotopes and other nasties 
in the sludge if water were ever to seep into 
the evacuated tanks. If the pessimists are 
right, his models will show that those iso- 
topes will move into solution from the solid 
waste, and thence pass into ground water. 
On the other hand it is possible that water 
may strengthen the links between the radio- 
isotopes and the solid matter in the sludge, 
making it safe to leave the jars where they 
are. Whatever the outcome, successfully 
modelling the sludge should save tens of mil- 
lions of dollars, and possibly a few lives too. 
a 
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STAMP 


PRIVATISATION 


i STATE 
Vir PROPERTY 
; FUND 


IN LITHUANIA 


PETROL STATIONS * SHIPPING LINE * OIL COMPANY 
-BIOTECHNOLOGY * FOOD PROCESSING * CABLES MANUFACTURER 


‘Maxwell Stamp ple in its capacity of advisor to the Lithuanian State Property Fund, invites all parties interested in participation in privatisation of 
listed below companies, to submit their Expression of Interest. It is expected that the privatisation process would start in October 1999. 


i Ventus Nafta 


‘hain of 17 new, well designed and very modern petrol stations plus 18 
building sites localised in the key places in Lithuania, 


x% Klaipedos Transporto Laivynas 


Successful reefer shipping company operating 16 refrigerated cargo vessels. 
[n/1998 this company. made approx. USD 5 min profit. 


+ Geonafta 


| Lithuanian oil company carrying out exploration of oil-bearing structures, 
evaluation. of reserves and oil production. The company estimates a 7.9 
| million tons potential production from existing wells. Oil exploration 
“activities. are performed in the Plunge Licence Area. 


* Marijampoles Pieno Konservai 


The company is involved in the production of milk product such as 
canned milk, milk powder, butter, curd, sour cream, ice cream, fruit 


4 juices and casein. The main stream of production is milk, canned milk, 


butter and milk powder. 
* Biosinteze 


AB Biosinteze is a company which utilises biotechnology to serve the 
agricultural industry by manufacturing a range of enzymes and animal 
feed premixes. The production capacity is rated at 515 tonnes of 
enzymes and 3000 tonnes of premix per year. 


* Lietkabelis 
This company manufactures enamelled low voltage copper wires and 


cables. Current processing capacity is 5000 tones of copper rolls. 
Company’s products meet European and international standards. 


: All parties interested in purchasing shares of these companies are welcomed to contact Mr. Tom Ulicsak of Maxwell Stamp ple, 
fax: +44-171-251 0140, e-mail: tulicsak@maxwellstamp.com, or Mr. Wojtek Mlodziejewski, fax: +370-2-684910, 
e-mail: maxwellstamp@vtflt 


Call for tenders, construction 
of High-Speed Line 


The Project 





The Dutch High-Speed Line between 
Amsterdam and the Belgian border is one of 
the most important transport projects to be 
undertaken in the Netherlands in the next 
decade. It will form a part of the European 
high-speed rail network. 


The civil engineering and construction part of 
the project substructure (a.o. tunnels, bridges 
and motorways) will be divided into seven 
major contracts. 


The process of tendering and contracting for 
the construction of the Northern part of the 
project, called "Northern Holland" has com- 
menced on October 11th with the prequalifi- 
cation. Scope of this contract includes an 
aqueduct and 13 km of substructure. 





information 





Interested parties are advised to follow the 
publications either in the Official Journal of the 
European Community or at the HSL website: 
http://www. hsizuid.nl 
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Memoirs are made of this 


Two rejected men, John Major and Oskar Lafontaine, have published 
political memoirs this month. One is grey and the other a bilious yellow 


Ox. of the humiliations John Major had 
to endure in his seven years as prime 
minister was to be depicted on a satirical 
television show as a puppet that was paint- 
ed completely grey and given a voice to 
match. In his autobiography, Mr Major tries 
to convert this colourlessness into a virtue. 
Quoting Pissarro’s reminder to his son that a 
painter had to “make proper use of the 
whole dazzling range of greys”, the former 
prime minister says that politics too is not all 
black and white, and promises in his own 
story to use grey in all its shades. 

For all that, Mr Major's story has extraor- 
dinary aspects, not the least of which is the 
sheer fact that a man who left school with 
only three o levels and never attended uni- 
versity could become prime minister of Brit- 
ain. Yet the events that delivered that role to 
him, via the leadership of the Conservative 
Party, followed a risible sequence. Though he 
possessed natural gifts—diligence, efficien- 
cy, dependability—it was not these pedestri- 
an virtues that made him prime minister. He 
got that job because the Tories in 1990 want- 
ed rid of Margaret Thatcher but were still too 
much in thrall to her to allow one of her as- 
sassins to inherit the crown. Mr Major was 
not implicated in the plot that disposed of 
her and entered Downing Street with her 
blessing—the effect of which on his subse- 
quent career was to be mixed. 

In his autobiography Mr Major is more 
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JOHN Major: THE AUTOBIOGRAPHY. 
By John Major. HarperCollins; 798 
pages; £25 and $35 


generous than he needs to be about Lady 
Thatcher's foolish parting remark that she 
would not be pulling the levers once her suc- 
cessor had settled in, but would be “a very 
good back-seat driver”. He says that the re- 
mark was not made with malice but that it 
had a malign effect. It ensured that her suc- 
cessor would be seen either as nothing more 
than the “son of Thatcher” or as the man 
who was “wrecking her legacy”. 

So it turned out. The party Lady Thatcher 
did not quite leave behind was deeply divid- 
ed on whether and how far to proceed into 
the European Union, and whether and how 
far tocontinue with her pro-market reforms. 
On neither issue was Mr Major instinctively 
her heir. Driving back along the Mall after 
meeting the queen, he jotted on a scrap of pa- 
per what he now calls his“perfidious” aim to 
leave behind the poll-tax riots and remedy 
the exclusion of minority groups and “those 
left outside the race to prosperity that we had 
seen in the 1980s”. 

This gentler Conservatism (and some 
reckless spending) helped Mr Major win the 
prize for which the party had sacrificed his 
predecessor: an unexpected victory in the 
general election of 1992. But his majority was 


Oskar 


LafMtaine 








so small that he could not heal the divisions 
she had created on Europe. His promise to 
put Britain at the “very heart of Europe” 
made an enemy of the eurosceptics inside 
his cabinet, even though, at Maastricht, he 
negotiated a deal allowing Britain to opt out 
of the European single currency. The fiasco 
of Britain’s ejection from the exchange-rate 
mechanism added an impression of incom- 
petence to the impression of drift. Mr Major’s 
government was never to recover. 

Mr Major tells his story without rancour. 
Having inherited a party that had lost its 
way, he was disinclined, even if he had been 
able, to choose one for it. By his own admis- 
sion, his political creed boils down to “a 
rough and ready decency”. He says his 
achievement was to have prevented the 
Conservative Party from splitting. But for 
how long? Greyness can be good statecraft. It 
is hard to elevate into a political creed. 


Oskar Lafontaine 


Settling scores 


HAT an excitement! The man dubbed 

by a British newspaper as “the most 
dangerous man in Europe”, whose pro- 
nouncements could send the markets reel- 
ing, was finally going to spill the beans. For 
six months Oskar Lafontaine had remained 
silent. Now the public was to get the full 
monty on the intrigues and rivalries that led 
to his spectacular resignation last March 
after just five months in office as Germany’s 
finance minister and as chairman of the rul- 
ing Social Democratic Party. 

The public relations people did a bril- 
liant job. Mr Lafontaine’s book, “Das Herz 
schlägt links” (The Heart 
Beats on the Left), was 
heavily trailed in the me- 
dia before its publication. 
Under the headline “La- 
fontaine Vomits Poison 
and Gall”, Bild, the best- 
selling paper of the right- 
wing Springer group—to 
which Mr Lafontaine’s 
publishers also belong— 
promised damning revela- 
tions about “Red Oskar's” 
former colleagues, includ- 
ing the chancellor himself, 
Gerhard Schroder. Even 
before its launch, 160,000 
copies of the book had 
been sold. 

After all that hype, the 
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The English parish church is often 
the only public monument to cele- 
brate the lives of those who reside in 
small country villages far from the 
capital, court or Parliament. Simon 
Jenkins, a former political editor of 
The Economist and editor of the 
Times, travelled the length of the 
country to choose “England’s 
Thousand Best Churches” 
(Penguin Press; £25) as part of 
a project for a British weekly 
magazine, Country Life. Now 
gathered together in a single 
volume, and graded by Mi- 
chelin-like rankings, the selection 
proves what a gallery of vernacular 
art English parish churches are. 
From the Quaker simplicity of 
Come-to-Good in Cornwall (one 
star) to the glorious woodwork (see 
picture, left) of Tideswell in Der- 
byshire (two stars) and the Nor- 
man grotesques of Kilpeck in Here- 
fordshire (four stars), there seems to 
be no end to their diversity. At home, 
or a-sightseeing, readers will mar- 
































vel at such diverse marriages of 
art, architecture and faith. 








book is a disappointment; neither a sensa- 
tional “kiss-and-tell” political thriller nor an 
exposé of the Social Democrats by one of the 
leading lights of the German left. Too much 
space, inevitably, is devoted toa self-exoner- 
ating, and presumably cathartic account of 
the tribulations of the Social Democrats in 
general and himself in particular, starting 
with his unsuccessful bid for the chancellor- 
ship in 1990. His criticism of colleagues is sur- 
prisingly mild. Rudolf Scharping, former 
party leader and now defence minister, is ac- 
cused of ambition and obstinacy. Joschka Fi- 
scher, the Green Party's foreign minister, 
lacks political judgment because he once 
proposed the wrong man for a job. He also 
broke the Greens’ pacifist tradition by taking 
Germany into the war in Kosovo (of which 
Mr Lafontaine passionately disapproved). 
Bodo Hombach, former head of Mr Schrod- 
er’s chancellery with whom Mr Lafontaine 
constantly clashed, was unqualified for the 
job and steeped in duplicity and intrigue (no 
examples given). 

Mr Lafontaine allows his thirst for re- 
venge to show through more when talking of 
Mr Schröder, his one-time friend, turned 
deadly rival. The chancellor, he says, isa pop- 
ular charmer (unlike him), who is excellent 
on television (again unlike him). The pro- 
blem was that he used the party to promote 
his own ambitions, was more interested in 


Das HERZ SCHLÄGT LINKS. By Oskar 
Lafontaine. Econ; 317 pages; DM39.90 
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public approval than policy, had an inade- 
quate knowledge of Europe and the world, 
cynically broke agreements and election 
promises, and—perhaps worst of all from 
Mr Lafontaine’s perspective—was totally in- 
capable of working in a team. 

But it is Mr Lafontaine himself who 
comes out worst from the book. Passionate 
and brilliant, he emerges as a vain and ambi- 
tious egomaniac who, in the key posts of 
party chairman and finance minister, evi- 
dently hoped to control a relatively inexperi- 
enced chancellor—or at the very least to 
share power with him on an equal footing. 
To his dismay and irritation, he found that 
Mr Schröder quickly took all the reins of 
power into his own hands. That is the real 
reason Mr Lafontaine flounced so huffily out 
of office, deserting friends, colleagues and 
supporters without explanation or apology. 

The book is at its most interesting when 
it gets away from personal conflicts and ten- 
sions to discuss fundamental policy issues 
such as what kind of a society Germany—or 
Europe—should build: whither social de- 
mocracy in a world increasingly dominated 
by free-flowing financial markets and econ- 
omic globalisation; the power of the media; 
international monetary policy; conflict pre- 
vention, pacificism and the Kosovo war; tax 
policy and the role of the welfare state. Sadly, 
more questions are posed than answers giv- 
en. Normally, Mr Lafontaine, when he is not 
settling old scores, is worth listening to. Not 
in this book. 





French book collecting 


Ties that bind 


ENAUD GILLET, a French industrialist 

now in his 80s, was born in Lyons, and 
like many of his townsmen, is a rather secre- 
tive man. Among the discreet world of Paris 
bookdealers, it had long been known that 
Mr Gillet owned a fine collection of first edi- 
tions and rare bindings; his father had begun 
to put it together before the first world war 
and Mr Gillet, whose taste was far more ex- 
perimental and artistic than his father’s, ex- 
panded it greatly. 

Dealers learned more about the sort of 
books the collection might contain only 
when, very occasionally, Mr Gillet sold a vol- 
ume to make way for a finer or rarer edition. 
But hardly anyone, even Mr Gillet’s closest 
friends, was aware of the true extent and 
richness of the collection until Jean-Baptiste 
de Proyart, Sotheby’s director of books and 
manuscripts in Paris,examined it for the first 
time last year. Mr Gillet, who is now selling 
much of the collection because his children 
do not want to take it on, is known to have 
kept some back—books by friends, editions 
he saw published or favourite reading— 
though how many and which ones is not 
known. 

Yet even the 146 lots, which are expected 
to make £2m-3m ($3.3m-5m) when they 
come up for sale at Sotheby’s on October 
27th, representone of the finest collections of 
French books, bindings and livres d’artistes 
to have come on the market since the second 
world war, testimony to the great binding 
tradition that flourished in France immedi- 
ately before and after the war and to the 
close friendships between poets, artists and 
binders such as Paul Eluard, René Char, An- 
dré Breton, Picasso, Max Emst and Rose Ad- 
ler which led to some of the century’s most 
interesting work. 

The Gillet sale, which will be held in Lon- 
don, was to have been Sotheby’s inaugural 
auction in Paris, but continued lobbying by 
the commissaires-priseurs over the Paris 
market has led the French National Assem- 
bly yet again to postpone passing new legis- 
lation that would allow foreign auction 
houses to hold sales within the city limits. 
(Sotheby’s Groussay sale earlier this year was 
permitted only because it took place outside 
Paris.) 

Together the Gillet collection forms what 
the French call a cabinet—neither a library 
nor even a portion of a library, but a refined 
personal selection of souvenirs and rarities, 
thatin MrGillet’s case was first inherited and 
then enhanced over more than half a cen- 
tury. The collection falls into three distinct 
parts. The rare 19th-century first editions 
may constitute the most conservative part of 
the collection, but many of the items from 
that period are remarkable. Mr Gillet was 
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one of those rare collectors who 
believed a book needed to be 
more than just a first edition to 
become an objection of predilec- 
tion; an inscription, hand-cor- 
rected proofs, unpublished 
notes or unknown drawings 
were what made it special. Thus 
his two-volume edition of Sten- 
dhal’s novel, “The Charterhouse 
of Parma”, came from the library 


edition of some of the finest of 
Verlaine’s poems, “Romances 
sans paroles”, which were the first to bear 
traces of his encounter with Rimbaud and 
were, in fact, corrected by Verlaine while he 
was in prison for firing a revolver at Rim- 
baud, is interleaved with 16 poems in Ver- 
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of Napoleon's second wife, Ma- M cS 
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laine’s own hand which were used by the 
printer. It is probably also the last fine Ver- 
laine manuscript in private hands, and, esti- 
mated to sell at £150,000-200,000, the most 
expensive lot in the sale. 
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Even these fine volumes, 
though, are overshadowed by 
the collection’s zoth-century ma- 
terial, in particular the art books 


Fae : 
Witditi Mili hat grew out of Mr Gillets 


Dee friendship with Jean Hugues, a 


bookseller and gallery owner 
from Provence who knew many 
of the Surrealist poets and paint- 
ers,and who opened a bookshop 
in the rue Jacob in Paris in 1952. 
Two years later, Hugues pub- 
lished a celebrated catalogue, 
“Poésie contemporaine: Picasso 
et Part d'aujourd'hui”, which in- 
cluded 25 books by Breton, 34 by 
Eluard, 29 by Hugues’s lifelong friend and 
fellow Provencal, Char, and 28 that had been 
illustrated by Picasso. 

It was this new type of book collecting 
that appealed particularly to Mr Gillet, and 


o hen 





| Book bids oe 


1998 was a banner year for 
books at auction. Chau- 
cer’s “Canterbury Tales”, 
{one of only nine copies 
surviving from the first 
printing of 200) sold for 
$7.5m at Christie's in London, setting a 
world record for a printed book sold at 
auction. The Codex Leicester Bill Gates 
bought in 1994 for $30.8m still holds the all- 





time record. Religious and scientific works 
still fetch the highest prices—the Roth- 
schild “Prayerbook” reached $13.4m, a re- 
cord for an illuminated manuscript—al- 
though more modern works of literature 
have become increasingly popular, and ex- 
pensive. This year marks the entry of new 
Internet players. Both eBay and Ama- 
zon.com have significant book-auction ar- 
eas on their sites: eBay has 157,039 books on 


auction and Amazon sells everything from 
first editions to dog-eared copies of L. Ron 
Hubbard. Both eBay and Amazon have set 
their sights higher; eBay will be launching 
Great Collections in conjunction with 
book dealer Alibris, and Amazon has en- 
tered into a partnership with Sotheby’s. 
Perhaps the next big sellers will be books 
owned by the rich and famous. Next week, 
Christie’s will auction Marilyn Monroe’s li- 
brary, with titles ranging from Joyce’s “The 
Dubliners” to “The Little Engine that 
Could”. 
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he remained one of Hugues’s closest friends, 
later even becoming a partner in his gallery, 
“Point Cardinal”. 

The development of the peculiarly Pari- 
sian art of binding owes much to Mr Gillet, 
who commissioned many works and even 
helped some binders—Adler in particular— 
to stave off bankruptcy in the years immedi- 
ately before and after the war when new 
commissions were thin on the ground. One 
of the most remarkable is the Surrealist pho- 
to-montage binding by Paul Bonet of Bre- 
ton’s semi-autobiographical novel, “Nadja”, 
in which a red hand holds a scissored photo- 
graph (by Man Ray, no less) of a man’s face 
between its fingers like some neo-Masonic 
puppeteer. This was Char’s personal copy, 
inscribed by Breton and later bought by Mr 
Gillet through Hugues; it also contains a 
hand-written love letter written by the tragic 
Nadja herself just weeks before she was com- 
mitted permanently to a psychiatric hospi- 
tal in 1927. Mr Gillet’s “Nadja” is estimated to 
sell for £60,000-80,000, though Breton’s origi- 
nal manuscript was knocked down last De- 
cember for nearly three times its pre-sale es- 
timate. 

Other rich examples of the collaboration 
Hugues and Mr Gillet promoted are the illu- 
minated collections of zoth-century poems. 
Only about a dozen such works were ever 
undertaken, and the Gillet sale contains 
three of them, by Louis Mascoussis, Victor 
Brauner and Picasso. Brauner illustrated 
Char’s “Quatre fascinants” with a series of 
brightly coloured, almost childlike, human 
and animal forms reminiscent of Aztec and 
American Indian designs (see picture on pre- 
vious page) in 1950, the same year that he 
completed his seminal painting, “La poule 
mange mamaman”. Char dedicated the il- 
lustrated manuscript to a close friend, 
Yvonne Zervos, another Provençal, whose 
husband Christian is perhaps best known 
for his catalogue raisonné of Picasso's work. 

Nor is Picasso's illustration of Balzac’s 
“Lechefd'oeuvreinconnu” ina magnificent- 
ly coloured open-work binding by Adler to 
be ignored. The subject matter alone—the 
question of genius and the impossibility of 
creating a perfect masterpiece—would have 
intrigued Picasso; what may have made the 
commission irresistible was that in 1926, 
when Hugues suggested the idea to him, Pi- 
casso was living in the very house in rue des 
Grands Augustins where Balzac set his novel. 

Mr Gillet could be described as an obses- 
sive collector, but he was not without hum- 
our. Lot 129 is entitled “Autoportrait”, a vol- 
ume illustrated only with manuscript lines 
and inan imaginary script and language that 
is quite indecipherable. Drawn by Joachim 
Ferrer and handsomely bound by Georges 
Leroux, who died recently, it is the only copy 
of this work and was created especially for 
Mr Gillet. A unique copy of an illegible book 
is rare-book collecting at its most arcane. 


Chardin 


The homebug 


Eo for Jean-Siméon Chardin, artistic 
judgment changes over time. His more 
fashionable contemporaries in 18th-century 
France would have been surprised to learn 
that this modest, austere painter has become 
a star over two centuries after his death. The 
subject of a slew of books and articles, Char- 
din’s work has now been gathered together 
inacomprehensive show at the Grand Palais 
in Paris that will travel to Dusseldorf and 
London, ending up at the Metropolitan Mu- 
seum of Artin New York next summer. 
Unlike the syrupy Greuze or Boucher, 
whose luxurious, overtly sensual paintings 





Definitely not a gambler 


captured the zeitgeist in the decades leading 
up to the French revolution, Chardin 
worked in relative isolation, refusing to con- 
form to the frothiness of the age. He had a 
small circle of admirers during his lifetime— 
including Diderot—but it was not until Cé- 
zanne and, later, Matisse who both admired 
Chardin’s sober rigour as a painter, that oth- 
er important artists paid homage to his 
work. 

Born the son of the king’s billiard-table 
maker in 1699, Chardin started out as a sign- 
painter, working his way up, without the 
standard pilgrimage to Italy, to become a 
member of the French royal academy in 1728. 
The current exhibition has been curated by a 
distinguished French art historian and direc- 
tor of the Louvre, Pierre Rosenberg, who di- 
vides the show into three chronological sec- 
tions; two periods when Chardin painted 
still lifes interspersed with a phase in which 
he focused largely on genre painting. 

Braque, an equally rigorous painter, 
would later be described, for the precision 
and structure of his pictures, as the Chardin 
of cubism. A few of Chardin’s still lifes are in- 
deed geometric in their beauty—including 
the “Bocal d’Abricots” from the Toronto Mu- 


seum with its gleaming jar of preserved fruit, 
a knife tucked under a loaf of bread, a steam- 
ing cup of coffee and wine glasses all perfect- 
ly organised in horizontals and verticals, 
with the cone, the cylinder and also the 
sphere in the shape of a box of sugared al- 
monds in the background. 

A cautious, practical artist, Chardin 
liked to repeat himself: no less than 100 out of 
the 300 of his known works are in fact copies 
of his best efforts, so immaculate that they 
are sometimes almost indistinguishable 
from each other. This apparently was not 
done in order to improve his technique but 
to help maximise his financial return. There 
are at least two versions of “The House of 
Cards” pictured here, and three of “La 
Bénédicité”. 

For a man of such apparently incurious 
and unadventurous tem- 
perament—the French call 
him “Le Pantouflard” 
(which translates casually 
as the stay-at-hħhome)— 
Chardin’s best work has a 
silent, timeless quality, rem- 
iniscent of Vermeer or Ve- 
lazquez. 

His genre paintings re- 
tain an admirable tough- 
ness quite devoid of senti- 
ment, despite their often 
soft subject matter. Best of 
all, perhaps, is his famous 
“L'Enfant au Toton” from 
the Louvre. A portrait of Au- 
gust-Gabriel Godefroy—a 
Paris jewellers son who 
rose to become head of the 
French navy—shows him 
as a boy, seated at his desk with his books 
pushed aside as he contemplates his small 
spinning top, a faint smile playing on his lips. 

Little is known about Chardin the man. 
No private letters of his exist, no theoretical 
writings. He seems never to have travelled. A 
1775 pastel self-portrait at the end of the exhi- 
bition reveals a shrewd, intelligent man with 
a kerchief tied with a ribbon covering his 
bald head, a pair of dark, hom-rimmed spec- 
tacles perched on his nose—the sort of 
Frenchman you might see to this day in his 
antiquarian bookshop in the rue de Seine on 
the left bank. The painter died four years lat- 
er, at the age of 80, never having ventured 
further afield than Fontainebleau, a few 
miles south of his native city. 
= a 


Clarification: Terence Kilmartin revised most 
of C.K. Scott Montcrieff’s translation of Marcel 
Proust's great novel, “A la recherche du temps | 
perdu” (now entitled “In Search of Lost Time” 
in English rather than “Remembrance of 
Things Past” as it used to be known). D.J. En- 
right completed the revision. We noted these 
facts in our book details (September 25th). In 
the article itself we mentioned only Mr Enright. | 
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Julius Nyerere 





OBITUARY 





EBORE thetitleofmwalimu m~ 
or teacher. But perhaps the 
clearest lesson of his life was that 
of unintended consequences. A 
deeply principled man, Julius 
Nyerere was that rare—and notal- 
ways fortunate—sort of idealist 
who had a chance to put his ide- 
als into practice. His philosophy 
wasa mix of Fabian socialism and 
Catholic social teaching. He was a 
| preacher as much asa politician. 
| On Tanganyika’ indepen- 
dence from Britain in 1961, Mr 
Nyerere became prime minister 
and was later president. In 1964 
the new nation absorbed Zanzi- 
bar to become Tanzania. He ruled 
until 1985. 

Noone questioned his sincer- 
ity, and his integrity was widely 
admired. Unlike many African 
leaders of his generation he lived 
simply and was not corrupt. He 
gave Tanzania stability and unity. 
Under his one-party rule it was 
politically peaceful and it was 
spared civil war. 

His social experiments,on the 
other hand, drove the country to- 
wards economic ruin. Though 
honest himself, his moral exam- 
ple was not enough to prevent the 
widespread theft of foreign aid. A 
believer in justice, he nonetheless 
had political opponents and peo- 
ple accused of “economic” crimes 
held without trial, some of them 

| for many years. 

He was born in 1922, one of 26 
children of a poor chief from a 
small community near Lake Victoria. He went to school, barefoot 
and wearing an old piece of cloth. He won a place at the country’s 
only secondary school and was the first person from Tanganyika 
to go toa British university. 

On return, he took to teaching but was soon caught up in the 
nationalist ferment sweeping Africa. Independence for Tanganyi- 
ka, a former German colony mandated to Britain after the first 
world war, came without struggle. Mr Nyerere’s Tanganyika Afri- 
can National Union was the only nationalist movement and the 
British encouraged independence. Mr Nyerere was their man. (He 
even offered delay in the hope that Tanganyika might join a feder- 
ation with Uganda and Kenya.) When two years later he fled a 
threatened coup, British soldiers arrived to restore him to power. 








Surprising to the last 

Tanzania is a huge,empty country with a vibrant trading tradition 

on the coast and a poor interior. The south-west has potentially 

good farmland but is cursed by drought. As keen on equality as on 

economic growth, Mr Nyerere felt that, if Tanzanians were to be 

poor, they should at least be poor together. He was against hand- 
| outs. Yet national self-reliance had a puzzling consequence: aid 
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Julius Kambarage Nyerere, former 
president of Tanzania, died on 
October 14th, aged 77 


donors so admired it that Tanza- 
nians were soon getting more aid 
per head than any other Africans. 
As elsewhere, much of it was 
wasted or stolen. 

Mr Nyerere did not want so- 
cialism from above on the Soviet 
model. Instead he tried to foster a 
spirit of local community—uja- 
maa in Kiswahili, meaning fam- 
ily togetherness. People were en- 
couraged to move into villages 
where schools and medicine 
were more available and where 
they could work together oncom- 
munal fields. 

He kept the Soviet Union at 
arms length but took help from 
Mao’s China. In practice, a mix- 
ture of ujamaa and top-down so- 
cialism was imposed. Land was 
nationalised and huge state insti- 
tutions controlled the economy 
from factories to shops. An army- 
of petty officials bullied people 
intocommunal villages. 

Tanzanians were loth to share 
land. Villages were often in bad 
places. What’s more, this social 
engineering coincided with the 
1970s rise in oil prices, when 
prices for Tanzania’s own com- 
modities were low. Nor did the 
neighbourhood sit still: in 1979 Mr 
Nyerere sent his army into Ugan- 
da to remove Idi Amin, a well- 
meaning venture that did Uganda 
little good in the end and finally 
bankrupted Tanzania. 

Compared to some of his 
neighbours, Mr Nyerere was an 
angel. But Tanzania was a one-party state from 1965 until 1992. In 
theory, openness was encouraged. In practice those who spoke 
out were locked up under draconian presidential powers. 

Although late in life Mr Nyerere did acknowledge that his so- 
cialist experiments had failed, his idealism never left him. In retire- 
ment, he even tried to reform the ruling party. Finding it inert and 
ineradicably corrupt, he changed his mind about one-party rule. 

Admirers will say that Julius Nyerere was too idealistic for this 
world and that bad implementation does not negate his dream of 
equality. To critics, his moral approach to politics masked an arro- 
gance and a refusal to listen to those with shrewder views of what 
was best for his country. 

Tanzanians abandoned ujamaa as soon as they could. Yet Mr 
Nyerere himself remained extraordinarily popular. His policies 
had failed, but people admired his sincerity and his ascetic life. His 
warm and engaging style—in conversation and from a platform— 
was irresistible. Few could remain immune to the burst of laughter 
which preceded his musings—for example, on whether poor Tan- 
zanian peasants needed electric toothbrushes. He was a magnifi- 
cent teacher:articulate, questioning, stimulating, caring. He should 
never have been given charge of an economy. 
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Marketing 


business administration, law and politics. 
Our three-month worldwide internship 
programme will give you the chance to apply 
what you've learned to real business situations. 


* You'll also learn to analyse and assess the 
political and economic prospects of major 
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changes in the global economy. And, after a 
year’s hard labour, there won't be many 
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international business and finance market. 
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brochure and application form today from 
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The Brattle Group Economic, 
Environmental & 
Management Counsel 





Agriculture ¢« Rural Developmer 
Natural Resources 


Consultants 


Halcrow Rural Management Ltd (HRM) provides high quality technical 

and managerial consultancy services in the agriculture, rural 

development and natural resources sectors. — 

As part of the Halcrow Group, employing over 2,500 technical staff, we 

continue to expand our operations to enable our Clients to achieve their 

development ambitions worldwide. We now wish to strengthen our 

permanent executive staff based at Burderop Park, Wiltshire. 

We are looking for highly motivated mid-career level professionals 

interested in helping us expand and manage our business in Africa, Latin 

America. South Asia and East Asia. 

Candidates should possess: 

e relevant post graduate qualification: rural development, water 
management, land use planning, agricultural economics, agricultural 
engineering, natural resource management, environment, sociology or 
















Associates and Senior Associates 





Network Industries and Competition Economics 









The Brattle Group, Ltd. provides consulting services and expert 
testimony on economic, regulatory and Strategic issues to 
corporations and law firms worldwide. We assess the economic 
implications of regulatory proposals, analyse competition, and 
estimate the value of businesses. 














Our London office is seeking Associates and Senior Associates 
to support our rapidly growing practices in competition law and 
network industry economics, Associates must have an advariced 
degree in economies or business from a top university, ideally 



















with concentrations in microeconomics, finance, or statistical similar, - : 
analysis. Some Associates in the past have had advanced degrees ° 9007 urner development and overseas project management track 






in other fields which require rigorous technical or quantitative 
analysis, such as physics or mathematics. 






è specific geographical experience in the target areas: and 

ə additional European language capability would be advantageous 
Halcrow offers excellent remuneration packages commensurate with 
qualifications and is committed to continuous career development. 

if you feel that you have the right experience, skills and initiative to 
add value to a relatively small but dynamic business unit, then 
please write, enclosing your CV, to 
Adrian Tiley, at Halcrow Group, 
Burderop Park, Swindon SN4 0QD. 
All applications. will be treated in 
strictest confidence. 

Email: personnelbp@halcrow.com 
Committed to Equal Opportunities. 
www.halcrow.com 





We will offer a competitively attractive remuneration packages 
to exceptional candidates. Information about our firm can be 
found at www.brattle.com. 

















Please submit your application in writing (with covering letter 
and CV) to: 





Corinne Haywood 
The Brattle Group, Ltd. 
8-12 Brook Street 
London WLY 2DY 



























Zalcrow 








The European Organisation 
_ for the Safety of Air Navigation 


EUROCONTROL, European Organisation for the Safety of Air Navigation, searches operational and technical specialists 
for Air Traffic Management and supporting areas. Detailed descriptions and application forms of currently available posts 
in Brétigny-sur-Orge, France (m/f): 


SIMULATIONS SPECIALIST ivret: ce-99-bornssveco) 

HEAD OF FDR CENTRE OF EXPERTISE viet: ce-99.anvo7a/tco) 

HEAD OF ATM RESEARCH CENTRE OF EXPERTISE vires: cr-99.anoz2reco) 
EXPERT HUMAN - MACHINE INTERACTION (vet: ce-99.r0071/800) 
EXPERT ATFM CONCEPTS irer: ct-99-t075/ec0) 

SOFTWARE INTEGRATOR (N/Ref.: CE-99-AT/073/ECO) 


Further details and application forms may be obtained from EUROCONTROL, 

Human Resources Development, BP15, 91222 Brétigny-sur-Orge Cedex, France 
(++33.1.69.88.75.17) and are available under Attp:/twww.eurocontrol fr or from 
EUROCONTROL, Selection and Assignement Section, rue de la Fusée 96, 1130 Brussels, 
Belgium or on http://www.eurocontrol. be 
Closing date: 15/71/1999 

Closing dates are applied strictly. 


VNIVERSAL COMMUNICATION 
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LECTURESHIPS/ 
SENIOR LECTURESHIPS 
IN ECONOMICS AND 
ECONOMETRICS 


Department of Economics 


The University, recognised internationally for excellence in 
teaching and research, is located centrally in Melbourne, a 
vibrant centre of Australian intellectual and cultural life. 


The Position: The Department of Economics is a leading 
department in Australia with a strong postgraduate 
program and an outstanding group of economists and 
econometricians, all of whom have high research profiles. 
The Department of Economics invites applications 
for a number of Lecturer/Senior Lecturer positions. The 
Department is particularly interested in applicants with 
expertise and interests in one of: microeconomic 
theory, applied microeconomics, international trade and 
finance, development economics and environment 
economics. Applicants in other fields of economics and 
econometrics will be considered. More information on the 
Department can be obtained from 
http///www.ecom.unimelb.edu.au/ecowww/home.html 


The Person: Applicants for Lecturer should normally hold 
a PhD in economics or be in the process of completion. 
Applicants for Senior Lecturer should have a strong record 
of quality academic research. 


The Benefits: Salary AUD $49,609 - $58,911 p.a. Lecturer 
(Level B), AUD $60,770 - $70,073 p.a Senior Lecturer 
(Level C). Employer superannuation of 17 percent and 
salary packaging available. Appointees from interstate. or 
overseas will be eligible for assistance with travel and 
removal expenses. 


Employment Type: These positions are full time 


(continuing). 


Contact: Further information and a position description 
available from Professor John Freebairn, Head of 
Department of Economics, tel 61 3 9344 6414, 
fax él 3 9344 6899, email address, 
j.freebairn@ecomfac.unimelb.edu.au Position description 
and selection criteria can be obtained from 
http:/Awww.ecom.unimelb.edu.au/ecowwwNacancies.html 


Application To: Deputy Principal, Human Resources, The 
University of Melbourne, Parkville, Victoria, 3010; 
fax 6l 3 9344 4694 by 3 December 1999. 
Applications in duplicate, quoting position 
number Y9400250) should include a 
curriculum vitae, results from any 
postgraduate coursework taken for those 
completing a PhD and the names, phone and 
facsimile numbers and email addresses of | 
three referees in your application. 


An equal opportunity employer. 


THE UNIVERSITY OF 
MELBOURNE 


Australia 
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2000-2001 AAAS Public Policy 
Opportunities in Washington, DC 
For Scientists + Engineers 





The American Association for the Advancement of Science invites 
applications for public policy fellowships, which bring scientists and 
engineers to Washington, DC, to work for one year, beginning 
September 2000. Fellows serve in the Congress, the Department of 
State, the National Science Foundation, the Environmental Protection 
Ageney, the Agency for International Development, the Department 
of Defense, the Department of Agriculture, the Food and Drug 
Administration, and the RAND Science and Technology Policy Institute 


The programs are designed to provide each Fellow with a unique 
public policy learning experience and to bring technical backgrounds 
and external perspectives to decision-making in the U.S. government 


Applicants must be U.S. citizens and must have a Ph.D. or equiva- 
lent doctoral degree at the time of application (January 2000) from any 
physical, biological, or social science or any field of engineering. 
Persons with a master’s degree in engineering and at least three years 
of post-degree professional experience may apply. Federal employees 
are not eligible for the fellowships. Stipends vary, with mast in the 
$48,000 to $50,000 range. 

For More Information 
Phone 202/326-6700 

E-mail science _policy@aaas.arg 


January 15, 2000 
Web fellowships.aaas.org 


ny AMERICAN ASSOCIATION FOR THE 
H | ADVANCEMENT OF SCIENCE 








London 


Research 
Officer 


Applications are invited for a Research Officer to join an 
ESRC research project ‘Debt Management and Fiscal 
Insurance’ based on the Department of Economics at 
London Business School. The project is jointly run by 
Professors Albert Marcet and Andrew Scott. 


The project aims to investigate 
theoretically and empirically the 
links between debt management and 
optimal taxation with a special focus 
on incomplete markets. 


Letters of 
application and CV 
plus names and 
addresses of 

2 referees to: 


Marie Potie, 
Department of 
Economics, 
London Business 
School, 

Sussex Place, 


Candidates should have a strong 
interest and training in dynamic 
macroeconomic theory and substantial 
computational skills. The successful 
candidate can be appointed for a term 

. of up to three years, preferably starting 
ican aaa tek, 1st January 2000. Alternative start 

uk | dates available. 


Salary will be dependent on age, 
experience and qualifications. 


Further information: 
please email 
ascott@lbs.ac.uk 
Closing date: Friday 


19 November 1999 | TRANSFORMING FUTURES 
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Lecturer/Senior 


Lecturer in oe 













Economies The appointee will join'a large and lively research-oriented 
i Department, We are looking for someone with a good research 

oan Business and publishing record, who can contribute to our RAE submission. 

Department ot Economics | informal discussions are invited with the Head of Department, 

Salary: Dr M Snell (01705 844023); e-mail: Martin. 

£15,205 - £29,600 See-also the Departmental web site: 

Ret: hittp:/Avww.pbs.portac.ul/econ/ 





APBS 2048(E} 


Closing date ; 
15th November 1999. 






Further particulars are available from: 
The Personnel Office, University House, 
Winston Churchill Avenue, 

Portsmouth PO1 2UP 

Telephone: (01705) 843421 

(24 hour answerphone). 

E-mail: jobs @port.ac.uk 
hitp/Avww.port.ac.uk/ 

















University of 
Portsmouth 







Aiming for equal opportunities 





INT L CONFERENC 


Director of International Attract 


Financial Membership 


We are a leading global financial publishing, training and 
conferences group with offices around the world, An exciting and 
challenging opportunity has arisen in the London office to serve 
as the Director of a private membership organisation of top-tier 
executives from Europe's premier investment management 
organisations. You will design and create conference programmes 
on investment management and pension administration, 
determining topics of greatest interest, locating and obtaining 
speaking commitments from leading experts, helping speakers 
refine presentations consistent with the membership’s needs, 
moderating sessions, and ensuring meetings run smoothly. You 
will also serve as “ambassador” for the company at regular 
meetings with the heads of the investment management firms 
comprising the membership. In addition, you will have general 
business management responsibilities, and will manage a support 
team, prepare budgets, and work cooperatively with the sales 
force. You must have extensive knowledge of investment 
management and pension administration, and practical 
knowledge of key players in the field. You are an articulate, 
polished professional, comfortable interacting with pre-eminent 
individuals in the financial community and possessing superlative 
research and writing skills. Must be fluent in English -both 
written and spoken and be eligible to work within the European 
Community, 


To apply, please send your CV including a covering letter with 
details of your current remuneration. to: 


V, Law, Institutional Investor Conferences, 4-5 Deans Court, 
London EC4V 5HX 


Please ensure that your details arrive no later than 
26th November 1999. 
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ASSISTANT DIRECTOR. TRADE FACILITATION (ADR) 


e Master's degree preferably in economics, law ar engineering. A higher degree would be prefered, 

@ Atleast 8-10 years work experience in the related field, with at least 4 years in a managerial position: 

© Must posses direct technica! expenence in trade facilitation. specilicaity in one or more of the following. 
customs, standards and conformity assessment, intellectual property or electronic commerce, 

e Demonstrated abilily to manage a group of professionals, lead and advance the development of cooperation 
as well as conduct concise policy briefings: 

e Previous employment al a regional or international organization dealing with irade facilitation subjects is 
preferred: 

@ The successtul candidate is expected to coordinate ASEAN cooperation efforts in customs, standards and 
conformity assessment, intellactual property and electronic commerce. 


SENIOR OFFICER, TOURISM (SO) 

e Master's degree in Business Management, Tourism Managetnent or Tourism Development, with specialization 
in Marketing/Promotian, 

@ Proficiency on the use and application af information Technology {IT} 

@ Àf least 8 years work experience in related field, with preven track record in government andor international 
of regional organizations with ai feast 3 years supervisory capacity 

e Strong work experienea/networking with the private-sector involved in tourism and tavel, 

e Expanence in davelaping and handling regional:anc international programmes. 

@ Experence in statistical analysis and forecasting, with Knowledge on design, implementation and 
documentation of database, Knowledge on econometrics is desirable, 


General Qualifications for the above Posts. 

e Sensitivity to relationships ina multi-cultural and multi-cisciplinary environment 
@ Sound knowledge of computer skills and supporting data analysis 

e Fluent in both spoken and written English, including drafting skills 

@ Good communications and inter-personal skilts 

@ Good project management skilis 

@ Ability to work in a team 


Terms an Conditions : 

The successful candidates shall be required for immediate employment and shall initially be ofered a three-year 
contract subject to a one-year probation. The contract may be extended. subject to satisfactory perfonnance, tor 
another three years. Basic salary for Assistant Director is US$.3,997 and for Senior Oficer is USS 2.887 per 
month (free of indonesian tax for non-Indonesian nationals) 

Benefits wil include housing, child education, installation, shipment of personal efects, gratuity, heath and 
annual leave. 

Please send your complete application to The Secretary-Generai of ASEAN, ASEAN Secretariat, 704 Jalan 
Sisingamangaraja. Jakarta 12011, indonesia enclosing recent photograph and a CV detailing educational 
background, work experience. names of two relerees and other relevant information Application should be 
received by the ASEAN Secretariat sot later than 18 November 1999. Please indicate the code of position 
applied for (ADR or SO) on the envelope to laciilate processing. 


Ea ASEAN Secretariat 





ry 





Practice Knowledge Manager 


Media/Communications Practice Group 


Salary - £35k per annum approx. phis generous benefits 


We are a leading worldwide executive search consultancy seeking 
to strengthen the support for our media/communications practice 
group by appointing a Practice Knowledge Manager. You will have 
responsibility for developing a knowledge base and orchestrating 
information flow both within the firm and externally to enhance 
the group's performance. 


Candidates must have: 
è a degree qualification 


@ extensive experience of conducting research and analysing and 
synthesising information.As this practice sector is dominated by 
the North American markets, experience in at least one of the 
media, communications, publishing or telecoms markets in 
North America is essential 


excellent interpersonal, presentational and communication skills 
computer literacy (Word, Powerpoint, CD Rom, Internet etc) 


selémotivation, creativity, and the ability to be proactive and 
persistent 


experience of working effectively with senior managerial level 
contacts in a professional environment 


Suitable candidates should forward their CV, quoting reference 
JLW/3861/109, to: 


Gregory Wood Ward, 11 Jobn Princes St, London WIM 9HB. 
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The Fuqua School of Business at Duke University invites applications for a faculty 
position if the area of Finance. We stress high research potential or achievement 
and an interest in teaching corporate finance, capital market theory as well as more 
specialized courses. Areas of contribution of particular importance to us are the 
individual's potential for research innovation, excellence, and impact and his/her 

| ability to make outstanding teaching contributions in support of the School's 

| executive education, MBA, and Ph.D. programs. We will consider both highly- 

: qualified entry-level candidates and experienced faculty with exceptional research 
records, The School's environment offers many positives. Duke University is 
regarded as one of the nation’s finest, and the Raleigh-Durham-Chapel Hill area has 
been highly rated as a living environment by many publications. The presence of 
several other major universities and the Research Triangle Park helps to provide an 
outstanding combination of relatively small size, exceptional lifestyle, and an 
extensive set of cultural, academic, and leisure opportunities. 


Applications should include a curriculum vitae, names and addresses of three 
references, copies of research papers and/or publications, thesis proposals or 
completed thesis. Please send resumes and materials to: Attn: Dr. Michael 
Bradley, The Fuqua School of Business, Duke University, Box 90120, 
Durham, NC 27708-0120. i 


Buke University 


Duke University is An Equal Opportunity/Affirmative Action Employer 





Bank for 
International 
Settlements 


Department 


Job description 


* Engage in high-quality applied research 
on policy relevant 


Executive $75K-S00K+. Career searching into, within or-out of 
Asia / Europe / M East / U.S.? Contact for Free Info & Critique 


www.careerpath.co.uk 

Fax: Email: 
+] 202. 4781698  cpamerica(@icareerpath.co.uk 
+44 20 75048280 — cpeuropei@careerpath.co.uk. 
+66 2 2674688 cpasia@bkk.loxinfo.co.th 


USA/Canada 
Europe 
Asia / M. East / Aus 


A leading French consulting 
company, is seeking: 


[=> SOFRECO 


MACRO-ECONOMISTS 


For assignments abroad (Africa, Central and Eastern Europe, Asia, American and 
Mediterranean countries) for several long and short-term positions, we are seeking 
macro-economists, who speak either French and English or Spanish and English, 


5 to 15 years working experience gained in emerging countries, for donor-funded 
projects. 


Knowledge of public finance systems and familiarity with the new trends in public 
finance management would be an asset. 


CIVIL ENGINEER (Project Manager) 


For technical assistance project in a NIS country. 

Profile: graduate engineer with experience in civil engineering, notably in the 
management of projects and construction works, Preparation of call for tenders 
including: building, infrastructure, equipment. Contracts with suppliers. 
Experience of waterrelated issues would be an advantage. 6 to 12 years 
experience, including donor-junded projects. 

Duration 18 months. Working language: English. 


Candidates with relevant experience should urgently apply to: 
SOFRECO 
iniz - 92-98 blvd Victor Hugo - 

Fax (33.1) 41.27.95.96 - e-mail: s 


cédex - France 
ve.com 








Monetary and Financial Economists 


The successful candidates will join the Research group of the Monetary and Economic 


Job requirements 


* PhD (or equivalent) in Economics or 
Finance from a _ university of 


issues in both international standing, with emphasis in 


The Bank for International Settlements is 
an international organisation that 
promotes central bank cooperation and 
provides banking services to central 

© banks and international organisations. 
Based in Basel, Switzerland, with a 
representative office for Asia and the 
Pacific in Hong Kong, the BIS has 
around 500 staff from some 35 
countries. 


www.bis.org 


industrial and emerging economies. 


Analyse complex or technical issues for 
non-technical audiences. 


Make presentations in conferences, 
seminars and workshops. 


Contribute to BIS publications. 


Assist in the organisation of meetings; 
draft background documents and 
reports; actively participate in such 
meetings. 


Keep abreast of developments in 
academic literature and monitor current 
events in their fields of expertise. 


one or more of the following areas: 
monetary economics, international 
finance, financial economics, 
economics of financial institutions. 


Excellent skills in statistical methods in 
economics and finance, and strong 
background in conducting empirical 
research. 


Excellent drafting skills in English. 
Working knowledge of another major 
world language would be a plus. 


Previous research experience in a 
central bank or other financial institution 
and a publication record would ‘be an 
advantage. 


The BIS offers attractive conditions of employment in an international environment and 
excellent welfare benefits. Information on the BIS, including research papers and other 
publications, is available on the BIS web site. i 


Candidates should send their application and detailed curriculum vitæ together with 
references and examples of written work to Human Resources, Bank for International 
Settlements, CH-4002 Basel, Switzerland, quoting reference 99600. Please note that 
applications received after 31 December 1999 cannot be considered. 














128 SPL ge ae “ : TUE ECONOMIST OCTOBER 23RD 1999) 









THE UNIVERSITY /York 
DEPARTMENT OF ECONOMICS & RELATED STUDIES 


LECTURESHIPS IN ECONOMICS 


Applications are invited for permanent and temporary posts 
available from 1 October 2000 or sooner. Candidates with 
research and teaching interests in any area of economics are 
encouraged to apply. The Department expects to make at least 
one appointment in each of micro, macro and finance. 

. Salary will be within the range £17,238 - £30,065 per annum. 
Informal enquiries about any of these posts may be made to 
the Head of Department, Tony Culyer (ajcl7@york.ac.uk) or to 
any senior member of the Department whose full contact 
details are on our web site at www.york.ac.uk/ depts /econ/ 


For further particulars and details of how to apply please 
write to the Personnel Office, University of York, 
Heslington, YORK YO10 5DD (email: jobs@york.ac.uk), 
quoting reference number 5/3039, or see 
http://www. york.ac.uk/admin/persn!/jobs/3039.htm. 
The closing date for applications is Friday 10 December 1999, 
or via the professional placement service at the American 
Economics Association meetings in January 2000, in which 
case you may contact Karen Mumford (e-mail: 
kam9@york.ac.uk) for further information. 







































































































The University of St. Gallen has a vacancy for a 





Professor of 


Business Management 
with special reference to small, 
dynamic businesses 







The post is available as of 1 October 2000 or a date 
to be set by mutual agreement. 

The appointee will have a strong commitment to 
research, teaching and further education in the area 
of small and medium enterprises. Possible focuses 
of research include: start-ups, venture financing, 
entrepreneurship or other areas specifically relevant 
to SMEs. 













Candidates should possess a doctorate, first-class 
teaching credentials, a «Habilitation» or equivalent 
research qualification and, preferably, practical 
experience. Applications, with the usual supporting 
documents, should be addressed not later than 30 
November 1999 to Professor Dr. Peter Gomez, 
President of the University of St. Gallen, 
Dufourstrasse 50, CH-9000 St. Gallen. 
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ES Consulting Practice Manager nr 


Start-up consulting and investment management company focussing on 
commercial banking in developing countries, predominantly Africa, seeks 
experienced consultant to expand the current practice. The Company's 
current areas of concentration include credit risk management, pricing, and 
bank restructuring/privatization. Target clients are governments, central 
banks, commercial banks, and equity investors, 























individual will be responsible, within a three-year timeframe, for building a 
consulting practice with annual revenues of $5-7 million in bank 
restructuring, including diagnostic evaluations and recruiting and managing 
on-site turnaround teams with six month to two year assignments, 
















Requires 4-7 years consulting and/or line management experience in 
commercial banking. Experience in middle market/small business/consumer 
lending businesses, deposit operations, other backshop process design and 
cost reduction initiatives. MBA from top institution desirable. Strong oral, 
written and analytic skills required. Willingness to travel 50-60% of time. 


Terms: Base Salary $125-150,000 plus benefits. Tel: 617 492-7754. Fax: 617 
661-1300. Please e-mail resume and salary requirements to 















WPAcambridge@aal.com 




















MANAGERS 


International 


Busmess Development. 









Onur client, 





With a focus on marketing and 
business development opportunities, 
you will establish new sites in foreign 
ocations, recruit local personnel arid 
direct business operations. Managers 
must have a professional background 
and demonstrated experience in one or 
more business and technology fields, 
including business negotiation, sales’ 
marketing, mar facturing, computers, 
telecommnunications and engineering. 
Technical and scientific professionals 
with limited business management 
experience will also be considered if 
they otherwise qualify. 








a major US. 







corporation with 






worldwide opera- 








tions, is seeking 






to extend its 







presence ina 






number of 





international 






markets. Skilled 







Our client seeks professionals with 
motivation and drive who have proven, 
successful track records in international 
business. Demonstrated qualifications 
should include strategic planning and 
aggressive business EAA aiak, skills, 
Candidates must. be able to empower 
employees and manage their activities 
with minimal direct supervision, while 
delivering accountability for their 
entire enterprise. Foreign language 
skills are a definite plus. 


business managers 






and executives 





with overseas 






experience are 






required to lead 













and guide this 






expansion initia- 





tive. Current loca- 






An attractive compensation and 
benefits package is offered. Due to the 
large number of re ae we expect, 
it may not be possible to reply to every 
candidate. No telephone inquiries will 
be accepted. EOE. To apply, send your 
resume (must include reference: EC/1023) 
by fax or e-mail 
to: FAX: 

(800) 890-4295; 
e-mail: 
srd@us.net 






tions of interest 






include, but are 





not limited to, 






Latin America, 






Asia and 








Eastern Europe. 
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Bank for Information Officer 


The successful candidate will join the Information, Press and Library Services. 





International 


Job Requirements 
Settlements s handle press enquiries, coordinate = degree in journalism and international 
interviews and press releases and economics, or work experience as a 
assist with press conferences journalist covering international 

economics 


= respond to enquiries via the BIS web 











site, maintain statistics and prepare " three to five years’ experience in the 
| reports press office of an international 
organisation 
= edit scheduled publications, news : , 7 
The Bank for International Settlements is alerts and monitor external press “ experience drafting and editing for 
an international organisation that coverage publication 
romotes central bank cooperation and F 3 
provides banking services to central = maintain contact database and media " excellent written and spoken Engish anc 
banks and international organisations. list German; fluency in at least one additional 
Based in Basel, Switzerland, with a world language would be advantageous 
representative office for Asia and the The BIS offers attractive conditions of employment in an international environment and 
Pacific in Hong Kong, the BIS has excellent welfare benefits. 
around 500 staff from some 35 
countries. Please send applications, together with references, to Human Resources, Bank for 
International Settlements, CH-4002 Basel, Switzerland, quoting reference 99603. 
www.bis.org Please note that applications received after 30 November 1999 cannot be considered. 
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DFID wr SECTOR CO-ORDINATOR 
MALAWI 


ent (DFID) in QUALIFICATIONS AND EXPERIENCE 
Governments You will have at least three years practical experience in the 
health and population sector, including managing projects and 
programmes in a developing country. You will have a Masters 
Degree or equivalent in public health, management, economics 
: or a social science related discipline together with excellent 
ding portfólio, in interpersonal skills and the ability to work as part of a team. 
“on improving sexual, reproductive © Experience of Africa would be an advantage. 
g the'suffering-from, communicable, . TERMS OF APPOINTMENT 
is, and health systems development. “salary will be c£37,000 (UK Taxable) and attracts generous cost of 
e Development Section’ of «the “British High living, relocation and other allowances, and regular fare-paid 
ies longwe, “you will report to the Health and’ home leave. The post is initially for 3 years. 
t Candidates should either be nationals of Member States of the 
European Economic Area (EEA), or Commonwealth citizens who 
have an established right of abode and the right to work in the 
United Kingdom. 


vill be required. P Closing date: 13 November 1999. 


reduce world poverty 







pplication f i a be obtained, quoting reference AH304/2/MMcM/TE clearly on your envelope, from Room 
1304/2, DË ment for International Development, Abercrombie House, Eaglesham Road, East Kilbride G75 8EA or 
telephone (01355) 843597 (answerphone) or e-mail: f-stevenson@dfid.gov.uk http://www.dfid.gov.uk 


The Department for international Development (DFID) is the institutions such as the World Bank, UN agencies and the 
British government department responsible for promoting European Commission. Most of our assistance is concentrated 


develop: mem and the reduction of poverty: BED ts committed on the poorest countries in Asia and sub-Saharan Africa, 
fo the internationally agreed target of halving the proportion of 


people living in extreme poverty by 2015. 


Fulfilling Britain’s c 


but we also work in middle income countries, and in Central 


: Rtas : è and Eastern Europe. 
DFID works in partnership with governments, international and f 


national non-governmental organisations, the private sectorand DFID adheres to the Civil Service’s Equal Opportunities policy. 
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DEPUTY HEALTH AND POPULATION | 





Team Leacers/long-term Specialists 


Peaject Management 
Training Consaltants 


Rural Development Projects - all sectors 


We are actively recruiting Professional Consultants with a 
proven capability of managing and working closely with 
mixed expatriate and indigenous teams wanted for a number 
of prospective projects in Africa, SE Asia and Central Asia 


All projects are based in rural areas working in partnership 
with rural communities, local government and NGOs. 
Experience of and an empathy for participatory planning, 
implementation, monitoring and evaluation is essential, 


If interested please write with CV attached to Peter Hickman. 
e-mail: peter@pmtc.org 
Tel: ++44 (0) 1234 720232 
Fax: +4¢44 (0)1234 721374 
Riverside House, 
The Green, 
Harrold, 
Bedford MK43 7DB - UK 


The Royal instution of Chartered Surveyors 
is an independent professional organisation 


with 160,000 members wordwide 


Economist 


RICS 


London W £ 16-20k package depending on experience 


The RICS is one of the world’s leading professional bodies, playing an increasingly 
important role in public policy debates on land and property issues. The role of the 
economics unit is to raise the profession's awareness of economic issues, and 
increase understanding of the role of property within government and other key 


policy-making bodies. 


As part of the economics team, you will be responsible for collating economic and 
Statistical information and supporting the production of: 


monthly UK and European reports 


© RICS monthly and quarterly market surveys and economic forecasts. 
You will also be expected to contribute extensively to analysis of the macro 
economy and property markets, and have the opportunity to develop your 
economic skills and role within the unit. 
Applicants are expected to hold a good first degree in economics, demonstrate 
sound analytical skis and an ability to use their initiative. Up to one year's 
experience of economic analysis would be an advantage, but more important is a 
keen interest in applied economics. Effective written and oral communication skills 
are essential, as are good IT skills with practical knowledge of spreadsheets and 
word-processing, European language skills are desirable, although potential to 
develop these exists. Ref. no. 993 


The RICS is an equat 
opportuniies employer and 
operates a no smoking pokey 


Q 


INVESTOR IN PEOPLE 





©) The final deadline for the 
> receipt of applications is 5 


November. Please email 
iokheti@irics org.uk for a job 
description and application 
form quoting the ret ne. or 
write to: 


Milan Khatri 

RICS Senior Economist 
12 Great George Street 
Parliament Square 
London SW1P 3AD 


www. rics.org 


Department for 
international 
Development 


ni reduce world poverty 


Application forins and further information can be obtained, 
G75 8EA or telephone 


The Department for International Development (DFID) is the 
British government department responsible for promoting 
development and the reduction of poverty. DFID is committed 
to the internationally agreed target of halving the proportion of 
people living in extreme poverty by 2015. 


Fulfilling Britain’s commit 


DFID works in partnership with governments, international and 
national non-governmental organisations, the private sector and 








THE ECONOMIST OCTOBER 2380 1999 


COORDINATOR: MEDIUM TERM 


EXPENDITURE FRAMEWORK 
RWANDA 


QUALIFICATIONS AND EXPERIENCE 

ideally you will have a postgraduate qualification in economics 
or accounting coupled with 5 years experience with MTEF 
programme budgeting or similar budget processes, preferably 
some of it in Africa. Your strengths should include transferring 
your skills and building, motivating and managing teams in a 
challenging environment. You must be able to operate 
effectively in both French and English at a senior level. 

TERMS OF APPOINTMENT 

This is a 2 year contract and salary will be in the range 
£45,000 - £50,000 (UK Taxable); more may be available for an 
exceptional candidate. This post also attracts generous cost of 
living, relocation and other allowances, and regular fare-paid 
home leave. 

Candidates should either be nationals of Member States of the 
European Economic Area (EEA), or Commonwealth citizens who 
have an established right of abode and the right to work in the 
United Kingdom. 

Closing date: 16th November 1999. 


quoting reference AH304/2/CC/TE clearly on your envelope, 


ternational Development, Abercrombie House, Room AH304/2, Eaglesham Road, East Kilbride 
1355) 843243 (answerphone) or e-mail: {-stevenson@dfid.gov.uk 


http://www.dfid.gov.uk 


institutions such as the World Bank, UN agencies and the 
European Commission. Most of our assistance is concentrated 
on the poorest countries in Asia and sub-Saharan Africa, 

but we also work in middle income countries, and in Central 


and Eastern Europe. 


DFID adheres to the Civil Service’s Equal Opportunities policy. 
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Sheladia Associates, Inc. an international consulting company 
is seeking experts with international experience, strong 
familiarity with USAID and multilaterals funded projects, 
management skills and experience in one or more of the 
following technical areas: 





- municipal and housing finance. 

- urban land management and development. 

- urban environmental policy and regulation. 

- urban services and pollution control. 

- local/municipal government capacity building. 
-urban and municipal infrastructure and services. 












English language a must, foreign languages preferred. 
Degreed Specialists with a minimum of 10 to 15 years of 
experience, send detailed CV to Fax: 001-301-948-7174 or 
email: efeleke@sheladia.com 


UNIVERSITY OF 
CAMBRIDGE 


The University is committed to equality of opportunity. 





Faculty of Economics and Politics 


University Lectureships/ 
University Assistant Lectureships 


Applications are invited for three or more University 
Lectureships/University Assistant Lectureships in Economics 
tenable from 1 October 2000 or as soon as possible thereafter. 


Applicants from any branch of economics (broadly defined to 
include econometrics and economic history) are welcome to apply. 
The Faculty is particularly interested in people able to make a 
teaching contribution in Macroeconomics, Finance, Industrial or 
International Economics. The successful candidates will be 
expected to provide some general economics teaching at the 
undergraduate level but will also have an opportunity to lecture on 
their particular fields of interest in the Faculty’s graduate and 
undergraduate programmes. 

` Further information may be obtained from the Faculty's web page 
(URL http://www.eccon.cam.ac.uk) or from the Secretary of the 
Appointments Committee, Faculty of Economics and Politics, 
University of Cambridge, Austin Robinson Building, Sidgwick 
Avenue, Cambridge CB3 9DD to whom a curriculum vitae, list of 
publications, an outline of research plans and the names and 
addresses of three referees (including e-mail addresses) should be 
sent to arrive no later than 3 December 1999. E-mail address: 
app-sec@econ.cam.ac.uk 

Candidates should ask their referees to send their reports direct to 
the Secretary of the Appointments Committee by the closing date. 


Stipend Scales and Terms 
of Appointment: 


University Lecturer 
£20,811 - £32,095 pa (11 increments) 


Appointment will be for five years, with the possibility of 
reappointment to the retiring age. 


University Assistant Lecturer 
£17,238 - £22,579 pa (6 increments) 





reappointment for a further two years, The statutory limit of 
tenure of a University Assistant Lecturer is five years, but all 
holders of this office are considered for possible appointment to a 
University Lecturer during their tenure. 



















Appointment will be for three years, with the possibility of 


THE eT ANGLO-JAPANESE FOUNDATION : 
Daiwa Scholarships 
2000 


Up to seven Daiwa Scholarships, tenable in Japan for twenty months, will be 
awarded in April 2000 by the Trustees of the Daiwa Anglo- Japanese Foundation. 






























The purpose of the scholarships is to enable outstanding young UK graduates in 
any academic discipline, career or performing and creative art, to acquire a lasting 
knowledge of Japanese life and culture and of spoken and written Japanese. 


Successtil candidates will take up their scholarships in Japan in September 2000 and 
complete them on 30 April 2002. The first year (including a month’s homestay) will 
be spent at a Japanese Language School and will be followed by a combination of 
language study and work placement. 





In addition to free language tuition and free travel to Japan, Scholars will receive 
grants at an annual rate of not less than 3,000,000 Japanese Yen to cover 
accommodation and living costs, 













Candidates must be citizens of the UK, 20 or over on 1 January 2000, and have 
completed their first degree by the summer of 2000. Candidates already engaged in 
research or a career may also apply, but graduates in Japanese or candidates who 
already have an equivalent proficiency in Japanese will not be considered, 










Candidates will be expected to combine high personal and intellect ual qualities with 
potential for leadership. Preliminary selection will be in January and February 2000. 
Candidates on the final short-list will be interviewed by the Trustees in April 2000. 


Further information and application farms can be requested by post, fax ur e-mail fram: 







Daiwa Anglo-Japanese Foundation 
Ref DS2000 
Daiwa Foundation Japan House 
13/14 Cornwall Terrace 
London NW1 4QP 
Fax: 0171 486 2914 
Email: office@daiwa-foundation.org.uk 















































Requests for application forms must be received by Tuesday 14 December and compicted 
applications must be submitted by post at the latest by Thursday 16 December 1999. 





INTERNATIONAL 
PROPERTY 


+ Lake Geneva & Alps 
Attractive properties, overlooking views, 1 to 5 
bedrooms, from SFr 250'000, Sale to Nor- 
Swiss citizens authorized. Leading company 
established in 1975. Experience. Discretion. 


REVAC S.A. 
52, Montbrillant, CH-1211 GENEVA 2 
Tel. +441 22/734 15 40 Fax 734 12 20 


BUSINESS & 
PERSONAL 


HANDWRITING 
ANALYSIS 


Examiner of disputed and anonymous 
documents. Also aptitude/character 
assessment for recruiiment purposes. 


Phillippa Lavell FAE 
9 Village Close, London NW3 5AH 
Tel: +44(0)171 794 6060 
Fax: +44(0)171 431 4699 


SEMINAR 

















Campaign Against Arms Trade 
lecture: 


the globalization of 
arms production and trade: 
implications for the uk 
economy 
by Prof Paul Dunne 
introduced by Prof Lord Desai 
London School of Economics 
Tuesday evening, 
9th November 1999 
free tickets: 0171 281 0297 
in partnership with the 
Cooperative Bank 




































BUSINESS 
OPPORTUNITY 


OFFSHORE COMPANIES 


* Ready made companies 
* Full corpdrate administration 
* Trade services (U/C, shipping) 
* Banking/Accounting services 
* China business development services 
Contact Stella Ho for immediate services 
& company brochure 
NACS LTD 
Room 1108; Albion Plaza 2-6 Granville 
Road, T.$-7., Kowloon, Hong Kong 
£-mailnacs@hk super. net 
Fel: (852) 2724 1223 
Fax: (852) 2722 4373 


















WEALTH FROM PROPERTY 


From an initial investment of 
approximately £19,000 we can acquire 
and manage for you.a portfolio of 12 

let residential properties in 14-18 
months with rental income guaranteed. 
Alternatively guaranteed yields of 
12.99% are obtainable for purchases 
in excess of £30,000. 










Tel: 01457 875 234 Practical Property Portfolios td 
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inteaciol FINANCIAL SECRETARY 
Development ST HELENA 









The UK Overseas Territory of St Helena is a small, remote islandin financial management. Tactful and diplomatic, your excellent 
the South Atlantic with no airport and limited natural resources. communication, interpersonal and negotiating skills will be 
The St Helena Government (SHG) have recently prepared a supported by the proven ability to build effective relationships 
strategic review of the island's economic and social development with elected political representatives. Although not essential, 
for the next ten years. training, coaching and monitoring skills would be an advantage, 
The Department for international Development now wishes to along with overseas work experience, particularly in a similar 
appoint a highly experienced accountant to play a major role i inall island setting, 

aspects of the SHG’s public. sector reforrn and private sector TERMS OF APPOINTMENT 


,, development policies. 5 5 é . 
“Reporting to the Governor you ‘will be responsible for the overall ae _ ee H i ne ae as me AoE of a witha 
direction of financial, fiscal and economic: policy and for leading Dea aioe sa pi Sales negotia Etat oree salary suppiement 
the reform of the island’s financial management and accounting Additional seneni will normally include variable tax-free 
organisations, systems and. controls. In addition to preparing allowances, children’s education allowances, free accommodation 
estimates, ial projections and annual accounts, you will and passages and annual fare paid leave. The appointment is 
` Control and monitor budgets, chair the Finance and Development expected to commence in April 2000 for a period of 2 years, 
~ Policy: Grup and. act, as both Collector of Customs and although there is possibility of a 1 year extension. 

Candidates should either be nationals of Member States of the 
P European Economic Area (EEA) or Commonwealth Citizens with 
ied, you “will have at least the right of abode and the right to work in the United Kingdom. 

i tral or local government Closing date: 19 November 1999. 































nt to reduce world poverty 













s commitm: 













, quoting reference AH304/1/YP/TE clearly on your envelope, from: Department 
opment, Abercrombie House, Room AH304, Eaglesham Road, East Kilbride G75 8EA or 
09 (answerphone) or e-mail: rpmbi@dfid.gov.uk  http://www.dfid.gov.uk 






Fulfilling Britain’ 





telephone (01355) 






The Depariment for International Development (DFID) is the sector and institutions such as the World Bank, UN agencies and 
British government department responsible for promoting 
development and the reduction of poverty. DFID is committed 


to the internationally agreed target of halving the proportion of A : : 
Peciges 2 py hots t Africa, but we also wark in middle income countries, and in 
people living in extreme poverty by 2045. ; 


the European Commission. Most of our assistance is 
concentrated on the poorest countries in Asia and sub-Saharan 


i EN. ; 7 Centra s Europe. 
DFID works in partnership with governments, international and Central and Easter Eüropë 


national non-governmental organisations, the private DFID adheres to the Civil Service's Equal Opportunities policy. 


BUSINESS & PERSONAL 











TRAVELLING TO NEW YORK? 
Bed & Breakfast Service offers 200+ 
apartments, all in fashionable areas. Rates 
890-300 pin. 

Corporate Specialists 

Bed of Roses V., Ine. 

800 Sth Ave, NYC 10021 

Tet: {212} 424-7604. Fax: (212) 935-0617, 






2ND PASSPORTS, DRIVER'S 
LICENCES, DEGREES. BANK 
ACs, CAMOUFLAGE PASSPORTS. 
GMC 
Fax +34 20-524 1407 
Email: 100413. 32454icompuserve.com 
https www.global-money.com 
































You’re Not Doomed! 


Y2KFOX and VIRCLIP are instant YIK Fixes for Fox and Clipper programs*. No 
source code needed. We helped Amex, Pitney Bowes, US Courts. US Navy, 
McKessonBio, and many others. Including hundreds of small businesses who thought 
they were... well, doomed?! Save the worry for the hard stuff this one is casy! 










*Think you don’t have a Clipper or Fox program’? They are installed on millions of 
computers worldwide. Call if you are not sure 










HS not too late... but it soon will be! Call Foday! 800-480-1604 or 203-656-0448 


Fax: 203-655-4049, e-mail: infouny2kfox.com ark bup / www y2kfox.com 











W CANADA IMMIGRATION @ 


Let our exclusive group of former Visa Officers, with over 35 years 
experience, provide expe ice and guidance to your immigrati 
process. Applications pro nally and prepared. Our 
money-back guarantee is your assurance of suce mernet and email 
service. Specialists for skilled workers, businessmen and investors. 


OIC CONFRATERNITY CANADA LTD, 

823-409 GRANVILLE ST. VANCOUVER, BC, CANADA, V6C 1T2 
TEL: (604) 669 6389 FAX: (604) 669 3905 

INTERNET- www.ociccanada.com E-MAIL-passporté infoserve.net 











Call: 201.287.8400 Fax 201.287.8434 
m 







1402 TEANECK ROAD + SUITE 114 - TEANECK, NEW JERSEY - 07666 < USA 
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BUSINESS & PERSONAL 








ww Yy Vy Vy yw a dh th ah dhs te A th tn th di dh a A 


Offshore Ci usts, Tax Planning 


hal aco 


i a a 


smpanies 


Innovative and cost-effective solutions to protect your assets and minimise your tax. The Sovereign Group 15 a PERE global practice of leading < 
tax specialists, operating in 13 jurisdictions worldwide for over 10 years. For complimentary copies of our guides to international tax planning and trustee 
services, please contact your most convenient Sovereign office. Alternatively call for expert practical advice free of obligation or charge. € 
HONG KONG: STUART STOBIE USA: BILL ANDREWS GIBRALTAR: DIANE DENTITH UNITED KINGDOM: SIMON DENTON TC. PauL WINDER 
Tel: +852 2542 1177 Tel: +1 757 363 9669 Tel: +350 76173 Tel: +44 {0)207 479 7070 Tel: +1 649 946 5056 € 
Fax: +852 2545 0550 Fax: +1 757 363 9668 Fax: +350 70158 Fax: +44 (0)207 439 4436 Fax: +1 649 946 5052 
hk@sovereigngroup. com usa(@sovereigngroup.com gib@sovereigngroup.com uk@sovereigngroup.com tei@sovereigngroup.com € 


dtar) Limited is foensed by the Financial Services Commission ~ Licence Nar FSC O01438. sans 


4 fe fe fe fe fe fe fe fo SS De & 4 www.sovereigngroup.com 








Sewareign Trust 















Since 1977 The ICSL organisation has specialized in the establishment and administration of Offshore Companies, Trusts 
and other structures with emphasis on Tax Mitigation, Asset Protection and Privacy. We also arrange no tax/low tax 
residency and alternative citizenship and passport. For information or an initial consultation without obligation please 
contact your most convenient ICSL office. Our aim is to provide Quality Service at Reasonable Cost. 


CANADA - JACQUE LAPINE IBERIA - ROD RAMSDEN LLB LLM UK - PEYMAN ZIA 
International Company Services (Canada) Ltd ICSL Iberia Limitada International Company Services (UK) Ltd 
Tek +1 450 679 7452 Fax: +1450 6794263 Tel: +351 13142030 Fax: +351 13142031 Tel: +44 171 493 4244 Fax: +44 171 491 0605 






Email: icscanada@cedep.net Email: por@ICSL.com Email: uk@ICSL.com 














USA (WEST) - KASRA SADR JD USA (EAST) - JERRY BAKERJIAN BBA URUGUAY - Dr. CARLOS QUERALTO 
International Company Services (USA) Inc International Company Services (USA) Inc international Company Services S.A. : 
Tel: +1 310 550 8712 Fax: +1 319 205 7973 Tek +1954 943 1498 Fax: +1954 943 1499 Tek +598 2 902 1165 Fax: +598 2 902 1191 a es 
Email: usawest®ICSL.com Email: usa@ICSL.com Email: uy@ICSL.com www.ICSL 






-com 





















N A th CUT THE COST OF YOUR IMMIGRATION TO CANADA. 
ew u ors STAY IN LONDON : A j Experienced Canadian immigration 

H Comlonable self-contained serviced studio flats Lawyer will prepare Visa application and 
Publish Your Work in Knightsbridge near Harrods, fully equipped i 1 a job pan fo? Sospacive 





kitchen-dinette. bathroom, phone, satellite TY. P i $ 
ALL SUBJECTS CONSIDERED central heating, elevator, maid service, resident aane m ee B By eee esi 
manager, Suit 1-2 persons, Brochure by Air-Mail: Bly d.. #208 Mt Royal f Quebec a da 
















write or send your manuscript to: 


Knightsbridge Service Apartments 510-4 s 5 N o = os 
MINERVA PRESS 45 Ennismore Gardens, London SWF 1AQ. 3 ada, H3P Tl. Fax (514) 739 0795. 
TEL: 0171 584 4123. Fax: 0171 584 9058, eb (514) 2 2 Email: LSimcoe@csi.com 


318-317 REGENT STREET, info@ksflats.demon.co.uk hiipi t855 
= hi l! 3 C : Pog 
LONDON WIR 7YB, ENGLAND www.ksflats.demon.co.uk si , = oe 


aww, minerva-press.co.uk 


Immigration & Investment REED The U K & Offshore 
in USA, Canada, Believe your work worthy of being published? + e 
Australia & spain E Rne 1 | Company Specialists 
Are you looking for All subjects considered. Member of LP.G. CHOSHHOSHSHEEHEHEHSHOEHHSEHSEHOHESEROEEE 
permanent residency in the JANUS PUBLISHING COMPANY LTD. 

i Ready made & own choice of name 


ende -ateLzory or as 
E a a Co's available in UK & worldwide, 
ea E free advice & colour brochure. 

E Free name check, 
B We guarantee the 
lowest fees, 

E Complete 
confidentiality, 
E full nominee 


























The Company Store omp 
International is one of the l a 
accion S established Prani 
Documentation including 2nd PASSPORTS specialising in worldwi 
investment opportunities company and trust 


supplied for only $50 USD OFFSHORE COMPANIES formation. We 


Dr. Abdi Consultant inter national Maritime International Ltd ee offer 
! 2 i e qi St SE7LICE 


adar gona (Spain) Bay View Place, Crosbies and the most 
34 977 3 










































13.27 St. John’s, Antigua, West indies oy air fees, with services, domicilation, 
Tel: +1(268)461-2024 Fax: +1(268)462-2718 idden extras. We bank intreductions, 
Email: maritime@candw.ag undertake to refund the difference, mail, tel, fax, e-mail and 
httn:// ilonli if you can obtain the same services associated services, 
FOUCEIEN STERNA T P WNW ODI COT elsewhere at a lower cost. E All major credit cards accepted, 











”A decade of confidential service” 









For a dedicated web host 


provider look no further. OFFSHORE COMPANIES ae THE COMPANY STORE GROUP 
We provide MySQL/PHP, MS TRUSTS FOUNDATIONS ae 26 North John Street, Liverpool L2 9RU, UK 











SQL Server 7, ODBC, 
Real Server G2, Secure 
Servers, E-mail services, 

Domain Name registration 
and, of course, web space. 





Over 15 years of specialist company formation a> Tel: +44 (0) 151 258 1258 (24hrs) 
Fora ta NE AAA i i Fax: +44 (0) 151 236 0653 
y i e-mail: enq@companystoreworldwide.com 


together with free explanatory brochure contact: 


WORLDWIDE CORPORATE 


SOLUTIONS LIMITED Visit our comprehensive website: 
TEL. +44 1624 827153 jww.companystoreworldwide.com 


FAX. +44 1624 827154 FREEPHONE (UK) 0800 26-26-62 


E Mail solutions@advsys.co.uk 





















http: //www.totalwebsolutions.com 
Tel: 0870 7879 888 
E-mail: info@totalwebsolutions.com 
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"BUSINESS & PERSONAL 


#@*"*LONDON! bas 


a Quality serviced apartments offer ing bast val ue 
for money. Gur apartments offer great s sE 
Fully serviced, 







| compared to 
t 3. 





no Kitchen, TV. telephoreæ, 
healing, elevator, 

a Centrally located in Kensington area, a 
E Tourist Board Approved @ 
Ashburn Garden Apartments 
a 3 Ashburn Gardens a 


a South Kensington, London SW7 4DG, UK 


www. ashburngardens.co.uk 
M@info@ashburngardens.co.uk Wi 


% 


Tel: ++44 207 370 2663 
Fax: ++44 207 370 6743 


BEER 
International Business Manager 


seeks new challenge in leading role 
open to partnership, association 



















Creative, entreprenegrial and ambitious 

with exp. in Gen. Man in Bus. to Bus. 

Sales & Mrktg. (ind consumer prod.j, Bus 

» Start-ups, Europe & South Amer 

project man, oper. proce 

improvement P&L. High 
anding, 











int'ty mobile, 





th Floor, H Grosvenor Place, 
\ THH Fas: 0171-887-0888 





COMPANY & 
TRUST SERVICES 


Weli respecte d and al, we 
pecialise in all a 
without misle ding 
all jurisdic 3 


rprise.net 


sien car tel 
Group 


House, Victoria Street 
le of Man IME 2LW 


Salisbu 
Douglas, is 


TAX - FREE 


Companies world - wide 


‘ED KINGDOM 
~ Head Office - 


LAVECO Ltd 
Clos de Saigrie, Sark 
United Kin nG Yo Osh 
ret Į Gibson 
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a Arrangements of nominee 





OFFSHORE 
COMPANIES 


FROM THE 
WORLDS No. 1 
PROVIDER 


OFFSHORE COMPANIES 


& TAX PLANNING 
BY LAWYERS 
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OUTPUT, DEMAND AND JOBS Retail sa 


les in America rose by 9.9% in the 12:months to Au- 


gust; in the euro area they rose by 3.4% in the 12 months to June. America’s jobless rate was un- 


changed at 4.2% in September, as was the eu 


ro area’s, at 10.2%, in August. Euro-area Gbr growth 


in the year to the second quarter was revised up to 1.6%; Belgium’s edged up to 1.7%. 
% change at annual rate 
G 


The Economist poll 
GDP forecasts 
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m INDUSTRIAL OUTPUT Japan’s industri- 
al output continues to languish. In the sec- 
ond quarter of 1999, it was 5% lower than at 
| the start of the decade. But it has risen so far 
this year, which some take as a sign that Ja- 
pan may be past the worst of its long-run- 
ning economic woes. America’s industrial 
| output, in contrast, expanded for most of 
| the 1990s. By the second quarter of this year, 
| it was up by 35%, and it has risen further 
| since. But industrial-production growth in 
| the four big European economies has been 
| sluggish over the past ten years, taken as a 
| whole. By the second quarter of this year, 
| 

| 

i 

| 





industrial output was up by only 4% in Ger- 
many, 8% in France and 9% in Britain and It- 
| aly. However, a surge in German industrial 
| production in July and August points to 
| stronger growth ahead. 
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‘ECONOMIC INDICATORS 








nn aa 
COMMODITY PRICE INDEX 

Despite rising cereal output, ma- 
ny people will still be poorly fed in 2020, ac- 
cording to the International Food Policy Re- 
search Institute (1FPR1) in Washington, pc. 
Global cereal demand is expected to reach 
2.5 billion tonnes in 2020, a 40% rise over 
1995. Poor countries will account for 85% of 
the extra demand. Their populations are 
growing fast, and rising incomes are 
prompting a switch from subsistence crops 
to grains. But since their output of cereals is 
not likely to keep pace with demand, they 
could be importing 80% more cereals by 
2020. IPERI Says a better use of technology 
and freer farm trade are needed to feed the 
135m children under five who will other- 
wise be malnourished in 2020. 
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FINAN CIAL INDICATORS, 


| MONEY AND INTEREST RATES Bond markets had another bearish week. Yields on 30-year | M@ SHARES Finland is easily the star per- 
American Treasuries rose to 6.34% in the week to October zoth. America’s broad-money growth | former among the stockmarkets in smaller 
slowed to 7.5% in the year to September, as did Japan’s, to 3.3%. developed countries featured in our chart. 

_Money supply* _ __Interest rates % p.a. (Oct 20th 1999) Finnish share prices have risen by 139% 




















over- 2-year 10-year gov't _ , | since the beginning of 1998. This compares 
narrow broad night latest yearago prime gov'tbonds latest? yearago bonds | with an increase of 31% in Morgan Stanley 
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Capital International’s weighted index of 






































“4915.94 7.03 6.25 6.23 576 506 | i 
Canada +31 436 ag 450 477 460 625 590 622 490 world stockmarkets over the same period. 
Denmark C na +49 ag 285 342 460 575 473 581 462 | Helsinki’s strong performance i partly 
Japan +130 +33 sep 001 003 O45 138 032 174 | thanks to the Finnish economy’s strong 
Sweden _ +69 +62 Ag 290 324 #24495 455 477 598 growth. But it is also due to the success of its 
Switzerland +101 +18 sep 110 226 144 4313 283 = m 2 | burgeoning electronics firms, and most no- 
United States +17 +75 Sp 553 593 501 825 590 618 a56 tably its biggest listed company, Nokia, 
Euro-11 +12.8 +57 Aug 2.00 3.45 3.77 365 4.08 539 na which has become the world’s largest mo- 
terance 5.50%, Germany 5 "39%, Italy "5 70%, Benchmarks: Japan No.216 1 85%, US 30-year 6.34%. tNew series bile-telephone maker. Reykjavik has also i 
“Narrow: MY except Britain MO, broad: M2 or M3 except Britain M4.Sources: Commerzbank, Qen Danske, JP. Morgan, Royal Bank of Canada, Svenska 


done well: Iceland’s stockmarket has 
notched up gains of 35% since the beginning 
of 1998. But bourses in the other countries 
have been less buoyant. Luxembourg is up 
by 15% and Dublin by 13%. Share prices in 
New Zealand and Norway have actually 
fallen over the past 22 months. Wellington 
is down by 19%, and Oslo has fallen by 12%. 


Handelsbanken, Warburg Dillon Read, WEFA Group, Westpac, Primark Datastream. Rates cannot be construed as banks’ offers 


STOCKMARKETS Inflation fears sent the Dow Jones Industrial Average briefly below x 10,000 
on October 18th, but the market then rallied, to end the week to October 2oth up by 1.6%. All the 
other stockmarkets in our table, bar Belgium’s, went down over the week. 
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| “07 +17 -314 -0a - 8 
| Belgium (Bel 20 (Bel 2 20) +01 = 44 -189 -150 ; | 
| Britain (FTSE 100) -17 +54 -93 + 21 l 
| Canada (Toronto Composite) O8 7,2927 61803 -15 +185 -114 +69 | 
| Denmark (Copenhagen SE) 67 e90 s655 16 +124 1134 458 
France (SBF250) 29 3,065.5 2500.0 - 09 +344 - 34 +184 | 
| Germany (Xetra DAX) 5.6520 4668.5 ~ Gi +167 +145 + 57 | 
tay 60) O Gaye i5988 13386 -25 +59 C3 -a7 oi i 
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tin euro terms. TMorgan Stanley Capital international index includes individual markets ets isted above pius s eight athens, an dol 
‘Salomon Brothers World Government Bond Index, total return, in dollar terms 





— (S&P 500) 7222 +205 -91 +49 
Europe (FTSE Eurotop 300)" O 13699 1,1649 2 +242 - 69 +78 
| Euro-11 (FTSE Ebloc 100)" 9715 -09 +245 -65 +65 l 
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| TRADE, EXCHANGE RATES AND BUDGETS ‘America’ s visible-trade surplus edged down to 0 $30: 6 billion i in August, but the 12-month total 
widened yet again, to $305.8 billion. In the same 12-month period, Canada’s visible-trade surplus grew to $19.4 billion, half as much again as a 
year earlier. In the week to October 2oth, the dollar’s trade-weighted value fell by 0.4%, the yen gained 1.4% and sterling rose by 0.7%. 
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* Australia, Britain, France, Canada, Japan aod United States imports fob, exports fob. Ail others atob 
Snot seasonally adjusted. **New series, 


19902100, Bank of England. OECD estimate 
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E CURRENT-ACCOUNT BALANCES Sin- 
gapore will once again have the world’s 
largest current-account surplus this year, in 
relation to the size of its economy. Accord- 
ing to the mr’s latest World Economic Out- 


look, Singapore is expected to run a current- | 


account surplus of 21% of Gpp in 1999. Thai- 
land (8.8% of pp) and Malaysia (11.7%) will 
also have big surpluses this year, but in 2000 
they are likely to shrink, to 5.9% and 5.1% re- 
spectively. As a result of rising oil prices and 
a lack of access. to foreign capital, Russia’s 


current-account surplus has widened from | 


0.8% of Gpr in 1998 toa probable 7.8% of Gop 
in 1999. At the other extreme, Poland, the 


| fastest-growing economy in Eastern Eu- 
| rope, is expected to have a current-account 
| deficit this year of 6.5% of GDP. 











-EMERGING-MARKET IN DICATORS 














| ECONOMY China's GDP oi siowed to 7.0% in the year to the third quarter. In thea: 12 

































































months to September, China’s industrial- -production growth slowed to 8.1%; consumer prices 
fell by 0.8%. Over the same period, consumer prices in South Africa rose by 1.9%, the lowest for 31 
years. In the 12 months to August, South Africa’s industrial output rose by 2.1%. 

















% change on year e earlier _ Latest 12 months, $bn | Foreign reserves*, $bn i 
GDP industrial Consumer Trade Current Latest Yearago | 
production prices balance account | 
China +7093 + 8) sep ~ 08 Sep +27.6 Sep +28.4 1998 152.3 i 442 






































































































































HongKong + 0.7 ~ 6.6 a -61 Avg | 

india + 55 Q2 3} 6.3 Aug + 31 Aug | 

indonesia “+ 18a +102 o + 135e 

Malaysia ares) + 76 leat 

Philippines _ + 3.6 Q2 i -46 . i +20 a z 
Singapore a + 67 a2 +18.4 “Ag + 5d Aug 69.2 
South Korea _ + 98 Q ee: 29 9 Aug O+ E +27 5 sep Aug 45.0 
Taiwan +65 a g +90 Aug + “06 “Sep - + 9.9 Aug Jul 

Thailand + 35 +177 mg — O08 Sep +105 Aug 31.5 Aug 259 
Argentina -490 ~ 555p ~ ~ 2.3 Aug 24.0 sug 24.4 | 
Brazi O cosa B+ es | 
Chile _ -3692 - 1A ag + 2. | 
Colombia -76% - BT Ay + 935p) | 
Mexico + 3.2 Q _+ 46 Aug + 16.6 aug - 60 Avg | = 15 l 
Venezuela -96% ma + 212 se + 37 Nw - 1.8 04 | 
Egypt + 5.7 1985 + 8.0 m98 + 2 | 
Greece + 3.5 1998 + 46 m + 205 l 
israel + 0.7 Q RIL jut + 53 i 
South Africa nio + 27 Ay + | 
Turkey 2.0 2432-0. A 
Czech Republic + 0.3 o2 + 15an + | 
Hungary + 38 Qz +10.1 Aug + B i l 
Poland + 30 @ + B89 sp + 8.05 “146 aug -iiag 255 s | 
Russia +09 qt +202 so +1209 mg +309 mg +910 78 a __ 108 








*Exeluding goid, except Singapore; IMF definition tyisibie and invisible tade balance. §Year ending June. ‘Estimate tt rew series, 


FINANCIAL MARKETS Athens fell sharply on Wall Street’s wobbles and on global interest- 
rate fears. But after the Bank of Greece cut interest rates on October 2oth, shares rose by 5.8%, 
cutting the week's fall to 7.3%. Bangkok fell by 5.7% over the week, with the financial sector badly 
hit. Jakarta was highly volatile as the presidential election closed. 
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Colombia 1.956 1,597 3,260 1825 


Mexico 962 1003 16.0 1686 








Venezuela 632 570 1,053 787 
Egypt 34i 34) 569 830 




















South Africa 612 573 J02 


Turkey 471,380 282,700 785,838 
Czech Republic 34.1 
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*New series, inflation-adjusted. fin dollar terms. 


Sources: National statistics offices, central banks and stock exchanges; Primark Datastream, EIU; Reuters: Warburg Dillon Read; J.P Morgan, Hang Kong 
Monetary Authority; Centre for Mon:tonng indian Economy; FIEL EFG-Hermes, Bank Leumi Le-israel; Standard Bank Group, Akbank; Barik Ekspres; Deut- 
k, Russian Economic Trends. 
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Fly once. & 
Fly free. 


WorldPerks, the global mileage program of Northwest Airlines and KLM Royal Dutch Airlines, is Asia Pacific's most generous. 
So generous that with this promotion, just one flight is all you need to fly free! 


FLY ANYWHERE WITH WORLDPERKS, AND LAND A FREE FLIGHT! 
Between September 15 and December 15, 1999, fly roundtrip on Northwest in any class of service* (only “Y/Y2” fares are applicable for 
Economy Class travel) to any Northwest destination** from Asia and earn enough miles to fly free! For example: 










To North America in First or World Business Class™ 16,000 Bonus Miles + your flight mile: a FREE flight within Asia in Business Class! 





To North America in Fullfare (Y/Y2 fares} Economy Class 11.000 Bonus Miles + your flight miles = a FREE flight within Asia in Economy Class! 
Within Asia in First or World Business Class 11,000 Bonus Miles + your flight niles = a FREE flight within Japan in Economy Class! 





Within Asia in Fullfare (Y/Y2 fares) Economy Class 








=e 


Miles + your flight mil 





a FREE flight within Japan in 


onomy Clas: 








FREE TRAVEL IS JUST THE BEGINNING. 
We've listed just a few of the benefits that you’ll enjoy as a WorldPerks member: 
* Miles that do not expire 
¢ An additional 50% mileage bonus in First or World Business Class 
* The ability to earn and redeem miles in any paid class of service on Northwest, KLM and Continental 
* Some of the lowest award levels from Asia Pacific 
° Easy-to-reach mileage thresholds for elite memberships 





Fly free with just one flight — join WorldPerks now! 
Don't miss your chance to earn free travel with just one Hight. To enroll in Asia Pacific’s most generous mileage program, simply 
complete and return the form below by toll-free fax today. 


* Economy Class travel within Asia originating in Korea is not eligible for this offer. 





“« Flights to Alaska and Hawaii are not eligible for this offer. 


TERMS & CONDITIONS © This offer is valid only for WorldPerks members residing in Asa Pacific. « Enrollment in this 

promotion is required at least 14 days priat to departure. Vou must bra WostdFerks member te participate in this promotion 

* This promotion is valid between September 15 and December 15, 1999, and is only valid with the following fare 

types: F/C/P ALY /VE. Only the first qualifving Hight per member taken during the promotion period is eligible for 

Bonus Miles. © Ofer is not valid for mixed class ravel. © This offer cannot be combined with any other Northwest 
or WotlaPurks Offer 









Par fax your completed form i [VÍ YES, | WANT TO FLY ONCE AND FLY FREE! 


prior to your departure using IF you're already a WorldPerks member, please write your name and membership number in the spaces provided. If you are not yet a member, 
tha appropriate toll-free fax fully complete the form below in ENGLISH, and we'll enroll you immediately. Or visit www.nwa.kim.com/wp/ and enroll online. 
number below. 
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your number here: | 










It you are already a WordPerks member, please write 
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HSBC. Its a sure sign that yowre dealing with a 
world-class financial services organisation. 

We’ve been around for more than 130 years. Now we're 
in 79 countries and territories, serving over 20 million 
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| ON THE COVER 
Giving the boss the sack is never easy. Butitis. | 
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Green traders 


Sir—You fail to acknowledge the 
true environmental impact of the 
international economy (“Why 
greens should love trade”, Octo- 
ber th). A substantial portion of 
energy consumption is spent 
moving goods around the globe. 
This might be a price worth pay- 
ing if the trade brought genuine 
benefits. However, one-third of 
global trade is in like products. 
Also, the mantra that “trade 
makes us richer and rich people 
are greener” is false. Trade makes 
some people very rich but it does 
not benefit the vast majority. It is 
the lifestyle of the rich that is the 
problem. An average Scot emits 
over nine tonnes of carbon diox- 
ide a year; a sustainable amount 
would be 1.7 tonnes. Instead of 
spreading the rich world’s life- 
style to the rest of the world in the 
vain hope that this will provide 
funds to clean up the resulting 
mess, the rich world must find 
ways to reduce its global impact. 
Edinburgh DANIEL MITTLER 


Sır—The conventional wisdom is 
that trade liberalisation under- 
mines environmental standards 
in a “race to the bottom’. Al- 
though counter-examples exist, 
the evidence is that agreements to 
promote free trade have invari- 
ably led to a “race to the top”. This 
phenomenon has been named 
the “California effect”, referring to 
the role of powerful states in driv- 
ing environmental regulations 
upwards as economic integration 
increases, It can also be observed 
in the eu where the policy prefer- 
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ences of the greener member 
states have been adopted pro- 
gressively by members with laxer 
environmental standards. 

The real enemy of the environ- 
ment is poverty. Trade generates 
wealth, which in turn leads to de- 
mands for stricter environmental 
standards. The green groups who 
meet in Seattle should be calling 
for the wro to be strengthened. 

LyaALt HOWARD 

National 

Canberra Farmers’ Federation 
Fea aj 





Radical conservative 


Sir—Bagehot’s mea culpa (Octo- 
ber 23rd) after his emotional com- 
mentary on the prime minister’s 
Bournemouth speech was as con- 
vincing as the latter’s “re-posi- 
tioning” of his comments in the 
Daily Telegraph. 

First, Conservative objections 
were nothing to do with whether 
the “conservatism” Mr Blair re- 
ferred to has a capital letter. The 
prime minister seemed to have 
been searching for “reactionary”: 
many Tories would then have 
agreed with his strictures. 

Secondly, looking back over 
the last century, it would be ob- 
tuse to suggest that “progressives” 
have a better track record than 
even reactionaries. There is no 
monopoly on “dark forces of rac- 
ism and bigotry”. 

Thirdly, Mr Blair’s record sug- 
gests that what he means by the 
opposite of conservative is 
“change”, rather than “reform”. 
The House of Lords is abolished 
with no alternative in place; devo- 
lution is so badly managed that 
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whatever is legislated for within a 
regional purview becomes na- 
tional policy, since no means 
have been provided for specifi- 
cally English legislation (cf, beef- 
on-the-bone); hours of valuable 
political time are wasted on the 
trivial, but “radical”, issue of fox- 
hunting; and so on. 
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Gallic boost 


Sır—-I am surprised to read (“Div- 
ing for cover”, October 16th) acco- 
lades- to Air France’s strategy in 
your newspaper. 

Over the past seven years Air 
France has received European 
subsidies of £2.8 billion ($4.7 bil- 
lion)—almost the current market 
capitalisation of British Airways. 
No wonder that, in contrast to 
most competitors, it is currently 
expanding capacity and launch- 
ing new investments. 

Air France also dominates 
Charles de Gaulle Airport, where 
virtually limitless potential for 
passenger expansion was ensured 
without the inconvenience of a 
six-year public enquiry. 

It will be an irony indeed if Air 
France next moves to buy into 
foreign airlines—in effect, nation- 
alising by stealth another coun- 
try’s carrier. But perhaps your cor- 
respondent will endorse that too. 
SIMON WALKER 
Director of 
Communications 

British Airways 





Flight of the kiwis 


Sir—Your article on Australia- 
New Zealand currency union 
(“Hands across the Tasman”, Oc- 
tober 9th) refers to New Zealand 
as a “miracle economy”, with the 
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eral exports. Australia did not 
have a liberal revolution. So the 
puzzle is why a widely acclaimed 
“textbook” set of policy reforms 
made in the name of microeco- 
nomic efficiency could have add- 
ed up to so little in the way of 
macroeconomic growth. 

The Economist has, in the past, 
argued correctly that the sequenc- 
ing of the reforms was not opti- 
mal, with the relatively easy 
opening up of currency and fi- 
nancial markets preceding the 
politically more difficult liberal- 
isation of goods and labour mar- 
kets. But the last major labour- 
market reform was completed in 
1991. There has been enough time 
for New Zealanders to expect the 
pain of adjustment to the new re- 
gime to show some payoff in 
economic performance. 

Instead, our incomes are now 
one-third lower than they would 
have been had we just matched 
Australian economic growth since 
1984. It is no wonder that thou- 
sands of New Zealanders are now 
living across the Tasman Sea. 

i Tim HAZLEDINE 
Warwick University of Warwick 
J 





Touching base 


Sir—As most baseball fans know, 
the “world” in “World Series” 
(“They're in the pinstripes, Hilla- 
ry”, October 16th) comes not from 
the synonym for the globe, but 
rather from the name of the New 
York World, the newspaper that 
originally sponsored the games. 
This titbit of etymology has been 
pointed out in the pages of The 
Economist, most recently in 
“World champions” (Letters, No- 
vember 16th 1996). Might I suggest 
that those who write for The 
Economist be actively encour- 
aged to read it? 


Oslo MICHAEL BRADY 


inference that only in the two 
years since the Asian crisis have 
things gone a bit sour there. In 
fact, economic growth in New 
Zealand has been declining 
steadily for the past five years, 
and over the past 15 years perfor- 
mance has, on aggregate, been 


Please enter a subscription for 1 year 
CH enclose payment of 

(payable to The Economist Newspaper Ltd) 
For credit card payment, see subscription card insert 
Australia A$268 Ci Singapore $$204 
{9 Malaysia US$67 CThailand US$84 
{3 Other Asia/Pacific US$165 
{1 The Economist Quarterly index 





Editor’s note. We had many 

similar pitches on this subject. 
They are out of the strike zone, 
as we were in 1996. According 
to the Baseball Hall of Fame, 
there is no evidence that the 
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The real miracle economy in 
the South Pacific is, of course, 
Australia, which simply sailed 


| ports in 1882; the first official | 
| “World Series”, in 1903, was | 
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“It is not the strongest species that survive, 
‘nor the most intelligent, 
but the ones most responsive to change” 
E Charles Darwin 


Operational Strategy 


The implications of the New Economy mean not just an increase in the pace of change but the radical 
reconstruction of how major organisations will compete in the future. They will need critical support in 
designing and implementing operational strategies that create real momentum for change in the organisation 
and that fully embrace the opportunities new technologies will bring. 


Cambridge Management Consulting is one of a limited number of management consultancies capable of 
supporting major organisations in the practical reality of how to meet this unique set of circumstances. We are 
one of the fastest growing consultancies in Europe and the United States and a division .of Cambridge 
Technology Partners. 


We are now seeking to attract candidates with outstanding strategic and business relationship skills, who relish 
the challenge of helping organisations to identify their unique path to competitive advantage. 


These are leadership positions and you will be expected to: 


Have a track record of assessing an organisation's key and distinctive competencies and facilitating these to 
practical operational strategies 


Have demonstrable sector expertise and thought leadership 
Motivate and inspire committed teams of both consultants and clients 
Create business solutions that embrace the New Economy demands of scale, speed, trust and technology 


Ideally, you will have the combination of analytical and relationship skills to set strategic direction for our clients 
and create the momentum of change for delivery within their businesses. You will also be expected to play a 
major part in the development of our organisation. 


These positions, based in the United States, United Kingdom, Germany and France, offer substantial reward 
packages for the right individuals. 


Please apply in writing, enclosing your full CV and current salary details, to Barkers Response Services, 
Wellington House, Queensmere, Slough, Berkshire SLI IDB, United Kingdom. Email: 
response.services@bnbi.com Please quote reference 5612A. 


| Cambridge Management Consulting | 
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Sustainability Advisory Services 


Social Accountability & Audit Manager 
Business Ethics and Integrity Manager 


£Excellent plus flexible benefits London based 
The demands on business have never been greater. The bottom line has changed, increasing the emphasis on corporate 
responsibility and sustainable development. As one of the world’s leading professional advisory firms KPMG’s 
commitment to helping our clients adjust is absolute. 

Our Sustainability Advisory Services team - established following an innovative alliance with The Body Shop 
International - champions the development and delivery of solutions to economic, environmental and social issues that 





our clients face. Our work is driven by best practice standards, and our vision is to integrate sustainability thinking 
throughout KPMG worldwide. As a result, we seek two experienced professionals to drive forward the growth and 
reputation of the SAS team. 

Operating at senior management level, you will either specialise in Social Accountability & Audit - enabling businesses 
to respond to calls for greater corporate transparency - or in Business Ethics & Integrity - incorporating ethical 
considerations into decision-making. In both eases, you will spearhead major change management projects for clients, 
whilst developing the concept of sustainability as a practical commercial solution to colleagues at all levels. 

Senior consulting experience within a large corporation and/or the financial sector is essential, as is a track record of 
delivering lasting business-aligned management solutions. These represent outstanding career opportunities for self- 
motivated professionals with the energy and a genuine passion for promoting the business case for reform. 


Please write with full details, highlighting which position interests you, to KPMG, PO Box 29433, London NW1 2ZB. 
Fax: 0171 554 4431. E-mail: kpmg@vital.co.uk 


www.kpmg.co.uk 


It's time for clarity. 
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Arthur Andersen is looking to recruit a number of experienced 
economists in the London Group to join an international team of 
dedicated professionals operating throughout the UK, Europe, 
the Americas and Asia/Pacific. The work will primarily involve: 
@ Pricing analysis and economic advice 

® Analysis of business processes 

® Valuation of businesses 

© Determination of applicable royalty rates 

® Bargaining theory 

® Cost allocations 

Suitable candidates are likely to have a Masters or PhD 
in Economics with particular emphasis on industrial and 
microeconomics as well as a minimum of 2 years relevant work 





experience. They should also have strong analytical skills and 
a practical and commercial approach to business issues. 


The role will involve extensive client contact and therefore 
excellent interpersonal and communication skills are essential. 


Arthur Andersen is totally committed to training and places 
a strong emphasis on continuous career development. 
Successful applicants would have the opportunity to study 
for an MBA. 


Interested? Please send your CV to Linda Johnston, 
Recruitment Manager, Arthur Andersen, 1 Surrey Street, 
London WC2R 2PS. 


Arthur Andersen is an Equal Opportunities employer. 


ARTHUR 
NDERSEN 
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4 NATIONAL 


staristics Director and National Statistician 





Central London 









up to £120,000 


(more may be available for an exceptional candidate) 


The recently published White Paper, ‘Building Trust in 
Statistics’, takes forward the Government’s commitment to 
strengthening the integrity of official statistics and improving 
quality. The White Paper establishes the new role of National 
Statistician, encompassing professional responsibility for all 
national statistics and subsuming the roles of Director of 
ONS and Registrar General for England and Wales. 


The National Statistician is the UK Government's chief 
professional adviser on statistical matters, will be responsible for 
professional standards for publication and quality assessment and 
will work with the newly formed Statistics Commission. As 
Director of the Office for National Statistics, the successful 
candidate will lead a Department and Executive Agency with a 
turnover of around £125m and 3,000 staff, spread across five 
sites. A recent review has identified significant opportunities for 
savings as well as for better quality outputs. The National 
Statistician also holds the statutory office of Registrar General 
and a major review is also being undertaken in this area. 
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This is a highly significant and influential role, requiring an 
outstanding candidate who can demonstrate a combination 
of proven leadership ability with an understanding of the 
sources and uses of official statistics. The ability to gain the 
confidence of and influence ministers and senior officials is 
vital, as is a track record of introducing and managing 
change without compromising quality and developing and 
delivering long term strategies. 


The appointment will be made initially on the basis of a three 
year contract, with the option for extension or for permanent 
appointment. 


ONS is fully committed to equal opportunities. 


Please contact GKR at the address below for an information pack, 
quoting reference number 99097]. Closing date for applications 
received ts 19th November 1999. 


Queensberry House, 3 Old Burlington Street, 
London WIX 1LA. 

Tel: 0171 905 0265, Fax: 0171 534 0003. 
E-mail: kwilliams@gkrgroup.com 



























ADVERTISEMENT SALES 

FRANKFURT, GERMANY 

The advertisement sales department of The Economist is 
looking for experienced advertising sales executives to join 


the dynamic Frankfurt office, which covers sales in 
Germany, North Switzerland, Austria and Central Europe. 


Reporting to the regional advertising manager, and 
working closely with the worldwide sales team, you will 
be responsible for generating revenue from existing and 
new clients within your territory, dealing with both clients 
and advertising agencies. 


Of graduate calibre, you will need a minimum of two years 
advertising sales or media agency experience, preferably in 
the international sector, and be fluent in German. Your 
experience and skills must include written presentations, 
telephone selling and face-to-face presenting at all levels. 
Knowledge of international media research and new media 
sales will be an advantage and you should demonstrate an 
interest in global business and world affairs. 


Please apply in writing with concise resume, including 
current salary details to Adam Ellis, HR Executive, at the 
address below. Closing date for applications: November 
30th 1999. 


m THE ECONOMIST 
i Fhe 2 15 REGENT STREET 
Economist LONDON 
SWI1Y 4LR 


IHE ECONOMIST GROUP E-mail: adamellis@economist.com 


THE FORD FOUNDATION 
320 East 43rd Street 
New York, NY 10017 


The Ford Foundation is seeking to fill the following position: 
Director, Community and Resource Development, New York, NY: 
Worldwide responsibility for the Foundation’s work in the community 
. development/environment and development fields. CRD is one of three 
units of the Asset Building and Community Development program 
which aims to reduce poverty and injustice while enhancing the 
abilities of communities to protect, build and deploy assets in an 
equitable and sustainable manner. CRD’s grants aim to mobilize 
community and natural resources, strengthen key community 
institutions, and support coalitions, partnerships, and social movements 
with grantmaking portfolios building financial, human, social and 
natural resources assets in the following areas: faith-based community 
development; community-based philanthropy; education and 
development; natural resource management; certification and natural 
resources management; and environmental justice and environmental 
equity. Working with program officers, the Director will shape and 
refine efforts to enhance the quality of life and opportunities of poor 
and marginalized communities; manage a team of program officers and 
administrative staff; develop a framework for grantmaking to build the 
community development/environment and development fields 
worldwide; provide leadership to additional program staff in 
Foundation offices in Africa, Latin America and Asia; represent the 
Foundation in national and international fora, and contribute to 
Foundation-wide policies and programs. 
Qualifications: Deep knowledge in community development and 
environmental development fields; demonstrated leadership and 
experience in managing professionals at a senior level; excellent 
analytical and communication skills; an advanced degree in relevant 
social science discipline; understanding of and ability to affect the U.S. 


policy milieu; international experience; willingness to travel extensively. 


To apply, please send a cover letter, resume and brief writing sample, 
preferably by December 15, 1999, to Ms. S. Gordon, Human Resources 
Box #717 at the above address. The Ford Foundation is an Equal 
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Information Technology Officer 


The United Nations Framework Convention on 
Climate Change seeks dynamic Information 
Technology Officer to lead IT team at its 
secretariat in Bonn, Germany and conference 
sites around the world. Candidates need 
expertise in designing knowledge management 
systems, experience of Internet, WAN and 
ŁAN, and solid understanding of information 
technology applications and operation. Post- 
graduate degree in computer science, 7 years 
relevant work experience, with some at 
international level. English required, French, 
Spanish, or German desirable. Indicative net 
salary: $50,767 or higher plus $14,214 post 
adjustment. 


Applications should be received by: 

26 November 1999 addressed to: 

Chief of Administration, UNFCCC secretariat, 
PO Box 260124, D-53175 Bonn, Germany, 
or fax 49-228-815-1999 

or e-mail to: ekeip@unfccc.de 

Full announcement available on: 
http://www.unfccc.de 


CEO - INVESTMENT CO. 

Our client, one of the major investment companies in : 
the Middle East, with investments concentrated in industrial, 
banking and financial: services companies, is looking for a 


The Job: The Person: ; 

< Develop and implement long term business : +. Professional qualifications in Finance 
strategies to enable the company to bea {CAMBA ~ Fin): 
market leader. Minimum: 15-20. years experienve in the 
Provide guidance in day to-day operations investment field: 
and maximise intemal efficiencies. Experience in heading operations inva 
Establish appropriate linkages with external . -similar financial service related 
stakeholders, environment, Multinational experience 
Identify and enter those markets in synergy preferred, 
With the company’s business strategy. Hands on management syle with sound 
Manage the tisk profile of the company’s interpersonal skills, excellent 
investment choices, administration and communication skills. 

Computer literate, 


Basic Salary up to US $ 9000 p.m, plus housing, car & utilities, In addition, the incumbent. 
is also eligible for an annual performance related incentive, All these are tax free, 


Please send your CV. passport details and two passport size photographs within 10 days to: 


an Resources Development Consultants LEC 
O: Box 506, Postal Code 133, Al Khuwair 
ultanate of Oman 
` Tel: (+968) 693501 Fax: (4968) 693697 
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Experts for long-term and short-term 
assignments in emerging markets 


KPMG is a leading provider of professional services in the areas of 
audit, tax, management consulting and corporate finance. 

We are involved in a number of international donor funded projects in 
developing countries and transition economies, For our projects with 
the European Commission and the EBRD, we are seeking experts to 
participate in current and upcoming short-term and long-term 
assignments in: 


Economic development (financial services, SME development, 
human resources, industrial policy, quality standards, privatisation 
and restructuring) 

International trade policy 
Infrastructure development 
telecommunications), environment 
Tax and legal services, public administration, institutional 
strengthening and good governance 

Insurance and development of the social sector (education, health, 
social services) 


(transport, energy, water, 


Candidates must have proven consulting experience in these sectors, in 
particular in programmes financed by international donor organisations. 
Knowledge of emerging markets and relevant field experience is required. 


Please send an electronic version of your CV in the EU format 
(available on request) to Inez Basselé, KPMG Regional Headquarters, 
54 Avenue Louise, B-1050 Brussels, Belgium, inez.bassele@kpmg.be. 
PETI If you would-like more information 
about KPMG, please visit our website 
at www.kpiig.com 


Deputy Director 
Information Systems Department 


The International Federation of Red Cross and Red Crescent Societies is 
the world’s largest humanitarian organisation, with the mission to 
improve the situation of the most vulnerable people. Through it’s unique 
network of National Societies, which covers almost every country in the 
world, it directs and co-ordinates international assistance to victims of 
natural and technological disasters, to refugees, and in health emergencies. 


You will serve as a focal point for the development and implementation 
of an effective information strategy for the Federation. Collaborating with 
the Director, Information Systems and the ISD Heads of Service in 
planning and monitoring the budget for the department, you will co- 
ordinate and/or manage major information systems projects as well as 
assist user groups to articulate. their information systems needs, and help 
ensure these needs are met. The ISD team is currently 21 staff members. 


We require a university degree in computer science or information 
science, or the equivalent professional experience. Additional advanced 
training/education in collateral areas (eg telecoms management, strategic 
planning, financial management systems) would be an asset. We are also 
looking for at least 8 years’ experience preferably in a setting with 
international responsibilities and exposure. 


Applicants should send their curriculum vitae quoting vacancy 
number 99-310E no later than 22 November 1999 to: Officer Recruitment 
& Human Resources Planning, International Federation of Red Cross and 
Red Crescent Societies, PO Box 372,CH-1211 Geneva 19, Fax: +41 22 730 
4958, email address vacancies@ifre.org or visit our web site www.ifrc.org 


The International Federation is an equal opportunity employer. 
International Federation of Red Cross 
and Red Crescent Societies 





The Food and Agriculture Organization of the United Nations 
Invites applications for the post of 


FISHERY PLANNING OFFICER (P-4) 
At its Headquarters in Rome, Italy 


Requirements: Advanced university degree in economics, including courses in natural resource economics 
and quantitative economics. Seven years of progressively responsible experience in quantitative economic 
analysis of natural resources of which at least three in fisheries and/or aquaculture. Initiative, resourcefulness 
and ability to work with minimum supervision; ability to communicate clearly and concisely both orally and. in 
writing; ability to establish and maintain effective working relationships with people of different national and 
cultural backgrounds. 


Responsibilities: Undertake economic analysis for the development and application of policies and strategies 
aimed at ensuring sustained livelihood for all beneficiaries of fisheries and aquaculture and assist in the adaptation 
of beneficiaries to changing economic and social conditions. Promote national capacity in quantitative economic 
analysis of fisheries issues through on-the-job training, field missions, elaboration of guidelines and organisation of 
workshops. Contribute to major publications. 


Languages: Excellent knowledge of English; working knowledge of French or Spanish. 


Benefits: Tax-free salary, travel and removal expenses paid. Assignment and repatriation grants. Six weeks 
annual leave, assistance with education costs and other benefits of the International Civil Service. 


Applications to: Management Support Unit Fishery and Forestry Departments - Fax no. +390657055137 
Via delle Terme di Caracalla 00100-Rome-Italy quoting VA 275-FIP no later than 15 November 1999. 
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The Brattle Group Economic, 


Environmental & 
Management Counsel 


Associates and Senior Associates 


Network Industries and Competition Economics 


The Brattle Group, Ltd. provides consulting services and expert 
testimony on economic, regulatory and strategic issues to 
corporations and law firms worldwide. We assess the economic 
implications of regulatory proposals, analyse competition, and 
estimate the value of businesses. 


Our London office is seeking Associates and Senior Associates to 
support our rapidly growing practices in competition law and 
network industry economics. Candidates must have an advanced 
degree in economics or business from a top university, ideally 
with concentrations in microeconomics, finance, or statistical 
analysis. Some successful candidates in the past have had 
advanced degrees in other fields which require rigorous technical 
or quantitative analysis, such as physics or mathematics. 


We will offer a competitively attractive remuneration packages to 
exceptional candidates. Information about our firm can be 
found at www.brattle.com. 


Please submit your application in writing (with covering letter 
and CV) to: 


Corinne Haywood 
The Brattle Group, Ltd. 
8-12 Brook Street 
London WILY 2BY 


Chief Executive 
Council of European Professional Informatics Societies 
Frankfurt 


The Council of European Professional informatics Societies (CEPIS) is 
seeking to recruit a highly qualified Chief Executive. Thirty national 
informatics societies, from 25 countries, are members of CEPIS. Individual 
membership is in excess of 150,000. 


The job entails: 

+ Managing CEPIS external relationships with its member societies, with 
other pan-European bodies and with international organisations in the 
informatics sector. 

Implementing CEPIS strategies and plans, and managing CEPIS projects. 
The position has a commercial focus and the individual appointed will be 
expected to generate revenues to fund future growth, 

Managing CEPIS office in Frankfurt and 

Other duties agreed by Council and its Officers. 


The individual will be employed in Frankfurt by VDE (Verband Der 
Elektrotechnik Electronik Informationstechnik) on behalf of CEPIS. 


Skills Required 
The individual appointed to the position is likely to have the following skills. 
He/she will: 
Have a thorough understanding of the IT profession and is likely to have 
worked as an IT professional. 
Have been a project manager and implemented IT or similar systems. 
Have experience of business development and working towards targets. 
The individual will be a “self starter” and will not require close management. 
Have held financial and management responsibility. 
Be an excellent verbal and written communicator in English and at least one 
other European language. 
Be a good team player, recognising the different cultures across Europe. 
He/she will have excellent interpersonal skills. 


The appointment will be for two years initially, with the possibility of being 
made permanent thereafter. The initial salary is c. 70,000+ euros, 


Further particulars from: CEPIS, 7 Mansfield Mews, London W1M 9FJ. 
Telephone/FAX +44 20 7637 5607. Email: secretary@cepis.org 
http: /Awww.cepis.org 
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UNITED REPUBLIC OF TANZANIA 


MINISTRY OF NATURAL RESOURCES AND TOURISM 


TANZANIA FOREST CONSERVATION AND MANAGEMENT PROJECT 
Project Preparation Grant No. TF 25922 


Expressions of Interest 


The Ministry of Natural Resources and Tourism (MNRT) has received from the International Development Association (IDA) a 
Policy and Human Resources Development (PHRD) grant in the amount of USD 481,000.00 and has applied for a Project 
Preparation Facility advance, in the amount of USD 600,000.00 toward the cost of preparing the Tanzania Forest Conservation 
Management Project (TFCMP). The Ministry intends to apply part of these funds, to recruit consultants to assist it in preparing 
this project. The proposed Forest Conservation and Management Project is intended to develop a framework for the long-term 
sustainable management of forest resources in Tanzania. The proposed project will provide support for: 


(i) The establishment of a National Forest Management Service (modeled as an ‘Executive Agency’), consistent with 
Government’s on-going program of civil service reform, with clearly defined responsibilities for the management and . 
protection of Tanzania’s forest, woodland, and plantation resources. 

(ii) The establishment of a framework to bring about the involvement of the private sector in industrial forest plantation 
management. 

(iii) Conservation and management of Tanzania’s Eastern Arc Forests. 


MNRT is seeking to recruit three individual consultants to assist it in preparing the proposed project: 


* An Institutional Change Specialist, to evaluate options and make recommendations with regard to the establishment and 
institutional structure of a National Forest Management Service, as an Executive Agency, with responsibilities for the 
management of Tanzania’s forest, woodland, and plantation resources, taking into account issues of financial sustainability, 
staffing, decentralization, and infrastructure. The Specialist will be expected to identify options for more fully involving the 
private sector in the management of the industrial plantation estate, for example, through long-term leasing arrangements, 
contract management services, and other models, and in addition will examine the scope for improving forest conservation in 
Tanzania (particularly in the Eastern Arc mountain forests), and proposing an institutional model for doing so; 

A Human Resources Development Specialist, to be responsible for assessing the skills and expertise available within the 
Forestry and Beekeeping Division for meeting the demands of the proposed Forest Management Service; for proposing the 
skills-mix which would be needed. to address the institutional objectives of the service; for developing a human resources 
development plan consistent with these needs; and for providing inputs to the design of the project components associated with 
establishment of the Service, and other forestry related roles retained by the Ministry. 

The Forest Resource Management Specialist, to work with the Institutional Change Specialist to develop a strategy for more > 
fully involving the private sector in plantation management; determine pilot areas within which the Agency will concentrate its 
preliminary activities during project implementation both for natural forest management as well as for involving the private 
sector in industrial plantation management; define baseline information requirements; determine the scope of the environmental 
impact assessment or other analyses which may be required. 


The consultants will be expected to assist Government in preparing the proposed Forest Conservation and Management project, to. 
assist Government in preparing a detailed description of those activities which will be financed during project implementation, and... 
to assist Government in preparing an implementation plan and manual for the project implementation period. 


The Ministry now invites eligible consultants to indicate their interest in providing the services required. Interested consultants must 
provide information indicating that they are qualified to provide the services required (curriculum vitae, brochures, description of > 
similar assignments, experience in similar conditions, etc.). 


Expressions of interest should be received by no later than 30th November 1999. From the eligible individuals or firms responding 
by that date, a short list will be prepared, and short listed individuals or firms will be invited to prepare technical and financial 
proposals responsive to the needs of the project. 


A consultant will be selected in accordance with the procedure set out in the World Bank’s Guildlines: Selection and Employment of | 
Consultants by World Bank Borrowers, January 1999 revision. 


Expressions of interest should be sent to: 


The Permanent Secretary 
Ministry of Natural Resources and Tourism 
P.O. Box 40832 
DAR ES SALAAM 
Attention Dr. F. Kilahama 
Tel: Direct 00 255 51 866163 
General 00 255 51 866160 
Fax: 00 255 51 866162 
E-mail: frmp@intafrica.com 
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Firing the boss 


ACKING someone is a horrible task, as [=] 

near to commanding a firing squad as 
most civilised people get these days. It is not 
quite as unpleasant as being sacked, of 
course, and it is easier if you can delegate 
your dirty work to somebody in human re- 
sources. But the sheer nastiness of telling 
somebody it’s time to go is enough to make 
the toughest hesitate. Nowhere is this truer 
than in the boardroom. Confronted with a 
chief executive whose strategy is not working, 
the instinct of many company directors is to 
wait in the hope that something—the shares, 
ideally—will tum up. Far better to find a re- 
placement, quickly, and pay the price. 

An able chief executive has extraordinary power to make 
or break a company. Take the way that Robert Ayling has 
turned Britain’s Ba from “the world’s favourite airline” into 
just another troubled carrier. Or look at how Gil Amelio dam- 
aged Apple Computer and Edzard Reuter wrecked Daimler- 
Benz. But the speed with which Apple’s resurrection followed 
the return of Steve Jobs, or the vigour with which Jürgen 
Schrempp has restructured Daimler and Jean-Marie Messier 
has transformed France’s Vivendi, all show the value of talent. 


Exceptional skills required 


Such influence reflects the demands of running a large firm 
these days. Backed by the corporate bureaucracy, a chief exec- 
utive might once have got by with good managers, cost- 
control, and a beady eye on the accounts. Although such 
things still matter, a chief executive now has to think for him- 
self. He needs to be an innovator and an entrepreneur with a 
global vision. He needs political skills, to steer a course 
through the regulatory maze. He needs to be a salesman and a 
preacher to woo consumers, employees and investors. 

Which is why a firm with a good boss does everything in 
its power to hang on to him—and why some of the most suc- 
cessful chief executives, such as the late Roberto Goizueta of 
Coca-Cola, spent years in the job. Yet, because the costs of 
failure are so high, it is also essential to get rid of an un- 
derperforming boss. In the United States, more boards are do- 
ing their duty (see page 69). Indeed, running a big American 
firm or a Silicon Valley start-up is now riskier than being 
grand vizier in the court of the Ottoman sultan. Boards in oth- 
er parts of the world are too reluctant to pull the trigger. 

A few firms go to the other extreme and become serial 
sackers; many others, even American ones, seem stuck with a 
fossilised strategy and a familiar face. According to Rakesh 
Khurana, of mit’s Sloan School of Management, most boards 
give the chief executive a honeymoon of between two and 
three years. Then follow a couple of dangerous years. After 
that, the longer you are chief executive, the less likely you are 
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to be fired. A change might do the world of | 
good in such companies as Disney or Britain's 
Rentokil Initial, both of which have recently 
done poorly under long-serving chief execu- 
tives. The boards of such firms should ask 
themselves whether their bosses are stars like 


mer, who ruled Occidental Petroleum as his 
fief into his gos. 

Where there is inaction, institutional in- 
vestors bear part of the blame. Rather than 
step in when performance flags, many prefer 
to sell the shares or sit back and wait for a free 
ride on the activism of others. When investors 
act, as they do increasingly in America, they 
discover that replacing the boss is a labour of behind-the-.. 
scenes negotiations. 

Which is why sacking the boss ultimately comes down to 
the judgment of a firm’s directors. Yet boards find many ex- . 
cuses for doing nothing. The boss is near retirement; he is the 
founder; he is the founder’s son. It would look bad; it would 
be hard to find someone better; it would show that the cor- 
porate strategy had been less brilliant than the board had told 
shareholders at the previous AGM. 

How to change this? An essential is to structure the board 
so that it can scrutinise the chief executive. That is best done 
when the roles of non-executive chairman and chief execu- 
tive are separate, so that rebellious directors have a leader. 
Non-executives should meet without the chief executive, and 
make a regular evaluation of the boss’s achievements. 

Directors will do this better if they have a stake in the firm. - 
Many companies have grasped the need to align the interests 
of chief executive and shareholders, with shares or (less good) 
share options; far fewer have seen the need to align the inter- 
ests of directors and shareholders in the same way. 

Many mediocre chief executives owe their jobs to bad 
boards. The longer a chief executive has been in the job, the 
more likely he is to have appointed the executive directors 
and brought in his chums as “independent” non-executives. 
When the chief executive’s tennis coach and golf partner have 
to decide his future, they are unlikely to vote for execution—a 
reason for ensuring that non-executives are truly professional, 
and value their reputation for independence above their 
board fees. 

When it is time to make a change, firms should reluctantly 
accept that they may have to pay a bad boss to leave. To pay a 
crooked one would be wrong. That aside, when a chief execu- 
tive leaves under a cloud, his career is wrecked and he is un- 
likely ever again to run a firm of similar size. Buying out the 
boss may be the fastest way to give a company a fresh start. A 
fresh start is exactly what many companies need. 





Mr Goizueta, or tyrants like Armand Ham- . 





To cool the Caucasus 


Russia’s bombing of Chechnya gives the entire region the jitters 


LL the signs are that the Russian government thinks it is 
going to swat its pesky Chechen rebels and reassert itself 
over the country’s turbulent southern rim by force. It is un- 
likely to succeed. The government's military campaign has so 
far been a bit less crass, though hardly less brutal, than it was 
in 1994-96, when perhaps 80,000 people were killed, Chech- 
nya won de facto independence and Russia was humiliated. 
But the Chechens are no less tough now than they were then. 
Today, moreover, the entire Caucasus, not just Chechnya, is a 
dangerous mess, and Russia is making it worse. In the last 
Chechen war, the rest of the world stood aside, vaguely mut- 
tering that it was an internal Russian affair. This time, with 
several neighbouring countries threatened by the convul- 
sions, outsiders have every reason to use their influence to 
promote a settlement. 

Fortuitously, a good moment for trying to do that is at 
hand. The Organisation for Security and Co-operation in Eu- 
rope (OSCE) is soon to hold its first grand summit for three 
years. Among the club’s members are the United States, Rus- 
sia, Turkey, three ex-Soviet republics in the Caucasus (Geor- 
gia, Azerbaijan and Armenia) and all the other countries of 
Europe. The osce has come up in the world, mainly as an or- 
ganisation that can discuss human rights and other delicate 
issues, It also happens to be Russia’s favourite forum. Its gath- 
ering in Istanbul in three weeks’ time provides the ideal op- 
portunity to seek a general settlement in the Caucasus. 

Halting the bloodshed in Chechnya is the most urgent 
task. The way to start would be for Russia, which now de- 
clares itself to be in a position of strength, to offer a ceasefire. 
It could then negotiate with Aslan Maskhadov, Chechnya’s 
elected leader, and grant Chechnya at least the wide measure 
of autonomy promised three years ago. That would provide 
the best hope of winning the Chechens’ co-operation in the 
© battle against Islamic terrorism in Russia’s cities, which is sup- 
posedly a large part of the reason for the Russian campaign. 


Killing Glass-Steagall 


Not before time, America’s Congress has decided to repeal this bad law. 
A pity it has not updated the country’s financial supervision 


URPRISING nearly everyone, including itself, Congress has 

done something right. House and Senate have agreed to 
dismantle a law that was badly conceived and kept alive out 
of sheer prejudice. Passed in 1933, that law—the Glass-Steagall 
act (named after the two men who pushed it through)— 
prohibited banks, investment banks and insurance compa- 
nies from entering one another's business. 

Such a draconian restriction, you might think, must have 
had the soundest of motives. Indeed it did. In the four years 
following the Wall Street Crash in 1929, some 11,000 of Ameri- 
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The Russians will insist that this war in Chechnya, like the 
last one, is an internal matter. But the international aspects 
cannot be brushed off. At least 180,000 Chechens are said to 
have fled their homes; many have gone west to Ingushetia, a 
neighbouring republic within Russia; some have gone south 
to Georgia. Disgracefully, the Russians are blocking the exo- 
dus of more, and are being less than helpful to charities such 
as the International Committee of the Red Cross. 


The newly worried near abroad 


Russian meddling is feared well beyond its borders, especially 
in countries sympathetic to Chechnya. So Georgia, which has 
a general-election on October 31st, suspects it is once more in 
Russia’s baleful sights. Azerbaijan, which wants the lion’s 
share of the Caspian oil that Russia covets, is equally nervous; 
its foreign minister was fired this week. Armenia, Russia’s old- 
est ally in the area, is convulsed in political turmoil after its 
prime minister’s assassination on Wednesday. The Turks— 
blood-brothers of the Azeris and therefore, in Russian eyes, a 
leading strategic foe—are watching warily. 

But not all the signs are bad. The Russians may now be 
ready to accept that most of the newly discovered oil being 
pumped from Baku, the Azeris’ Caspian-shore capital, will go 
via a pipeline through Turkey to the Mediterranean—and not, 
as they would prefer, across their own land to the Black Sea. 
Russia might even help fix a deal between Azerbaijan and Ar- 
menia over the disputed territory of Nagorno-Karabakh. 

Yet a settlement of the big arguments in the area should 
not mean letting Russia trample roughshod over the small 
peoples, Chechens included, as the price for accepting its loss 
of influence in the southern half of the Caucasus. The whole 
region is combustible. One bit affects another. The sum- 
miteers in Istanbul should insist that making peace in Chech- 
nya is just one part, albeit the most urgent, of the business of 
bringing stability to the entire Caucasus. 





ca’s banks, a third of the total, collapsed. Everyone concluded 
that they must have been speculating on the stockmarket, 
and politicians made sure that banks would never be allowed 
to do so again. Actually, these fears had no basis in fact. Banks 
had not, as it turns out, poured depositors’ money into the 
stockmarket. Nor was there any evidence for a second worry: 
that banks had foisted on a naive public shares in dodgy 
companies which owed them money. 

If the premise was bad, it should come as no surprise that 
the effects have been dreadful. Fragmentation has meant fra- 
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- gility, America’s financial institutions, especially its banks, 
have gone bust in droves whenever the economy (or anyone 
else’s) took a turn for the worse. Think, for example, of the 
Texan banks that went bust after the oil-price collapse in 1986; 
of the New England ones, felled by the bust in that state’s 
property market; or of how many of America’s finest came 
perilously close to the edge in the Latin American debt crisis. 

Recent deregulation seems to have given America a 
sounder banking system. In 1994, laws that stopped banks 
opening branches in other states were scrapped. Regulators 
have nibbled away at Glass-Steagall, by allowing banks to 
conduct some securities business. Such changes (and a boom- 
ing economy and stockmarket) have helped banks grow big- 
ger and more profitable than ever. As Japanese banks have 
shown, size is not a protection in itself—but diversification 
into different businesses and parts of the economy should be. 


Through a glass darkly 


Cynics suggest that Congress is only doing away with Glass- 
Steagall now because it has already been well and truly by- 
passed. Citigroup, which was formed by a merger last year of 
Citibank and Travelers, an insurance-and-stockbroking firm, 
already does just about every sort of financial business. But 
scrapping Glass-Steagall will have an effect. Were it not re- 
pealed, Citigroup would have had to shed its insurance- 
underwriting business. More generally, the way in which fi- 
nancial-services firms have had to structure their entry into 
other financial businesses has made such forays cumbersome 
and costly—for them and their customers. Legislators claim 
(with dubious exactness) that the repeal of Glass-Steagall will 
save consumers of financial services some $15 billion a year. 

Some worry that a more concentrated financial system 
could work in the other direction; that, although some safe- 
guards have been put in place, private information about 
consumers will be too available to all parts of the new finan- 
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Unchanging Italy 


Another government? Many Italians won’t mind so long as it’s 


not too keen on reform 


HE Italian government fell this week. Or maybe it didn’t. 
It doesn’t make much difference. If this one is number 57 
(since the second world war), it will look much like number 
56: Italy’s varieties are less varied than Heinz’s. The new gov- 
emment will still be described as centre-left, and the prime 
minister will still be Massimo D’Alema. And anyway Mr 
D'Alema did not get the job because Italians voted him into it 
at an election; he got it because of some disputation that cost 
the previous coalition, led by Romano Prodi, its majority. So 
who cares if the parties have come to a new arrangement? 
Not Italians, it seems. It is true that they had some upheav- 
als a few years ago, and there was even talk of a second re- 
public. Astonishing tales of corruption were told. Some magis- 
trates carried out bold investigations, and several political 
careers were ruined. The entire system was said to be rotten. 
The blame was placed upon voting arrangements that en- 
couraged lots of political parties, which (so long as they were 
neither fascist nor communist) ruled in perpetual coalition, 
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cial-services groups; and that financial giants will have scant 
interest in lending to the poor. In short, many fret that getting 
rid of Glass-Steagall, though good for financial firms, will be 
less good for those that use them. 

Some of these concerns—about privacy, for example—are 
legitimate. But the price of financial services will surely not 
rise: new technology, especially online financial services, is 
too powerful a force in the opposite direction. There is a big- 
ger worry, though. Why, if politicians are at last to do some-. 
thing about the Depression-era rules that govern financial 
firms, have they not tried to update America’s supervisory 
structure at the same time? 

It is hopelessly fragmented and costly. Banks are regulated 
by two Federal bodies, the Federal Reserve and the Office of 
the Comptroller of the Currency. Tellingly, the two argued for 
months about who should have primary responsibility for 
regulating banks. That they have found a way to divide it is 
hardly encouraging: the result will be confusion and mistakes. 
Insurance companies have no federal regulator. The securities 
industry is regulated by the Securities and Exchange Com- 
mission and the Commodities and Futures Trading Commis- 
sion. For a firm such as Citigroup, with its fingers in every pie, 
that is an awful lot of regulators. 

All this is especially troubling, because financial firms will 
be keen to get into businesses from which they were previ- 
ously excluded—and quickly, because an accounting trick 
known as pooling of interest, which flatters the profits of the 
merged entity, will be scrapped at the end of next year. Big fi- 
nancial firms are already difficult to manage: Citigroup this 
week announced that it was hiring Robert Rubin, the former 
treasury secretary, bringing its roll-call of chairmen to three. 
Firms that marry in haste, choosing partners from different 
regions of the financial world, may repent at leisure in harder 
times. History is liberally dotted with crises caused by liberal- 
ising finance without improving supervision. 





often changing leaders but always sharing out perks and pa- 
tronage and, as time went by, increasingly winking at cor- 
ruption. Occasionally, a prime minister would try to get 
something done, but the constitution gave him limited au- ° 
thority. Parliament was also pretty unworkable. The country 
had a huge state sector, the biggest in the West. It was highly 
politicised, as was almost every aspect of public life, includ- 
ing, it was said, the judiciary. So was the Mafia. 


Did somebody say pronto? 


Italians at large were far from ignorant of all this. But they 
were deeply cynical and, it should be said, they were also 
willing participants. Though there was seldom a direct con- 
nection between the way they voted and the governments 
that then ruled them, they turned out at elections like no oth- 
er democratic people. They accepted the spoils system when 
it suited them and rejected every aspect of the state’s author- 
ity when it did not. Occasionally, they became fed up and re- 
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sorted to a referendum to change the things they really mind- 
ed about, such as abortion or divorce. 

In April, they had a chance to get to the heart of the mat- 
ter, the voting system. They had had one go at it already, but 

-still 25% of the seats in the Chamber of Deputies were filled 
by proportional representation, and this meant that there 
were more than 40 parties in parliament. Of those who both- 
ered to vote in April, 91% wanted reform, but the turnout was 
a shade under 50%, too low for the change to take effect. 

The upshot is that, seven years after the cleansing of the 
Augean stables supposedly started, Italy looks remarkably 
unchanged. Not totally unchanged: it has a left-of-centre gov- 
ernment, run by an ex-communist; and the main opposition 
party is Forza Italia, which is organised like a football sup- 
porters’ club and led by a tycoon, Silvio Berlusconi. All this 
would have been unthinkable in days gone by. But in other 
ways the political landscape is horribly familiar. 

Small parties are still hugely influential. They were the un- 
doing of both Mr Berlusconi's and Mr Prodi’s governments. 
They are now at Mr D’Alema’s throat, having already pre- 
vented him from making the structural reforms needed to put 
Italy’s economy in order. They coalesce and divide like amoe- 
bas, usually in response to the ambitions of individual politi- 
cians, not any expressions of desire by the electorate. 

Constitutional reform is dead for the time being. Parlia- 
ment, paralysed for the usual small-minded reasons, gave up 


~ on it last year. Electoral reform is likewise dead. The judiciary 









is still vilified, both because Mr Berlusconi has been convic- 
ted of various crimes (evidence, it is said, of judicial bias) and 
because Giulio Andreotti, a veteran politician of the old order, 
has been acquitted of colluding with the Mafia (further al- 
leged evidence of bias). Meanwhile, the war against the Mafia 
has suffered a major blow: Mr Andreotti’s acquittal (see page 
62) has probably put paid to the use of pentiti, supergrasses, 
to gain convictions. The fight against corruption is also out of 
puff: it was made clear this week that self-exiled Bettino 
Craxi, a former prime minister hitherto wanted on several 
charges, would face none if he came home. As for Mr D'Ale- 
ma, unless the economy picks up fast, his government—no 
matter what number—is unlikely to last until April 2001, by 
which time an election must be held. On present form, the 
voters will probably plump for Mr Berlusconi, never mind his 
criminal record. 

Those who hope for political reform may as well give up 
on Rome, at least for a while. They must look instead to Italy’s 
neighbours, and to its cities and regions. Having qualified, 
just, for membership of the euro, Italy is now under intense 
pressure from the £u to get its act together. Meanwhile, 
changes are already taking place at local level, where directly 
elected mayors are now in power, to be followed next year by 
directly elected presidents of the regions. Many Italians will 
be pleased. But not all: plenty seem to like it just the way it is. 
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Give growth a chance 


Europe’s central bank need be in no hurry to raise interest rates 


HIS newspaper often stands accused of being written by 

inflation zealots who see ghosts (for inflation is déad, you 
understand) around every corner and who never met a rise in 
interest rates they didn’t like. Certainly, we have long urged 
central banks to act pre-emptively—to raise interest rates soon 
enough to stop economies from overheating. Many want the 
European Central Bank (ecs) to raise rates after its policy- 
making meeting on November 4th. You might expect us to be 
among them, and perhaps to call for more than the expected 
quarter-point rise: Not this time. Our advice is to leave rates as 
they are. 

The argument for why the ecs needs to increase interest 
rates goes as follows. Interest rates were cut by half a point in 
April, because of concerns about deflation. Those concerns 
have since disappeared and so that cut needs to be reversed, 
especially since the current rate of 2.5% is historically low. In- 
flation in the euro area has already increased to 1.2% from 0.8% 
at the beginning of this year, and is likely to edge higher over 
the next few months, largely thanks to higher oil prices. Also, 
after stalling early this year, the euro economy has revived. 
The Economist poll of forecasters now expects GDP to grow 
by 2% this year and 2.9% next year. Add in the unexpectedly 
fast rise in the m3 measure of money, 6.1% in the year to Sep- 
tember, which is above the ecs’s 4.5% “reference value”, and 
you would seem to have an open-and-shut case for a rise in 
interest rates next week. 

This is wrong. Core inflation (excluding energy prices) in 


18 

















the euro area is still only 0.9%. On its own that does not defeat 
the case for a rise, because a change in interest rates affects the 
economy only after a lag. Hence, monetary policy needs to be 
forward-looking, focusing on future inflation. However, most 
private-sector forecasters expect inflation to remain low, at 
less than 2% over the next two years. The eces does not have a 
formal inflation target like the Bank of England, say, but it 
does have a medium-term goal of less than 2%. Because future 
inflation does not yet threaten to exceed this goal, the ecs has 
no need to raise interest rates. 


Mind the gap 

The reason why inflation is expected to remain low despite 
brisker growth is that the euro zone has considerable econ- 
omic slack. The exact size of this “output gap” is hard to mea- 
sure, but estimates suggest that it has widened to around 2% 
of cpr this year. Without the cut in interest rates in late April, 
the output gap would have widened by even more; core infla- 
tion might have fallen to less than zero, which is dangerous. 
As long as a big output gap remains, downward pressure on 
inflation will persist even if growth perks up. 

The EcB seems to underestimate the extent to which it can 
safely hold interest rates low in the short run to support out- 
put. When the economy is operating below potential there is 
little risk of inflation. Euro interest rates are indeed low com- 
pared with those in America (5.25%), but America’s economy 
is operating far above its maximum potential—indeed it is 
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overheating. As the gap narrows, euro interest rates will also 
need to rise, but not yet. 

The Ecp’s strict monetarists probably disagree, arguing 
that the faster rate of money-supply growth signals higher in- 
flation ahead. However, money is a fickle guide, and probably 
even more so than usual in Europe, where the introduction of 
a single currency may well have distorted the figures. By itself, 
money is a flimsy justification for a rise in interest rates when 
other indicators point in different directions. 

“The ec is nonetheless wise to keep a close eye on money- 
supply growth, in contrast to America’s Federal Reserve, 
which has ignored a surge in liquidity. Last year, America’s 
broad money supply grew at its fastest in real terms for a 








quarter-century. This, a surge in equity prices and a sharp 
drop in saving are signs of a bubble. Shares have risen sharply 
in Europe, too, but they look less overvalued and there are 
fewer other signs of financial excess. 

It is understandable that a new central bank is eager to es- 
tablish its anti-inflation credentials. The ecs would also be 
right to be more pre-emptive than the Fed, but acting too early 
can be just as bad as acting too late. Perhaps, come to think of 
it, the ECB should raise rates next week, after all—to shame the 
Fed, which has been too slow to tighten policy. By acting first, 
the ecg would make life more uncomfortable for Alan Green- 
span. But that is an irresponsible suggestion. We withdraw it, 
we never said it. Give growth a chance. 
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Hotting up 


Climate change is a long-term problem. Politics should not prevent a 
promising UN treaty from becoming a long-term solution 


XPECT plenty of hot air next week in Bonn. Hundreds of 

economists, scientists, journalists and politicians are de- 
scending on the city for a United Nations climate-change con- 
ference that starts on November 2nd. The world’s rich coun- 
tries agreed to curb emissions of greenhouse gases at a 
previous gathering in Kyoto, in Japan, in 1997. This meeting is 
meant to work out the details of that path-breaking accord. 

Yet the United States and the European Union have been 
drifting away from the hard-won consensus built in Kyoto. 
There are reasonable grouses on both sides, but governments 
are also pandering to ill-informed opinion at home. This has 
raised the prospect that the treaty might fall apart or, just as 
bad, have the flexibility stripped out of it. 

Negotiators’ attempts to settle the dozens of niggling de- 
tails will achieve little unless two issues of principle are sorted 
out first. One concerns developing countries, which under the 
current accord have no obligations to reduce their emissions. 
Though America agreed to make binding cuts at Kyoto, it now 
insists on “meaningful participation from key developing 
countries”. If any climate-change treaty is to work, it needs 
co-operation from all big polluters. That includes America— 
and, America insists, developing countries, which will within 
a few decades become the world’s biggest polluters. Yet most 
of the greenhouse gases in the atmosphere today were put 
there by rich countries. Poor countries argue that the polluters 
should therefore be first to cut their emissions. 

A compromise is required. Developing countries have a 
good case, but what counts is not just who put greenhouse 
gases in the atmosphere but also who is adding to them. From 
the start developing countries should accept the idea that, if 
the rich countries can make the Kyoto agreement work, they 
will eventually have to do their bit. Even before that day, 
countries such as China and India could voluntarily take 
steps (such as ending coal subsidies) that would benefit ev- 
eryone, boosting their economies and their citizens’ health, 
and also helping win over a hostile American Senate. 

The other transatlantic tussle is over the emissions targets 
set for Russia and Ukraine. These are too large, because they 
are based on the assumption of a strong economic recovery. 
As a result, there will be some international emissions-trading 
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in “hot air”: that is, Russia will be paid not to emit gas that it 
could never plausibly have emitted anyway. 

The eu fears that this will reward bogus cuts. Many Euro- 
peans believe that market mechanisms are simply a way for 
countries to break their Kyoto promises without making “gen- 
uine” cuts at home; in effect, they believe that emissions- 
trading is bad in itself. The ev’s latest idea is to oblige coun- 
tries to make more than half of the cuts promised under the 
Kyoto deal through domestic action, rather than trading their 
quotas; they want even stricter limits on how much of their 
quotas countries can sell. The Europeans want to strike out of 
the agreement the idea that trading should be unfettered. 


True green 


Such opposition is a graver threat to the agreement than 
America’s attitude towards poor countries. For a start, it is un- 
necessary: even if Russia’s economy doesn’t rebound, future 
rounds of negotiations can adjust the country’s allowances. It 
is wrong-headed too. Gradual cuts in emissions driven by tar- 
gets but reached through market-based initiatives are the best 
way to cut the cost of limiting climate change. One reason is 
that it will encourage new science, and better technologies, to 
emerge. Another is that the cuts can be made where it costs 
least, whether that is Montana or Mozambique. 

The proof that the market can work comes from the mar- 
ket itself. Big business has long been wary of calls for action 
on climate change; yet, in recent months, leading firms in Eu- 
rope and America have begun to develop schemes to cut or 
trade emissions (see page 75). This momentum needs to be 
maintained. Firms rushing to cut greenhouse gases are doing 
so mostly because they believe governments will indeed act; 
if the treaty stalls, investment could stall too. 

If next week’s gathering can reach a compromise, it could 
breathe life into Kyoto’s market mechanisms. That, in turn, 
could provide a flexible long-term framework and a spring- 
board for sensible local steps such as liberalising energy mar- 
kets, carbon taxes and ending fossil-fuel subsidies. But if the 
meeting turns rancorous, it could turn an imperfect but useful 
treaty into a bad, insupportably expensive one. 
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PALO ALTO, CALIFORNIA AND AUSTIN, TEXAS 


The rise of America’s high-tech industry is not just a windfall for presidential 
hopefuls. It could also be a godsend for the liberal political tradition 


NTIL recently, computer geeks hardly 

noticed politics. Washington was “the 
ultimate big company”. Policy wonks and 
political theorists—let alone the poor saps 
sitting in Congress—‘just didn’t get it”. And 
the policy establishment, doers and thinkers 
alike, was only too happy to return the com- 
pliment. In the last presidential election 
campaign, references to a high-tech future 
were vague and perfunctory, and Silicon Val- 
ley or Seattle were not particular ports of call. 
Washington, pc and the geeks existed in dif- 
ferent worlds. 

How things have changed. According to 
the Centre for Responsive Politics, a Wash- 
ington watchdog group, by the end of June 
this year contributions from the 
computer industry were already 
three times those given to Bill Clin- 
ton and Bob Dole combined dur- 
ing the 1996 campaign. Of the 
$843,000 in direct industry contri- 
butions, over one-third went to 
George W. Bush, the Republican 
front-runner, with the two Demo- 
crats—Vice-President Al Gore and 
Bill Bradley—both netting about 
half of the Texas governor's total. 
These figures tell only part of the 
story, however. They do not in- 
clude contributions from telecom- 
munications and biotech compa- 
nies, nor the millions of dollars the 
candidates have received in fund- 
raisers organised by computer ex- 
ecutives and venture capitalists: 
entrepreneurs who helped fuel 
the high-tech boom, and are now 
helping pave the way to the White 
House. 

Mr Bush has courted the com- 
puter chiefs of Texas since before 
he became governor, in 1995. 
Heading the committee of com- 
puter luminaries advising him is 
Michael Dell, the godfather of 
Austin’s high-tech revolution, 
who is actively recruiting other 
computer executives into the Bush 
camp. Among the other members 
of the committee are James Barks- 
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dale, founder of Netscape, and John Cham- 
bers, president and ceo of Cisco Systems. 
But if Mr Bush has Texas sewn up, other can- 
didates have been prospecting elsewhere. In 
Colorado, which now has the second-high- 
est concentration of high-tech jobs in the 
country, the state’s prosperous telecom in- 
dustry has been donating generously to both 
Senator John McCain and Mr Gore. Trips to 
the Pacific north-west have been especially 
lucrative for Mr Bradley and Mr McCain, 
with Microsoft giving both candidates their 
largest computer-industry donations to 
date. Nor are the contributions only for the 
men at the top: the computer industry gave 
$8m to congressional campaigns in 1998, 





more than twice what it gave in 1994. 

This money is all the sweeter for coming 
with few strings attached. The computer in- 
dustry has yet to develop a coherent lobby- 
ing strategy, in which campaign donations 
are implicitly exchanged for influence over 
the political process. This is partly because 
the “computer industry” is really just a col- 
lection of assorted (and often competing) in- 
terests. As one industry analyst puts it, “Just 
as there isno‘Asia’ to Asians, there is no‘tech- 
nology community’ to technology compa- 
nies.” The interests of hardware companies 
are not necessarily those of software or e- 
commerce companies, and therefore a fo- 
cused, industry-wide lobbying effort has 
been difficult to co-ordinate. 

Slowly, this is changing, as high-tech ex- 
ecutives finally learn the rules of political 
gamesmanship. Eric Benhamou, boss of 
3Com, dates the politicisation of Silicon Val- 
ley to 1996, when California’s trial lawyers 
sponsored a ballot measure that would have 
exposed high-tech companies toa barrage of 
litigation, Since then the Valley has woken 
up to the fact that it helps to have friends in 
Washington. The government has the power 
to turn off one of the Valley’s most 
important resources: the supply of 
foreign brains. The Microsoft anti- 
trust case may even prove that it 
has the power to restructure the 
entire computer industry. In short, 
the twosides simply have to talk to 
each other. 

The Technology Network 
(TechNet), a political action group 
founded two years ago in Silicon 
Valley, has just set up a second of- 
fice in Austin, and plans to open 
more chapters in the future—an 
attempt toinfluence policy at both 
state and local level. Companies in 
Washington, pc—home of Ameri- 
ca Online, America’s biggest In- 
ternet service provider, and a city 
where the computer industry has 
just taken over from government 
as the biggest local employer— 
have also started their own lobby- 
ing group, CapNet. 

According to Steve Papermas- 
ter, an Austin entrepreneur who 
heads TechNet Texas, there is a 
greater sense of urgency within 
the technology industry to have 
more of a say in politics. Like it or 
not, high-tech businesses have to 
work in a world of taxes, regula- 
tion, lawsuits and legislation; they 
need politicians just as much as 
politicians need them. If not more: 
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for political contributions from the high- 
tech hives are still well below those that 
come in from such old-fashioned sectors as 
banking or even agriculture. There is a lot of 
catching-up todo. 


The geeks and the parties 


The Republican and Democratic candidates 
who are now trawling the high-tech indus- 
try, hands out, hope that this new political 
awareness has a partisan tinge. Republicans 
seem to have more grounds for optimism. 
After years when it looked as if computers 
favoured big organisations over small ones, 
and companies such as 18M appeared to be 
breeding grounds for conformism, the high- 
tech industry is arguably putting 
technology back on the side of in- 
dividual liberty. 

The average computer geek is 
convinced that the rise of clever 
machines and interlinked net- 
works is inexorably shifting power 
from organisations to individuals, 
decentralising authority and ac- 
celerating innovation. Not only big 
companies and big unions, but 
alsobig government, seem to beon 
the point of disappearing. The sort 
of world the geeks are now conjur- 
ing upis a throwback to that of the 
Founding Fathers, so admired by 
Republican revolutionaries of the 
Gingrich mould, where (morally 
upright) yeomen farmers pursued 
happiness quite undisturbed by 
government. 

Yet Democrats, too, think they 
have natural friends in the high- 
tech industry. There is a growing 
feeling in some quarters that—as 
in the case against Microsoft—government is 
notalways a force for evil. Indeed, the public 
sector may hold the key to solving the social 
problems that now plague the high-tech in- 
dustry: the shortage of educated labour, the 
over-strained transport system and the rap- 
idly growing gap between rich and poor. 

Some computer bosses are already ap- 
pealing to politicians to get their act together. 
Andy Grove, the head of Intel, has told con- 
gressmen that the Internet is about to wipe 
out entire sections of the economy—and has 
warned them that, unless politicians start 
moving at “Internet rather than Washington 
speed”, America may see a repeat of the so- 
cial disaster that followed the mechanisa- 
tion of agriculture. The high-tech industry is 
beginning to realise that it is doing nothing 
less than “defining the economic structure of 
the world,” says Eric Schmidt, the boss of 
Novell. And with that realisation comes, for 
some atleast, a heavy sense of responsibility. 

So which party will gain from the com- 
puter industry’s belated entry into politics? 
It is hard to say. Mr Schmidt points out that 
most computer folk are seriously disillu- 
sioned with the established parties: with the 
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Democrats because they are too soft on vest- 
ed interests, with the Republicans because 
of their “Neanderthal” social views. They 
think politics is not about ideology, but 
about fixing things, a tidy-minded approach 
that comes easily to scientists and engi- 
neers—and which carries echoes of the earli- 
er, not-so-crazy Ross Perot. 

It is often claimed that “libertarian” and 
“progressive” groupings are emerging in the 
computer industry. Yet these sound not dis- 
similar from the sort of shifts that are occur- 
ring anyway inside the Republican and 
Democratic Parties. Libertarians are repre- 
sented by men like T.J. Rodgers, the boss of 
Cypress Semiconductor, and Scott McNealy, 





the head of Sun Microsystems, who argue 
that government is being rendered largely ir- 
relevant by the power and speed of comput- 
ers, and that the best way to deal with pro- 
blems such as the “digital divide” may well 
be to extend the market, not invent new gov- 
ernment programmes. This is “compassion- 
ate conservatism”—perhaps operating even 
through beneficent computer companies 
themselves, offering training and educa- 
tion—of the sort that George W. Bush might 
recognise. 

The progressives, who originally ap- 
peared under Bill Packard at Hewlett-Pack- 
ard in the 1990s, have now fanned out to a 
growing number of institutions, from Joint 
Venture-Silicon Valley, a think-tank dedicat- 
ed to tackling local problems, to TechNet, 
which now consists of no fewer than 140 
high-tech bosses. They argue that there is still 
an important place for the government in a 
computer-driven economy—albeit a much 
smaller and more intelligent government 
than the one that currently resides in Wash- 
ington.They love to point out that govern- 
ment funded the research that gave birth to 
the Internet, and one of their key complaints 


is that the federal govemment’s R&D spend- 
ing over the past 30 years has declined dra- 
matically. Doesn’t that sound just a bit like 
Al Gore? 


Brave new politics 

It is tempting to conclude that the high-tech 
industry, flush with its new success, is claim- 
ing an impact on politics that goes far be- 
yond the facts. Yet politics is a theoretical dis- 
cipline, as well as a practical one; and here 
the collusion with high-tech is leading in fas- 
cinating directions. Computer-folk are be- 
ginning to look outside cyber-land for the 
answers to their questions about the future 
of society and government. At the same time, 
the intellectual and policy estab- 
lishments are increasingly looking 
to the Valley, and other high-tech 
corners, for clues as to the shape of 
things tocome. 

The latest think-tank in Wash- 
ington, pc, the New America 
Foundation, is largely funded by 
Silicon Valley money and is devot- 
ed to exploring the sort of political 
topics that will be at the heart of 
the digital age: digital democracy, 
the future of privacy and the digi- 
tal divide. New America is in one 
of the few funky bits of Washing- 
ton, Dupont Circle. It has scooped 
up a good proportion of the 
brightest American thinkers un- 
der 40 in its fellowship pro- 
gramme, including Michael Lind, 
Jonathan Chait and Gregory Ro- 
driguez, and it is making sure that 
these bright young things interact 
with the cyber-elite at regular re- 
treats and discussions. 

So far, the person who has straddled the 
worlds of social theory and Silicon Valley 
most successfully is Manuel Castells, a so- 
ciologist at the University of California. Mr 
Castells enjoys a growing reputation as the 
first significant philosopher of cyber- 
space—a big thinker in the European tradi- 
tion who nevertheless knows the difference 
between a gigabit and a gigabyte. His im- 
mense three-volume study, “The Informa- 
tion Age” (Blackwell), echoes Max Weber in 
its ambition and less happily in its style (the 
“spirit of informationalism”, for example). 
He writes about the way in which global net- 
works of computers and people are reducing 
the power of nation states, destabilising 
elites, transforming work and leisure and 
changing how people identify themselves. 

Mr Castells ruminates obscurely about 
“the culture of real virtuality”, “the space of 
flows” and “timeless time”. He also casti- 
gates the cyber-elite for sealing themselves 
off in information cocoons and leaving the 
poor behind. But this former Marxist and 
student activist cannot restrain his enthusi- 
asm for the way that ır is diffusing 1960s lib- 
ertarianism “through the material culture of 
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our societies”. The result is that his sprawling 
book is now an important fashion accessory 
in Palo Alto cafés. 

Will the views it enshrines be more than 
a passing trend? Very probably. The last time 
America underwent a fundamental econ- 
omic change, a fundamental political re- 
alignment rapidly followed: the transition 
from an agrarian to an industrial society in 
the mid-19th century soon gave rise to mass 
political parties with their city bosses and 
umbilical ties to labour and capital. The cyb- 
er-elite not only suspects that changes of a 
similar magnitude are inevitable. It hopes to 
be able to help shape the new politics. 

Today’s sharpest intellectuals are fasci- 
nated by Silicon Valley for the same reason 
that thinkers early in this century were in- 
trigued by Henry Ford: the smell of huge 
amounts of money made in new ways. But 
the Valley has more interest for them than 
Motown ever had, because it deals in the 
very stuff of intellectual life, information: 
and because this, more than any other place, 
isa laboratory of the future. 

Individualism has been losing out as a 
practical doctrine for the past century be- 
cause the invention of mass production en- 
couraged the creation of big business, big la- 
bour and, triangulated between the two, big 
government. This has been the age not of Jef- 
ferson’s yeoman farmer, but of William 
Whyte’s Organisation Man. Now, however, 
computers are shifting the balance of power 
from collective entities such as “society” or 
“the general good” and handing it back to 
those whom governments once conde- 
scendingly referred to as their “subjects”. 

This cult of individual effort, completely 
detached from the old hierarchical or social 
structures, can be found everywhere in Sili- 
con Valley. The place is full of bright immi- 
grants willing to sacrifice their ancestral ties 
for a seat at the table; almost 30% of the 4,000 
companies started between 1900-96, for ex- 
ample, were founded by Chinese or Indians. 
The Valley takes the idea of individual merit 
extremely seriously. People are judged on 
their brainpower, rather than their sex or se- 
niority; many of the new Internet firms are 
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headed by people in their mid-2os. 

The Valley's 6,000 firms exist in a ruth- 
lessly entrepreneurial environment. It is the 
world’s best example of what Joseph 
Schumpeter called “creative destruction”: 
old companies die and new ones emerge, al- 
lowing capital, ideas and people to be reallo- 
cated. The companies are mostly small and 
nimble, and the workers are as different as 
you can get from old-fashioned company 
men. As the saying goes in the Valley, when 
you want to change your job, you simply 
point your car intoa different driveway. 


The disappearing state 
This twofold Siliconisation—the spread of 
both the Valley's products and its way of do- 


ing business—is beginning to challenge the ` 


rules of political life in several fundamental 
ways. And it is doing so, of course, not merely 
in America but the world over—though 
America is both farther ahead, and repre- 
sents more fertile ground. 

First, the cyber-revolution is challenging 
the expansionary tendencies of the state. 
Over the past century the state has grown re- 
lentlessly, often with the enthusiastic sup- 
port of big business. But corporatism has no 
future in the new world of creative destruc- 
tion, (It is a safe bet that imitation Silicon Val- 
leys that have been planned by politicians 
are going to hit the buffers.) 

The spread of computer networks is also 
moving commerce from the physical world 
to an ethereal plane that is hard for the state 
to tax and regulate. The United States Trea- 
sury, for example, is currently agonising over 
the fact that e-commerce doesn’t seem to oc- 
cur in any physical location, but instead 
takes place in the nebulous world of “cyber- 
space”. The Internet also makes it easier to 
move businesses out of high-taxation zones 
and into low ones. 

One of the state’s main claims to power 
is that it “knows better what is good for peo- 
ple than the people know themselves”. But 
the Siliconisation of the world has up-ended 
this, putting both information and power 
into the hands of individuals. Innovation is 
now so fast and furious that big organisa- 





tions increasingly look like dinosaurs, while 
wired individuals race past them. And deci- 
sion-making is dispersed around global net- 
works that fall beyond the control of partic- 
ular national governments. 

The web is also challenging traditional 
ideas about communities. Americans are ac- 
customed to thinking that there is an un- 
comfortable trade-off between individual 
freedom and community ties: in the same 
breath that he praises America’s faith in indi- 
vidualism, Tocqueville warns that there is a 
danger each man may be “shut upin the soli- 
tude of his own heart”. Yet the Internet is ar- 
guably helping millions of spontaneous 
communities to bloom: communities de- 
fined by common interests rather than the 
accident of physical proximity. 

Information technology may be giving 
birth, too, to an economy that is close to the 
theoretical models of capitalism imagined 
by Adam Smith and his admirers. Those 
models assumed that the world was made 
up of rational individuals who were able to 
pursue their economic interests in the light 
of perfect information and relatively free 
from government and geographical obsta- 
cles. Geography is becoming less of a con- 
straint; governments are becoming less in- 
terventionist; and information is more easily 
and rapidly available. 

So far—Mr Castells apart— Silicon Valley 
has not produced a social thinker of any real 
stature. Technologists tend not to be philoso- 
phers. But at the very least, computerisation 
is helping to push political debate in the right 
direction: linking market freedoms with 
wider personal freedoms and suggesting 
that the only way that government can con- 
tinue to be useful is by radically streamlining 
itself for a more decentralised age. 

Itis a little early to expect that this sort of 
thinking will colour next year’s campaigns; 
the new alliances between politicians and 
the cyber-elite have mostly sprung up for the 
most ancient and pragmatic of reasons. But it 
may only be a matter of time before America 
sees, on the back of the computer age, a great 
new flowering of liberal politics. 

—— a 
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More war 


Russian troops advanced to 
the outskirts of rebel Chech- 
nya’s capital, Grozny. The 
Russian general in command 
put a bounty of $ım on the 
head of Shamil Basaev, one of 
the Chechen rebel leaders. 
Some 180,000 Chechen civil- 
ians have fled their homes. 


In Armenia, gunmen burst 
into parliament and shot dead 
the prime minister, Vazgen 
Sarkisian, and several other 
senior politicians. 


Switzerland's hard-right 
People’s Party, which is hostile 
to immigration and against 
joining the European Union, 
won most votes (but not most 
seats) in a general election. 





Relations between Britain 
and France soured as the 
French government refused to 
lift a ban on imports of British 
beef. British supermarkets re- 
sponded with bans on French 
food after news that some 
farmers in France feed sewage 
to their animals. 


In Germany the Greens, mem- 
bers of the ruling coalition, 
protested against a cabinet de- 
cision to send a prototype 
tank to Turkey, as a possible 
prelude to selling 1,000 more. 





Ilir Meta was appointed to 
succeed Pandeli Majko, a fel- 
low Socialist, as Albania’s 
prime minister. 


Lithuania’s prime minister, 
Rolandas Paksas, stepped 
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down after a row with his 
cabinet over privatisation. 


Face off 


In New Hampshire, the two 
rivals for America’s Demo- 
cratic presidential nomination, 
Al Gore and Bill Bradley, 
debated with each other for 
the first time. Both were mind- 
numbingly civil. Latest opin- 
ion polls in the state, which 
will see the first primary elec- 
tion next year, showed Mr 
Bradley taking an 8% lead 
among likely Democratic 
voters. 


Pat Buchanan, a conservative 
maverick, left the Republican 
Party to seek the presidential 
nomination of Ross Perot’s 
Reform Party. Donald 
Trump, a New York billionaire, 
also joined. 


George Ryan of Illinois, a 
Republican, became the first 
sitting American governor for 
40 years to visit Cuba. He 
and Fidel Castro spent seven 
hours talking. 


Nearly a fifth of adult Ameri- 
cans are now obese, according 
to a study by the Centres for 
Disease Control and Preven- 
tion. It reaffirmed that one in 
two adults are overweight. 


„h Ss 


Fernando de la Rua won 
Argentina’s presidential elec- 
tion, ending ten years of Pe- 
ronist rule. But his centre-left 
Alliance failed to secure an 

absolute majority of seats in 
the lower house of Congress. 


At least 5m Colombians, 
and possibly twice as many, 
demonstrated in different 


—— 











towns to demand an end to 
kidnapping, atrocities and 
war. On the same day, the 
first full-scale negotiations 
between the government and 
the Farc, the country’s biggest 
guerrilla movement, began in 
the mountain town of Uribe. 


Force for peace 





eye 
After the un Security Council 
had agreed to send 6,000 
peacekeepers to Sierra Leone 
(most of them still Nigerians, 
wearing new hats), rebel lead- 
ers joined the government, 
though some complained 
about their cabinet posts. 


Zamfara, a state in northern 
Nigeria, imposed strict Islam- 
ic law, the first to do so in 
multi-religious Nigeria. Presi- 
dent Olusegun Obasanjo, a 
born-again Christian, refused 
to attend the ceremony at 
which the law was pro- 
claimed. 


Nigeria and Cameroon are the 
world’s most corrupt na- 
tions, said a Berlin-based or- 
ganisation, Transparency Inter- 
national. It added that 
Chinese exporters are the 
most likely to pay bribes. 


In pursuit of Iranian-European 
detente, President Muham- 
mad Khatami of Iran visit- 
ed France. Fearing violence 
from Iran’s opposition-in-exile, 
France locked up dissidents 
and reintroduced some border 
controls. 


Robin Cook, Britain’s foreign 
secretary, whose trip to Israel 
and the Palestinian territories 
last year was ill-received by 
the Israelis, repaired the dam- 
age with an ultra-correct visit. 
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New brooms 


The new president of Indo- 
nesia, Abdurrahman Wahid, 
formed his cabinet and 
pledged to work for national 
economic recovery. Replacing 
General Wiranto as minister 
of defence with a civilian, he 
said it was time the army 
changed its attitude to society. 
The new government is to 
reopen an investigation into 
corruption during Suharto’s 
presidency. 


The un Security Council vot- 
ed to send 11,000 peacekeepers 
to East Timor, where an 
Australian-led team is restor- 
ing order. The uN said that 
$200m is needed for food, 
shelter, education and medi- 
cine in the next nine months. 
Three-quarters of the East Ti- 
morese have been displaced, 
and 70% of their buildings 
have been destroyed. 


A team from the Common- 
wealth visited Pakistan to 
ask when it would return to 
civilian and democratic rule. 
General Pervez Musharraf, 
who seized power in a coup, 
expects no change for a year, 
according to reports, The 
Commonwealth may suspend 
Pakistan’s membership. 


In China, members of the 
Falun Gong spiritual group | 
were arrested after protesting 
in Beijing's Tiananmen Square 
against a proposed law to ban 
religious sects. The govern- 
ment called the group a cult 
and said it would be crushed. 
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Growing up 


America’s GDP surged in 
the third quarter, as firms 
built up their inventories. Out- 
put grew by a faster than ex- 
pected 4.8%, up from 1.9% in 
the previous quarter. 


In a belated bow to the late 
20th century, Microsoft, In- 
tel and SBC Communica- 
tions are to be admitted to 

the venerable Dow Jones In- 
dustrial Average, which con- | 
tains only 30 shares. Given the 
volatility of technology stocks, 
this could be fun. 





Computer overtook the mar- 
ket leader, Compaq Com- 
puter, in shipments of pcs in 
America for the first time. But 
Compaq managed to report 
third-quarter net profits up 
22% on the previous year, de- 
spite a 16% fall in the sale of 
Pcs to businesses. 


In the third quarter, Dell | 


DaimlerChrysler, the Ger- | 
man-American car group, sur- | 
prised the markets with a 52% 
rise in net profits for the third 
quarter, prompting a rally in | 
its shares which have been | 

| 





languishing recently. Excep- 
tional gains from disposals 
boosted an underlying 14% in- 
crease in profits. 


Sony Corporation, a Japa- 
nese consumer-electronics 
giant, announced that half- 
year profits fell by 25%, mainly 
because of the advance of the 
yen against the dollar. Two- 
thirds of Sony’s sales are 
abroad. Meanwhile Microsoft 
is contemplating moving into 
Sony’s turf, with a new home 
video-games system. 


Nasdaq, America’s stock ex- 
change for technology compa- 
nies, is considering setting up | 
a European Internet exchange. 
Meanwhile, Easdaq, a trou- 
bled European imitator of 
Nasdaq, got two new inves- 
tors, E*Trade and Susquehan- | 
na Partners, both of America. 
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| Formula One Administration, 


| sive broadcasting rights to the 


American legislators and the | 
White House agreed at last on 
a bill to amend the Glass- 
Steagall act, which since 1933 
has separated commercial 
banking, the securities busi- 
ness and insurance. Although 
the act has been watered 
down in recent years, its re- 
peal will spark another round 
of consolidation in America’s 
financial-services industry. 


Branson’s pickle 


A New York judge threw out 
the last of Virgin Atlantics | 
complaints against British Air- 
ways for “anti-competitive” 
behaviour, a case brought 
nearly six years ago. Richard 
Branson, the boss of Virgin, 
had sought damages of up to 
$1 billion, and now says he 
will appeal against the ruling. 








BMW, undeterred by con- 
tinuing losses at its existing 
British investment in Rover, is 
increasing its stake in Rolls- 
Royce, an aero-engine maker, | 
from 2% to around 10%. As | 
part of the deal, Rolls-Royce is 
taking full control of a joint 
venture with smw, based in 
Germany, which makes en- 
gines for small jets. 


Bernie Ecclestone, the pro- 
moter of Formula One motor 
racing, has agreed to sell up to 
half his family trust’s stake in 


the company that has exclu- 


grand prix races. The venture- 
capital arm of Deutsche Bank 
is buying the shares for as 

much as $1.3 billion. The deal 
is not conditional on the final 





| the European Commission 


| signed from HypoVereins- 


' est, and the product of last 


| (BBV), Spain’s second-largest 


BUSIN ESS T IS WEEK 


findings of an investigation by 


into Formula One’s television 


contracts. 





Not content with having two 
chairmen, Citigroup is hiring 
Robert Rubin, a former Ameri- 
can treasury secretary, as a 
third. He will work with John 
Reed and Sandy Weill, who 
became chairmen and co-chief 
executives after last year’s 
merger of Citicorp and Travel- 
ers. Mr Rubin’s precise respon- | 
sibilities are unclear. 





NatWest, a British bank, 


| published its defence docu- 


over bid from the much- 
smaller Bank of Scotland. The 
plan—like the bidder’s—in- 
volves cutting nearly 12,000 
jobs, mainly in retail banking, 
and reducing the number of 
business units from 13 to five. 


| It will also sell four subsidiar- 


| 
| 
i 
i 
| 
if 
| 
i 
H 
ment against a hostile take- | 
| 
| 
! | 
ies and return the money to | 
shareholders. | 


Hypo-critical 


Seven senior executives re- 
bank, Germany's second-larg- 


year's merger between Hypo- 
Bank and Vereinsbank. An au- 
dit revealed that Hypo-Bank’s 
1997 financial statements were 
invalid, because they failed to 
provide for losses of at least 
DM3.63 billion ($1.98 billion) 
on property lending. 


Banco Bilbao Vizcaya 





| bank, and Ae Ital- | 








iano, Italy’s third-largest, are 
negotiating a strategic alliance 
that may lead to Europe's first 
large cross-border banking 
merger since the introduction 
of the euro. sgv is already 
merging with Argentaria, its 
smaller Spanish rival. 


Skandinaviska Enskilda 
Banken (ses), Sweden’s larg- 
est banking group, is to ac- 
quire sfc, a German retail 
bank, from Crédit Lyonnais 


| for €16 billion ($1.7 billion) in 


cash. ses wants to expand its 
Internet banking division, 
which has around 300,000 


| customers in Sweden. 








The flotation of Enel, Italy’s 


| state-owned electricity compa- 


ny, is set to raise more cash 


| than any other flotation if the 


maximum price of €4.3 per 
share ($4.5), set by the Italian 
treasury, is achieved. Enel will 
be Italy’s largest company by 
market value and the world’s 


| largest quoted electricity firm. 


The Dutch government is 
speeding up the liberalisation 
of the postal service by 
stripping the privatised Dutch 
TNT Post of its monopoly on 
mail weighing more than 100 
grams. Thus 75% of the Dutch 
mail market will be liberal- 
ised, compared with only 15% 
in German and 5% in Britain. 


Brazil wants to charge MCI 
WorldCom 1 billion reais 
($550m) in back taxes on ac- 
count of profits made by its 
Embratel subsidiary before 
privatisation. MCI says that 
| when it bought the firm, it 
was told it had no liability. 
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A blind seer points the way 


JAKARTA 


Indonesia’s frail new president has given his country a clear new start 


OSOONER was Abdurrahman Wahid 

chosen to be president of Indonesia 
than the doubters began to voice their fears. 
They fretted over the new leader's ability to 
deal with his country’s huge problems, over 
his physical frailty, over the deals he had 
made to get the presidency. To all of these 
worries Mr Wahid’s friends had a simple re- 
sponse: you don’t know Gus Dur. The man to 
whom Indonesians have given this respect- 
fully affectionate nickname, they said, is a 
clear thinker who knowsa lot about Indone- 
sia’s troubles and even more about its trou- 
blemakers. He will find a way to free himself 
from burdensome compromises, and to 
choose a cabinet that can cope. 

On October 24th, speaking in Bali, Gus 
Dur himself set out to reassure the sceptics. 
To become president, he admitted, he had 
had to make some tactful cabinet appoint- 
ments, But he would make sure that all his 
ministers “follow our code...{in] honesty, 
frankness and, most important, economic 
development”. The semi-blind president, re- 
ferring to the slightly aloof lady chosen to 
serve as his vice-president, Megawati Sukar- 
noputri, showed a cheeringly blunt sense of 
humour. We make a perfect team, he ex- 
plained: “I can’t see and she can’t talk.” And 
two days later Mr Wahid named a pretty sol- 
id-looking cabinet. 

This contains, as expected, people from 
most of the major parties, as well as from the 
armed forces and the past governments of 
Suhartoand B.J. Habibie. With a couple of ex- 
ceptions, Mr Wahid has done a good job of 
balancing old and new faces, and limiting 
the damage done by his compromises. 

The biggest doubts surround his new 
economics team. This will be headed by 
Kwik Kian Gie, a Dutch-trained economist 
and a senior member of the Indonesian 
Democratic Party of Struggle, which is led by 
Miss Megawati. In the past Mr Kwik has said 
some controversial things. He has advocated 
a currency board to peg the exchange rate, 
and he has taken several potshots at the mF, 
which attached a set of uncomfortably tight 
strings to the rescue package it helped to or- 
ganise when Indonesia’s economy got into a 
mess in 1997. But he has calmed down lately. 
He now seems willing to follow the me's 
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prescriptions, and he appears to understand 
the importance of cleaning up the banking 
industry and restructuring corporate debts. 

Mr Wahid’s other economic choices 
have had mixed reviews. Investors have ap- 
plauded the new state-enterprise minister, 
but raised their eyebrows about the new fi- 
nance minister (see page 70). The team as a 
whole looks reasonably competent, but 
none of its members has had any experience 
in government and some of them want todo 
things with the economy that conflict with 
each other. The skilful controlling hand the 
president’s admirers claim for him will be 
badly needed. 

Most of Mr Wahid’s other choices are 
more impressive. This applies especially to 
his handling of the armed forces. The new 
president has brushed aside General Wi- 
ranto, who had been both the minister of de- 
fence and the commander of the country’s 
armed forces, demoting him to the less influ- 
ential post of minister for political and secu- 
rity affairs. General Wiranto will no longer 
command any armed men. 

The men chosen by the president to re- 
place General Wiranto, moreover, seem to 


be distinct improvements. The new defence 
minister, Juwono Sudarsono, served as edu- 
cation minister under Mr Habibie and as en- 
vironment minister under Mr Suharto— 
and, unusually, had a clean reputation in 
both governments. Although he is the first ci- 
vilian defence minister for decades, he has 
done a stint at Indonesia’s military think- 
tank and seems to understand the army’s 
ways. Mr Yuwono's appointment signals the 
president's intention to bring the wayward 
army—responsible for many of Indonesia’s 
tribulations—under firmer control. 

Sodoes Mr Wahid’s choice for the leader- 
ship of the armed forces, Admiral Widodo 
Adi Sutjipto. The new president has said sev- 
eral times that he wants the navy to play a 
larger part in Indonesia’s defence structure. 
Not only does a country with so vast and 
tangled a coastline need an efficient navy to 
protect it from invaders. Indonesia also suf- 
fers from rampant piracy, smuggling and en- 
vironmental vandalism around its shores. 
And, let it be quietly added, demonstrators 
are less likely to get shot by patrol boats than 
by politically guided infantrymen. 

Along with General Wiranto, the army’s 
territorial commander, Susilo Bambang Yud- 
hoyono, has also been moved to a political 
job. The disadvantage of this is that he has 
been given charge of mining and energy, 
which puts an inexperienced minister in 
charge of a huge export-earning sector. But 
that may be a price worth paying to have a 
reliable ally in Mr Yudhoyono’s previous job. 

Inall, the political influence of the armed 
forces has been much diminished. The new 
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president's 35-member cabinet contains 
only six serving or retired generals, the few- 
est ever in Indonesia. This should make it 
easier for the new attorney-general, Marzuki 
Darusman, to investigate the army’s past ac- 
tivities.On the face of it, Mr Marzuki, a mem- 
ber of the once-dominant Golkar party, is 
another compromise. He is, in fact, an excel- 
lent choice. Although he belongs to the same 
party as the departing president, Mr Habibie, 
the new attomey-general was one of Mr Ha- 








= 
An alternative in Malaysia 


BANGKOK 


nN up another achievement for 
Mahathir Mohamad. In the past few 
years, Malaysia’s prime minister has built 
the world’s tallest building, a grandiose 
new capital and a high-tech centre in the 
middle of a palm plantation. Those are 
small feats, however, compared with Dr 
Mahathir’s most recent accomplishment. 
Against all the odds, he has managed to 
unite Malaysia's opposition. 

That opposition includes the Islamic 
Party of Malaysia, which has long champi- 
oned a wider use of Islamic law; the mod- 
erate Muslims who support Wan Azizah 
Ismail’s upstart National Justice Party;and 
the ethnic-Chinese voters of the Demo- 
cratic Action Party. Despite their differ- 
ences, all three parties agree on one thing: 
they loathe Dr Mahathir. And on October 
24th, their Alternative Front, which also 
includes the small Malaysian People’s 
Party, launched a common manifesto, 
with which they hope to bring the doctor 
down in the next general election, due by 
mid-2000. 

They donotexpectto win the election. 
But they do aim toend the two-thirds ma- 
jority in Parliament enjoyed by the coali- 
tion led by Dr Mahathir’s United Malays 
National Organisation, UMNo (which 
many Justice members used to belong to). 
The hope is that umno would then ditch 
him. The opposition seeks to benefit from 
the anger over the arrest, and subsequent 
ill-treatment, of Anwar Ibrahim, Dr Ma- 
hathir’s former deputy and the husband 
of Dr Wan Azizah. 

Yet, although it is the perceived assault 
on individual liberties that draws the op- 
position parties together, they devote 
much of their 30-page manifesto to econ- 
omic management. And many of their 
proposals are almost embarrassingly 
mundane. They include promises to im- 
prove the provision of health, education 
and housing, in all of which Malaysia has 
done quite well during Dr Mahathir’s 18- 
year rule. 

The manifesto also includes promises 
to provide comfortable, clean and attrac- 











bibie’s fiercest critics. He is also a former 
head of Indonesia’s human-rights commis- 
sion. Mr Marzuki will diginto the army’s mis- 
deeds, including the trouble it caused in the 
recently liberated province of East Timor. 
On October 27th, he said he would reopen 
investigations into Mr Suharto’s wealth. 

The new president's wider aims should 
also be made easier to achieve by the people 
he has gathered round him. Mr Wahid wants 
to win more influence for Indonesia in the 





tive facilities for hawkers, and to encour- 
age better taxi services. Hardly revolution- 
ary stuff, yet it may turn out to be shrewd 
politics. With the Malaysian economy re- 
covering, the voters could have fears 
about turning to an inexperienced oppo- 
sition. By promising business as usual, the 
Alternative Front may have a better 
chance of concentrating attention on the 
handful of issues that disaffected Malay- 
sians really care about. 

Some of those are big economic issues, 
such as the government's privatisation 
programme, and its tendency to spend on 
grand projects. Others involve the govern- 
ments distaste for dissent. The new mani- 
festo vehemently attacks the Internal Se- 
curity Act, the Sedition Act and the 
Printing and Publications Act, among va- 
rious other laws, and argues that Malay- 
sians should control and discipline them- 
selves, not just submit to authority. But 
will they vote for the opposition if Dr Ma- 
hathir tells them not to? 
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Muslim world, and he is anxious to find a 
way of holding Indonesia together. 

The new foreign minister, Alwi Shihab, is 
a moderate Muslim from the president’s Na- 
tional Awakening Party. He was educated in 
Cairo and Philadelphia, and recently taught 
at Harvard University’s divinity school. The 
president has consistently supported a 
brand of Islam that is both democratic and 
tolerant, and hopes to forge ties with Mus- 
lims in other countries who think in similar 
ways. He has already said that he would like 
better relations with Israel. His trip to a forth- 
coming conference on religious tolerance in 
Jordan will be worth watching. 

There remains the president's choice of 
Miss Megawati to ease the central govern- 
ment’s strained relations with disaffected 
parts of Indonesia such as the provinces of 
Aceh and Irian Jaya, and areas like Ambon 
thatare rent by religious and ethnic violence. 
Miss Megawati has the credentials to preach 
unity: her father was Indonesia’s founding 
president, and her own campaign for the 
presidency was rich in nationalist symbol- 
ism. Who knows, her new task may be just 
what the vice-president needs to bring her 
outof her shell. Miss Megawati’s stand-offish 
timidity helped to deny her the presidency. 
But, under a frail president who has suffered 
two strokes, she may yet inherit the job. If she 
does, she will take over a strong cabinet. 
= 





The Philippines 


The church 
at bay 


MANILA 


ARDINAL JAIME SIN, the head of the 

Roman Catholic church in the Philip- 
pines, likes to tell a story about the time he 
was travelling in Ferdinand Marcos’s limou- 
sine, sandwiched between the president and 
his wife, Imelda. In the absence of any con- 
versation, Marcos asked the cardinal, “Why 
the sepulchral silence?” To which the cardi- 
nal replied, “Because, like Christ, I am cruci- 
fied between two thieves.” 

The story may be fiction, but the Catho- 
lic church in the Philippines has a tradition 
of outspokenness on political matters. It was 
the voice of Cardinal Sin, broadcast by a 
Catholic radio station, that helped to incite 
the largely bloodless “people power” revo- 
lution that deposed Marcos. Under Marcos’s 
devoutly Catholic successor as president, 
Corazon Aquino, the church exercised much 
political influence, notably in the drafting of 
the 1987 constitution that restored demo- 
cracy to the Philippines. 

But, increasingly, the voice of the church 
is falling on deaf ears. Although the church 
has been entrenched in the Philippines for 
some 400 years, and claims more than four- 
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fifths of Filipino voters as adherents, its polit- 
ical influence is declining. When Stanley Ho, 
who has gambling interests in Macau, came 
to Manila this month, promising new casi- 
nos for the Philippines, Cardinal Sin in- 
veighed (not for the first time) against the 
evils of gambling. But Mr Ho was feted by 
President Joseph Estrada, who is himself no 
Stranger to the tables. 

Elsewhere, the church has been unsuc- 
cessful in its role as the guardian of Filipinos’ 
morals. Government clinics provide artifi- 
cial contraception to those who want it, 
much to the irritation of the bishops. Capital 
punishment has been restored, and execu- 
tions have again been taking place this year, 
in spite of opposition by the church (which 
had earlier helped to get the death penalty 
abolished). 

But it is in attempts to preserve the 1987 
constitution that the bishops have received 
their biggest rebuff. President Estrada wants 
to amend the constitution, in order, he says, 
to remove protectionist impediments to 
economic growth. But the church fears that 
constitutional changes would open the way 
to another Marcos-style dictatorship. 

Two years ago, the previous president, 
Fidel Ramos, also entertained the notion of 
amending the constitution. The church 
promptly called for a mass demonstra- 
tion—a revival of people power—to dis- 
suade Mr Ramos. He was duly dissuaded. 
But when the church helped organise a simi- 
lar rally on August 20th this year, directed 
against Mr Estrada’s plans for the constitu- 
tion, Mr Estrada ignored the tens of thou- 
sands of protesters who took to the streets. 
The same day, the president attended an 
even bigger public gathering, organised by 
his “spiritual adviser”, a Christian preacher 
called Mike Velarde. Mr Estrada’s unspoken 
hint to the bishops was: if you want to play 
the numbers game, I can get more people on 
to the streets than youcan. 

What was particularly troubling for the 
bishops was that Mr Velarde’s movement 
was said to have 8m followers, most of them 
Catholics. Because of this, and because it is 
worried that these Catholics would other- 
wise be poached by other, Protestant, evan- 
gelists, the church has so far tolerated Mr Ve- 
larde’s movement. But Mr Velarde supports 
both the death penalty and Mr Estrada’s 
campaign to amend the constitution. In Sep- 
tember, the bishops warned Mr Velarde to 
toe the line. 

But the fact remains that the church does 
not command the loyalty of all its members 
ona number of political issues. The majority 
of Filipinos, for instance, approve of capital 
punishment. As a result, the government 
feels the bishops’ opinions can be ignored. 
That is a cause for concern among those who 
value the church as the only national institu- 
tion that judges matters of public policy 
from an essentially moral standpoint. 
= 
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Australia 


Enter the 
queen's knight 


SYONEY 


[T HAS taken Australians 100 years to get 
round to holding a referendum on replac- 
ing Britain’s Queen Elizabeth with an Aus- 
tralian as their head of state. The anachro- 
nism of having the British monarch 
presiding over Australia’s system of govern- 
ment dates from colonial times. When re- 
publican winds started blowing strongly 
through Australia a few years ago, the idea of 
bringing the 1901 constitution up to date and 
dropping the queen seemed in tune with 
popular sentiment. Now that the momentof 
decision is at last upon them, with the refer- 
endum taking place on November 6th, Aus- 
tralians are strongly divided. Many seem to 
be having second thoughts. 

The least-damaging divisions have sur- 
faced among the conservatives, especially in 
the ruling Liberal Party led by John Howard. 
Mr Howard, an avowed monarchist, had al- 
ways said he would leave the debate to Aus- 
tralians and not try to influence it. Buton Oc- 
tober 27th, ten days before the vote, he issued 
an eight-page statement telling them why 
they should vote No. Australia’s system of 
government, he said, worked well and there 
was no need for the country to become a re- 
public. “It will not produce a better Austra- 
lia.” Mr Howard even suggested that Austra- 
lia already had its own head of state in the 
form of the governor-general, who is the 
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queen’s Australian representative. 

The constitution does not support this. 
Its first sentence defines Australia as “one in- 
dissoluble federal commonwealth under the 
crown of the United Kingdom”. His republi- 
can opponents say the symbol of a heredi- 
tary British monarch is no longer a unifying 
one for a moder, egalitarian country such 
as Australia. The day Mr Howard issued his 
statement, three senior conservatives gath- 
ered in Melbourne tochallenge it. 

Malcolm Fraser, a former Liberal prime 
minister, derided Mr Howard's decision to 
open the Olympic Games in Sydney next 
year himself, when Olympic protocol re- 
quires the host country’s head of state, in 
Australia’s case the queen, to do so. “That 
says it all,” Mr Fraser declared. “If the man 
had serious convictions, he would have 
asked her. It emphasises the point that we 
ought to move on.” Peter Costello, Mr How- 
ard’s most senior minister, and a future con- 
tender for his job, went further. If the No vote 
prevailed, there would be “continuing dislo- 
cation”. Only a Yes vote could deliver a se- 
cure constitutional system. 

Other prominent figures have joined the 
republicans. Sir Zelman Cowen, a former 
governor-general, together with three for- 
mer prime ministers and six state leaders, re- 
cently signed a declaration saying the refer- 
endum proposal was “safe”. Sir Anthony 
Mason, a former chief justice, said Mr How- 
ard’s idea that the queen was not Australia’s 
head of state was “moonshine, nonsense 
and hogwash”. 

For all that, Australians are confused. 
There are several reasons. The republican 
forces themselves are divided—so divided, 
indeed, that they may lose. The offi- 
cial campaign supports the “mini- 
malist” model at the referendum, 
whereby Parliament in Canberra 
would choose the head of state by a 
two-thirds majority, with the inten- 
tion of ensuring that the president 
would be a ceremonial figure, not a 
political one. A second group says the 
president should be elected directly, 
which is what opinion polls suggest 
most Australians want. 

The main monarchist group is ex- 
ploiting this republican division, and 
the tactic may be working. Two opin- 
ion polls published on October 26th 
showed that support for a Yes had 
dropped from a former majority to at 
least eight points behind the Noes. 

Changing Australia’s constitution 
isa hard job:it needs notonly a major- 
ity vote in the country at large, but 
also majority votes in four of the six 
states. For this reason, only eight out 
of 42 constitutional referendums 
have passed since 1901. The republi- 
cans will need to pull out their biggest 
powers of persuasion to win this one. 
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ASIA 
Asia's lethal computers 


Nerd world war 


ACKING, spamming and spreading vi- 

ruses. Each is a means to disrupt an en- 
emy’s computer systems, and each has been 
employed by whizz-kids, maybe even by 
governments, in recent international dis- 
putes. Especially in Asia, computer nerds 
have nudged their way to the front line this 
year, arguing that the Internet is a potent 
weapon. Are they right? 

It is certainly useful for propaganda. 
Hours after the coup in Pakistan this month, 
the “Islamic group of Hackers” rewrote a 
government website to praise the army and 
condemn the arrested prime minister as cor- 
rupt, foolish and bald. Earlier, both Pakistani 
and Indian propagandists concerned with 
the conflict in Kashmir had denounced their 
enemies online, and attacked each other's 
websites. That of the Indian army was “hi- 
jacked”, its content replaced with stories of 
torture of Kashmiri separatists. Similar at- 
tacks occurred during the Kosovo war this 
spring, and rival Chinese and Taiwanese 
hackers frequently compete to plant their 
national flags on rival sites. 

The Internet is anonymous, so groups in 
repressive countries can use it with some 
confidence to organise themselves. The Fa- 
lun Gong spiritual movement in China— 
which conducted mass protests this spring 
and again this week, despite a government 
crackdown—is said by some to be managed 
by e-mail. The group’s websites are used to 
spread news and to encourage followers not 
to be browbeaten. Dissident hackers have at- 
tacked Chinese government computers 
used to censor websites and in return, it is 
claimed, government technicians have at- 
tacked those of dissidents. 

This information war is at its fiercest 
when activists try to sabotage others’ com- 
puters. East Timorese separatists threatened 
to employ scores of expert hackers against 
the Indonesian authorities if the govern- 
ment tried to rig the independence referen- 
dum in August. Jose Ramos Horta, a Timor- 
ese leader, vowed that specialists would 
infect computers of the Indonesian banking 
system with viruses. That, they said, would 
bring economic chaos. 

The threat went unfulfilled. But in China 
and Taiwan a cyber war of sorts has been un- 
der way for several months. After the Tai- 
wanese president, Lee Teng-hui, said in July 
that relations with China should be consid- 
ered as those between countries, teams of 
hackers have tried to disrupt rival computer 
systems. The National Security Bureau in Tai- 
wan says that they have broken into govern- 
mentnetworks, including those at the justice 
ministry, over 150 times recently. Many inci- 
dents are blamed on Chinese government 
agencies. One report suggests that 72,000 
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“cyberspace attacks” were launched from 
China against Taiwan in August alone. In re- 
sponse, Taiwanese hacked into websites of 
China’s taxmen and the railways ministry. 
The toll can be severe. The Pentagon 
reckons that last year the Taiwanese spread 
two viruses, known as the Bloody 6/4 and 
Michelangelo, in part to protest against the 
massacre of students around Tiananmen 
Square in 1989. They damaged some 360,000 
computers in China, at a cost of $120m. Tai- 
wan’s deputy prime minister gave warning 
this autumn that cyber war is a serious wor- 
ry for the future. And a report this month for 
the United States Congress said America’s 
communications, defence, power and emer- 
gency services were all vulnerable to com- 
puter attacks. Those on businesses—this 


week a hacker claimed he had 
stolen details of 150,000 Internet 
users at Cable and Wireless—il- 
lustrate such weaknesses. 

So governments are getting 
involved too. They develop de- 
fences for computer networks, 
and it is assumed they also pre- 
pare methods of attack. Hack- 
ers at NATO may have meddled 
with Yugoslavia’s communica- 
tions system during the Kosovo 
war. After the bombing of Chi- 
na’s embassy in Belgrade, there 
was one direct response on the 
Internet: American govern- 
ment websites were swamped 
with e-mails. This practice, 
known as “spamming”, is de- 
signed to overload computers with informa- 
tion, making them unworkable. 

Cyber attacks have become a favourite 
topic of military strategists. Taiwan claims 
China conducted an exercise early this sum- 
mer in Lanzou and Beijing military districts 
to see how computer viruses could cripple 
an enemy’s command-and-control centre. 
“China has developed the techniques to exe- 
cute an information war in these military ex- 
ercises,” said Abe Charlie Lin, of Taiwan’s de- 
fence ministry. Others will be doing the 
same, perhaps with the help of Internet spe- 
cialists and the many institutes for the study 
of cyber warfare. There is a service on the Net 
giving details of such attacks. Unfortunately, 
itis at present out of order. 
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BEING 


OR Britain, France and Portugal, the 
visit of China’s president, Jiang Zemin, 
was just another occasion to fly some 
flags, clog the traffic and squash some im- 
polite demonstrations. For Mr Jiang it had 
rather more importance. 
The Chinese have tended to 
regard their president with 
indifference. He is not ac- 
tively disliked, but neither is 
he much admired. Those 
who take notice of him real- 
ise that his biggest public 
moments have had more to 
do with commemorating 
the achievements of others 
than with any deeds of his 
own. He presided over 
Deng Xiaoping’s funeral in 
February 1997, and later that year presid- 
ed at Hong Kong's handover, an event ar- 
ranged years before he came to power. 
At this year’s soth-anniversary party, 
Mr Jiang celebrated the hard-fought vic- 





China’s happy traveller 





A star is born 


tory of Mao Zedong by dressing up as the 
founding father and reading a tepid 
speech. In short, Mr Jiang has often looked 
like a master of ceremonies at someone 
else’s award banquet rather than a vision- 
ary leader in his own right. 

In Europe, though, he 
has been the accepted star, 
with no one, living or dead, 
to upstage him. Chinese 
newspapers and television 
have dutifully portrayed 
him as the skilful states- 
man, the esteemed guest of 
the British royal family, 
with famous westerners 
such as Tony Blair and 
Jacques Chirac in awed at- 
tendance. 

Of course, all politicians value a for- 
eign trip in the hope that it will make them 
look good at home. But for Mr Jiang his 
trip was extra special. Tea with Queen 
Elizabeth was never more delicious. 
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The underdogs start snapping 


HANOVER, NEW HAMPSHIRE 


Suddenly, America’s voters seem to know what they want in their candidates. 


It’s authenticity 


HE good citizens of Hanover, New 

Hampshire flocked to a town hall meet- 
ing this week for their first opportunity to 
compare the Democratic presidential con- 
tenders face to face. They need hardly have 
bothered. Both Al Gore, the vice-president, 
and Bill Bradley, his challenger, spent their 
time looking relaxed, talking about integrity 
and (in the campaign jargon) “connecting 
with voters”. But ever so politely. Mr Bradley 
barely bothered to respond when Mr Gore 
attacked his plans for health-care reform on 
the ground that they would eat up the whole 
budget surplus. Mr Gore tried to restrain his 
lecturing, hectoring style. Those who stayed 
at home to watch the New York Yankees win 
baseball’s World Series (aired at the same 
time) were far more richly rewarded. 

On the Republican side the race is nasti- 
er, but not much. The front runner, George 
W. Bush, complains that Steve Forbes, a pub- 
lishing magnate, has been misrepresenting 
his spending record as governor of Texas. Mr 
Forbes is spreading rumours of misbehav- 
iour by Gary Bauer, the trailing candidate of 
the Christian conservatives (see Lexington). 
But in the 1996 campaign Mr Forbes went 
much further, running harsh attack adver- 
tisements against the Republican favourite, 
Bob Dole. What is unusual this time is that 
the contest of personalities has been un- 
marked by the usual character assassina- 
tion, innuendo and glibness. And the expla- 
nation for that lies in the influence of the two 
sides’ underdogs: Mr Bradley among the 
Democrats and the Republicans’ John 
McCain. 

On policy matters, these two are at op- 
posite poles. Mr Bradley has emerged as the 
most left-wing candidate in the field, es- 
pousingan activist role for governmentin re- 
ducing child poverty and expanding health 
care. (Admittedly he is not a traditional left- 
winger: though Mr Gore attacked his health- 
care proposals, they have drawn admiring 
comment from some conservatives.) 

Mr McCain, on the other hand, is un- 
questionably one of the most right-wing fig- 
ures in the race. Despite his recent reputation 
as a maverick, his voting record as a senator 
is among the most conservative around. He 
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...or a Hall-of-Famer? 


has consistently voted to cut the size of gov- 
ernment (except in defence, of course) and is 
a strong opponent of abortion by any nor- 
mal measure. 

But in terms of their appeal and influ- 
ence, these opposites have much in com- 
mon. Mr McCain echoes Mr Bradley in de- 
fining education as “a civil rights issue”. In 
the first debate among Republicans in New 
Hampshire, held before the Democratic one 
(and equally subdued), he said it is a “dis- 
grace” that 1m children do not have health 
care and criticised “the growing gap between 
rich and poor in America”. 

For his part, Bill Bradley sounds like Mr 
McCain when he denounces “the corrupting 
influence” of big money in politics. Mr 
McCain is campaign-finance reform person- 
ified, the man whose name was attached to 
the only serious attempt to clean up matters 
in the present Congress. “The political sys- 
tem”, he keeps repeating, “is corrupted, and 
that shames me.” Both men are long-time 
opponents of special-interest groups and 
corporate boondoggles. 

But above all, they have something per- 
sonal incommon. Of all the candidates, they 
make the strongest appeal to what Marshall 
Whitman of the conservative Heritage Foun- 
dation calls “the desire for authenticity”— 
for an unvamished, plain-spoken honesty. 
Theirs is not the usual politics of personality, 
all fake smiles and glad-handing. Rather, it is 
a warts-and-all directness. And this has cap- 
tured the public mood. Linda Fowler, a pro- 
fessor of politics at Dartmouth College and 
one of the organisers of the New Hampshire 
debate, says “my students all say, ‘We want a 
race between Bradley and McCain because 
then we'd have two men of integrity’.” That 
does not mean this will happen. But these 
two have already stamped their influence on 
the 2000 election by turning it into a debate 
about personal qualities, rather than politi- 
cal issues. 

It helps that these are the two candidates 
with the most impressive histories outside 
politics—Mr Bradley as a basketball Hall-of- 
Famer, Mr McCain as a Vietnam war hero. 
(In contrast, Al Gore and most others are ca- 
reer politicians or pundits, George W. Bush 
being a partial exception.) But there is more 
to their appeal. They are beneficiaries of 
three deeper trends influencing this election. 
The first is “Clinton fatigue”—a reaction 
against sleaze of all kinds. This has produced 
a desire for uprightness among politicians. 
So powerful is it that in his debate with Mr 
Bradley Mr Gore went out of his way to talk 
loudly about his “disappointment and an- 
ger at President Clinton”. 

The president is not the only fatiguing 
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WASHINGTON, DC 


HE death of John Chafee, the senior 

senator from Rhode Island, is a re- 
minder that American politics is usually 
more subtle than it first appears. The event 
called forth a flood of tributes remarkable 
even in the Senate, which still affects pride 
in its traditions of civility. President Bill 
Clinton, too, eulogised Mr Chafee. 

The senator, of course, had a distin- 
guished military record, served as secre- 
tary of the navy under Nixon and helped 
to draft some important pieces of legisla- 
tion, including the Clean Air Act of 1990 
(he was a strong environmentalist). His 
death at77 came the day after he had won 
a “New Englander of the Year” award 
from a business group. But part of the pas- 
sion reflected a sense of broader loss: a 
feeling that, with his death, the Senate had 
lost another member of its most endan- 
gered species, moderate Republicans. 

In the 1970s, the party in the Senate in- 
cluded a solid group of so-called “Rocke- 
feller Republicans”—centrist or centre-left 
figures who mixed fiscal conservatism 
with social tolerance. They came from all 
over the country, including, in the 1970s, 
Kentucky, Oregon and Illinois. Now the 
moderate group is down to a handful, 
most (like Mr Chafee) from New England. 
There are still plenty of moderate Republi- 
cans, of course, men and women who 
support public spending on the poor, op- 
pose a ban on abortion and are happy to 
work ona bipartisan basis. But they are for 
the most part to be found in the world of 








Endangered species 











Moderate, and Republican 


politics outside Washington, many of the 
best of them as state governors. 

There are plenty of cautious reformists 
in Washington, too; but they are New 
Democrats, which is one reason why 
there is little room among congressional 
Republicans for moderates like Mr Cha- 
fee. With his death, the conservatives in- 
crease their hold of the Republican Party 
at the national level—at least until voters 
make their judgment, one way or another, 
next November. 








figure. There is also “Lott and Hastert fa- 
tigue”, a reaction against the partisan and in- 
effectual leaders who have frequently dead- 
locked the current Congress, not least over 
the budget. This reaction has led to a small 
shift away from the conservative “anti-poli- 
tics” of the mid-1990s and back towards giv- 
ing politicians who behave responsibly a lit- 
tle more public respect. 

Third, and perhaps most important, this 
is shaping up to be an issue-less election, 
probably because voters are so satisfied with 
the economy that no domestic matter seems 
of compelling significance. At the compara- 
ble stage in the 1988 election, almost three- 
quarters of all voters said that inflation was 
America’s number-one problem. A year be- 
fore the 1992 election, half the population 
said they were concerned about unemploy- 
ment. Now, nothing captures the attention 
of more than a fifth of voters. Americans di- 
vide their attention more or less equally be- 
tween education, guns-and-violence, health 
care and a variety of other social concerns. 
With no single issue commanding public at- 
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tention, the integrity of candidates has 
emerged as the most important matter for 
electoral judgment. 

Hence the success of candidates who ex- 
emplify that quality in the public mind. Poll 
after poll has shown that Bill Bradley first 
caught up with Al Gore in New Hampshire, 
then overtook him, and is now widening his 
lead. The latest polls put him eight points 
ahead. The challenge has been so strong that 
it has forced Mr Gore to change the character 
of his campaign. The quintessential Wash- 
ington insider, whose strength is his experi- 
ence in government, he has started pretend- 
ing not to be a politician. His recent shift of 
his campaign headquarters from Washing- 
ton to Nashville, near his southern and rural 
“roots”, is only the most visible part of that. 
He told the audience in Hanover that when 
he returned from Vietnam, “I thought that 
politics was absolutely the last thing I would 
ever do with my life.” He spoke of his disgust 
at the corruption which the Watergate scan- 
dal revealed at the very top, of studying to be 
a priest, and of his years as a journalist—al- 


most anything but his skills in government. 

Mr McCain is reaping Bradleyesque re- 
wards in New England too. He has emerged 
from the pack of also-rans. Two polls give 
him 23-26% in New Hampshire, compared 
with Mr Bush’s 42-43%. He gets 16% in New 
York and 14% in Connecticut, which puts 
him in second place in both states. This is 
closer than any candidate has got to Mr Bush 
so far. Should the front-runner stumble for 
some reason, Mr McCain is now placed to 
become his party's nominee. 

His current success—and Mr Bradley’s— 
does not mean that either of the two is likely 
to win. Mr Bush is still far ahead. And itis of- 
ten forgotten, in the dazzle of Mr Bradley's 
achievements in New Hampshire, that Mr 
Gore retains a convincing lead in other parts 
of the country, as well as the organisational 
help of Democratic officials and the largest 
trade unions. He too remains the favourite. 

And that raises a disturbing possibility. 
The underdogs have made integrity and 
plain speaking the defining characteristics of 
the campaign. By comparison, the front-run- 
ners seem creatures of their electoral ma- 
chines, less able to reverse the pervasive cyn- 
icism that candidates all deplore. With a year 
still to go, there is time for this to change, for 
campaign issues to become more important 
and personalities less. Still, at the moment, 
the primary campaign is heading to an odd 
conclusion: two underdogs are setting a stan- 
dard for an election that the two probable 
nominees are unlikely to meet. 

— a 





Health care 


Don't fall sick 
on the prairie 


PRATT, KANSAS, AND BROKEN BOW, NEBRASKA 


HESE may be boom times in America, 

but some people feel the hoopla has 
passed them by. In Pratt County, Kansas, a 
farming area that lies about an hour by road 
from Wichita, one of the consuming worries 
is what todo when you need a doctor. 

Pratt County’s population is growing 
older: not just because of the normal passage 
of time, but because the young folk tend to 
leave to find work in the cities and their sub- 
urbs. Yet there are few doctors around—14 of 
them, seven general practitioners and seven 
specialists, for 9,000 people—and few hospi- 
tals. The alternative to driving long distances 
to see a doctor used to be a home visit, with 
medical tests performed then and there and, 
if the patient qualified, the chance of a 
home-health aide to give a little extra help 
with meals and bathing. 

But home visits have fallen victim, since 
1997, to general cuts in federal health-care 
spending. In recent years, four companies 
that provided home-health services in Pratt 
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County have gone out of business. In turn, 
those closures have pushed county-fi- 
nanced programmes to the limit. 

With home visits disappearing, patients 
are increasingly using the medical system 
only when they become seriously ill. “The re- 
sult of this change is that patients either are 
not receiving services, are being readmitted 
to hospitals much more often, or are being 
admitted to nursing homes,” says Susan 
Page, president of the Pratt Regional Medical 
Centre, a private, non-profit hospital in Pratt. 
The first option increases suffering; the other 
two are potentially much more expensive. 

Rural hospitals are anyway in difficul- 
ties. With few people to serve, it is hard for a 
hospital to earn back its original capital out- 
lay and keep pace with new technologies. 
Ms Page says her hospital is doing fine, main- 
ly because federal officials have deemed it a 
“sole community provider” in isolated Pratt 
County. This means it gets better rates of re- 
imbursement from the government. 

Two-thirds of the hospital's billings are 
paid by federal programmes, either Medi- 
care (for the elderly) or Medicaid (for the 
poor). And several other programmes have 
helped to cushion the effect of the cuts. A 
“critical access hospital” can get financial in- 
centives to focus on primary care and emer- 
gency-room services rather than the more 
expensive (but also potentially more lucra- 
tive) longer-term acute care. A hospital 
judged “Medicare-dependent’—in other 
words, with a lot of elderly patients—can 
eam higher reimbursements than usual. 
Others get more money because, though 
mostof their patients are country people, the 
hospital itself is close enough to a city to be 
affected by inflated prices and wages. About 
three-quarters of the hospitals in Kansas fall 
into one or other of these categories. 

On the whole, though, federal reim- 
bursements to rural hospitals are lower than 
those made to urban hospitals. In some 
ways, this makes sense; the countryside is a 
cheaper place to live. Yet expensive hospital 
equipment is no cheaper to buy, and in 
states such as Nebraska—which has one of 
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the lowest unemployment rates in the coun- 
try—a shortage of medical technicians has 
led to severe salary inflation. 

Occasional increases in the reimburse- 
ments, rural health officials say, have not 
solved the problem. “These jobs require up 
to two years of training, and nursing pro- 
grammes take three to four years of training, 
so we're really competing with the higher- 
paying urban areas for the same people,” 
says Michael Steckler, the president of the 
Jennie Melham Medical Centre in Broken 
Bow, Nebraska (population 3,800). Dr Steck- 
lers hospital, which is an hour away from 
the nearest equivalent medical centre, is de- 
pendent on federal payments for about 
three-quarters of its billings. 

There is also the problem of doctors. For a 
highly trained professional coming out of 
medical school with a big debt to pay, rural 
postings are not the most attractive. Salaries 
are lower, culture markedly scarcer and jobs 
for educated spouses non-existent. Rural 
doctors also have to be a cross between a 
missionary and a cowboy. They are on call 
more often, because the duties cannot easily 
be spread among colleagues; and without 
the back-up of medical specialists they must 
themselves become specialists in many ill- 
nesses. Because rural communities are so 
small, doctors must often cope with the 
strain of getting involved in all aspects of 
their patients’ lives. They must even be pre- 
pared to accept odd forms of payment. Paul 
Paulman,a professor at the University of Ne- 
braska Medical Centre (unmc) in Omaha, 
recalls once receiving a pig for his services. 

Of course, rural regions have some sell- 
ing points, including a calmer pace of life 
and low crime rates; and some doctors like 
the idea of being generalists. But this is not 
enough to keep rural areas supplied with 
medical talent. So Nebraska, for one, has 
been trying a different tack. For 50 years, 
uNmC has been sending its medical students 
out to rural areas for short-term appoint- 
ments. During the 1990s, it added some new 
ideas. One is a rural residency programme, 
in which students spend the last two years of 
their training in a country 
district, first in a very small 
community medical clinic, 
then in a somewhat larger 
town with a hospital. An- 
other programme offers 
undergraduates early guar- 
antees ofa place in medical 
school if they are willing to 
practise in rural areas. 

These measures have 
been quite successful. Of 
the 19 students who en- 
rolled in the rural residency 
programme, 17 have stayed 
on as country doctors. But 
because rural medical stu- 
dents are still lost to the big 
cities each year, UNMC is 
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now trying to hook them at an even earlier 
stage, in high school, where information 
about a career in medicine is now included 
in the science curriculum. As Roxanna Lynn 
Jokela, co-ordinator of the unmc pro- 
gramme, puts it, “If you're from a communi- 
ty without a physician, or if you don’t know 
what a medical technologist does, how can 
you become interested in them?” 








South Carolina 
Flagging their 
anger 


COLUMBIA, SOUTH CAROLINA 


HE sandy beaches and elegant cities of 

South Carolina drew their usual crowds 
of tourists last year, earning $14 billion for the 
state. The visitors may not have noticed, flut- 
tering above the dome of the state capitol in 
Columbia, the Confederate flag. It has flown 
there since 1962 but, if the National Associa- 
tion for the Advancement of Coloured Peo- 
ple (NAACP) gets its way, it will soon come 
down. This symbol of racial oppression, as 
the NAAcr sees it, should never fly over a 
government building. 

The flag went up, 37 years ago, to cele- 
brate the centenary of the Confederacy. At 
least, that is what its supporters say. Critics 
believe it was a gesture of defiance to the fed- 
eral government, which at the time was us- 
ing troops to integrate the South’s public 
schools. Far from being innocuous and his- 
torical, it was therefore the equivalent of 
George Wallace (in Alabama) or Orval Fau- 
bus (in Arkansas) standing in their school- 
house doors to keep blacks at bay. 

The naace first threatened a boycott of 
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South Carolina five years ago. Since the law- 
makers, unmoved, kept the flag flying, the 
organisation has now voted to slap econ- 
omic sanctions on the state. Its members will 
not take holidays or attend conferences 
there, or do anything else that will add to 
South Carolina's revenues, and they will en- 
courage others, both black and white, to feel 
bad about doing so. Black leaders have also 
asked the Justice Department in Washington 
to decide whether flying the flag on public 
property is a civil-rights violation. “Does the 
Confederate flag create a hostile work envi- 
ronment for all South Carolinians?,” asked 
Julian Bond, the NAacp’s national board 
chairman. “That’s what we'll find out.” 

The boycott will start on January 1st, but 
it is already having an impact. So far, the 
NAACP estimates that South Carolina has 
lost at least $43m that would have come in 
from visitors: more than 40 organisations 
have cancelled events in the state, and at 
least 70 families have moved reunions to 
other places. But the tourism industry may 
not be the boycott’s sole target. One idea is to 
expand the embargo to include a number of 
products made in South Carolina, including 
cars and tyres. Among the companies that 
might be shunned are Michelin North 
America, Mw, General Electric and Hitachi. 
If businesses feel the pinch, the argument 
runs, they will put pressure on the lawmak- 
ers to take the flag down. 

Will it work? Similar boycotts in other 
states have been successful, particularly one 
in Arizona several years ago, where officials 
finally gave in and agreed to make Martin Lu- 
ther King’s birthday a state holiday. But 
South Carolina has a stubborn streak, espe- 
cially when pushed. It was the first state to 
secede from the Union, and the first engage- 
mentof the Civil War took place at Fort Sum- 
ter in 1861. More than a century later, South 
Carolina fought a long—though losing—bat- 
tle to exclude women students from the 
state’s military college. The Democratic gov- 
ernor, Jim Hodges, is keeping his head down, 
and public opinion is bitterly divided. 

Some have seen a potential turning point 
in the fact that—for the first time in 14 years— 
Bill and Hillary Clinton will not be attending 
the Renaissance weekend in Hilton Head, 
South Carolina, early in January. This looks 
like a boycott-led slap in the face, though a 
spokeswoman denies it; the Clintons, she ex- 
plains, have long intended to stay in Wash- 
ington for a millennium gala. 

It would be far more damaging, some 
say, if the NAACP were to discourage talented 
high-school athletes from attending college 
in South Carolina. If football coaches such as 
the legendary Lou Holtz (formerly of Arkan- 
sas and Notre Dame fame, now at the Uni- 
versity of South Carolina) announce that 
they cannot recruit good black athletes be- 
cause of the stigma of the flag, that banner 
could soon come fluttering down. 

æ m 
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George Ryan in Cuba 
Seven hours 
with Fidel 


HAVANA 


OW did George Ryan, the avuncular 

governor of Illinois, geton in Cuba? The 
answer is that, as the first American gover- 
nor to go there in 40 years, he did rather well. 
Mr Ryan believes the American embargo has 
failed; as he put it, “Isolating Cuba is not in 
the best interests of Illinois or in the best in- 
terests of the United States.” On the other 
hand, he certainly does not believe in molly- 
coddling Fidel Castro, Cuba’s leader, or in 
concealing his own democratic ideas. 

No sooner had Mr Ryan arrived at his 
Havana hotel than he stepped out of his Ford 
Grand Marquis (impressively new-fangled, 
for Cuba) and waded into the crowd of on- 





— 


CE e d 
They don’t have these in Chicago 


lookers to shake hands. The governor told 
the story to the president of the National As- 
sembly, explaining that his natural impulse 
was to treat the crowd like voters. He then 
added, “Maybe they can be voters someday, 
Mr President”—at which point all members 
of the press were rapidly ushered out of the 
room by anxious Cuban officials. 

After a private meeting with a small 
groupofdissidents, Mr Ryan told Cuban and 
American journalists that “basically... the 
problem with Cuba is Fidel Castro.” When 
asked by a Cuban about the criticism he may 
endure at home for speaking out against the 
American embargo, the governor shot back, 
“Its a free country. I can say whatever I 
want.” He told his Cuban hosts after a tour of 
achildren’s hospital that the hospital would 
be shut down if it were in Illinois. 

Mr Ryan’s jabs at the regime did not dis- 
qualify him and selected members of his 
delegation from a seven-hour audience with 
Mr Castro, in which he, and occasionally 
they, ranged over everything from baseball 
to human rights. The governor managed to 
get one concession from the president—or, 
more surprisingly, Senator Jesse Helms man- 


aged to extract one. At Mr Helms'’s request, a 
seven-year-old Cuban boy was allowed to 
fly back to the United States with the delega- 
tion to receive treatment for liver disease in 
North Carolina, where he has relatives. 

The trip was also filled with talk of po- 
tential trade between Cuba and Illinois. That 
was the point of it. The small but influential 
anti-Cuba lobby, based primarily in Miami, 
at last has a counterweight in the shape of 
mid-west farmers (and related agribusiness- 
es) who have been hit by low prices. The 
private groups represented in the governor's 
delegation tell the story: John Deere, Cater- 
pillar, Archer Daniels Midland, the Illinois 
Corn Growers Association. 

The Illinois House of Representatives 
was the first state legislature to pass a unani- 
mous resolution calling for Congress to lift 
the banon the delivery of food and medicine 
to Cuba, a country that imports roughly 
$800m a year in food products, some from as 
far away as New Zealand. American farmers, 
closer and more efficient, reckon 
they could quickly gain much of 
that market. Farmers have long 
complained that they carry a dis- 
proportionate share of the cost of 
America’s foreign policy. The Ag- 
riculture Department reckons 
that food embargoes around the 
globe cost them $1.2 billion a 
year. 

Mr Ryan is not alone. Earlier 
this autumn, the Senate voted 70- 
28 to tack an amendment on to 
the annual agricultural appropri- 
ations bill that would have end- 
ed all prohibitions on the sale of 
food and medicine and required 
congressional approval for any 
such sanctions in the future. The amend- 
ment, sponsored by John Ashcroft, a Repub- 
lican from Missouri, and supported by a bi- 
partisan coalition of other farm-belt 
senators, ran into anti-Castro fury in the 
House and was left out of the final farm bill. 
But the same senators hoped to pass it as a 
separate measure at the end of October and 
to try to persuade the House again next year. 
These actions suggest “a silent seismic shift” 
in thinking towards Cuba, says Philip Peters, 
vice-president of the Lexington Institute and 
a former State Department official in the 
Reagan and Bush administrations. 

Any change in the embargo will have to 
come from Washington. But the trip has 
done Mr Ryan no harm in Illinois. Local 
farmers feel they are being listened to, and 
local Latinos mostly seem to have approved 
of the trip (the complaints came from Flori- 
da). There is still some doubt as to how Cuba 
would ever pay for all those imports from Il- 
linois, if they appeared; the regime is as des- 
perate for hard currency as ever. But Illinois 
is at least standing ready, at the head of the 
line, for the day when the gates open. 
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World Experts on Economics, 
Trade and Investment 


World Economic and Social 
Survey: Trends and Policies 
in the World Economy - 
Financial Development in 
the Globalizing World 
Authoritative and reliable, the 1999 
World Economic and Social Survey 
offers unique insight and in-depth 
analysis of the state of the world’s 
economic and social situation, UN 
experts examine, among other issues, 
financial activity and development in a 
globalizing world; the functioning of 
banks; capital markets in developing 
and transition economies; bringing financial services to the poor and 
venture capital in developing and transition economies. The forecasts, 
lucid descriptions and extensive statistical annexes, make this book an 
essential tool for all, especially those involved in economics, 
international trade and finance. 
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World Investment Report: 

Foreign Direct Investment 
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and the challenge of development. 

The Report also describes the world’s 

100 largest transnational corporations 

(TNCs), the 50 largest TNCs in 

developing countries and the 25 

largest TNCs in Central and Eastern Europe. Other areas of focus 
include an analysis of the momentum for an increasing globalization 
of economies through FDI and recent developments in bilateral and 
regional investment agreements. 

E.99.ILD.3 9211124409 1999 590pp. $49.00 


Trade and Development Report: Fragile Recovery 
and Risks - Trade, Finance and Growth 

A valuable resource, for those involved in international business and 
economic development, the Trade and Development Report 1999, 
examines current performance and prospects in the world economy. Ir 
offers reflections on the Asian financial crisis and discusses the Euro 
and the international financial system. The report also examines 
asymmetries in the international trading and financial systems which 
continue to hamper growth prospects in developing countries. 
E99ILD.1 9211124387 1999 180pp. $45.00 
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ADMISSION TO 
GRADUATE COURSE FOR 
JULY 2000 INTAKE 


The Master of Social Sciences (Economics) programme 
offered by the Department of Economics is a full-time 
programme designed to equip students with an indepth 
understanding of economic theories and their applications 
in order to excel in research and analysis in the public and 
private sectors. Graduates will also be strongly prepared for 
a Ph.D. programme in Economics, whether local or 
overseas. Applications from Singaporeans and foreigners 
are invited for admission to the academic year 2000-2001 
commencing on 10 July 2000. 


Admission Requirements 

Applicants seeking admission to the course must have 

obtained either: 

(a) a bachelor’s degree in Economics or Statistics with 
at least second class honours; or 

(b} a bachelor’s degree in Economics and at least 2 years 
of relevant working experience; or 

(c) such other qualifications and experience as the Senate 
may approve. 


Length of Course 
The minimum period of study is 2 semesters (1 year) and 
the maximum period of study is 4 semesters (2 years). 


Financial Assistance 

Scholarships such as the NUS ASEAN Graduate 
Scholarships, ADB-JSP Scholarships and Goh Keng Swee 
Scholarships are available on a competitive basis. 





For enquiries, please call Tel: 874 3950 or email at 
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Graduate Programmes 
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Singapore 117570 


Application materials can also be downloaded from the following 
internet address: http:/Awww.fas.nus.edu.sg/gsa/advert.htm| 





The clos g date for application is Monday, 31 January 2000 























Gary Bauer's glass door 


Wie you think of Gary Bauer’s politics, you have to 
admit that the man has pluck. Mr Bauer is slight and short— 
five-foot-six to be exact—in a party that shops at Big and Tall. He is 
also a proletarian in a party that is increasingly dominated by 
monied dynasties. Yet this son of an alcoholic caretaker is still in 
the race, and on October 28th he happily did battle in New Hamp- 
shire with the heir to a publishing fortune, his natural debating 
skills honed by years of defending what he regards as simple 
truths against the ridicule of sophisticates on radio and television. 

Mr Bauer is proof of the continuing influence of the religious 
right on American politics. His campaign shares an office building 
with a clutch of high-tech companies; he talks intelligently about 
the way that interest groups are 
corrupting politics. But you only 
have to walk through his office 
door (which has had a glass pan- 
el inserted into it so that hecan be 
observed whenever he has deal- 
ings with his female aides) or 
shake hands with his campaign 
workers (who have the irritating 
cheerfulness that comes with be- 
ing born-again) to realise that he 
occupies a different world from 
regular politicians. “I'm not here 
as a presidential candidate,” he 
likes to declare on the campaign 
trail. “I'm here as a sinner, at the 
foot of the cross, saved only by 
the blood of Christ.” 

This sort of talk was enough 
to give Mr Bauer both a national 
profile and a national organisa- 
tion. (The Family Research Coun- 
cil, which he took over in 1988, 
built up a mailing list of 400,000 and an annual income of $14m,) It 
was also enough to give him a respectable fourth place in the lowa 
straw poll in August. Mr Bauer’s fortunes should have enjoyed yet 
another boost on October 25th when Pat Buchanan, a rival for the 
affections of social conservatives, left the Republicans for the Re- 
form Party. But it was hard to talk to him the next day without sus- 
pecting that being a champion of the religious right can be a prison 
as well as a springboard. 

Cornered in his office, Mr Bauer is keener to talk about the vir- 
tues of the flat tax and the evils of China than he is about bathing 
in the blood of Christ; and he mentions Ronald Reagan, a presi- 
dent remembered more for his economic than his moral agenda, 
so frequently that you get the impression that the Gipper has 
agreed to accept a post as his running-mate. All candidates need to 
broaden their appeal, of course. But Mr Bauer's keenness to change 
the subject suggests that the religious right is not the source of intel- 
lectual and emotional energy that it used to be. The armies of righ- 
teousness, which once threatened to overwhelm the Republican 
Party, are downcast and despondent. 

One paradoxical reason for their current despondency is what 
might be called the sanctification of politics. When George W. 
Bush talks of helping the poor through churches rather than gov- 
ernment, and Al Gore describes himself as a “child of the King- 
dom”, God’s true anointed lose their cachet. And this sea-change 
in public debate has been accompanied by an improvement in 
key cultural indicators. The murder rate is at its lowest since 1967. 
The number of aips cases has decreased by more than 50% since 





1993. The welfare rolls have been reduced by 46.5% since 1994. 
There are now 243,000 fewer abortions a year than there were at 
the beginning of the decade. It is harder to get exercised about 
slouching towards Gomorrah when the slouching seems to be go- 
ing in the opposite direction. 

Yet there are many social conservatives who worry that they 
have snatched defeat from the jaws of victory. For anyone who be- 
lieves that abortion is murder, even reduced numbers are an 
abomination—particularly as seven of the current Supreme Court 
judges were appointed by Republicans. Many hardliners are con- 
vinced that they have been used as foot soldiers of the Republican 
revolution but then consigned to the sidelines. The Republican 
leaders in the House of Represen- 
tatives are currently working 
hard to prevent conservatives 
from attaching abortion restric- 
tions to appropriations bills. 

The religious right is divided 
over its relationship with main- 
stream politics, reliving, in a pe- 
culiar quirk of cultural history, 
the divisions that tore apart the 
radical student movement in the 
late 1960s. Ralph Reed, who did 
more than anyone else to turn the 
Christian Coalition into a politi- 
cal force, is the leader of the “long 
march through the institutions” 
school. He is now an influential 
adviser to George W. Bush. Paul 
Weyrich, head of the Free Con- 
gress Foundation, is the head of 
the rejectionist school. He was so 
disgusted by the general reaction 
to the Clinton scandal that he de- 
cided the best tactic for Christians was to retreat from the world. 
“We need some sort of quarantine.” 

The religious right is also divided over a more immediate issue: 
whether to rally behind Mr Bauer or Steve Forbes. The battle be- 
tween the twois arguably the bloodiest thing going on in politics at 
the moment, and is about to get bloodier still, as the candidates 
battle it out in the socially conservative states of Louisiana and 
Alaska. Mr Bauer accuses Mr Forbes of being a Johnny-come-late- 
ly to social conservatism: his 1996 campaign ignored the subject 
entirely. There are also lots of rumours of dirty deeds. Mr Bauer 
had to install his glass door because his former campaign chair- 
man, Charles Jarvis,complained that Mr Bauer was spending time 
behind an opaque one with a female assistant. Mr Jarvis subse- 
quently joined Mr Forbes’s campaign. 

The glass-door affair has obviously shaken Mr Bauer. Itcannot 
be easy competing with Mr Forbes’s millions and Mr Bush’s ex- 
traordinary political machine. On the other hand, Mr Bauer clear- 
ly has a fighting chance against Mr Forbes, if not against Mr Bush, 
and he clearly likes showing the rich kids what he’s made of. The 
better he does in the next few months, the more chance he has of 
influencing Mr Bush, who has already sounded many themes that 
delight social conservatives (albeit shorn of the blood-and-thun- 
der rhetoric that sends them into the highest ecstasies). Jesse Jack- 
son’s two presidential campaigns transformed him from a spokes- 
man for an interest group into a national political figure. In Mr 
Bauer’s dogged campaign, America could be witnessing the mak- 
ing of a Jesse Jackson of the right. 
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Progress Report for Investors 





Europe's largest bond market expands in first year of EMU 
Pfandbriefe outstanding climb to €1,019 billion 
Jumbo Pfandbriefe outstanding advance to €272 billion 
New developments attracting international investors 


Mortgage banks record solid growth in first half 1999 
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VERBAND DEUTSCHER HYPOTHEKENBANKEN 
ASSOCIATION OF GERMAN MORTGAGE BANKS 



























































THE PFANDBRIEF 


internationalizing Europe's largest bond market 


The Pfandbrief market 
surges forward in 
Europe and beyond 





Since its launch in May 1995, the Jumbo Pfandbrief mar- 
ket has surpassed all expectations in terms of its size, 
liquidity and international appeal. A segment of the market, 
which started life requiring that Jumbos have a minimum 
size of DM1 billion (roughly € 500 million), is now increas- 
ingly seeing new issues of €2 billion and more ~ even up to an 
issue of €5 billion launched at the end of August by AHB. 


Overall, new issue sizes in the Jumbo Pfandbrief market 
now average some €1.4 billion, which is twice as high as 
the average recorded in 1998. It is also considerably higher 
than in all other segments of the European bond market 
except the government sector. As of March 1999, the aver- 
age volume of individual government bonds was €3.99 
billion, with agency issuers averaging € 0.79 billion, supra- 
nationals € 0.2 billion, and bank bonds € 0.04 billion. 


The launch of large benchmark issues in the Pfandbrief 
market has helped the segment to solidify its position as 
the largest individual component of the European bond 
market, which now has a total volume of some €3.9 trillion. 
Of this total, Pfandbriefe con- 
tribute in excess of € 1 trillion, of 
which €786 billion are accounted 
for by Public Pfandbriefe and €233 
billion by Mortgage Pfandbriefe. 


bond indices 


Following a record year in 1998, in 
which more than DM450 billion ẹ#8ọ 
(€225 billion) were issued, the — 
Pfandbrief market is on course for 
chalking up another record in =60 
1999. By the end of July, around 
€177 billion had been raised 
through Pfandbriefe this year. 40 


The importance of this German 
paper within the broader Euro- 
pean bond market is most graphi- 
cally illustrated by the share 
which the segment currently com- 
mands within a number of Euro- 


non - Morgan 
a pean bond indices. The Pfandbrief : 
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Pfandbriefe as a part of major Euroland 
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is now an instrument which no index-tracking fixed-income 
fund manager can afford to overlook. 


With some 270 issues outstanding, the Jumbo market is 
virtually the only market segment in Euroland offering an 
entire yield curve over a homogeneous class of issuers. 
This is another factor adding to the Pfandbrief’s creden- 
tials as a benchmark investment. For investors this means 
that they will always find an issue close enough to their 
desired maturity. 


Liquidity, liquidity, liquidity 


Aside from its anchor role as a European benchmark, a 
number of other key elements have helped to broaden the 
appeal of Pfandbriefe to international investors since the 
launch of the Jumbo sector. Foremost among these is the 
vastly improved level of liquidity. Volume in the secondary 
market has been supported by a wide range of liquidity- 
enhancement mechanisms. Each Jumbo Pfandbrief issue 
must be supported by a committed group of at least three 
market-makers, each of which is required to quote two- 
way prices at all times. To qualify as a Jumbo Pfandbrief, 
the issue size must be at least € 500 million, and €125 mil- 
lion is now the minimum size for re-openings. 

The enhancement of liquidity in the Jumbo Pfandbrief mar- 
ket was also supported following the commitment made by 
17 banks in 1998 to act as repo dealers on Pfandbrief issues 
for which they had acted as lead managers. These banks 
are committed to providing quotations for repo and reverse 
repo transactions with a bid-ask spread of 25 basis points 
for maturities ranging from spot to one month. Since this 
initiative was taken, the Pfandbrief repo market has 
attracted an increasing number of large investors. 


In addition to enhanced liquidity in the Pfandbrief market, 
non-German institutional investors 
have also been attracted to the sec- 
tor following the introduction of 
internationally recognized sales 
and distribution techniques in the 
new issue market. Today, Jumbo 
Pfandbriefe typically feature road- 
shows in Europe, the US and Asia, 
with pricing often determined fol- 
lowing a bookbuilding process and 
bonds distributed via a syndicate 
of banks. 


W@Pfandbriefe 


In aggregate, these developments 
have fostered a profound change in 
the distribution of Pfandbriefe. In 
1996, it was estimated that no more 
than about 10% of outstanding 
Pfandbriefe were held by overseas 
investors, a share which by 1998 
climbed to some 20%. Although 











this was an impressive rise, it still IE 
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meant that international investors remained far more influ- 
ential in the bund market than they were in the Pfandbrief 
sector. Analysts have viewed this as an aberration because 
in an environment of falling yields, Jumbo Pfandbriefe 
offered investors a generous pick-up over government 
paper of between 20 and 30 basis points, combined with a 
track record of unsurpassed safety. 


A clear reflection of this solidity is the fact that 94% of out- 
standing Jumbo issues have a triple-A rating from at least 
one of the international rating agencies. Addressing a con- 
ference on the Pfandbrief market in London in September, 
Dr. Karsten von Kéller, president of the Association of 
German Mortgage Banks, pointed out that “not even the 
government bond markets of the EU countries can, as a 
whole, point to such high quality ratings.” 


Internationalization gathers momentum 


To date, 1999 has proved to be a pivotal year in terms of 
international participation in the primary Pfandbrief mar- 
ket. In a number of the new, globally-targeted issues which 
have been launched this year, up to 80% of the bonds have 
been placed with institutions outside Germany. 


The increased participation of non-German investors in the 
| Pfandbrief market in 1999, of course, has had much to do 
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with the launch of the euro, With institu- 
tional investors in Euroland no longer 
exposed to currency and interest rate 
risk when investing within the euro- 
zone, the safety, yield and liquidity in 
the Pfandbrief market have encouraged 
investors to increase their weightings in 
Pfandbriefe. 






Moody's 


But Pfandbriefe are also becoming 
increasingly popular among investors 
from well beyond Euroland. At the 
London conference the president point- 
ed out that “outside Europe, too, we 
note a growing interest, especially in 
Japan and other parts of Asia.” Inten- 
sive roadshows in Asia by the leading 
mortgage banks have been a significant 
spur to increased demand from this 
region, and the Association opened a 
liaison office in Tokyo this year. 


In the same address he conceded that 
the participation of US investors in the 
Jumbo Pfandbrief market has, to date, 
been more restrained, “not least 
because under the present cireum- 
stances US investors see no need for a 
currency diversification.” Neverthe- 
less, the response to a number of 
recent new issues has suggested that 
demand by US investors is also rising, 
with some transactions seeing 10% or more placed among 
US institutions. 


While 1999 has therefore been a pivotal year in terms of 
the expanding size of the Jumbo Pfandbrief market, another 
important development has been the growing diversifi- 
cation of the sector. More than 90% of all Jumbo Pfand- 
briefe outstanding are backed by public-sector loans. But 
Jumbo Mortgage Pfandbriefe are also increasingly attract- 
ing international investors. In April, for example, Euro- 
hypo broke new ground when it launched an innovative €2 
billion Jumbo Mortgage Pfandbrief, the first Mortgage 
Pfandbrief ever issued in the format of a global bond. 


Pfandbrief-like systems emerging in Europe 


If growing demand for Public as well as Mortgage Pfand- 
briefe among international investors is one clear signal of 
the increased global understanding and recognition of the 
product, another is the enthusiasm with which countries 
besides Germany are embracing the concept and develop- 
ing their own models for the establishment of Pfandbrief- 
like instruments. 


Spain and France have been at the forefront of this process 
in 1999. Several Spanish bank issuers have launched Cedu- 
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las Hipotecarias, bonds covered by mort- 
gages. France is poised to follow suit, with 
a number of issuers lining up Obligations 
Fonciéres, covered by mortgages or 
public-sector loans. OFs are similar but by 
no means identical to Pfandbriefe. Also 
waiting in the wings are issuers from 
Luxembourg, which in 1998 passed a 
law allowing for the issue of Pfandbrief- 
like bonds, or Lettres de Gages, by banks 
domiciled in the Grand Duchy. Switzerland 
and Austria have been home to small 
Pfandbrief markets, while Finland, 
Ireland and others are contemplating 
legislation to establish Pfandbrief-like 
securities. 


The Association welcomes the initiatives 
taken throughout Europe aimed at estab- 
lishing flourishing and liquid markets for 
Pfandbrief-variant bonds. This is because a 


Results in first half 1999 


Solid performance in 
lending and issuing 


Germany’s private mortgage banks again 
bolstered their lending and Pfandbrief 
issuance in the first half year of the euro. 
New loan commitments totaled € 114.2 bil- 
lion, a 19.1% inerease over the comparable 
year-earlier figure. Public-sector loans 
grew by 23.4% to € 87.3 billion, mortgage 
loans by 7.2% to € 26.9 billion. Lending in 
other EU markets, especially in Great 
Britain, France, the Netherlands and 
Spain, was up 138.1% to €3.7 billion. 
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broader and more diversified Pfandbrief- 
like market in Europe can only help to 
bolster the overall size, liquidity and eredi- 
bility of the instrument. It is, however, 
essential that investors recognize that 
there are considerable differences between 
the individual markets which are now 
emerging in Europe. 


For the foreseeable future, the Pfandbrief 
market will continue to be the broadest of 
its kind in Europe. In spite of the success 
of the Jumbo sector, traditional Pfand- 
briefe continue to offer a high degree of 
diversification for investors. The low-risk 
characteristics of these bonds are identical 
to those of the more liquid products, while 
the yield which compensates for their rela- 
tive illiquidity as well as their flexibility 
for tailor-made structured issues are higher 
than in the Jumbo market. 






Funding volume rose by 18.6% to €129.4 
billion, outpacing the growth of the market 
as a whole. Issuance of Public Pfandbriefe 
posted a strong increase of 15% to some 
€ 82.3 billion. Pfandbrief sales benefited 
from the advent of the euro which prompted 
many international investors to realign and 
diversify their portfolios. 


Overall, the Pfandbrief further strength- 
ened its position as Europe’s largest bond 
market. The volume of all Pfandbriefe out- 
standing in June 1999 stood at around € 1 
trillion, of which some 60% had been issued 
by Germany’s private mortgage banks. 
Jumbo Pfandbriefe outstanding soared by 
€ 63 billion to €270 billion, with the average 
issue size rising to over €1 billion. 
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Association of 
German Mortgage 
Banks 


HypoVereinsbank AG, München 


Deutsche Hyp, Frankfurt and 
Hamburg 


Eurohypo Aktiengesellschaft, 
Frankfurt and Lübeck 


RHEINHYP, Frankfurt 
Hypothekenbank in Essen AG, Essen 


Deutsche Genossenschafts- 
Hypothekenbank AG, Hamburg 


Allgemeine Hypothekenbank AG, 
Frankfurt 


Berlin-Hannoversche Hypotheken- 
bank AG, Berlin and Hannover 


WESTHYP, Dortmund 
Bayerische Handelsbank AG, München 
Württemberger Hypo, Stuttgart 


Rheinboden Hypothekenbank AG, 
Köln 


Dexia Hypothekenbank Berlin AG, 
Berlin 


Süddeutsche Bodencreditbank AG, 
München 


Münchener Hypothekenbank eG, 
München 


Deutsche Hypothekenbank {Act.-Ges.), 
Hannover 


Nürnberger Hypothekenbank, 
Nürnberg 


BfG Hypothekenbank AG, Frankfurt 


Schleswig-Holsteinische Landschaft 
Hypothekenbank AG, Kiel 


Wüstenrot Hypothekenbank 
Aktiengeselischaft, Ludwigsburg 


WL-Bank, Minster 


Dusseldorfer Hypothekenbank AG, 
Dusseldorf 


M.M. Warburg & CO Hypotheken- 
bank AG, Hamburg 


HKB Hypotheken- und Kommunal- 
kredit-Bank AG, Hallbergmoos 


Guest member: 
Deutsche Schiffsbank AG, Bremen 


For further information about 
the Pfandbrief please contact: 
Association of German Mortgage 
Banks (VDH), Bonn, Germany 
Fax (+49-228) 9 59 02 44 

eMail: vdh@hypverband.de 


Tel. (+81-3) 5532 8921 


Tokyo liaison office: 
Fax (+81-3) 5532 8367 Ps 
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A fresh start for Argentina 


BUENOS AIRES 


Fernando de la Rua, Argentina’s president-elect, promises ‘“consensus- 
building”. He has little choice. When he takes office on December 10th, he will 
be arguably the weakest president in his country’s history 


N THE sober aftermath of 

his victory celebrations, 
the man who brought to an 
end ten years of Peronist rule 
by winning Argentina’s presi 
dential election on October 
24th looks to have only a fragile 
hold on power. Arrayed against 
Fernando de la Rua, who bagged 
48% of the vote, is the Senate, 
which is still controlled by the 
Justicialist (Peronist) Party, and a 
large swathe of the lower house 
of Congress, where his Alliance 
coalition emerged four deputies 
short of a majority. In the regions 
too, his opponents dominate: Pero- 
nists now hold 14 of the 24 provincial gover- 
norships, independents two others. 

This was not the sweeping victory Mr de 
la Rua had hoped for. He beat his Peronist ri 
val, Eduardo Duhalde, by a margin of over 
ten percentage points. But the Alliance’s fail 
ure to take Buenos Aires province, Argenti 
na’s richest and most populous, with over a 
third of the country's population, was an un 
expected blow: polls had given the Alliance’s 
candidate, Graciela Fernandez Meijide, a 
clear lead, but she lost by seven percentage 
points. This was also a setback for Raul Al- 
fonsin, leader of Mr de la Rua’s Radical Party 
(the biggest bit of the Alliance) and the local 
bigshot, who failed to galvanise the Radical 
vote on his home turf. Given that some vot- 
ers opted for Mr de la Rua as president while 
choosing a rival for governor, victory be- 
longs more to Mr de la Rua than it does to the 
Alliance as a whole. 

Shortly after his victory, Mr de la Rua de- 
clared that “consensus-building” would be 
one of the main themes of his new govern 
ment. He is not the only one who will need to 
reach out to the opposition. Many leading 
Peronist governors will also be up against 
provincial legislatures that are in the hands 
of their opponents. 

If the task ahead is the grey slog of negoti 
ation and compromise, rather than the bold 
and colourful gestures that characterised the 
decade in office of the outgoing president, 
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Sunny spell for de la Rua 


Carlos Menem, then Argentina has found 
the right man for the job. Mr de la Rua has 
turned his lack of charisma into his trade- 
mark. He deliberately said little during the 
campaign, apart from promising to guaran- 
tee economic stability. A 62-year-old lawyer, 
he describes his hobbies as “things related to 
wildlife, the sky and the weather’. His main 
achievements as a member of Congress in- 
clude promoting laws on sport, indigenous 
rights and organ transplants. Mr Menem’s 
exit, says Manuel Mora y Araujo, a pollster, 
marks the end of “politics as a branch of 
show business”. 

This should be good news for Argentina. 
Mr de la Rua’s plans are suitably unambi 
tious. He will create a couple of new minis 
tries -for instance, one for public works 
while abolishing several smaller secretariats. 
He is giving no hints about the shape of his 
cabinet, though he will want to have a team 
in place before international agencies revise 
Argentina’s credit rating in mid-November. 

By then, he should also have revealed his 
first economic plans. These will include 
amendments to next year’s budget and mea 
sures to improve efficiency, particularly 
ones to make the privatised monopolies cut 
the high prices they charge for consumers. 
The Alliance reckons it needs to lop $2 billion 


off public spending to get the public ac- 
counts back in shape. That will be less pain- 
ful if the economy recovers. Though cpp is 
set to shrink by 3.5% this year, Mr de la Rua’s 
good fortune is to have won justas the reces- 
sion appears to have reached bottom— 
enabling him to be fortuitously associated 
with the rebound. 

The other big test will be his promised 
war on corruption. As mayor of 
Buenos Aires, Mrde la Rua man 

aged quietly to shelve plans he 
had originally trumpeted for a 
cleansing of the bureaucracy. 
This time, he will be under pres- 
sure from Frepaso, the Radicals’ 
left-leaning partner in the Alli- 
ance. Its decision two years ago 
to unite with the moribund 
Radicals was crucial to Mr de la 
Rua’s victory: that Frepaso had 
never been in government lent 
credibility to the Alliance's 
claims to be corruption-free. 
But Frepaso itself is reeling from 
the defeat of Mrs Fernandez Mei- 
jide. Mr de la Rua may offer her a 
cabinet job as consolation. But the bulk 
of the plum posts will go to the Radicals. 
As for the Peronists, this was the worst 
election in their history—even though they 
defied the gloomiest predictions of whole- 
sale defeat. Mr de la Rua’s victory owes much 
to the unresolved conflict between Mr Me- 
nem and Mr Duhalde, who struggled unsuc- 
cessfully to free himself from the president's 
poisonous embrace. That battle is far from 
over. While Mr Duhalde’s defeat has left him 
critically wounded, he seems determined to 
take Mr Menem down with him. “I do not 
feel lam the father of the defeat,” he declared 
defiantly this week. 

Mr Menem’s supporters have already 
announced his intention to run again, plas- 
tering Buenos Aires with posters declaring 
“Menem 2003. The country needs him”. A 
day later, the Duhalde camp replied with its 
own posters, parodying the “Menem did it” 
catchphrase with which the outgoing presi- 
dent had sought to trumpet his own achieve- 
ments: “De la Rua president. Menem did it”. 

While these two slog it out, other poten- 
tial Peronist leaders, such as Carlos Reute- 
mann, govemor of Santa Fe province, Jose 
Manuel de la Sota, governor of Cordoba, and 
the freshly elected governor of Buenos Aires, 
Carlos Ruckauf, are likely to lie low. For the 
moment anyway, they have no wish to rock 
Mr de la Rua’s boat. 

Yet, even as Argentina looks set to em- 
bark on an unprecedented period of politi- 
cal co-operation, the spirit of helpfulness 
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will not last. In 2001, there will be elections to 
replace a third of the Senate, giving the Alli- 
ance the chance to win control of the upper 
house, and the Peronists the opportunity to 
regroup. Mr de la Rua will have to build his 
consensus while he can. 

s 





Colombia 
No More! 


BOGOTA 


SPERANZA LOPEZ, a waitress in Bogota, 

marched defiantly through the streets of 
the Colombian capital with a placard 
gripped tightly in her hand. It bore a photo- 
graph of her son, Gesid, one of nearly 500 sol- 
diers and policemen currently held captive 
by guerrillas of the Farc, one of the country’s 
two left-wing guerrilla groups. Not far be- 
hind her strode Maria Helena Duque, a Bo- 
gota housewife, leading her French poodle. 
“Tve never marched before,” she said, “but 
you have to add your grain of sand.” 

The protest marches that took place in 
towns and cities across the country on Octo- 
ber 24th were an extraordinary outpouring 
of popular exasperation with violence in a 
country where over three decades of fighting 
have more often bred apathy and indiffer- 
ence. The organisers claimed that up to 10m 
people—over a quarter of the population— 
took part; even if the real figure was closer to 
5m, as seems probable, this was still breath- 
taking. Waving white flags 
and green peace ribbons, 
the protesters marched un- 
der one simple slogan, No 
Mas! (No More!): no more 
kidnapping, no more atroc- 
ities, no more war. 

Exasperation has come 
toa head in part because the 





War fatigue 
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kidnappings have become so indiscriminate 
and frequent that ordinary Colombians feel 
increasingly vulnerable. But the current 
economic recession, the worst for over 75 
years, has also sharpened frustration. One in 
five Colombians who leave the country 
these days does not return. 

The No Mas! movement itself has been 
gathering pace since the spring, when rebel 
gunmen hijacked an airliner and raided a 
church ina posh suburb of Cali, kidnapping 
over 200 people. “We have woken from the 
nightmare of apathy, indifference and fear,” 
says Francisco Santos, a newspaper editor 
and member of a powerful media family, 
who helped organise the march. 

Though the protesters know clearly 
enough what they want—peace—there is no 
consensus on how to achieve it. On the very 
day of the marches, guerrillas from the FARC 
and representatives of the government were 
sitting down to negotiate for the first time, 
meeting in Uribe, a mountain town in the 
demilitarised zone. Stalled for months, these 
talks are now based on a broad agenda, 
whose 12 points range from land reform and 
environmental policy to oil. About the only 
subject not up for discussion is a ceasefire. 

Which is one reason why so many ordin- 
ary Colombians have so little faith in the ne- 
gotiations. A poll published just before the 
marches took place showed that only 16% 
believed the Farc was negotiating in good 
faith, and 80% thought President Andres Pas- 
trana was mishandling the search for peace. 

It is difficult to see how the display of 

public fatigue at a conflict 
that has killed 35,000 people 
over the past decade alone 
can be translated into a 
force to end the violence. 
The left-wing guerrillas and 
the right-wing paramilitar- 
ies, who are responsible for 
most of the 1,000 deaths of 
civilians so far this year, are 
all largely rural movements. 
As such, they are impervi- 
ous to the sort of city-based 
demonstrations that took 
place this week. 
Indeed, violence, kidnapping and extor- 
tion have escalated since January in tandem 
with the talks about talks. In scattered pat- 
ches, over half the country is in the hands of 
illegal armies, the vast majority held by the 
FARC. Most of its leaders are in no mood to 
surrender either territory or weapons, or the 
drugs trade that sustains the struggle. They 
have ruled out a ceasefire until agreement is 
reached on the other issues. 

As for the government, it is already 
fiercely criticised for having made too many 
concessions, not least by clearing the vast de- 
militarised zone of troops and, in effect, 
handing it to the rebels to run as their fief. 
Though many Colombians want to give 
peace a chance, there is still a camp urging 


the government to crush the guerrillas, with 
the help of the $500m a year in military aid 
that Mr Pastrana has requested from the Un- 
ited States. As long as the Farc believes it 
cannot be beaten by force, runs this argu- 
ment, it will never take peace talks seriously. 
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Uruguay 
Stirring 


MONTEVIDEO 


HE sleepy capital of Montevideo has 

been rudely disturbed. A few days before 
Uruguayans were to go to the polls to choose 
a new president, the man they seemed likely 
to select was not the candidate of either of 
the two parties that have dominated politics 
for the past century and a half. He was Ta- 
bare Vazquez, a Marxist and, incidentally, an 
internationally respected cancer specialist. 

The latest polls give Mr Vazquez, a for- 
mer mayor of Montevideo and head of the 
Broad Front, a left-wing coalition formed in 
1971 by Communists and Christian Demo- 
crats, a nine-point lead over his nearest rival. 
In second place is Jorge Batlle of the Colo- 
rado Party, which has governed Uruguay for 
mostof the country’s independent life—cur- 
rently in coalition with its old rival, the Na- 
tional Party, known as the Blancos. 

Mr Vazquez’s present score in the opin- 
ion polls, were it matched in the real election 
on October 31st, would not be enough to se- 
cure him the presidency at once: he would 
need half of all votes cast to avoid a run-off 
on November 28th. Until recently, most ob- 
servers assumed that he would lose a second 
round, because supporters of the Blancos 
and the Colorados would unite behind asin- 
gle candidate. But the logic now seems more 
doubtful. 

Although the Blancos and Colorados, 
friends in government, have similar policies, 
each has always competed against the other 
in elections. If supporters of one party were 
asked to vote for a member of the other, they 
might well revolt. The parties were formed 
shortly after the birth of the nation in 1828, 
and family loyalty to either one is tradition- 
ally passed down through the generations. 
Party rivalry descended into civil war in the 
19th century, and the folk memory of this 
still lingers among some older voters. 

Moreover, Mr Vazquez’s most probable 
opponent in a run-off, Mr Batlle, looks frag- 
ile. He comes from a distinguished family: 
his father and grandfather were both presi- 
dents, and his great-uncle, Jose Batlle y Ordo- 
fez, was an even more notable historical fig- 
ure, having nationalised swathes of the 
economy and helped to create the welfare 
state at the beginning of the century. But the 
latest of the Batlle dynasty has failed in four 
previous attempts at the presidency. Nor 
does he earn much affection for proposing 
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ideas such as the abolition of index-linked 
pensions—-economically sensible, but elec- 
torally suicidal in a country where almost a 
quarter of the voters are over 60. 

With the economy in recession—cpp is 
expected to shrink by 2.5% this year—Uru- 
guayans are more taken by Mr Vazquez’s 
promises of government-led employment 
creation, His supporters also hope that the 
victory on October 24th of the centre-left Al- 
liance in neighbouring Argentina, just across 
the River Plate, will inspire voters to back 
change. Six months ago, a run-off would 
have produced a clear victory for Mr Batlle; 
now, says Factum, a local pollster, the out- 
come is uncertain. 

Would a Broad Front victory in the presi- 
dential and the legislative elections, to be 
held the same day, usher in radical change in 
the government's economic policy? Possibly 
not. The party has done little revolutionary 
during its decade in control of Montevideo’s 
city council. Under Mr Vazquez, it increased 
social spending. But it also slimmed the pay- 
roll, sold several city-owned enterprises and 


















put some services out to private tender. 

In short, the Broad Front stands for a dis- 
tinctively Uruguayan brand of socialism, a 
mix of protest against the country’s limited 
economic liberalisation and nostalgia for 
better times. This plays well with a popula- 
tion that has fond memories of the first half 
of the century, when the country’s cattle and 
sheep almost made Uruguay an economy to 
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be reckoned with—and the national football 
team twice won the World Cup, 

In any event, Mr Vazquez’s opponents 
are hardly arguing for unfettered free-mar- 
ket reforms. Uruguayans are generally proud 
of their welfare state, which has helped to 
give them some of the best social indicators 
on the continent. Though economic growth 
may not have reached Argentine heights, 
Uruguay is the only Latin American country 
where inequality has not increased over the 
past decade. Voters seem happy with contin- 
ued state control of industries such as water, 
electricity and oil. Almost three-quarters of 
them opposed the privatisation of the state 
telecoms company in a referendum in 1992. 

Some onlookers believe the Front’s econ- 
omic plans would be unsustainable. But Ga- 
briel Oddone, an economist at the Univer- 
sity of the Republic, is more sanguine. “If the 
Front wins, it will simply mean a touch more 
social concern, and a touch less economic 
adjustment,” he suggests. “This is a country 
where there is no room for madness.” 





VANCOUVER 


ACK in the 1920s, when the United 

States had Prohibition, quite a few Ca- 
nadians grew rich running booze over the 
border to intoxicate their neighbours. Now 
they are trying their luck with marijuana. 
Over the past decade, British Columbia 
has earned a reputation for growing the 
most potent marijuana in North America. 
The drug is said to be the province’s most 
lucrative export crop, worth an estimated 
| C$z billion ($1.4 billion) a year. 
Given British Columbia’s cool soggy 
| climate, this may seem odd: the strongest 
cannabis generally comes from tropical 
countries, such as Jamaica. No longer. The 
sophisticated growers of British Columbia 
use plant genetics and “active indoor hy- 
droponic technology”, some of it comput- 
er-controlled, to achieve higher yields and 
potency. Whereas Jamaica's strongest gan- 
ja contains 12% tetrahydrocannabinol, the 
compound that produces a “high”, the 
new stuff from British Columbia has, on 
average, 15-20%. This has made “sc bud” 
America’s pot of choice. 

The incentive to export is great. A 
pound of potcan fetch about $6,000 in Cal- 
ifornia, up to twice what it fetches in Can- 
ada. So British Columbia’s cannabis farm- 
ers find ingenious ways to smuggle south 
most of the estimated 800 tonnes they 
grow each year. The United States border 
patrol reckons that dope-smuggling has 
soared tenfold in the past two years alone. 

Another reason for this booming ex- 
port business, grumble the Canadian and 








American police, is the leniency of British 
Columbia's courts. Plenty of people are 
prosecuted: the police laid 2,329 charges for 
growing and trafficking marijuana in 1997, 
and have stepped up their efforts since. 
But, according to the Vancouver Sun, only 
one in five of those convicted of growing 
marijuana in Vancouver over the past 
three years received a jail sentence. One in 
four served no time in jail, and paid no fine; 
and 58% received a fine that averaged less 
than C$2,700. The average pot grower, who 
pockets C$150,000-250,000 per crop, treats 
such light fines, complains one Canadian 
policeman, “simply as the cost of doing 
business—a business licence”. 

Nor do locals seem much bothered. 
Many British Columbians smoke pot regu- 
larly,or have atleast tried it.In a recent poll, 
no less than 63% thought possession of 
marijuana should be decriminalised, more 
than in any other Canadian province. 

Marijuana is still considered by many 
to be a relatively harmless drug grown by 
ageing hippies with beards and beads. In 
fact, the industry has become big, sophisti- 
cated and nasty, and is increasingly run by 
organised criminals. Gangs use specialised 
technicians to grow hundreds of cannabis 
plants at a time; clandestine “dial-a- 
harvest” teams pick the crops, and aa 
anetwork of brokers market the 
product in  America—and 
bring back guns and cocaine. 
The gangs are not shy of protect- 
ing their interests; 15 people in 
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the dope business have been killed in Can- 
ada in the past three years. l 

Trouble is spreading. Recently, a mem- | 
ber of Parliament from Quebec, Yvan Lou- 
bier, was given 24-hour police protection 
after he had exposed a racket in his constit- 
uency. He claimed that gangs of pot grow- 
ers were forcing local farmers to let them 
hide plantations in the middle of their 
sprawling fields of com, sometimes by 
threatening the lives of their families. Mr 
Loubier said that, on a recent flight, he | 
could see a dozen patches of pot not far | 
from Montreal, each with between 40 and 
2,000 plants. | 
Just as the United States was angry | 


about Canadian whiskey-smugglers 80 
years ago, it is increasingly edgy about can- 
nabis today. In May, the State Department | 
took the unprecedented step of consider- 
ing placing Canada on its narcotics black- 
list—alongside Myanmar—for not doing 
enough to combat the drugs trade. Nothing 
came of it after Canada protested. But, as 
one Mountie says, “It’s embarrassing that 
we get a wake-up call from the us to say 
that we have a seri- 

ous problem.” 


















Business isn't business-as-usual anymore. 




















When you attend a general management program at Kellogg, you become part of one of the world’s best institutions 
for managerial studies. Our courses are constantly evolving to keep pace with the ever-changing challenges you face. 
And unlike other schools, you'll learn from the leading thinkers and educators in today’s business world. Our programs 
are taught by senior Kellogg faculty; learned professionals who are at the very top of their disciplines. Our integrated 

approach to learning will give you the edge you need and the skills tor your expanding leadership and managerial role. 














February 13-March 10, 2000 or June 18-July 14, 2000 A 


Designed specifically for general managers and senior functional executives who soon will have general man- 

agement responsibility. Participants come from a wide variety of industries and countries and have 15 to 25 years 

of broad management experience, The program emphasizes general management skills with a strong focus 

on strategy development in a highly competitive, uncertain global environment. Change management and 
leadership are also emphasized. Tan | 


PCM EAO e Ea April 30-May 19, 2000 or July 16-August 4, 2000 | 


Offers executives a broad perspective on the functions of management and a fuller understanding of the 

concepts and tools required for higher-level responsibilities. Participants should have 10 or more years of 
experience with the potential for senior-level management in either staff or line positions. It is also an ideal 
| program for entrepreneurs and owners of small companies. 
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Call 847-467-7000 for a detailed brochure today! 
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NEW YORK CITY AIRPORT PRIVATIZATION 


REQUEST FOR PROPOSALS 


The New York City Economic Development Corporation (EDC), on behalf of the 
City of New York, is issuing a Request for Proposais (RFP) for an operator of the 
City's two airports: LaGuardia and John F. Kennedy International. The City seeks 
responses from interested firms on the best long-term arrangement to improve 
the quality and competitiveness of the airports, both before and after the Port 
Authority ot New York & New Jersey's (PA) lease expires in 2015. 


















































MALTA SHIPBUILDING CO. LTD. 


Invitation for Expressions of Interest 





Malta Shipbuilding Co. Ltd. in which the Government of Malta 
has.a. majority interest, is in the process of reorganising its 
operations to become more commercially viable. The yard 
occupies an area of 150,000 sq. m. of land adjacent to the sea in 
Malta’s main harbour. Ir has a dry dock measuring 290 x 50 
metres and 400 metres of deep-water quays. The yard also has a 
covered engineering workshop with an area of 30,000 sq. m. and 
is well equipped for the building of sea vessels of various sizes. 





The relationship with the selected provider would begin upon designation. The 
provider would initially serve as a consultant, advising on airport matters and 
planning for airport development. When the PA's lease expires, the provider 
would become the long-term operator, manager and development coordinator of 
the airports. 





Although Malta Shipbuilding is geared mainly for the building of 
ships, it is considering branching our in other heavy engineering 
activities that can be carried out more economically in an 
industrial area adjacent to the sea. 


There will be an informational meeting on November 15, 1999, at 2:00 pm. in the 
4th floor conference room at EDC, 110 William Street, New York, NY 10038. 





Complete guidelines and submission requirements are set forth in the RFP, which 
is available trom EDC. To obtain an RFP or to RSVP for the informational 
meeting, please submit your name, address and telephone number to Cheryl 
Eimore, Director, Contract Administration and Procurement, by telephone at 
(212) 312-3969: by mail to EDC at the address listed above; or by e-mail to 
info@newyorkbiz.com, Please refer to AP-1199 in the subject line. RFP 


We therefore invite expressions of interest from prospective 
“strategic partners who can see an opportunity in teaming up with 
Malta Shipbuilding to exploit the advantages which Malta in 
general and our shipbuilding yard in particular can offer. 





The ideal partner. will need to have obvious financial strengths 
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and a successful record in running a heavy engineering business responses are due by 2:00 p.m. December 15, 1999. 
commercially, l 
Please register your interest by writing to: ca 
. How York City 
as 5 Economic Development 
The Chairman City of New York Corporation 


Malta Shipbuilding Co. Ltd. Tel. No: (356) 231335 
P.O. Box 5 Fax No: (356) 233662 
Valletta - Malta E-mail: mscldo@melita.net 


John S, Chatsty, Chaman 
Michael G, Catey, President 






Rudolph W. Giuliani, Mayo: 
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A royal hand for kissing, or shaking 





Morocco’s brave new king 


RABAT 


King Mohammed makes friends with dissidents in the Rif mountains 


REAKING a bad tradition established by 

his father, Morocco’s new king, Moham- 
med vı, has carried the monarchy back to 
the country’s north. The last time that King 
Hassan, who died in July, went to the Rif 
mountains was in 1959, when he took his 
army to quash a revolt. After that, he all but 
abandoned the north. Today, the country’s 
province nearest to Europe is one of its most 
marginalised and deprived, with graduates 
peddling single cigarettes on the streets. 

The ruins of Abdelkarim Khattabi’s rebel 
base at Ajdir lie in the mountains. Abdel- 
karim launched one of Africa’s first wars of 
independence, in 1919, but no plaque is to be 
found in his honour. King Hassan frowned 
at turning a Berber emir, whose Rif republic 
lasted five years, into a national hero. For 70 
years, memories of him were suppressed. 

Yet the people turned out in their hun- 
dreds of thousands to hail their 37-year-old 
king when he paid an 11-day visit tothe north 
that ended last week. The disabled lunged at 
him from their wheelchairs, hoping contact 
with a royal hand, or foot, might cure them. 
Others, preferring political miracles, said he 
was healing the divide between the Rif and 
Rabat, the capital. The king talked of a multi- 
ple Moroccan identity, which was taken to 
mean Arab, Berber, French and Jewish. He 
held a “meeting of reconciliation” with 
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Abdelkarim Khattabi’s son, returning from 
life-long exile in Cairo, and promised to ren- 
ovate the ruins of Ajdir. 

Throughout his reign, King Hassan con 
centrated power and wealth in the central 
and coastal plains of the former French pro- 
tectorate. Forty-three years after indepen- 
dence, the colonial carve-up has left Moroc 
co a bit of a sandwich: a rich French filling 
between two Spanish crusts, the Rif and the 
disputed Western Sahara. But now King Mo- 
hammed has set about reversing the north’s 
isolation by inaugurating work on a Medi 
terranean highway (backed by the 
European Union), an internation- 
al airport and a football stadium 
to boost Morocco's hopes of play 
ing host to the 2006 World Cup. 


Will investment alone be 
enough to convert the traditional A Re 4l as / MOROCCO 
bilad as siba, the land of dissi- 3 
dence, into royalist turf? In the CANARY: ANOS 
A é q (ToSpain) ø 
short term, Rifians might find state ‘7, 2 
interference threatening. The ab- ye 
sence of government control has J taayoune 


spawned a black market of bil- 
lions of dollars. The Rif is said to be 
the world’s largest exporter of 
hashish. It lives partly by smug- 
gling people and drugs through 
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Melilla, and partly on the remittances it re- 
ceives from hundreds of thousands of (often 
illegal) migrants in Europe. 

Moreover, Morocco’s experience in 
Western Sahara suggests that money does 
not necessarily buy love. It has poured cash 
into that desert territory, but remains deeply 
wary of local opinion. It has repeatedly de- 
layed a planned uN referendum that would 
let the Saharawis decide their own future. 

Members of the new king’s new team of 
advisers argue that the government's heavy- 
handed security policies are largely to blame 
for separatist tendencies. King Hassan, they 
say, sought to contain such movements by 
force, sometimes imposing martial law and 
banning political parties. But repression 
only exacerbated resentment. 

Certainly, Rifians today refer to the Ara- 
bic-speaking civil servants posted to the ad- 
ministrative centre of Al Hoceima as settlers; 
southern officials complain of racism. Along 
the roads crossing the Rif, the Berber revival- 
ist symbol, resembling an upturned pitch- 
fork, is engraved into trees. An increasingly 
strident language movement is demanding 
that the Berber tongue, Tamarzight, be 
taught in schools. And, for all the joy at the 
king's visit, once his motorcade had moved 
on, defiant youths were vowing never to 
abandon their aspirations for a Rif republic. 

And, indeed, the king’s visit did not en- 
tirely dispel the notion that Rabat rules by 
force. Military convoys, stretching back for 
miles, chugged after the king, and soldiers 
ringed the towns where he stayed. Some lo- 
cal leaders, holding out against the general 
euphoria, complained that the king had re- 
turned like his father, leading an army. And 
they noted that Driss Basri, the interior min- 
ister who has commanded Morocco’s secu- 
rity forces for 20 years, kept close to the king’s 
side every step of the way. 

For all that, there are signs that a real 
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AL BAYDA 


HE landscape suggests Italy, Spain or 

Greece. Azure seas and sandy beach- 
es give way to rugged hillsides scented 
with thyme and rosemary. In the cooler 
hill-top air, the brushwood fades into 
fields of wheat and barley. Although it is 
the end of summer, enough grass remains 
for farm horses to be out to pasture. Yet 
less than 100km (60 miles) away, in the 
wastes of the Sahara, there is not enough 
scrub to feed the scrawniest camel. 

Jebel Akhdar, Green Mountain in Ar- 
abic, has always been a region apart from 
the rest of Libya, and not just because of its 
climate. For a start, it is just 300km south of 
Crete, and over 1,000km from Tripoli, Lib- 
ya’s capital. From Pharaonic times until the 
end of the second world war, it was often 
considered a separate country—to the ex- 
tent that 100 years or so ago it was being 
touted as a possible homeland for the Jews. 

Whereas Phoenicians and Romans co- 
lonised western Libya, Greeks, encouraged 
by the oracle at Delphi, were the main set- 
tlers in Jebel Akhdar. Herodotus visited the 
area, known as Cyrenaica after its capital 
Cyrene, just a few years before it first be- 
came a republic. To this day, the fair- 
skinned villagers of Susa (ancient Apollo- 
nia)claim Greek ancestry. 

Indeed, throughout Jebel Akhdar, peo- 
pleseem to have inherited an independent 
streak. They criticise the regime far more 
readily than the cowed Tripolitans. Over 
sickly mint tea in the village café or lunch 
among friends at home, talk turns inevita- 
bly towards government caprice and bu- 
reaucratic inefficiency. A shopkeeper tells 
a joke about the one functional match- 
stick in each box of Libyan matches. An 
employee at a state-owned company com- 
plains that he has not been paid for five 
months. Even when it arrives, he says, his 





Libya’s fair-skinned nonconformists 


salary of 200 Libyan dinars ($90 at the 
black-market rate) a month barely feeds 
his family. He supplements their diet by 
fishing in the sea each afternoon. 

His friend, a local functionary, is bol- 
der, even confiding his hopes for a second 
revolution, since the leader of the first, 
Muammar Qaddafi, treats the whole coun- 
try “like a toy”. In Al Bayda, the main town 
in the region, residents roll their eyes at 
each new parade in celebration of the revo- 
lution’s 30th anniversary. Nobody seems 
to pay much attention to the omnipresent 
“popular committees” that constitute the 
crux of the revolutionary system. 

The contempt is mutual. Al Bayda was 
fora time the capital of the Sanussi dynasty 
that Colonel Qaddafi overthrew in 1969, 
and the new regime transferred power 
from Jebel Akhdar’s elite to the tribesmen 
of the interior and the townsfolk of Tripoli. 
The region remains the centre of resistance 
to the government. Whenever rumours 
emerge of public demonstrations, or the at- 
tempted assassination of an official, they 
inevitably come from Jebel Akhdar or Ben- 
ghazi, the nearest big city. 

The security forces have checkpoints 
every 20km or soalong the main roads. Lo- 
cals point out scorched hillsides, the result, 
they say, of fighting between Islamist guer- 
rillas and the government in 1996. The gov- 






ernment, needless to say, denies that there 
is or was any problem—and even oppo- 
nents of the regime admit that armed resis- 
tance has now dwindled to the odd shoot- 
out between policemen and diehard insur- 
gents hiding in the hills. 

These days, most people concentrate 
their thoughts on matters economic. The 
recent lifting of the seven-year-old United 
Nations air embargo has brought hopes of 
an imminent tourist boom. But at the cliff- 
top ruins of Cyrene, the only foreigners 
scrambling over the temples, baths, 
theatres and tombs are a team of Italian ar- 
chaeologists. On the shore below, with its 
deserted beaches and spray-splashed Byz- 
antine churches, there are no foreigners at 
all, and no facilities to cater to them. Even 
in Benghazi, Libya’s second-biggest city, 
the hotels are a centrally planned flourish 
of broken lifts, leaking lavatories and bol- 
shie chambermaids. 

The truth is that Jebel Akhdar’s econ- 
omic woes, like those of all Libya, have 
more to do with bad management than 
outside interference. And not even their 
centuries of independent heritage can save 
the local people from that. 








change could be under way. Since his acces- 
sion, the king has been steadily reducing Mr 
Basri’s authority. In September, the minister 
was stripped both of his intelligence net- 
work and of overall responsibility for West- 
ern Sahara. Moroccan journalists have start- 
ed calling him the “artichoke” as the king 
plucks away his powers, one by one. 

The new king has, in fact, achieved more 
in his first three months than most dared 
predict. His advisers talk excitedly of con- 
structing a European-style liberal democ- 
racy, in which Moroccans are citizens, not 
subjects. And, to the chagrin of his father’s 
ageing mandarins, when King Mohammed 
moves among the crowds, he holds out his 
hand hoping it will be shaken, not kissed. 
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iran 


Contrariness 


TEHRAN 


ENDING fences with the western 

world is a hazardous business for 
Iran’s President Muhammad Khatami. His 
official visit to France this week would have 
taken place in the spring, when he visited 
Italy, had there not been a kerfuffle at home 
over the wine that France wanted to serve at 
a state banquet. Similarly, Iran’s reformist 
president might have liked to go on from 
France to Germany, but Helmut Hofer, a 
hapless German businessman, still lan- 
guishes in a Tehran prison on charges con- 


nected with an earlier accusation that he 
had had sex with a Muslim woman. 

France figures large in the president’s 
plans for detente. Parts of Iran’s constitution 
owe as much to France as to Islamic law, and 
older Iranian aristocrats speak French as 
comfortably as they do Persian. French oil 
firms have been bold in challenging Ameri- 
can sanctions. The late Ayatollah Khomeini 
found refuge in France. But nowadays Paris 
is headquarters to the National Council of 
Resistance, the political wing of the armed 
Iranian opposition based in Iraq. Despite 
tight security, some of Mr Khatami’s 
planned activities have had to be curtailed. 

The prize dwarfing all others would be a 
rapprochement with the United States. But 
here things are moving backwards, if at all; 
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Iranian hardliners are sharpening their teeth 
for November 4th, which will be the 2oth 
anniversary of the takeover of the American 
embassy in Tehran. The Americans, for their 
part, have been indulging in heavy-handed 
diplomacy, with a warming of stern reprisals 
if Iran refuses to co-operate in the inquiry 
into the 1996 bombing of an American mili- 
tary complex in Saudi Arabia—a threat, 


Sudan 


thundered Iran’s supreme leader, Ayatollah 
Ali Khamenei, that “was a sign of America’s 
arrogance and dictatorial policies.” 

Can there be an Iranian-American rec- 
onciliation? Some analysts believe that Iran’s 
conservatives are determined to prevent a 
rapprochement on Mr Khatami’s watch but, 
were they themselves in power, they might 
welcome the benefits of restored relations. 


Through the looking glass 


Plenty of peace initiatives around but no peace in sight 


N THEORY, peace in Sudan is within 

reach. The outlines of a workable deal are 
on the table. All sides have signed up to the 
principle of keeping state and religion sepa- 
rate, and allowing the right to self-determi- 
nation. The army and the Sudan People’s 
Liberation Army (spa) are both exhausted 
by a war that has dragged on for more than 
16 years, and there is general agreement that 
neither side can win outright. Yet, at least for 
the time being, carrying on fighting seems 
the more comfortable option. 

Sudan’s philosopher-ruler, Hassan Tur- 
abi, has strengthened his personal grip on 
the country. Ten years after the military 
coup that brought his National Islamic Front 
(NiF) to power, he is emerging triumphant 
from a protracted power struggle. He con- 
trols the ruling party, appoints the cabinet, 
and has reduced President Omarel Bashir to 
little more than a figurehead. 

Despite this, Mr Turabi has not achieved 
his main aim of creating an Islamist state. 
Repression has failed to break the loyalty of 
most Sudanese either toold-established sec- 
tarian parties (notably the Umma and the 
Democratic Unionist Parties), or to regional 
and ethnic groupings. If an open election 
were held, it is doubtful whether the NiF 
could get much more than its 5% in the last 
free multi-party contest, in 1986. 

On the battlefield, every front is a stale- 
mate. The government had hoped that Eri- 
trea and Ethiopia, now at war with each 
other, would be obliged to stop their support 
of the Sudanese opposition, the National 
Democratic Alliance (NDA). In fact, neither 
country has abandoned the npa. And, al- 
though the government is contemptuous of 
the srLa’s fighting ability, it has failed to cap- 
italise on the rebel army’s disorganisation. 

Economically, Sudan is in such deep 
trouble that it is difficult to see how the gov- 
ernment—indeed any Sudanese govern- 
ment—can extricate itself. The external debt 
is $17 billion. The current-account deficit is 
something like $700m. Much has been made 
of the new oil exports, but they are unlikely 
to bring much relief since Sudan’s creditors 
will simply ask it to pay a bit more than the 
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5% interest that it has to provide at present. 
From this cul-de-sac, Sudan’s leaders 
opened two windows to peace earlier this 
year. President Bashir signalled his readiness 
to talk to the spa under the auspices of the 
Inter-Governmental Authority on Develop- 
ment (IGAD), a north-east African regional 
group. Meanwhile, Mr Turabi met the prime 
minister he had deposed, Sadiq el Mahdi, 
leader of the Umma Party, in a bid to wean 
some of the conservative forces in the NDA 
back to the government's side. This initiative 
has since been taken up energetically by the 





All mine, claims Turabi. But for my half-dozen options, suggests Garang 


Libyan government. 

The npa is a coalition of parties with 
widely divergent agendas and strategies, un- 
ited only in their distrust of the Khartoum 
government, distrust that is deepened by Mr 
Turabi’s new supremacy. It is made up of the 
sPLA plus the northern politicians who were 
driven from power in 1989. Although the 
sPLA Claims to be fighting for a unified, secu- 
lar and democratic Sudan, the great majority 
of its members are separatists at heart. Once 
peace began to look like a genuine option, 
the cracks within the NDA grew even wider. 

The secular opposition parties, especi- 
ally in the south, were delighted by the dec- 
laration of principles that emerged from the 
IGAD negotiations. The declaration stated 
that Sudan should be a secular state or, fail- 
ing this, that the south should be able to exer- 
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cise the right of self-determination. But for 
Mrel Mahdi, and some of his colleagues, sec- 
ularism is akin to atheism, and self-determi- 
nation equals secession—which is no less 
sacrilegious. The Libyan peace bid has avoi- 
ded any statement of principles, and both 
Mr Turabi and Mr el Mahdi may see it as a 
way of achieving a reconciliation of conser- 
vative Islamists that would take secularism 
and self-determination off the agenda. 

The spta’s leader, John Garang, has 
played his cards badly. His big achievement 
was to force the government to sign the IGAD 
declaration, and thus concede the southern- 
ers’ right to self-determination. But when he 
met Egypt’s President Hosni Mubarak last 
year, Mr Garang also signed a new “Cairo 
declaration” that conspicuously omitted to 
mention self-determination: Egypt is ada- 
mant on Sudanese unity. Moreover, Mr Ga- 
rang has confused his followers by both ac- 
cepting and rejecting the Libyan initiative. 
Madeleine Albright, America’s secretary of 
state, who met Mr Garang in Kenya last 
week, reaffirmed America’s backing for the 
IGAD initiative, and its opposition to the Lib- 
yan bid. But there seems to be no coherent 
American policy behind such statements. 

The divisions within the NDA were high- 
lighted after a commando attack in Septem- 
ber on the government’s new oil pipeline. 





The NDA guerrillas chose to strike at Atbara, 
deep in the heart of northern Sudan, far from 
any front line. Although the physical dam- 
age to the pipeline was easily repaired, the 
political damage to the government was im- 
mense, showing that the npa could strike at 
will and that the government's hope of econ- 
omic salvation through oil was vulnerable. 
But then, astonishingly, Mr el Mahdi 
apologised for the attack. This reawakened 
speculation that he and other conservative 
NDA leaders plan to make up with Mr Tur- 
abi, in the expectation that an isolated spa 
would then have to sue for peace. In fact, the 
prospect of an Islamist-conservative coali- 
tion would strengthen separatist sentiment 
in the south. The opposition’s disunity does 
not point the way to peace. 
— = 
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Angola 


Snapping the 
backbone 


LUANDA 


FTER nine months of stagnation and 
stand-off, Angola’s civil war hasentered 
anew phase. Wary of over-hasty triumphal- 
ism, the government waited until its main 
objectives had been achieved before going 
public about “Operation Restoration”, the 
military offensive it launched against Jonas 
Savimbi’s uNrTA rebels some six weeks ago. 
On October 20th, the authorities an- 
nounced the capture of rebel strongholds at 
Andulo and Bailundo, along with a string of 
other towns in the provinces of Malange, 
Kwanza Sul, Bie, Huambo and Moxico. Be- 
fore this announcement, any journalist who 
so much as mentioned “war” was threat- 
ened or even beaten up. Now that the gov 
ernment has had its first big success since the 
fighting resumed in December 1998, journal- 
ists are urged to talk of nothing else. 

On the day of its announcement, the 
governmentescorted crews from Portuguese 
and Angolan television to Bailundo, UNrTA’s 
symbolic capital, which is said to have fallen 
to the army a month ago. The next day, the 
cameras were taken north to Andulo, which 
for the past five years has been unrra’s mili- 
tary and political headquarters. It was occu- 
pied by the army on October 17th. 

Angola’s state-controlled television was 
gleeful in reporting UNrTA’s losses in a way 
that was clearly intended to humiliate and 
denigrate Mr Savimbi. In Andulo, the cam 
eras dwelt on the rebel leader’s black leather 
office chair, his double bed ,even the exercise 
bicycle “that will have helped him to run 
faster,” gloated the commentator. 

However, the most telling revelation of 
these televised images was that, contrary to 
expectations, both Bailundo and Anduloap- 
pear to have emerged from the government's 
offensive virtually unscathed. In Bailundo, a 
few buildings had lost their roofs. In Andulo, 
there appeared to be no structural damage at 
all. The clipped topiary bushes in front of Mr 
Savimbi’s house are still immaculate. 

The capture of unrra’s strongholds was 
clearly not the result of the intense fighting 
that rebel communiqués had led people to 
believe. It appears that UNITA, evaluating the 
strength of the government's build-up and 
air power, opted for a tactical withdrawal, 
taking most of its heavy weapons, and the 
civilian population, with it. By the time the 
army arrived, Andulo was a ghost town. 

The rebels are believed to have with- 
drawn to the east, to an area on the border 
between Bie and Moxico provinces. Several 
towns in eastern Moxico—Luau, Luacano 
and Lumbala Nguimbo~are listed among 
the governments recent captures. The 
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army’s push into eastern Moxico, which was 
partly launched from over the border in 
Congo, is intended to sever the rebels’ supply 
lines, and to seal some of their escape routes. 

UNITA Officials, contacted by satellite 
telephone, at first denied the loss of their bas- 
tions. However, after the broadcasts from 
Andulo, the rebels were obliged to admit 
that they had abandoned their headquar- 
ters. It is now thought that they will revert to 
what they have always done best: guerrilla 
warfare. International oil and diamond 
companies, operating concessions awarded 


ANNERS in Freetown, Sierra Leone's 

capital, proclaim the country to be on 
the “Rod to Pis”. It is at least on the way to 
some sort of calm. Four months after an 
agreement between the rebels and the 
government to end nearly 
a decade of civil war, the 
UN Security Council has 
agreed to post 6,000 peace 
keepers there, and rebel 
leaders are taking up jobs 
in the government. 

Most of the UN's peace- 
keepers will be Nigerians, 
with, perhaps, some Ken- 
yans and Indians. Nigeria, 
which suffered huge losses 
when it rallied to the de- 
fence of the Sierra Leonean 
government earlier this 
year, has been dissuaded 
from withdrawing its troops. The new 
force will be smaller than the current West 
African one but better supported. Ameri- 
ca has promised it $26m, plus $120m in aid 
and debt-relief for Sierra Leone if peace 
holds. Britain, Canada and others have 
pledged money and logistical help. 

Foday Sankoh, an important rebel 
leader, has been given the plum job that 
was promised him, controlling the coun- 
try’s diamond and bauxite resources. But 





Sierra Leone’s trailing path to peace 








A plum for Sankoh 


by the government, are growing twitchy at 
the threat of attack. A UNITA spokesman has 
declared that the rebels will now make the 
capital, Luanda, their target. 

It is unclear how the government will 
follow up its military victories. The army is 
sending signals that it will not call off the of- 
fensive until “unrta’s backbone has been 
snapped”. In 1994, when Mr Savimbi was on 
the point of possible capture, the politicians 
signed a peace agreement and ordered the 
soldiers to halt their advance. The rebels 
used the ceasefire to rearm in preparation for 
the current bout of fighting. The generals do 
not want to give their political masters time 
to make the same mistake again. 

But the only durable solution to Angola’s 
problems is a political settlement. Now that 
it is in a position of strength, the Angolan 
government is likely to come under enor 
mous pressure, from at home and abroad, to 
reverse its policy of refusing to negotiate 
with UNITA ever again. It can now afford to 
be seen to be generous, people will say, and it 
will be urged to offer the rebels a ceasefire 
and the chance of reviving the peace accords 
negotiated in 1994. However, it is most un 
likely that the government will again agree to 
negotiate with the tricky Mr Savimbi. 

. 


his lieutenants, and a rival rebel chief, 
Johnny Paul Koroma, are disgruntled 
about the relatively junior cabinet posts 
trade for one, tourism for another -that 
they have been palmed off with. 

The government and 
the peacekeepers face 
enormous tasks. Sierra Le- 
one comes lowest in nearly 
every ranking of countries 
according to their social 
and economic develop- 
ment; hundreds of thou 
sands of people have been 
displaced, and 45,000 ex 
combatants need to be re- 
settled. Disarmament has 
only just begun and the uN 
troops will find it hard to 
separate rebels from their 
weapons. Even the offer of 
$300 for a turned-in gun has attracted few. 

Though the capital, Freetown, is rela- 
tively calm, fighting between rebel groups 
in parts of the countryside is preventing 
aid workers from getting help to civilians. 
“There’s no division between Freetown 
and the rest of the country,” said Julius 
Spencer, the information minister on Oc 
tober 26th, “just communications pro 
blems.” But sooner or later the road to 
peace will have to find its way up-country. 
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As you can see, the Eurofighter Typhoon handles 
superbly at all levels. Its multi-role capabilities 
are second to none. But what's most appealing 
for NATO partners is its 
ability to open doors. 


In addition to inter- 











forces, it also opens the doors to the Eurofighter 
programme organisation in Europe. Once inside, 
nations will be partners, joining Germany, Italy, 
Spain and the United Kingdom. With full access 
to the programme structure, management, time 


scale and budget, Norway, Greece and others 
































the European defence pillar. But, it is not only 
Western Europe’s security that would benefit. 
Through strategic industrial co-operation 
and access to technology, so would national 
economies. There's no defence alternative in 
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The war in Chechnya is threatening to unsettle the whole region 


T IS probably the smallest embassy in the 

world and almost certainly one of the 
most desperate. Two rooms, some junk- 
shop furniture and a large flag, in a tatty of- 
fice building in the Georgian capital, Tbilisi, 
are the closest formal link that embattled 
Chechnya has with the outside world. 
Chechnya’s envoy, Hizir Aldamov, is in dip- 
lomatic limbo: the Georgian authorities do 
not recognise him formally, but consult with 
him frequently. 

There is plenty to talk about. Not only is 
his own self-proclaimed country at war. The 
whole Caucasus is on edge. Georgia faces a 
general election on October 31st that may in- 
crease instability. This week Azerbaijan's 
foreign minister, engrossed both in oil-pipe- 
line diplomacy and the business of trying to 
make a lasting peace with Armenia, sudden- 
ly resigned. And on October 27th, Armenia’s 
prime minister, Vazgen Sarkisian, a fierce na- 
tionalist, was shot dead in his own parlia- 
ment (see next page). 

Mr Aldamov has no less important is- 
sues to consider. For a start, keeping open 
Chechnya’s border with Georgia, which is 
only 87km (54 miles) long. So far, Chechens 
can still cross it more or less at will—assum- 
ing they are fit enough to follow tracks over 


THE ECONOMIST OCTOBER 3OTH 1999 


snowy mountains, dodging the Russian air 
force. But this tenuous link is now Chech- 
nya’s only land connection with the outside 
world. The West, though deploring Russia’s 
use of force tocrush the rebel statelet, is reluc- 
tant to get involved. Chechnya may be at 
war with Russia, but legally, western diplo- 
mats in Moscow glumly argue, the dispute is 
an internal matter. 

Georgia, itself constantly fearful of Rus- 
sian interference in its own affairs, does 
what it can, discreetly, to help its much 
smaller neighbour. Chechen dignitaries en 
route to other friendly countries such as Tur- 
key get vir treatment at Tbilisi airport. Geor- 
gia’s president, Edward Shevardnadze, who 
this week restated his desire to get his coun- 
try into NATO, has firmly rejected Russia's re- 
quest to station troops on his side of the bor- 
der, but promised to stop men of fighting age 
crossing in either direction; no one, however, 
expects them to pay much attention. Georgia 
also wants Russia to close down the two mili- 
tary bases it still has on Georgian soil. 

As usual in war, ordinary people are suf- 
fering as much as the soldiers. The Interna- 
tional Committee of the Red Cross says that 
about 180,000 refugees have fled the state. 
Many are living squalidly in tents and rail- 


way wagons. As the temperature drops from 
chilly to freezing, their plight will worsen. 
Russia has grudgingly allowed international 
relief agencies to start helping them in neigh- 
bouring bits of Russia, but has sealed the bor- 
der with Chechnya itself, claiming that aid is 
being stolen. 

Inside Chechnya, things are far worse. 
Grozny’s wounded civilians are said to be re- 
ceiving only the scantiest treatment. On 
October 21st, an air attack hit a maternity 
hospital and a marketplace in Grozny, kill- 
ing scores of people. Such incidents seem, so 
far, to be hardening Chechen resolve. 

The arrest in Moscow last week of Mair- 
bek Vachagaev, Chechnya’s envoy there, 
suggests little interest on Russia's side in a 
negotiated settlement. A slightly more hope- 
ful note was sounded on October 23rd after a 
clutch of leaders of other Russian republics 
in the northern Caucasus, who are broadly 
loyal to the Kremlin, got together. Ingushe- 
tia’s leader, Ruslan Aushey, is best placed to 
mediate. North Ossetia’s leader, Alexander 
Dzasokhov, is more strongly tied to the Rus- 
sians. But they all urged Boris Yeltsin, Rus- 
sia’s president, to talk to Aslan Maskhadov, 
his Chechen counterpart. Russia insists, 
however, that various Chechens must be 
handed over first. The commander of Rus- 
sian forces in Chechnya has put a bounty of 
$1m on the head of Shamil Basaev, viewed in 
Moscow as the Chechens’ top terrorist. Such 
demands make it all but impossible for Mr 
Maskhadov to parley. 

But, though Russian forces are closing in 
on Grozny, they are far from victory. The 
Chechens’ forces are hitting back hard when 
attacked. A fierce battle was under way this 
week in Bamut, a Chechen stronghold in the 
south-west. Most Chechen fighters are still 
waiting to take on the Russians. “Just you 
wait a couple of months,” says Mr Aldamov, 
Chechnya’s man in Tbilisi. “We'll take some 
prisoners, and the Russian mothers will 
come crying to us saying, ‘Give us back our 
sons.’ The difference between us and the 
Russians is that they like to live and we like to 
die. We will win, but with huge losses.” 

The outlook, for both sides, is bleak. By 
besieging and bombing Grozny and other 
towns, Russia may tum most of Chechnya 
into a freezing, hungry, depopulated ruin, 
and then, come Christmas, declare victory. 
Continuing guerrilla resistance in the remot- 
er parts of the country would be denounced 
as terrorism, and provide an ideal reason for 
further repression, in Chechnya and per- 
haps elsewhere, if anti-Russian feeling along 
the southern rim should spread. 

Besides, the war has so far met with ap- 
proval in the Russian heartland. The govern- 
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| OR a small, embattled people, the Ar- 
| menians have a record of settling inter- 
nal scores in dramatic ways. Their 1,700- 
year-old church, for example, was split 
down the middle by a murder in New York 
in the 1930s. But this week’s shoot-out in 
Armenia’s parliament in Yerevan, the capi- 
tal, where the prime minister, Vazgen Sar- 
kisian, along with the speaker, Karen De- 
mirchian, and at least six other people 
were killed, must rank as one of the more 
extraordinary moments in the nation’s tor- 
tured history. 

It was anyone’s guess (and inevitably, 
plenty were being offered) what prompted 
half a dozen gunmen to burst into the as- 
sembly, rake it with automatic fire and 
then hold the entire legislature hostage for 
a night. One attacker, Nairiu Unanian, had 





_ Armenia’s high noon 


briefly been a member of Armenia’s ultra- 
nationalist Dashnak party, whose roots go 
back to the nation’s pre-Soviet indepen- 
dence; but the party, which dreams of re- 
claiming bits of Turkey and Georgia, firmly 
dissociated itself from the attack. Mr 
Unanian’s comments on local television 
were unilluminating: “We have no de- 
mands, we want the people to live well.” 

The crisis was artfully defused by Presi- 
dent Robert Kocharian, a veteran of the 
wars over his native Karabakh, whose sol- 
dier’s build and calm, steely manner mark 
him out as a troubleshooter from central 
casting. He promised the gunmen a fair 
trial and “no violent treatment’. In due 
course they were seen leaving the building 
in a bus flanked by armoured cars. 

The politicians who died were the 


president's rivals. Mr Sarkisian, a former 
defence minister, had teamed up with Mr | 
Demirchian, Armenia's party boss in Sov- 
iet times, to form an opposition coalition 
that had prevailed in a bitterly fought gen- 
eral election this summer. But Mr Sarkisian 
could have provided the president with 
crucial support in selling to sceptics the 
terms of a settlement of the Karabakh pro- 
blem—presumably based on creating a 
very loose federation out of Karabakh and 
the rest of Azerbaijan. 

In a region where real conspiracies can 
be even darker than imagined ones, people 
were soon speculating about a Russian plot 
to sabotage this Karabakh peace process. 
Russia’s close military ties with Armenia— 
reinforced recently by the dispatch to Yere- 
van of fighter aircraft and anti-aircraft sys- 
tems—are kept alive by the Armenian- 
Azeri conflict. Who in Moscow, it was 
asked, would want it solved? 








ment has become much more popular. In 
the Caucasus, Georgians and Azeris fear that 
Russia may be tempted to throw its weight 
around beyond its borders. One of two Rus- 
sian-backed breakaway regions within 
Georgia, South Ossetia is showing signs of 
making more trouble. The Georgians suspect 
Russia may give another boost to Abkhazia, 
the other region that has rebelled against 
Georgia. Russia can also, say twitchy Geor- 
gians, cut off gas supplies. 

And all this tension is heightened as 
Georgia faces a general election. Mr Shevard- 
nadze’s supporters, who have had an out- 
right majority in parliament, say Russia is 
backing the party of his main opponent, As- 
lan Abashidze. If he did well, even without 
winning, he could make it harder for Mr 
Shevardnadze to keep his grip. 

Some Georgians close to their president 
think Russia still hopes to set up a new group 
of Caucasus states, including breakway ones 
such as Abkhazia, which 


cepted that its influence in the Caspian is 
waning. Some cynics suggest, however, that 
Russia’s price for behaving better in the 
southern half of the Caucasus, and over Cas- 
pian oil, is that the West must let it crush its 
disaffected peoples inside its southern fron- 
tier. If that is so, poor Chechens. 





Turkey 


On the crest of 
the wave 


ANKARA 


A TURKISH officials dust down the red 
carpet for President Bill Clinton and 50 
other bigwigs expected at a diplomatic ex- 
travaganza in Istanbul next month, there is 
an unmistakable spring in their step. With a 





would look to the Kremlin for 
succour. “Certainly, the Rus- 
sian army has never got used 
to the idea that our countries 
are independent,” says one ad- 
viser. If nothing else, the war in 
Chechnya has reminded 
Georgian voters that Mr Shev- 
ardnadze’s pro-western policy 
carries risks—of incurring Rus- 
sia’s wrath. 

But the rest of the world 
still has no coherent plan, ei- 
ther for Chechnya or for the 
wider Caucasus. Strobe Tal- 
bott, Bill Clintons man for 
Russia, visited Armenia and 
Azerbaijan this week. There 
are hopes in Washington (see 
next article) that Russia has ac- 
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bit of luck, reckon the Turks, the summit of 
the Organisation for Security and Co-opera- 
tion in Europe could be just what they need 
to round off a year of military and political 
successes. 

On the security front, the capture last 
February of the Kurdish rebel leader, Abdul- 
lah Ocalan, is continuing to pay dividends. 
In response to his appeals for peace from 
death row, a group of eight rebels said this 
week that they would turn themselves in, 
even though a previous batch of fighters 
who surrendered earlier this month have 
been jailed and charged with serious crimes. 

In the diplomatic arena, Turkey hopes 
the European Union is about to accept it for- 
mally as an official candidate to join the club. 
If that happens, it will be partly thanks to 
pressure from the White House, which has 
been working to encourage a breakthrough 
in Turkish-eu, and more specifically Turk- 
ish-Greek, relations to coincide with Mr 
Clinton’s swing through a re- 
gion that is often tense. 

Amid the flurry of prepara- 
tions for the Istanbul gathering, 
two other geopolitical prizes, 
keenly desired by both Ameri- 
ca and Turkey, are hoving into 
view: possible agreement on an 
endlessly mooted pipeline to 
carry oil from Azerbaijan to 
Ceyhan, on Turkey’s southern 
coast, thus keeping Caspian en- 
ergy resources out of Russian or 
Iranian control; and even a 
breakthrough in the bitter, de- 
cade-old conflict between the 
Armenians and the Azeris. 

Breakneck American di- 
plomacy aimed at clinching a 
deal between Azerbaijan and 
Armenia was adding to the po- 
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litical ferment in both countries this week. In 
Armenia, terrorists burst into parliament on 
October 27th and shot dead Vazgen Sarki- 
sian, the prime minister, as well as the speak- 
er and halfa dozen other people. 

In Azerbaijan, President Heidar Aliev, in 
the face of mounting domestic opposition, 
replaced several advisers as he prepared to 
make a deal over the Nagorno-Karabakh re- 
gion of his country. The fighting over this ter- 
ritory, which is claimed by Armenians and 
was conquered by them a few years ago, has 
claimed tens of thousands of lives and creat- 
ed more than 1m refugees. Out of solidarity 
with the Azeris, Turkey has closed its land 
border with Armenia, to the dismay of busi- 
nessmen on both sides. 

A settlement in Karabakh would clear 
the way for trade and economic develop- 
ment, and might also bring a rise in western 
influence over the region at the expense of 
Russia, Armenia's main protector. The same 
could be said of the pipeline project, beloved 
of western strategists in the area but often re- 
garded sceptically by those in the energy 
business. They have pointed out that the 
output of the Azerbaijan International Op- 
erating Company—a consortium led by sP- 
Amoco—is unlikely to be enough to justify 
building the project. Oil from somewhere 
else, perhaps Kazakhstan, would also have 
torun along the line if it is to be profitable. 

With quiet American encouragement, 
officials from Turkey, Georgia, Azerbaijan 
and the consortium were conferring in An- 
kara, Turkey's capital, last week to see if they 
could close the gap over financing. In a big 
concession, Turkey agreed to cover the costs 
if they ran over the estimated $2.4 billion. 
The consortium is now understood to be 
pressing Turkey to shoulder the bulk of any 
“third-party risks”, in other words, to com- 
pensate for any losses arising from a failure 
by Georgia or Azerbaijan to live up to its 
commitments. 

At the least, some documents laying out 
the “legal and political framework” for the 
pipeline should be signed at the Istanbul 
meeting. But will it actually be built? Though 
sP-Amoco last week expressed its support in 
principle for the pipeline to Ceyhan—if 
somebody else can find a way to make it via- 
ble—a lot of people who know the details re- 
main cautious about the project. 

In any event, recent diplomatic history 
suggests that Turkish officials should be 
wary of counting their chickens. One OSCE 
summit attended by Mr Clinton—in Buda- 
pest in 1994—turned into such a fiasco that 
he refused to attend the subsequent session 
in Lisbon two years later. Nor have the Clin- 
ton team’s efforts to solve ancient problems 
in time for set-piece diplomatic events al- 
ways worked. But getting Turkey (with its 
Azeri cousins in tow) to come to terms with 
Armenia, turbulent as that country evident- 
ly is, would be a triumph indeed. 
D ——— s 
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Sinking back 


TIRANA 


FEW months ago, when western aircraft 
were bombing Serb targets in Kosovo, 
old men in Tirana, Albania’s capital, would 
shout a cheery “Nato!” at western visitors as 
they walked along the street. Ebullient 
crowds of Albanians turned out en masse to 
greet western politicians, such as Britain's 
Tony Blair, as they made their rounds of Bal- 
kan capitals. Stirred by the plight of their 
cousins across the border in Kosovo, Albani- 
ans in Albania proper seemed to have found 
anew sense of purpose. 

Alas, four months after the Serbs’ forces 
were expelled from Kosovo, people in Alba- 
nia, though relieved that nearly all the 
450,000 Kosovars who took shelter among 
them have gone home, look deflated again. 
Crime is as rife as ever. Gangsters are fighting 
over the spoils of aid that flooded the coun- 
try along with the refugees. In one recent 
week alone, 50 people were murdered. 
Worse, the country seems already to have 
gone out of fashion for outsiders. Visitors to 
Kosovo prefer to travel via Macedonia. The 
number of narto troops in Albania has 
dropped from 8,000 to 2,000, and those who 
remain concentrate on improving access by 
road and air to Kosovo. 

Albania’s messy, bitter politics makes 
the country acutely unstable. On October 
26th, the prime minister, Pandeli Majko, re- 
signed, two weeks after losing the leadership 
of the Socialist Party. Though he was liked by 
outsiders, he had angered senior party mem- 
bers by meeting opposition leaders during 
the Kosovo crisis. Ilir Meta, the new prime 
minister, looks pretty similar: young (30), 
West-leaning, pragmatic, but with one big 
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difference: he is more in hock to Fatos 
Nano, a former prime minister who 
has managed—to the Wests dis- 
may—to get back as party leader of 
the ex-communist Socialists. 

For a while anyway, much will 
depend on the array of foreign do- 
gooders who have helped keep many 
rudimentary services ticking over 
since the riots of 1997, which followed 
the collapse of a vast pyramid 
scheme, led to the fall of a right-wing 
government and brought in, amid 
chaos, an ex-communist one. The 
Western European Union, the £u’s 
soon-to-be-wound-down military 
arm, is training Albania’s police; the 
EU itself is trying to invent a customs 
service; and the Organisation for Se- 
curity and Co-operation in Europe 
has been trying to knock Albanian 
politicians’ heads together. The 
OSCe’s previous man in Tirana, now 
in Kosovo, was nicknamed “the governor”. 

Such worthies say they are tentatively 
hopeful that things are, albeit slowly, getting 
better. But outside Tirana, especially in the 
bandit-ridden north, where the political op- 
position is strongest, optimism is hard to sus- 
tain. In parliament itself, there is little con- 
sensus over how to pull the country out of its 
economic bog. Nor, within the government, 
is there much confidence that western aid is 
really rebuilding the country. The foreign 
minister, Paskal Milo, has become tetchy 
about getting what he calls “lectures” from 
the West, especially from aid donors. 

And few in the govemment seem to ap- 
preciate the weu’s efforts to train the police. 
What they want, as much to fend off their 
political rivals as to keep law and order, is 
equipment (though there are enough guns 
floating around in the countryside toequipa 
small army). The Eu’s mission to reform the 
customs service has done quite well. But 
bribery of customs officers still continues; so 
does the sale of their jobs, for thousands of 
dollars. As for the courts, corruption is so per- 
vasive that the idea of big criminals being 
brought to book is laughable. 

Building a civil society will not be possi- 
ble so long as the two main political parties 
are at loggerheads. The right-wing Demo- 
cratic Party, under the country’s former pres- 
ident, Sali Berisha, is taking part again in par- 
liament after a ten-month boycott. But the 
government still says that the Democrats are 
plotting violence; a year ago, a coup was at- 
tempted after a leading Democrat, Azem 
Hajdari, was assassinated. 

In so edgy an atmosphere, even aid is 
hard to distribute. Witness the rebuilding of 
roads in Kukes, a northern town near the 
Kosovo border. The pavements there have 
been beautifully relaid, courtesy of the Ger- 
mans. But thanks to administrative chaos, 
the streets are still as pot-holed as ever. 
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Even if Switzerland’s election does not change its government, it has changed 


the political landscape 


HE casual reader of what the newspa- 

pers are saying about Switzerland’s elec- 
tion on October 24th may need to be re- 
minded that the country’s political system is 
not easily dominated by a single individual. 
In the Swiss press, page after page has been 
devoted to Christoph Blocher, the leader of 
the hardline section of the Swiss People’s 
Party, which with 22.6% of the vote vaulted 
over its partners in the Federal Council—the 
country’s cosy seven-person government— 
to become the second-largest party in the 
lower house of parliament and Switzerland's 
most potent political force. 

Mr Blocher, a 59-year-old business- 
man, wants to use this victory to ensure 
that his nationalist, Switzerland-by-it- 
self agenda will decide how the coun- 
try is to be run for the next four years. 
That will not be as easy as the outsider 
may think. For 40 years, the govem- 
ment has been based on a power-shar- 
ingagreement known as the “magic for- 
mula”, The Socialists and two 
conservative parties, the Radicals and 
the Christian Democrats, have taken 
two ministries apiece; the People’s 
Party, so long as it collected fewer votes, 
has had to be content with one. The 
pecking order has now changed, but 
the formula will not necessarily be re- 
drawn in the way Mr Blocher wants. 

The Socialists are still the top party 
in the lower house of parliament, the quirks 
of cantonal voting having given them 51 seats 
to the 44 of the People’s Party, even though 
the latter won more votes. The Radicals have 
43 seats, the Christian Democrats 35. Most of 
the gains of the People’s Party came from the 
votes it picked up from smaller groups of the 
right. 

The upshot is that, when the new parlia- 
ment meets on December 6th, the other 
three big parties may still feel strong enough 
to tell the People’s Party to continue with the 
old magic formula or leave the government. 
Mr Blocher himself is prepared to go into op- 
position. But some of his leading colleagues 
are more hesitant. They want to see whether 
the other parties blink first. 

Which could happen. As the People’s 
Party rose in the opinion polls in recent 
months, its two conservative rivals respon- 
ded by talking more sternly about the need 
to keep taxes down and to limit the number 
of foreigners claiming asylum in Switzer- 
land. So far they have not ruled out the idea 
of a right-wing coalition instead of the cur- 
rent centre-left one. And Ursula Koch, the 
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leader of the Socialists, has hinted that her 
party might leave the government if its con- 
servative partners edge further to the right. 
But even if this happens—or if the Peo- 
ple’s Party gets a second ministry within the 
existing coalition at the expense of the Chris- 
tian Democrats, now the weakest partner— 
Mr Blocher’s agenda will not inevitably be- 
come government policy. There is no prime 
minister to lead the Federal Council. Its 
seven ministers are regarded as equals. They 
make decisions as a college, politely declin- 
ing to reveal to the outside world their differ- 
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ences of opinion. Moreover, parliament is 
obliged by the constitution to respect the 
country’s regional and linguistic balance 
when it picks the seven federal councillors. 
Allof this tends tocalm things down. 

An opinion poll on voting day indicated 
that 52% of the voters want the “magic for- 
mula” togo on, though it does notcommand 
the confidence it once did. The economy is 
nolonger a major cause of discontent. After a 
few years of stagnation, the unemployment 
rate is barely 2% and inflation just over 1%. 
Switzerland is ticking along pretty well. Rev- 
olution round the corner? Hardly. 

But even if there is no upheaval at the 
heart of government, Mr Blocher can con- 
tinue to push his ideas on the wider Swiss 
scene. After all, he does not have to rely on 
working within the official structure of gov- 
ernment. He first established his credentials 
through the country’s unique referendum 
system. Like any disgruntled Swiss, hecan set 
out to veto, change or even launch major leg- 
islation through the machinery of direct de- 
mocracy. And his Association for an Inde- 
pendent and Neutral Switzerland is punchy. 






The People’s Party is using the direct- 


-democracy system to call a referendum de- 


signed to toughen the asylum laws. This is 
fertile ground for vote-seekers. Almost fifth 
of Switzerland’s current population is for- 
eign. And the country has been a favourite 
destination for waves of refugees from the 
Balkans, including most recently large num- 
bers of Kosovars. Unchallenged, the People’s 
Party has put its finger on a widespread Swiss 
feeling of resentment, and a desire toclingon 
to a Swiss sense of identity. 

These feelings are not aimed just at the 
foreign-born population. Mr Blocher’s pres- 
sure group helped to convince Swiss voters 
in 1986 that the country ought to stay outside 
the United Nations. In 1992 it blocked Swiss 
membership of the European Economic 
Area, an antechamber for the £u. 

But the Zurich-based Mr Blocher’s isola- 
tionism is not shared by everybody in his 
party; the Bernese section led by Adolf Ogi, 
who has the party’s present seat on the 
Federal Council as defence minister, of- 
ten feels he goes too far. So does most of 
the country’s French-speaking minor- 
ity. Still, though the government as a 
whole says that joining the £u and UN is 
still an eventual Swiss aim, and though 
parliament last month approved some 
agreements with the eu on freer trade 
and easier labour movement, many 
Swiss like Mr Blocher’s views. 

A referendum due next May on the 
new arrangements with the £u will test 
the establishment’s European ambi- 
tions. A recent survey by Basle Eco- 
nomics predicted that full membership 
of the eu would be an expensive busi- 
s| ness for Switzerland, cutting invest- 
ment and pushing up interest rates— 
and putting an awful lot of Swiss francs 
into the pocket of the bureaucracy in Brus- 
sels. This could well nudge the still hesitant 
Radical Party towards a sharper Euroscepti- 
cism. And, inside the People’s Party, Mr 
Blocher is calling for Mr Ogi to be ousted 
from the party’s seat in the government un- 
less he modifies his pro-eu ideas. This elec- 
tion may or may notchange the construction 
of the Federal Council, but it has certainly 
revealed a vigorous shift in the Swiss mood. 
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France 


United by 
rugby? 


PARIS 


SSUME the unlikely: that this weekend 
France’s rugby team goes to Twicken- 
ham, just outside London, and overcomes 
not just the animosity of beef-crazed Britons 
but also New Zealand’s awe-inspiring All 
Blacks, their opponents in the champion- 
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BRUSSELS 


RENCH is the language of haute cui- 

sine, and with good reason. Tablier de 
sapeur on the menu tempts the palate in 
ways that a “slab of tripe” never will. But 
French has been doing equally good ser- 
vice down in the basse cuisine as well. Ani- 
mals in France, Germany, Belgium and 
Holland have been reared for years using 
something the French call boues d’épura- 
tion. Now the British are clutching their 
stomachs to discover that this little deli- 
cacy translates, more or less, as “sewage 
sludge”, flushed out of abattoirs and ren- 
dering-plants and sometimes even septic 
tanks. In one of the European Union’s an- 
griest internal trade disputes, many British 
farmers and others are demanding a ban 
on “sewage-fed” French meat for at least as 
long as France maintains its ban on British 
beef (see page 66). 

The precision of translation here is a 
matter of critical dispute. If boues d’épura- 
tion were always mere “sewage sludge” as 
the British (and the European Commis- 
sion) understand it, then putting it into ani- 
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mal feed would be illegal—unarguably so. 
The £u banned the use of “sewage sludge” 
in 1991. But some countries contend that 
boue can be treated in ways that transform 
it into something altogether nobler than 
mere sludge. 

The argument turns on the treatment 
of waste water. When it swills out of abat- 
toirs and rendering-plants it carries some 
animal excrement, along with all the other 
debris for which even industrial meat pro- 
cessing finds no use. It may carry human 
excrement if a single water system serves a 
whole plant. Typically, it goes through 
three stages of treatment: a filtering out of 
solids from liquids; a chemical separation 
of fats and grease; and a biological treat- 
ment of this residue making it innocuous 
enough to throw away. This last product is 
something which all parties agree to be 
“sewage sludge”. 

But pro-sludge countries think the fats 
and greases yielded up by the second stage 
of the cleansing processcan be put to better 
use. They can be pressure-cooked at 135c 
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for at least 20 minutes so that any bacteria 
are destroyed. Thus cleansed, the stuff is no 
longer “sewage sludge” at all, but a cheap 
and calorific additive for use in pig- and 
chicken-feed. 

The European Commission is among 
those feeling queasy as it pushes its eggs 
and bacon around the plate. It has sent out 
a questionnaire asking Eu governments to 
explain, with diagrams, exactly what they 
do with their waste water. When those 
come back at the end of this week, the com- 
mission will probably decide to broaden its 
sludge ban. It will take in things which may 
not be illegal at the moment on a French 
view but which might nonetheless be de- 
fined as, well, disgusting. 








ship's semi-finals. The French press will 
erupt with joy. Television screens will show 
les Bleus gloriously confounding this sea- 
son’s many critics with the incisive running 
attacks of yesteryear. And the nation will 
look forward to the weekend after: a victory 
in the final of the rugby world cup to add to 
last year’s world soccer trophy. 

But what of the politicians? Last year, 
when the soccer team swept to victory 
against a disappointing Brazil, Lionel Jospin, 
the prime minister, seized the moment with 
a rhetorical question that captured all of 
France: “What better example of our unity 
and diversity than this magnificent team?” 

Indeed. The winning national soccer 
team, like the national league, is a rainbow of 
colours from France’s imperial his- 
tory. Of the 22-strong squad, eight 
were black or brown-skinned, in- 
cluding one from the Caribbean is- 
land of Guadeloupe, a Kanak from 
the Pacific outpost of New Caledo- 
nia, a Ghanaian adopted by a 
French priest and the match-win- 
ning folk-hero Zinedine (“Zizou”) Zi- 
dane, a native Marseillais of Alger- 
ian parentage, not to mention a 
quartet of Armenian, Argentine, 
Kalmyk and Spanish descent, plus a 
brace of Basques and Bretons. 

By contrast, all but three of this 
week's 31-strong rugby squad are 
white, mostly of solid ethnic-French 
stock, with a heavy input of Basque, 
Spanish and Italian muscle bearing 
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names like Garbajosa, Mola, Ibanez, Cali- 
fano and Dominici. Only the Moroccan- 
born Abdelatif Benazzi, the half-Cameroo- 
nian Emile Ntamack and Jimmy Marlu, 
born in Martinique, provide dashes of col- 
our. Politicians’ comments, too, have been 
bland: witness President Jacques Chirac’s 
bon mot that “rugby is a metaphor for life.” 
In fact, that presidential cliché betrays 
some wishful thinking. Though Paris can 
boast a top-class team in Stade Français, 
French rugby is truly a sport for the country’s 
rural south-west, a region which more than 
mostencapsulates the national nostalgia for 
a waning rural France. Rugby may have been 
a game mainly for the middle class in Eng- 
land, Scotland and Ireland, but in France, as 





Chirac’s dream of unity 


in Wales, its roots are as a sport for ordinary 
folk, peasants and miners rather than law- 
yersand estate agents. 

Could that now be changing? Le Monde, 
a quintessentially intellectual newspaper of 
the left, is giving its readers a weekly supple- 
ment on the rugby world cup. L'Equipe, a 
daily devoted to sport, not only runs pages 
on rugby but is said to be the first dose of 
daily reading for an increasing number of 
the male middleclass. Much more of this and 
rugby may eventually become a sport to ri- 
val soccer in its national spread. 

But not yet—in ethnic, demographic or 
class terms. Pace Mr Chirac, it is soccer, not 
rugby, that reflects life in France. The rural 
populace, which has provided the core of 
France’s heaving rucks and mauls in 
pursuit of the oval ball, has been de- 
clining for decades, The Aveyron de- 
partment, for example, in the heart 
of rugby-playing France, had a pop- 
ulation of 415,000 in 1886—but only 
270,000 in 1990. As the country 
towns and villages have been de- 
pleted, so the cities have grown, 
complete with surrounding, often 
squalid, suburbs. It is there that poor 
children, French-descended and 
immigrant alike, play their soccer. 
Victory for the rugby team may do 
wonders for national pride, but for 
social peace, unless Mr Jospin can 
find a new turn of phrase, it will 
come a distant second to soccer. 

—_s 
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H} MAY be the only living Italian politician who has become a 
legend in his lifetime—and whostill divides Italians so deep- 
ly in their loyalties. His critics think him evil; his friends insist he 
has been modern Italy’s only statesman. His enemies call him 
Beelzebub, but he is the Vatican’s longest-standing friend in poli- 
tics: with Alcide De Gasperi, he founded the Christian Democrats, 
who ran Italy for 45 years after the second world war. His detrac- 
tors say he bears much responsibility for the corruption of Italy's 
democracy. Friends say he should take credit for the rise in wealth, 
unprecedented since Italy became one country, that benefited al- 
most everyone. And he kept out communism. 

Whatever history’s verdict, Mr Andreotti this week heaved a 
sigh of relief at another kind of judgment, when a court in the Sicil- 
ian capital, Palermo, decided after a judicial process lasting six- 
and-a-half years that there was too little evidence toconvict him of 
being the Mafia’s erstwhile chief politi- 
cal protector in Rome. After his acquit- 
tal last month in another court, where 
he had undergone a separate but also 
very long trial for murdering a journal- 
ist, Mr Andreotti is now in the clear. 

He is certainly not your average 
Italian. At 80, he is tiny, with stooping 
shoulders and big bat-ears protruding 
from an oddly triangular skull whose 
remaining strands of hair are meticu- 
lously combed back. He hasa caustic 
wit, and is famously unflappable. He 
belongs to a fading Roman species. In 
the Renaissance, he might have been a 
cardinal who revelled in plot and in- 
trigue, masterminding the transition 
from one pope to the next. 

But more often than not Mr Andre- 
ottihas been his own pope:il divo Giu- 
lio, godly Giulio, was another nick- 
name. What he enjoyed most was 
handing power to himself, while help- 
ing his friends and spoiling his voters. 
“Power corrupts those who don’t have 
any,” he used tochuckle. 

Once, he seemed untouchable. He 
probably had more power than any 
other Italian politician this century, bar 
Mussolini. Mr Andreotti was seven times prime minister, 33 times 
a minister. He would have probably got the presidency too, had 
not a swathe of scandals known as Tangentopoli (Bribesville), ex- 
posed after 1992, swept away the entire political establishment. Mr 
Andreotti was more than a pillar of it; he was its symbol—for some, 
anicon. 

But even he proved vulnerable. In 1992, Giovanni Falcone and 
Paolo Borsellino, a pair of prosecutors who had become famous 
for nailing down leading Mafiosi, were murdered in Sicily. In the 
wave of revulsion that followed, magistrates there decided to in- 
vestigate rumours that Mr Andreotti was the Mafia’s protector in 
Rome, He was known in criminal circles as lo zio (the uncle), ac- 
cording to a number of Mafia pentiti, or turncoats. One of them, 
Balduccio Di Maggio, won a juicy immunity deal for swearing he 
hadseen Mr Andreotti planting a Mafia-style kiss on the cheek of 
Toto “the Beast” Riina, Sicily’s top godfather. 

“Look at me,” said Mr Andreotti in his own defence. “Everyone 
knows who lam. Had I really gone to Sicily and met Riina in broad 


Giulio Andreotti, lingering symbol of Italy 














daylight, you should send me to a lunatic asylum, not to jail.” Mr 
Di Maggio was indeed a dubious witness: he had confessed to kill- 
ing 23 people, three while under police protection awaiting Mr An- 
dreotti’s trial. No wonder Mr Andreotti got off. 

Where does this leave the Italian judicial system and politics, 
let alone Mr Andreotti? All are wounded. Mr Andreotti is not a 
convicted criminal, but his reputation is stained. Plainly, he sat at 
the pinnacle of a system that stank of patronage and corruption. It 
is true, too, that the votes of the Mafia, and of many thousands of 
people in its thrall, were generally cast for Mr Andreotti and his 
Christian Democrats. Mr Andreotti can neither excuse, nor claim 
ignorance of, Italy’s appalling level of corruption. 

What about the magistrates who challenged him-—and lost? 
They have relied too much on pentiti. They have also become too 
widely seen as politically partisan. And some of them have been 
too ambitious, seeking somehow to 
put a whole era—of which Mr Andre- 
otti was a prime symbol—on trial. For 
that, you need historians, not just the 
enforcement of a criminal code. 

And what about the old Christian 
Democrats? They are, of course, in tri- 
umphant mood. Their party was de- | 
stroyed by Tangentopoli; many of its | 
stalwarts were taken to court and hu- 
miliated. After the verdict in Palermo, 
they feel vindicated. Some have been | 
loyal to their boss allalong;othershave | 
resurfaced after years of silence. “They | 
must have been abroad,” says Mr An- | 
dreotti with a wry smile. Quite a few | 

| 
| 
| 
| 
| 
| 
| 
| 
| 
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have been sneering at the magistrates. 
Some are even toying with the idea of 
relaunching their old Christian Demo- 
cratic party. 

But Mr Andreotti’s old outfit is 
probably too fractured ever to be put 
together again. Former Christian Dem- 
ocrats now belong to no fewer than 12 
parties. Italy’s middle ground is con- 
tested by a moderate right, dominated 
by a tycoon-cum-politician, Silvio Ber- 
lusconi (who still faces trial on corrup- 
tion and tax-abuse charges, though an- 
other case against him was dropped this week) and by at least four 
soft-left parties. They include the Democrats, founded this year by 
the European Commission’s new president, Romano Prodi, and a 
group led by a former president and arch-intriguer, Francesco | 
Cossiga. He is hardly left-wing but has been backing the present 
leftish government, led by Massimo D'Alema, which has been 
very shaky in the past week or so. i 

At least Mr Andreotti and his friends can draw comfort from | 
the mayhem on the left. Mr Prodi’s people say they want a broad | 
“centre left” under the same sort of umbrella that won the last gen- 
eral election in 1996. Mr Cossiga and his friends want a merely tac- | 
tical alliance between the left and his own brand of centre. In the | 
wake of Mr Andreotti’s acquittal, and the rousing cheers it has pro- 
voked across the centre-right, the middle-grounders who have 
tended to back the current government sound rattled. 

Mr Andreotti himself discounts the return of Christian De- 
mocracy. He, it is often said, is history. Well, yes. But his acquittal 
leaves an.odd taste. And—alas—the smell of his legacy also lingers. | 
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The end of the peer show 


This week the House of Lords voted to expel its hereditary members, marking 
the greatest upheaval in the house since 1911. However, completion of the 


reform of the Lords still looks distant 


EARDED and in a grey suit, the Earl of 

Burford makes an unlikely Scarlet Pim- 
pernel. But on October 26th, the earl tried in 
vain to save his fellow aristocrats from Tony 
Blair’s modern equivalent of the guillotine: 
the expulsion, after several centuries of law- 
making, of hereditary peers from the House 
of Lords. As the Lords prepared to debate the 
bill that would seal their fate, Lord Burford 
leapt on to the Woolsack (seat of the lord 
chancellor, speaker of the upper house) and 
denounced the bill as “treason”. “Before us 
lies the wasteland,” he declared. “No queen, 
no culture, no sovereignty, no freedom!” 

Within a minute, the Pimpemel was led 
away—not, luckily, to be beheaded, but to 
speak to journalists before retiring to his 
club. Back in the House, their Lordships sub- 
mitted quietly. Around 80 peers, mainly ob- 
scure backbenchers, voted against the bill. 
But most Tories, including the leadership, 
abstained and the bill was carried. The 
House of Commons has still to approve it, 
and any changes made in the Commons will 
have to be reconsidered by the Lords. But it 
now seems certain that in the next session of 
Parliament, due to start on November 17th, 
the House of Lords will be largely devoid of 
hereditary peers. 

Ministers will be glad to see them go. 
Thanks in part to the hereditaries’ votes, the 
government has suffered over 30 defeats in 
the Lords in the past year. And the Lords 
have usually chosen the popular side of the 





argument. They rejected the government’s 
reform of the voting system for European 
parliamentary elections, queried the ban on 
beef on the bone, and supported free tuition 
for Scottish students. The Tory peers say they 
are not blocking government legislation for 











itsown sake. But government business man- 
agers nonetheless face the headache of push- 
ing through four important bills—on wel- 
fare, asylum seekers, food standards and the 
Greater London Authority—before the cur- 
rent session ends in a couple of weeks’ time. 
Nor was the expulsion of the hereditar- 
ies plain sailing. The Tory leadership had 
made it clear that it would not block the bill. 
But the government has suffered six defeats 
on individual aspects of the bill, and has 
been forced to offer assurances on the com- 
position of the interim house. Individual 
backbench peers have been even less re- 
strained. Two court cases have unsuccessful- 
ly challenged the government's right toexpel 






the hereditaries from the upper house. 

According to the government, the re- 
moval of the hereditaries is merely the first of 
two stages in the reform of the House of 
Lords. What the second stage will be, or 
when it will happen, no one knows. It is pos- 
sible, however, to sketch out how the cham- 
ber will look for the time being. 

The membership of the House of Lords 
will fall by almost half. The hereditaries will 
not all disappear (see table). To persuade the 
Tories not to block this week’s bill, the gov- 
ernment has allowed 92 hereditaries to re- 
main, in addition to the 567 life peers and 
bishops. Two of these hereditaries, holding 
the offices of Lord Great Chamberlain and 
Earl Marshal, have ceremonial duties. Fif- 
teen will be elected as deputy speakers— 
chairmen of debates—-by the whole house. 
And the remaining 75 will be elected from 
among their fellow hereditaries by those 
with the same political persuasion: 42 Tories, 
three Liberal Democrats, two Labouritesand 
28 “cross-benchers” or independents. For the 
past couple of weeks, the bars and lobbies of 
the Palace of Westminster have witnessed 
the unusual sight of hereditary peers, who 
cannot even vote in general elections, on the 
hustings themselves. 

Further changes to the composition of 
the Lords will follow when the bill becomes 
law. Mr Blair has been creating life peers by 
the benchful (see chart on next page). The 
government has said that no party should 
seek an overall majority in the upper house, 
but it intends.to bring about “broad parity” 
with the Tories, with proportionate appoint- 
ments for the other parties. Even with no 
new Tory creations, parity will mean enno- 
bling around 60 Labour supporters in the 
coming months, along with at least 30 Liberal 
Democrats. 

It remains to be seen whether this new 
intake will be any good. Having a peerage 
has never, in itself, been a badge of merit. The 
forefathers of many hereditary peers won 
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Vintage peers 
Existing life peers by year of creation 


td t ond ae 
ms WHEY bf, m! 

w OKET 
ne MeV E Pe | 


marae Vesa hain ate 


195960 62 64 66 68 70 72 =a 
Source: House of Lords 






j ai iiir gi 


76 7% 80 





their titles by being the favourites, financial 
backers or time-servers of former rulers. But 
many life peers, both Labour and Conserva- 
tive, have been ennobled for similarly du- 
bious services to modern governments. Dur- 
ing the passage of the current bill, the Tory 
opposition inserted a clause setting upan ap- 
pointments commission for life peers and 
stipulating how it should operate. The gov- 
ernment plans to remove that clause. To be 
fair, ministers say they will establish an ap- 
pointments commission of their own. But it 
is still unclear how it will work or when it 
will start, and its remit will be limited to in- 
dependent peers, not the more problematic 
political ones. 

The dynamics of the interim house are 
also uncertain. On paper, Labour will re- 
main vulnerable to defeat, with less than a 
third of the membership. And many recent 
Labour appointments have poor voting re- 
cords, nicknamed “shirking peers” instead 
of “working peers” by their more diligent 
colleagues. On the other hand, many Tory 
life peers are old, having been given their ti- 
tles as retirement perks rather than in the ex- 
pectation of regular attendance. And the 
burgeoning numbers of Liberal Democrats 
are likely to be broadly supportive of the 
government. The biggest factor will be how 
the removal of the hereditaries affects the 
way the Lords use their power. Uptonow the 
Lords, dominated by independent cross- 
benchers, have chosen to defeat govern- 
ments only sparingly. The interim house will 
be more party political, and possibly more 
partisan. And although the interim house is 
only a step towards full reform, the govern- 
ment that created it will be less able to brush 
off defeats as illegitimate. 

But the significance of the interim House 
of Lords goes beyond its ability to defeat the 
government. Even the Tories, who think that 
the house has done a good job in its current 
form, accept that the hereditary domination 
lost the Lords some public legitimacy. Lord 
Strathclyde, who leads the Tory peers, thinks 
the debate should now focus less on the 
composition of the House of Lords and more 
onits functions. He plans to float ideas togive 
the upper house a greater role as a constitu- 
tional watchdog, more powers to scrutinise 
European legislation, and a greater ability to 
question secondary legislation, the detailed 
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changes to the law that currently go through 
Parliament on the nod. 

But why besoconcerned about the inter- 
im House of Lords? After all, the government 
is publicly committed to full-blooded re- 
form, towards which the expulsion of the he- 
reditaries is just a stepping-stone. The an- 
swer is that no-one believes the second stage 
of reform will come soon. The government 
decided to expel the hereditaries as a free- 


standing act, because of the difficulty of de- 
ciding what should replace them. Then it 
gave itself a further excuse for delay by set- 
ting up a Royal Commission. The commis- 
sion is said to be having difficulty reaching a 
view, and is not expected to report until De- 
cember 31st, when its recommendations will 
be crowded out by millennium fireworks. 
After that, the government will procrasti- 
nate further by referring the commission’s 
conclusions to a joint committee of both 
Houses of Parliament. 

Ministers have been studiously avoiding 
committing themselves to any timetable of 
reform, but legislation looks extremely un- 
likely before the next general election. And 
by that stage the new peers in the interim 
House of Lords will have grown comfortable 
in their ermine, and could be reluctant to 
make way for a reformed chamber. Prece- 
dent is not encouraging. The current House 
of Lords is the result of interim legislation in- 
troduced in 1911. On present form, the new 
temporary arrangements could last as long. 
m 





Northern Ireland 


Carry on talking 


BELFAST 


This week Northern 


Ireland’s politicians resumed negotiations on 


power-sharing in the province. The best sign is that they are talking at all 


AST week, when George Mitchell, an 
American ex-senator, returned to act as 
broker in Northern Ireland’s stalled peace 
process, the air was gloomy. The impasse be- 
tween unionists and republicans looked 
permanent. But when Mr Mitchell and the 
parties reconvened in Belfast on October 
27th, the atmosphere was alittle lighter. Para- 
military disarmament (de- 
manded by the Ulster Union- 
ists, the province's largest 
party) and a power-sharing 
government (the goal, for now, 
of Sinn Fein, the political wing 
of the 1ra) are still some way 
off, but by the standards of 
Northern Ireland Mr Mitchell’s 
efforts have been fruitful. Talks 
were continuing when The 
Economist went to press. 
Although outside the talks 
each side has continued to de- 
nounce the other, their words 
have had the flavour of ritual. 
Participants confirmed that in- 
side the talks, determination to 
find a resolution prevailed 
amid mutual civility. Even if 
Mr Mitchell goes home with- 
out a breakthrough, he will 
leave enough for Peter Mandel- 
son, the new Northern Ireland 
secretary, to build on. 





Real negotiations are said to have begun 
at last in the past fortnight. The two sides 
have been swapping possible scenarios: “If 
we did this, what might you do?” After 
months in which they merely recited state- 
ments at each other, this is progress. Negotia- 
tors have been focusing on the central pro- 
blem for both Sinn Fein and the Ulster 


p" 
Mitchell, the peace-broker, returns to Belfast 
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Much more than a good night out 


N A converted Victorian cold store in 

Clerkenwell, one of the trendiest areas of 
London, a new venue called fabric (sic) has 
just opened. This industrial redevelop- 
ment, which cost £9.2m ($15.3m), can cater 
for 3,000 people and comes with three 
bars, a roof terrace and a courtyard garden, 
with plans for three floors of restaurants. Is 
fabric a hotel? A shopping complex? No: it 
isa nightclub. 

But fabric is a nightclub with a differ- 
ence. Its owner, Thomas Combrinck, aims 
to rake in £10m in its first year. He is also 
planning a clothing range and a record la- 
bel distributed over the Internet, and is 
eyeing up new club sites in Italy and Spain. 

Once, nightclubs were small fry, the 
playthings of ageing playboys or smoky 
dives run ona shoestring, But now they are 
increasingly big businesses, with brands 
and global ambitions to match. 

London clubs are at the forefront of 
this growing industry. Among the city’s ad- 
vantages are a cosmopolitan crowd and a 
vibrant dance-music culture, spawned in 
part by the popularity of the drug ecstasy. 
More liberal licensing laws have also 
helped. Whereas mayor Rudolph Giuliani 
isclamping down on New York’s once-bus- 
tling nightlife, London’s licensing laws are 
being relaxed: some clubs now have 24- 
hour entertainment licences. As a result, 
young people from across Europe—and 
even from across the Atlantic—are flocking 
to London to party at weekends. 





The market leader is Ministry of Sound, 
a club in south-east London. Set up in 1991 
for £400,000, Ministry expects to turn over 
£40m this year, up from £25m in 1998. Yet 
the club itself now accounts for only 
around a tenth of Ministry's revenues. 
Ministry,owned by James Palumbo, son of 
Lord Palumbo, a former head of the Arts 
Council, now spans a record company, a 
magazine, a syndicated radio show, a web- 
site on which the club is broadcast live, 
clothes, and licensed products such as hi-fi 
equipment. It is arguably the world’s most 





Business is booming 


famous clubbing brand. “We are a brand 
first, not just a club. The nightclub business 
is not particularly profitable,” says Mark 
Rodol, a director of Ministry. 

Others aim to emulate Ministry’s suc- 
cess. As well as fabric, home (sic), a seven- 
floor club in Leicester Square that cost 
£10.4m has recently been launched. There 
is already a home in Sydney; another is 
opening in New York next year, and there 
are plans for a further club in the Far East. 

The three clubs cater to different 
crowds. Ministry trades on its long-lost 
“underground” image; home has more 
mainstream appeal (its headline disc-jock- 
eys also work for ssc Radio 1); fabric is 
more cutting-edge. But what they are all 
trying to sell is a hedonistic lifestyle, as well 
as that elusive cachet which so many 
young—and not so young—people aspire 
to: coolness. Many consumer brands, such 
as Coca-Cola and Virgin, aim to do the 
same. But nightclubs have a big advantage: 
the cool young things to whom marketing 
men want to appeal stream through their 
doors every weekend. 

All the same, trading on a cool image 
can be tricky. Government ministers 
found that out to their cost last year when 
they clumsily tried to promote the idea of 
“Cool Britannia”. A global corporation 
such as Ministry will lose touch with Lon- 
don’s notoriously fickle punters. Yet that 
may not worry Mr Rodol too much. If he 
can sell Ministry baseball jackets to teen- 
agers in Shanghai, he may not mind if Lon- 
doners spend their Saturday nights at fab- 
ric instead. 











Unionists, which was ducked in the Good 
Friday Agreement of April 1998: how an IRA 
commitment to begin decommissioning 
might be balanced by unionist acceptance 
of Sinn Fein in government. 

A discernible will to protect the gains 
made, however slight, is perhaps the most 
concrete sign of progress. And the negotia- 
tors inside are aware of the prevalent feeling 
outside. Although people in Northern Ire- 
land are frustrated and cynical at the glacial 
pace of politics, they also see that imperfect 
peace is immensely preferable to the death 
toll ofa few years ago. 

When police in the Irish Republic recent- 
ly arrested suspects, including two 14-year- 
olds, at a training range for the “Real ira”, a 
hardline republican faction, it pointed up 
both the lurking threat of violence and how 
archaic such groups now seem. The arrests 
and recent arms finds smell of inside infor- 
mation. The Irish police may have been 
helped by other republicans’ loathing for the 
splinter group, which killed 29 people in the 
Omagh bombing in August 1998. 

Among unionists, too, there are signs of 
softening. Predictably, some have respond- 
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ed angrily to proposals by Chris Patten, a 
Conservative ex-minister who is now a Eu- 
ropean commissioner, to reform the Royal 
Ulster Constabulary. Two ex-policemen 
chained themselves to railings at Downing 
Street this week. But serving ruc officers 
have responded more moderately; and at- 
tempts by some unionist politicians to 
launch mass protest have faded. 

And as the peace process has dragged 
on, unionist negotiators’ nerves have stead- 
ied. After two years of talks, the Ulster 
Unionists are at last speaking directly to Sinn 
Fein delegations, rather than formally 
through the chair. Observers even thought it 
significant that they shared a meal last week, 
if only fast food delivered to the talks table so 
as not to interrupt dialogue. 

Mr Mitchell probably helped matters by 
taking the parties to London for last week’s 
talks, rather than hold them in the Belfast 
hothouse. The senator also imposed a news 
blackout and repelled all media inquiries. 
He had learned the lessons of previous ses- 
sions when David Trimble, the Ulster 
Unionists’ leader, and Sinn Fein's Gerry Ad- 
ams took turns to bad-mouth each other in 


public even though their teams were still 
talking in private. 

Throughout the peace process, both 
sides have had to act hard in order to ward 
off criticism from within their own commu- 
nities, In the past, this has been a big obstacle 
to progress, and will nodoubtcontinue tobe. 
Mr Trimble has more warding off to do than 
Mr Adams. Many unionists see Sinn Fein as 
no more than a mouthpiece for republican 
terrorism. And Mr Trimble’s party has also 
been plainly terrified of the mileage Ian Pais- 
ley, figurehead of die-hard unionism, makes 
out of any contact with the traditional ene- 
my. Mr Paisley has for decades used a bibli- 
cal text, “Come ye out from among the un- 
clean and be ye separate”, in his harangues 
against compromise with Catholics in the re- 
ligious sphere, or with nationalism and re- 
publicanism in politics. 

Mr Trimble may at last have decided to 
ignore Mr Paisley’s thunder and seek com- 
promise with the republicans. As the Mitch- 
ell talks drag slowly on, the hope is that Sinn 
Fein will coax the ira beyond ceasefire—to 
disarmament. 
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Still mad about cows 


Ro the battle of Crécy? Perhaps not. There were many 
battles in the Hundred Years’ War against the French. But it is 
only a matter of time before Britain’s newspapers force you to. Just 
about every other folk memory of Anglo-French enmity has been 
stirred into the sludge which the nation’s tabloids have been feed- 
ing to their unsuspecting readers this week. A famous victory in 
which Edward 11s longbows made hamburgers out of the French 
cavalry is too juicy a tidbit to leave out. 

Although Britons may not hate France more than they hate 
any other part of abroad, there is certainly no other nation which 
they have so much fun hating. There may bea serious historical ex- 
planation for this. A few years ago Linda Colley, an historian, 
wrote an influential book arguing 
that British identity came into being 
in the 18th century precisely in order 
to oppose Catholicism in general 
and France in particular. Bagehot 
suspects that the British hatred of 
the French has less portentous but 
no less provoking causes. The Daily 
Star (“Why oui hate ’em”) listed 21 
such reasons this week, ranging 
from their possession of a language 
so nit-picky that it thinks your shirt 
is feminine, to their truly unforgiv- 
able invention of mime, “the art of 
silently winding up an audience”. 

There is, as it happens, no audi- 
ence which the French enjoy wind- 
ing up more than the British. They 
are doing so at present by refusing to 
accept that Britain’s farmers have at 
last got sse (mad-cow disease) un- 
der control and that British beef is 
now safe to eat. France is refusing to 
import British beef even though a 
herd of eminent vets has told the Eu- 
ropean Commission that the stuff is 
safe and that the ban which the Eu 
imposed on it in 1996 can now be 
lifted (with some stringent condi- 


furans 


briefly occupying the freight terminal at Calais. “England is an is- 
land, it’s easier to blockade,” noted one of the farmers’ leaders 
cheerfully—so provoking fresh tabloid apoplexy in Britain. 

But seriously. There is no clear evidence that France is blocking 
Britain’s beef exports for protectionist reasons. The French govern- 
ment responded to a spate of recent food scares by creating an in- 
dependent food and safety agency. This seems reasonable. The 
agency then voiced doubts about the eradication of sse in British 
herds. These doubts may or may not be reasonable: a verdict on 
this must come from the European Commission’s own advisers. 
What is surely not reasonable is for British politicians to expect 
French ones to overrule the safety concerns of their supposedly in- 
dependent scientists. After sse, and 
rightly, no British government 
would dare todo such a thing itself. 

The beef affair is, anyway, not 
best understood as a matter of Brit- 
ain versus France. The true reason 
for British fury is that the roast beef 
of old England has become a sym- 
bol of the battle between the Labour 
and Conservative parties on how to 
manage relations with the £u. 

When it was in opposition, La- 
bour mocked John Major for trying 
to use Britain’s Eu veto to bludgeon 
the mainland into accepting British 
beef which the mainland had node- 
sire to eat. Tony Blair entered office 
boasting that Britain could achieve 
more by being a more enthusiastic 
European. The lifting of the beef ban 
was to have been a prime exhibit, 
which the French have denied him 
at the worst possible moment: just 
after he launched the “Britain in Eu- 
rope” campaign to extol the virtues 
of the ev and prepare opinion for 
monetary union. 

This miserable timing may ex- 
plain the government’s unusually 











tions). Germany has followed the 

French example, confirming the widespread British presumption 
that the European Union’s rules are rigged to the advantage of 
France and Germany, and that only Britain is simple-minded 
enough to obey them when its national interest is at risk. The 
French action has prompted an outcry in Britain and a widening 
consumer boycott of all things French. “Just say Non!”, advised the 
Daily Mail on Wednesday: “England Expects Every Shopper To 
Do Their Duty”. 

The French have no tabloids and therefore no more answer to 
the taunts of Britain’s newspapers than their cavalry had to Ed- 
ward’s bowmen. On the day the Sun was yelling in a front-page 
splash “Is THIS what it means to be at the heart of Europe, Mr 
Blair?”, Le Figaro was discussing the beef war on page 14 under La 
Vie Scientifique. But the French have one weapon the British lack, 
namely a strong tradition (actually the consequence of a weak par- 
liament) of “direct action”, which appears to oblige their police to 
allow Frenchmen in tractors to blockade any imports of which 
Frenchmen in tractors happen to disapprove. As word of Britain’s 
boycott trickled across the Channel, a handful of French farmers 
decided to take their revenge by hopping on to said tractors and 


muddled initial response. At one. 


point it was on the verge of clamping a counter-blockade on the 
French, using as an excuse the revelation that the French them- 
selves, having mounted their high horse in the matter of Britain's 
infected cattle, in some cases feed their own livestock on a sludge 
containing animal and human excrement. On being told by its 
own safety advisers that this odious practice presented no danger, 
Mtr Blair had the sense to change his mind. He now promises, with 
the help of the European Commission, to challenge France’s deci- 
sion on British beef in the courts if necessary. By being in the gu, 
goes the new spin, Britain protects itself against arbitrary discrimi- 
nation by its trading partners. 

Fair enough. But two oddities remain. The first is that while the 
prime minister boasts of playing by the rules, which he will even- 
tually turn to Britain’s advantage, his minister for agriculture, Nick 
Brown, fans tabloid flames by maintaining a “personal” boycott 
of French products. The other is that the Conservative Party can 
demand an immediate, illegal ban on French meat—in spite of its 
clean bill of health from Britain’s own officials—and not be 
laughed off the stage. Britain’s schizophrenia on Europe will per- 
sist long after it has slaughtered i its last mad cow. 
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From the beginning you will be able to put your learning into practice, 
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BRITISH AMERICAN 
TOBACCO 


Excellent 
progress with 
merger 





Nine months unaudited results 
to 30 September 1999 





OPERATING PROFIT £1,255m +6% 
PRE-TAX PROFIT £1,219m +26% 
ADJUSTED EPS - DILUTED 39.19p +1% 


Aeon I CLT ERO STR OLR IID BLL NEO EEN EPA SARA OE ESEARO LYELL TEL ELL PLES DASE AERA IES AAR ELIE NESTE 


™ Our performance benefited from the inclusion of four months results for Rothmans 
for the first time. 


E Ona pre-merger basis, operating profit was around 6 per cent lower than last year 
but the third quarter showed the anticipated improvement, with profit only down 
by 1 per cent compared to 9 per cent at the half year. 


E Volumes continued to be affected by adverse economic conditions in a number of 
important markets, together with the significant price increases in the US and the 
cigarette export tax in Brazil. Given the impact of these major factors, the Group’s 
performance is encouraging. 


m “In the Engle class action, we are confident that the Florida Appeals Court's written 
judgement that damages, if there are any, can only be awarded on an individual 
basis will ultimately prevail and we also expect that the class itself will eventually be 
decertified.” 


Martin Broughton, Chairman 


The full quarterly report is being posted to shareholders and copies are available from 
Robert H. Caputo, 90 Park Avenue - Suite 1600, New York, NY 10016. Telephone (212) 351 5006. 
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Thank you and goodbye 


Bad bosses in big companies in America are more at risk these days than they 


ever were before 


HEN it happens, says a wise old head- 

hunter, it is usually a quick killing. It 
takes about a week. “Nobody is more pow- 
erful than a chief executive, right up until the 
end. Then suddenly, at the end, he has no 
power at all.” 

In the past few months, some big names 
have had the treatment: Eckhard Pfeiffer left 
Compaq, a computer company; Derek Wan- 
less left NatWest, a big British bank that be- 
came a takeover target. Others, such as Mar- 
tin Grass, who left Rite Aid, an American 
drugstore chain, last week, resigned unex- 
pectedly without a job to go to. 

Charles Elson, of the Stetson University 
Law School in Florida, had a ringside seat at 
one departure and saw the speed with 
which events could move. As a shareholder 
activist, he was brought on to the board of 
Sunbeam by Al “Chainsaw” Dunlap, but 
then led the move last year to oust him. He 
recalls the Tuesday board meeting at which 
he repeatedly asked for information on the 
company’s second-quarter trading, only to 
be fobbed off with “sales are a little soft”. He 
spent the next three days digging for dirt in 
the company. On Saturday, Mr Dunlap was 
out. 

It used to be rare for a board to sack the 
boss. In many parts of the world, it still is. But 
in big American and British companies these 
days, bosses who fail seem to be more likely 
to be sacked than ever before. Rakesh Khura- 
na of the Sloan School of Management at 
Massachusetts Institute of Technology has 
recently examined 1,300 occasions between 
1980 and 1996 when chief executives of For- 
tune 500 firms left their jobs. He found that, 
in a third of cases, the boss was sacked. For a 
similar level of performance, a chief execu- 
tive appointed after 1985 is three times as 
likely to be fired as one appointed before 
that date. 

In Britain, too, turnover at the top seems 
to have risen. One sign, says Peter Jauhal of 
Hay Group, a pay consultancy, is the in- 
crease in the proportion of executive board 
directors who have been with the company 
for less than five years. That has risen from 
13% i11 1997 to 17% in 1999. 

What has changed? In the 1980s, the way 
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todispose of an unsatisfactory boss was bya 
hostile takeover. Nowadays, legal barriers 
make those much harder to mount. Indeed, 
by the beginning of the 1990s, chief execu- 
tives in the United States were probably 
harder to dislodge than ever before. That 
started to change when, after a catastrophic 
fall in the company’s share of the American 
car market, the board of General Motors 
screwed up the courage in 1992 to replace 
Robert Stempel. 


The Stempel stampede 


Mr Stempel’s expulsion set a precedent. The 
mid-1990s in America saw a number of 
stormy and high-profile departures. In 1993 
John Akers was pushed out of Bm; in 1995 a 
shareholder revolt at Archer-Daniels, the 
world’s biggest grain company, led to the de- 
parture of an entrenched chairman; in 1997, 
after a year of paralysis, Robert Allen was 
evicted from aTar. In each case, the circum- 
stances differed. But the overall effect 

was tochange the balance of power 
between shareholders and boards “ 
at big American firms. 

Since then, says Joseph Grund- 
fest, a law professor at Stanford 
University and former com- + 
missioner on the Securi- & T 
ties and Exchange Com- 
mission, directors have ~~ 
realised that failure to ~ 
sack a bad boss is bad for 
their own reputation. This 
is especially true when a director 
is a professional—either a chief ex- 
ecutive at another firm, or some- 
body with a seat on several impor- 
tant boards. 

At the same time, institutional in- 
vestors have become more willing to chal- 
lenge managers, rather than simply do the 
“Wall Street walk’—sell and go. An exam- 
ple of this new approach was the appoint- 
ment of Ralph Whitworth, an institution- 
al investor with a reputation for activism, 
to the board of Apria Healthcare last year 
and more recently as chairman of Waste 
Management, a troubled company. 

In the past couple of years, disaffect- 
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ed shareholders have won more seats on cor- 
porate boards. Even with one or two seats, 
large investors can establish control and. 
change the management. So far in 1999, says 
Pat McGurn of Institutional Shareholder Ser- 
vices, which provides institutional investors 
with proxy analysis, disaffected sharehold- 
ers have already won a vote in six contests to 
put their candidates on corporate boards— 
but reached a favourable settlement in 25 
more. In some, but not all, of these cases, the 
eventual outcome is the replacement of the 
incumbent boss. 

The result seems to be that incompetent 
chief executives in large companies are rarer 
than they were in 1990 when, says Mr 
Grundfest, there were somewhere between 
ten and 20 companies in the Fortune 100 
where institutional investors were seriously 
discontented with the boss. In Silicon Valley, 
sacking the boss has become so routine that 
some firms find that they spend longer look- 
ing for a chief executive than the new boss 
does in the job. 

As sacking becomes more common, it 
changes other aspects of the relationship be- 
tween chief executives and boards. One re- 
sult, says Jeffrey Sonnenfeld, head of the Ex- 
ecutive Leadership Institute in Atlanta, is 
that many chief executives now “shield and 
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manage” the flowofinformation todirectors 
in order to protect themselves. “They man- 
age the board as another critical constituen- 
cy,” he says. Relations have grown more ad- 
versarial: where once directors supported 
the chief executive, now “they sit with their 
arms folded, their lower lips protruding and 
a harrumphing attitude.” 

Italso changes the terms on which a new 
boss comes. Mr Khurana’s research finds 
that boards are disproportionately likely to 
replace a sacked chief executive with an out- 
sider. But the outsider will come only with 
suitable insurance in place. In the United 
States, reckons Hay Group’s Mr Jauhal, 60- 
70% of big firms have some clause in place to 
compensate a chief executive who loses his 
job because of a change of control; in Britain, 
only 15% of large firms do, although such 
clauses are becoming more common. 

Such contractual safety nets, says Yale 
Tauber, a senior compensation consultant at 
William M. Mercer, are unpopular with in- 


stitutional investors, but they accept them as 
essential for recruiting scarce talent. Without 
some such deal, he says, 18m would never 
have lured Lou Gerstner from his secure 
niche at RJR Nabisco. “In this globally com- 
petitive world,” he points out, “a ceo is going 
to have to do something daring. He has to 
take risks. If he’s going to do that, he wants a 
security blanket.” 


A ticket to go 


And when the dare fails? Companies are in- 
creasingly prepared to pay generously to per- 
suade an unwanted boss to go. Mr Tauber 
looked at 28 chief executives who departed 
prematurely in the past three years. He 
found they received, on average, 186% of the 
amount they would have been paid if they 
had served out their terms. Even where the 
chief executives had no contract, Mr Tauber 
found that they got 185% of their annual pay. 
In addition, almost all of them received their 
full option entitlements. 
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The idea of paying a failure to go is obvi- 
ously distasteful, even if the amounts rela- 
tive to the size of acompany are often, as Mr 
Tauber puts it, “just a spit in a bucket”. One 
way to deal with the issue, he suggests, is to 
give incoming chief executives share options 
with a high vesting price. If those options 
make up most of their compensation when 
they leave, chief executives are less likely to 
benefit from failure. 

The greatest hazard with sacking is not 
that firms will pay too much to get rid of an 
underperforming boss. It is that, having 
done so, they will think their main job is 
done. This is what Nell Minow, co-founder 
of Lens, a fund-management company ac- 
tive in booting out bosses, calls the “Queen 
of Hearts” approach: all that matters is to 
shout “Off with their heads”. In fact, the de- 
parture of a boss is often a sign that a board 
has failed too. Maybe it is not just chief exec- 
utives who should more frequently be 
shown the door. 





Indonesia 


Investment rules 


BALI AND JAKARTA 


HEN Indonesia’s new president, Ab- 

durrahman Wahid, released the 
names of his cabinet on October 26th, for- 
eign investors paid close attention. Many of 
those investors have been pouring into Thai- 
land and Korea in search of cheap assets, but 
a combination of scandals, political uncer- 
tainty and violence has been keeping them 
away from Indonesia. This will not change 
overnight, but the new government will al- 
most certainly bring more stability to the 
country and will almost certainly be cleaner. 
And, as Mr Wahid explained toa gathering in 
Bali this weekend, its keywords will be “for- 
eign investment”. 

Which investors will prosper will de- 
pend on three areas: privatisation, decentral- 
isation and attitudes towards medium-sized 
businesses. In each, the government's initial 


FDI inflows 


June 1st=100 


stockmarket 


goals seem promising, but there will be op- 
portunities for new forms of corruption to 
take hold. 

Start with privatisation. In addition to its 
stable of state-owned firms, the government 
is also sitting on a second pile 
of assets under the Indone- 
sian Bank Restructuring 
Agency (IBRA). Last year, 
when several prominent 
businessmen defaulted on 
bad loans from their own 
banks, the government 
forced them to make good us- 
ing their own assets, which in- 
cluded equity stakes in some 
of the country’s biggest firms. 
So if they are to find what 
they are looking for, many in- 
vestors will have no choice 
but to visit the new government superstore. 

Unfortunately, it is not yet clear who is 
running the store. Laksamana Sukardi, the 
new head of state enterprises, is a former 
Citibank manager and a respected business- 
man. Although he is inexpe- 
rienced in government, he 
appears to understand the 
need to get assets back into 
private hands. However, the 
shares in those enterprises 
are held by the finance min- 
istry, which will now be run 
by a more controversial fig- 
ure, Bambang Sudibyo. Mr 
Sudibyo is an academic 
with a clean slate but some 
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questionable friends. As 
well as owning state enter- 
prises, the finance ministry 
might also gain more con- 
trol over the assets held by 
IBRA, which could be re- 








Wahid wants you 


structured after a recent banking scandal. 

The outlook for rapid privatisations, 
therefore, is still far from clear. Although ma- 
ny assets will have to be sold eventually, 
some members of the new government will 
be tempted to hold on to 
them fora while. If they are to 
go on the block, however, the 
government will be keen to 
avoid charges that it is selling 
out cheap to foreigners. Sales 
are thus likely to be far more 
transparent than in the past, 
to help dampen nationalist 
complaints. 

Decentralisation will also 
change the way foreign inves- 
tors bargain. Provincial and 
local governments will now 
have more control over com- 
panies in their jurisdictions. This shift will be 
especially important given Indonesia's vast 
natural resources, and the role that agro-in- 
dustry is expected to play in the country’s re- 
covery. Initially this could be a bureaucratic 
nightmare for investors. “It will be messy at 
first,” says Patrick Alexander, the head of Ba- 
tavia Investment Management, a private- 
equity firm in Jakarta, “but this will eventu- 
ally work itself out because the regions will 
have to compete with each other.” 

But how will they compete? Some inves- 
tors worry (and others hope) that local au- 
thorities will become new centres of corrup- 
tion, even as the central government tries to 
clean up its act. But it could work the other 
way. Local governments might start trying to 
market themselves as more transparent and 
friendly than the next locality. Either way, as 
local governments gain influence, multina- 
tionals will now have to pay closer attention 
to the environment and local communities. 

Medium-sized businesses could also 


THE ECONOMIST OCTOBER 30TH 1999 


Stability: 


julent times, you need a partner with seasoned judgment to give a bal- 


In tur 
anced perspective. As one of the world’s premier providers of private banking 
services, with over 125 years of wealth management experience, we can give you the 


continuity you need to realize your short-term goals and your long-term aspirations. 


Private Banking is W JO 


as 
DS 
5% 
ae 
> 

= 
La 
> 
= 
hy 
g 


i 
ba 
i 





www.ubs.com/privatebanking 


And I thought Germans only 


built great cars. 











Not exactly. VEBA— Germany's fifth largest company—has its key 
businesses in energy and chemicals. With leading positions on 
European and global markets. From power and gas to oil products 
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Inter-Continental’s 2nd star attraction in Seoul 


COEX Inter-Continental Hotel open from Nov. 1, 1999. T 


Situated only minutes from the 
original Hotel Inter-Continental the 
new COEX Inter-Continental Seoul 
shares the ideal location for business 
and pleasure -~ adjacent and linked 


to Korea's largest business and 


entertainment complex ~ the Urban 
Entertainment Centre, the World 
Trade Centre, the new COEX 
convention and exhibition centre, 
and the City Air Terminal. 

The latest technology, state-of- 


the-art communications facilities and 
services have been incorporated 
throughout. Our most impressive 
feature however, is not modern at 
all, timeless in fact ~ the legendary 
Inter-Continental hospitality. 
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benefit. Since Suharto fell, and the big con- 
glomerates began to lose their grip, some 
smaller firms are already flourishing. In Jep- 
ara, on the north coast of Java, foreign busi- 
nessmen have set up shop exporting furni- 
ture made by the local craftsmen. There are 
plenty of similar opportunities if the govern- 
ment stays out of the way. 

Yet while Mr Wahid is keen to promote 
small business, it is not yet clear whether his 
government will do this actively, or put its 


Emissions 


Seeing green 


IG business, especially in America, has 

long been suspicious of claims that the 
globe is warming. Oil companies have nois- 
ily rubbished the science of climate change. 
Electric utilities have tried to stoke fears 
among ordinary folk that the Kyoto Protocol, 
a UN treaty on climate change being negoti 
ated next week in Germany, would cutecon 
omic growth and cost jobs. 

Soitisall the more suprising that some of 
the world’s biggest companies are changing 
their tune. Leading the way are Be Amoco 
and Royal Dutch/Shell, two large European 
oil firms, whose bosses now state plainly 
what was once considered heresy: global 
warming is real and merits immediate ac 
tion. A number of American utilities vow to 
find ways to reduce the harm done to the at 
mosphere by their power plants. DuPont, 
the world’s biggest chemicals firm, even de 
clared in September that it would voluntari 
ly reduce its emissions of greenhouse gases to 
35% of their level in 1990 within a decade. 
What is going on? 

These firms are the first to see that fixing 
global warming could give rise to the world’s 
next trillion-dollar industry: the greenhouse- 
gas trade. An agreement that surfaced this 
week gives a glimpse of how such a business 
might emerge. Ontario Power Generation, a 
Canadian utility, has struck a deal with Zah- 
ren Alternative Power, a small American 
firm, to purchase environmental “credits” to 
offset orG’s emission of 2.5m tonnes of car- 
bon dioxide, the principal greenhouse gas. 
Zahren creates these credits by capturing 
methane, another greenhouse gas, that 
would otherwise have escaped from land- 
fills, and uses the gas to generate electricity. 

This is but the latest in a serious of un 
usual transactions. Last year, American Flec- 
tric Power, a big electricity utility, declared 
that it would spend $5.5m on protecting rain- 
forests in Bolivia to offset emissions from its 
many coal-fired plants. In October a coali 
tion of Canadian energy companies struck a 
deal with lowa farmers to buy up to 33m 
tonnes of carbon dioxide credits. The farm 
ers generate the credits by not tilling their 
soil; instead, they agree to inject seeds into 
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trust in the market. New government 
schemes to channel credit and promote dis 
tribution could open up new channels of 
corruption and squeeze out honest and effi 
cient businesses. But if Mr Wahid manages 
to get everything right, it could lead to trans- 
parent auctions, a better deal for the regions, 
and more small-scale investment. If you 
own a medium-sized, green company, and 
have never met Mr Suharto’s children, book 
your tickets now. 


soil direct. Doing so, say scientists, will pre 
vent the release of up to four tonnes of the 
gas per acre every year. 

Such deals are happening now because 
the Kyoto treaty has prompted three sorts of 
companies to push for the creation of a glo- 
bal market in greenhouses gases: the losers, 
the winners and the middlemen. The big po- 
tential losers from the treaty are the heavy 
industrial firms and energy companies. For 
such firms, the introduction of carbon taxes 
or fees on emissions could prove devastat 
ing. They see deals to offset liabilities, though 
speculative, as an inexpensive hedge. 

They are also promoting experiments in 
trading that should help persuade sceptics in 
government. ap Amoco. for example, has 
this year launched an internal carbon-diox 
ide trading scheme among its many far-flung 
divisions to help them meet targets for re- 
ducing emissions. Unipede, a coalition of big 
European electricity utilities, and the Inter 
national Energy Agency in October com 
pleted a full-fledged simulation of electricity 
and carbon-dioxide trading. 

The winners are those that can cheaply 
create what the losers desperately want: re 
ductions in emissions. Though the science 1s 
evolving, it is clear that agribusinesses, for 
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estry firms and others who can keep green- 
house gases from entering the atmosphere 
could profit handsomely from the Kyoto 
deal. This has set off a flurry of research. Sie- 
mens and Shell, for example, have just an- 
nounced a new fuel-cell technology for oil 
rigs that will capture emissions of carbon di- 
oxide and methane, generate power from 
them cleanly, and sequester the exhaust. 

Middlemen are keen too. Already, lots of 
energy and commodity exchanges are trying 
to get into the act. London’s International Pe- 
troleum Exchange is promoting itself vigour- 
ously as the future home of global carbon 
trading; rival exchanges are also vying for the 
title. Banks and insurance companies worry 
that global warming increases the risk of ca- 
tastrophes, but also spot an opportunity. Ivo 
Knoepfel of Swiss Re, a large reinsurance 
company, says his firm is keen to securitise 
international emissions-trading permits. 

Keener still are energy- and commodity- 
trading firms. Peter Zaborowsky of Nat- 
source, one of America’s biggest such firms, 
reckons that carbon trading will be a $60 bil- 
lion-a-year market in America alone; and 
that if politicians agree on clear rules for in- 
ternational trading, the global market could 
in time reach a trillion dollars a year. 

In the meantime, one group looks likely 
to make a fortune out of all the uncertainty: 
the consultants. Swiss Re’s Mr Knoepfel sees 
insurance companies rushing to get into the 
business of helping clients assess carbon li- 
abilities and assets. Scientists are pocketing 
handsome sums advising on sequestration 
projects. Already, big accounting firms such 
as PricewaterhouseCoopers and KPMG have 
set up units dedicated to carbon consulting. 
Even green groups are profiting. As compa- 
nies seek to win credibility for their efforts at 
reducing emissions, they are inviting main- 
stream green groups such as Washington's 
Environmental Defence Fund to advise 
them and to keep them honest. For industri- 
alists paying reluctantly to clean up their act, 
that must be a bitter pill. 
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Shipyards 


Push off, Poles 


HAT future for the European Union's 

shipbuilders? Most are getting by 
thanks only to eu subsidies—and they run 
out next year. Given the overcapacity in 
shipbuilding, you might conclude that the 
fate of many will be to close. Yet two Finnish 
yards are getting a second chance. Some Pol- 
ish competitors are interested in buying 
them and the Poles have scrapped subsidies, 
privatised their yards and shown that they 
can make money building ships. If the deal 
goes through, it will be the first takeover of a 
big West European company by an East Eu- 
ropean one. 

The bidder is Poland’s largest shipyard, 
called Gdynia, which took over the neigh- 
bouring yard in Gdansk last year. Its success 
in going from being a subsidised loss-maker 
to a modestly profitable yard is thanks to Ja- 
nusz Szlanta, a nuclear physicist, who went 
into banking when communism collapsed, 
and took over as chief executive at the firm 





Gdynia has ambitions 


two years ago. 

At the time, Gdynia was the most mod- 
ern of the Polish yards, but it was hopelessly 
short of working capital. Mr Szlanta used his 
banking connections to secure some cash, 
and rejigged everything from the manage- 





France through American eyes 


PARIS 


MERICA’S businessmen are not about 
to flee France. After all, firms such as 
Time Warner, Eps, Allied Signal and Gen- 
eral Electric have a stock of investment 
which last year was worth over FFr167 bil- 
lion ($28 billion)—a fifth of France’s total 
investment from abroad. Indeed, the 
American Chamber of Commerce in 
France is now 105 years old, which means 
it has survived two world wars and sever- 
al swings of the political pendulum. But 
Americans are clearly not wildly Franco- 
phile either (see chart). 
A poll released this week by the cham- 
ber, whose 800 members have a French 
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payroll of 450,000 workers, with another 
165m employed indirectly, helped ex- 
plain why. Of the companies that replied 
to the poll, some 80% of the multinationals 
believe France’s 35-hour-week, down 


- from 39 hours and due to be implemented 


(with no loss of pay for the workers) from 
January 1st as a way of creating more jobs, 
will havea negative impact” on any com- 
parison between France and other coun- 
tries. Moreover, 70% of respondents say 
they will create no new jobs because of 
the 35-hour law; the same proportion say 
it will act as a “brake” on their investment 
plans; and 60% reckon they will lose pro- 
ductivity. So much, then, for an important 
plank in the economic policy of the So- 
cialist-led government of Lionel Jospin. As 
to the way the 35-hour week should be ap- 
plied, 80% of respondents say they are in 
the dark. 

Is all, therefore, gloom and doom? For- 
tunately the Americans are cheered by a 
couple of “strong points” which are more 
or less impervious to shifts of government 
policy: the skills of the workforce and the 
geographical position of France within 
the European Union. Add a robust econ- 
omy-—the latest forecast from Mr Jospin’s 
finance minister, Dominique Strauss- 
Kahn, is for 3% growth next year—and the 
euro’s presumed boost to the overall eu 
economy, and France may not be such a 
bad bet. 
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ment structure to workers’ pay at the yard. 
The time needed to build a boat tumbled 
from a year to five months. With cash avail- 
able, the yard could make bigger, and more 
lucrative, ships. Rather than sacking work- 
ers, Mr Szlanta concentrated on increasing 
sales. His success has helped make Poland 
the world’s sixth-largest shipbuilder. 

The yard made a $30m profit last year on 
sales of $400m, a fair result in shipbuilding. 
Now Gdynia wants to repeat the trick by 
buying two Finnish yards from Kvaerner, a 
heavily indebted Anglo-Norwegian group 
that is getting out of shipbuilding. If the deal 
goes ahead, it would create the fifth-biggest 
shipyard in the world. 

The attraction for Gdynia is that the deal 
would offer a way into passenger-ship con- 
struction, an area in which western Euro- 
pean yards are strong. The Finnish yards 
have more than 30% of the passenger-ship 
market, and Andrzej Buczkowski, Gdynia’s 
vice-chairman, claims that their costs can be 
slashed by 10% if hulls and steel sections are 
imported from Poland. That, he maintains, 
would be enough to transform the Finnish 
yards’ modest profits, even if their present 
generous subsidies go. Analysts are more 
sceptical, pointing out that the hull accounts 
for only a quarter of the cost of a passenger 
ship, with much of the expense stemming 
from their fancy fittings. 

The Finnish government appears un- 
willing to see whether Gdynia can prove the 
analysts wrong. Even though the firm has re- 
portedly bid around $300m, more than other 
firms, Gdynia will do well to walk off with 
the prize. The Finnish government wants the 
yards to remain in local hands and local me- 
dia have accused Gdynia of wanting to stop 
production. The press has even claimed that 
the Polish yard is a front for an Asian com- 
pany (Gdynia laughs at the idea). A decade 
after the fall of the Berlin Wall, it seems that 
Eastern Europe's good ideas are still not free 
to travel. 
= 
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Procter & Gamble 
Jager’s gamble 


CINCINATTL, OHIO 


Durk Jager, Procter & Gamble’s new chief executive, wants to turn it into an 
innovative company. Easier said than done 


FEW years back, scientists at Procter & 

Gamble hit upon a big idea. Combining 
know-how in absorbent paper with a new 
“dry-weave” polyethylene mesh, they came 
up with a thin, highly absorbent sanitary 
towel, the first breakthrough in feminine hy- 
giene in 50 years. Today, rpac’s “Always” 
pads, now jazzed up with wings and even 
thinner, are sold in 80 countries, and are the 
mainstay of a product family that generates 
around $1.6 billion in annual sales. 

This is just the kind of innovation that 
Durk Jager, who took over at P&G in January, 
sees as essential to rekindling growth at the 
world’s largest consumer-products group. 
As its latest move, P&G announced on Octo- 
ber 26th that it is prepared to give away or li- 
cense any of its 25,000 patents, including 
those used in established brands. Chuck 
Hong, the firm’s director of rap for cor- 
porate innovations, thinks this will “force us 
tocontinually invent”. 

But why must pac be forced to invent? 
Surely a firm with $38 billion in sales, more 
than 300 brands and 110,000 employees in 70 
countries, with patents spanning spanning 
fats and oils, plant fibres, surfactants and cal- 
cium, with vast marketing and financial re- 
sources, ought to be churning out exciting 
new products all the time? The trouble is, the 
new sanitary towel, which Mr Jager himself 
admits was the company’s last big innova- 
tion, was launched away back in 1983. The 
story at P&G is not so much “Always” as “al- 
most never”. 

Mr Jager blames the consumer-product 
industry's problems on its failure to inno- 
vate. It has, he told this month’s annual 
meeting in Cincinnati, “led to commodity 
products and pricing pressure.” pac has 
done worse than most. It has lost some 10% of 
its global market share in the past five years. 
Volumes this year will grow by 2% at best. 

Turning a marketer into an innovator re- 
quires money, ideas and a nimble culture. 
Pac's problem has never been a lack of mon- 
ey or even ideas. Last year it was America’s 
2ist-largest investor in research and devel- 
opment, spending $1.7 billion. Its Rap budget 
has grown from 2.9% to 4.5% of net sales over 
the past decade—still well below the 15% typ- 
ical in the pharmaceuticals industry, but 
double that of Gillette That spending has, 
however, yielded little. Less than 10% of 
pac’s thousands of patents are used in its 
hundreds of brands. 

The fault lies with the culture. The firm 
has stifled innovation and prevented new 
ideas from getting to market quickly. Years 
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after pac developed its tissue-towel pro- 
ducts, they have only just started to be rolled 
out globally. “We're slower than my great- 
grandma,’ says one executive. 

Mr Jager is trying to change all that. In 
June he announced a big internal shake-up, 
sacking 13% of the workforce to streamline 
management and speed up decision-mak- 
ing. He is tying strategy and global profit tar- 
gets to the performance of brands, rather 
than countries, and handing responsibility 
for new ideas to new business managers, not 
ones steeped in existing businesses. He has 
set up innovation teams to shoot promising 
ideas rapidly around the company and rush 
the best to market. And pac plans to take 
more risks, cutting pre-market laboratory 
testing and putting products on sale earlier. 


Spiffy Swiffer 
P&G has had some success with the recent 
launch of products, including Swiffer, a dry 
mop that traps dust, Febreze spray to elimi- 
nate smells in fabric and Dryel, a home dry- 
cleaning kit, all of which he says are “new-to- 
the-world” products, not just variants of old 
ones. Febreze, which was introduced in June 
last year, is already America’s fifth-most suc- 
cessful new packaged product, with sales of 
$230m in its first year. And whereas Febreze 
took forever to be launched, Mr Jager boasts 
that Swiffer went from test marketing to glo- 
bal roll-out in a record 18 months. 

pac has even started looking outside for 
new ideas. To develop “NutriDelight”, a forti- 
fied orange powdered drink unveiled at the 
annual meeting, paG worked with Unicef 
and licensed in the technology that lets iron 
exist with iodine and vitamin a in a stable 
form, helping undernourished 
children put on weight. And 
the group recently bought 
lams Petfoods, admired 
for a scientific ap- 
proach to pet health 
that includes low-cal- 
cium nosh for big dogs 
prone to overgrown 
bones, and oil and 
mineral formulas for 
“senior” pets with bad 
joints. 
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Mr Jager is getting on the Internet, too. In 
November pac will launch its majority- 
owned venture, reflectcom, an Internet- 
only range of 50,000 beauty products sold di- 
rect to consumers. Nathan Estruth, who 
helps run reflect.com, calls the venture “her- 
esy” for a mass-market company that has al- 
ways sold through retailers. 

Yet turning a marketing giant into a nip- 
py innovator will be hard. pac’s line manag- 
ers and country chiefs are trained to squeeze 
the last drop of sales out of existing products, 
not back risky new ones. Sam Stern, a profes- 
sor at Oregon State University who has writ- 
ten a book on creativity in consumer-goods 
companies, points out that new ideas threat- 
en the status quo. 

However esoteric they sound, most con- 
sumer-goods technologies are unlikely to 
fend off imitators for long. A drug’s effect is 
tied closely to its complex technology. Hav- 
ing gone through rigorous approval and 
lengthy clinical trials, patent challenges on 
drugs are rare. By contrast, Gillette’s patent 
on a new toothbrush may specify with ut- 
most precision how bristles are laid out; but 
there are lots of different “technologies” that 
can clean teeth just as well. Lynn Dornblaser, 
director of the Global New Products Data- 
base, estimates that only 10% of the 55,000 
brand new products that were launched 
globally last year are really innovative. 

Even when consumer-products compa- 
nies docome up with something novel, com- 
petitors catch up fast. “Always” went un- 
challenged for ten years. Now, only one year 
after the launch of Febreze, Johnson & John- 
son, Clorox and others have launched their 
own improved versions—mainly because 
Febreze was in pre-market testing for two 
years. Similarly, Gillette took ten years and 
spent $1 billion developing its Mach3 triple- 
blade razor, launched last year. Within a few 
months, Asda, a British supermarket, rushed 
in with its own product, Tri-Flex, claiming 
that it was just as good and 40% cheaper. 

What is more, packaged-goods compa- 
nies not only have to develop the product, 

but also try to get jaded consumers to 
think they need it. That sometimes 
works. Upbeat marketing turned a 
very ordinary orange drink, Sun- 
ny Delight, into one of Pac's best 
brands. 

But few new products are 
so successful. Information Re- 
sources, which researches 
packaged goods in America, 

finds that less than 1% of pro- 
ducts launched in 1998 achieved 
$100m of sales in their first year. 
More than two-thirds flop in their 
first year. Hence, many managers in 
consumer-goods firms associate in- 
novation with failure. Mr Jager 
has to persuade them thatitisa 
condition for success. 
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Know thyself 


Jim Clark is very rich because he learned what he is bad at, as well as what he is good 
at: he can start companies, but he can’t run them 


HIS week Jim Clark gave $150m to Stanford 

University, twice as much as the biggest 
donation the university had ever received be- 
fore. The money, which will be used to estab- 
lish a centre for biomedical engineering and 
science, will probably make more difference to 
Stanford than it will to Mr Clark. He is worth 
around $3 billion at the moment. 

Size matters to Mr Clark. When he built a 
sailing boat a few years ago, it was one of the 
biggest and most expensive ever made. At 189 
feet (58 metres) above the deck, Hyperion’s 
mast was the world’s tallest and its mainsail, 
with an area slightly more than a quarter of a 
football field, the largest ever stitched. The 
boat was also to have been controlled entirely 
by computer, making it more complex than a 
Boeing 747. But the computers, according to 
Michael Lewis's latest book, “The New New 
Thing”, were always going wrong: the engine 
would shut down, the lights wouldn’t work 
and the table in the galley would rise and fall mysteriously. 

Implementation, for Mr Clark, has always been harder than 
vision. He discovered that at the first company he founded, Silicon 
Graphics (sG1), which was built around a graphics chip known as 
the Geometry Engine that Mr Clark invented while he was teach- 
ing computer science at Stanford in the 1970s. Many of his 13 years 
at sGi were unhappy. He did not get along with Ed McCracken, an 
executive from Hewlett-Packard recruited to house-train the engi- 
neers from Stanford, and to impose big-company disciplines on 
sGi. It was there that Mr Clark learnt his most valuable lesson 
about himself: that the process of managing a business is alien to 
him. “I'm just not suitable for that,” he says. 

What Mr Clark is highly suitable for, however, is something 
that lies between entrepreneurship and venture capitalism. After 
finally leaving sGi in 1994, having endured, as he saw it, Mr 
McCracken’s snubs and incompetence for too long, he found 
what he was looking for in a primitive web browser called Mosaic 
and the 22-year-old Marc Andreessen who had helped to develop 
it with his chums at the University of Illinois. With $3m of his own 
money—a good part of the relatively modest fortune he had made 
from sGi—and the backing of John Doerr, a venture-capitalist at 





well rewarded for his faith. If Mr Clark had 
been all entrepreneur, he would have re- 
tained control of the company. Silicon Valley 
is littered with the sad stories of founders 
who didn’t know when to get out. Rod Ca- 
nion lingered at Compaq until he was pain- 
fully ousted by Ben Rosen; Leonard Bosak 
and Sandy Lerner held on too long at Cisco 
Systems. Companies and founders both suf- 
fered as a result. Mr Clark did not make that 
mistake. Shortly after Netscape was founded, 
Jim Barksdale was hired as chief executive, 
and Mr Clark assumed a back-seat role. 

He moved on quickly. Only a year after 
Netscape’s listing on the stockmarket, in 1995, 
he had founded another company, Health- 
eon. While receiving treatment for a rare 
blood disease, haemochromotosis, that re- 
quired regular hospital visits, he was struck 
by the sheer form-filling wastefulness of bu- 
reaucratised private health care in America. 
Healtheon would get rid of all that by seamlessly linking each of 
the firms in the $15 trillion industry—the doctors, the hospitals, 
the insurance companies and the patients—through the Internet. 
Healtheon would make the market work better and take a cut of 
the savings. 

Despite its beguiling simplicity, putting Mr Clark’s idea into 
practice has proved both formidably complex and expensive. 
Dealing with the complexity has been the job of the software engi- 
neers and the chief executive, Mike Long, whom Mr Clark recruit- 
ed to build the company. But when the ves started to lose their 
nerve as the money ran out, Mr Clark rallied them time and again 
by his willingness to plough more of his own wealth into the busi- 
ness. The difference between himself and the vcs, he insists, is that 
because so much of his money is tied up in his ventures, he “can- 
not afford to fail”. 

The value of Mr Clark’s shares in Healtheon has climbed to 
nearly $1.2 billion and fallen to $400m as confidence in the business 
has ebbed and flowed. But he remains unperturbed, expecting a re- 
bound by the end of the year. Anyway, he has moved on. If Healthe- 
on was the product of Mr Clark’s frustration with the medical sys- 
tem, mycro is intended to be the answer to another of life’s little 
problems—the busy billionaire’s inabil- 





Kleiner, Perkins, Caufield & Byers, Net- 
scape was founded. Although it had 
yet to make a penny, Netscape went 
public 18 months later at Mr Clark’s in- 
sistence (according to Mr Andreessen 
because he needed the money to build 
Hyperion). It was the start of Wall 
Street’s infatuation with the Internet. 
With a little less than 25% of the equity, 
Mr Clark was a billionaire. 

If Mr Clark had been all vc, he 
would have sold out swiftly. But he 


Jim's rocky ride 
Market capitalisation, $bn 





stuck with Netscape, holding on to his Aa iy 
shares through its rocky life, its battle 
with Microsoft and its eventual ex- 
hausted collapse into the arms of |986 9 


America Online. He was (see chart) 
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ity to find a financial-services firm to 
manage all his financial affairs. Accord- 
ing to Mr Clark, the market opportunity 
is that America’s richest 1% control 50% 
of its wealth. The Internet can bring or- 
der to the way in which they look after 
their finances and aggregate their for- 
midable spending power. 

With many of its first and biggest 
customers likely to be found among 
Mr Clark's own friends and acquaint- 
ances in Silicon Valley, mycro ought to 
have a head start over any potential 
imitators. It also satisfies a necessary 
condition for success: Mr Clark is not 
planning to run it. 


= 














78 





THE ECONOMIST OCTOBER 30TH 1999 








$ im : 
: ad in e opion you willreceive the full retur ginal ist Rent prow 
intarnations! Guaranteed Capital Investment Bonds Linited OCIS) is a company incorporated in 
limited, Under the tents af the agraoment between HSBC Bank pie (HSBC?) and GCIB. HSRC has ag 
event that HSBC or GCIB are. unable to meet these obligations, you may not receive your ariginal | 
- fine prior tothe offer closing date of 14 January. 2000. This advert does not constitute an 
pay any income, all returns are paid at the end of the investment term, This offer is not ava z MBJ1679/0/99488 


Chasing after 


higher returns: 








Enjoy returns of 1 Go 
up to 1O% 
W 


ithout risk to your capital 


The new issue of HSBC International The European Growth option is linked to the This is a limited offer commencing 15 November 
Guaranteed Capital investment Bonds progress of the Dow Jones EURO STOXX 50 1999 and closing on 14 January 2000, but may be 
Limited (‘GCIB’) gives you the potential to earn Index, giving you the potential to earn returns closed earlier if it becomes fully subscribed. So 
high returns over a four year investment period, of up to 16% pa. don’t get left behind. 

without putting your capital at risk. You can The Japanese Growth option links your To find out more about these and other investment 
choose between two outstanding options, investment to the Nikkei 225 Index, There is no options offering regular fixed income, just cut out 


availa i oth s aghi F JS ollars, FORSA 3 
available in both sterling and US dollars pre-defined limit to the maximum return you can the coupon, call us 24 hours a day on +44 1534 


achieve on this option. 616111, fax us on +44 1534 616222 or visit our: 


web site www.offshore.hsbe.co.je today. 


YOUR WORLD OF FINANCIAL SERVICES 





T nea u ae S gare sea Sa ie nam Nb BREE A ame ae “GORE cometh emg ieat aii a a e Cut the coupon 
To: HSBC Bank International Limited, PO Box 26, 28/34 Hill Street, St. Helier, Jersey JE4 8NR, Channel Islands. 
Please send me details on the new HSBC International Guaranteed Capital Investment Bonds options. 








Name _ Nationality 


Address __ 














Tei 3/0129% 
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FOOD 


MANAGEMED 


The ESSEC MBA in International Agri-Food 
Management is a unique program. 


ESSEC organises this 11-month course (taught in 
English) in one of the world’s leading countries 
for food processing and retailing - France. 


© The program is endorsed by over 50 leading agri-food 
brands and companies including Bel, Cargill, Carrefour, 
Danone, Kraft Jacobs Suchard, Perrier-Vittel, Yoplait... 


Participants benefit from individual coaching 
and counselling from a personal Mentor - a top 
executive with one of the partner companies. 





e For further information about the MBA, please meet 
us at any of the following MBA forums: 


Tokyo, Keio Plaza Intl Hotel (Shinjuku) 
October 30, 10am-4pm 


San Francisco, Sheraton Palace Hotel 
November 16-17, 4pm-9pm 


Beirut, Summerland Hotel 
November 27, 5pm-9pm 


or contact Mrs. Monique Merizio: 


tél. 33 (0) 134 43 30 95 
fax. 33 (0) 1 34 43 32 60 





ACTING FIRST 


imia@edu. essec. fr www.essec.fr 
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A First European business school to be accredited by AACSB 
@ The International Association for Management Education. 


ESSEC BUSINESS SCHOOL PRIVATE INSTITUTION OF HIGHER EDUCATION 


AFFILIATED WITH THE CHAMBER OF COMMERCE AND INDUSTRY OF VERSAILLES, VAL D OISE - YVELINES 


















in the Global 
Economy. 


We can boast about being the world’s leading 


graduate school in the field of natural resources, 
energy and the environment... 


We can talk all day about the calibre of our world- 
class team of academics ... 


We can show you a list as long as your arm, of 
CEPMLP graduates who have achieved senior 
positions with leading international companies 


But don’t just take our word, listen to what our 
graduates have to say about CEPMLP ... 


“In retrospect, my decision to undertake a Ph.D. 
degree at the Centre was the single most important 
career move | have made to date. As a direct result of 
my studies at CEPMLP, | am now employed by Shell 
Exploration & Production Services (RF) as a Business 
Analyst based in Moscow’ 

Dr Andrew Seck, Canada, Ph.D. 1998 


Studying at CEPMLP is a challenge. While following 
academic courses of an outstanding level, students 
also encounter a bewildering variety of nationalities, 
cultures and professional backgrounds. Immediately, 
after obtaining my Doctorate, | was offered a post by 
French Nuclear Company COGEMA as Mining 
Negotiating Assistant for the Uranium Branch” 

Dr. Danièle Barberis. Ph.D.1998 


CEPMLP degree programme includes: 
International Business Transaction & Investment, 
Finance, Oil & Gas, Energy, Water, Nuclear, Environ 
ment, Mining, EU Integration with an Inter- 
disciplinary Orientation: Law, Policy, Economics & 
Management. New: Distance Learning. 

MBA +*+ LLM ¢ MSc + PhD 





Centre for Energy, Petroleum 
and Mineral Law & Policy 


The Leading International Graduate School in Natural Resources, 

Energy and International Business Transactions 

WIA Py info: Kathleen Shortt, CEPMLP/University of Dundee 
5 (E15), Dundee DD1 4HN, Scotland, UK 

Tel: +44 (1382) 344300 Fax: +44 (1382) 322578 

e-mail: cpmlip@dundee.ac.uk 


Website and CEPMLP Online Journal: 
www.dundee. uk/cepmip/ or www.cepmip.org 






























FINANCE AND ECONOMICS 


After years of trying, it seems that America’s Depression-era banking laws are 
about to be scrapped. What difference will it make? 


O SHAKESPEAREAN has been the death 

of the Glass-Steagall act that, even now, it 
is not hard to imagine the 66-year-old law 
once again staggering to its feet to postpone 
the celebrations of the Washington lobbyists 
and politicians who think they have finally 
put it to rest. Yet it seems that, after 12 at- 
tempts to scrap it in the past 25 years, the act 
enforcing a separation of commercial bank- 
ing, investment banking and insurance will 
shuffle off its mortal coil early in November 
1999. Nobody will mourn its passing. 

It is always good to be rid of bad legisla- 
tion—and Glass-Steagall was a lousy law 
from day one. Implemented in the darkest 
days of the Great Depression, the act played 
to populist beliefs that banks’ securities ac- 
tivities caused the Wall Street crash of 1929 
and the economic misery that followed in its 
wake. By 1933, when the act was passed, the 
economy had shrunk by 30%, a quarter of 
American workers were unemployed, and a 
third of the country’s banks had failed. 
Bankers got the blame. Indeed, they were 
compared unfavourably with Al Capone. 

The reality was mostly different. Accusa- 
tions of disreputable practices and dishonest 
dealings made against the banks, particular- 
ly during the Congressional “Pecora Hear- 
ings”, were not supported by any compel- 
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ling evidence. According to George Benston, 
an economist at Emory University’s Goizue- 
ta Business School, who has written several 
studies of the role played by banks in the De- 
pression, few failed because of their securi- 
ties activities. A bigger problem was restric- 
tions on inter-state banking that left small 
banks horribly undiversified. Indeed, banks 
with securities arms were less likely to fail 
than those without. 

Nor did shares underwritten by com- 
mercial banks perform worse than those un- 
derwritten by investment banks. Bank loans 
to brokers did not fuel the rise in share prices 
that preceded the crash. The real culprit for 
the Depression was the Federal Reserve— 
but Carter Glass, one of the two senators 
who gave their names to the act, had played 
a big role in the creation of the Fed, and was 
loth to blame his “perfect” institution. 

Subsequent experience, at home and 
abroad, has underlined the weaknesses of 
Glass-Steagall. Banks in America and Ja- 
pan-—where laws based on Glass-Steagall 
were imposed by the Americans during the 
post-war occupation—suffered from a lack 
of diversification compared with “univer- 
sal” banks in continental Europe. 

In the end, Mr Benston concludes, the 
Glass-Steagall act became law because it 





suited politicians and, surprisingly, the dif- 
ferent sorts of financial firms during what 
were hard times. Investment banks were 
naturally happy to have less competition. 
But many commercial bankers were anyway 
looking to get out of the securities business, 
and the new law provided an excuse for cut- 
ting jobs. For their part, smaller banks were 
pleased with the introduction of federal de- 
posit insurance and stronger restrictions on 
inter-state banking—which largely prevent- 
ed banks opening branches in other states. 


And finally 


A similar calculation that “everybody wins” 
now seems to have killed off Glass-Steagall. 
Most attempts at reform came a cropper be- 
cause one or more of the industry groups— 
commercial banks, investment banks, insur- 
ers—lobbied furiously against it. Last year, 
for the first time, they all felt that they had 
less to gain from keeping the system than 
from changing it. 

However, differences between politi- 
cians, and a regulatory turf war between the 
Federal Reserve and the Treasury’s Office of 
the Comptroller of the Currency, gave Glass- 
Steagall a last-minute reprieve. This year, 
even those differences seem to have been 
buried, if only to the minimum degree need- 
ed to finish Glass-Steagall. 

The first hurdle to overcome was a dis- 
pute about the Community Reinvestment 
Act (cra), which requires banks to reinvesta 
certain amount of their deposits in poor ar- 
eas. The Clinton administration had threat- 
ened to veto any reforms that weakened the 
CRA. Phil Gramm, the chairman of the Sen- 
ate Banking Committee, and a man who 
thinks that the state should not tell banks 
how to lend, threatened to block (as he did 
last year) any proposals that did not address 
his worries. The compromise was for the 
Clinton administration to keep the cra 
alive, while at the same time giving Mr 
Gramm enough to keep him happy—for in- 
stance, “sunshine” provisions, which de- 
mand that community groups disclose how 
they are using the money. 

A political row over how much protec- 
tion to give tocustomer data has been largely 
left to another year. And a measure of peace 
has also been achieved in the battle between 
the Federal Reserve and the Treasury over 
who would be the main regulator of the new 
combined “universal” financial-services 
firms that the change in the law will allow. At 
first sight, the Treasury and Fed have each 
given ground; in practice, the Fed won, be- 
cause it regulates a universal bank’s holding 
company. “Either the Treasury got snook- 
ered, or it was always ready to shift’, says 
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one Washington lawyer. 

Scrapping Glass-Steagall today will have 
lesseffect than it would have had a few years 
ago. Regulators, particularly the Fed, have 
gradually stripped the act of much of its 
power during the past two decades (see ta- 
ble). Last year’s merger of Citicorp and Trav- 
elers brought commercial banking, invest- 
ment banking and insurance underwnung 
under one corporate roof. However, Glass- 
Steagall, had it survived, would one day have 


Three’s company 


NEW YORK 


WO's a crowd. That, at least, has been 

the experience of Citigroup. For all 
their outward chumminess, the course of 
true love has not run smoothly between 
Sandy Weill and John Reed, the co-chair- 
men and co-chief executives of the finan- 
cial-services giant since it was formed in 
April 1998 by the merger of Citibank and 
Travelers. Mr Reed has confessed to initial 
difficulties in their relations. Prince Alwa- 
leed bin Talal of Saudi Arabia, Cit’s largest 
shareholder, has worried publicly about 
how well the two men were getting on. In 
July they drew up new job descriptions, 
putting Mr Weill in charge of day-to-day 
operations, with Mr Reed touring Silicon 
Valley to plot out Citi’s Internet strategy. 

Citi says the change has worked well. 
So well that what is marvellous with two 
will be even better with three.On October 
26th, Robert Rubin, until recently Ameri- 
ca’s Treasury Secretary, was ordained into 
what will now be Citi’s ruling Trinity. 

The mystery is what role the new man 
will play. Though “in the office of the 
chairman” and given the title of “chair- 
man of the executive committee of the 
board”, he will not be co-chairman, still 
less co-chief-executive. Nobody will re- 
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required Citigroup to divest itself of its insur- 
ance-underwriting business~—so there is a 
certain irony in the fact that days after the 
Treasury agreed to support the reform pack- 
age. former Treasury Secretary Robert Rubin 
took a top job at Citigroup (see box). 

There will now be few restrictions on 
banks and insurers merging (the Citi-Travel- 
ers deal was allowed only because insurance 
accounted for less than a quarter ot Travel 
ers’ revenues). Commercial banks will be al- 


port to him. He will, however, be “fully in 
the loop with John and Sandy”. 

Nobody at Citi will admit that Mr Ru- 
bin has been brought in to keep the peace. 
But an executive conceded that Mr Rubin 
would be a “bridge” between Messrs Weill 
and Reed and that possibly the only per- 
son capable of banging together Citi's two | 
ruling egos is the former Treasury Secre- | 
tary and ex-boss of Goldman Sachs. 

Why would Mr Rubin want to hop 
into an already troubled marital bed? It is 
not because he wants to have it all to him- 
self. His comment that “I will absolutely 
never be chief executive officer” brooks | 
no argument. Yet if rumours of Mr Reed’s 
impending retirement are true (they may 
not be) he might become a counter-bal- 
ance to Mr Weill as non-executive chair- 
man. Certainly, Mr Rubin loves Wall 
Street. His old firm, Goldman Sachs, 
talked to him, but decided not to disrupt 
its top management, though his erstwhile 
partners are miffed that he is batting for 
the opposition. Citi has given him both an 
opportunity and, apparently (though Citi 
declines to comment), a spectacular pay 
packet. Perhaps it will work, but three 
bosses ts quite a lot. 















. lowed to set up buy-out funds (along the 


lines of xxr), and to take equity stakes in 
companies to which they lend. It will also be 
easier for an investment bank to buy a com- 
mercial bank. Hitherto, mergers between 
commercial and investment banks have 
mostly had the commercial bank doing the 
buying: investment banks, such as Merrill 
Lynch, have complained that they could not 
buy a commercial bank. To do so they would 
have had toestablish a bank holding compa- 
ny and be regulated, much more onerously, 
by the Fed. The new rules will still require 
them to be regulated by the Fed, but this will 
be a less draconian form of regulation nick- 
named “Fed Lite”. Merrill now sees itself as a 
hunter, rather than hunted. 

For that reason and others, news that 
Glass-Steagall will go has encouraged predic- 
tions of another burst of financial-services 
mergers. Share prices in most financial firms 
rose sharply, but since many think that 
banks will be keen to buy insurance compa- 
nies, shares in the latter rose more than most. 

Would another merger wave be wise? 
From the viewpoint of shareholders in ac 
quiring firms, the record of financial mergers 
so far is distinctly unimpressive. Nor is it 
clear that repeal of Glass-Steagall will make 
them more successful. Although there may 
be cross-selling opportunities for banks 
wishing to hawk insurance products to their 
customers, it is not clear that buying an in- 
surance company is the best way to achieve 
that. Insurance companies are notoriously 
inefficient; banks might do better to set up 
their own insurance-underwniting opera- 
tions, Financial mergers may be easier post- 
Glass-Steagall. But just because you can doit. 
it doesn’t mean you should. 


Japanese venture capital 


Dumbing down 


TOKYO 


ITSUBISHI Motors is shedding 10,900 

jobs and Nippon Telegraph and Tele- 
phone some 20,000 workers. After a summer 
lull, big Japanese firms are knuckling down 
torestructuringonce more. With dole queues 
lengthening again, the thoughts of Keizo 
Obuchi, the prime minister, are turning to 
the jobs market. The parliamentary session 
which began on October 29th will be devot- 
ed to helping small companies and the ven- 
ture capitalists that nourish them, Until now, 
policy has been unusually intelligent. That, 
alas, is about to change. 

Japan’s small firms are losing both their 
youth and their vigour. Fewer young people 
are setting up their own businesses. In the 
years following the second world war, says 
the Ministry of International Trade and In- 
dustry (mitt), most company founders were 
under 40 years old. Now, most founders are 
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TOKYO 


"THAD seemed such a good idea. Tocom- 
memorate both the new millennium 
and the Group of Eight summit meeting in 
Okinawa next July, the prime minister, Kei- 
zo Obuchi, wanted to issue a ¥2,000 ($19) 
note, the first new denomination in 42 
years. And what a note. On its front would 
be a picture of the famous Shureimon gate 


the former rulers of the Ryukyu kingdom 
before it was annexed by Japan in the 17th 
century and renamed Okinawa. On its 
back would be a scene from the classic 
novel, “The Tale of Genji”, written by Mu- 
rasaki Shikibu at the dawn of the millenni- 
um that will have just ended. Magnificent. 
Unfortunately, the public has been dis- 
| tinctly cool to the idea. In one opinion poll, 
two out of three respondents said they 
| thought ita silly distraction and a waste of 
| taxpayers’ money. In a country that em- 
braced the decimal system earlier and 
more enthusiastically than many western 
ones, anything containing a numeral like 
two just seems odd. The prime minister's 
office has spent the past month explaining 








over 40. The number of small firmsis shrink- 
ing. Since 1991, more small firms have closed 
than opened, the opposite of what is hap- 
pening in America. miti officials blame Ja- 
pan’s backward venture-capital industry. 
The thrust of this autumn’s legislation aims 
to improve matters. 

Until now, mrri has been leading by ex- 
ample. Last year, it hired foreign consultants 
to set up a new investment model for the in- 
dustry. This is sorely needed. Japanese ven- 
ture capitalists use a mechanical approach. 
They find their “ventures” by cold-calling 
from chamber-of-commerce lists. The idea is 
to invest small amounts of money in a large 
number of companies. Since investors re- 
quire no seats on the board, they have little 
influence over managers. But that is not the 
idea: they are not in the business of supply- 
ing technical or financial advice. 

All of the large venture-capital firms are 
affiliated to big stockbrokers. They pick es- 
tablished companies so as to tie these in to 
underwriters before they list on Japan’s ov- 
er-the-counter (orc) stockmarket. On flota- 
tion, the venture-capital subsidiary cashesin 
its equity and the stockbroker trousers the 
underwriting fee. Since the stockbroker is in 
the driving seat, more attention is paid to 
marketing than to the quality of the original 
investments. So Japan’s growth companies 
are of middling quality and its venture capi- 
talists hostage to the vicious boom-and-bust 
cycle of the orc new-issues market. They are 
still recovering from the mid-1990s boomlet 
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| Japan's other currency woes 


of the Shurijo castle in Naha, the home of - 


that banknotes containing the 
numeral twoare fairly common 
overseas. The Americans, for in- 
stance, are perfectly happy 
with their $20 bills and the Brit- 
ish with their £20 notes. 

To no purpose, it seems. For 
a subcommittee of Mr Obuchi’s 
own Liberal Democratic Party 
(LDP) now proposes to redenominate the 
whole Japanese currency anyway. By strik- 
ing two noughts off all banknotes and 
coins, this would put the new yen on a par 
with the dollar and the euro. “That would 
be good for internationalising and regain- 
ing trust in the yen,” says the panel’s Hidey- 
uki Aizawa. 

There have been half-hearted attempts 
in the past to redenominate the yen. But 
this time something could actually hap- 
pen. The Lpp’s two coalition partners are 
enthusiastic. And given its big majority in 
both houses of the Diet (parliament), the 
coalition can now push through any legis- 
lation it chooses. A decision to redenomi- 
nate could be made within months. 






Nationalism plays its part in the coali- 
tion’s keenness. But so does the economy. 
Redenominating the currency would 
boost Japan’s struggling Gor by a healthy 
0.8%, says Wako Research Institute. There 
are, fora start, all those new banknotes and 
coins to issue. Then there are hundreds of 
thousands of vending machines and arms 
to adjust, at a cost of around 50,000 old yen 
ago. And nearly as much work would have 
to be put into rewriting computer software 
as was required to save Japan from the mil- 
lennium bug. By all accounts it would take 
two years to introduce the new yen. By 
then the ¥2,000 banknote will have served 


its celebratory purpose. Perhaps people 
could then hang iton their walls? 








and their books are filled with “living dead”: 
companies that failed to make it to market 
before the boom turned to bust. 

MITI has modelled itself on America’s 
venture-capital industry. It invests only in 
equity and only in young companies, which 
italso hopes to encourage by introducing tax 
breaks for business angels. It invests using 
limited partnerships, a vehicle made possi- 
ble by legislation passed last year. But it 
makes only token investments. So far miti 
has spent only ¥1 billion (¢10m) of the ¥10 
billion it has procured from the finance min- 
istry, mostly on information technology and 
e-commerce firms. It picks its companies 
with the help of a panel of private-sector ex- 
perts, who also provide advice and manage- 
ment support to firms. j 

Unfortunately, mrri is now getting bol- 
der. Its analysis of Japan’s shortage of start- 
ups is beguilingly simple. Despite the gov- 
ernment’s efforts, Japan still invests only 
about one-sixteenth of the money that 
America does in venture capital. So MITI 
wants to invest more itself. To do so, it has be- 
gun to warm up its old industrial policy. 

Ominously, mit: wants more money 
from the finance ministry for equity invest- 
ing. It also wants to combine this with soft 
loans from government lenders. At the mo- 
ment, government lenders demand physical 
collateral, such as property, when making 
loans. But mitt wants public money to be 
lent against business plans and other intel- 
lectual property. Moreover, although gov- 


emment lenders usually charge about2%on `~: 
their loans, policy loans qualify for a dis- = 
count and mit: wants its chosen firms to get 
this discounted rate. 

As other countries have found, govern- 
ment subsidies are a poor way of encourag- 
ing venture businesses. But in Japan there isa 
particular danger that mrti’s scheme could 
tum a temporary, macroeconomic policy 
measure into a enduring, microeconomic 
one. The temporary policy is an emergency 
measure introduced last year, under which 
the government increased by ¥20 trillion the 
loan guarantees for small firms handed out 
by Japan’s regional credit-guarantee associa- 
tions. Outstanding loan guarantees are now 
near ¥6o trillion, or 12% of total bank lend- 
ing—and are set to grow by ¥10 trillion more. 
The government expanded the scheme by 
raising the amount of money small firmscan 
borrow without pledging physical collater- 
al—the exact method mit! now proposes for 
Japanese venture businesses. 

These soft loans already make the work 
of serious venture capitalists hard enough. 
Foreign firms looking for Japanese deals say 
government money keeps duff companies 
in business and deters good ones from tak- 
ing their offers seriously. But then the real 
problems in Japan cannot be solved with a 
wad of cheap money. What small firms lack 
is opportunity, desire and willingness to take 
risks. That message, unfortunately, is not one 
that the politicians want to hear. 
a a cer ata IEAA s 
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German banks 


Beancounted 
out 


FRANKFURT 


ANKS like to break records, but not the 

kind that HypoVereinsbank has 
clinched. Formed last year in Germany’s big- 
gest-ever financial merger, it soon became 
the backdrop for what many consider the 
country’s most embarrassing bad-loan scan- 
dal. Now it has produced the bloodiest-ever 
boardroom purge in German banking. Sev- 
ensenior executives resigned this week, after 
auditors revealed that the loan scandal was 
as bad as the pessimists had feared. 

The merger of cross-town Munich rivals 
Hypo-Bank and Vereinsbank was touted as 
a joyful union steeped in mutual under- 
standing and respect. The harmony ended 
abruptly, however, when Albrecht Schmidt, 
Vereinsbank’s former boss and chairman of 
the merged bank, shocked analysts late last 
year with news of a DM3.5 billion ($2.1 bil- 
lion) black hole in Hypo-Bank’s German 
property-lending business. The bank’s asset 
valuations had become Panglossian, espe- 
cially in the east of the country, where a 
hoped-for boom had failed to materialise. 
Hypo’s former boss Eberhard Martini, who 
had moved to the supervisory board, insist- 
ed that Mr Schmidt was overreacting. A pub- 
lic slanging match ensued. 

After six months of number-crunching, 


A guide to graft 


WASHINGTON 


TTACKING corruption, or at least ap- 
pearing to, is a priority for almost ev- 

ery emerging economy. As academic evi- 
dence mounts that graft deters investment 
and economic growth, aid agencies tie 
their largesse more directly to clean gov- 
ernment, and citizens from Argentina to 
Indonesia demand less venal politicians, 
no country can afford to ignore its reputa- 
tion for corruption. That means no country 
can ignore Transparency International (r1). 
Every year since 1994 this Berlin-based 
non-profit organisation, dedicated to 
attacking corruption, has published an in- 
dex that ranks countries according to how 
corrupt they seem tobe. This year’s corrup- 
tion-perception index (cr1), published on 
October 26th, compiles the results of 17 dif- 
ferent surveys and covers 99 countries, 
ranking them on a scale from 10 (very 
clean) to o (very corrupt). According to the 
index, Scandinavian countries seem the 
least corrupt. Extreme corruption, how- 
ever, can be found in every region of the 
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the beancounters brought in 
to settle the dispute have vin- 
dicated Mr Schmidt. Their re- 
port, published on October 
26th, found that Hypo under- 
provisioned by DM3.6 billion, 
slightly above Mr Schmidt's 
estimate, and equivalent to 
more than a third of Hypo’s 
share capital. The report con- 
cluded that Hypo’s bosses 
should have spotted the gap 
before the merger was sealed. 
So wayward were Hypo’s 1997 
accounts that they have been 
declared invalid. 

Faced with such damning 
evidence, Mr Martini had no 
choice but to walk. Among 
others to go were the four members of the 
main management board who came from 
Hypo, and Hypo’s former finance chief. The 
exodus lays to rest the claam—which had al- 
ways been dubious—that the merger was 
one of equals. Vereinsbank was always in 
charge. Now its people run the show com- 
pletely. Some see this as a victory within the 
bank of Germanic conservatism over Anglo- 
Saxon risk-taking: Vereinsbank has always 
been happier with low risks and low returns 
than wheeler-dealing Hypo-Bank. 

The story is not quite over. Germany’s 
banking regulators are studying the report 
and may introduce new rules to reduce the 
likelihood of this debacle being repeated 
elsewhere. State prosecutors are looking into 
possible balance-sheet fraud. They will no 





Martini and Schmidt, an explosive cocktail 


doubt want to interview the various Hypo- 
Bank managers who, according to local press 
reports, warned board members that the 
bank’s provisioning was woefully inade- 
quate, but were told that their new calcula- 
tions were “unwelcome”. Possibly, the 
bank’s risk controls were decent enough, but 
its bosses chose to ignore them for the sake of 
profits. If so, then Hypo deliberately misled 
Vereinsbank during their merger talks. Ve- 
reinsbank’s shareholders are miffed that the 
share-swap ratio cannot be renegotiated be- 
cause the two banks had agreed not to 
change the terms for most unforeseen risks. 
How quickly can HypoVereinsbank re- 
cover, now that a line has been drawn? The 
stockmarket was impressed by the severity 
of the purge, pushing up the bank's shares by 





emerging world: such countries as Indone- 
sia, Nicaragua and Cameroon are at the 
bottom of 11’s list. 

By ranking countries individually, Trs 
results invariably generate a splash, partic- 
ularly in countries that have done poorly. 
But sexy headlines do not always reflect 
good statistics. In many emerging econo- 
mies, T! calculates its average score from a 
small number of surveys, which often 
have wildly different results. Take Nicara- 
gua. It scores 3.10n TI's index, a higher rank- 
ing than Colombia’s 2.9. But the individual 
results of the three surveys covering Nica- 
ragua range from 6.1 (which is higher than 
Japan’s average score) to 1.5 (equivalent to 
Cameroon). Colombia’s 11 surveys, how- 
ever, vary from only 2.4 to 4.4. A combina- 
tion of few sources and high variance be- 
tween them makes it hard to read much 
into simple averages, and hence into the 
rankings. 

These statistical issues have caused 
some academics to question the credibility 
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of t1’s index. New papers by Daniel Kauf- 
mann, Aart Kraay and Pablo Zoido, three 
experts on corruption statistics who work 
at the World Bank, argue that individual 
rankings convey spurious accuracy. Their 
research (www.worldbank.org/wbi/gac) 
suggests that today’s statistics are only 
good enough to divide countries into three 
groups: the 20 or so least corrupt, the 20 or 
so most corrupt, and the vast majority in 
between. Luis Moreno Ocampo, head of 
the Latin American chapter of T1, agrees, 
and to prove the point has published a sep- 
arate version of the tı rankings for Latin 
America, where countries are grouped in 
this way. 

Despite months of internal squab- 
bling, T1’s bosses in Berlin refuse to give up 
its ranking system, though they concede 
that some numbers are pretty meaningless. 
They point out that individual ranking has 
brought the project publicity, that ti is 
open about the statistics’ limitations, and 
that creating three groups could also in- 
volve arbitrary statistics. True, but beside 
the point. A group dedicated to transpa- 
rency should be the very last to publish 
misleading conclusions. 
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8%. There. was also applause for its decision 
to stick its doubtful property loans in asepa- 
rate unit and plans to launch an “earnings 
offensive” in December. And analysts con- 
tinue to salivate at the prospect of a tie-up 
with Dresdner Bank, a Frankfurt rival. . 

Talk of a bright new beginning may be 
premature, however. HypoVereinsbank 
may be as determined as ever to become a 
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powerful “super-regional”, focused on fi- 
nancing mortgages in Germany and Central 
Europe, but it has lost valuable time sorting 
out its problems. Moreover, many of the 
middle managers and branch staff from the 
Hypo-Bank side feel like losers now that 
their old bosses have been ousted. Keeping 
them motivated may prove even more diffi- 
cult than finding holes in the balance sheet. 
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The new economy 


E-xaggeration 


The digital economy is much smaller than you think 


EWSPAPERS and magazines are 

packed with stories about the digital 
economy, the information-technology (1) 
revolution and the Internet age. That their 
pages are filled with advertising from iT 
firms presumably has nothing to do with it. 
Such firms account for a quarter of the total 
value of the sap 500, and this week Dow 
Jones announced that Microsoft, Intel and 
spc Communications will be included in its 
industrial average from November 1st. Not 
before time, many say, for high-technology 
businesses now account for a huge chunk of 
the economy. Actually, they don’t. 

New figures published on October 28th 
by America’s Department of Commerce ap- 
pear to support the view that rr is very im- 
portant to the American economy. The de- 
partment now counts all business spending 
on software as investment (previously, it was 
a cost). This has both increased the apparent 
size of rr investment and boosted America’s 
rate of growth in recent years. 

But measuring the size of the “new” 
economy is a statistical minefield. The most 
generous estimate comes from the OECD, 
which tracks the “knowledge-based econ- 
omy”. It estimates that this accounts for 51% 
of total business output in the developed 
economies—up from 45% in 1985, But this de- 
finition, which tries to capture all industries 
that are relatively intensive in their inputs of 
technology and human capital, is implausi- 
bly wide. As well as computers and telecoms, 
it also includes cars, chemicals, health, edu- 
cation, and so forth. It would be a stretch to 
call many of these businesses “new”. 

A study published in June by the De- 
partment of Commerce estimates that the 
digital economy—the hardware and soft- 
ware of the computer and telecoms indus- 
tries—amounts to 8% of America’s Gpr this 
year. If that sounds rather disappointing, 
then a second finding—that rr has account- 
ed for 35% of total real Gpr growth since 
1994—should keep e-fanatics happy. 

Perhaps unwisely. A new analysis by 
Richard Sherlund and Ed McKelvey of Gold- 
man Sachs argues that even this definition of 
“technology” is too wide. They argue that 
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since such things as basic telecoms services, 
television, radio and consumer electronics 
have been around for ages, they should be 
excluded. As a result, they estimate the com- 
puting and communications-technology 
sector at a more modest 5% of Gpp—up from 
2.8% in 1990. This would make it bigger than 
thecar industry, but smaller than health care 
or finance. In most other economies, the 
share is lower; for the world as a whole, 
therefore, the technology sector might be 
only 3-4% of GDP. 

But what, you might ask, about the In- 
ternet? Goldman Sachs’s estimate includes 
Internet service providers, such as America 
Online, and the technology and software 
used by online retailers, such as Ama- 
zon.com. It does not, however, include tran- 
sactions over the Internet. Should it? E-busi- 
ness is tiny at present, but Forrester 
Research, an Internet consultancy, estimates 
that this will increase to more than $1.5 tril- 
lion in America by 2003. Internet bulls calcu- 
late that this would be equivalent to about 
13% of cpp. Yet it is misleading to take the to- 
tal value of such goods and services, whose 
production owes nothing to the Internet. The 
value added of Internet sales—ie, its contri- 
bution to Gpp—would be much less, proba- 
bly little more than 1% of cpp. 

This is not to deny that the Internet is 
changing the way that many firms do busi- 














ness—by, forexample, enabling them to slim 
inventories—but, in the near future, as a pro- 
portion of cor, itis likely to remain small. 


A Luddite’s lament 


If measuring the size of the technology sector 
is hard, calculating its contribution to real 
economic growth is trickier still, because the 
prices of rr goods and services (adjusted for 
quality) have fallen sharply relative to the 
prices of other goods and services. For exam- 
ple, official figures show that America’s 
spending on rr has risen by 14% a year in 
nominal terms since 1992, but by more than 
40% a year in real terms. This figure is so high 
partly because it is extremely sensitive to as- 
sumptions about the rate at which the price 
and quality of rr ischanging. 

The Commerce Department calculates 
that the technology sector has contributed 
35% to overall economic growth over the past 
four years. But because such figures are 
based on spending in real terms, the Gold- 
man Sachs study reckons they are mislead- 
ing. In nominal terms, rr has accounted for a 
more modest 10% of Gpr growth in the past 
four years. 

Another popularly quoted figure is that 
business spending on rr has risen from 10% 
of firms’ total capital-equipment investment 
in 1980 to 60% today. But again, this is based 
on constant-dollar figures, and so it hugely 
exaggerates the true increase. In terms of cur- 
rent dollars (and before the latest revisions), 
Goldman Sachs calcuate that business in- 
vestment in computers accounts for 35% of 
total capital spending, not 60%. And even 
this exaggerates the importance of 11, be- 
cause much of the money goes to replace 
equipment which becomes obsolete ever 
more quickly. The share of rr in additional 
“net” investment is much smaller. Comput- 
ers still account for only 2% of America’s total 
net capital stock. 

For years economists have been seeking 
in vain for evidence that computers have 
dramatically raised productivity.One expla- 
nation for the failure of productivity to surge 
may be that official statistics are understat- 
ing its growth. Another is that much invest- 
ment in it has been wasted: hours spent 
checking e-mail, surfing the Net or playing 
games reduce, not increase, productivity. A 
third may simply be that ıt is still too small 
to make a difference: for the moment, appro- 
priately enough, you can count the digital 
economy on the fingers of one hand. 

That is changing, and firms are learning. 
And note this: if you add in all computer 
software and telecoms (on the widest defini- 
tion), the share of rr in the capital stock rises 
to 10-12%. As it happens, this is almost the 
same as railways at the peak of America’s 
railway age in the late 19th century. Railways 
boosted productivity and changed the face 
of Victorian commerce. Hype is hype—but 
the new economy may yet happen anyway. 
Robe seinen tenia ray V RENTON DT RCT EAN RE EA 
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Better than guesswork? 





Economic forecasts of every kind are pretty unreliable—but few more so 


than forecasts of exchange rates 


F YOU want to predict inflation, as any 
central bank must if it is to get its mone- 
tary policy right, one of the main things 
you would like to know is the future path 
of the exchange rate. The more open your 
economy is, the more your inflation fore- 
cast depends on this. It is a pity, because 
forecasting exchange rates is probably 
more difficult than forecasting any other 
macroeconomic variable. 
Broadly speaking, there are four ap- 
proaches. The first and simplest says: as- 


sume the exchange rate a year from now 
will be the same as it is today. This, to use 
the technical term, is the random-walk hy- 
pothesis: the probability of a rise in the ex- 
change rate is the same as the probability of 
a fall. The fancy name does nothing for this 
method's forecasting ability, which is bad. 

The second approach starts from the 
idea that financial markets are efficient. 
Suppose a safe dollar-denominated bond 
is paying 5% a year, and that a safe sterling- 
denominated bond is paying 7%a year. The 
market evidently assumes that the total 
dollar (or sterling) return on these bonds 
will be the same; otherwise, the interest 
rate on the bond which is expected to earn 
less, after allowing for changes in exchange 
rates, would rise to compensate. Implicitly, 
then, the market is expecting the dollar to 
appreciate against sterling by 2% a year— 
sufficient to equalise the total returns, or, in 
the jargon, to achieve uncovered interest 
parity (ure). It makes perfect sense. It is alot 
cleverer than the random-walk idea. It is if 
anything even worse at prediction. 

The third approach asks what change 








in the exchange rate will be required to 
move the economy closer to equilibrium, 
defined mainly in terms of achieving a sus- 
tainable balance of payments (the mean- 
ing of “sustainable” is another question). 
Whether this fundamental-equilibrium- 
exchange-rate (FEER) method is really a 
forecasting technique (for working out 
what will be) or a claim about what is de- 


E 


sirable (what should be) is another moot 
point. Anyway, FEERS yield poor forecasts. 

The fourth approach is to look at an 
even more fundamental concept of equi- 
librium, based on the idea that exchange 
rates should move to equalise prices in dif- 
ferent currency areas. This method is con- 
cerned with parity in purchasing power 
(ppp) rather than in the returns on financial 
assets. You would expect it to work in the 
longer run rather than the short run, and in 
that case it could be consistent with ure. It 
works tolerably well in the (very) long run, 
but is virtually useless in the short run. 

In a public lecture last month, Sushil 
Wadhwani of the Bank of England’s mone- 
tary policy committee (which sets British 
interest rates) suggested yet another proce- 
dure*. His intermediate-term model-based 
equilibrium exchange rate (ITMEER: you're 
nowhere in this business without an acro- 
nym) essentially combines the urr and 
FEER approaches, It says that exchange 
rates move to reflect interest differentials 
plus a risk premium, which in turn is influ- 
enced by the sorts of variables that FEER 


advocates would use in their models and 
also by an assortment of asset-return dif- 
ferentials (such as differences in dividend 
yields). Because this method encompasses, 
or “nests”, UIP and FEER, it can recognise 
them as special cases: if either of those 
models is true, the data will say so when 
they confront the rrmEER equation. 

ITMEER does quite well, considering. It 
explains more of the variation in exchange 
rates than the other methods (although its 
estimated links between currencies and 
the various explanatory variables are sta- 
tistically fragile). Exchange rates, ITMEER 
says, are drawn, albeit waveringly, towards 
an equilibrium level. interest-rate differen- 
tials are less powerful than uir suggests; 
and the current-account balance is weaker 
than FEER says. Unemployment, which 
followers of FEER maybe should have in- 
cluded in their models but mainly have 
not, matters more. An increase in unem- 
ployment depreciates the exchange rate— 
and directly, not merely indirectly through 
its effect on interest rates. | 

As Mr Wadhwani explained, all this 
matters more than one wishes it did. At the 
moment the pound is significantly over- 
valued with respect to the euro according 
to ppp and FEER. UIP also predicts that ster- 
ling will fall, because British interest rates 
are higher than euro interest rates. This as- 
sumption feeds into the Bank’s inflation 
forecast. According to ITMEER, however, 
the pound may stay about where it is. The 
pound rose against the p-mark, according 
tO ITMEER, partly because German unem- 
ployment went up relative to British unem- 
ployment: this weakened the p-mark be- 
cause it implies that Germany’s underlying 
current-account position is worse, and be- 
cause, to the extent that it reflects a worsen- 
ing of supply-side conditions in Germany, 
it will discourage inward investment. 

Tentative conclusion: the pound may 
stay strong, inflationary pressures are 
weaker than they seem, and the Bank can 
be a bit more relaxed when it comes to set- 
ting interest rates. 

Ah well, says Mr Wadhwani, none of 
these models is to be applied mechanical- 
ly—how right he is about that—and there 
are many other considerations and so on 
and so forth. No doubt. For once, though, 
the obligatory call for more research is 
worth heeding: the direct channel between 
unemployment and currencies seems to 
have been overlooked up to now, and Mr 
Wadhwani's results suggest that this is an 
omission that matters. 


*See www.bankofengland.co.uk/speeches/speechsa.pdf 
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The business of banking 


Banks have been at the heart of economic activity for eight 
centuries. In this, the second of our schools briefs on the world of 
finance, we explain why banks evolved, how they function, 
what they do, and the challenges they face 


HEN asked why he had 

robbed a bank, Willie Sutton, 
a 19th-century American outlaw, 
replied: “Because that’s where the 
money is.” His reasoning is hard to 
fault since modern banking 
emerged in 12th-century Genoa, 
banks and money have gone hand 
in hand. 

Banks are still pre-eminent in 
the financial system, although oth- 
er financial intermediaries are 
growing in importance. First, they 
are vital to economic activity, be- 
cause they reallocate money, or 
credit, from savers, who have a 
temporary surplus of it, to borrow- 
ers, who can make better use of it. 

Second, banks are at the heart 
of the clearing system. By collabo- 
rating to clear payments, they help 
individuals and firms fulfil trans- 
actions. Payments can take the 
form of money orders, cheques or 
regular transfers, such as standing 
orders and direct-debit mandates. 

Banks take in money as depos- 
its, on which they sometimes pay 
interest, and then lend it to bor- 
rowers, who use it to finance in- 
vestment or consumption. They 
also borrow money in other ways, 
generally from other banks in what 
is called the interbank market. 
They make profits on the differ- 
ence, called the margin or the 
spread, between interest paid and 
received, As this spread has been 
driven down by better informa- 
tion and the increasing sophistica- 
tion of capital markets, banks have 
tried to boost their profits with fee 
businesses, such as selling mutual 
funds. Such income now accounts 
for 40% of bank profits in America. 

Deposits are banks’ liabilities. 
They come in two forms: current 
accounts (in America, checking ac- 
counts), on which cheques can be 
drawn and on which funds are 
payable immediately on demand; 
and deposit or savings accounts. 
Some deposit accounts have notice 
periods before money can be with- 
drawn: these are known as time de- 
posits or notice accounts. The inter- 
est rate paid on such accounts is 
generally higher than on demand 
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deposits, from which money can 
be immediately withdrawn. 

Banks’ assets also range be- 
tween short-term credit, such as 
overdrafts or credit lines, which 
can be called in by the bank at little 
notice, and longer-term loans, for 
example to buy a house, or capital 
equipment, which may be repaid 
over tens of years. Most of a bank’s 
liabilities have a shorter maturity 
than its assets. 

There is, therefore, a mismatch 
between the two. This leads to pro- 
blems if depositors become so 
worried about the quality of a 
bank's lending book that they de- 
mand their savings back. Although 
some overdrafts or credit lines can 
easily be called in, longer-term 
loans are much less liquid. This 
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“maturity transformation” can 
cause a bank to fail. 

A more common danger is 
credit risk: the possibility that bor- 
rowers will be unable to repay their 
loans. This risk tends to mount in 
periods of prosperity, when banks 
relax their lending criteria, only to 
become apparent when recession 
strikes. In the late 1980s, for exam- 
ple, Japanese banks, seduced by 
the country’s apparent economic 
invincibility, lent masses of money 
to high-risk firms, many of which 
later went bust. Some banks fol- 
lowed them into bankruptcy; the 
restare still hobbled. 





A third threat to banks is inter- 
est-rate risk. This is the possibility 
that a bank will pay more interest 
on deposits than it is able to charge 
for loans. It exists because interest 
on loans is often set at a fixed rate, 
whereas rates on deposits are gen- 
erally variable. This disparity de- 
stroyed much of America’s sav- 
ings-and-loan (thrifts) industry. 
When interest rates rose sharply in 
1979 the sars found themselves 
paying depositors more than they 
were earning on their loans. The 
government eventually had to bail 
out or close much of the industry. 
One way around this is to lend 
at variable or floating rates, so as to 
match floating-rate deposits. How- 
ever, borrowers often prefer fixed- 
rate debt, as it makes their own in- 
terest payments predictable. More 
recently, banks and borrowers 
have been able to “swap” fixed- 
rate assets for floating ones in the 
interest-rate swap market. 


Minding the bank 


Because banks provide credit and 
operate the payments system, their 
failure can have a more damaging 
effect on the economy than the col- 
lapse of other businesses. Hence 
governments pay particular atten- 
tion to the regulation of banks. In- 
dividual banks have reserve 
requirements; that is, they must 
hold a proportion of their deposits 
at the central bank, where they are 
safe and immediately accessible. 
The central bank typically pays lit- 
tle or, in America, no interest on 
these reserves. However it can 
charge interest on its loans, which 
is one way in which the banking 
system pays for its own regulation. 

As a second cushion against a 
liquidity crisis, the central bank 
acts as lender of last resort. That is, 
when it worries that solvent banks 
might struggle to raise money, it 
will step in and provide finance it- 
self. America's Federal Reserve did 
this after the 1987 stockmarket 
crash. Ten years later the Bank of 
Japan did the same because it 
thought that the difficulties the 
country’s banks had in raising 






money were only temporary. 

Another way in which regula- 
tors have tried to keep banks’ heads 
above water is to force them to 
match a proportion of their risky 
assets (ie, loans) with capital, in the 
form of equity or retained earn- 
ings. In 1988 bank regulators from 
the richest countries agreed that 
the capital of internationally active 
banks should, with a few varia- 
tions, amount to at least 8% of the 
value of their risky assets. This 
agreement, called the Basle Accord, 
is beingrevised, largely because the 
original makes only crude distinc- 
tions between loans’ different lev- 
els of risk. 

It is not just the failure of indi- 
vidual banks that gives regulators 
sleepless nights. The collapse of 
one bank can spread trouble 
throughout the financial system as 
depositors from other, healthy, 
banks suddenly fear for their mon- 
ey. Regulators step in because they 
want to prevent a collapse of the 
entire system. 

Governments try to minimise 
the risk of such failure in several 
ways. One is to impose harsher reg- 
ulation on banks than on other 
sorts of companies; often, the regu- 
lator is the central bank. Another 
tack is to try to prevent runs on 
banks in the first place. Following 
the collapse of a third of all Ameri- 
can banks in 1930-33, the govern- 
ment set up an insurance scheme 
under which it guaranteed to re- 
pay depositors, up to a certain lim- 
it,in the event of bank failure. 

Following America’s lead, oth- 
er countries have also introduced 
deposit-guarantee schemes. Even 
where they have not, depositors of- 
ten assume that there is an implicit 
guarantee, because the govern- 
ment will step in rather than risk a 
collapse of the whole system. In 
this decade, the Japanese govern- 
ment went to the extreme of guar- 
anteeing all lenders (not just de- 
positors) to the country’s biggest 
banks until the end of the century. 

Some argue that these guaran- 
tees make bank failures more like- 
ly, because they encourage deposi- 
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tors to be indifferent to the 
riskiness of banks’ lending. More- 
over, as banks get bigger, they are 
also likely to conclude that they are 
“too big to fail”, which is an incen- 
tive to take more risk. Both are a 
form of moral hazard. 

To combat moral hazard, regu- 
lators try to be ambiguous about 
how big is too big, and to restrict the 
amount of insurance they provide. 
In recent years, none of these mea- 
sures has prevented ill-advised 
lending by banks around the 
world. Failures include the exces- 
sive loans of American banks to 
Latin America in the 1980s; and 
banking crises in Japan, Scandina- 
via and East Asia. 

In many countries, govern- 
ments have responded to emer- 
gencies by nationalising the worst 
banks, often pledging to inject cap- 
ital, take on their dud loans, and re- 
privatise them. This is fine in the- 
ory, but in practice it often distorts 
the market for the remaining pri- 
vately owned banks by keeping 
too many banks in business and by 
allowing nationalised banks with 
the benefit of a government guar- 
antee to borrow more cheaply. 


A mixed bank 


Another difficulty increasingly 
faced by both regulators and 
banks is the plethora of institutions 
that conduct banking business. In 
Germany, for example, less than a 
third of deposits by value are held 
within the privately owned bank- 
ing sector. Retail banks—those that 
do business mainly with individ- 
uals—often compete with mutual 
or state-owned institutions. Often, 
such institutions were founded to 
provide mortgage financing. Spain 
has its cajas--savings banks 
owned by regional governments; 
France, the Netherlands and Japan 
all have agricultural co-operative 
banks that were created to finance 
farmers. 

Active mutual and state- 
owned banks can lower the profit- 
ability of privately owned banks, 
since they tend to care less about 
profits. In France and Germany, 
banks’ returns are far below those 
in Britain or America. As a result, 
banks’ assets—the traditional mea- 
sure of size—are often unrelated to 
the value of the banks on the stock- 
market (see chart 1 on previous 
page). 

Increased competition in lend- 
ing has meant that over the past 
couple of decades banks have ex- 
panded their lines of business. In 
Europe, in particular, a new type of 
banking, called bancassurance 
{Allfinanz in Germany) has grown 
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up. This is a fusion of banking and 
other financial services and in- 
volves banks selling life assurance 
and long-term savings products, 
such as pensions, as well as taking 
traditional bank deposits. 

Banks that combine all of these 
elements are known as universal 
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banks. Germany’s big three Frank- 
furt-based banks, Deutsche, 
Dresdner and Commerzbank, are 
all universal banks, as is HsBc, the 
Anglo-Chinese giant. So, arguably, 
is America’s Citigroup, which is the 
product of a merger between Citi- 
bank’s global-banking business 
and the Travelers insurance group. 

Banking is a lot messier than it 
was. In Britain, two big supermar- 
ket chains, Tesco and Sainsburys, 
now take deposits. Many non- 
banking firms, such as General 
Motors, also now provide credit, al- 
though regulators are less worried 
about institutions lending money 
than about those collecting it. 
American credit-card operators, 
such as Capital One and MBNA, 
have entered the market, using the 
techniques of database marketing 
to identify the most lucractive cus- 
tomers. This has caused estab- 
lished lenders to trim their rates. 
Last year the Prudential, Britain’s 
biggest life insurer, launched a tele- 
phone and Internet bank, called 
Egg, which has lured a large 
amount of money away from tra- 
ditional banks. 

Worse still for traditional 
banks, many companies in Ameri- 
ca raise money by selling bonds 
rather than by borrowing from 
banks, a process called disinterme- 
diation. In America, the share of 
business finance that comes from 
banks has shrunk from 59% in 1970 
to 46% today. With the single mar- 
ket and the euro, European firms 
are increasingly following suit. This 


has benefited investment banks. 
Investment banks, as distinct 


from ordinary “commercial” 
banks, help firms raise money in 
the capital markets, and advise 
them whether to finance them- 
selves with debt or equity. They 
underwrite such issues by agree- 
ing, often with other banks in a 
syndicate, to buy any unsold secu- 
rities, and are paid a commission 
for this service. They provide a liq- 
uid market in securities, and (now 
less than in the past) invest their 
own capital, an activity known as 
proprietary trading. In addition to 
advising clients on raising finance, 
they also advise on mergers and ac- 
quisitions, usually their most lu- 
crative work. 

In America the Glass-Steagall 
Act has prevented commercial 
banks from acting as investment 
banks and also from underwriting 
insurance. Japan has a similar rule. 
Although the act is now likely to be 
repealed in America, its effects 
have already been much weak- 
ened. Commercial banks have 
been able to underwrite some se- 
curities. Investment banks have of- 
fered services that look exactly like 
current accounts. Some now even 
offer credit cards. 

As well as entering the invest- 
ment-banking business, commer- 
cial banks have responded to in- 
creased competition by trying to 
cut costs. The way is being led by 
banks in America and Britain, 
where shareholders hold more 
sway, labour laws are less restric- 
tive and deregulation is more ad- 

















vanced. They have merged, re- 
placed costly branches with 
cheaper ones in supermarkets and 
such places, laid off expensive staff 
and moved processing to cheap 
“back-office” administration cen- 
tres. Those that fail to get costs un- 





der control become the target of 


takeover bids. This is because it is 
easier to cut costs by buying a rival 
bank and eliminating overlapping 
branches and overheads. As chart 2 
shows, this process has led to in- 
creased concentration in some 
banking markets around the world 
(in Britain the figures are distorted 
by the reclassification of many 
building societies as banks, there- 
by enlarging the banking market). 

Rivals in other countries, espe- 
cially in continental Europe and 
Asia, have found it difficult to cut 
labour costs. Until recently, they 
have tried to increase profits by 
lending more or by expanding the 
number of branches (see chart 3). 
However, thanks to the single mar- 
ket in financial services, European 
banks have tried to cut costs by 
merging, too. Since monetary un- 
ion at the beginning of the year, the 
restructuring has gathered pace. In 
Japan, where consolidation has 
been painfully slow, banks are at 
last starting to do the same. 


Credit online 


Despite all the effort being made 
by banks to consolidate and cut 
costs, the advance of the Internet 
raises doubts over their long-term 
prospects. Without the expense of 
running branches, online banks 
have lower costs and can thus offer 
cheaper products or higher interest 
rates to depositors. 

E-Loan, an American online 
bank, originally offered cheap 
mortgages; now it also offers cheap 
credit cards, car loans and small- 
business finance. Americans, tired 
of the tedious paperwork of writ- 
ing cheques and reconciling bank 
accounts, are ready to relinquish 
such duties to the likes of paymy- 
billscom. These services, which 
concentrate on the most profitable 
customers for each product, threat- 
en to leave banks with the unprof- 
itable rump of depositors and bor- 
rowers. Having seen share-trading 
move online more rapidly than 
many had expected, traditional 
banks are trying to come up with 
their own Internet strategy. 

In the next phase of net bank- 
ing, the Internet will be used by in- 
novative financial firms to pool in- 
formation about customers’ entire 
financial affairs, including their 
non-bank products, such as mutu- 
al funds. This is an even greater 
danger to traditional banks, be- 
cause it threatens to be better than 
the service they can provide of- 
fline. Future Willie Suttons may 
need a course in hacking: the mon- 
ey will bein the ether. 
tata mi 





THE ECONOMIST OCTOBER 30TH 1999 





Showing off 


SAN FRANCISCO 





‘SCIENCE AND TECHNOLOGY 


This week’s section is devoted to the technology of displays. First, two articles 
on new ways of presenting information on screen. Then, a method of 
improving giant televisions. Lastly, how to predict whether your movie will 


be a peacock or a turkey 


ICK of your old wallpaper? Why not just 

flip a switch and create a new pattern? Or 
download the latest designs from the In- 
ternet, try them for a few days, and then pick 
one you like? 

Science fiction, of course. But it may not 
be so for much longer. A dozen. companies 
around the world are developing a material 
that is supposed to have all the advantages 
of traditional paper without its biggest 
drawback—that you cannot easily reuse it. 

Though the underlying con- 
cept of “electronic paper’—or, 
perhaps more accurately, “elec- 
tronic ink”, is 20 years old, it is only 
now that firms have started to 
move from researching the idea to 
developing it into a marketable 
product. Earlier this month, £ Ink, 
a small company based in Cam- 
bridge, Massachusetts, and Lucent 
Technologies, a rather larger com- 
pany based in New Jersey, an- 
nounced plans to develop elec- 
tronic paper into something that 
people could actually buy. They 
were following in the wake of Xe- 
rox and 3m, which agreed in June 
to bring to market “a digital docu- 
ment display with the portability 
ofa plain sheet of paper”. 


An awful lot of balls 


Contests between standards are 
often sources of irritation for out- 
siders, but for the participants 
they are deadly serious. The prize here will be 
ashare of both the computer-display market 
(currently $18 billion a year) and the paper 
market (another $18 billion for newsprint 
alone). Even a small percentage of those 
sums will be big money. And, since the two 
consortia are using incompatible approach- 
es, itis likely that only one will prevail. 

There are some similarities, however. 
Both £ Ink and Xerox have worked out ways 
to make tiny balls, embed them into or apply 
them on to a thin supporting material, and 
then turn them black or white at the touch of 
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a button, thereby forming text or graphics. 
And critically, in contrast to existing elec- 
tronic displays, the images thus created do 
not disappear if the power is turned off. 

The two consortia, however, achieve the 
effect in rather different ways. Xerox’s tech- 
nology, developed by Nicholas Sheridon, a 
researcher at Xerox PARC, the firm’s research 
laboratory in Silicon Valley, is known as Gyr- 
icon—an adaptation of the Greek root “gy- 
ro”, to rotate. It uses beads that are a tenth of 





a millimetre in diameter. Each bead is black 
on one side and white on the other. Each is 
also “dipolar”, meaning one hemisphere can 
carry a slightly stronger electric charge (in 
this case, positive) than the other. That 
means that the beads will tum and tum 
aboutif an electrical field is applied to them. 

E Ink, by contrast, uses tiny plastic cap- 
sules. These were invented by Joseph Jacob- 
son, a researcher at the Massachusetts Insti- 
tute of Technology’s well-known Media Lab, 
who is one of the company’s founders. The 
capsules, also a tenth of a millimetre across, 


are filled with dark ink and particles of white 
paint. In this case it is the paint that carries 
the positive charge. Electrodes located be- 
hind the capsules can therefore attract or re- 
pel the particles. If those particles have been 
pushed to the top of a capsule, it appears 
white. If they have been pulled down to the 
bottom, it appears black. 

Both technologies seem to work well, 
and can sustain millions of rewritings. But 
they do not yet match the quality of paper. 
Dr Sheridon and his colleagues have created 
prototype displays with more than 200 dots 
per inch (80 dots per centimetre)—about 
twice as fine a resolution as most laptop 
screens, but only half as clear as a decent la- 
ser printer. In the not-too-distant future, 
however, they hope to achieve the bright- 
ness and contrast of traditional newsprint. 

E Ink seems tobe further along. The com- 
pany has already embarked on a commer- 
cial demonstration of its technology. In May, 
it installed an experimental display, called 
Immedia, in a store belonging to J.C. Penney, 
a large American retail chain. The 
sign, which is about 1.8 metres high 
and 1.2 metres across, is less than 
three millimetres thick and 
weighs only four kilograms. Its 
message can be altered instantly 
via a wireless connection similar 
to that of a pager. 

As important as the technol- 
ogy itself, both Xerox and £ Ink 
have come up with ways to mass- 
produce digital paper cheaply. Dr 
Sheridon has invented an appara- 
tus that can produce several litres 
of plastic beads a day. It is a palm- 
sized steel disk set on a spindle. 
The disk is set spinning at about 
3,000 revolutions a minute. White 
molten plastic is then pumped on 
to the top of the disk, and black 
plastic on to the bottom. Centrifu- 
gal force causes both materials to 
move to the edge of the disk. Here 
they join up and are hurled away, 
forming tiny two-coloured balls. 

The “paper” in which the beads are em- 
bedded is actually silicon rubber. Once the 
beads have been mixed into the liquid rub- 
ber, it is rolled out into a thin film and cut 
into sheets.-The sheets are then soaked in oil, 
which penetrates the rubber and creates oil- 
filled cavities around each of the balls, allow- 
ing them to rotate freely. 

E Ink’s task was somewhat easier. It was 
able to adapt the microencapsulation tech- 
niques used to make, for example, scratch- 
and-sniff perfume advertisements and car- 
bonless copy paper. And because the com- 
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pany uses capsules rather than beads, itcan 
mix them with a binding agent and print its 
electronic ink on to almost any surface, just 
as though it were real ink. 

E Ink also intends to print the circuitry 
that runs the display on to its electronic pa- 


with Lucent. Bell Labs, Lucent's research divi- 
sion, has recently developed flexible com- 
puter circuits and transistors that can be 
printed on to thin sheets of plastic using a 
method similar to silk-screening t-shirts. 





A pointed display 


SEATTLE 


LECTRONIC paper is not the only 

technology aimed at replacing existing 
ways of displaying information. At a re- 
cent meeting of the American Vacuum So- 
ciety, in Seattle, delegates heard about the 
latest attempts to supersede the liquid- 
crystal displays (Lcps) that currently grace 
laptop computers. Curiously, one of the 
most promising of these harks back to the 
clunky cathode-ray tubes that cps them- 
selves were designed to replace. 

One reason Lcos have not knocked 
cathode-ray tubes off their perch on the 
desk-top as well as the laptop is that their 
pictures are frequently not as good. In a 
cathode-ray tube the phosphor elements 
on the screen generate the light that the 
eye perceives. (They are stimulated to do 
this by being bombarded with electrons, 
which were originally known as cathode 
rays.) The elements on an Lcp, by contrast, 
work by generating darkness. 

In an tcp, the whole screen is illumi- 
nated from behind. Individual elements 
on the screen then block the passage of 
some of that illumination to create an im- 
age. The blocking elements are made of 
liquid crystals—cigar-shaped molecules 
that rotate in response to an electric field. 
If you line up the crystals that compose an 
element in such a field, light can pass. 
Switch the field off, allowing them to scat- 
| ter at random, and it cannot. 

The result is a screen that is flat, but 
which cannot be viewed from the side 
(because light leaks around the edges of 
the individual elements) and which can- 
not respond rapidly to changes in the pic- 
ture (because liquid crystals take longer to 
reorganise themselves than phosphors do 
to start and stop emitting). That, however, 
could change, thanks to a technology 
called field-emission display. This tech- 
nique abandons the single, bulky electron 
gun used in cathode-ray tubes and re- 
places it with a myriad tiny derringers, 
each pointed at a lone phosphor. 

These “micro-guns” are tiny cones. 
The laws of electrostatics encourage elec- 
trons to congregate at sharp points on con- 
ductors—in this case the tips of the cones. 
From here they are easily pulled towards 
| thenearest phosphor by anelectric field (a 
| process known as field emission). 
Candescent Technologies, of San Jose, 








California, used the meeting to demon- 
strate a field-emission display that is only 
eight millimetres thick. Candescent’s 
cones, made of molybdenum, are less 
than a millionth of a metre high and are 
placed about a millimetre away from the 
phosphors on the screen. 

Motorola, another company at the 
conference, is also interested in field-emis- 
sion, but it has a more esoteric idea for cre- 
ating the micro-guns. It plans to use car- 
bon nanotubes—cylindrical versions of 
the much-hyped form of carbon called 
buckminsterfullerene, or “buckyballs”. 
Eventually, these should act as points 
even finer than Candescent’s cones. 

Toget its displays to work, Candescent 
has had to overcome a number of techni- 
cal problems. One was to find acheap way 
to make the cones. Another was to engi- 
neer tall, skinny spacers to stop the screen 
from touching the cones. These spacers 
have to bea millimetre high but only a few 
thousandths of a millimetre wide so that 
they can fit between the phosphors with- 
out interrupting the flow of electrons. 

There is also the difficulty of keeping 
the vacuum hard, to stop electrons bump- 
ing into stray gas molecules on their way 
to the phosphors. Although the apparatus 
is hermetically sealed, small amounts of 
gas leak out of the phosphors themselves. 
This causes the picture quality to degrade 
after 1,000 hours or so. Candescent ex- 
pects to increase this to 15,000 hours, but it 
will take a year or two. If the company suc- 
ceeds, however, it could be a case of “The 
cathode-ray tube is dead. Long live the 
cathode-ray tube.” 
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It is too early to say which of these ap- 
proaches will prevail. Indeed, other technol- 
ogies, many of them still pretty outlandish, 
could eventually triumph over both. 

One being investigated at Bell Labs, for 
example, relies on a protein called bacterio- 
thodopsin—which, as its name. suggests, 
originates from certain species of bacteria. 
Bacteriorhodopsin has the habit of changing 
from blue to pale yellow in an electric field, 
which might be useful in colour displays. At 
this stage, however, using the protein that 
way could turn reading into a truly electrify- 
ing experience: a charge of about 4,000 volts 
is needed to trigger the colour change. 

In any case, it will take at least five years 
before people will be able to read The Econo- 
mist on electronic paper. £ Ink expects its 
products to appear first in retail stores where 
they might, for example, replace traditional 
price tags with ones that keep up with infla- 
tion or down with deflation. 

Next on the company’s list are displays 
for handheld computers and other electron- 
ic devices. Electronic paper could make 
these even lighter—and changing or recharg- 
ing batteries could become a thing of the 
past. That is because electronic paper does 
not need backlighting in the way that liquid- 
crystal displays do (see box) and making 
beads or capsules change colour does not 
take much energy. Tomorrow’s handheld de- 
vices could therefore be powered by solar 
cells in much the same way that many of to- 
day’s calculators are. 

Gutenberg’s successors are already 
working on more paperlike applications. Dr 
Sheridon has come up with a so-called 
wand—an electronic stick that can hold ten 
full-size books and also transfer text on toa 
sheet of Gyricon if a user runs the wand over 
the surface like a handheld scanner. He esti- 
mates that the wand will cost about $100 and 
aGyricon sheet about $1, which would make 
the combination cheap enough to be used 
even in developing countries. 

Dr Jacobson, for his part, is working on 
the modestly titled “Last Book”. This is sever- 
al hundred pages of electronic paper bound 
together, with a computer concealed in the 
spine. It could, in principle, store entire li- 
braries. A reader of this device would scroll 
through the list of works available. When he 
selected one, the text would instantly appear 
on the book’s pages. Dr Jacobson expects 
these ultimate tomes to retail for between 
$500 and $1,000. 

If the technology doesn’t flop, human in- 
ventiveness will doubtless come up with 
even more creative applications. Digital 
wallpaper could be one of them; electronic 
billboards covering entire skyscrapers an- 
other. Even clothing might be dyed with digi- 
tal ink, allowing it to adapt its design to the 
mood of the wearer. That would give an en- 
tirely new meaning to the expression “I can 
read you like a book.” 
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trade, politics and travel sits alongside an 
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| Projection TVs. 
Mastering light 


WILMINGTON, DELAWARE 


NYONE who has watched a “projection” 
television set in a shopping arcade or an 
exhibition hall knows the drawbacks. Yes, 
the screen is gargantuan, but the quality of 
the display is rarely impressive. 

Now Jvc, a Japanese electronics giant, is 
about to unveil a new kind of projection rv 
that should deal with this problem. It has a 
125cm (50 inch) screen whose “pixel” density 
(the number of picture-elements in a given 
area) should make it the crispest Tv on the 
market.What is more, it is thinner and lighter 
than conventional televisions that have 
screens only halfits size. 

Behind this device lies a technology that 
Jvc has developed with the help of DuPont, 
an American chemicals firm. In traditional 
projection systems, the image is formed by 
shining a beam of light through a liquid- 
crystal display (Lco) that carries a miniature 
version of the picture that is to be projected. 
Or, rather, it works by shining three beams 
through three displays—one for each of the 
colours red, green and blue. These are recom- 
bined on the screen to produce a full-colour 
picture. The three beams are given their col- 
ours by passing them through appropriately 
tinted filters, a process that throws away 
two-thirds of the incident light. 

There is, in theory, another way to gener- 
ate the red, green and blue beams—one 
which does not need filters. That is to refract 
the light through a prism. But this, in turn, re- 
quires expensive and bulky optics tocontrol 
the refracted light. At least it did until a group 
of researchers at DuPont remembered a sci- 
entific curiosity: if you make a hologram of a 
lens, it actually behaves like that lens, no 
matter how complex the lens in question. 

The result of this idle thought is a so- 
called holographic colour filter that is sand- 
wiched between the light source and the tcp 
panel (only one such panel, rather than 
three, is now required). When white light 
hits the filter, the hologram separates it into 
its spectral components and focuses those 
components on to the appropriate pixels of 
the tcp far more efficiently than a filter- 
based system can manage. 

The route to the new tv has not, of 
course, been primrose-strewn. Traditionally, 
physicists have had to use silver-based com- 
pounds or gelatins to produce holograms of 
sufficient refinement to act as optical instru- 
ments (as opposed to the crude, embossed 
holograms found on such things as credit 
cards). For mass-production, however, 
something more robust had to be employed. 
Fortunately, high-grade acrylic, a material 
commonly used in eyeglasses and camera 
lenses, was found to fit the bill. 

John Trout, who headed DuPont's ef- 


THE ECONOMIST OCTOBER 30TH 1999 





forts, thinks that the new tv is only the start. 





He sees the enhancement of Lcos withholo- 
graphic optics (as opposed to their replace- 
ment by electronic paper or field-emission 
devices) as the most likely way to improve 
the next generation of displays. His group is 
already working with Motorola to improve 
the displays on that firm’s mobile phones, by 
modifying the materials that make up its ho- 
lographic lenses to create holographic reflec- 
tors. These focus ambient light on to the 
viewing area to brighten the screen. 

The real commercial breakthrough for 
this technology, however, would be into the 
laptop-computer market, where it might re- 
duce the appalling waste of light, and there- 
fore loss of battery life, that current Leps re- 
quire (see box on previous page). In the 
meantime, a better Tv is not to be sniffed at. 
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Film economics 


How to guess 
the ending 


FILM producer, goes the old gag, is some- 

one who gives the public what they 
want and then hopes they want it. For every 
blockbuster like “Titanic” there is a turkey 
like “Waterworld”. For every surprise hit like 
“The Blair Witch Project” there is an unex- 
pected dud like “Wild Wild West”. 

Oddly, however, few people have both- 
ered to try to quantify the reasons why. And 
those who have, have tended to fail dismal- 
ly—producing mathematical models that 
cannot even “hindcast” an existing film’s 
success by predicting what actually hap- 
pened toit at the box office, let alone forecast 
the future of an unreleased movie. As a re- 
sult, hundreds of millions of dollars are 
punted regularly on little more than a studio 
executive’s hunch. 

So the latest attempt, devised by Ramya 
Neelamegham of the University of Colorado 
and Pradeep Chintagunta of the University 
of Chicago, and published in the current is- 
sue of Marketing Science, is unusual. Their 


Bg OTHER PEOPLE'S 
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model actually generates forecasts that 
could be useful to Hollywood. Although it 
cannot reliably say whether a release will be 
a hitor a flop, it does seem to be able to make 
at least some useful predictions about how 
well a film will do in international markets, 
for example. 

Using figures taken from Variety maga- 
zine for the box-office performances of 35 
movies, each of which was released in 14 
countries, Dr Neelamegham and Dr Chinta- 
gunta constructed a “hierarchical Bayesian” 
model. This approach, which has not previ- 
ously been applied to the cinema, treats the 
various factors that determine a movie's suc- 
cess—such as cultural preferences, genre, the 
records of the leading actors, and whether 
the distribution is handled by the studio or 
an independent company—in a different 
way from classical econometrics with, the 
authors claim, more accurate results. 

Having built their model, the researchers 
were pleased to find that it fitted the histori- 
cal data well. It also revealed the preferences 
of particular countries, and these are borne 
out by anecdotal evidence. Thrillers are par- 
ticularly popular in Japan and Mexico, for 
example, and filmgoers in Canada, Britain 
and Australia seem to share the same tastes 
for all movie genres. The model also showed 
that romantic movies (the most popular 
kind in America, Sweden, Germany and 
South Africa) are the least likely to do well in 
overseas markets, and that movies are likely 
to do better overseas if they are distributed 
by local distributors. 

All of which suggests that hierarchical 
Bayesianism does a reasonably good job of 
capturing the complexity of the market. The 
big question is: how well can it predict a new 
movie’s performance in the only way that 
really counts—its takings at the box office? 

A previous attempt in 1996, using a dif- 
ferent kind of model, was wrong by an aver- 
age of 71%. The new model does much better, 
with an average error of 43%. And given box- 
office figures from the first week, it can pred- 
ict subsequent domestic and overseas per- 
formance much more accurately than that. 
Brazil and Britain were found to be the most 
unpredictable markets, with Japan and Ger- 
many the most predictable. (in Japan, the 
model predicted the overall box-office tak- 
ings of new movies with an average error of 
only 21%.) 

Dr Neelamegham suggests that the 
model could be improved by incorporating 
budget or marketing information that was 
not available to her. Studio executives could, 
she says, also make more accurate predic- 
tions by exploiting inside knowledge and 
tuning her model using industry rules of 
thumb. But it may be a mistake to allow the 
model's predictions to interfere too much 
with the creative process: many filmgoers 
feel that Hollywood movies are formulaic 
enough as itis. 
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Sunlit suspense 


MARSEILLES 


France is changing and so is its fiction. The vogue for abstract, intellectual 
novels by such luminaries as Nathalie Sarraute, who died last week, aged 99, 
is over. Crime writers are among the hottest new literary stars 


EAN-CLAUDE IZZO is one of three Euro- 
pean crime writers whose growing literary 
renown (not to mention huge sales) is 
leading to a recognisable new trend in conti- 
nental fiction: the rise of the sophisticated 
Mediterranean thriller. Manuel Vasquez 
Montalban in Barcelona, Roberto Camilleri 
in Sicily and Mr Izzo, who lives in 
Marseilles, are three writers with a 
taste for fatalistic heroes who seem 
to love their food as much as their 
women and a gift for rat-a-tat dia- 
logue that isn’t held back for being 
expressed mostly in local dialect. 
Mr Izzo is conscious that, even 
more than Barcelona and Sicily, 
Marseilles has done badly from fic- 
tion in the recent past; most foreign- 
ers still associate the port city main- 
ly with films such as “Borsalino” 
and “The French Connection”. “I 
wanted to write the book that 1 
would have liked to read,” he ex- 
plains when asked how he came to 
crime writing and why he chose 
Marseilles as a subject. “I was im- 
bued with American crime fiction 
and was attracted by a popular 
genre which allowed freedom of 
form and vocabulary. I wanted to 
write about contemporary reality.” 
Born in 1945 of an Italian father 
and Spanish mother who were liv- 
ing in Marseilles at the end of the 
second world war, Mr Izzo (like his 
cop-hero, Montale, whom he 
named after the Nobel prize-win- 
ning Italian poet), signed up in 1965 
for army service in the colonies, 
chiefly, he explains, as a way of 
hitching a ride to Djibouti, a coastal 
enclave then still under French rule in the 
Horn of Africa. Once there, he asked to be de- 
mobilised, and travelled instead for two 
years. “I wanted to see the house of Rim- 
baud”, the rebel poet who died in Marseilles. 
Before long, he returned home to write poet- 
ry, film scripts and journalism for the local 
communist paper. By 1978, though, he was 
disillusioned and had resigned from the 
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party and he today he avoids ideological al- 
legiance. “I swallowed everything, Hungary, 
Czechoslovakia,” cries a character in his re- 
cent novel, “Soléa” (Gallimard, 1998). “Now I 
only swallow eggs!” 

Just as Raymond Chandler and James 
Ellroy made Los Angeles their very own, so 





Izzo’s thrillers are charming the readers 


Mr Izzo has made Marseilles so much more 
than just another geographical setting. “How 
things withstand the gaze,” Walter Benjamin 
wrote after visiting Marseilles in 1932. Benja- 
min was, of course, referring to the unpreten- 
tious beauty of its stone buildings and wide 
open skies. (“You can't understand this city if 
you are indifferent to its light,” Mr Izzo ex- 
plains.) But the phrase could easily be ap- 


plied to the author's gift for seeking out the 
fringes of the city. His best-known books, all 
from Gallimard, are “Total Kheops”, 
“Chourmo” and Soléa”. A detective trilogy 
featuring Montale, the womanising gour- 
mand, they are set in the crime-infested 
high-rise suburbs or the atmospheric Mafia- 
ridden old Italian quarter known as Le Pan- 
ier, areas that are so often excluded from 
more salubrious social maps. In some of his 
other novels, he explores emotional areas 
that have similarly been cut off or cut out 
from society. “Les marins perdus”, a drama 
that unfolds between land and sea, explores 
the predicament of jobless sailors waiting in 
harbour to find a solvent shipowner. His lat- 
est novel, “Le soleil des mourants”, also a 
bestseller, makes homelessness its theme. 
Face-to-face, Mr Izzo, a reserved man, 
prefers to talk about the city as a 
way of addressing his own writing 
rather than discussing his work di- 
rectly. “Marseilles is not really a part 
of Provence,” he says. Certainly, it 
was never part of the bucolic clichés 
of Peter Mayle’s bestseller, “A Year 
in Provence”. More interestingly, it 
has also been excluded by the liter- 
ary tradition—sustained by such 
authors as Jean Giono, Albert Ca- 
mus, Aldous Huxley and D. H. Law- 
rence—that made the sensuous 
beauty of Provence and the Riviera 
the locus of a Mediterranean myth, 
where life is imbued with a pre- 
Christian pagan wisdom and an in- 
stinctive understanding of conflict. 
Historically, Marseilles has al- 
ways been problematic: Louis x1v 
called it the rebel city. Today, its rap 
group, 1AM, is famous throughout 
France for its songs denouncing the 
centralised state. For many, Mar- 
seilles is a barbaric city, at best the 
most developed city in the third 
world. Marseilles is also sometimes 
referred to in France as la cité pho- 
céenne, and for Mr Izzo, the city is 
Greek above all. Like Naples, it was 
originally a Greek colony. In his sto- 
ries, Mr Izzo playfully recalls the 
port’s founding myth: when the 
Greeks arrived from Phocea in Asia 
Minor, Gyptis, a Ligurian princess from Mar- 
seilles, chose the Greek sailor Protis as her 
husband from among her many wooers, an 
act of peacemaking that inaugurated a long 
tradition of mixed marriages. Since then, 
there have been added layers of immigrants: 
Italians, Armenians, Spaniards, Greeks and 
many more from France's former colonies. 
Nowadays, Mr Izzo says, Marseilles is a truly 
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cosmopolitan city, sheltering immigrants 
from countries in Europe, Africa and the 
Middle East. 

This rich diversity has kept Mr Izzo’s in- 
terest alive. “My journalist's curiosity still 
serves me. However, in my novels I operate 
between reality and fiction. Writing enables 
me to develop all possibilities.” For those 
who find his books too cruel to be true, he in- 
vokes Conrad: “I only develop the logics of 
reality.” In “Chourmo”, he examines how 
the ris, the Algerian Islamic Front, and its 
armed branch, the G1, exploit the social de- 
cay of North African immigrant lives in Mar- 
seilles and how they recruit among the disil- 
lusioned and criminal youth that crowds the 
city’s suburbs. Mr Izzo’s swift, crude style is 
swollen with the rage of disappointment 
and denunciation. 

The rise of the National Front and its col- 
lusion with the Mafia (“Total Kheops”), the 
spread of its international fingers into poli- 
tics and economics of the city (“Soléa”) and 
the growth of religious fundamentalism in 
the suburbs (“Chourmo”) provide the tapes- 
try for Mr Izzo’s plots. The stitching is col- 
oured with racism, unemployment, poverty, 
drugs and corruption. Mr Izzo weaves in 
news articles, UN reports as well as historical 
fact such as the assassination in February 
1994 of Yann Piat, a right-wing Mp who stood 
up against the local Mafia. The National 
Front, the Mafia and rival ministers were all 
in turn the prime suspect, but the case is still 
unsolved. 

Fabio Montale, the hero who resigns at 
the end of the first book from a corrupt and 
racist police force, cannot remain unin- 
volved when his friends start falling prey to 
the Mafia. He is shot trying to save his jour- 
nalist friend, Babette, who has been fingered 
by the Mafia because she is about to publish 
an article on money-laundering. Disillu- 
sioned, rebellious and proud, he neverthe- 
less cuts a very human figure. One thing he is 
not is cynical. The difficult love affair with 
Lole, the gypsy girl, is only one of many that 
fill his life. And when it all gets too much, he 
goes fishing. Ironic and full of common 
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Nathalie Sarraute, 
died on October 19th, was 
a leading exponent of the 
“new novel”, a modern 
movement that dominated 
French fiction at mid-cen- 
tury. Born in Russia in 
1900, she became a great 
figure in French writing. 
From “Tropismes” (1939) 
to “Ouvrez” (1997), her 
work explored in exacting 
detail the here-and-now of 
“interior 
mental life not as prison, 
but as a world to explore 
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sense, Mr Izzo’s characters are easy tolike. His 
sharp dialogues, resonating with the city’s 
sing-song southern accent and its earthy hu- 
mour, bring them just as easily to life. Mr Iz- 
zo’s writing is warm and compassionate, and 
if some critics reproach him for indulging in 
dichotomies that are too easy, no one can de- 
ny his talent at communicating his passion 
for his city. 

For Jean-Claude Izzo, Marseilles is a 
place of contrast. Caught between pride and 
crime, racism and fraternity, tragedy and 
light, messy urbanisation and generous 
beauty, the city is for him a Utopia, an ulti- 
mate port of call for exiles. There Montale, 
like Mr Izzo himself perhaps, is torn between 
fatalism and revolt, despair and sensualism. 
E 





Lebanese films 


Blame others 


BEIRUT 


T TAKES time toget over civil war, particu- 

larly 17 years of it. Time is usually needed, 
too, torender the killing and betrayal into art. 
While the conflict lasted, one or two foreign- 
ers did dramatise it from the perspective of 
foreign hostages or reporters, most notably 
Volker Schlöndorff in “Circle of Deceit” 
(1981). But since the war ended eight years 
ago, Lebanese directors 
have tended to skirt the 
subject. The few who 
did tackle it worked 
abroad or in obscurity 
ona shoestring. 

All that has 
changed. “West Bey- 
routh”, the first of a 
number of Lebanese 
films to confront the 
country’s terrible recent 
past, came out last year 
to wide acclaim. It is a 
coming-of-age story 
against the background 
of war. Its slightly dopey 
hero, Tariq, gets what 
teenagers dream of 


who 


theatre” — 





the rape of his daughter 


J.M.Coetzee, who teaches literature at 
the University of Cape Town in South 
Africa, has won the 1999 Booker prize, 
Britain’s top award for fiction. He is 
the only writer to do this twice, having 
won before in 1983. His winning entry 
this year, “Disgrace” (Secker & War- 
burg) is a morality tale about personal 
and political accountability set in 
post-apartheid South Africa. It opens 
with a disputed affair between profes- 
sor and student, and continues with 








when fighting forces his school to close. He 
takes gleeful advantage of his unexpected 
freedom to search for brothels in the devas- 
tated city, flirt with a pretty refugee who 
moves in next door, and watch the free fire- 
works show of distant night-time shelling. 
Tariq soon discovers that the excitement dis- 
sipates much faster than the fighting. 

The director of “West Beyrouth”, Ziad 
Doueiri, is a Lebanese émigré. But he shot the 
film in Beirut, in the local Lebanese dialect 
and with a Lebanese cast and crew. Without 
the least inhibition about voicing their reac- 
tions, Lebanese audiences booed at the foot- 
age of meddling Israeli and Syrian soldiers, 
cheered at the scenes of Muslim-Christian 
harmony and laughed uproariously at the 
imaginative, colloquial insults cooked up by 
one of Tariq’s neighbours. 

As the toast of intellectual Beirut, Mr 
Doueiri is not alone. At the Beirut film festi- 
val earlier this month, people lined up to see 
similarly bleak fare with equal enthusiasm. 
“The Pink House” is a good example. It opens 
amid a ruined city but moves swiftly on to 
the post-war lives of two refugee families 
squatting in an old house marked for rede- 
velopment. Familiar figures from the Beirut 
of the 1990s appear: a mobile-phone-toting 
property magnate ringed by ex-militiamen 
who are now bodyguards; scheming, ob- 
structive lawyers and bureaucrats; and hap- 
less refugees. Everyone talks with eyes wide 
open about a peaceful and prosperous new 
Beirut in which they will clearly play no part. 
One character complains that the Lebanese 
spent the war on the run, and are still run- 
ning despite the advent of peace. 

Harsh as they sound, “West Beirut” and 
“The Pink House” both pull their punches, 
even as “message” pictures. Apart from the 
odd peripheral opportunist, the characters 
in both films are presented as victims, horri- 
fied by the turn of events, but politically and 
economically impotent. The thugs who peo- 
ple the militias and the greedy developers 
who turf out refugees are outsiders, heroical- 
ly but hopelessly resisted by blameless Leba- 
nese folk. You wonder how such a blood- 
thirsty war and such an inequitable peace 
could possibly have come about. 

Obviously, this is still an inflammatory 
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question. And among Lebanon's 
new civil-war films, only “Civilised 
People”, directed by Randa Sabbag, 
dares to suggest an answer. It tracks 
the wartime comings and goings at 
two buildings, one in Muslim West 
Beirut and one in the Christian East 
sector of the city. Almost all of the 
Lebanese characters—Christian, 
Muslim, rich, poor, combatant or ci- 
vilian—display unrelenting callous- 
ness and prejudice throughout. In 
the opening scene, two bored mili- 
tiamen kill themselves and a by- 
stander while tying dynamite to a 
cat as a prank. A Christian murders 
a virtual stranger for having the te- 
merity to sleep with a Muslim. 

Before long, the violence and ha- 
tred become almost laughably 
mundane: Muslim factions shoot it 
out over a disputed refrigerator; 
graffiti scream, “Kill the others”; 
small children tug at adults’ sleeves, 
imploring them to kidnap passing 
foreigners. 

By contrast, the foreign charac- 
ters in the film, to whom the Leba- 
nese imagine themselves so supe- 
rior, show unfailing patience and kindness. 
A Sri Lankan maid tends a sick colleague. 
When she dies, her Egyptian neighbours 
raise a collection to send the body back 
home. A long-suffering doctor treats the 
wounded on both sides, only to be sworn 
and shotat. The Lebanese may blame outsid- 
ers, the film implies, but actually they got 
what they deserved. 

This is a “message” film to be sure. But 





Sabbag has a question for Lebanon 


one made with a humour and a passion that 
raise it above the rest. Apparently, its lesson 
was too strong for the Lebanese government. 
According to one of the film’s actors, the cen- 
sors counted the number of insults in the 
script to make sure Muslims and Christians 
gotequal shares. “Civilised People” still lacks 
a licence for commercial screening in its own 
country, though it opens soon in France. On 
reflection, how much has changed? 
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Movie tourism in America’s mid-west 


Where bluebirds fly 


Nothing quite turns a town into a tourist destination like a film. Our 
correspondent travelled in America’s Great Plains to find “set” heritage 


HE Roseman Bridge Gift Shop in rural 

Madison County, lowa, may well be the 
busiest retail store in America located four 
miles from a paved road. When Wyman Wil- 
son moved on to the property in the 1970s, it 
was a pleasant enough spot, largely because 
it abutted a nicely weathered covered bridge 
where the local kids hung out. 

Nobody would have predicted that 25 
years later, the world would literally be beat- 
ing a path to Mr Wilson’s door. But Robert 
James Waller and Warner Brothers changed 
everything. Mr Waller, an lowan, wrote a ro- 
mantic novel called “The Bridges of Madison 
County” (1995) based in Winterset, a small 
town encircled by century-old covered 
bridges. Soon after, Warner turned it into a 
movie with Clint Eastwood as Robert, a 
wandering photographer, and Meryl Streep 
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as Francesca, the farm woman he falls in love 
with. For locations, the producers settled 
quickly on the Northside Café on Court- 
house Square and, from a helicopter, they 
spotted the perfect farmhouse for Francesca. 
Bouncing uncomfortably down the county’s 
gravel roads they knew their search was over 
when they found the Roseman Bridge. 

Ascameras rolled on his land, Mr Wilson 
saw his opportunity and took it: he opened a 
small gift shop. His boss told him he might 
make enough to quit in two years. Mr Wilson 
said his goodbyes within two weeks. He has 
since expanded the business several times, 
serving thousands of lovestruck visitors 
from America, Europe and Japan, many of 
them arriving by bus on package tours amid 
clouds of authentic dust. 

The idea of a holiday in lowa—or in Kan- 
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sas or Nebraska for that matter—is for many 
people the prelude to a joke. But Winterset is 
not alone. Movie tourism in the Great Plains 
has tapped intoa fond and tangled romance: 
for landscape and camera, for history and le- 
gend. Put together, they make a heady draw. 
“We have a challenge of not having beautiful 
oceans or mountains, but we do have great 
history, and we market the heck out of that 
heritage,” Claudia Larkin, director of Kan- 
sas’s Travel and Tourism Development Divi- 
sion says. She knows what she is talking 
about. Her division spends $1.2m annually 
on tourism and film promotion, and overall 
the state’s $2.5 billion tourism industry 
creates 46,000 jobs. 

One of the many charms of film tourism 
is that it releases you from literal-minded- 
ness about where things are. Few folk visited 
Fort Hays in Kansas until Kevin Costner’s 
Indian saga, “Dances With Wolves” (1990), 
which is set there. After its release, people 
flocked to Fort Hays, even though the film 
had been shot in South Dakota. 

Something of the same sort happened 
with “Gunsmoke”, a long-running Tv series 
with a western theme set in Dodge City, 
Kansas, and filmed in California—though it 
also underlines how film charm is less dura- 
ble than old stones and can fade alarmingly 
with memory. Famed for its cattle, its rail- 
roads, its Boot Hill Cemetery, and a drunken, 
gun-toting past—Dodge City had a surge of 
tourist traffic in the 1960s, reaching at the 
peak around 400,000 a year. Most of the 
town’s original buildings are long gone, but 
city boosters supervised the building of 2oth- 
century replicas. 

Bob Wetmore, a longtime Dodge City 
tourist board member, says he finds people 
all over the world who recognise at once his 
home town’s name—no small accomplish- 
ment for a place of barely 20,000 people. “We 
did some marketing, but what Hollywood 
did overshadowed anything Dodge could 
have done,” Mr Wetmore says. To be sure, 
that reality has cut both ways. Half the peo- 
ple believe it’s a fictitious place, he says, and 
the other half think it is “Gunsmoke” with no 
electricity or running water. But the real 
point is that both those halves have shrunk. 
“Gunsmoke” means much less to young peo- 
ple than it once did, and visits have levelled 
off at 100,000 a year. 


Laying claim 

In the best traditions of pilgrim promotion 
everywhere, several mid-western small 
towns have neatly handled the problem of 
characters without birthplaces or films set in 
a familiar nowhere. Though the exact origins 
of Captain Kirk in “Star Trek” were not speci- 
fied, the city council of Riverside, Iowa, in 
1985 declared its town the future birthplace 
of Captain Kirk and erected a monument be- 
hind a former barbershop. With the blessing 
of the television show’s creator, Gene Rod- 
denberry, then still alive, the town initiated a 
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Trek Fest, now held every June for a crush of 
“Star Trek” fans. 

To go even more boldly, Liberal, Kan- 
sas—located far from interstate highways in 
the state’s isolated, south-western corner— 
appropriated Mervyn LeRoy’s classic, “The 
Wizard of Oz” (1939), to breathe life into its fi- 
nancially struggling town museum. Nobody 
could challenge them, since the film, sensi- 
bly enough, was not set ina real township. In 
1981, they opened Dorothy's House, an age- 
ing Kansas farmhouse that looked like the 
one where Judy Garland lived in the famed 
movie. A dozen young Dorothies were out- 
fitted in period dress to lead visitors through 
the house, which was stocked with vintage 
supplies and appliances. As hoped for, at- 
tendance at the town museum rose from 
4,000 to 21,000. Similar thinking, on a larger 
scale, has inspired plans for a high-tech, 
$771m “Wizard of Oz” theme park and resort 
in suburban Kansas City, which organisers 
hope to build on a polluted former Army 
ammunition dump, once they have cleaned 
it up first. If the plan can get approval, it 
could be a tourist magnet by the time of its 
scheduled 2002 opening: organisers expect 
3m-4m visitors a year. Using an appropriate 
image, a project spokesman, Steve Hale, says: 
“In terms of international recognition, ‘The 
Wizard of Oz’ blows everything else away.” 


Morethancorn 


The mid-west, of course, does not just mean 
tornadoes, munchkins and brainless scare- 
crows. Itis full, for example, of missile silos as 
well as grain silos. During the cold war, Law- 
rence, Kansas, was the site of the anti-nucle- 
ar film, “The Day After”, while its anti-com- 
munist counterpoint, “Amerika”, was 
filmed in Tecumseh, Nebraska. 

In fiction and film, the windswept vast- 
ness of the Plains, not to mention the amber 
waves of corn, have often stood in for ordin- 
ary, wholesome Americaness. But the region 
has many other faces. “In Cold Blood”, a 
true-crime classic by Truman Capote, made 
into a film in 1967, was inspired by events 
near Garden City, Kansas. 

Robert Altman’s “Kansas City” (1996), a 
film-noir homage to 1930s jazz, was set in the 
city’s legendary clubs. Ken Burns’s public- 
television documentary on the history of 
baseball reminded viewers of the segregated 
Negro Leagues of the 1930s and 1940s, which 
featured Kansas City’s famed Monarchs. The 
two films did much to prepare the public for 
the 1997 openings of two ultra-modern mu- 
seums at 18th and Vine in Kansas City: the 
American Jazz Museum and the Negro 
Leagues Baseball Museum. 

Other historical museums are much old- 
er. The Stuhr Museum of the Prairie Pioneer 
in Grand Island, Nebraska—located on a 
site crossed by both the Oregon and Mor- 
mon trails—is one of the nation’s leading liv- 
ing-history museums. It works closely with 
state and film industry officials to provide 
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shooting locations for Hollywood. 

Since its creation more than 40 years ago, 
the Stuhr Museum has worked even harder 
than Dorothy’s windstorm in “The Wizard 
of Oz” to transport 100 original frontier 
buildings to Grand Island, where they have 
been arranged into authentic towns for film- 
ing. Appropriately, the museum’s holdings 
include the Grand Island cottage where Hen- 
ry Fonda was born. These towns have be- 
come a boon to television producers who 
lack the budgets to construct original sets. 
Such Emmy Award-winning shows as 
“Home at Last”, “Sarah Plain and Tall” and 
“My Antonia”, adapted from Willa Cather’s 
novel, have all been shot at Stuhr. 

Despite an abiding interest in America’s 
civil war, the western theatre has been rela- 
tively neglected in film. That is being correct- 
ed in Lawrence, Kansas, a prosperous, uni- 
versity town of 72,000 souls. Ang Lee set a 
new film, “Ride with the Devil”, there. It tells 
the story of Quantrill’s raid, a vicious incur- 
sion by pro-slavery Bushwhackers into anti- 
slavery Lawrence in 1863 that left approxi- 
mately 200 dead. The $35m film is being 
talked up asa potential Oscar contender. Mr 
Lee shot the harrowing 11-minute raid se- 
quence in Lawrence, and the movie's im- 
pending release has prompted local tourism 
officials to churn out maps, booklets, videos 
and an advertising campaign targeted at his- 
torically aware day-trippers. 

As a place to pine for, however, the 
homespun image may be the Great Plains’ 
most reliable draw. In Wayside, Kansas, the 
young Laura Ingalls Wilder spent 1869-70 
with her parents and sisters on an isolated 
plot of land—the real-life genesis of her nov- 
el “Little House on the Prairie”. A replica log 
cabin and an original schoolhouse and post 
office now await tourists making the Laura 
Ingalls Wilder circuit. Hearteningly for any- 
one who thinks that books are here to stay, 
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Building a dream 


visitors are drawn less by the long-running 
(and now perhapslittle-remembered) televi- 
sion series starring the late Michael Landon 
than by the book itself, at least according to 
Marlyn Hills, a tourism coordinator in near- 
by Independence. 


And now for the self-reference 


The subject of creating sites for tourists 
would not be complete withouta film on the 
subject itself. A careful search found the 
farm near Dyersville, lowa, where “Field of 
Dreams” (1989) was filmed. In it, an Iowa 
farmer (Kevin Costner) receives a heavenly 
message that tells him to turn part of his 
cornfield into a baseball field; he is roundly 
mocked, but in time, ghostly ballplayers be- 
gin to congregate on his field for games. In 
real life, the field, which was constructed in 
four days seems to confirm the movie's most 
famous line, “Build it and they will come.” 

While Dyersville is not on the way to 
anywhere, the “Field of Dreams” site has be- 
come one of the state’s top tourist attractions 
in the 10 years since the film opened, luring 
about 55,000 people annually. “It was totally 
word of mouth,” recalls Becky Lansing, 
whose husband Don’s family has owned the 
bulk of the site for almost a century. The tou- 
rism began when a now-anonymous New 
Yorker tracked down the field and showed 
up on the Lansings’ doorstep during a coast- 
to-coast road trip. So quickly did the phe- 
nomenon grow that James Earl Jones, who 
also starred, narrated a mini-documentary 
on the tourist craze at the movie site. 

Less happily, recent litigation has turned 
the place into a field of nightmares. It strad- 
dles property belonging to two different 
owners, and the Lansings—who charge no 
admission and who plough most concession 
profits into maintenance and insurance 
costs—think their neighbours are too com- 
mercial. The parties have gone to court. 
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| OBITUARY | 
Jack Lynch 


N AUGUST 1969, Jack Lynch, 

the Irish prime minister, said, 
“It is clear that the Irish govern- 
ment can no longer stand by and 
see innocent people injured and 
perhaps worse.” What did he 
mean, “no longer stand by”? Was 
he going to send the Irish army 
across the border into Northern 
Ireland to fight the British? 

Some northern nationalists 
thought so. They came to Dublin 
to demand guns to join the fight. 
Meanwhile, their comrades in 
Belfast and Londonderry, the 
scene of street battles that had so 
alarmed Mr Lynch, waited hope- 
fully for their liberators from the 
south. With stones and petrol 
bombs they had fought the police 
toa standstill. One last push, and 
victory would be theirs. 

But the cavalry never arrived. 
Historians mull over quite what 
Mr Lynch had in mind, and most- 
ly feel that he had been momen- 
tarily carried away by the hal- 
lowed policy of his party, Fianna 
Fail (Soldiers of Destiny), which 
was to add the northern enclave 
to the republic, but that he did not 
really want to confront the Brit- 
ish. His waffly way of speaking 
came to be called Lynchspeak. 

Ambiguity was part of the 
charm of Irish politicians, said his 
admirers. But Margaret Thatcher, 
for one, found Mr Lynch exasper- 
ating, one of the milder adjectives 
British politicians have used to 
describe their Irish counterparts. One of the most exasperating in 
their eyes was Eamon de Valera, for many years Ireland's leader, 
who loathed Britain and, when Hitler died, offered his condo- 
lences to the German government. De Valera gave Jack Lynch his 
first job in government. It seems unlikely that Mr Lynch loathed 
anyone: loathing requires a fierceness of purpose that eluded him. 
But he had a flair for mischief that De Valera would have ap- 
proved of. After the events of August 1969 he called on the United 
Nations tosend a peacekeeping force to Northern Ireland. It was an 
unlikely idea, and coolly received by the un, but it brought the 
province’s problems to the attention of the world, especially to the 
United States, where there are more people claiming Irish descent 
than the population of Ireland itself. It was one of the results of 
Lynchspeak. 


Quietly to the top 

Asa young man Jack Lynch (he was never John) gained fame in his 
native Cork in Gaelic football, in which players can use their 
hands as well as their feet, and in hurling, an Irish form of hockey. 
He was a very listenable singer. His rendering of “The Banks of My 
Own Lovely Lee” was a party piece. He went into politics reluc- 
tantly, at first unwilling to abandon his career as a small-town law- 








John Mary Lynch, Ireland’s exasperating 
leader, died on October 20th, aged 82 
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yer. But he fell to the persuasions 
of the headhunters of Fianna Fail, 
who were looking for a popular 
candidate for a Cork seat in the 
Dail, the Irish parliament. As a 
government minister he made lit- 
tle impact; he was thought to be 
too quiet. But his apparent quiet- 
ness won him the party leader- 
ship in 1966 as a compromise can- 
didate against stronger rivals. 

He was party leader for 13 
years and prime minister for nine 
of them. He had two main pro- 
blems. One was the awkward bit 
of Britain in the north that Fianna 
Fail claimed for Ireland. The other 
was Ireland's poverty. Neither is 
now the problem it was. Mr Lynch 
took Ireland into the European 
Economic Community (now the 
European Union) in 1973 and 
since then the Irish have em- 
braced Europe with enthusiasm, 
happily ditching their own cur- 
rency in favour of the euro. In re- 
turn, Europe has given Ireland bil- 
lions of dollars, which it seems to 
be using sensibly. By one measure 
it is now one of the world’s 20 
richest nations (and richer than 
Britain). One effect has been to 
make Ireland less envious, and 
perhaps less covetous, of North- 
ern Ireland, which in the past has 
always been regarded as the rich 
neighbour. 

Mr Lynch was never quite 
sure what to do about the tribal 
squabbles in the north between 
Roman Catholics and the majority Protestants. His family had not 
been involved in the struggle that had led to Irish independence in 
1922. But he had been educated by Catholic priests, and his “stand 
by” speech in 1969 may have been partly driven by news that the 
Catholics were in desperate trouble. In the event, nine of the 11 peo- 
ple who died on that occasion were Catholics. 

Ona visit Mr Lynch made to Belfast to talk to the British, he was 
warned that his life could be in danger. His car was indeed a target 
of Protestant opponents led by lan Paisley—throwing snowballs. 
He condemned violence by either side, and sacked two of his min- 
isters who British intelligence said were involved in gun-running. 
He took the view that the early withdrawal of British troops from 
Northern Ireland would lead to more bloodshed. He lived long 
enough to see the Catholics and Protestants brought together to a 
point where they seem poised to share power in the province. 

Poised, maybe, but still not ready to jump. The other day, Presi- 
dent Clinton, who claims Irish descent, remarked that he had 
spent an enormous amount of time trying to get the Irish to end 
their religious fights. But they were as addicted to fighting as 
drunks were to their drink. Mr Clinton later apologised for the 
metaphor. No one blamed him. De Valera, Ian Paisley, Jack Lynch: 
just exasperating. 
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Our international focus is matched by 
our cosmopolitan intake, giving you 
access to a career-long support 
network of alumni in over 50 countries. 
Whether you're interested in full- or 
part-time evening study, or a general 
or specialist MBA, checking us out 
could be rewarding ~ in every sense. 


AMBA Accredited. 


Visit us at the GMAC MBA Fair in Washington, 6th November. 


Amsterdam 


G 





offers in cooperation with the faculty of | 


INSEAD 


Upcoming Courses 1999/2000 


Financial Risk Management 
Asset and Liability Management 
Advanced Valuation 

Mergers and Acquisitions 


Measuring and Implementing 
Economic Value Added 


Foundations of Finance 


Advanced Corporate Finance 
« Financial Restructuring - Going Public 
-~ Financial Innovation 


The Options Workshop 
~ Stock Option and Foreign Currency 
Option Pricing 
- Option Trading Strategies and 
Risk Management 


AIF - Herengracht 205, 10146 BE Amsterdam, The Netherlands 
telephone: +3 {-20-5200162/160 - fax: +31-20-5200161 


e-mail: info@aif.nt - internet: www.aif.al 
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Institute of Finance 


(Nov. 15 - 19) 
(Nov. 22 - 26) | 
(Feb. 3 - 4) 
(Feb. 7 - 11) 
(Feb. 14 ~ 16) 


(Feb. 17 - March 10) 


(March 20 - 24) | 
(March 27 - 31) | 





$ 


(April 3 - 5) 


(April 5 - 7) | 





THE QUEEN’S 


1996 





ANNIVERSARY PRIZES 
For HOHER axp Portus Boucanon H 





UNIVERSITY OF LONDON 


DISTANCE LEARNING PROGRAMMES 
CENTRE FOR INTERNATIONAL EDUCATION IN 





¢ PG Diploma in Economic Principles (conversion course) 
© PG Diploma/MSc in Financial Economics 

¢ PG Diploma/MSc in Financial Management 

e PG Diploma/MSc in Development Finance 


If you are interested in a postgraduate qualification 
BUT can’t spare time away from work or home, 
our award winning programmes offer you: 


* World-class education without interruption to your career 
* Specially designed, fully comprehensive materials 
* High quality tutorial support 
* Registration anywhere in the world for up to 5 years 
For a brochure, contact The Centre Secretary, CIEE, SOAS, 
University of London, Thornhaugh Street, London WC1H 0XG, UK 
Tel 020 7691 1700 (24 hours) Fax: 020 7637 7075 
Email: CHEEUVOL@SOAS.ac.uk reference Econ 30/10/99 
Web site: http://www.soas.ac.uk/Centres/CIEE/ 


i Surname 





i First name 





| Mr/Ms/Other 


; Address te 





i Country 








i Postcode 


JNOMICS 



























ref Econ 30/10/99 
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PEPPEE PE PERT EEL 


Milan, 29th November 1999 


_A one-day conference on the fast growing Italian | 
„asset management industry. | 


PEEDEPLEEE EAT AE PSAP LEAAL LEDERER AEE EEEEEEEE 


Topics covered are: 


e key strategic development 
* regulation and taxation 
* distribution 

* Italian asset managers’ styles 


For information, please contact us directly or visit | 


our web site. 


DIFA - SDA Bocconi - 


E-mai 


Via Bocconi, 8 - 20136 Milan - iy 
Telephone: +39-025836.679|-2-3-4 - Fax: +39-025836. 6795 | 
ifa@sda.u uni-bocconi.it - Internet: www.sda.uni-bocconi. it | 


PVPEP EPL PEP PT EPe™ 


ETT 


SAEI IPIE TEIAS AEII ATA LIAS 


MSc/Postgraduate Diploma 


in Public Policy 


and Management 
by Distance Learning 


The School of Oriental and African 
Studies, University of London, 
offers this unique programme with 
the next starting date in February 
2000. 

it will help you: 

+ Develop the core analytical and 
applied skills you need in 
today’s rapidly changing public 
policy and management 
environment 
Balance study time with the 
demands of work and home 

Courses Include: 

Public Policy and Management: 
Perspectives and Issues 
Methods of Public Financial 
Management 

Human Resources Management 
and Development 

Management Information and 
Information Systems 
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SOAS 


University of London 


Who will benefit? 

* Senior and middie managers in 
the public service 
Individuals concerned with 
issues of public service 
performance and reform 
Managers interested in updating 
human resource, 
IS, project management 
and organisation 
development skills 


For more information contact: 
Dorothy Leng 

Student Recruitment Office SOAS, 
Russell Square 

London WC1H OXG, UK 

Please quote ref: PPM/EC 


Tel: +44 (0) 171 691 3309 
Answerphone: +44 (0) 171 323 6027 
Fax: +44 (0) 171 691 3362 

e-mail: study@soas.ac.uk 

web: http://www.soas.ac.uk 


Home | Study C Course in Economics 
A10-lesson study that will throw light 
on today's baffling problems. Tuition 
free—small charge for materials. 

Write: Henry George Institute, 
121 East 30th Street, 
New York NY 10016, USA 








y fields. 
tion! Send resume. 
UPTOWN BLVD NE + SUITE 398-W 
Dept. 34+ ALBUQ., NM 87110°USA 
34@centuryuniversity.edu 


Be 


ONLINE OPTIONS 
ga the Web! http-//www.henrygeorge.org ul : 


London. Hotel School offers the 
opportunity to qualify to work in : 
the world's biggest & fastest i 

growing businesses. Choose from London Hotel School 
5UK & USA accredited hospitality * Hospitality General 
Diploma courses of 12 theory units Management 

which you can start any month, + Human Resources 
followed by a one year paid * Hospitality Finance 
internship. in.a London hotel. * Sales & Marketing 
L.H.S. the management fast track. , EARTE & Tourism 


London Hotel School 
1 Bedford Avenue 
Lanon WC1B 3AS 


UNIVERSITY DEGREE 


For Life, Academic & Work Experience 


Degrees for people who want to be more effective 
and secure in their jobs or professions. 


Earn your BACHELOR'S, MASTER'S or DOCTORATE degree by 
utilizing your life and work experience. College equivalent credits are 
given for your: Job, military, company training, Industrial 
courses, seminars and business experience. 

We accept college credits no matter when taken. 

Our graduates are recognized for their achievements in business and 
industry. We will-assist you in completing your degree requirements 
at your own pace through home study. 


Send/tax detailed resume for a NO COST evaluation. 


Pacific Western University 
1210 Auahi Street, Dept 137, Honolulu, Hi 96814-4922 
1-808) 597-1909 
CALL: (800) 423-3244 ext. 137 UK: 0800-960-413 
Fax: (310) 471-6456 E-Mail: admissions@pwu.com 
http:/Avww.pwu-hi.edu 


Match your 
position with a 
legal degree 
and 
transcripts 

“As you know 
experience is 
still the best 

teacher... But 
degrees open 
doors," 


1999 GENEVA 
EXECUTIVE COURSES IN 
FINANCE 


Since the beginning of 1999, the ICMB has collaborated 
with FAME in the organization of its executive courses. 


FOR MONETARY 


AND BANKING STUDIES 


ICMB/FAME introduces NEW courses on the latest 
techniques in CREDIT RISK ANALYSIS and FINANCIAL 
ENGINEERING. 


d 
w 


Didier Cossin November 15 - 17 
CREDIT RISK PRICING, MANAGEMENT AND THE USE 
OF CREDIT DERIVATIVES 


Salih Neftci November 22 - 26 
MECHANICS OF FINANCIAL ENGINEERING 
WITH APPLICATIONS 


ICMB INTERNATIONAL CENTER 


To obtain our detailed brochure, please contact: 
Fabienne Scagliola or Béatrice Candolfi 

ICMB, Av. Blanc 49, 1202 Geneva, Switzerland 
Phone: +41-22/731 95 55, Fax: +41-22/731 95 75 
E-mail: icmb@hei.unige.ch 
htto://neiwww.unige.ch/icmb/ 
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EMERGING MARKETS 


WRITERS/EDITORS 






Full-Time 


Business Monitor International, leading publisher of business 
information on emerging markets, is recruiting full-time writers 
and editors to produce forward-looking reports on Latin America, 
Asia, Emerging Europe, the Middle East and Africa. If you have 
a background in macroeconomic and political analysis, and strong 
writing skills, this is an excellent career opportunity in a fast- 
growing, market-driven company. Competitive salary and 
conditions apply in riverside offices in Blackfriars. 











Send CV and recent writing samples to: 
Nick Boughton 
Business MONITOR INTernatIoNAL Lrp. 
179 Queen Victoria Street, London EC4V 4DU 






WHICH UNIVERSITY 
IS THE BEST FOR ME dwide Course 


& Deg 


~ Your Future Is Online 


DISTANCE LEARNING CHANNEL 
www.ed-x.com 


Ciwe your sume & st 
Fax {Dept 2) G3 
1/5 Surawang Rd (Dept 


DOCTORAL / MASTER'S DEGREES 


Accredited one month residency, eight col- 
teges of study, US Dept. of Ed, approval as a 
foreign school equal to U.S. schools. Federal 
Family Ed. Loan Title IV Higher Ed. Act. 


Berne University 
International Graduate Schoo! 
35 Center St., Unit 18 
Wolfeboro Falls, NH 03896 
Call: (603) 569-8648 FAX: (603) 569-4052 
E-MAIL: berme@berne.edu 
























development. 


Mellon, Pittsburgh, PA 15213 USA 





WASHINGTON INTERNATIONAL UNIVERSITY 


Bachelor « Master ¢ Ph.D. 
Business (GMBA Majors) - Engineering 
Libral Arts - Computer 
Accelerated degree programs * Academic credit for work 

experience * Students from 112 countries and 


PO. Box 1138, Bryn Mawr, PA 19010-USA 
fax: 610.527.1008 * e-mail: washuniv@op.net © www.washintedu 





«Live Interaction with faculty and stud 


+ Designed to fit the schedule of working professionals 


www.tor iversity.edu 
ök beyond.” 
Touro University international i 
tegistration@tourouniversity.edy Tel: (744) 816-0368 Fax: (714) 816-0367 


10542 Calle Lee, Suite 102, Los Alamitos, CA 90720 USA 
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H 
ree information 





Engineering and Public Policy 


at Carnegie Mellon seeks doctoral 
students with technical backgrounds to 
address policy issues in energy and 
environmental systems; information 
technology; risk analysis and 
communication; R&D, innovation, and 


with international organizations and/or teaching 


See http://www.epp.cmu.edu, 
Victoria Massimino, EPP, Carnegie 






The appointee will be responsible for teaching courses 




















kéj 


National University of Singapore 







The Public Policy Programme 





The Public Policy Programme at the National 
University of Singapore was established in 1992 to 
meet the challenges of training public officials who will 
play an active role in leading governments of this 
region into the 21st century. It provides high quality 
training, which adapts the analytical rigour of the best 
international public policy programmes to the 
institutional setting and societal context of the Asian 
region. Initially linked with the Harvard Institute of 
International Development, the Programme has since 
strengthened its collaboration with Harvard University 
through the J F Kennedy School of Government. 








The Programme will be expanding to firmly establish 
its presence in this region for the study of governance 
and research in public policy. With an increase in 
student enrolment and courses, the Programme is 
seeking strongly committed faculty to share its vision 
in the coming century. 







Applications are invited for teaching appointments in 
the Public Policy Programme. Preference will be given 
to senior candidates who have a PhD degree. In special 
circumstances, candidates who possess a Master's 
degree in Public Policy but with extensive experience. 
in public agencies will be considered. Consultancies 








experience in Southeast Asia are also strong additional 
qualifications. 






in the areas of applied statistics, applied economics, 
development economics, policy analysis, public 
management, Southeast and Eastern Asian politics and 
international political economy. In addition, regular 
research contributions to the Programme are expected. 






Please send your application to: 





Deborah Chew 
Administrative Officer 
The Public Policy Programme 
National University of Singapore 
5 Arts Link 
AS7 Shaw Foundation Building Level 6 
Singapore 117570 













Fax: (65)778 1020 
E-mail: deborah@nus.edu.sg 






Visit our website at 
http: //www.nus.edu.sg/NUSinfo/Appoint/arts-mpp.hitm for links to 
information on the Programme, the University, the application form 
and terms of service. 
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VACANCY ANNOUNCEMENT 


UNITED NATIONS DEVELOPMENT PROGRAMME 


Bosnia and Herzegovina (BiH) faces one of the worst mine problems in the world. Local 
authorities, composed of the BH Demining Commission, the national BH Mine Action 
Center (BHMAC) and two Entity level Mine Action Centers (FEDMAC and RSMAC) took 
overall responsibility for the National Mine Action Plan in 1998. The United Nations 
Development Programme (UNDP) is assisting the government of Basnia and Herzegovina 
to build the institutional capacity to plan and manage the National Mine Action 
Programme. 


A Board of Donors, co-chaired by Office of the High Representative (OHR) and UNDP, 
rovide financial and in-kind support to all aspects of mine-action in the country and the 
UNDP. on behalf of the Board of Donors, is seeking a 


CHIEF ADVISOR - POLICY, STRATEGIC PLANNING AND DEVELOPMENT 


Based in Sarajevo the Chief Advisor is responsible for: 

¢ Advising the Board of Donors, the National Demining Commission, the Director of the 
BHMAC, and the Federation of BiH and Republika Srpska Governments (through the 
Entity MACs) on strategic planning and policy development. This also entails assisting 
the Director of the BHMAC in the discharge of his specific responsibillties. 

è Assisting the national structure and providing the necessary advice to ensure 
functional and sustainable structures at all government levels. 

The Chief Advisor, reporting to the UNDP Resident Representative, in close collaboration 

with the Demining Commission and the Director of BHMAC also functions as UNDP 
Programme Manager involving: 

« Management of the UNDP Assistance to the Mine Action Programme of Bosnia and 
Herzegovina. 

« Supervision and management of a team of civilian and military international technical 

advisors at the MACs and oversight of capacity building and training measures. 


QUALIFICATIONS 

A seasoned manager of proven ability and 12-15 years experience in increasingly senior 
management of major development projects, the successful candidate will have sound 
interpersonal skills, a good cndertarding of and the sensitivity required for work in a 
multicultural environment and the presentation skills to liaise effectively with government 
and donors at the highest levels 

The Applicant will have a postgraduate degree in Business Administration, Public Policy, 
Development or a related field. Fluency in English and computer literacy are required. A 
general knowledge af mine action will be useful, but is not essential. 





REMUNERATION: A competitive tax free salary with benefits will be offered to the right 
candidate. Initial contract is for 6 months; subject to availability of funds the assignment 
may be 12 months and more. 


APPLICATIONS: Applications should be sent to UNDP/ERD/Mine Actien Unit, 1 UN 
Plaza, New York, NY 10017, USA - Attn. The Team Leader or through e-mail at: 
erd@undp.org before Friday November 19, 1999. Additional information can be obtained 
either from UNDPYERD or directly from the UNDP BiH. 


LECTURER/STATISTICIAN 


Statistical Institute for Asia and the Pacific (SIAP) 
Tokyo, Japan 


The United Nations Economic and Social Commission for Asia and the Pacific 
(ESCAP) invites applications for the above post from persons with post graduate 
qualifications in economics/statistics/mathematics and considerable practical 
experience in official statistical work, particularly in the area of sample design, 
survey methodology, micro and macro economic statistics and data management. 
Ability and experience in teaching and conducting training sessions are required, 
Experience or knowledge on the use of statistics in policy analysis and formulation 
in the developing countries of the Asia and Pacific region is desirable. Familiarity 
with statistical software packages will be an advantage. Excellent command of 
written and spoken English. Duty station: Tokyo, Japan, with mission travel to 
countries in the region. 


Duties involve conducting professional training on official statistics, sampling 
applications, primarily on statistical and survey methods, and economic statisties 
through lectures, workshops and practical sessions for government statisticians in 
the Asia/ Pacific region, and preparing and updating training materials for courses 
organized by the Institute. 


United Nations offers competitive salaries, commensurate with education and 
experience, benefits and allowances. Initially one-year appointment with possible 
extension. 


Qualified women are encouraged to apply. 

Apply with detailed curriculum vitae and references by 19 November 1999 
to Chief, Personnel Services Section, Division of Administration, ESCAP, United 
Nations Building, Rajdamnern Avenue. Bangkok 10200, Thailand. Fax: (66 2) 288- 
1046 or 288-1000. 


Please refer to <http://www.un.org/Depts/OHRM/guidenew.htm> for 
guidelines for preparation of resume. 


Due to volume of applications, only candidates under positive consideration will be 
informed of the outcome. 


Maximising Economic Growth in Sussex 


Our aim is to lead 
Sussex into the top 
third most prosperous 
regional economies 
in Europe. 


Q 


INVESTOR IN PEOPLE 


Economic Research 
c. £27,000 pa Burgess Hill, West ussex 


This is a new and excitin opportunity. Our Mission is to maximise the long term GDP growth of 
the Sussex economy an you will provide the intelligence and analysis that shape our services, 


er holiday per eats 


If you would like to apply for this positie ease one Pauline Prior, Administrative 





sussex enterprise 


Tha Chenier Bt Cameraria wg TEE for Sussa 
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Assistant (Human Resources), on-01444 259130 or by e-mail to pauline.prior@sussexenterprise.co.uk 
for an application form,Closing date for receipt of completed applications: 12th November 1999. 
Interview date:.22nd November 1999. 


To find out more about Sussex Enterprise, visit our website at www.sussexenterprise.co.uk 





THE ECONOMIST OCTOBER 30TH 1999 


Æ, AT THE HEART OF 
(Laa GOVERNMENT POLICY MAKING 


HM Treasury -Economic Advisers in HM Government Economic Service 


Government Economic Advisers work at the heart of government policy making; for economists there can surely be no greater 
challenge and no greater responsibility. We currently have vacancies in the following departments: 

Department for Education and Employment 

Salary range £30,921 - £46,327 

The post-holder provides economic advice on the labour market aspects of welfare reform. 


In the “welfare to work" policy field, the postholder provides economic advice on areas which involve joint working between DSS and 
DfEE. These include the New Deal for Disabled People, Lone Parents and Partners as well as the ONE pilots which aim to provide an 
integrated work focused gateway to the benefit system. 


In the “making work pay" policy area the post-holder provides economic advice on the work incentive effects of the interaction of the 
tax and benefit system including consideration of in work benefits and tax credits. 

Health and Safety Executive 

Salary range £36,070 - £47,245 including London allowances 


The Economic Adviser's Unit, in HSEs main London HQ, has an opportunity for an able and energetic economist to work on a range 
of safety issues. 

This will involve the assessment of costs and benefits of new proposals for safety legislation, advice on the evaluation of health and 
safety measures and on operational matters where there is an explicit cost-benefit dimension. 

You will need to be able to apply the tools of microeconomic analysis to resolve complex issues, and communicate effectively with 
staff at all levels, 


Department of Trade & Industry, Export Credit Guarantee Department & the Postal Services Commission 
Salary range £34,000 - £50,000 

Economists are being sought for the Employment Relations Directorate of DTI to provide advice, analysis and briefing on high profile 
policies such as parental leave, trade union recognition and the National Minimum Wage. 

The Export Credit Guarantee Department are seeking economists to advisé on the economies of emerging markets, international 
finance issues and country risk assessment. 

The Post Office's new Regulator, the Postal Services Commission, is looking for economists to provide economic advice and analysis on 
the Post Office monopoly, pricing, service quality, licensing and competition matters. 


The Home Office 
Salary range £32,000 - £56,000. + allowances, depending on capability and experience 


The Home Office is looking for experienced economists to join its Economies and Resource Analysis Unit, the central team providing 
economic analysis and business modelling input to all parts of the Home Office. 


You will contribute to policy development in a range of high profile areas, applying economic appraisal and evaluation, examining the 
performance of public services, including the criminal justice system, and providing strategic advice directly to senior officials and ministers, 


The work is challenging and highly diverse, and requires excellent analytical and communication skills. Some experience of 
econometrics would be desirable. 


Inland Revenue 
Salary range £37,000 - £47,750 


There are up to 3 posts in the Analytical Services Division which is based in London at Somerset House. The posts involve working closely 
with colleagues in providing advice on tax policy and/or undertaking/overseeing research into economic aspects of tax policy. 
Opportunities are likely to be available to work on both personal and corporate tax, and one post will focus on compliance issues. 


Department of Health 
Salary range £30,000 - £49,050 


The Department of Health faces a challenging agenda of improvement and modernisation throughout its £40bn expenditure 
programmes. High quality, robust and timely economic advice is crucial to the success of this massive venture. We now need 1 or 2 
outstanding individuals with the ability and ambition to make a real impact on policy, The immediate needs are mainly centred on the 
supply of pharmaceuticals. The work currently covers government sponsorship of the UK industry, the regulation of pharmaceutical 
prices, trade issues, and remuneration and reimbursement systems for community pharmacies. 


In addition to a good Economics degree and preferably a Master's qualification, you will need at least four years professional economic analysis 
experience, You will need strong analytical abilities, and developed critical faculties. And you will need superlative interpersonal, teamworking 
and communication skills, together with an ability to identify and distil important issues rapidly and the flexibility to cope with competing 
demands. The posts in Inland Revenue are offered on a permanent basis although candidates available for two years or more will be considered. 
The other appointments are offered on a two/three year fixed term basis with the possibility of extension or conversion to permanency. 


For further details and an application form (to be returned by Friday, 19 November), write to Capita RAS, Innovation Court, 
New Street, Basingstoke, Hampshire RG21 7JB, or telephone 01325 745170 (24 hours} or fax 01256 383786/383787. 
Internet: http://www.rasnet.co.uk/ Please quote reference: B4581. 


The Civil Service is an equal opportunity employer. ( A P I l A RÁ S 
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University of Washington 
School of Business Administration 




















The University of Minnesota 
Carlson School of Management 


















Michael L. and Myrna Darland Endowed Chair in Entrepreneurship 







Entrepreneurial Studies. The University. of Minnesota, Carlson School of 
Management, is seeking to fill its Curtis L- Carlson Chair in Entrepreneurial 
Studies. The Chairholder is expected to. provide leadership in teaching, 
research, and service in entrepreneurship which focuses'on the creation and 
growth of new businesses in various organizational settings - new company 
startups, internal corporate ventures, strategic alliances, acquisitions, etc. 
Minimum qualifications include a doctorate degree and established record 
of research and teaching in entrepreneurship. Complete position description 
Ha be mailed to interested applicants. Deadline for applications is January 
15, 2000. 


The School of Business Administration: invites applications for the Darland 
Chair in Entrepreneurship, Candidates should have outstanding qualifications 
and the ability to assume a leadership role in teaching, scholarship and service 
to the School. Preference will be given to candidates with prior research or 
work experience related to high-tech. Candidates should be willing to apply 
their expertise to entrepreneurial settings, and have an ability to interact with 
the high-tech business community in and.around Seattle. 



























We hope to fill the position by Fall, 2000 or sooner. The University of 
Washington is an: Equal Opportunity, Affirmative Action Employer. Women and 
minorities are encouraged to apply. 





Letters of interest, including a cv and statement of research and interests, 
should be mailed to. Professor Andrew H. Van de Ven, Chair of Search 
Committee, 3-365. Carlson School of Management, University of 
Minnesota, 321 -19th Ave South, Minneapolis, MN 55455. or emailed to 
avandeven@csom.umn.edu.The University of Minnesota is an. equal 
opportunity employer and educator. 


Please submit applications and nominations to: 









Professor James Jiambalvo 
Chair, Search Committee for the Darland Chair in Entrepreneurship 
School of Business Box 353200 
University of Washington 
Seattle, Washington 98195-3200 




























A career in the heart of Europ 





The EIB is the long-term financing institution of the European Union and one of the largest multi-lateral lending 
institutions in the world. Its focus is increasingly on projects promoted by the private sector. Within the 
Projects Directorate, which is responsible for the techno-economic appraisal of projects, the Bank is 
currently seeking for appointment at its headquarters in Luxembourg an (m/f) 


Industrial Economist 


Responsibilities: As part of a multi-disciplinary team, he/she will carry out: ¢ Assessment of the economic, 
financial and environmental viability of capital investment projects and corporate programmes in industry, 
both in the EU member states and in developing countries mdada in Eastern Europe. Principal sectors, are the 
mechanical and process industries, subject to negotiation and flexibility with other members of the industrial 
economics team; ® Preparation of industry sector studies and assistance in identification of new investment 
opportunities; * Preparation of short, incisive appraisal reports. 


Education/Experience: © Relevant academic qualifications in economics, preferably a background in 
industrial economics or the economics of the firm; + A minimum of 3 years experience gained in assessment of 
industrial projects in the corporate, consultancy or financial sectors, with some exposure to market analysis. 


Job-specific knowledge: Experience of applied quantitative methods, economic and financial modelling, 
cost-benefit analysis, risk analysis and environmental impact assessment. 


Languages: Excellent knowledge of English or French and a good command of the other. Working 
knowledge of other Community languages would be an advantage. 

The EIB offers attractive terms of employment and salary with a wide range of welfare benefits. Applications 
from women would be particularly welcome. 

Applicants, who must be nationals of a Member Country of the European Union, are invited to send their 
curriculum vitae, in English or French, together with a letter and a photograph, quoting the 
appropriate reference, to: 


EUROPEAN INVESTMENT BANK, Recruitment Division, Ref.: PJ99ECO03, 
L-2950 LUXEMBOURG. Fax: + 352 4379 2545 


Applications will be treated in the strictest confidence and will not be returned. 
General information about the EIB can be found on the internet (http://www.eib.org). 
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International, 
HIV/AIDS. 













Supporting community action on AIDS in developing countries 





The International HIV/AIDS Alliance isa leading international NGO 
specialising in HIV and AIDS and a Collaborating Centre of the Joint 
United Nations Programme on HIV/AIDS (UNAIDS). As we continue 
to promote effective community based prevention and care programmes, 
we are seeking a number of new professionals to join our team. 


PROGRAMME CO-ORDINATOR: INTER-REGIONAL 
PROGRAMME. Ref: El 


London based with some travel. A senior level position responsible for 
ensuring that the Alliance learn as much as possible from its community 
based programmes and that tools and lessons are used to influence the 
policies and programmes of other institutions. The Co-ordinator will 
lead a team of eight staff responsible for the Alliance’s work in south- 
south technical co-operation, development of tools and materials, 










The Bren School is a graduate school offering a two-year professional 
Masters degree and a PhD. The School aims for strength in both the 
social and natural sciences. Applications should be sent to: Search in 
Organizational Environmental Management, Bren School, University of 
C alifornia, Santa Barbara, CA 93106-5131; telephone (803) 893-7363; 

fax (805) 893-7612; e-mail: search@bren.ucsb.edu. 

Web; http:/ / www.bren.ucsb.edu/ 















PhD is normally required at the time of appointment, which begins July 1, 
2000. Applications must include a curriculum vitae, a statement of 
research interests and teaching philosophy, and copies of two papers. 
Three letters of reference should be sent separately. For fullest 
consideration, all material should be received by December 3, 1999, 
although the position will remain open until filled. The University of 
California is an Equal Opportunity/ Affirmative Action Employer. We 















and persons with disabilities. 


DEPARTMENT OF ECONOMICS 
AND FINANCE 


Professorship in 
Economics and 
Finance 


The Department wishes to appoint a Professor 
in Economics and Finance (Ref 5226). The 
Department has a preference for candidates 
with expertise in Financial Theory or 
Macroeconomics, but welcomes applications 
from any area of Economics.and Finance. It is 
hoped that the successful candidate will be 


BRUNEL 


UNIVERSITY 


able to join the Department as soon as possible. 


The Department of Economics and Finance was 
awarded a rating of 4 in the most recent 
Research Assessment Exercise. The 
Department's strategy is to continue to 
strengthen its research profile and, to this end, 
we seek an applicant who will play an active 
research role in the Department. The successful 
candidate will be expected to actively 
contribute to improving The Department's 
reseach profile. Excellent support in terms of 
computer and data facilities, funding for 
conferences and other direct research costs are 
provided for members of staff. 


Salary will be on the Professorial range £37,863 
minimum (including London Weighting). 


Further details and application forms may be 
obtained from Personnel Services, Brunel 
University, Uxbridge, Middlesex UB8 3PH. 
Informal enquiries can be made to Professor 
Brunel Chris Martin (Tel: 01895 203171/e.mail 
University christopher.martin@brunel.ac.uk), Professor 
exists to Christos loannidis (Tel: 01895 203327/ 
provide e.mail christos.ioannidis @brunel.ac.uk) 
high quality or Professor John Bennett (Tel: 01895 
education 816201/john.bennett@brunel.ac.uk). Also visit 
and our web site at www.brunel.ac.uk/depts/ecf. 
research of The closing date for completed applications is 
use to the 26 November 1999. Please quote the reference 
community. number. 
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encourage all qualified applicants to apply, including minorities, women, 


operations research, policy analysis and communications. The 
successful candidate will have strong technical skills and extensive 
experience in community based HIV/AIDS programming and/or NGO 
support, strong programme management skills: donor relations and 
fundraising experience; and excellent writing, editing and 
communication skills in English. French and/or Spanish is desirable, 
Apply by Nov 26th. Salary from £34,726 with good benefits, 


PROGRAMME OFFICER: CARE AND SUPPORT. Ref: E2 
PROGRAMME OFFICER: ORGANISATIONAL 
DEVELOPMENT. Ref: E3 


Two positions. London based with some travel. Responsible for 
promoting good practice in community based HIV/AIDS work by 
managing and implementing documentation and research projects; 
developing training materials; providing technical support to overseas 
partners; and preparing policy analysis and other documentation. 





















Both positions require strong technical skills in community based 
HIV/AIDS programming and/or NGO support: strong project 
management skills and excellent writing, editing and communication 
skills in English. French and/or Spanish is desirable. Position I requires 
specific expertise in care and support for people living with HIV in 
developing countries and would also benefit from experience in 
promoting the involvement of people living with HIV, access to 
treatment issues and community based orphan care. Position H requires 
specific expertise in organisational development for developing country 
NGOs, and would benefit from skills in advocacy training, fundraising, 
documentation, promoting strategic partnerships and developing 
systems of NGO support. Apply by Nov 26th. Salary from £26,090 with 
good benefits. 

















TECHNICAL ADVISOR, BURKINA FASO. Ref: E4 


Ouagadougou based. Responsible for leading the process of developing 
and integrating a programme for orphans and vulnerable children into 
on-going HIV/AIDS work of a local NGO support organisation Will 
lead a local team in collaborative programme design, monitoring, and 
evaluation, identifying and co-ordinating responses to technical support 
needs of community groups, donor liaison and reporting and related 
duties. Requires: strong technical skills and extensive experience in 
community based HIV/AIDS programming and NGO support; strong 
diplomatic and management skills; understanding of key issues 
involved in addressing needs of vulnerable children; strong French and 
English language skills. Apply by Nov 19th. Competitive international 
salary. 















The Alliance is an equal opportunities employer; qualified people living 
with HIV/AIDS are particularly encouraged to apply. For further 
information, please e-mail edix@aidsalliance.org. To apply, please send 
your CV with a covering letter via e-mail, or by post to: International 
HIV/AIDS Alliance, 2 Pentonville Rd, London, NI 9HF. No telephone 
enquiries please. 
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A bit of you knows 


you are looking for a TANYA | TN 
Lo aa 


bigger challenge 


The retail savings market is going through dramatic changes. National Savings is the 
second largest provider of savings products in the UK with a portfolio valued in 
excess of £63 billion. National Savings has a client base of around 30 million 
customers - over half the national population. 


Having completed a strategic review the foundations have now been laid for a 
radical new structure to take the organisation into the 21st Century, Ir will move 
forward as a dynamic and responsive organisation, ready to strengthen and maintain 
its market leading position, 


ECONOMIST 


National Savings now has a vacancy for an Economist. The post primarily involves 
providing economic and econometric analysis for the savings market. The successful 
postholder should have at least a 2:1 degree in Economics, or some other 
quantitative degree with a substantial economic component. A postgraduate 
qualification would be a distinct advantage. Knowledge of MICROFIT, EXCEL and 
WORD is desirable. The post requires the ability to liaise with internal and external 
clients and to communicate results effectively both orally and in writing to people 
with a range of interests. The appointment is offered on a Permanent basis. The 
salary ranges trom £22,500 - £34,000. 


For further information or an application pack please contact Melanie Clare on 


0171 605 9327, 
Closing date: 19th November 1999 


National Savings is an Equal Opportunities employer. 
sat o, 
Ns 
80/3 
io 
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‘Hunting Technical Services Limited 
HTS 


Ref TL99 Project Team Leader Bangladesh 
Hunting Technical Services is a leading International Development 
Consultancy. We have an immediate vacancy for a consultant to 
lead an established team in Bangladesh. The project involves a 
complex mix of social development, agricultural extension, 
institutional development and partnerships between Government 
and NGOs. The successful applicant will: 


lead a large multi-disciplinary team and effectively manage the 
administrative and financial aspects of the project; 
constructively engage a large South Asian government 
bureaucracy and be an effective ambassador and an 
enthusiastic advocate for the project; 

build on established process consultancy methods and; 
contribute added value to the technical expertise of the team 


The right person is likely to have successful experience of team 
leadership, of working in South Asia and of large Public Sector 
institutions. The post will be full time based in Dhaka until 2002. 


Ref SC99 Senior Consultants South Asia 
We also have opportunities elsewhere in South Asia for Senior 
consultants with substantial experience in Sustainable Rural 
Livelihoods, Natural Resources, Social and Institutional 
Development 


Send CVs by 15th November quoting ref TL99 or SC99 to Sue 
Adams, HTS, Thamesfield House, Boundary Way, Hemel 
Hempstead, UK. HP2 7SR. 

Phone +44 1442 202440 fax +44 1442 219886 

Email sue,adams@htsconsult.co.uk web www.htsconsult.co.uk 
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Executi S00K+.. sea ; 
Asia / Europe / M-East / U.S.? Contact for Free Info & Critique 


www.careerpath.co.uk 
«Fax: 
USA/Canada +4202 4781698 
Europe +44 20 75048280 
Asia / M. East / Aus +66 2 2674688 


cpamerica’ 
cpeurope@careerpath.co.uk 
kk Joxinfo.co.th 


Faculty Position, Environmental Economics and Policy 
(Endowed Chair) 


The University of California, Santa Barbara (UCSB) Donald Bren School of 
Environmental Science and Management invites applications for the Donald Bren 
Chair. This is an endowed chair in the areas of environmental economics and 
policy. The endowment provides substantial discretionary funds. to support the 
research and teaching programs of the incumbent. We seck a distinguished 
established scholar with demonstrated visibility in, both the academic community 
and the policy arena. Interest in working in an interdisciplinary environment is 
essential. We expect the chair holder to play a leading role in building and shaping 
the environmental economics and policy programs within the Bren School. 


The Donald Bren School of Environmental Science and Management is a 
graduate school offering a two-year professional Masters degree and an 
interdisciptinary Ph.D. The curriculum focuses on climatic, hydrological, 
ecological, and human systems at local, regional, and global levels, and 
addresses the consequences of governmental policies, regulations of industrial 
practice, and corporate strategies. Applicants for faculty positions must have a 
strong interest in collaborations with faculty and students who conduct 
interdisciplinary research in environmental science, economics, and policy with 
implications for environmental problem solving. Our web page 
(http:/Avww.bren.ucsb.edu/) contains more information about the School. 


Nominations and applications should be sent to: Bren Endowed Chair 
Recruiting Committee, Donald Bren School of Environmental Science and 
Management, University of California, Santa Barbara, CA 93106-5131; 
telephone (805) 893-7363; fax (805) 893-7612; e-mail: searchiabren.ucsb.edu, 


Applications must include a curriculum vitae, a statement of research interests 
and teaching philosophy, copies of three publications, and names of four 
references. For full consideration, applications should be received by December 
31, 1999 although the position will remain open until filled. The University of 
California is an Equal Opportunity/Affirmative Action Employer. We encourage 
all qualified applicants to apply, including minorities, women, and persons with 
disabilities. 


Centre for Brazilian Studies 


Applications are invited for the following posts within the 
Centre for Brazilian Studies: 


Research Fellowship in Politics 
Research Fellowship in Intemational 
Politics/Political Economy 


Research Support Staff Scale 1A: 
Salary £16,286-£24,479 p.a. 


Candidates for the first post should normally have recently completed a doctorate 
in political science, political sociology or modern political history with reference to 
Brazil; for the second post, a doctorate in international politics (including 
environmental issues) or economics (including trade, finance and regional 
integration) with reference to Brazil. 


The Research Fellowships will be tenable for two years in the first instance, with 
the possibility of an extension for a further period of up to one year subject to 
satisfactory performance and continued financial support for the Centre. The 
Research Fellowships are available from 1st April or 1st October 2000. An 
affiliation to St Antony's College may be possible. 


Further particulars can be obtained from Miss S Byrch, University Offices, 
Wallington Square, Oxford OX1 2JD, email: suzanne.byrch@admin.ox.ac.uk. 
Applications, including a CV, information on work in progress/publications and 
an outline (up to five pages) of the research the applicant intends 
to carry out, should be sent to Miss Byrch for receipt not later than 
30th November 1999. Applicants are asked to arrange for three references to 
be sent to the above address by the closing date. There is no application form. 


The University is an Equal Opportunities Employer. 
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_ The creme always rises to the top, so 
why shouldn't you? 
Looking for the way to achieve that higher level of income? If you’re.an 
“international. senior executive, over 40; and currently earning +100K per 
year, we can assist you in attaining your goals.:-Resume: Broadcast 
International. will. manage your career search with the personal contact 
: necessary for success, Our commitment is not just 40 hours per week, 
but 24 hours. a day, 365 days a year. Contact us at Tel: (909) 866-4213, 
“Fax: (909) 866-4244 or E-mail: 102224.3306@compuserve.com and 
-open the doors to opportunity today. 


Drouet 
International 


Director of the China Center 
University of Minnesota 


The University of. Minnesota China Center is seeking applicants for the 
position of. Director, Responsibilities include: maintaining significant 
University relationships with Chinese higher education institutions; 
strengthening institutional, faculty, student and scholar exchanges between 
the University and P.R. China, Hong Kong and Taiwan; Providing supervision 
of the China Center’s support staff, and providing budgetary oversight. 











Resume Broadcast international 

PO BOX 2892, Big Bear Lake, California CA92315, USA. 
Tel: +1 (909) 866 4213, Fax: +1 (909) 866 4244 

Email: 102224.3306 @compuserve.com 



















Essential qualifications include a Ph.D. or equivalent terminal degree and 
knowledge of Chinese and English languages. Preferred candidates will 
possess a record of strong professional and/or academic accomplishments 
including: experience in developing international exchange or research 
projects; excellent public relations and cross-cultural skills; knowledge of 
Chinese culture and protocol; and knowledge of the issues in a variety of 
disciplines, including those in business, the sciences and engineering where 
the China Center has fostered substantial academic initiatives. 









Applications should include a resume, names and addresses of three 
references, and a one-page statement that indicates why the applicant is 
interested in being Director of the China Center. This position offers 
attractive University benefits and a competitive salary. Further inquiries 
about the position and applications should be sent to the attention of Ms. 
Joan Brzezinski, Acting Director, University of Minnesota China Center, 
Room 130 Heller Hall, 271 19th Ave., S. Minneapolis, MN 55455 or by 
email to brzez001@te.umn.edu 










The University of Minnesota is an equal opportunity educator and employer. 


Unversity OF Minnesota 








The Republic of Lebanon has applied for a loan from the International Bank for 
the Reconstruction and Development (IBRD) towards the financing of a General 
Education Project. In this context, the Ministry of National Education, Youth 
and Sports (MNEYS) is seeking a: 


Project Coordinator 


S/he will be responsible for the coordination of all project activities and the 
management of the project unit. Detailed terms of reference are available at 
pegenrdp@destination.com.}b. 

Required qualifications: Master’s degree; 10 years of experience in a field 
relevant to the project (social sectors, development ete.), including 5 years of 
experience in management of complex projects; knowledge of Arabic, French, 


and/or English. 


Condition: Applicants should be of Lebanese citizenship. 


Terms of employment: Employment conditions and salary similar to contract 
employees locally recruited by international organizations in Lebanon. 


Duty station: Beirut, Lebanon 
Starting date: January 2000 
Deadline; November 8, 1999 


Applications to be sent to: C/o Mr. Renaud Meyer, UNDP, UN House. Square 
Riad al Solh, PO Box 11-3216, Beirut, Lebanon 


Fax: 961.1.981.421 
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APPOINTMENT OF A NATIONAL PENSIONS CO-ORDINATOR, 
T&G CENTRAL OFFICE 


A vacancy exists at the T&G Head Office for a National Pensions Co-ordinator. 


The person appointed will provide support to the Legal Department in the 
provision of assistance to Officers and Members of the Union on all matters 
relating to State and Occupational Pension Schemes. 


A comprehensive knowledge of the Rules, Constitution and Administration of 
Pensions is essential as well as practical experience of advising on pension 
matters at the most senior levels, 


A professional qualification or degree is desirable. 
The salary for this post is £35,046.44 per annum. 


Please contact Personnel on 0171 963 4518 for an application form, Job 
Description and Person Specification to be returned no later than Wednesday 24 


November 1999, 
TG 


The T&G is an Equal Opportunities employer 


Salary up to £32,199 pa inc. 


The Institute is seeking to attract two outstanding social 
scientists with teaching and research interests in 
management issues. Only candidates with a first-rate 
research achievement and/or potential will be considered, 
Special consideration will be given to candidates with an 
interest in marketing models, quantitative methods and 
any one of the behavioural sciences. 


For further details please phone 0171 955 6183 or email 
recruitment@ise.ac.uk with your postal address. Please 
quote reference L032. 


Closing date for applications: 26 November 1999. 


The London School of Economics and Political Science is committed to equa! 
opportunities and excellence in teaching and research 


Applications are invited from outstanding candidates for a 
Chair/Reader in Finance in the Department of Accounting 
and Finance at the School. The Department is seeking to 
fill two posts which may be at Chair or Reader level. 
Candidates with strong research records in all areas of 
Finance will be considered. Successful candidates will 
hold appointments commencing September 2000. 


It is expected that the appointed candidate will be willing 
to play a substantial role in the Financial Markets 
Group/ESRC Centre and contribute to the development of 
research programmes within the areas of interest of the 
Centre. This is a major research centre with public and 
private sector funding which provides additional research 
support facilities in the area of finance and which liaises 
closely with the Department. 


Further particulars and details of how to apply may be 
obtained from the Personnel Division, The London School of 
Economics and Political Science, Houghton Street, London 
WC2A 2AE (tel: 020 7955 7079; fax: 020 7955 6843; 
e-mail: j.brown@Ise.ac.uk). The closing date for the receipt 
of applications is 30 Novernber 1999. 


The London School of Economics and Political Science is committed to equal 
opportunities and excellence in teaching and research 
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‘University of Pittsburgh 
Position Available 
DIRECTOR 
University Center For International Studies 

— http://www.ucis.pitt.edu/director 


: Overseas 
| Development 
Institute 


Can you lead new work on aid? 


Britain’s leading 
independent think- 
tank on international 
development and 
humanitarian issues 


If you work in this field, you will know ODIs work on the theory and practice of 
development co-operation. We seek to appoint a Research Fellow with a cutting- 
edge research reputation to lead new work in the area. Discipline immaterial, but 
candidates will have a postgraduate degree and at least five years’ relevant 
international experience, a second European language in addition to English and 
outstanding writing and communication skills. Read our: website 
(hitp://www.oneworld.org/odi/) if you feel that you could maintain and build OD!’s 
high reputation in this field, 


Further details and an application form can be obtained from Susan Hamilton, 
ODI, Portland House, Stag Place, London SW1E 5DP. Fax +44 (0) 171 393 1699. 
E-mail: s.hamilton@odi.org.uk 
Closing date: 10th December 1999. 


ODI is an equal opportunities employer Charity Reg. No. 228248 


BUSINESS OPPORTUNITIES 
Are You a Young Leader? 


The U.S.-Japan Foundation is accepting nominations of 
and applications from U.S. and japanese citizens aged 
28-42 from a broad variety of fields to attend the first 
jJapan-America Young Leaders Conference 
in Seattle, Washington, August 19-27, 2000. 
For more information and to apply see: 
www.jaylp.org 


COMPANY FOR SALE 
Well established Canadian company, supplying speciality products to Canadians 
& US primary steelmaking facilities for the last 34 years. 
Yearly sales: CND$ 2,000,000.00 
Reply to: Mr. Gilles Marleau at Fuller Landau 
Phone : (514) 875 2865 
Fax > (514) 866 0247 
email :  gmarleau@fuller-landau.ca 


$2,000,000 Commission! 


FOR SALE HOUSTON (USA) 
Great Opportunity 


Due to old age and serious illness, owner forced to sell, 
extremely valuable land holdings at entrance of Houston 
Intercontinental Airport. Should double or triple in price as 
airport continues to expand. 100% Management Free. 120 
acres (5,227,000 square feet/48.6 Hectares) with plans, 
renderings, and virtual reality video by HOK for construction 
of office towers and condominium apartments. 
Serious principals or their bank representatives only. 
Willing to discount at 40% off list price. 
Will pay $2,000,000 commission from the completed sale 
and closing. 
* Exxon Corp. just purchased a piece of this land and paid 
list price of $20 per square 
* (Willing to sell remainder at $12 per square foot.) 
Fax (713) 468-1506 
PRIVATE & CONFIDENTIAL 
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| London 


Business 


onsaswesnseososs 


Understanding 
New Electricity 
Markets 


Re-structuring electricity utilities has been a major 
worldwide trend of this decade. For organisations 
which had previously operated as regulated local 
monopolies, or within the public sector, now to be 
successful in new competitive environments is a 
major challenge for managers and policy makers. 

At London Business School, the Energy Markets 
Group has been developing model-based, strategic 
insights into these issues for over 10 years, and now 


offers an open 4-day course: 


‘MODELLING & MANAGING 
COMPETITIVE ELECTRICITY MARKETS' 
December 6-9 1999 


The course will help managers and analysts to 
develop their own business simulation models, and 
refine their insights on the way that electricity markets 


are evolving. For further details contact: 


www.l|bs.ac.uk 
Esther Welch 

London Business School 
Sussex Place, Regents Park 
London NW1 4SA 

e-mail: ewelch@lbs.ac.uk 
Tel: +44 (0)171 262 5050 
Fax: +44 (0)171 724 7875 


London Business School exists to advance learning and research in business and management 


TRANSFORMING FUTURES 
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BUSINESS & PERSONAL 


Europe made easy 


Crossair of Switzerland, Europe's largest regional airline, offers more than 28 daily departures 
from the the UK and Ireland to Switzerland. In addition, Crossair also offers more than 100 desti 
nations in 36 European countries through its EuroCross hub at EuroAirport Basle. Contact your 
local travel agent or Crossair +44 845 607 3000. www.crossair.com W The Qualifiyer Group 














crossair 











ALL SUBJECTS CONSIDERED 


New Authors 
Publish Your Work 





Psychometric Assessment 
for Management Selection 
and Development 


F X 






















write or send your manuscript to: 
MINERVAPRESS 
315-317 REGENT STREET. 
LONDON WIR TYE, ENGLAND 
www. minerva-press.co.uk 





For a dedicated web host 
provider look no further. 


We provide MySQL/PHP, MS 
SQL Server 7, ODBC, 
Real Server G2, Secure 
Servers, E-mail services, 
Domain Name registration 
and, of course, web space. 


http: //www.totalwebsolutions.com 
Tel: 0870 7879 888 
E-mail: info@totalwebsolutions.com 





Call: 201.287.8400 F 


€ OF 


1402 TEANECK ROAD + SUITE 114 
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POWERED BY TECHNOLOGY 





ASSOCIATES LIMITED 
Business Psyehelagisss 
14 Rocks Lane, London SW13 ODB. 
Tel+44 (0)181 878 2213 
Fax: +44 (0)181 878 7286 





























LUXURY SERVICED APARTMENTS NEAR HARRODS 
CHOOSE FROM A SELECTION OF BEAUTIFULLY 
APPOINTED STUDIO AND ONE BEDROOM 
APARTMENTS IN KNIGHTSBRIDGE 
ALL FULLY EQUIPPED WITH MODERN FACILITIES 
12 OVINGTON SQUARE 
KNIGHTSBRIDGE SW3 1LN 
TEL: 0171-581 5466 FAX: 0471-584 2912 

E-Mail: info@tondonsuites.com 
Web Site: www. wites.com 


START YOUR OWN 
IMPORT/EXPORT AGENCY 
No capital or exp. req. No risk. Work 

from home. Part/Full time. Help Desk. 

1 Established 1946. Clients in 120 countries. 

Free Booklet. 


WADE WORLD TRADE 
Dept 2024 50 Burnhill Road 
Beckenham Kent BR3 3LA 
Tel: +44 (0} 181 650 0180 (24hrs} 
Fax: +44 (0} 181 663 3212 
http://www. wadetrade.com 
a se eee eee eee E 
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. TEANECK, NEW JERSEY - 07666 - USA 








OFFSHORE COMPANIES 
TRUSTS FOUNDATIONS 


Over 15 years of specialist company formation 
& management services. 
For a no-obligation confidential consultation, 
together with free explanatory brochure contact: 


# “"LONDON' N 


| Quality serviced apartments offering best value | 
for money. Our apartments offer great savings 
a compared to hotels. Fully serviced, private 
bathroom, kitchen, a 
n heating, elevator. 


TV, telephone, central 
Centrally located in Kensington area. a 


E Tourist Board Approved W 





WORLDWIDE CORPORATE = gy. “shu Garden Apartments gy 
South Kensington, London SW7 4DG, UK 
a 


www.ashburngardens.co.uk 
info@ashburngardens.co.uk 


Tei: ++44 207 370 2663 
Fax: ++44 207 370 6743 


Options 


Options is a leading provider of project management and consultancy services 
in health with a focus on reproductive health. We work with national 
governments, international development agencies and NGOs around the world to 
help implement effective health policies and programmes. 

Options has access to over 1,000 specialists in health and direct experience of working in 
40 countries. For further information, Tel: +44 171 383 2494. Fax: +44 171 388 1884. 
Internet: http:/Awww.options.co.uk Email: info@options.co.uk R 





TEL. +44 1624 827153 
FAX. +44 1624 827154 


E Mail solutions@advsys.co.uk 


\ 








2ND PASSPORTS, DRIVER'S 
LICENCES, DEGREES, BANK 
A/Cs, CAMOUFLAGE PASSPORTS. 
GMC 
Fax +3120-5241407 
Email: 1004 13.3245@compuserve.com 
http://www.global-money.com 







2™ CITIZENSHIP 
Henley & Partner, Inc. 


OFFICIAL PROGRAMS LEADING TO 
FULL CITIZENSHIP AND Passport 
TEL +44 — 1481 ~ 832 880 
FAX +44 - 1481 — 832 881 
WWW.HENLEY- PARTNER. COM 

BY GOVERNMENT 


APPOINTMENT 


_ The | 
Economist 


TO ADVERTISE WITHIN THE 
CLASSIFIED SECTION, CONTACT: 










Tricia Dooley 
New York 


Tel: (1-212) 541 5730 
Fax: (1-212) 247 1325 
Email: TriclaDooley@economist.com 


Evanna Kearns 
London 
Tel: (44-171) 830 7000 
Fax: (44-171) 830 7111 
Email; EvannaKearns@economist.com 








APPOINTMENTS 


MEDIA RELATIONS 
OFFICER 


The Roll Back Malaria initiative of 
the World Health Organization 
seeks a proactive, results-oriented 
individual to help draw 
international media attention to the 
world’s malaria epidemic and other 
infectious diseases. One million 
people are dying from malaria 
each year, even though affordable 
interventions exist that could 
prevent half these deaths. 
Ambitious advocacy plans are 
being made to address this crisis. 
Qualifications: Five years media 


relations experience on health, 
development or social issues; an 
impressive track record generating 
extensive top-tier media coverage; 
persuasive writing skills; and PR 
campaign coordination experience. 


Monthly remuneration 
approximately USD 6,000, tax-free. 
Position based in Geneva with 
extensive travel. Recruitment is for 
eleven months subject to renewal. 
Applications deadline: December 
1, Send c.v. with photograph and 
published writing samples (not 
returned) to: Kraig Klaudt - CDS, 
World Health Organization, 20 
Avenue Appia CH-1211, Geneva 
27, Switzerland. Applications from 
women are encouraged. 
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DELAWARE (USA) OFFSHORE IMMIGRATE TO CANADA 
CORPORATIONS “We Can Help” 
Del . Genera, tc Private Bank for Sale a 


ixperience.in jmmigration Matters 


call for FREE report!!! Z € iy firm of Sonjer & Peterson 
$ f Lip: /www.somjen.cont 
LAVI GFPICRS OF 3 Call: 310-376-3480 (USA) i 


Canadian Citizenship r on Law rd. i 
; 351} Siverside Rd, #105-£C © Wimington, DE USA 19810 Fax: 310-798-3842 (USA) Toronto, Ontario, 
302-477-9800 © 800321 -C0RP © FAX 3024773811 , te Tel: (416)922 8083 Fax: ( 
comp@rdelreg.com Internet: hitp:/ /dehteg.com E-mail: whce@ibm.net “We Can Help’ 


Innovative and cost-eff solutions to protect your assets and minimise your tax. The Sovereign Group is a professional global practice of 
leading tax specialists, operating in 13 jurisdictions worldwide for over 10 years. For complimentary copies of our guides to international tax planning 


and trustee services, please contact your most convenient Sovereign office. Alternatively call for expert practical advice free of obligation or charge. 
HONG KONG: STUART STOBIE USA: BILL ANDREWS GIBRALTAR: DIANE DENTITH UNITED KINGDOM: SIMON DENTON TC: PAuL WINDER 
+ +882 2542 1177 Tel: +1 757 363 9669 Tel: +350 76173 Tel: +44 (0)207 479 7070 Tel: +1 649 946 5056 
Fax: +852 2545 0550 5 s +350 70158 44 (0)207 439 4436 1 649 946 
hkia@isov a@sovere g x p@sovereigngroup.com k@sovereigngroup.cont ti@isovereigngroup.com 


OFFSHORE COMPANIES TRUSTS FOUNDATIONS 


Since 1977 The ICSL organisation has specialized in the establishment and administration of Offshore Companies, Trusts 
and other structures with emphasis on Tax Mitigation, Asset Protection and Privacy. We also arrange no tax/low tax 
residency and alternative citizenship and passport. For information or an initial consultation without obligation please 
contact your most convenient ICSL office. Our aim is to provide Quality Service at Reasonable Cost. 

CANADA - JACQUE LAPINE IBERIA - ROD RAMSDEN LLB LLM UK - PEYMAN ZIA 
International Company Services (Canada) Ltd ICSL Iberia Limitada International Company Services (UK) Ltd 
Tel: +1 450 679 7452 Fax: +1450 679 4263 Tel: +351 1 314 2030 Fax: +351 13142031 Tel: +44 171 493 4244 Fax: +44 171 491 0605 

Email: icscanada@cedep.net Email: por@ICSL.com Email: uk@ICSL.com 


USA (WEST) - KASRA SADR JD USA (EAST) - JERRY BAKERJIAN BBA URUGUAY - Dr, CARLOS QUERALTO 


international Company Services (USA) Inc International Company Services (USA) Inc International Company Services S.A. eie. 
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| the lowest water usage per person in the 








OUTPUT, DEMAND AND JOBS First estimates show than Britain’s Gop growth quickened 
to 1.8% in the year to the third quarter. Japan’s industrial output fell by 0.8% in September, but 
was 2.6% higher than a year earlier. In the 12 months to August, industrial production grew by 
2.3% in France and 6.0% in Spain, but fell by 6.1% in Sweden. 


































































































a aR RR EE LEP TRAN LTE IES AA EMER LE TELE 
COMMODITY PRICE INDEX 

The price of nickel on the Lon- 
don Metal Exchange has doubled since last 
December to nearly $7,900 a tonne, its high- 


= The | 
Economist 



























































% change at annual rate The Economist poll industrial Retail sales Unemployment est since April 1997. The stainless-steel in- 
: GDP forecasts production (volums) ae dustry, which uses two-thirds of all nickel 
3mthst 1 year 1999 2000 3 mths? -1 year 1 year latest year ago i : R : i 
‘Australia 709 +41q@ +40 +34 na 4 1.3 Qa" + 5.4 Q 74 sep 8.0 output, is booming again, especially in 
Austria na +17 Q +21 +28 na + 41 unt + 5.9 Wun 42 sp 46 | South Korea and Taiwan. Global produc- 
Belgium 768 +17 Q +17 +26 na 4 O7 Aug +75 Mar 122 Sept 13.2 tion of stainless steel is expected to be near- 
Britain + 37 +18% +17 + 3.0 +34 +01 Aug +37 Sep 5.9 Aug? 63 ly 12% higher in the fourth quarter of this | 
Canada + 3.3 +37 Q2 +36 +30 + 5.5 + 6.9 Jul + 3.5 Ju 7.5 Sep 83 year, compared with 1998. A six-week strike 
Denmark +08 +15 092 +15 +23 na = 2.7 Aug -1.0 Aug 5.6 Sep 6.2 at Inco’s Thompson plant in Manitoba is 
uence $ zs hs i z as zi t a + 2 ł z a Z an Aug mi a ma also pushing prices higher. The strike shows 
ermany + 0. + 1: + 1. + 2. + 5. nil Aug + 0.7 Aug “6 Sep - : : . 
italy +17 +0802 412 +23 + 5.7 +10.7 Aug -0.7 Aug 120 Ap 12.2 nosignofendingand may temporarily shut 
Japan +09 +08Q +10 +08 +16.1 + 2.6 Sep ~ 1.9 Aug 47 Au 43 the plant. Moreover, Australia’s new acid- 
Netherlands + 3.2 +32 Q2 +30 + 3.1 + 12 +02 Aug Z 0.2 May 3.1 Sep 3.9 leaching plants are suffering from produc- 
Spain +46 +36 Q2 +36 + 37 +90 + 6.0 Aug na 15.7 Aug 18.7 tion problems and stocks are falling on the 
Sweden $28 +32 Q@ +36 +34 -49 -61 Aug + 81 Aug 5.5 Sep" 61 LME. A nickel shortage is looming. 
Switzerland +57 41.1 902 +12 + 2.1 na + 2.0 Q2* + 4.1 Aug 2.3 Sept 3.2 
United States + 16 + 3.9 Q2. +39 + 3.0 + 3.7 + 2.4 Sep + 9.9 Aug 4.2 Sep 45 4990=100 % change on 
Euro-11 +13 +1602 +20 +29 +24 -- 0.1 ul + 3.4 jun? 10.2 Aug 10.9 Oct 19th Oct 26th* one one 
*Not seasonally adjusted. f average of latest 3 months compared with average of previous 3 months, at annual rate. tun-Aug, claimant count rate 4.2% in month year 
Septernber.§ Jul-Sep. 3Jul-Sep. Dollar index 
: All items 85.4 848 +01 - 19 
PRICES AND WAGES Germany’s12-month rate of consumer-price inflation edged up to0.8% | food 88.9 875 - 05 - 134 
in October. In the year to the third quarter, Australia’s inflation rate rose to 1.7%, the highest for | Industrials 
three years; its producer prices grew by 1.0% over the same period. Canada’s producer prices AL 544 AEG ot OF ee 
rose by 3.1% in the year to September, the biggest increase since December 1995. Nie. AAS ie res EAA, 
Metals 79.6 79.8 + 03 +202 
% change at annual rate : The Economist poll . . Sterling index > g = 
Consumer prices* consumer prices forecast Producer prices* Wages/earnings 
3mthst 1year 1999 2000 3 mths? 1 year 3 mths? 1year All items 913 915 702 zdl 
Australia 137 +173 13 +26 +84 +10 0 +38 +22% | food 95.0 94.4 = 08 ~ 123 
Austria -01 +05 sep +06 +12 -29 -05 Sep na na industrials 
Belgium +03 +12 Sep atl +14 +68 + 06 Aug +72 +23 @ All 88.1 88.9 + 04 +121 
Britain 403 + 1.1 Sep +19 +24 +13 +17 Sep 454 +49 Aug Nfa? 93.0 2936 +09 +08 
Canada F33 426 sp +17 +21 474 + 3.1 Sep +41 +01 tu Metals 85.1 86.1 + 00 +211 
Denmark +23 +28 Sep +23 +23 +52 +16 Sep +18 +3902 SDR index 
France -03 +07 Sep +06 +10 + 14 -12 Aug +24 +20 Qi All items 83.1 827 - 07 - 13 
Germany +04 + 0.8 Oct +06 +13 +22 + 1.2 Sep na + 3.0 ju Food 86.4 854 - 13 -125 
italy + at +2000 +16 +18 +25 nil Aug +42 +19 Aug" Industrials 
Japan _ -12 +03 Aug -03 -92 -1.1 = 3.9 sep** na + 0.3 Aug Alt 80.1 804 ~ 02 +119 
Netherlands 41 +22 sp +23 +24 +53 +13 Aug +31 +24 Aug Nfat 846 BAT +03 +17 
Spain +32 + 25 Sep +22 +24 +48 + 1.4 Aug +10 +19 Q | Metals 774 779 - 05 +209 
Sweden __ Nna +09 Sep +04 +14 +36 +03 Sep +37 +14 ju Gold 
Switzerland +27 +12 Oct +07 +12 +30 -0.3 Sep na +07 1998 $ per oz 309.40 291.70 ~ 35 - 05 
United States +26 + 2.6 Sep + 2.2 +26 +38 + 3.2 Sep +40 + 3.8 Sep Crude oil North Sea Brent 
Euro-11 ne + 1.2 + 1.2 Sep +72 +15 +28 + 05 Aug + 20 + 2.1 Qas* $ per barrel 22.20 22.84 ~ 43 + 76.7 





*Not seasonally adjusted. t Average of latest 3 months compared with average of previous 3 months, at annual rate. **New series 





* Provisional. t Non-food agriculturals. 











@ WATER America used more fresh water 
than any other rich country in the 
mid-1990s, according to a recent report 
from the orcp. Americans’ annual water 
usage per person was 1,880 cubic metres in 
the mid-1990s, more than twice the oecD 
average, Water usage, or “abstraction”, con- 
sists of total water withdrawals, regardless 
of the amount later returned to the water- 
course. Americans used only 19% of their 
country’s total available water resources 
each year in the mid-1990s, compared with 
the 43% of national water resources used in 
Belgium. Britain and Denmark had some of 


oEcD. Both countries have reduced their 
water usage by more than a fifth since 1980. 
Industry accounts for an average of 65% of 
all water used in OECD countries. 
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| MONEY AND INTEREST RATES On Tuesday October 26th American 30-year Treasury 
bond yields closed at 6.38%, their highest level for more than two years. Broad-money growth in 
| theeuroarea quickened to 6.1% in the year to September, prompting fears of an interest-rate rise. 






































Money supply* . interest rates % p.a. (Oct 27th 1999) 

| % rise on year ago over. 3-mth money market hanks 2-year _ 10-year govt corporate 
aaa Narrow _ broad night latest yearago prime gov't bonds latest! yearago bonds 
Australia +72 +90 Aw 475 540 4.75 77% i8 686 487 74 
Britain +75 +43 Ag 466 588 706 625 624 564 509 S67 
Canada +31 +36 au 450 490 473 6.25 596 628 5.02 7.39 
Denmark fa +49 Aw 280 344 «450 575 a68 57 463 754 
Japan #130 +33 se 001 018 046 138 030 173 09) 068 
Sweden +69 +62 aug 290 321  4)3 444 467 588 472 598 
Switzerland +101 +18 sp 101 207 123 300 2% na 274 407 
United States +17 +75 Sep 588 594 496 825 59 618 458 775 
Euro-11 na +61 sep 265 349 375 365 406 526 nm 556. 








“Narrow: Mt except Britain MO, broad: M2 or M3 except Britain M4.Sources: Commerzbank, Den Danske, LP Morgan, Royal Bank of Canada, Svenska 
Handelsbanken, Warburg Dillon Read, WEFA Group, Westpac, Primark Datastream Rates cannot be construed as banks’ offers. 








STOCKMARKETS Stockholm hit another record high, boosted mainly by strong results in the 
telecoms sector; share prices rose by 4.9% in the week to October 27th. Japan’s Nikkei 225 fell by 
1.6% on October 27th, following the yen’s jump against the dollar. 

























































































































OS EEE NEA EIS SRO AEE ATES ENO TTI TERA PELE HEI SOE 
@ TEMPORARY EMPLOYMENT One third 
of all Spanish employees were in tempo- 
rary work in 1997, according to a recent 
study by the ozcn. Temporary work is de- 
fined as employment under a fixed-term 
contract. In France, where labour-market ri- 
gidities have been widely blamed for per- 
| sistently high unemployment, temporary 
jobs increased from 5% of total employ- 
ment in 1985 to 13% in 1997. In recent years, 
the increase in temporary employment has 
accounted for a large share of the total job 
growth in several European countries. In 
Britain, for example, temporary jobs ac- 
counted for more than one third of the 1.4% 
growth in total employment during the 
economic expansion between 1993 and 
1997. Although France’s total employment 
increased by amore modest 0.8% during the 
same period, nearly 90% of this was because 
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| Market indices % change on | of temporary jobs. 
f 1999 one one record Dec 34st 1998 
Oct 27th high low week year high infocal in$S | 
oe Sree ee OE EE a _ currency terms 
| Australia (All Ordinaries) 2,829.5 3,145.2 2,779.7 +02 +82 -100 +06 +55 
| 1,0113 +092 +15 ~-313 - 02 -105 
| 3 2,865.6 ~ 04 - 63  -192 -154 -241 
SE 620.6 5,7702 + 06 +142 -87 +28 4 47 
| Canada (Toronto Composite) 7,011.5 72927 61803 + 12 +162 -104 +81 +128 
| Denmark (Copenhagen SE) 6796 6930 5655 +07 2125 -127 + 66 - 39 
France (SBF 250) poets, 5 2,500.0 + 24 +35.4 - 11 +212 + 87 
5,363.9 5,652.0 RAR AlS as A a 
L 04 i50 -i47 5] -149 
l -09 +286 -553 +256 +360 
1,543.1 tii +481 -a2 40i 4518 | 
594.3 + 15 +248 -75 +26 - 80 
+00 +125 -n0 -28 -129 
+49 4421 nil +244 +230- 
| ; 8 66167 +02 +72  -183 -A0 -132 
| United States (DJIA) 10,3949 11.3260 9,120.7 +00 +242 -82 +132 +132 
Ar ___ (S&P 500) 1,296.7 1,4188 1,2122 + 06 +214 -86 +55 +55 
Europe (FTSE Eurotop 300)" 2973 99 11649 +17 +2493 53 + 97 - 16. 
| +20 +261 -47 +87 -26 
| +05 4215 - 39 na + 7.0 
| World bond market (Salomon)? 4400 4598 a95 -01 228 -43 — m 36 
A RUO terms, t Morgan tanley Capital international index includes individual markets listed above plus eight others, in dollar terms. | 
Salomon Brothers World Government Bond index, total return, in dollar terms i 
i TEETE a mR EOT EARS ET AC SEE alae a ac a ~ me i 
| TRADE, EXCHANGE RATES AND BUDGETS The yen rose against the dollar, buoyed by talk of another government 


| gained 2.5% in trade-weighted terms over the week. Britain’s 12-month visible-trade deficit widened again, to $42.4 billion in the year to August. 
In the 12 months to August, the Netherlands’ trade surplus held steady, at $14.0 billion; Austria’s current-account deficit remained at $3.4 billion. 















































































































„Trade balance*, $bn_ Current account Exchange rate 7 Currency units N Budget 
latest latest 12 $bn The Economist poll trade-weighted* per per per per balance 
month months latest 12 mths % of GDP, forecast Oct 27th —-year ago $ £ DM euro % of GDP 

1999 2000 Oct 27th year ago 1998 
~ 203 Q 56 50 7939 775 155 162. 256 084 164 05 
“Aug 19 18 “101.3 1036 131 117 2153 704 1376 “2.1 
“188 + 123 un 46.45 1005 1037 383 342 6310 2063 4034 13 
jrit = 42.4 -08a 73 AT 1058 999 __061 0.60 - 033 064 04 
Canada 240 Aug 7 Ba O oa 7945S 147 1S4 2a oJ 155 T37 
7 8 jul + 03 hi nii 1032 1075 706 630 1163 380 743 10 
24 i037 1073 6.23 556 1026 3.35 656 -29 
| “03 1008 1053 1.86 1.66 306  - 79 -2.0 
i ~ 19 740 765 1,839 1,640 3,029 990 1.936 -2.7 
=A 150.7 1281 104 118 172 5608 110 -6.0 
a7 996 103.2 209 187 345 113 220 07 
| EET 753 77 ag a 260 85.07 166 18 
| 13 831 81.0 820. 783 1350 441 863 19 | 
87 104.9 109.4 152 1.35 250 082. 160 na 
-3.8 104.0 1051 2s - 16 054 1.05 1.7 
| +657 iO iG 842 9a — 0% 05 156 05) OC -21 
| apan and United States imports fob, exports | fob. All others cif/fob. t1990=100, Bank of England. OECD estimate. 
f niin PELNE a rae Serer cee NDALA 
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E EXPORTERS The world’s top exporters 
among emerging economies are all in Asia. 

. Singapore, Malaysia and Hong Kong top the 
list: in each. of these trading entrepôts, ex- 
ports reached more than 100% of Gpp in 
1998. And in each, exports to the United 
States alone were worth around 25% of cpp. 
Exports also play a big role in the crisis-rid- 
den economies of Indonesia, Thailand and 
the Philippines, at 57%, 54% and 48% of GDP 
respectively. Exports have been an impor- 
tant engine of growth in Central Europe. In 
Hungary they reached 46% of cop in 1998, 
while in the Czech Republic they reached 
44%. In both countries, however, exports to 
the European Union are what matter most. 
Exports to America were worth a mere 1% of 
Czech cpp. Latin America’s emerging econ- 
omies, in contrast, are generally much less 
export-oriented. Mexico is the economy 
that most depends on exports, which con- 
tribute 26% of Gpr. Unsurprisingly, most of 
those are destined for the United States; 
Mexico’s exports to its northern neighbour 
accounted for 82% of the total last year, or 
21% of Gop. 























ECONOMY Taiwan’s industrial production in September was the same as a year earlier, fol- 
lowing growth of 9% in the year to August. Hong Kong's consumer prices fell by 6.0% in the 12 
months to September. In the same month Singapore's inflation rate rose to 1.2%. Mexico's visi- 
ble-trade deficit widened to $450m in September. 








% change on year earlier Latest 12 months, $bn Foreign reserves*, $Sbn 
















































































GDP Industrial Consumer Trade Current Latest Year ago 
production prices balance account i 

China + 7.0 + 8.1 sep - 0.8 sep +27.6 Sep +28.4 19988 (152.3) m 144.2 
Hong Kong + 0.7 Q - 66 Q2 ~ 6.0 Sep - 48 aug + 0.6 19987 89.2 Aug 92.1 
India 255a +63 Ag + 3.1 au - 79 Ay -400 31.3 Aug 25.1 
Indonesia + 1.8 Q2 +10.2 Q2 + 1.3 Sep +21.6 Aug +441 26.0 tu - 18.6 
Malaysia +410 eua E 23 mug 9188 Aug + 94 toe 32.5 Aug 19.6 
Philippines + 3.6 Q +14.3 Aug + 5.7 sep + 2.0 jul +270 12,4 jul 8.8 
Singapore + 67@ +142 sep. + 1.2 Sep +45 Sep +188 1 75.1 Wh “69.2 
South Korea + 98 Q +18.1 Sep +. 0.8 sep +27.5 Sep +28.6 Sep 64.7 Aug 45.0 
Taiwan + 65 Q nil’ sep + 0.6 Sep + 9.9 Aug +6402 98.6 m 83.6 
Thailand S35 ar S177 Ag o OB sep +105 Aug +13.3 itt 31.5 Aug 25.9 
Argentina - 49 Q ~ 5:1 Sep =. 4.9 Aug - 2.4 sep +13.2 a2 24.0 Aug 244 
Brazil Losa 53m. a S2ag -4tsp -2839 419 Ag 673 
Chile ~ 36 & = 4 mug + 2.9 Sep + 08 sep  - 200 14.9 ag 15.0 
Colombia - 76 Q ~ 8.7 Aug + 93 Sep nil jut ~ 5.8 1998" 79 J TI 
Mexico 32a + 46mg + 166 ag -57s -15002 321 mag 298 
Venezuela - 96 @ na + 24:2 sep + 3.7 Nov ~ 1.8 qa AT ut iia 
Egypt + 5.7 19988 + 8.0 1998 + 29 Aug ~12.5 Q2 -17% 16.8 un 18.6 
Greece + 3.5 1998 + 46 nil + 20 se -17.6 an - 44 jan 21.8 Aug 16.1 5 
Israel + 0.7 Q@ + 2.9 Aug + 5.3 Sep - 7A Sep = 12 Qe 349 Aug 25 
South Africa nil a2 T 2I ag + 1.9sp +22 a9  - 17 a 49 43 
Turkey - 20 Q@ -13.2 Aug +. 64.3 sep ~13.7 Aug + 3.6 tu 23.3 Aug 22:1 
Czech Republic + 0.3 c2 + 1.5 aug + 4.2 Sep ~ 2.0 sep - 0.6 %2 11.7 an 10.8 
Hungary + 38 a2 +10.1 Aug + 10.9 sep ~ 2.3 Avg - 25 Aug 98 ut 98 
Poland 30o +89 sp + 80 sp -146 ag IL] Ag 255 m 258 
Russia + 09 ait +20.2 sep + 120.9 Aug +30.9 Aug aes 9.1 a 78 hi 10.8 





“Excluding gold, except Singapore; IMF definition. tyisible and invisible trade balance. §Year ending June. **Estimate. | TNew series 





FINANCIAL MARKETS Istanbul hit a record high and jumped 
ber 27th, on hopes of a loan accord with the imr by the end of the year. Athens fell for five con- 
secutive days on fears of higher inflation, losing 5.5% over the week. Anxiety over the level of 
Daewoo’s undisclosed debt contributed to a 4.5% drop in share prices in Seoul. 

































































































Currency units interest rates Stockmarkets % change on 
per$ perf shortterm  Oq27th —— Dec31st 1998 
Oct 27th yearago Oct 27th” % p.a. one “intocal n$ | 
week currency terms 
China 8.28 8.28 13.6 na 1,633.3 +34. + 339 + 339 
Hong Kong 7.77 7.75 12.8 2,709.1 T+ 265 + 261 
india 434 42.6 715 a2 38 + 557 + 524 
Indonesia “6,825 7650. 1241 ~ “ya + ag + 687 
Malaysia 3.80 3.80 6.26 “+03. + 260 + 260 
Philippines 401 409 66.1 “I la77 =~ (O03) 
Singapore “1.67 1.62 2.75. 18 + + 41 
South Korea 1,200 1,315 1,977 -45 + EKTE 
Taiwan 317 32.5 522 $05 + 200 +219 
Thailand 38.8 36.9 64.0 $29 + 67 - 02 
Argentina 1.00 1.00 1.65 +26 
Brazil 2.00 1.19 3.29 + 23 
Chile 547 463 901 = 04 ł 
Colombia 1971 1,597 3,246 Tig ~ 210 
Mexico 9.65 1016 15.9 Eoas + 299 
Venezuela 631 571 1,039 +81 + 163 
Egypt 341 3.40 5.62 10,281.9 -06 + 125 
Greece 314 282 S17 5,390.4 -55 + 969 
Israel 427 421 7.03 a7 +08 + 329 
South Africa 615 574 101 7.0490 -06 + 298 
Turkey 480,975 286,275 792,214 6,509.9 410.1 + 150.6 
Czech Republic 34.7 29.2 57.2 494.0 +15 + 253 
Hungary 243 218 400 6,687.3 +16 + 60 
Poland 4.18 3.47 6.88 46612 +07 + 146 
Russia 26.1 16.27 42.9 a70 14+ 2 





Sources: National statistics offices, central banks and stock exchanges; Primark Datastream; EIU; Reuters; Warburg Dillon Read; J.P Morgan, Hong Kong 
Monetary Authority; Centre for Monitoring indian Economy; PEL; EFG-Hermes, Bank Leumi Le-Israel; Standard Bank Group; Akbank; Bank Ekspres; Deut- 
sche Bank; Russian Economic Trends. 
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The national press is censored. Foreign media are banned. The 
reasonable question becomes a treasonable offence. 
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economic and trading conditions of more than 180 countries. 
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Pakistani worries 


Sin—The military coup in Paki- 
stan was greeted with wholly pre- 
dictable outrage from the liberal 
West, followed by demands for 
the restoration of democracy and 
then the diplomatic equivalent of 
being hit with a wet kipper— 
suspension from the Common- 
wealth. Under normal circum- 
stances, one could excuse the 
West, even sympathise, but I 
wonder how many of those in- 
volved in the mud-slinging have 
even been to Pakistan. 

Since 1992, | have been a fre- 
quent visitor and have many 
good friends in the country—I 
should think the majority of them 
are breathing a sigh of relief. The 
last four administrations of Na- 
waz Sharif and Benazir Bhutto 
have been unmitigated disasters 
for all but the closest business 
cronies of whichever was in pow- 
er at the time. Elections have nev- 
er been free and fair—there is 
enormous bribery of the elector- 
ate and corruption strangles the 
economy. Worst of all, Pakistan 
has one of the lowest levels of in- 
vestment in education—deliber- 
ately so, to ensure that the feudal 
system perpetuates itself, as the 
benevolent landowner hands out 
the rice and ensures the correct 
mark is made on the ballot paper. 
Is this the democracy the West 
wants to restore? 

About the only institution left 
with any integrity is the military. 
Robin Cook and his friends 
-should take time to study in 
depth what General Musharraf 
said in his speech of October 
i7th—if he puts even 25% of the 





reforms announced into practice, 
then the coup will have been 
more than justified. Democracy is 
all very well in developed na- 
tions, but I am more and more 
convinced that in its Western ver- 
sion, it simply does not deliver for 
the majority of the people in de- 
veloping nations. So let the gener- 
al have a chance, and then when 
the checks and balances have 
been put in place, let the people 
decide. They deserve a lot better 
than they have had over the past 
ten years or so. 

Grand Gaube, 


Mauritius ROGER WINFIELD 


Sir—You echo the concerns of 
many Pakistanis in your article of 
October 16th (“Oh, Pakistan”). But 
I disagree with your suggestion 
that General Musharraf should 
rush to restore democracy. As we 
have seen in the past, this. quick- 
fix, hastily formed democracy 
cannot be successful in Pakistan. 
Nawaz Sharif and Benazir Bhutto 
were each given two chances by 
the public. Both brought rampant 
corruption, economic and social 
degradation, sectarian violence, 
flight of foreign capital and abject 
poverty to their nation. 

When 70% of the public ap- 
prove of the military takeover 
and a large number of them come 
on the streets to congratulate each 
other, they are sending a strong 
message to the pundits of democ- 
racy that the time may not be 
right yet. The damage is already 
done. It is true that the West will 
shut its doors on Pakistan and she 
will be plunged into.a downward 
economic spiral, but this may be 
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the last opportunity to get rid of 
the corrupt and inefficient system 
that has plagued the nation for so 
long. If the military does not de- 
liver on this promise and another 
democratically elected govern- 
ment: fails, people will have no 
choice but to turn towards reli- 
gious fanatics for solutions. The 
ever increasing voices of Islamic 
fundamentalism in and around 
Pakistan should not be ignored. It 
may be better to have nuclear 
weapons. under the control of 
professional: soldiers than in the 
hands of a religious fanatic. Don’t 
rush General Musharraf. 

Los Angeles SHAHID KAYANI 


Sim—Your position on the mili- 
tary coup in Pakistan is shocking. 
Even though you do not proclaim 
your support to the new leader of 
Pakistan, it sounds like you would 
be ready to-give your blessing to 
General Musharraf if he succeeds 
to “bring an improvement to the 
country”. To explain General 
Musharraf’s initiative you give a 
list of explanations, which.sound 
like justifications. The world. is 
full of young inefficient democra- 
cies with corrupted politicians. 
The Economist is not helping 
them by saying that a “west- 
ernised liberal” General could 
end up as “one of the few Paki- 
stani leaders who has done his 
country a favour.” 

Paris FREDERIC BELLISSON 


Sir—While the other Common- 
wealth nations jointly sent a 
strong “symbolic signal” against 
hijacking of democratically elect- 
ed governments, a few Muslim 
countries of the Arab world—by 
allowing Pakistan’s military lead- 
ers to visit their lands—have ex- 
pressed sympathy and support 
for such illegal takeovers. Does it 
imply that the “commitment to 
rule of law” and “respect for de- 
mocracy” are still not mature in 
the Arab world? Does it mean 
that the Arab world prefers illegal 
takeover of governments on the 
pretext of elimination of cor- 
ruption and nepotism? Does it 
mean they prefer those who 
break their oath to defend their 
constitution? 

Generally, during the honey- 
moon period of six months to a 
year, military leaders of devel- 
oping countries remain less cor- 





rupt but soon they indulge in 
fathomless corruption. For exam- 
ple, Generals Marcos, Suharto, Zia 
ul Haq, Ziaur Rahman, Noriega, 
Mobutu, to name a few “friends’ 
of the United States administra- 
tion, could have reduced cor- 
ruption. Rather they promoted 
and institutionalised sleaze in the 





body politic. 

Riyadh, 

Saudi Arabia ABDUL MOMEN 
= PIERE E EEIN SIRER A aoe 
Stiffed 


Sir—Lexington (“Soft money 
wins again”, October 23rd) sug 
gests that the acceptance of mon- 
ey by politicians means eithei 
that they are corrupted or tha 
they stiff the donors. Lexingtor 
appears to favour the former in 
terpretation. But is this reality’ 
Take the case of a senator: he/she 
is one of 100 in one of two legisla 
tive chambers in one of three 
branches of government. The odc 
local highway or research subsidy 
aside, his/her ability to delive: 
specific favours is limited by thi 
inherent design of the Americar 
system of governance. Of course 
politicians do not wish to expost 
this reality lest donations dry ug 
But reality it is. Donors are stiffec 
every day. 

JONATHAN CLARKI 


Presiden 
American Journalisn 
Washington, oc Foundatior 


Calling the hounds off 


Sin—The problem highlighted b: 
your two correspondents on thi 
issue of fox hunting is that of ig 
norance of the facts (“Houndin: 
hunters”, Letters, October 16th 
Gareth Williams talks bosh wher 
he writes of the levels of sufferin 
and distress endured by the hunt 
ed fox. What scientific measur 
does he use? None, 1 suggest, be 
yond his own prejudice. 

Stephen Grace also is ignoran 
of the facts, for surely huntin 
with hounds is an effective meth 
od of wildlife management. 
after 40 years of hunting all quar 
ry species with hounds, submi 
that absolutely no unnecessar 
cruelty is involved. 

It is also somewhat interestin 
that both these expert corre 
spondents come from area 
where there is no hunting wit 
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hounds. Maybe they, 
prime minister, should ‘stick to 
matters which they understand, 
leaving hunting and conservation 
to those who understand it. 
Carlisle, 
Cumbria G. JACKSON 
aces 


God's waiting room 


Sir--The extremely disturbing 
picture on the final page of your 
debate on suicide (“Let death be 
my dominion”, October 16th) 
raises an issue that you did not 
address: the means. of death. Peo- 
ple are more willing to accept a 
doctor-assisted method, which is 
generally “clean and dignified”, 
rather than the methods common 
to many suicides (bloody, messy, 
gruesome affairs). The difference 
between a quiet death at home 
and one involving blood all over 
the place or a broken corpse 
could not be starker. One, such as 
death in sleep, is something we 
might all hope for. The other de- 
files the space in which it hap- 
pens. Can one doubt that the pur- 
pose of many suicides is just that: 
to disturb the living with an indel- 
ible and horrible memory? 

Santa Barbara, 
California ANDREW NELSON 


Sin—-Throughout your article on 
suicide, you mention Christian 
and Jewish views of suicide. 

it should be Judeo-Christian- 
Islamic cultures. Wherever there 
are Christians and Jews, there are 
Muslims. Islam is a revealed reli- 
gion and it does strongly con- 
demn suicide, unlike eastern reli- 
gions, which do not have a clear 
position on the issue. 
Santa Ana, 


California Hussam DALATI 


Sir—In your article on the ethics 
of suicide you summarised most 
of the arguments on each side. 
However you fell into the trap of 
equating the person who gives up 
a place in a lifeboat to another 
with suicide. The difference is 
surely that a suicide has failed in 
his purpose if he survives, but the 
other has failed if the one who 
takes his place dies; if he himself 
lives, that is a bonus. 

Stockport, 


Cheshire P.J.W. KNELL 


Sin—“The right to die” aside, do 
doctors have the right artificially 
to sustain the life of the terminal- 
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like the 


ly ill and prolong their suffering? 
Doesn't that amount to torture, 
dangling the victim between life 
and death? Isn’t that going against 
God, when he has designed a nat- 
ural way to end life—disease? 

To choose to die from illness 
and suicide can be different; “the 
right to die” may not be the criti- 
cal issue. The terminally ill should 
have the right not to receive treat- 
ment and die as a result. 
Singapore LEE SHAO Hwa 


Sir—It would seem. that argu- 
ments derived from the natural 
order against euthanasia have dif- 
ficulty withstanding arguments 
that run counter to the natural or- 
der. implicitly, suffering is viewed 
as valueless. 

Traditional Christian thought 
provides an argument against eu- 
thanasia that is not mentioned in 
your essay. The discomforts and 
agonies that attend ill-health and 
old age afford the opportunity 
and the invitation to participate 
in the redemptive value of 
Christs suffering and death. 
Moreover, the on-going Eucharis- 
tic embodiment of Christ’s sacri- 
fice provides the sacramental as- 
surance to sustain those who 
endure these traits. 


Poor measure 


Sirn—Suppose that Bill Gates 
wakes up one morning and de- 
cides that America’s Department 
of Justice has gone too far. He de- 
cides to move Microsoft to anoth- 
er country. Now what country 
might he choose? 

The country that immediately 
springs to mind is Britain, and 
you might expect any rational 
government to welcome Micro- 
soft with open arms—no pollu- 
tion, high-paid jobs, significant 
tax payments with little addition- 
al requests for extensive welfare 
payments and no requests for 
state subsidies or tax breaks as 
with the relocation of most other 
transnational corporations. 

However, you would be 
wrong, because a young academic 
sociologist at the London School 
of Economics will soon point out 
that the move would have a 
potentially devastating effect. on 
the government's favourite pover- 
ty measure. 

It is widely reported that New 
Labour’s preferred poverty mea- 
sure is half of the average na- 





GEORGE MURPHY- 
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crosoft millionaires exercise their 
stock options (about a quarter of 
employees are reported to be 
millionaires due to stock options) 
average income in Britain will 
increase. significantly, thus 
increasing the percentage of 
families- who live in poverty 
according to. New Labour. Thus, 
New Labour would need to say 
no thank you to Microsoft. 

This absurd result occurs since 
a relative poverty measure is 
used, rather than an absolute 
measure (although these mea- 
sures are not without their own 
problems). A further implication 
of the New Labour poverty mea- 
sures has gone unnoticed. The 
British government should cease 
paying for the university educa- 
tion of able students from poor 
families. If these students did not 
receive a university education, 
many would end up in high- 
paying manual jobs earning more 
than half of the average British in- 
come. 

Otherwise, many of these able 
but poor university students will 
end up earning in the top range of 
income, thus significantly raising 
the average national income and 
so increasing the measured num- 
ber of families in poverty. “Old 
Tories” should also favour this 


change in policy. With reduced 
- demand for university positions 


from bright but poor students, I 
would expect an influx of upper- 
the 
duller Oxbridge colleges. This will 
help New Labour because these 
students will not benefit as much 
from a university education and 
average national income will not 
increase as much, keeping more 
families above the New Labour 
poverty measure in the future. 
What a revolting outcome. Maybe 
Microsoft ‘should choose Austra- 
lia. However you look at it, the 
beaches, food and lifestyle are 
better in Sydney, anyway. 

JERRY HAUSMAN 


Massachusetts 
Cambridge, Institute 
Massachusetts of Technology 
eb ia alt ATEEN ciclo a ash ea asc ge haces ta 
Black and white 


Sin--In your article “Race, law 
and poverty in the new South Af- 
rica” (October 2nd) the author ar- 
rives at illogical conclusions. The 
gist of the argument is that the 
government’s positive-discrimi- 
nation policies may contribute to 
impoverishing poor blacks even 
more. Your correspondent claims 


tional income. When the Mi- that the really poor (blacks) will 








lose because, for government con- 
tracts, black-owned firms can 
charge more than white ones. 
However, he fails to analyse what 
percentage of government con- 
tracts are won by black-owned 
firms. The statistics may reveal 
that black-owned firms are 
awarded only a small percentage 
of government contracts, do not 
charge a premium and thus there 
is no “loss” to the poor. 

I am surprised that “...aca- 
demics.at South African universi- 
ties avoid the subject for fear of 
being branded racist.” Implicit in 
this statement is the assumption 
that academics in South Africa 
are white and that they lack cour- 
age as academics. I am sure that 
many in South Africa will dis- 
agree with this. 

My main objection to the over- 
all thrust of the article is that it 
ignores evidence that indicates 
that of all groups, white graduates 
find employment much sooner 
than any other group, according 
to a recent study by the Human 
Sciences Research Council. 


Pretoria, MARCEL 
South Africa MITCHELSON 
ankle fh aati inn pe Bh ll 
Railroaded 


Sir—Your article on Brazilian rail- 
ways (“Trucks to trains”, October 
23rd) reminded me of when I was 
serving an American President on 
the American-Brazil Joint Econ- 
omic Commission in 1952. We 
found that over 70% of the tonne- 
miles carried by one railway in 
the state of Sao Paulo consisted of 
its own firewood and steam loco- 
motives. Guess what—we pro- 
posed dieselisation. 

Portola Valley, 
California J. BURKE KNAPP 


Sir—Not only did you move Mi- 
nas Gerais at least 000km (620 
miles) north on the map of Brazil, 
but you also generously gave that 
landlocked state a good chunk of 
the Atlantic coast that rightfully 
belongs to the state of Maranhao. 

The Mineiros, always envious 
of their coastal neighbours’ prox- 
imity to the ocean, must be truly 
exultant with the gift. 

However, despite the best at- 
tempts of The Economist to the 
contrary, Minas Gerais remains 
forever stuck in the central plains 
of Brazil. 


Columbia, SERGIO 
South Carolina FACCHINI 
ee cee aap ARE ENEE AAO. alll 
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common law are required. Graduate degree in law or related field is preferred. 
Experience: At least three years of professional Tegal experience (at the national 
or international level) since earning Juris Doctor degree or equivalent, including 
some experience in the practice of transnational law. Languages: Proficiency in 
Spanish and one of the other official languages of the Bank is required (English. 
French, or Portuguese). Working knowledge of Freitch is preferred. 


Interested applicants should send cover letter and resume {in duplicate), by 
November 30, 1999 including salary requirements, to: 


IDB, Attention: Norberto Requejo Stop E0507 
Code: NR-ATTORNEY-OPR-TE 
1300 New York Avenue NW, Washington, DC 20577 USA 
or FAX (202) 623-3014. 


As a reflection of its commitment to its borrowing member countries, the Bank 
may require staff to accept assignments in both country offices and headquarters. 
Only applications which best match the reqitirements of the position will be 
acknowledged. The IDB encourages gender equality in its hiring practices. 


London 


Exciting and challenging opportunities to work in a premier 
enterprise development programme. 
ENTERPRISE SOUTH AFRICA - GREATER PRETORIA (ESA-GP) 
Enterprise South Africa - Greater Pretoria (ESA-GP) is part of an 
international. network of enterprise development institutions and 
programmes established under the umbrella of Enterprise Africa, 4 
UNDP/UNOPS regional initiative for enhancing entrepreneurship and 

enterprise development in South Africa. 

ESA-GP is supported and sponsored by the Greater Pretoria Metropolitan 
Council (GPMC) and UNDP Enterprise Africa. 

The following vacancy exists within ESA-GP for immediate. appointment. 


EXECUTIVE DIRECTOR 


The duties of the Executive Director will include, among others: @ Providing 
overall strategic direction for ESA-GP @ Directing day-to-day management 
and administration of ESA-GP’s Business Support Centre in Pretoria 
@ Establishing and maintaining linkages and strategic alliances with key 
Government and public sector institutions, donor agencies as well as private 
sector interest groups @ Providing technical direction and co-ordinating the 
implementation of ESA-GP programme activities @ Planning and 
implementing a comprehensive resource mobilisation strategy for ESA-GP 
@ Co-ordinating the effective management and utilisation of the resources of ESA-GP. 


Requirements: @ Post-graduate degree preferably in business administration, 
banking/finance, economics or social sciences @ At least ten (10). years’ 
post-qualification experience preferably in a senior management position 
@ Knowledge and specific experience in the private sector, particularly in 
small and medium. enterprise. development @ Experience in dealing with 
international donor institutions will be an advantage. 


Essential qualities required for this position are proven leadership ability, 
sound analytical skills, effective oral and. written communication skills, an 
entrepreneurial, hands-on approach to work. The candidate must also have 
a strong interest in the proposed objectives of ESA-GP. Applications for the 
Executive Director position should include a one-page write-up on the topic, 
“Challenges Facing Small and Medium Enterprises in South Africa". 


Please send a concise CV (NO certificates/references ~ max 4 pages), quoting 
the relevant reference number, to Ayanda or Sue, Human Communications, PO 
Box 1305, Rivonia 2128 or fax: (011) 607-0097 or e-mail: humans@icon.co.za 
(MS Word) or telephone (011) 807-3266/7. 

Closing date: 15 November 1999. 


Econometrician 


Highly competitive remuneration 


Credit Suisse First Boston is a leading global corporate and investment banking firm 
providing comprehensive financial advisory, capital raising, sales and trading, and financial 
products for users and suppliers of capital around the world. We operate in over 60 offices 
across more than 30 continents and have over 14,000 employees. 


We are now seeking an Econometrician to work in our European Economics department, 
located in London. 


You will have an MSc in Econometrics as well as experience of macroeconomic forecasting. 
In addition, you should have used multi-country models (such as OEF or NIGEM) or have 
similar experience. 


This position offers an excellent opportunity to join an expanding team aiming at the 
highest standards of macroeconomic analysis. European language skills would be desirable. 


Please reply, including a CV by 10th December to: Credit Suisse First Boston, 1st Floor, 
Wellington House, Queensmere, Slough, Berks SL1 1DB, quoting reference 6063A clearly 
on the envelope. 


CREDIT 
SUISSE 


FIRST 
BOSTON 


issued by Credit Suisse First Boston (Europe) Limited: regulated by SFA. 
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VAKAKIS INTERNATIONAL S.A., is a leading European consultancy 
firm in the implementation of international donor funded projects’ in the 
sectors of agricultural & rural development {including environment), 
currently operating in the former Soviet Union, Eastern Europe, Asia, 
Mediterranean Basin, Africa, Indian Ocean, Latin America and the 
Caribbean. As a result of our growing business, we seek two EU: 


Managers of International Operations 
{one for francophone countries & one for anglophone countries) 


Position: 
Manager of business activities and personnel, reporting to the General Manager of 
International Operations and the Managing Director. 
Formulation of Business Development Strategies both sectoral and geographical: 
Elaboration of priorities and plans for business growth: 
Preparation of competitive bids in accordance with donor requirements (especially EU, World 
Bank & EBRD). 
TA projects implementation backstopping & management. 
Motivating & mobilising corporate resources to meet goals for company’s growth. 


Qualifications: 
+ Intimate familiarity with the international development consulting business (at least 10 years), 


having a track record of winning/managing donor funded contracts in the fields of agriculture ` 


and rural development. 
Considerable experience. in developing countries, within the framework of donor funded TA 
projects & studies. 
Proven ability to transform strategic vision into action (experience in consultancy firm(s) will 
be a strong asset). 
Links with Greece, as an indicator of a feasible long-term commitment. will be considerable 
asset. 
High degree of initiative. resourcefulness and ability to work to tight deadlines 
Excellent interpersonal and communications skills and ability to work within a bigh calibre 
team, 
Degree in a relevant discipline (Business Administration, Management, Economics, 
Agriculture, Engineering) 
Attractive compensation plans are offered, as well as chance to be part of a major international 
business expansion with considerable growth potential. 


Location: 
The candidate shall be based at the corporate headquarters in Athens. with travel abroad, as per 
company needs. 


Interested candidates should forward CVs up to 10.01.00 (mentioning ref. ECOS) ONLY by e- 


mail to: vakakis@compulink gr or by post PRIVATE & CONFIDENTIAL to: Dr. F. Vakakis, 
9-11 Laodikias Str., 115 28 Athens, GREECE. 


OECD 
a 
OCDE 


PARIS 


The Organisation for Economic Co-operation and 
Development, based in Paris, France, is now seeking 
candidates for the following positions: 


Head of-Tax Analysis Unit - responsible for the management of 
the Tax Analysis Unit, providing governments with policy advice 
on economic and social impacts of taxation, producing 
comparative studies on tax systems .in the 29 Member countries. 


Head of Non Member Countries Tax Unit - responsible for the 
development and management of the activities of the OECD’s 
Worldwide Tax Programme. This programme promotes a policy 
dialogue between countries within and outside of the OECD by 
means of a network of tax centres and high level policy 
seminars. 


Candidates should have a professional qualification and at least 
8-10 year of experience in a senior post in government, 
international organisations or private sector. Excellent 
knowledge of either English or French. . 

For more information: http://www.oecd.org/daf/ or contact: Mr. 
Jeffrey Owens, Head of Fiscal Affairs, 2 rue André Pascal, 
75775 Paris Cedex 16. Vacancies frequently arise within Fiscal 
Affairs for Economists, Tax Administrators and Tax Lawyers. 


Applications from nationals of OECD Member countries with 
CV in English or French, specifying DAF/FA should be sent by 
30/11 to: 

OECD - Human Resource Management, Organisation for 
Economic Co-operation and Development, 2 rue, André Pascal - 
75775 Paris Cedex 16, France or http://www.oecd.org/hrm/ 


Sultan Qaboos University - Sultanate of Oman 


-COLLEGE OF AGRICULTURE 


Sultan Qaboos University, the National University of the Sultanate of Oman, 
invites applications for the post of Dean of College of Agriculture. 


The College of Agriculture opened in September 1986 and currently delivers 
courses at the undergraduate and post graduate masters levels in the following 
disciplines:- 

Animal & Veterinary Science 

Agronomy, Horticulture, Entomology and Plant Pathology 

Agricultural Economics & Rural Studies 

Bioresource & Agricultural Engineering 

Fisheries Science & ‘Technology 

Food Science and Nutrition 

Soil & Water Sciences 


Added facilities include an Agricultural Experimental Station and Food 
Processing Plant. 


Applicants should possess leadership qualities and have good experience of 
academic management. Applicants are expected to have high academic and 
professional qualifications and hold a Ph.D degree in agriculture-related fields 
from a reputable University. Preferably candidates must also have held the rank 
of Dean for at least two years in an internationally recognized University. The 
incumbent will be expected to use the newest teaching methods and 
proficiency in spoken and written English is required. 


Most of the academic staff are accommodated on Campus, Deans and their 
families are provided with furnished rent free Villas, In addition to competitive 
tax free base salary and Deanship allowance, successful applicant will receive 
paid round trip air tickets for self, spouse and three dependent children under 
18, medical facilities in Government Hospitals and end of contract gratuity. 
Tuition fees for up to two eligible children are subsidized. Appointments are 
made on the basis of rolling two year contracts with 60 days annual leave. 


Interested candidates are requested to submit a letter of application and full 
C.V., quoting our Ref: ADV/AGRI/01 99, to: 


The Director, Personnel Affairs, Sultan Qaboos University, 
P.O.Box 50, AL-Khod - 123, Sultanate of Oman 
Email: personel@squ.edu.om 


ADVERTISEMENT SALES 
FRANKFURT, GERMANY 


The advertisement sales department of The Economist is 
looking for experienced advertising sales executives to join 
the dynamic Frankfurt office, which covers sales in 
Germany, North Switzerland, Austria and Central Europe. 


Reporting to the regional advertising manager, and 
working closely with the worldwide sales team, you will 
be responsible for generating revenue from existing and 
new clients within your territory, dealing with both clients 
and advertising agencies. 


Of graduate calibre, you will need a minimum of two years 
advertising sales or media agency experience, preferably in 
the international sector, and be fluent in German. Your 
experience and skills must include written presentations, 
telephone selling and face-to-face presenting at all levels. 
Knowledge of international media research and new media 
sales will be an advantage and you should demonstrate an 
interest in global business and world affairs. 


Please apply in writing with concise resume, including 
current salary details to Adam Ellis, HR Executive, at the 


address below. Closing date for applications: November 
30th 1999. 


; THE ECONOMIST 

The 15 REGENT STREET 

LONDON 

SWIY 4LR 

E-mail: adamellis@economist.com 


Economist 
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UNDP/GEF PROJECT CARP/CTMFM 


“Environmental Protection of the Rio de la Plata and its Maritime 
Front: Pollution Prevention and Control and Habitat Restoration” 


Consortium CARP-CTMFM (Rio de la Plata Management Commission 
- Maritime Front Technical Commission) with support of UNDP (United 
Nations Development Programme) and GEF (Global Environment 
Facility). 


INTERNATIONAL PROJECT COORDINATOR 
Consultancy duration: 42 months 


Requirements: Postgrade studies related to the different aspects of the 
environmental protection and management. of marine, river or fluvio- 
marine ecosystems and a minimum of fifteen years of experience in 
relevant positions for the Project; solid experience in the drafting and 
management of projects aimed at the environmental protection and 
management of ecosystems, and in the interaction with international 
organizations, national authorities, research centers, private sector and 
non governmental organizations; total and fluid knowledge of Spanish 
and English (spoken and written). The International Coordinator will be 
a national of a third country and shall take residence at the seat of the 
Project (Montevideo, Uruguay). 


Terms of Reference may be obtained from: 
UNDP Uruguay - Barrios Amorin 870, P.3 - Montevideo, Uruguay 
Tel.: (5982) 402 3357 al 59 Fax: (5982) 402 3360 


E-mail: fouru@undp.org.uy 


CVs will be received until 17:00 hrs. (local time) of the 3 December. 
They should be sent to: 

UNDP Argentina - Esmeralda 130, P.13 - 1035 Buenos Aires 

UNDP Uruguay - Barrios Amorin 870, P.3 (UPAEP Building) - 11200 
Montevideo 


E-mail: fouru@undp.org.uy 


VACANCY ANNOUNCEMENT 


UNITED NATIONS DEVELOPMENT PROGRAMME 


Bosnia and Herzegovina (BIH) faces one of the wort mine problems in the world. Local 
authorities, composed of the BH Demining Commission, the national BH Mine Action 
Center (BHMAC) and two Entity level Mine Action Centers (FEDMAC and RSMAC} took 
overall responsibility for the National Mine Action Plan in 1998. The United Nations 
Development Programme (UNDP) is assisting the government of Bosnia and Herzegovina 
to build the institutional capacity to plan and manage the National Mine Action 
Programme. 


A Board af Donors, co-chaired by Office of the High Representative (OHR) and UNDP, 
provide financial and in-kind support to all aspects of mine-action in the country and the 
UNDP, on behalf of the Board af Donors, is seeking a 


CHIEF ADVISOR - POLICY, STRATEGIC PLANNING AND DEVELOPMENT 


Based in Sarajevo the Chief Advisor is responsible for: 

* Advising the Board of Donors, the National Demining Commission, the Director of the 
BHMAC, and the Federation of BiH and Republika Srpska Governments (through the 
Entity MACs) on strategic planning and policy development. This also entails assisting 
the Director of the BHIMAC in the discharge of his specific responsibillties. 

* Assisting the national structure and providing the necessary advice to ensure 
functional and sustainable structures. at all government levels. 

The Chief Advisor, reporting to the UNDP Resident Representative, in close collaboration 

with the Demining Commission and the Director of BHMAC also functions as UNDP 
Programme Manager involving: 

* Management of the UNDP Assistance to the Mine Action Programme of Bosnia and 
Herzegovina. 

¢ Supervision and management of a team of civilian and military international technical 
advisors at the MACs and oversight of capacity building and training measures. 


QUALIFICATIONS 

A seasoned manager of proven ability and 12-15 years experience in increasingly senior 
management of major development projects, the successful candidate will have sound 
interpersonal skills, a good understanding of and the sensitivity required for work in a 
multicultural environment and the presentation skills to liaise effectively with government 
and donors at the highest levels. 

The Applicant will have a postgraduate degree in Business Administration, Public Policy, 
Development or a related field. Fluency in English and computer literacy are required. A 
general knowledge of mine action will be useful, but is not essential. 


REMUNERATION: A cornpetitive tax free salary with benefits will be offered to the right 
candidate. Initial contract is for 6 months; subject to availability of funds the assignment 
may be 12 months and more. 

APPLICATIONS: Applications should be sent to UNDP/ERD/Mine Action Unit, 1 UN 
Plaza, New York, NY 10017, USA - Attn. The Team Leader or through e-mail at: 
erd@undp.org before Friday November 19, 1999. Additional information can be obtained 
either from UNDP/ERD or directly from the UNDP BiH. 
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UNITED NATIONS RELIEF AND WORKS AGENCY 
FOR PALESTINE REFUGEES IN THE NEAR EAST 
UNRWA 


UNRWA, the largest United Nations programme in the 
Middle East, provides education, health care, relief 
assistance and social services to 3.5 million registered 
Palestine refugees in Jordan, Lebanon, the Syrian Arab 
Republic, the West Bank, and the Gaza Strip. UNRWA is 
seeking to employ a well qualified and experienced 


Chief, International Law Division (P5) 


based at UNRWA Headquarters in Gaza. Reporting directly 
to The Legal Adviser, the incumbent is responsible for 
directing the work of the International Law Division of the 
Department of Legal Affairs. The incumbent will advise on: 
questions of international law affecting the status, 
privileges and immunities of the Agency and its legal 
relationships with governments and international 
organizations; the preparation and/or interpretation of 
international agreements, treaties and conventions affecting 
the Agency; privileges and immunities of the Agency’s staff 
members; international claims by and against the Agency, 
customs, tax matters and international law issues. In 
addition s/he will provide interpretations of General 
Assembly and Security Council Resolutions affecting the 
Agency and its Mandate; supervise the preparation of 
reports called for by General Assembly and Security 
Council Resolutions; oversee research and analysis relating 
to the overall objectives and policies of the Agency. 
Requirements: Advanced university degree from a 
recognized law school with specialization in public 
international law and in international legal affairs. More 
than ten years’ experience in the application of the above, 
including three years at a senior level, in a large 
governmental, commercial, U.N. or other international 
organization. Very good negotiating and drafting skills. 
Languages: Excellent spoken/written English, Working 
knowledge of spoken and written French and Arabic is 
desirable. Travel: Job involves frequent travel in the 
Agency’s area of operations in the Middle East as well as to 
other locations. Remuneration: UNRWA offers an 
attractive compensation package including gross annual 
salary starting at $88,099 ($64,545 net tax free with 
dependants, $59,963 single plus 20.6% post adjustment 
multiplier) plus an attractive fringe benefits package: 
(education grant, dependency allowance, home leave, 
pension fund, health insurance, 6 weeks annual leave). 
Initial contract 1 year, renewable. Gaza is a non-family 
duty station. Spouses but not dependent children may 
reside with the staff member in Gaza. The incumbent 
should be available to commence employment in January 
2000. Applications can be faxed to +972-7-677-7694 or 
electronically forwarded to: unrwa-ahr@unrwa.org. 
Resumes can also be sent to Head, Recruitment Section, 
UNRWA HQ Gaza, via UNRWA, P.O. Box 700, A-1400, 
Vienna, Austria, Please quote ref.# WN/M/15/99, Only 
those applicants in whom the Agency has further interest 
will be contacted, The deadline for receipt of applications is 
30 November 1999. For more information, please refer to 
UNRWA website http: www.unrwa.org/. 





I will challenge assumptions. 
Especially my own. 


I will leave the guesswork to others. 


I will identify the cause, 
not just the effeet. 


I will leave no room for wrong. 
I will create maps. 


I will be blind to nothing. 


I will eall a mirage a mirage. 


I work for J.P. Morgan. 


JPMorgan patrickthomson@jpmorgan.com (investment management) 
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Ten years on 


UMAN beings adjust to new circum- 

stances so quickly that many people 
now take for granted the changes that fol- 
lowed the breaching of the Berlin Wall ten 
years ago. Yet few people, even in the remot- 
est outposts, have not been affected by the 
collapse of communism in 1989, a collapse 
symbolised above all by the first rupturing of 
the wall on November gth that year. Words 
like momentous and historic, which too often 
litter the prose of journalism, were for once 
appropriate. Truly, the world has changed. 

Moreover, it has changed for the better. 
War did not stop then, nor suffering, nor op- 
pression, nor even history, though some pun- 
dits teasingly suggested it had. But an idea—that the common 
ownership of property contained the key to human happi- 
ness—was finally put to rest, and with it, in Europe at least, a 
whole elaborate system of tyranny was swept away. 

In the most general sense, all the world benefited. The 
prospect of nuclear war between the superpowers has now 
receded to such a point that Paul Nitze, one of America’s 
steeliest arms negotiators in days gone by, can today propose 
the abolition of the United States’ entire nuclear arsenal. Re- 
gional disputes, such as the endless Arab-Israeli one, no longer 
threaten to destroy the world. An incubus has been lifted. 


Europe undivided 


Nowhere more so than in Europe (see pages 17-21). Germany, 
divided for 40 years, is now one country, sovereign in every 
sense and pre-eminent among its neighbours. No longer on 
the front line of the cold war, no longer infested by the troops 
of its narto allies, it has moved its capital from Bonn to Berlin 
and with new self-confidence surveys a continent ruled al- 
most everywhere by democrats. To the east, places that were 
once synonymous with totalitarianism, if not terror—Rom- 
ania, Bulgaria, Russia itself—are now democracies, however 
flawed, intent on building market economies. 

This may seem unduly generous to Russia, the centre of so 
much evil in the past, whose economy is largely a wasteland, 
whose people often seem in two minds about democracy, 
and whose government now wages a brutal war against its 
own Chechen subjects. But just remember what went before: 
74 years of communism and centuries of tsarist despotism. 
Even in the mid-1980s, few pundits expected the entire edifice 
to tumble down, and fewer still predicted that, a decade on, 
Russia would be holding regular and reasonably fair elec- 
tions, amid a cacophony of self-expression from media and 
politicians alike. Most astonishing of all, Russia has shed two 
empires—the 14 republics that it had bludgeoned into sub- 
mission within the Soviet Union and the wider group of more 
recent conquests in East and Central Europe. And all won 
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their freedom virtually without loss of blood. 

Blood has, however, been spilt as result of 
communism’s collapse—in former Yugosla- 
via, quantities of it. As long as an iron hand 
throttled dissent, the uglier manifestations of 
tribalism were held in check. When the grip 
was released, however, the pent-up hatreds 
were also released. An equilibrium has yet to 
be found in the Balkans—and in the Cau- 
casus—suggesting that, unless naro and other 
outsiders play their part skilfully, there may 
well be more violence to come. 

It is less obvious that the wars in other 
parts of the world can be attributed to the fall 
of communism. The Gulf war? It would cer- 
tainly not have been fought as a broadly consensual interna- 
tional affair, blessed by the United Nations Security Council, 
had Russia still been Brezhnevite. And maybe a Russia of the 
old school would have tried to stop Saddam Hussein from in- ` 


-vading Kuwait in the first place. But had he still done so, 


America would surely have resisted him, with whatever allies 
it could muster. 

Africa’s wars are of a different kind. The bloody demise of 
Mobutu’s Zaire, a regime kept in being largely for cold-war 
reasons, is perhaps the episode most similar to the demise of 
Yugoslavia; it has helped to unsettle an entire region. But most 
African wars are internal affairs in which one group is fighting 
another for power and spoils. Some of these groups, in Ang- 
ola, for instance, were exploited by the great powers to prose- 
cute the cold war, but their quarrels were seldom ideological 
and their desire to pursue them has outlived communism. In 
much of Africa, the main consequence of communism’s end 
has been a new indifference among outsiders, and an ensuing 
freedom for states to wither or flourish independently. 

South Africa is an exception. The death of communism re- 
moved the last remaining pretext employed by those who 
wanted to call themselves democrats for denying blacks their 
freedom. Had communism endured, Nelson Mandela might 
still be in prison. The transition to majority rule would cer- 
tainly have been much bloodier. 


Dictators and dinosaurs 


A similar shift away from authoritarianism has taken place in 
Latin America and even in Asia, the only part of the world in 
which unreconstructed communists still rule. Though odd 
things may happen in places like Paraguay, Peru and Venezu- 
ela, and though Cuba is still in the clutches of Fidel Castro, the 
rest of Latin America, once home to caudillos and all-but- 
closed economies, is now run by more-or-less democratic 
governments, most of them committed to market economics. 

Asia too is far more democratic than it was. Indonesia is 
just the latest, and biggest, country to move, however awk- 
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wardly, into the democratic camp. True, China remains egre- 
giously hostile to giving its people political rights; North Korea 
is vile; Myanmar, Vietnam and Cambodia not much better. 
Yet even their rulers must believe that, in time, their countries 
are all destined to move towards, not away from, the kind of 
democratic systems that now prevail elsewhere. Whatever the 
hiccups—witness Pakistan—no one can sincerely believe that 
autocracy, let alone totalitarian communism, can nowadays 
be a model for any country’s political arrangements. 


The end of the Thirty Years War 


Such is the revolution that has overtaken the world. Yet this is 
an odd revolution, and in one respect perhaps a disappoint- 
ing one. It is odd in that 1989 marked above all the failure of 
an idea, and only secondarily the triumph of any other. Of 
course, democracy and market economics were the victors of 
the cold war, and in a sense therefore Hobbes, Locke, Montes- 
quieu, Rousseau, Adam Smith and the rest have had the last 
laugh. But these were the ideologues of the French and Ameri- 
can revolutions, two centuries ago. Surely, in their graves, they 
must now be wondering why so few new ideas inspired or 
accompanied the revolution of 1989? 

Some new ideas have been given a push. In the ten years 





since the wall came down, an effort has been made to launch 
a new internationalism. A new world criminal court is under 
way. Special tribunals are in place to try those accused of war 
crimes in Rwanda and ex-Yugoslavia. General Augusto Pino- 
chet, now held in London, may yet have to answer charges in 
Spain arising from his dictatorship in Chile in the 1970s and 
1980s. The biggest departure of all is the concept of disinter- 
ested armed intervention, as in Kosovo, where NATO went to 
war not to defend a vital interest but to stop another country 
brutally subduing one of its own provinces. In so doing, the 
West tore up the code of international conduct which forbids 
interference in the internal affairs of nation-states, and which 
has prevailed since the Treaty of Westphalia in 1648. 

This is new all right, and controversial, but it is hardly a 
whole new political philosophy. In general, among the new 
converts to democracy and market economics, as among the 
long-term believers, there is a marked absence of both ideas 
and idealism. Communism had ceased to be a religion long 
before 1989, but its departure seems to have left no void 
among the people who lived under it. However splendid the 
past ten years’ march towards democracy and freedom, it will 
be sad if the slogan of the 1989 revolution amounts to no more 
than “Dialectical materialism is dead. Long live materialism!” 





Undoing Britain? 


The prime minister is a radical constitutional reformer—and yet a 


strangely reluctant one 


LTHOUGH Tony Blair has his detractors, nobody expects 
Britons to be burning his effigy 400 years hence. And yet 
Mr Blair, with his parliamentary majority of 176, is setting off 
a bigger bang under the British constitution than Guy Fawkes 
ever contrived with all his sacks of gunpowder. Unlike the 
Gunpowder Plot, Mr Blair’s attempt to rearrange the British 
constitution cannot be given a single neat date. It has not 
come as one big bang but in a dozen bills pushed piecemeal 
through Parliament over more than two years. Because these 
bills have come into force at different times, and because the 
British people tend to be bored by constitutional matters, 
some have attracted less attention than they deserve. But, as 
our survey after page 62 argues, their cumulative impact will 
be revolutionary. They will eventually change not only the 
way in which Britain is governed but also the meaning of 
“Britain” itself. 

This will be true even if Mr Blair’s devolution of power to 
new parliamentary bodies in Scotland, Wales and Northern 
Ireland does not one day result, as it may, in an independent 
Scotland or a united Ireland. Merely by summoning these bo- 
dies into being, he has undermined the supremacy of the 
Westminster Parliament, which many hold to be the one 
fixed point in Britain’s constitution. Lawyers may argue that 
the doctrine had already been breached by the Treaty of 
Rome, which led to the European Union, or that the law still 
empowers Westminster to dissolve the new institutions it has 
created. But legal quibbles count for little when set against the 
political fact that Britain’s central government has given away 
powers that it will never dare to take back now that devolu- 
tion has been consecrated by referendums. 
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Mr Blair’s political opponents, especially those in the Con- 
servative Party, cannot decide whether to portray these and 
other constitutional changes as an act of careless vandalism 
or as a deliberate plot to destroy a political union that has 
worked well for almost 300 years. Either way, they accuse 
New Labour of leading Britain to the brink of disintegration. It 
is threatened from below by separatist sentiment in the Celtic 
fringe. It is threatened from above by the European Union’s 
inexorable whittling away of British economic and political 
sovereignty. In the meantime, the Conservatives say, the cen- 
tral institutions that pinned the union together—including 
the very Parliament which Winston Churchill once described 
as “the shrine of the world’s liberties”—are being weakened 
by ill-advised reforms such as the removal of the hereditary 
peers from the House of Lords with little or no thought as to 
who or what will replace them. 

The opposition exaggerates, as oppositions are wont to. 
And yet, in one sense, much of what the Tories say is true. A , 
MORI poll published in our survey this week contains a star- 
tling finding. It is that 44% of people in Britain expect the Eu- 
ropean Parliament and Eu to have most power over their lives 
in 20 years’ time, compared with only 22% who think that the 
Westminster Parliament will have most power. In Scotland, 
only 8% of respondents expect Westminster to remain domi- 
nant. It seems altogether possible that the Scots will one day 
abandon the partnership they forged with England when it 
was a rising power in the 18th century for a new one with the 
European Union. 

In another sense, Mr Blair’s critics are wrong. Some of his 
reforms may be unstable. For example, Scotland is over- 
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represented in British politics, an unfairness which the Eng- 
lish majority may well come to resent. The reforms are also in- 
complete: it would, for example, be a scandal if Mr Blair were 
to confine his reform of the upper house to eliminating the 
hereditary peers, who had no business being there but did at 
least offer some small independent check on an over-mighty 
executive. But these defects argue for remedies, not against 
having started along the path of reform in the first place. 


Vandal versus control freak 


Conservatives are right to prize Britain’s history of political 
stability. But stability is not the same as standing still. One 
thing that has made Britain stable has been its readiness to 
embrace change, for example by the widening of the fran- 
chise which ushered in mass democracy. A bitter exception 
was the refusal to grant home rule to Ireland, a mistake which 
Mr Blair has had the wisdom to avoid in Scotland. When New 





Unsatisfactory sanctions 


Serbia and Iraq, still defiant, show sanctions come no other way. Even 


so, they can be improved 


ANCTIONS are the worst of policy instruments, except for 

the alternatives: all-out war, or doing nothing at all about 
cruel and aggressive regimes. That argument is the best any- 
one can make in defence of the ever-widening array of puni- 
tive measures applied to the world’s pariahs. But is it possible 
to accentuate the positive, and reduce the inevitable negative, 
effect of sanctions? The West has not found it easy, to judge 
by its handling of two notorious regimes, in Iraq and Serbia. 
But in Serbia at least, it is trying. 

There are, of course, big differences between the despots 
who hold sway in these places, Saddam Hussein and Slobo- 
dan Milosevic. One runs a totalitarian regime where dissent 
of any kind can lead to death, whereas the other runs a highly 
illiberal democracy. But there are also parallels. Both have 
found that being punished by the world has its political uses. 
Isolation has helped them to stoke paranoia, justify repres- 
sion and escape responsibility for their peoples’ suffering. In 
Iraq, and to a lesser extent in Serbia, sanctions have ruined the 
liberal middle class and spawned gangster elites. The poor, 
meanwhile, cannot think beyond the struggle to keep alive. 

To round off the list of dire side-effects, there is the loss of 
moral authority that the sanctioner can suffer in places far 
beyond the object of his attention. In both the Balkans and 
the Arab world, many believe that American policy must be 
guided by some unspoken, strategic agenda. Wrongly, but sin- 
cerely, they assume that America could have removed Messrs 
Hussein and Milosevic were that its real purpose; that it has 
not done so is proof that the United States prefers to leave 
these tyrants in power, albeit “kept in their boxes” through 
sanctions and bombing. In Iraq, the suspicion has been rein- 
forced by the impression that America is not serious about 
promoting alternatives such as arming the opposition. But in 
Serbia it now says free elections would be enough to end most 
sanctions. It no longer requires Mr Milosevic’s downfall. 

In truth, however bad the side-effects of sanctions are, lift- 
ing them unilaterally is not an acceptable option. Dictators 
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Labour took power in 1997, the constitution was ripe for 
change. Respect for Parliament had fallen to all-time lows; the 
Scots were alienated; local government was in a mess; civil 
rights were inadequately protected. Above all, Britain’s consti- 
tution had long vested too much power in the executive, un- 
checked by a robust legislature or independent judiciary. 

Seen this way, the disturbing thing about Mr Blair is not 
his constitutional activism. It is the opposite: the impression 
he gives of having introduced reform without enthusiasm, as 
an unwanted inheritance from Old Labour, which rubs 
against his centralising instincts, and which he now considers 
complete. That is why the prime minister devolves power to 
the Celtic fringe but not to England or its regions; offers Lon- 
don an elected mayor but tries to block the most popular can- 
didate; half-reforms the Lords but spares the Commons, 
which matters far more. Mr Blair's weakness is that there is 
too little of Guy Fawkes in him, not too much. 











who can make an ounce of political capital out of being pun- 
ished will assuredly make a ton of it if they are seen to have 
faced down international pressure without shifting their own 
position. But sanctioners, at the very least, must be no less in- 
genious than the sanctioned. As western governments have 
learned, it takes determination and cunning to find ways of 
easing the pain inflicted on ordinary people in a sanctioned 
country without giving comfort to their ruler. 

The un’s oil-for-food programme, designed to ensure that 
Iraqi oil revenue is spent on humanitarian needs, has that 
purpose in mind. But its success is, at best, mixed; it seems, for 
instance, to have failed to prevent a tragic rise in infant mor- 
tality. Similar calculations may have prompted the United 
States to make its shift in the policy about sanctions against 
Serbia, and to soften its initial objections to a European Union 
effort designed to provide some Serbian cities with heating oil 
and thus reduce the risk of people dying from cold. Given 
that the Serbian regime controls all financial transactions 
within the country, it will be hard to implement the heating- 
oil programme without creating a windfall for Mr Milosevic; 
but it should not be beyond the wit of man. 


Nurture the seeds of discord 


The western world should be thinking of further ways to se- 
cure its objectives without alienating all Serbs and Iraqis. 
Where Serbia is concerned, how about, for example, a gener- 
ous system of scholarships for study abroad? This would help 
prepare young Serbs for their nation’s democratic future, as- 
suming that is what the western world really believes in. With 
Iraq, the West might perhaps reformulate its demands. In- 
stead of trying to revive a UN arms-control regime that is uni- 
versally agreed to be dead, it could propose an intrusive sys- 
tem of inspection for all Iraqi imports, designed to stop Iraq 
buying inputs for deadly weapons while allowing civilian 
trade, and the flow of ideas, to flourish. 
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God's own republic? 


If Australians say No in their referendum on Saturday, that will only be because 


they are such strong democrats 


E MANY outsiders, it may seem extraordinary that Aus- 
tralia is not already a republic. It is not just that its queen 
lives half a world away in a place called Buckingham Palace 
and is not most people’s idea of a sheila, even a regal one; it is 
that the Australians themselves seem so utterly down-to- 
earth, so admirably suspicious of pomposity and generally so 
unmonarchical. Surely, this country of classlessness, mate- 
ship and no-worries Micawberism is God’s own republic? 
Well, yes. All the signs are that most Australians nowa- 
days would indeed like to be rid of a post-colonial anachro- 
nism. And they may even confirm that when they vote in a 
referendum on November 6th. But the campaign has already 
shown something else: that however much they may be out 
of sympathy with an absentee monarch, they are also deeply 
mistrustful of their very own resident politicians. And should 
the republican cause lose this Saturday, it will be because the 
republic on offer is one in which Parliament, not the people, 
would choose the president, who could then all too easily 
find himself out on his ear if he annoyed the prime minister. 
A No vote would be evidence of Australians’ commitment 
to democracy, not to monarchy. Yet the two need not be in- 
compatible. There are plenty of republican dictatorships, and 
plenty of democratic monarchies. One such, indeed, is Can- 
ada, with which Australia often compares itself, not least be- 
cause it was once a British colony and therefore still shares a 
queen with the Brits. Curiously, Canada seems not at all exer- 
cised about the monarchy. On the contrary, most Canadi- 
ans—over 80%, say the opinion polls—are rather pleased with 
the queen’s new representative in Canada, Adrienne Clark- 
son. Born in Hong Kong to Chinese parents, she came to Can- 
ada in 1942 at the age of three. Now she is governor-general. 





France’s subtle loss 


The resignation of Dominique Strauss-Kahn robs the French government 


of its foremost surreptitious reformer 


HE timing could scarcely have been worse. No sooner had 

the British press finished wallowing in self-righteousness 
over the beef war than France supplied Britons with yet an- 
other excuse for disdain. On November 2nd, Dominique 
Strauss-Kahn, the French finance minister, resigned amid alle- 
gations of corruption. Rugby apart, France, it seems (at least to 
British eyes), can do nothing right. Yet, though the British are 
right that the loss of Mr Strauss-Kahn is a great blow for 
France, they are wrong about the reasons. 

On the face of it, the finance minister's departure knocks 
yet another chip off the credibility of the French political 
class. Although by mid-week he had not been placed under 
formal investigation, Mr Strauss-Kahn faced allegations that, 
before he joined the government, he had accepted FFr603,000 
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The difference in attitudes may be explained by the two 
countries’ search for an identity. Canada is constantly strug- 
gling to differentiate itself from its overpowering neighbour, 
the United States. One way of doing so is to be a monarchy. 
For many Canadians that is hardly controversial: they are the 
descendants of those North Americans who did not side with 
uppity George Washington and Co but instead remained loy- 
al to the British crown. For the increasing number of Canadi- 
ans whose families arrived only recently, and have no con- 
nection with Britain, the monarchy may be no big deal but at 
least it makes Canada different from the giant next door. 

History has bequeathed Australia no similar commitment 
to the crown. There may even be some antipathy: with all 
those convict forebears, an aristocratic Aussie is not a pommy 
peer but one whose family has a criminal record. Not that 
Aussies hate government. On the contrary, like Canadians, 
they like it. Forget Crocodile Dundee and rugged individual- 
ism. The country was built by state governments. Yet Austra- 
lians are proud of their democratic inheritance: the world’s 
first parliamentary elections by secret ballot (in Victoria in 
1856), female suffrage (in South Australia in 1894) and so on. 

Still, the search for an identity is elusive. One prime minis- 
ter, Sir Robert Menzies, sought a third way between “each for 
himself and the corroding effect of government paternalism”. 
He couldn't sell it, and someone else has now grabbed the 
idea. More recent prime ministers have looked in other di- 
rections, geographical as well as philosophical. They have 
sought to find a place for Australia in the penumbra of Asia. 
Unfortunately, after recent events in Indonesia, Asia seems a 
bit unwelcoming. Republicans or not, politician-haters or 
government-lovers, Australians may be just too democratic. 


am S) 








($112,000) for legal work that he had not carried out, using a 
backdated invoice (see page 62). Mr Strauss-Kahn denies any 
wrongdoing. He has stepped down, he says, to clear his name. 
This affair follows a damaging trail of political scandals 
that has now touched two ex-prime ministers (one a conser- 
vative, Alain Juppé, who is still under investigation, the other 
a Socialist, Laurent Fabius, who has been acquitted); at least 
30 ex-ministers; scores of mayors (including the current con- 
servative mayor of Paris, Jean Tiberi) and members of parlia- 
ment; and half-a-dozen party leaders. A corrupt French politi- 
cian, goes the refrain across the Channel: what else is new? 
Well, quite a lot, in fact. That this trawl has taken place at 
all owes more to the growing boldness of French investigating 
magistrates than it does to the spread of corruption itself; 
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moreover, that a French politician feels obliged to step down 
at even the whiff of trouble, as Mr Strauss-Kahn did this 
week, reflects a novel determination not just to behave clean- 
ly, but to be seen to be doing so. Lionel Jospin, the Socialist 
prime minister, was elected in 1997 on a pledge to put an end 
to sleaze. He set his government high standards—and his fi- 
nance chief has been their first big casualty. 


Revolution by stealth 


There is, however, a different reason to be worried about the 
loss of Mr Strauss-Kahn. It is not, as some claim, that he was 
single-handedly responsible for the current economic 
recovery--Gpp is set to swell by 2.5% this year, more than in 
Germany, Italy or Britain, a performance that the mF recently 
described as “remarkable”. In fact, the Socialists were lucky to 
come to office just as a cyclical surge was beginning. 

The point is, rather, that Mr Strauss-Kahn craftily bal- 
anced the economic need to liberalise markets, in order, to 
sustain that recovery, with the political need to reassure the 
restive left. Mr Jospin manages an unwieldy coalition of So- 


Will Japan never learn? 


Even as it deregulates other parts of its financial system, Japan is nationalising 


bank lending. That way trouble lies 


OW fast Japan’s financial system seems to be reforming. 

Barely a week goes by without news of another merger 
between Japan’s huge but troubled financial firms (see page 
81). Deregulation is the spur. Three years ago the government 
announced a “Big Bang” for the country’s financial-services 
industry. This would tear down firewalls that had largely 
stopped insurance companies, banks and stockbrokers from 
competing in each other's patches. It was also meant to put an 
end to arbitrary, stifling and often corrupt supervision. 

The biggest reason for deregulating in this way was that 
Japan’s incestuous, Soviet-style financial system was hope- 
lessly bad at allocating credit around the economy. The mas- 
sive bad-loan problems that have plagued the country’s 
banks for most of the 1990s are merely one symptom of an 
even bigger ill. Even so, there was widespread scepticism that 
the government would go through with the cure. It deserves 
some credit, therefore, for largely sticking to its plans. 


Lending a hand 


Yet in one respect, the government has been going backwards, 
not forwards. At precisely the time when it is, in general, tak- 
ing its deadening hands off finance, it has been doing the op- 
posite in the lending business, Government-owned lenders 
now account for 28% of all direct bank lending in Japan. The 
rise in indirect lending, through the government's credit- 
guarantee programme, has been even more striking. Last year 
the government started to offer guarantees for bank loans to 
small- and medium-sized companies. There are now ¥6o tril- 
lion-worth of such guarantees. If these are counted in, the 
government’s share of bank lending rises to 40%. And it is 
about to pass a law to provide another ¥10 trillion-worth. 
The case for this dramatic intervention was that the coun- 
try was in the grip of a credit crunch. Banks’ refusal to lend, 
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cialists, Greens and Communists at a time of deep popular 





suspicion about “liberalisation”. With his political and intel- 
lectual nous, Mr Strauss-Kahn keenly understood the power 
of political symbolism, ensuring that gestures to the left— 
such as the 35-hour week—also served his ends: improving in- 
dustrial relations, and boosting consumer confidence. 

Under Christian Sautter, the new finance minister, overall 
economic policy is unlikely to change. Privatisation is well ad- 
vanced; the European Commission is prising open French 
telecoms and electricity markets; budgetary rigour is set by 
the euro-members’ stability pact. But Mr Strauss-Kahn had 
done little more than begin his efforts to loosen up the labour 
market, reform the tax system and overhaul the pension sys- 
tem—against fierce resistance from the left. 

This is perhaps the greatest test of Mr Jospin yet. His faith 
in market reform is considerably shakier than Mr Strauss- 
Kahn’s. And he has a firm eye on the presidential election, 
due in 2002. It will take both skill and courage on Mr Jospin’s 
part to press ahead with this revolution by stealth without 
the help of his old friend. 





the government argued, would lead to more bankruptcies, 
causing even more problems for the banks. Yet Japan’s was a 
credit crunch with a difference. After years of ignoring credit 
risk (big companies were rarely allowed to fail), it was clear 
that deregulation would encourage banks that had previously 
lent at uniformly low and undifferentiated margins to start 
raising and differentiating the price of their lending. This in- 
deed began to happen. Yet thanks to the huge pile of debts 
they had run up in the era of cheap credit, Japanese compa- 
nies could not afford to pay more. So bankruptcies surged. 

Given the dire state of the Japanese economy at the time, 
the government’s decision to step in to halt this was under- 
standable. Yet the effect has been to keep alive many compa- 
nies that deserved to die. It is also condemning most of the 
country’s banks to bad health for years to come. High costs 
are not a concern for Japanese banks, so cost-reducing merg- 
ers will do little to nurse them to health. Their real problem is 
that they have mountains of assets (loans) that deliver paltry 
returns. Potentially profitable businesses are either domin- 
ated by government-owned institutions (the mortgage mar- 
ket, for instance), or heavily distorted by them (lending to , 
small businesses). By interfering with the market pricing of 
credit, the government is making matters worse. 

The Japanese government has consistently shied away 
from privatising state-owned banks. If Japan’s economy and 
financial system are to thrive, it must do so no longer. And 
now that the worst of the Japanese economic crisis seems to 
be past, it should also halt its credit-guarantee programme. 
Lest it forget, government rigging of the banking system 
played a big part in creating the economic woes that the gov- 
emment is now trying to cure—by once again rigging the 
banking system. 
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EUROPE AFTER COMMUNISM 


Ten years since the wall fell 


Despite ethnic mayhem, inequality, corruption and a small cemetery of dead 
hopes, post-communist Europe is a lot better off than it was in 1989 


OW simple it all once seemed. You drew 

the line, in Churchill's ringing image, 
“from Stettin on the Baltic, to Trieste on the 
Adriatic”, peered muzzily eastwards ata vast 
slab of grey, and wept. As far as the map 
would unfurl, from Budapest and Warsaw 
across ten time zones to Vladivostok, the 
same monolithic monster prevailed, the 
same brutal but phoney triumphalism, the 
same glowering statue of Lenin on his pedes- 
tal in thousand upon thousand of town 
squares, the same crushed, resentful expres- 
sions of the drab millions unable to leave 
their vast workers’ prison. 

To be sure, there were some minor per- 
mutations. The Balkans, under their own mi- 
ni-Stalins, produced small variations on the 
theme—in Albania, in Yugoslavia, perhaps 
even in Romania. But the similarities of con- 
tent were far more compelling: the ubiqui- 
tously stultifying central plan and the death 
of free enterprise; the greyness, tackiness and 
poverty; the hostility to religion; the tyranny 
of one ideology, the totalitarian control of a 
single party in the grip of a privi- 
leged few; the murderous terror of 
the entire Stalin period (shorter but 
no less intense in Central Europe 
than in the pioneering Slav heart- 
lands farther east), and then the 
deadening coercion of the Brezhne- 
vite era; above all, the crushing of 
free thought, suffocating and per- 
verting just about every soul in 
communism’s thrall, bar a handful 
of Sakharovs, Havels and Walesas. 

What happened in 1989, once a 
Russian leader had tried to reform 
the unreformable and lost his grip, 
was~—still is—as dramatic an up- | L 
heaval as the one in France exactly P 


two centuries before, though a lot ki 





less bloody. Now, however acute 
the trauma of transition during this 
first post-communist decade, it is at 
least undeniable that Europe is not 
just free but once again supremely 
diverse; and yet, at the same time, a 
large central chunk of it has re- 
turned en bloc to its home at the 
heart of the continent. 
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No fewer than 27 countries (28 if Monte- 
negro leaves the Serb rump of Yugoslavia, as 
it soon may; 29 or 30 if Kosovo and Chech- 
nya are counted) have emerged out of the 
eight that once made up the main commu- 
nist area: the Soviet Union, another five War- 
saw Pact countries in a slab between Poland 
and Bulgaria, plus Yugoslavia and oddball 
Albania. Just about all of the new list (even, 
in its agonised way, Russia) strive to look 
west. Most want, as they put it, to “rejoin Eu- 
rope”. By any measure, a good half of them 


are well on the way. Several have already 


been knitted right back in. 

Which Europe? Central Europe? Mittel- 
europa? Eastern Europe? Central and East- 
ern Europe, as the international agencies 
cumbrously have it? The problem of how to 
define the continent’s new geography testi- 
fies to the pluralism of the new order. 

History, religion, cultures, people: they 
all count again. The political geography of 
freedom is necessarily blurry. It would be 
misleading to see Europe as two halves neat- 





Fast-track 
applicants 
Other 
applicants 
Recognised as 
a candidate 


Joined NATO 
in 1999 





mn 





ly put back together again. Nowadays there 
are various Europes. Imagine a large carto- 
graphic quilt, tightly stitched in parts but 
with ragged and jagged edges, with bright 
patches and threadbare ones in the middle. 
Then imagine different pairs of hands trying 
to sew the quilt together, pulling one bit in 
one direction, another bit in another. One 
piece threatens to tear off. Another is 
stitched on. Borders fray. It is ungainly. But it 
is more or less—in George Bush’s words— 
“whole and free”. 

Certainly the line no longer runs neatly 
from north to south. Bits of the former Soviet 
Union, such as the Baltic trio, have hoisted 
themselves, wholesale, back into the West. 
Estonia, the northernmost of the three, has 
become almost Nordic. “We want to be just 
another boring Nordic country,” says its for- 
eign minister (a man brought up in America). 
Lithuania snuggles up to its historic rival, Po- 
land. Moldova, one day, may rejoin its ethnic 
kin in Romania. Western Ukraine pulls its 
country’s centre of gravity westward. 

Little states can do much to affect the 
quality of the fabric, for better or for worse. 
Some hold threads together, others threaten 
to weaken them. Up north, Latvia is the Balts’ 
weak strand, its capital, Riga, more tightly 
tied to Russia than those of the other two Bal- 
tic countries. In the middle of the quilt, a 
thuggish populist, Vladimir Meciar, pulled 
Slovakia eastwards in the mid-1990s, back to- 
wards Russia and its authoritarian ways; but 
now, under a liberal coalition, Slovakia is 














struggling gamely westwards again. 

Bulgaria and Romania are the perennial 
laggards of the old Warsaw Pact. Romania, 
once a breadbasket, could with its 23m peo- 
ple be a powerhouse of south-eastern Eu- 
rope, just as Poland with nearly 40m has 
emerged incontestably as the new dynamo 
of east-central Europe between Germany 
and Belarus-Russia. In the past two years, 
Bulgaria has looked perkier than Romania. 
Buteven the backward Bulgarian-Romanian 
pair are, very slowly, westernising. 

Even in the Balkan peninsula some bits 
are becoming truly European again. Slovenia 
has jumped right back into the old Habs- 
burg-Austrian backyard. Croatia has so far 
failed to do so; but, ifit shed its leader, Franjo 
Tudjman, it soon could. With Kosovo now a 
western protectorate, Serbia is the only Bal- 
kan country that sets its face against the new 
pattern, preferring friendship with Russia. 

The ex-Soviet Caucasus countries, at a 
crossroads of Europe and Asia, are really a 
patch apart. But even there Georgia and 
Azerbaijan want to attach themselves to the 
fabric of the new Europe. Only the Central 
Asian quintet of the old Soviet Union, east of 
the Caspian Sea,can hardly claim to be Euro- 
pean—though four of them, astonishingly, 
have joined nato’s “partnership for peace”. 

Wherever the central and eastern parts 
of Europe begin or end, the eu is a mighty 
magnet, tugging the continent relentlessly 
west. With Germany rapidly absorbing its 
old ex-communist part and its Austrian 
cousin thinking of shedding its cold-war-era 
neutrality, German-speakers are back at the 
heart of Europe. The punchily revived Poles, 
along with Czechs, Hungarians, Estonians 
and Slovenes, are all poised to join the club. 
Lithuania and Slovakia are catching up. This 
year, Poland, Hungary and the Czech Re- 
public joined naro. Ten years ago that 
would have made the imagination boggle. 

Another element of the westward pull is 
the movement of people leaving their coun- 
tries behind. Millions formerly locked inside 
the old Soviet zone have headed west, many 
of them illegally. Even the physical links 
have tightened out of all recognition. Good 
motorways now tie countries like Slovenia to 
Milan and Vienna. High-speed trains will 
soon put Warsaw only hours away from cit- 
ies such as Hanover via Berlin, Germany’s 
new-old capital, whose move from Bonn 
dramatically symbolises the shift in the con- 
tinental centre of gravity. Within the coming 
decade, it is a fair bet that eight countries 
once under Russian sway will be members of 
the European Union. 

Only the Slavic core of the old Soviet Un- 
ion—Russia, Ukraine and Belarus—looks 
manifestly unable to move fast, if at all, to- 
wards “Europe”. Belarus, under its current 
leader, Alexander Lukashenka, a populist 
tough who once managed a state chicken- 
farm, may be the only country in the whole 
of the ex-communist zone consciously to 
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head back east, and even to want to reunite 
with Russia. Many Ukrainians feel that way 
too, but if their incumbent president, Leonid 
Kuchma, wins the second round of a current 
election Ukraine will probably prefer to stay 
independent and edge westwards. In Russia 
itself, a big change has been the growth of re- 
gional power. Places like Tatarstan, a legally 
constituted republic in the middle of Russia, 
increasingly run their own affairs. This is 
dangerous (witness Chechnya). But it is also, 
on balance, good. 

Across the continent those on the 
“wrong side” of these new lines mutter 
about “new Yaltas”, as if they will be frozen 
out by the kind of treaty that sliced Europe 
down the middle for half a century. They 
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should not be. The whole point about the 
new lines is that they are porous, fading, 
variable. No one is disqualified by geogra- 
phy or history from joining the eu or NATO. 


Will westward mean wealthier? 


Yet heading west has not brought instant 
contentment. Far from it. Take a look at the 
balance sheet, and examine three types of 
performance: in economics; in terms of 
peace; and in building up civic and demo- 
cratic values (morality, if you will). The re- 
sults are very mixed; but generally—though 
it is harder to argue this in the Slavic core of 
Russia, Ukraine and Belarus—they are good. 

It has been a rough decade. The euphoria 
of political freedom wore off quickly as the 
pain of economic reform began to bite. Gov- 
ernments that started to reform fastest and 
most radically, the “shock therapy” lot, were 
invariably the most unpopular: witness the 
first post-communist governments of Po- 
land and Estonia. 

Until the middle of the 1990s, the econo- 
mies of just about every post-communist 
country shrank, along with the purchasing 
power of its inhabitants. Strobe Talbott, now 
President Bill Clinton’s strategist for Europe’s 
ex-communist countries (including Russia), 
glumly opined that the Poles had been given 
“too much shock, too little therapy”. 









Even now, the list of losers is long. Every- 
where the chorus goes up: the people who 
bossed us about before, the communist “no- 
menklatura”, are still on top. It was the clever 
apparatchik, the tough factory manager, 
who best made the switch to capitalism, 
benefiting from  insiderish privatisation 
deals. Corruption is rife throughout the old 
communist world. Organised crime, with lit- 
tle opposition from policemen, judges and 
politicians, has swept across the region. 

The plight of middle-aged professionals 
as well as ill-educated people in one-indus- 
try towns that have gone bust is wretched. 
Almost everywhere, the over-60s are miser- 
able, their savings and pensions pathetic. 
Life for the duller sort of intellectual who 
once served the old order is pretty grim, too: 
in the old days, even poets and painters got 
their monthly stipend and virtually free flat. 
Unemployment has gone from virtually nil 
(though vast hordes were employed to do 
pretty well nothing) to a good 10% across the 
board. An irony of the immediate post-com- 
munist era was that the very workers—ship- 
builders and miners, for instance--who had 
done so much to bring down communism 
were often the first to lose their jobs in the 
brave new world. 

Although most countries in the old War- 
saw Pact zone are growing again, the gap be- 
tween haves and have-nots is widening. 
Other gaps have opened up between me- 
tropolis and small town, between town and 
country. The farther east you go, the worse 
the farming. Reviving village life has been 
hard everywhere. And in Poland, where a 
fifth of the people are farm-connected, get- 
ting into the Eu will probably mean squeez- 
ing that fraction to about 5%. 

In almost every ex-communist country, 
standards of health care have plunged. In 
some, lives have suddenly grown shorter. In 
Russia, the average male dies at 58, as early as 
in many parts of Africa; the total population 
(now about 147m) has been declining by 
nearly 1m a year. Farther west, though, the 
lifespan is lengthening again. 

The sharpest division is between genera- 
tions. For the young, the bright, the pushy, 
the well-educated, the new world is still ex- 
citing. The breath of freedom—to choose, to 
switch jobs, to travel—still intoxicates. You 
rarely hear people under 35 sighing for the 
certainties of cradle-to-grave socialism. 


Coming good? 
In any case, it is hard to measure real growth. 
But in general there was a huge drop in Gop 
over the first half-decade after 1989, hitting 
bottom in the mid-1990s. There followed 
steady or even rapid growth in the past few 
years. The direction of trade has been strik- 
ingly reversed, so that when Russia crashed 
last year economies once tied to the Soviet 
Union proved surprisingly immune to the 
eastern shock. 

Most of Central Europe’s economies are 
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A farm would never become a reality 
for this family without the irrigation system; 


the irrigation system would never become a reality 
without electricity; 


electricity might never become a reality 
if not for the engineers of ABB. 














Wren electric current begins flowing into the coastal region 
of northern Peru, some of the local people may think it’s nothing short of a miracle. 
Perhaps they won't be far wrong. 
The Peruvian Energy Commission had been trying to bring power 
to this remote region for a long time. And they knew all too well the myriad problems 
inherent in a project of this magnitude, 
Fortunately, the local firm heading the project, ‘Aguaytia Energia del Peru SRL, 
found a company that could help provide an ingenious solution 
to this energy challenge: ABB 
It’s a solution that will utilize natural gas located east of the Andes. 
The gas will be pumped from the fields, processed,then piped to a 155 megawatt power plant 
Electricity from the plant will then be sent via a 400 kilometre power 
transmission line across the Andes to the coast, thereby supplying the area with the 
much needed energy from Peruvian resources, 
It’s the kind of solution only a team of dedicated individuals 
with multi-cultural perspectives, multi-disciplinary expertise and global 
and local orientation working together could create. 
And, if for one particular group of Peruvian farmers, 
ABB's ingenious engineering qualifies as a miracle, that’s OK with us. 





INGENUITY AT WORK 


Visit the ABB World Wide Web site at http:/Awww.abb.com 








looking far better equipped to compete in 


the real world. Poland, the biggest economic 
success of recent years, has been expanding 
ata breakneck pace. Over the past four years, 
average annual growth has been 6%. Owner- 
ship of cars and houses has soared. Several 
other countries—Hungary, Slovakia and the 
three Balts--are now growing fast. 

The most striking feature is that dispens- 
ing harsh medicine early on—selling off the 
whole of state industry, reducing subsidies 
fast, letting prices go free and thousands of 
factories go bust, and at the same time de- 
dollarising, keeping inflation down and the 
currency stable—has brought the highest 
dividends. The men who heroically incurred 
unpopularity at the time for doing the hard 
thing, Leszek Balcerowicz of Poland and 
Mart Laar of Estonia, both hounded from of- 
fice in the early 1990s, are now back in charge 
of economies that—thanks to those early re- 
forms—are prospering. 

When tax collection is spotty, the tax 
man bribable and money still sent abroad 
(especially the farther east and south-east 
you go), the figures are not always so cheer- 
ful. But the dramatic rise in car- and house- 
ownership across the ex-communist world 
shows that money is not just going toa gang- 
ster-connected handful. Even in Russia and 
Ukraine, a short drive out of any major city 
reveals hundreds of smart new chalet-style 
houses sprouting in old-fashioned villages 
off the beaten track. A new property-owning 
middle-class is steadily emerging. 

Another encouraging feature is the new 
free-market consensus. By the mid-1990s, the 
Czech Republic, Estonia and Latvia were the 
only ex-communist countries where ex- 
communists had not recovered power in 
governmentoras head of state. Yetin none of 
them was the course towards privatisation 
and free enterprise abandoned. 

And all this from the most primitive of 
beginnings. Most companies had virtually 
no accounts: factory bosses were simply told 
how many widgets to produce. There were 
no stockmarkets, no private banking system, 
no securities and exchange commissions, 
virtually no mechanism for buying and sell- 
ing property. People had no credit cards, no 
mortgages, no land deeds or lease-holdings 
of their own (except in Poland, where peas- 
ants had held on to most of the land). In the 
Soviet Union there were not even public tele- 
phone books or street maps. In 1987, Mikhail 
Gorbachev daringly gave permission for 
three hairdressers in Estonia to go private. 
Now Russia has 900,000 small businesses. 


Is it a safe place? 

The revolution of 1989 was miraculously 
peaceful. Except in Romania, where Presi- 
dent Ceausescu and his wife were summari- 
ly shot, the old regimes were dealt with le- 
niently. Since then it has got fiercer. Most of 
the Balkans, chunks of ex-Soviet Central 
Asia and the southern rim of Russia itself, in- 


THE ECONOMIST NOVEMBER 6TH 1999 


cluding Chechnya, have blown up. But Cen- 








tral Europe has been remarkably peaceful. 
Above all, the cold war has become the 
faintest of memories. The entire Warsaw 
Pact, including bits of the ex-Soviet Union, is 
changing geopolitical sides and Russia, how- 
ever resentful, is doing nothing about it. 
After a long argument, Russia has conceded 
Ukraine’s right to the Crimean peninsula, 
with Russia leasing back part of Sebastopol 
bay for its navy. Russia’s troops have aban- 
doned the lands to their west, except for a 
slice of Moldova (and the Kaliningrad en- 
clave, still a part of Russia). They sit tight only 
in pockets of the Caucasus and ex-Soviet 
Central Asia. And Russia’s efforts to build up 
a military group among the former Soviet re- 
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publics, known as the Commonwealth of In- 
dependent States, have been notably feeble. 

The worst violence in the region has 
been ethnic. Multi-ethnic Russia has had its 
share of strife, not just in Chechnya. But the 
worst tragedy of the entire decade has been 
the bloodiness of Yugoslavia’s break-up and 
the special horror of Bosnia. The massacre at 
Srebrenica, where 7,000 Muslim men were 
taken away by Serbs and never seen again, 
was the worst single act of violence in Europe 
since the second world war. The ensuing war 
in Kosovo to protect Kosovars from Serbs 
was the first time that narto countries had 
gone into action in the ex-communist world. 

In ex-communist countries outside the 
Balkans, ethnic tensions have been kept un- 
der better control—partly because of the lure 
of the £u, with its good-behaviour require- 
ments as the price of entry. The Slovaks split 
off peacefully from the Czechs in 1993. Ro- 
mania and now, post-Meciar, Slovakia are 
willing to treat their Hungarian minorities 
better. The Balts want to assert their own lan- 
guage and culture in place of Russia’s, but are 
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being told to be gentle with their Russian mi- 
norities. Instructively, it turns out that the 
best way to make the local Russians happy is 
tomake them rich:as they notice the poverty 
of their kin on the Russian side of the border, 
more and more of them are preferring, these 
days, to settle down and be good Balts. 


Democracy the winner 


But the biggest change has been the en- 
trenchment of democracy. Governments 
have come and gone at the voters’ wish. And 
with multi-party alternation of regimes has 
come a surprising degree of consensus. 

In Poland an ex-communist president 
cohabits fairly comfortably with the anti- 
communist free-marketeers who run the 
government. In the Czech Republic the So- 
cial Democrats rule the ministerial roost 
while a Thatcherite ex-prime minister, Vac- 
lav Klaus, helps to set the agenda as parlia- 
ment’s speaker. In Slovakia a disparate four- 
party coalition has fended off Mr Meciar. In 
Hungary the free-marketeers attempting an- 
other round of economic reform are follow- 
ing pretty much the path charted by their ex- 
communist-turned-capitalist predecessors. 
In the Baltic trio reform has for the most part 
ploughed steadily ahead. 

One of Russia’s many tragedies is that no 
free-market party of the centre-left has 
emerged; the old Communist Party has utter- 
ly failed to reinvent itself. Russia’s most 
frightening aspect is the rise of mumbo-jum- 
bo Slavophilia, deeply anti-westem and 
with some dark racialist undertones. And 
yet, so far, both Russia and Ukraine have 
continued to plod haltingly towards a more 
westem way of doing things. Flawed as their 
societies are, the holding of genuine elec- 
tions, a free press, the right to travel and to set 
up a business, are achievements that make 
the old days feel like another century. It was 
only in 1992, remember, that Russia’s new era 
began, after 75 years of the grossest tyranny, 
and not much enlightenment before that. 

What has yet to happen, however, is the 
growth of anew public morality, of asense of 
civic virtue. The ex-communist world is in 
some ways a caricature of the vicious capital- 
ism the old communist propagandists 
warned the masses about. Money, for many, 
is the new master. The judicial systems, even 
in Poland, Hungary and the Czech Republic, 
are grubby. Policemen and customs people 
are far more bent than they are in the West. 

The new middle class is still too small, 
too frenetic, too worried, too acquisitive to 
involve itself in charities, in school meetings, 
in churches, even in politics. “Normality” 
was the goal of the people who overturned 
communism. Central and Eastern Europe 
are not yet normal, because the ugliness of 
the communist state has yet to be replaced 
by asense of civic decency and a genuine be- 
lief in the law. But they are getting there, and 
doing it faster than many people had feared. 












Start with a broker who’s not your competitor. 

At Instinet, we don’t hold a portfolio or take a position in 
any of the securities we handle for clients. 

We're neutral. Objective. Yours. 

So you never worry about us Competing with your trades, 
or taking a position against you or giving you some nonsense 
about spreads. No spreads here. 

Our goal is to help. you get the fastest trade at the best 
price — and handle all the follow-up automatically. 


Add unbiased research and sophisticated analytics. 
; As a neutral broker, our research is doubly valuable because 
itis as independent as it is insightful. 
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The moment of truth 
is when the best price is yours. 


We've also created a suite of research and analytical tool 
to make sure your trading — indeed your whole strategy — i 
on track before you make a move. 


Plus direct access to a world of opportunities, 

Electronic trading may be fast, but technology withou 
liquidity is like a computer without a plug. 

Perhaps that’s why thousands of institutions worlc 
wide use Instinet to electronically access some of th 
broadest, deepest — most liquid — trading opportunitie 
around the globe. 

With all those institutions at your fingertips every day 
you have a greater possibility of finding a buyer or selle 
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vhen you need one. 

What's more, trading electronically with us keeps your 
dentity and strategy under wraps — which can help keep the 
narket from moving against you before. you can get your 
jest price. 

Not a bad idea. 


All this can add up to savings. Or earnings. 

The fact is, we pioneered electronic brokerage 30 years ago. 

Since then, we've helped U.S. pension funds and mutual 
unds save billions of dollars — $1.2 billion last year alone. 

For information, call our international freephone number 
F800- INSTINET (+800 4678 4638) of visit www.instinet.com 


@ instinet : 
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Nothing comes between you 
and the best price.” 





The 
Economist 


Fees fuss 





France's finance minister, Do- 
minique Strauss-Kahn, re- 
signed amid allegations, which 
he rejected, that he had taken 
fees for no work while acting 
as a lawyer some time before 
he took office. 


In the first round of the presi- 
dential election in Ukraine 
Leonid Kuchma, the incum- 
bent, took the lead with 36% 
of the vote. Petro Simonenko, 
a Communist, came second 
with 22%. 


President Bill Clinton urged 
Russia to stop the war in 
Chechnya. But Russia’s 
prime minister, Vladimir Pu- 
tin, said it was an internal 
matter. Fighting continued 
near Chechnya’s capital, Groz- 
ny. Thousands of refugees 
were finally allowed to cross 
the border from Chechnya to 
the rest of Russia. 


Montenegro, the last re- 
maining partner of Serbia in 
the shrinking federation of Yu- 
goslavia, edged closer to inde- 
pendence by adopting the 
p-mark for use alongside the 
local dinar. 


NATO Said it would cut its 
peacekeeping force in Bosnia 
by a third, to 20,000, by April 
next year. 


In a shift, America said free 
elections would be enough to 
end most sanctions against 
Serbia. Slobodan Milosevic’s 
prior removal from office 
would not be essential. It also 
agreed to back a European 
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plan to ship oil to two Serbian 
towns run by men opposed to 
Mr Milosevic. 


In Georgia’s general election, 
the governing party, which 
supports President Edward 
Shevardnadze’s pro-western 
policy, beat off a challenge 
from a pro-Russian party. 


An £u panel of scientists de- 
cided that France had pro- 
duced no new evidence to jus- 
tify keeping its ban on 
imports of British beef. The 
ban stayed nonetheless. Brit- 
ain offered a compromise, 
possibly involving more tests 
of its beef. 


Culture clash 


"a 





Twenty years after the take- 
over of the American embassy 
in Iran, Ayatollah Ali Khame- 
nei denounced as traitors 
and simpletons those who 
sought reconciliation with the 
United States. But a number 
of young people rallied in 
support of a “dialogue of civi- 
lisations”. Three students re- 
ceived prison sentences for 
writing a sacrilegious play. 





Ehud Barak, Israel’s prime 
minister, and Yasser Arafat, 
the Palestinian leader, met in 
Oslo to honour Yitzhak Ra- 
bin, the Israeli prime minister 
murdered four years ago, and 
to relaunch the peace process. 
Bill Clinton offered a summit 
to hurry it on. 


Most of the Iraqi opposi- 
tion groups met for four days 
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in New York under the um- 
brella of the Iraqi National 
Congress. 


Students from Western Sa- 
hara staged a rare protest in 
Rabat, Morocco’s capital, 
against police violence in their 
disputed territory. 


As the new government in 
Sierra Leone was sworn in, 
the un told rebel factions in 
the north to stop fighting. 
Thousands of people have 
fled. 


Zambia at last agreed to sell 
its three main copper mines to 
Anglo American, a South Afri- 
can-based company. 


Lost at sea 


An Egyptian airliner crashed 
into the sea shortly after tak- 
ing off from Kennedy airport 
near New York, killing all 217 
people on board. 


In local elections in the Un- 
ited States, Democrats did well 
in mayors’ races in the big cit- 
ies, just holding San Francisco, 
Baltimore and Philadelphia 
and gaining Indianapolis and 
Columbus, Ohio. They also 
appeared to have captured the 
governorship of Mississippi. 
But in Virginia the Republi- 
cans swept the board. 


In two shootings in America, a 
disgruntled worker at the 
Xerox company in Honolulu 
murdered seven of his col- 
leagues and a gunman in Seat- 
tle shot dead two people. 


Congress narrowly approved 
the last and biggest spend- 
ing bill for the new fiscal 
year, but Bill Clinton vetoed it, 
opening the way for final bud- 
get negotiations. 


The Spanish judge pursuing 
the former dictator of Chile, 
General Augusto Pinochet, for 
torture, issued international 
warrants for the arrest of two 
former presidents of Argen- 








tina and 96 other members of 
its military dictatorship. 


In Uruguay, the left-wing op- 
position candidate, Tabare 
Vazquez, won nearly 40% in 
the first round of the presi- 
dential election. The run-off is 
later this month. 


Colombian rebels hijacked 
two tourist helicopters in Pan- 
ama, released the passengers 
and pilots and fled with the 
aircraft across the border. 


Winds of death 





More than 3,000 people were 
feared to have died in the In- 
dian coastal state of Orissa 

after it was hit by the fiercest 

cyclone for 28 years. Some aid 
was airlifted there. Hundreds 

also drowned in Vietnam. 


Units of the Sri Lankan army 
were reported to have suffered 
heavy casualties in a battle 
with Tamil Tigers at Oddu- 
suddan, in the north of the is- 
land. The defeat could affect 
President Chandrika Kumara- 
tunga’s prospects for re-elec- 
tion on December 2ist. 


Despite being declared an ille- 
gal cult in China, members of 
the Falun Gong resumed 
their campaign of civil disobe- 
dience in Tiananmen Square 
in Beijing as Germany’s Chan- 
cellor Gerhard Schroder ar- 
rived for an official visit. 


Muslim separatists who at- 
tacked the headquarters of the 
Indian Army in Kashmir 
were killed after a fierce gun 
battle. It was the most daring 
attack by militants during a 
recent outbreak of violence. 
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Italy’s government sold off a 
third of Enel, the state-run 
electricity firm, to private in- 
vestors. The sale, which raised 
some $18 billion, is the largest 
initial public offering ever. 
Francesco Tato, Enel’s boss, 
sees it as a vindication of his 
hard-nosed strategy to whip 
the firm into shape as its elec- 
tricity monopoly gives way to 
competition. He wants full pri- 
vatisation within three years. 
The only losers were the punt- 
ers: the share price faltered in 
early trading, 





BP Amoco, a hungry British 
oil giant, has run into trouble 
over its intended $30 billion 


Richfield. The firm may have 
run foul of federal anti-trust 
authorities as well as state of- 
ficials in Alaska, where the 
two firms own the lion’s share 
of upstream oil facilities. How- 
ever, the merger is still likely 
to go through. 


Jack Welch has finally found 
an employee whom he does 
not wish to shove out at the 
first chance. The boss of GE, 
known as Neutron Jack, 
was expected to retire at the 
end of this year, when his cur- 
rent contract expires. He now 
says he will hang on a bit lon- 
ger, until next April. No suc- 
cessor has been named yet. 


BAA, a once high-flying Brit- 
ish airport operator, has hit 
turbulence. The firm an- 
nounced this week that it will 
write off £147m ($241m) of the 
value of its newish American 
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operations; it may even sell 
them altogether. saa was al- 
ready reeling from the decline 
in sales after the scrapping of 
duty-free sales within the Eu. 


Lonmin, a British mining 
group, withdrew its offer to 
take-over Ashanti, a troubled 
Ghanaian gold-mining firm, 
after Ghana’s government, 
which holds a golden share, 
refused to approve the deal. 


| Hope for a speedy restructur- 


ing of $50 billion of debts at 
Daewoo, an ailing South Ko- 
rean conglomerate, may have 
been premature. Creditors re- 
jected plans put forward by 
the management to reorganise 
Ssangyong Motor and Daewoo 


| Telecom, two of the firm’s big- 


gest divisions. 


The empire expands 























Walt Disney is on the march. 
The American entertainment 
firm that created Mickey 
Mouse confirmed its plans to 
build a giant theme-park in 
Hong Kong, its second in Asia 
after Japan. Euro Disney, a 
similar venture in France, also 
confirmed plans to build a 
second theme park next to its 
present site near Paris. The 
news came even as Euro Dis- 
ney dismayed long-suffering 
shareholders by admitting that 
its net profits for the latest fis- 


| cal year fell by 47%. 


| 
| 


Leo Burnett and MacManus, 


| two big American advertis- 
ing agencies, are about to get 
bigger still. Their merger will 
create one of the five biggest 


H 











$17 billion in annual revenues. 
Dentsu, Japan's biggest agen- 


| cy, will have a 20% stake. 


Gallaher, a British tobacco 
firm, wishes to bid for Seita, a 
French rival. If it succeeds, the 
British bid would derail a 
planned merger between Seita 
and Spain’s Tabacalera. Seita 
says Gallaher’s offer is not 
firm and still wants to merge 
with Tabacalera. 


American Home Products 
and Warner-Lambert, two 


| big American drugs firms, are 


to merge. The new firm, Amer- 
ican Warner, will be one of the 
world’s top two big companies 
with pharmaceuticals sales of 
$17 billion expected in 1999, 
and $25 billion in total sales. 


Several public agencies, led by 
the World Health Organisa- 
tion, have joined together with 
private firms in a novel ven- 
ture to develop anti-malar- 
ial drugs for the developing 
world. The new group, known 
as the Medicines for Malaria 
Venture, aims to secure the 
registration of an average of 
one new anti-malarial drug 
every five years. The group 
wants to raise $15m a year by 
2001, rising to $30m a year. 


Fruit and nuts 





The international market in 
fresh fruits moved on to the 
Internet with the launch of 
FruitXchange, a website where 
produce can be traded elec- 
tronically. Fruit is the latest 
commodity to jump on to the 
e-commerce bandwagon. Al- 
ready, traders can buy chemi- 
cals, metals, coffee, sugar and 
livestock in cyberspace. 











Ford, a big American car 
company, and Oracle, a soft- 
ware firm, announced a joint 
venture to move Ford’s suppli- 
er network to the Internet. The 
new firm, AutoXchange, plans 
to carry out the car firm’s $80 
billion-worth of annual pur- 
chases more efficiently and 
less expensively. AutoX- 
change’s business is expected 
to grow quickly. Ford hopes 
that the result will be faster 
production of cars, and wants 
other car makers to use its 
new firm too. 


Toshiba, a giant Japanese elec- 
| tronics firm, has just learned a 
| lesson in American pro- 

| duct liability law. The firm 

| agreed to a $2.1 billion settle- 

| ment of a lawsuit that alleges 
| that the firm knowingly sold 

| defective laptop computers. As 
| the case is the first in a wave 

| of similar suits, experts expect 
i 

| 

| 

| 

| 

l 

| 

| 

| 





other computer firms to reach 
similar settlements soon. 


Transatlantic Allianz 


| Germany’s Allianz, a big in- 
| surance firm, announced 

| plans to buy a controlling 

| stake in Pimco, a big Ameri- 
can firm specialising in bond 
funds, for $3.3 billion. The 
combined firm, which will 
have over $650 billion in as- 
sets, will be one of the world’s 
biggest money managers. 


The Bank of Japan an- 


nearly a tenth of its workforce. 
The attack on the previously 
untouchable sinecures is all 
the more shocking as it comes 
at the urging of McKinsey, an 
American consultancy. 


Bad news for Britain’s Euro- 
enthusiasts. A Mori-Finan- 

| cial Times poll of British busi- 
| nessmen showed a decline in 

| support for membership of 

| the euro. Around half of those 
i 

| 





polled were in favour of join- 
ing at least “in principle”. 
More than one-third have yet 
to make up their minds. 


nounced plans to cut 500 jobs, | 
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Feeding The World: 
The Role Of Science 


Vice Admiral Harold M. Koenig (Ret), M.D. 
dvances in agriculture have made 
it possible to grow more and safer 
food, but controversy has accom- 

panied all of these advances. 

Most people think “organic” means that 
food was grown without any interference 
by man other than planting and irrigation. 
Many believe that only food produced “org- 
anically” is safe. The truth is that, within the 
constraints of government regulation, “org- 
anic” often means anything the producer 
wants it to mean, and products labelled 
“organic” demand a premium price. 

Some believe residues left on food by 
man’s efforts in the growing process pose 
a danger to health. A recently released advis- 
ory states that foods are safe if they are 
washed before they are eaten. All plants 
contain natural chemicals, which are as 
essential to plants as immune systems are 
to animals. 

Another common belief is that “nat- 
ural chemicals” are safe because we have 
adapted to them over time, but in fact, our 
bodies detoxify synthetic chemicals just as 
well as they do natural ones. About one- 
half of chemicals tested do cause cancer 
in laboratory rodents when given in mas- 
sive doses, but there is no difference in 
the incidence of cancer between natural 
and synthetic chemicals. 

Diet is extremely important to health 
in a different sense. The quarter of the 
population with the lowest fruit and vege- 
table intake have twice the rate of several 
kinds of cancer as does the quarter of the 
population that eats the most. If judicious 
use of chemicals to aid in the growth of 
fruits and vegetables were banned, their 
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price would increase and people would eat 
less of these cancer-preventing foods. 

Genetic engineering is another scien- 
tific tool that has been used to improve the 
quality and quantity of food. Genes that help 
plants thrive in hostile environments and 
resist disease or predators are now inserted 
into plant seed. Much of the corn and soy 
now grown in the United States is genetic- 
ally engineered. There is no evidence that 
this poses any danger to human health. 

Most high quality protein comes from 
meat, milk and eggs. Techniques to help 
animals grow to their full genetic potential 
are now in wide use. Poultry farms raise 
hundreds of thousands of birds in con- 
fined areas, while cattle, sheep and swine 
are raised in herds numbering in the thou- 
sands. Vaccines protect them against some 
diseases, and growth hormone and ana- 
bolic steroids are used to enhance their 
growth, Antibiotics are used in animals’ 
feed to keep them free of certain diseases 
and also help improve growth rates. Among 
these are antibiotics similar to the “last 
hope” antibiotics available for human use. 

Some have expressed concern that 
bacteria in animals will develop resistance 
to antibiotics and infect humans. In fact, 
although food poisoning organisms like 
e.coli and salmonella from animals can 
cause problems in man, antibiotic resist- 
ance among such organisms is seldom an 
issue in their treatment. Another organism 
known to be found in the normal human in- 
testine, enterococci, can occasionally cause 
disease in immune-compromised patients, 
but while enterococci can occur in animals, 
there is no firm evidence that they transfer 
to humans or, through resistance, inter- 
fere with treatment, 
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This said, it is in the interests of all 
that new antibiotics for human use cont- 
inue to be discovered and developed. 

The real danger to healthy people comes 
from food that is improperly handled. For 
instance, raw meat is a frequent carrier of 
bacteria that can cause severe food poison- 
ing, and must be properly handled, and 


Advances in agriculture 
have made it possible to 
grow more and safer food 


thoroughly cooked. Bacteria on fruits and 
vegetables can make people sick; they 
should be washed before eating. Some fruit 
and vegetable juices sold as “organic” are 
not pasteurized and can cause food poison- 
ing. Most food poisoning could be elimin- 
ated if food was irradiated before being 
sent to the consumer. Irradiation may add 
slightly to the cost, but the big problem will 
be educating people that these products 
are actually safer. 

Here’s the dilemma: Two thousand 
years ago there were about 250 million 
people on the planet. As I write, the news 
media are reporting that the 6 billionth 
person on earth has just been born. Before 
the mid-point of the 21st century, world 
population is projected to reach 8 billion. 
All the advances in agriculture will need to 
be used to produce enough safe, affordable, 


high quality food to feed all of these people. 
Vice Admiral Harold M. Koenig (Ret), M.D., is the 
Chairman of the Board of the Annapolis Center in 
Annapolis, Maryland, USA., and is the former Sur- 
geon General of the U.S. Navy. The Annapolis Center 
is a scientific think tank that promotes responsible 
environmental, health, and safety decision-making. 
For more information, see www.annapoliscenter.org 
or call (410)268-3302, 
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China's trial of faith 


BEUING 


The Falun Gong is seen by China’s leaders as the biggest threat to social 
stability since the pro-democracy demonstrators in Tiananmen Square a 
decade ago. Quite something for a sect which claims no political agenda 


66 TD ELIGIOUS leaders...who hold meet- 
ings which take place late at night 
and break up by day, whereby the people 
are stirred up and misled under the pretext 
of cultivating virtue, shall be sentenced, the 
principal perpetrators to strangulation, and 
their accomplices to a hundred blows with 
the long stick, followed by a lifelong banish- 
ment to a distance of three thousand li.” 
Thus decreed China’s imperial rulers during 
the Ming Dynasty (1368-1644) when they 
found their authority challenged by charis- 
matic preachers and mystics. Facing what 
they see as a similar threat from the quasi- 
Buddhist Falun Gong sect, today’s Chinese 
leaders are responding in similar fashion. 

In the past two weeks the government 
has dramatically intensified what was al- 
ready a harsh crackdown against the group's 
many followers. While police arrested the 
quietly defiant practitioners who streamed 
into Beijing's Tiananmen Square to demon- 
strate, legislators met at a special session in- 
side the nearby Great Hall of the People on 
October 30th to pass an anti-cult law under 
which to prosecute them. 

The new law singles out the Falun Gong 
as the largest and most harmful of numerous 
Chinese cults. Though providing leniency 
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for mere followers, it provides stiff penalties, 
including the death penalty, for cell leaders 
and those who organise demonstrations or 
communicate with branches of the move- 
ment abroad. The day after the law was 
passed, the courts brought formal charges 
against four suspected leaders of the group, 
one of them a former policeman, accusing 
them of organising a cult and also breaking 
the state secrecy laws. 

A huge police presence has been on 
hand in Tiananmen Square to handle the 
small but steady flow of demonstrators who 
have been coming either to sit in formation 
or to perform the distinctive hand motions 
of Falun Gong exercises. Most have acqui- 
esced quietly when taken to police vans, but 
a few have resisted and been dragged off by 
their hair. Police have also been busy watch- 
ing railway and bus stations, checking up on 
hotels and harassing foreign reporters who 
try tocontact members of the sect. 

Writers for the state-run newspapers, 
meanwhile, have been searching for new 
ways to vilify the Falun Gong and its foun- 
der, Li Hongzhi, who now lives in New York. 
The movement's teachings have been called 
“an evil force,’ which needs to be “exor- 
cised”, and a form of “spiritual opium” that 


has led many followers to madness. Worse 
still, says the government, the Falun Gong 
has deceived people into thinking they can 
cure disease with meditation alone, and 
more than 1,400 have died as a result. 

Liberally mixing elements of Buddhism 
and Taoism with traditional martial arts and 
meditative breathing techniques, Mr Li's 
teachings are certainly out of the main- 
stream. He believes in extraterrestrial beings 
and haseven hinted at being one himself. He 
teaches that a “wheel of law” revolves in the 
abdomens of those who learn to cultivate it, 
and that a third eye can be opened in practi- 
tioners who reach a certain level. 

Those who accept his teachings say the 
government's accusations are lies. They 
claim to seek nothing but fair treatment for 
themselves and say they harbour no broader 
political ambitions. All they want is to im- 
prove themselves physically, morally and 
spiritually, and they say that “Master Li” has 
shown them how to do it with his preaching 
of “truth, forbearance and benevolence”. 

They accuse the government of having 
twisted the truth about the Falun Gong all 
along. For their part, Mr Li and some leaders 
of the group's Beijing cells, have been caught 
out trying to spread misinformation about 
their activities; but, as the Communist Party 
should understand, this is perhaps unavoid- 
able fora group that has been forced to oper- 
ate underground. 

More importantly, adherents insist they 
will continue to practise their beliefs no mat- 
ter what the Chinese government does. They 
say they will continue to demonstrate until 
they gain acceptance. The odds on them be- 
ing able to do so have been growing longer 
since April, when the group first brought it- 
self to the government's attention by staging 
an eerie demonstration in which about 
10,000 followers stood silently outside the 
leadership compound in Beijing. 

Shocked by the group's size, and by its 
apparently high degree of discipline and or- 
ganisation, the government quickly began 
investigating the Falun Gong. In late July it 
began a crackdown. The authorities banned 
all the group's activities and publications, at- 
tacked Mr Liasacharlatan, and required any 
of his followers who were also members of 
the Communist Party to cut their ties with 
the Falun Gong. 

Mr Li has claimed 70m followers in Chi- 
na (compared with a mere 60m for the Com- 
munist Party). His figure is no doubt much 
inflated, but the government estimate of 2m 
is also suspect, especially in the light of the 
ferocity of its counter-attack. 

By intensifying its campaign, the au- 
thorities are acknowledging that the group is 
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in fact a force to be reckoned with. Many, 
however, wonder whether the overwrought 
response is making the Falun Gong look 
stronger than it truly is. A few months ago, 
Sima Nan, a Chinese journalist who has 
made a career out of debunking claims of 
mystics, gurus and pseudo-scientists across 
China, praised the government's handling of 
the situation, and in July predicted a quick 
end to the confrontation. Mr Sima now says 
the relentless media attack has served only 
to elevate the profile and standing of the Fa- 
lun Gong’s leader—whom he delights in call- 
ing a “liar” and the “dregs of humanity”— 
while making the government appear ner- 
vous and scared. 

But the government may have cause to 
be nervous. The Falun Gongis clearly filling a 
spiritual need that Communist ideology 
long ago stopped meeting. Further, many of 


the group's followers are middle-aged, laid 
off and poorly educated, and thus open to 
the idea that the Falun Gong might give them 
some of the medical help that the state sys- 
tem is increasingly unable to provide. “If 
medicines and doctors were not so expen- 
sive,” grumbles one Beijing academic, “most 
of these people would never even think of 
trying the Falun Gong.” 

The government wants to get hold of Mr 
Li and, despite the absence of an extradition 
treaty between China and the United States, 
has asked for him to be sent back for prose- 
cution. The authorities, however, might be 
wiser to avoid the show trials for which their 
crackdown has seemingly paved the way. 
Brutal repression and harsh sentences 
would produce martyrs who could make the 
movementeven more dangerous. A little for- 
bearance might come in handy. 
_ n ea 





India and the pope 


Preachers and souls 


DELHI 


Hinduism can coexist with Catholicism. Hindu nationalists may not want to 


HEN Pope John Paul arrives in Delhi 

on November sth for his second visit 
to India, the country plans to be on its best 
behaviour. The recently re-elected govern- 
ment, led by the Hindu-nationalist Bharati- 
ya Janata Party (BJP), promises him “all cour- 
tesies and honours” due a head of state. It has 
muted protests by Hindu groups that object 
to Christian proselytising. Jawaharlal Nehru 
Stadium in Delhi, where the pope is to say 
mass before some 50,000 people, is to be fit- 
ted out with a cross-shaped podium deco- 
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rated with a painted diya, the earthenware 
lamp used at Diwali, a Hindu festival that co- 
incides with the visit. 

The fusion of Christian spirit and Indian 
symbol is meant to be a friendly tribute, yet 
not all Indians will take it that way. Some 
think the Roman Catholic church and other 
Christian denominations are bent on sub- 
verting Indian culture through making con- 
versions. And many of those have links to 
the Byp. The pope’s first visit in 1986 was a fes- 
tive, ten-day jaunt that took him across 
much of India. This one, a two-day stop in 
Delhi to put the papal imprimatur on the 
conclusions of a synod of Asian bishops, 
takes place “against a backdrop of hate,” 
says John Dayal, national secretary of the All 
India Catholic Union. 

Hatred was evident in 1998 and early 
1999, when Hindu gangs attacked Christian 
churches and congregations in the western 
state of Gujarat. An Australian missionary, 
Graham Staines, and his two sons were 
burnt to death in their car in the eastern state 
of Orissa. Sporadic attacks continue. In Sep- 
tember, a Catholic priest was killed in Orissa 
by unidentified assailants. 

The pope’s visit has stirred Hindu activ- 
ists who equate Christianity with conver- 
sion, which they regard as a latter-day form 
of colonialism. Conversions “aimed at en- 
slaving the country once again will destroy 
our culture and resources,” says a leader of 
the National Cultural Forum, which has sent 
a protest caravan from Goa to Delhi. Protes- 
ters say they do not oppose the pope's visit 
but want him to apologise for forced conver- 
sions and other “crimes” committed by the 








Gerald Segal 





HE world as viewed by Gerald Se- 

gal was rarely quite what it seemed. 
China, for example, was not a stirring 
giant, the coming world power. In an ar- 
ticle in a recent edition of Foreign Af- 
fairs, he offered the view that it was a 
“second-rank, middle power that has 
mastered the art of diplomatic theatre”. 
The West, he suggested, should under- 
stand how little China mattered. 

His strongly-argued individual ap- 
proach, savoured by wit, made him in 
demand asa commentator and analyst. 
The author of several books, mostly 
about Asia, communism and nuclear 
issues, he was director of studies at the 
International Institute for Strategic 
Studies in London, and an occasional 
contributor to The Economist. Born in 
Montreal, he was married to our diplo- 
matic editor, Edwina Moreton. Gerald 
Segal died on November 3rd, aged 46. 











Catholic church against the Indian people. 
Nowhere does Christianity appear to them 
more threatening than in the north-east, 
where several states have Christian major- 
ities and Christians have figured among 
those taking part in the region's many insur- 
gencies and secessionist movements. 

Much of this anxiety seems misplaced. 
The Christian share of the population had 
declined to 2.3% in 1991, according to the cen- 
sus that year, from 2.4% recorded ten years 
earlier (Hindu and some Christian groups 
say “hidden Christians” make the real num- 
ber much higher). There is little hard infor- 
mation to back up the accusations and deni- 
als about what has happened since. Clearly, 
many Christian groups would like to win In- 
dian souls, but some go about it offensively 
by denigrating indigenous religions. Much 
proselytising is said to result in “sheep steal- 
ing”, luring Christians from one denomina- 
tion to another. 

Missionaries have had some success in 
tribal areas, for example in the area of Guja- 
rat affected by anti-Christian violence earli- 
er this year, but they are starting from a low 
base; in 1991 less than 0.5% of the state’s popu- 
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The storm in Orissa 


DELHI 


EORGESANTAYANA’S quip about the 
fate of those who forget the past is 
most brutally true for natural disasters. In- 
dia experienced its first “super cyclonic 
storm” in 1977, in which 10,000 people died, 
mainly in Andhra Pradesh. On October 
29th, the second one struck the eastern 
coastal state of Orissa, with winds of more 
than 260kph (160mph) and waves up to 9 
metres (30 feet) high. The unicer office in 
Bhubaneswar, the state’s capital, estimates 
that six districts at least suffered “complete 
devastation” and that 15m people have 
been affected by the storm. No one knows 
how many have died. 

It is hard to apportion blame between 
the disaster itself and those who have 
failed to learn lessons from earlier ones. 
The storm knocked out Orissa’s telecoms 
and put its roads out of commission. Lin- 
gering high winds at first prevented heli- 
copters from air-dropping food and medi- 
cal supplies to the victims. It took five days, 
during which food riots broke out in Bhu- 
baneswar and elsewhere, before the relief 
operation moved into high gear with the 
help of the armed forces. 

Aid agencies say the central govern- 
ment has risen to the challenge; the usual 
hesitation by the foreign ministry in Delhi 
about letting foreign organisations take 
partin the relief effort has apparently been 
overcome. But it is state governments that 
have the main responsibility for preparing 
for disasters and alleviating their effects. 











lation was Christian. In the north-east, 
Christianity may feed the sense of alienation 
among some groups from the dominant cul- 
ture. But not everyone accepts the idea that 
Christianity has bred separatism. 

The syr, with over 20 partners in its coali- 
tion and India’s image abroad to think 
about, has to distance itself from the activ- 
ism of anti-Christian groups, even though 
some are fellow members of the Hindu- 
nationalist umbrella organisation, the Rash- 
triya Swayamsevak Sangh. The police have 
arrested five members of a party allied to the 
Bjr to prevent trouble during the pope’s visit. 

Yet the syr has not rejected an ideology 
that sees conversion, if not Christianity it- 
self, as a threat. Even the prime minister, Atal 
Behari Vajpayee, suggested he shared it earli- 
er this year when he called for a national de- 
bate on conversions. Arun Shourie, a BJP 
member of the upper house, accuses mis- 
sionaries of deceit in their insatiable quest 
for converts. The visit of a pope “comes and 
goes”, says Mr Shourie. The struggle against 
conversion, he makes clear, will goon. 
= 
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Orissa’s performance appears no better 
than the dismal Indian average. 

A storm-resistant communications 
system could have been built cheaply from 
a network of ham radios, points out Par- 
deep Sahni, of Indira Gandhi National 
Open University in Delhi. That would 
have sped the delivery of aid. An adequate 





Victim of official amnesia 


— 
network of cyclone shelters would have 
saved lives. Neighbouring Andhra Pra- 
desh, which has had its share of devastat- 
ing storms, has built around 1,000 such 
shelters, each capable of accommodating 
1,000 people. Most states have done little to 
train their officials or educate their people 
about what to do when disaster strikes. 
Orissa was “unprepared on every count”, 
says Mr Sahni. 

Asaregular victim ofdevastating natu- 
ral disasters, India has more incentive than 
most to prepare its defences. The death toll 
has much todo with India’s poverty and its 
rotten infrastructure as well as the subcon- 
tinent’s large population and bad luck. 
None of these problems will be solved 
soon. But India could take steps quickly to 
reduce deaths and improve conditions for 
survivors of future disasters. One would be 
toliberalise insurance. Those who could af- 
ford to buy insurance would be less reluc- 
tant to leave their homes in the face of a 
storm, and more public money would then 
be available to help the destitute. 

Most improvements will require mo- 
bilising bureaucrats and politicians, who 
often seem strikingly indifferent to the wel- 
fare of their constituents. Perhaps the dis- 
figurement of Orissa’s capital will have an 
effect on those who govern the state. “Bhu- 
baneswar will never be the same again,” 
says one resident. “The slums are gone. Few 
trees are left.” Once relatively green, the ci- 
ty is now “completely bereft of green cov- 
er,” she says. If the denuding of the capital 
reminds public servants of the need to pre- 
pare for disasters to come, the horrific 
storm will have done at least some good. 








Myanmar 


The outcast 


YANGON 


ACHEL GOLDWYN, a 28-year-old from 

Britain, was released from jail in Myan- 
mar on November ist after serving just two 
months of a seven-year sentence for chain- 
ing herself to a lamp-post in Yangon and 
singing a pro-democracy song, A victory for 
“quiet diplomacy” said a British Foreign Of- 
fice spokesman. Perhaps, but a rare one 
against a brutal regime whose intransigence 
is now making it an outcast even among 
some of its South-East Asian neighbours. 

Three days before Miss Goldwyn was 
freed, Myanmar’s Supreme Court had dis- 
missed a complaint by the opposition Na- 
tional League for Democracy (NLD) that the 
military government was harassing its sup- 
porters. The NLD is led by Aung San Suu Kyi, 
whose long and peaceful campaign for the 
restoration of democracy has inspired many 
activists, including another Briton, James 


Mawdsley, who was jailed for 17 years in Sep- 
tember, also for staging a protest. 

Nevertheless, there is a growing frustra- 
tion that non-violent action is not getting 
anywhere. This manifested itself in October 
when five student exiles from Myanmar 
seized their country’s embassy in Bangkok. 
Thai negotiators agreed to fly them to the 
border, where they could escape intoa rebel- 
held area of Myanmar, in return for freeing 
their hostages. Though many Thais reckon 
their governmentdid the right thing, the gen- 
erals in Yangon were furious—especially as 
the gunmen were described by a Thai minis- 
ter as “student activists” fighting for democ- 
racy rather than terrorists. In retaliation, the 
generals banned Thai fishing boats from en- 
tering their waters and closed the long land 
border between the two countries. 

Thai officials are trying to patch up rela- 
tions. They want to speed up the resettle- 
ment in third countries of some of the thou- 
sands of dissidents who have fled from 
Myanmar into Thailand. Many live on the 
Thai side of the border in refugee camps 
which the generals in Yangon consider to be 
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hotbeds of trouble. Miss Goldwyn 
used to work in one of the camps. The 
students who seized the Myanmar 
embassy lived in one. 

Many of the student refugees are, 
however, refusing to register for reset- 
tlement, and Thailand has said it will 
not force them to leave. Lots of Thais 
are sympathetic to their cause and do 
not think Thailand should try to ap- 
pease the regime in Myanmar. 

Thailand and the Philippines (see 
box) are now emerging as the most 
lively democracies in South-East Asia, 
and in the process becoming more 
outspoken in regional affairs. They 
look like being joined by Indonesia, 
whose new civilian government, 
formed after its first free election in 44 
years, contains many former opposi- 
tion leaders. Under ex-President Su- 
harto, himself a general, Indonesia 
was seen as a model which the regime 
in Myanmar could use toenable it to hang on 
to control. No more. On November 4th, In- 
donesia’s new president, Abdurrahman Wa- 
hid, said he hoped to meet Myanmar’s oppo- 
sition leader. “Personally, my sympathy goes 
to Suu Kyi,” he said. This could signal an end 
to the policy of not criticising fellow mem- 
bers of the regional club, the Association of 
South-East Asian Nations. 





Waiting for change in Myanmar 


What effect any of this will have on 
Myanmar’s rulers remains to be seen. That 
the NLD got its case heard in the Supreme 
Court could be considered progress of a sort: 
it is the first time the court has responded to 
NLD complaints since the junta seized power 
in 1988. The NLD won Myanmar’s last elec- 
tion, in 1990, by a landslide, but the generals 
have ignored the result. 


Through a campaign of harass- 
ment and intimidation, the regime is 
trying to wear down the nub. It seems 
to be having some success. Around 40 
NLD members who should have 
served in the new parliament are be- 
ing detained. The state-run media reg- 
ularly exult in publishing reports of 
NLD supporters resigning from the 
party at stage-managed events. The 
generals continue to claim they will 
restore democracy when a new con- 
stitution has been drawn up. Many in 
the opposition expect that will hap- 
pen only when the army is confident 
it has stamped on enough of its oppo- 
nents to ensure itself of victory. 

Meanwhile, the regime continues 
to fend off claims of widespread bru- 
tality, including the use of forced la- 
bour. So far, even uN offers of a re- 
sumption of aid in return for the junta 
agreeing to talk to the NLD seem to 
have got nowhere. Miss Suu Kyi is concerned 
that opposition frustration could provoke 
trouble, but maintains “we don’t want 
change to come about through violence.” 
She remains committed to peaceful reform. 
So, even though everyone knows the Su- 
preme Court will throw it out again, she will 
resubmit the complaint of harassment. 











MANILA 


MILITARY aircraft from the Philip- 

pines swooped low over the South 
China Sea on October 13th to give the crew 
a close look at a three-storey structure that 
Vietnam has built on an otherwise insig- 
nificant speck of land called Tennent reef. 
The Vietnamese opened fire, but the air- 
craft returned home safely. Two weeks lat- 
er, the Philippines protested to Vietnam 





the Spratly Islands, which are claimed (in 
whole or part) not only by the Philippines 
and Vietnam, but also by China, Taiwan, 
Malaysia and Brunei. Vietnam shrugged 
off the incident. Its soldiers had fired only 
warning shots because the plane had come 
too close for comfort. 

The Philippine government was not 
comforted. Such incidents are becoming 
dangerously frequent in the cat-and- 
mouse game that the warships and war- 
planes of the claimant countries play 
among the nearly 200 islets and reefs. 

Deposits of oil and gas are reputed to 
lie below the seabed around the islands, 
and the sea is certainly rich in fish. But the 
main value of the Spratlys is strategic. They 
command important shipping lanes 
through the South China Sea. For China, 








about the incident. Tennent reef is one of 


Calming the sea of troubles 


the Spratlys guard the southern flank of a 
possible invasion route to Taiwan. It is the 
most assertive of the claimants. The United 
States keeps aloof from the territorial dis- 
pute, but regularly issues warnings that 
freedom of navigation must be preserved. 
It may be no coincidence that it is the 
Philippines that most often plays a part in 
those shooting incidents in the Spratlys 
that come to light. Of the major claimants, 
the Philippines is the military weakling. In 
the past few years, it has had to cower as 
China, Vietnam and Malaysia have asser- 
ted their claims to the Spratlys by building 
structures on various reefs (such as Ten- 
nent reef), some of which have a military 
look. While the Philippines dithers about 
modernising its decrepit navy and air 
force, its only useful weapon is diplomacy. 
It is trying to persuade all the claimants 
to subscribe to a regional code of conduct 
to prevent conflict. The Filipinos say they 
will pursue the idea at a summit in Manila 
later this month of the ten members of the 
Association of South-East Asian Nations 
(ASEAN). It will also be attended by leaders 
from China, South Korea and Japan. Under 
the proposed code, all claimants would 
promise not to use force, or the threat of 
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force, over the Spratlys. The Philippines 
also hopes the rivals will stop building on 
the islands to stake their claims. 

But China refuses to treat the Spratlys 
dispute as a multilateral concern, insisting 
on dealing with the other claimants indi- 
vidually. In any event, a code of conduct 
probably would not work, even among the 
ASEAN fraternity. As Filipino airmen and 
Vietnamese soldiers were jangling each 
other’s nerves at Tennent reef last month, 
they seemed to have forgotten that four 
years ago their two governments had 
agreed on a bilateral code of conduct very 
similar to the multilateral code that the 
Philippines is now proposing. 
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America’s new i-word 


WASHINGTON, DC 


The ever-louder debate about isolationism seems to be improving foreign 


policy—for the moment 


OR an administration that has done little 

to foster domestic debate on America’sin- 
ternational role, and even less to focus con- 
sistently on foreign policy, the past few 
weeks have been remarkable. Stung by the 
Senate’s refusal to ratify the Comprehensive 
Test Ban Treaty, worried that Congress will 
(once again) fail to pay America’s arrears to 
the United Nations, convinced that it will re- 
fuse to provide money for Middle East 
peace, debt relief and other good interna- 
tional causes, administration officials have 
launched an extraordinary rhetorical offen- 
sive on foreign policy. 

Mr Clinton led the attack, complaining 
of “new isolationists in the Republican 
Party” after the test-ban treaty went down, 
and later urging Democrats to stand up for 
“responsible internationalism and not isola- 
tionism”. His national security adviser, San- 
dy Berger, set the intellectual framework and 
tone with a fighting speech on October zist, 
entitled “American power: hegemony, isola- 
tionism or engagement?”. He spoke of Amer- 
ica’s “internationalist consensus” being 
challenged by a “new isolationism, heard 
and felt particularly in the Congress.” This 
“isolationist right”, Mr Berger argued, be- 
lieved in a “survivalist foreign policy—build 
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a fortified fence around America and retreat 
behind it.” 

Then, in a rather more subtle speech a 
week later, Larry Summers, the treasury sec- 
retary, lamented the “malign neglect” of 
America’s global reputation. This threat, he 
argued, did not stem from any one party or 
agenda, nor was it focused on any one issue. 
Instead there was a risk that “little by little, in 
countless different ways, for countless rea- 
sons, we will wear away at our capacity to 
lead the world in a direction that will sup- 
port our deepest long-term national inter- 
ests and values.” 

Unsurprisingly, this offensive has un- 
leashed a storm:of protest. Republicans are 
outraged at what they regard as Mr Berger’s 
vindictive, partisan and intellectually shal- 
low attacks, pointing out the absurdity of la- 
belling all Republicans as isolationists when 
opponents of the test-ban treaty included 
many of the most internationally-minded 
senators. The important debate, they claim, 
is not about isolationism versus internation- 
alism; rather, it is about the terms of Ameri- 
ca’s foreign engagement, in particular the rel- 
ative merits of a unilateral or multilateral 
approach. Moreover, many find it galling to 
hear these attacks from Clinton officials. 





“For an administration which has accorded 
so low a priority to foreign policy to accuse 
others of malign neglect meets my definition 
of chutzpah,” says Richard Haas of the 
Brookings Institution. 

There is truth to all these criticisms, and 
Mr Berger has since pulled back from his 
more extreme positions. But the interesting 
point is that—in the short run at least—the 
debate about isolationism appears to be 
having an impact. Take the Africa trade bill, 
for instance. 

This legislation, which reduces trade 
barriers for reformist African and Caribbean 
countries, was languishing in the Senate, 
where a senator from a textile region intend- 
ed to kill it with a filibuster. (A narrower, but 
more generous, version has already twice 
passed the House.) On October 29th Repub- 
lican efforts to proceed with debate failed as 
Democrats demanded the attachment of 
numerous unrelated items such as raising 
the minimum wage. Republicans, and the 
conservative punditry, quickly labelled Sen- 
ate Democrats “isolationists’”. That taunt, 
coupled with Republican concessions on the 
unrelated items, meant the African and Ca- 
ribbean trade bill proceeded to debate, and 
was passed on November 3rd. 

Or take the fracas about America’s ar- 
rears to the United Nations. Unless America 
pays its debts, it risks losing its vote in the 
General Assembly. But that payment is still 
held up by the House of Representatives, 
where UN money comes with a (totally unre- 
lated) rider restricting the work of family- 
planning groups. Mr Clinton has already ve- 
toed this rider several times, but Republi- 
cans have insisted that it stay. 

Now, however, some Republicans fear 
that a failure to pay un dues will play into 
the administration’s hands by seeming to 
justify its accusations of isolationism. An 
editorial in the Weekly Standard, an influen- 
tial conservative weekly, entitled “Time to 
pay our dues”, argued that by failing to pay 
them Republicans would give “superficial 
credibility” to the administration’s charge. 
As The Economist went to press, the UN’s 
supporters were becoming more confident 
that some sort of compromise could emerge. 

The Republicans have also given ground 
elsewhere in the foreign operations budget. 
After their original refusal to appropriate the 
$1.8 billion that Mr Clinton sought for peace- 
keeping in the Middle East, current signals 
suggest that much of this money will in fact 
be available. Less clear is what will happen 
tomoney for debt relief and international or- 
ganisations. The Clinton administration 
asked for $370m this year to help reduce debt 
in poor countries, a sum Congress reduced 
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to a mere $33m in its first version of the for- 
eign-operations budget. Mr Clinton vetoed 
this as a paltry amount that would in effect 
derail international debt relief. 

As the budgeteers huddle behind closed 
doors, it is perfectly possible that the taunts 
of isolationism will needle Republicans into 
greater generosity on the foreign-operations 
budget, thereby vindicating Mr Berger’s way 
of doing things. But, as with so much in the 
Clinton administration, this focus on short- 
term political goals could come at the ex- 
pense of long-term gain. 

By concentrating attention on Republi- 
cans and isolationism, the administration 
oversimplifies the dynamics behind con- 
gressional, and indeed broader American, 
attitudes to foreign policy. The issues that 
prompted the adminstration’s offensive— 
the test-ban treaty, uN dues, the foreign-op- 
erations budget—drew opposition from dif- 
ferent people for a plethora of reasons. Pro- 
life lobbies, environmental groups, labour 


groups, free-market 1mr bashers and many 
others all pushed their own (often conflict- 
ing) agendas. 

Articulating a coherent foreign policy, 
rather than allowing it to be driven by dispa- 
rate special interests, is the real challenge fac- 
ing this (and any) administration. That de- 
mands reaching out to all thoughtful 
internationalists. By appearing carelessly to 
brand Republicans as isolationists, and by 
fuelling partisanship in foreign policy, the 
administration makes the task much harder. 

Nor may the time of reckoning be far off. 
After walking away from a deal to get China 
into the World Trade Organisation earlier 
this year, the Clinton trade team is now said 
to be working furiously to achieve such a 
deal before the Seattle trade summit at the 
end of the month. At Seattle itself, the Ameri- 
cans still talk of launching a new round of 
multilateral trade negotiations. Reckless par- 
tisanship is not the way to bring either of 
those goals any closer to fulfilment. 

z a 





The San Francisco mayor's race 





Living with the dot.com people 


SAN FRANCISCO 


AGHDAD by the Bay, a city that used to 

delight in provoking the rest of the coun- 
try, is at odds with itself. San Franciscans, for 
years so tolerant of each other’s eccentrici- 
ties, are fighting among themselves about 
how people should be allowed to live in the 
city. The cliff-hanging elec- 
tion for mayor and the clutch 
of referendum propositions 
that were decided along with 
it on November 2nd were 
fought over strictly local wor- 
ries: the state of Muni, the ci- 
ty’s public transport system; 
the number of homeless peo- 
ple on the streets; whether or 
not to rebuild part of a free- 
way damaged in the last 
earthquake, and so on. Un- 
derlying these issues, how- 
ever, lay a more general un- 
ease among San Franciscans 
that their city is changing for 
the worse. 

The causes of this deeper 
worry lie in global economic 
changes, driven in part by the 
energy emanating from near- 
by Silicon Valley. Grappling 
with them should be the task 
of the next mayor, but no 
candidate addressed the questions head-on. 
Fortunately, San Franciscans will have an- 
other chance to push for answers before 
making a final decision, since the failure of 
any candidate to secure more than 50% of the 
vote means that the two who did best (Willie 
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Brown, the incumbent mayor, and another 
yet to be decided) must compete in a run-off 
on December 14th. 

Until a month ago, the debonair Mr 
Brown was sauntering towards an easy re- 
election. Already a masterly political opera- 





Hizzoner is better with hardware than software 


tor, with a party machine tuned over his 14 
years as speaker of the California Assembly, 
he had used his four years in office to knit his 
classic Democratic coalition of organised la- 
bour and local developers ever more tightly 
together by doling out favours and riding the 


booming local economy. 

His two main opponents competed with 
each other for the block of older Irish-Ameri- 
can voters whose roots they shared, and 
they lacked Mr Brown’s powerful connec- 
tions. One of them, Frank Jordan, had been 
beaten by Mr Brown four years earlier after 
scuppering his credibility by inviting two ra- 
dio disc-jockeys to strip off and join him in 
the shower. The other, Clint Reilly, was a po- 
litical consultant whose reputation as a hot- 
head—he once broke an ankle during a 
punch-up with the editor of the San Fran- 
cisco Examiner—Mr Brown’s campaign 
staff took good care to nourish. 

Only in the final three weeks did things 
heat up, when Tom Ammiano, president of 
the board of supervisors, as San Francisco’s 
city council is called, launched a campaign 
to persuade voters to write his name on their 
ballot sheets, since it was too late for him to 
enter as an official candidate. 

Mr Ammiano, whose first fame had 
been as a performer at a homosexual com- 
edy club he helped to found, is a rallying fig- 
ure for many of the more radical elements in 
San Francisco. But his reputation for honesty 
in the supervisor's job, and his promise of 
more open decision-making, won him sup- 
port from a broader range of voters who sus- 
pected that too many favours were being 
swapped behind closed doors between the 
Brown administration and its friends in 
business. A continuing investigation by the 
FBI of the way in which one of Mr Brown’s 
supporters won city contracts reserved for 
minority-owned businesses is the latest un- 
savoury whiff from Mr 
Brown's circle. 

Mr Ammiano has also 
caused a debate over the ci- 
ty'’s housing market. The In- 
ternet gold-rush of the past 
few years has increased de- 
mand for living and working 
space in the city. In its most 
recent quarterly survey, the 
National Association of 
Home Builders found that 
San Francisco continues to be 
the least affordable city in 
America, with only 15.7% of 
the houses sold in the past 
three months—the lowest 
share in the country—falling 
within the means of a family 
earning the local median in- 
come of $72,400. 

Rents are high, too, dou- 
ble what they were four years 
ago; the median rent is be- 
yond the means of two- 
thirds of households. Evictions have risen 
fourfold since 1996, as owners seek to take 
advantage of demand to install tenants 
ready to pay higher rents, and the stock of 
cheaper housing has dwindled, with the de- 
molition of five public housing projects in 
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the city adding to the pressure. Poorer fam- 
ilies are moving to parts of town that are not 
yet gentrified, or else across the Bay to other 
towns. More than a third of the 800 families 
displaced by recent demolitions of public 
housing no longer live in San Francisco. 

Anger at the rising cost of living in San 
Francisco is often directed at the “dot.com” 
people who move into formerly bohemian 
neighbourhoods. The so-called Mission 
Yuppie Eradication Project fights the class 
war by scratching the paintwork of smws 
and other smartcars on the streets of the Mis- 
sion district, which until recently was a 
largely working-class Latino place. 

But the pressure on San Francisco's fash- 
ionable neighbourhoods reflects a shift in 
the local economy. Once, rich employees of 
San Francisco's financial and legal firms 
worked in the centre but chose to live in the 
comfortable communities down the penin- 
sula, such as Saratoga and Menlo Park. To- 
day, there are fewer well-paid jobsin the city, 
and the greatest growth has come from Sili- 
con Valley. Increasing numbers of workers in 
the high-tech and Internet industries, whose 
jobs are down the peninsula, have chosen to 
do their commuting in reverse, from homes 
in San Francisco. CalTrans reports that the 
number of southbound travellers on morn- 
ing trains out of San Francisco has more than 
doubled since 1992. 

San Francisco has prided itself on beinga 
pleasantly distinctive place to live. But, like a 
tourist resort that loses its appeal as more 
and more people chose to visit it, this city— 
where tourism has been the largest single in- 
dustry since 1962—is suffering from success. 

What gave it diversity—an economy that 
could sustain artists and immigrants with a 
wide range of jobs in the city—has largely 
gone. Already it has lost the intellectual and 
political leadership of the Internet revolu- 
tion to San Jose. Unless its voters and its new 
mayor can lift themselves above the fight for 
individual corner shops, it risks becoming 
merely a cosy resort where the new econ- 
omy’s manic entrepreneurs go to drink their 
over-engineered coffee. Mr Brown, who has 
styled himself “a world-class mayor for a 
world-class city”, has not yet grappled with 
what the world is demanding from his town. 

- m a 





Elections in the South 
Not quite 
Dominion 


RICHMOND, VIRGINIA 


be EMOCRACY, ’ cried James Gilmore, 

“has finally come to the common- 
wealth.” Few could blame the Virginia gov- 
emor, a Republican, for his euphoria; No- 
vember 2nd was the night when, for the first 
time, Republicans took control of the Gener- 
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| Rudy's bad week 


NEW YORK 


T MAY be a mark of respect for Rudy 

Giuliani that masks of the mayor have 
become a staple at the ghoulish annual 
Halloween parade in Greenwich Village. 
His rather cadaverous features seem to fit 
theoccasion;italso allows the more politi- 
cally minded Bohemians, transvestites 
and so on to decry Mr Giuliani’s authori- 
tarian instincts (though the hard-hitting 
nature of your protest against his “fas- 
cism” tends to get lost if you are holding 
hands with Austin Powers and a butch- 
looking version of Marlene Dietrich). 

This Halloween marked the begin- 
ning of a bad week for New York’s mayor. 
On November ist, he was told by a federal 
judge that he had violated the constitu- 
tion’s first amendment by threatening to 
withdraw funding from the Brooklyn Mu- 
seum of Art and beginning eviction pro- 
ceedings. The museum had angered him 
by running the controversial “Sensation” 
exhibition, showing works of “art” such as 
a Virgin Mary partly omamented withele- 
phant dung. 

Liberal New York has naturally re- 
joiced in this victory for freedom of ex- 
pression (which it is). But the court order 
was hardly unexpected, and there is still a 
degree of sympathy for the mayor, since 
the museum was patently trying to stir up 
controversy. Wave enough red flags in 
front of Mr Giuliani, and you can hardly 
complain when he charges. 

The crushing defeat of Mr Giuliani’s 
charter initiative was a more serious set- 
back. Some of the reforms, such as gun- 
free zones around schools, may have been 
popular, but Mr Giuliani packaged them 
with various constitutional changes limit- 
ing the power of his political foes. Indeed, 
the whole project began as an attempt to 
stop Mark Green, a left-wing public advo- 
cate, from automatically succeeding Mr 
Giuliani should the mayor leave office 
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Cuddly and cadaverous 


early (as he would, if he were to be elected 
to the Senate in 2000). 

The mayor accepted defeat with un- 
usual grace, going so far as to praise his op- 
ponents’ campaign. He had been hoping 
to use the charter initiative as a spring- 
board for his Senate campaign against Hil- 
lary Clinton. Her supporters are now jubi- 
lantly pointing out that he needs to win at 
least a third of the votes in the city to beat 
her (the latest statewide polls show him 
only about four percentage points ahead), 

Their joy seems premature, on several 
counts. First, the turnout for the charter 
amendment vote was pathetic. Second, 
the genesis of the amendment lay in an 
unusually fallow part of Mr Giuliani's ca- 
reer just after he was re-elected mayor (it 
was also a time when he tried to stop jay- 
walking); he now seems to have regained 
his stride. And Mrs Clinton’s campaign 
seems to be as confused about its identity 
as any of the paraders in Greenwich Vil- 
lage. Those Giuliani masks could be 
around for some time yet. 








= 





al Assembly in the Old Dominion. Republi- 
cans elsewhere claimed this was proof that 
the famous realignment that began in the 
Reagan era, more than a decade ago, is con- 
tinuing apace in the once-solidly Demo- 
cratic South. Or is it? 

On closer inspection, almost the only 
thing Mr Gilmore and Virginia’s Republican 
lawmakers have in common is their party la- 
bel. Republicans installed a majority in the 
House of Delegates and preserved their edge 
in the Virginia Senate by emphasising all 
manner of local issues, few with any linking 
theme. A fierce opponent of abortion in the 
Washington suburbs turned back a Demo- 
cratic challenger for the House by suddenly 


embracing controls on sprawl, a very un-Re- 
publican thing to do (property developers 
are big local contributors to the party). In the 
resort city of Virginia Beach, Republicans de- 
feated the one remaining Democratic legisla- 
tor by depicting him as a double-dipper pad- 
ding his income as a court-appointed 
overseer of the financial affairs of the dead. 
The Republican victory was also tem- 
pered by Democratic wins in conservative 
pockets of the state, including the hills and 
hollows of the south-west and the quiet 
coves and salt marshes of Chesapeake Bay. 
The Virginia campaign thus made the point 
that, despite a bias towards Republicanism, 
elections there remain largely non-partisan 
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friends-and-neighbours affairs. And it 
showed Mr Gilmore, who raised and spent 
$3.3m helping Republican candidates, that 
he will still need to work hard to get his pro- 
gramme through the General Assembly. 

Still, Virginia joined a tiny fraternity, be- 
coming only the second southern state (be- 
hind Florida) with a governorship and legis- 
lature controlled by the Republicans. 
Nationally, each party now controls 20 state 
legislatures. No doubt, the Republican tri- 
umph in the Old Dominion gives the party a 
crucial advantage in mandatory redrawing 
of legislative boundaries in 2001. But else- 
where in Dixie, Democrats were crowing on 
election day. 

The Mississippi governor’s race ended in 
a dead-heat, possibly leaving it to the Demo- 
crat-dominated House to pick the state’s 
next chief executive. The Democratic lieu- 
tenant governor, Ronnie Musgrove, and a 
former Republican congressman, Mike Park- 
er, were separated by fewer than 7,000 votes. 
Democratic legislators in Mississippi are 
itching for one of their own, especially after 
eight years of a Republican, Kirk Fordice, 
whose personal life has grown steadily 
stranger and who is now in the throes of a 
tempestuous divorce. A Democratic win in 
Mississippi could boost the party in the 
Deep South, a vital battleground in next 
year’s presidential race. Democrats won 
back the South Carolina and Alabama gov- 
emorships last year, and, with Mississippi, 
will have claimed two of the three governor's 
races held in 1999. Democrats retained Ken- 
tucky under Paul Patton, while Republican 
Mike Foster held Louisiana. 

But the fact that the South, home to the 
presidential front-runners of both parties, 
seems such a mish-mash suggests that nei- 
ther party has much of an advantage there— 
or possibly in the country at large. As Earl 
Black, a political scientist at Rice University 
in Houston, Texas, puts it, “No party goes 
into 2000 with a clear, comprehensive na- 
tional victory from these off-year elections.” 
s 





John McCain 


Trouble on the 
home front 


PHOENIX 


N ARIZONA politics, everybody has a fa- 

vourite John McCain story. One of them 
goes like this. In 1982, having just moved to 
the state to begin his political career, Mr 
McCain wasengaged in a bitter race for a seat 
in Congress. One of his opponents called his 
ex-wife, fishing for dirt about the candidate. 
When he heard of this, Mr McCain cornered 
the man at a gathering and told him: “I want 
you to know that, campaign aside, politics 
aside, you ever do anything like that again, 
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Senatorial phone call 


anything againsta person in my family, Iwill 
personally beat the shit out of you.” 

The senator's temper is much in the 
news these days. It all began in Arizona, 
where the governor, Jane Hull, has bucked 
tradition by endorsing George W. Bush rath- 
er than the senator from her own state. Mrs 
Hull told an interviewer that her relation- 
ship with Mr McCain was “not particularly 
warm”, and recounted the several times she 
had felt the lash of his temper. Days later, a 
withering editorial appeared in the Arizona 
Republic (a paper that has often sparred 
with the senator) which noted how often he 
had called reporters “liars” and “idiots” and 
concluded by asking “whether McCain has 
the temperament, and the political ap- 
proach and skills, we want in the next presi- 
dent of the United States.” 

A volcanic temper is hardly uncommon 
in American politics, let alone among Ameri- 
can presidents (the present incumbent has 
had plenty of beet-red moments). Yet it 
poses a sizeable problem for Mr McCain. He 
is now widely seen as the most formidable 
challenger to Mr Bush; but itis not good to be 
trailing Mr Bush in his own state. 

Arizona’s primary, on February 22nd, is 
essential to Mr McCain’s hope of ambushing 
the Texas governor early in the primary sea- 
son. Under normal circumstances, a candi- 
date can usually rely on a primary victory in 
his home state. Yet Arizona is anything but 
normal. First of all, over the past decade the 
state has drawn in a great influx of immi- 
grants from California and the east coast. 
The local football team, the Arizona Cardi- 
nals, often finds thecheering in its own stadi- 
um louder for the other side. Mr McCain is 
discovering that having an Arizona address 
is not necessarily a seal of victory. 

Larger forces may also be contributing to 
his troubles. According to Bruce Merrill, a 
professor at Arizona State University, the na- 
tional news media now dominate politics, 
rendering a local advantage virtually irrele- 
vant. In other words, Arizonans form their 


political opinions by watching the same 
news programmes as the rest of America, 
and statewide polling largely mirrors polling 
for the country as a whole. 

Besides the troubling political implica- 
tions of a close race in Arizona, there are also 
serious financial considerations. Mr McCain 
will now have to devote precious money just 
to secure a victory at home. With a name 
known throughout the state and three land- 
slide Senate victories under his belt, he will 
need to spend far less in Arizona than he is 
currently devoting to New Hampshire and 
South Carolina (the other early primaries he 
rests his hopes on); yet even a moderately 
costly Arizona campaign could drain his cof- 
fers for what comes afterwards. 

Mrs Hull's endorsement of Mr Bush was 
probably for political rather than personal 
reasons. A moderate Republican with a lotof 
Democratic support, she is cut from much 
the same ideological cloth as Mr Bush, and 
the two have worked closely together on pol- 
icy concerning the border with Mexico. Nor 
may her preferences make much difference. 
Voters who turn out at the primaries tend to 
be more conservative than the general elec- 
torate, so the centrist Mrs Hull may dolittle to 
enlarge Mr Bush’s base of support. 

As for Mr McCain, he has enlisted the 
help of a network of Arizona politicians, in- 
cluding the popular speaker of the state’s 
House, to strengthen his position with Re- 
publicans. He still has plenty of fans there, 
some of whom even appreciate his temper. 
As Mark Spitzer, an Arizona state senator, 
says, “You damn well know where you stand 
with the guy.” 





Forests 


The biggest tree 
sale of all 


KOKAJO, MAINE 


HE trading post, its front porch littered 

with moose antlers from a recent hunt, 
sits amid a small cluster of nondescript 
buildings (rentable, if you are so inclined) 
facing First Roach Pond and a distant moun- 
tain view. Kokajo means “Mountain of 
Abundant Food”, and inside, past the neon- 
orange hunting jackets, torch batteries and 
fishing lures, is a pleasant café where, over 
eggs and coffee, you can watch on the ever- 
glowing colour television the gyrations of the 
stock market. Outside, lorries heavy with 
logs rumble past. 

Kokajo is reached by taking The Golden 
Road, a privately owned logging trail that 
changes from paving into gravel, then mud 
(from early snow), and back again, from Mil- 
linocket past Mount Katahdin, past Big Ed- 
dy, then lefton to the Greenville road just op- 
posite Ripogenus Gorge. Much of northern 
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this “intelligent” network is one of many safety innovations planned for Australia’s roads. 
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Maine is like this, a vast stretch of emptiness 
where lakes and mountains sometimes have 
numbers instead of names. It is penetrated 
by timber-company roads, the occasional 
settlement, and hunting camps built flimsily 
on plots with short leases. And during the 
past year nearly 4m acres of it—an astonish- 
ing 18% of the state—has been put up for sale 
and has changed hands. 

The sound of the axe is hardly new in the 
northern forests. The first boatloads of tim- 
ber for barrel staves and masts were leaving 
South Berwick by 1635, and by 1840 as many 
as ım acres had been cut. When Henry Tho- 
reau made the first of his famous journeys 
into the Maine woods in 1846, 
extensive clearing had been 
under way for 200 years. The 
tallest and straightest trees still 
bore the King’s mark, reserving 
them, until the revolution, for 
the use of the Royal Navy. 

But the forests began to be 
cleared voraciously with the 
invention first of safety 
matches and then of wood- 
based paper. Since the wood 
was destined for pulping, the 
size and quality of trees were 
unimportant, and vast 
stretches of forest were cut. To- 
day only rare areas of old- 
growth timber remain. Along 
the Golden Road, many of the 
trees are scarcely 15 feet tall. 

Nowstock analysts are ap- 
parently encouraging the pa- 
per companies to uncouple 
their mills from their forest 
land,a trend that accounts for some of the re- 
centofferings of land for sale. Bowater, Geor- 
gia Pacific and South African Pulp & Paper 
(Sappi) have pulled out of owning forests. 
Some of the new buyers, such as J.D. Irving (a 
Canadian conglomerate that is now the larg- 
est single landowner in Maine), intend to 
harvest the timber in the usual way, but oth- 
ers, such as Plum Creek Timber, will use the 
forest a bit differently. 

Last year Plum Creek bought almost 1m 
acres from Sappi, including several parcels of 
great conservation value. According to Jim 
Lehner, general manager of Plum Creek’s 
north-east region, the company means to get 
“the greatest value out of the product”— 
which may mean permanent development 
along lake shores, if the land has a higher val- 
ue for tourism than for growing timber. Oth- 
er medium-sized purchasers have put their 
lands into the care of Wagner Forest Manage- 
ment, a sort of forest mutual fund, which 
also talks of “merchandising for best use”. 

It is the prospect of development that 
most worries environmentalists, politicians 
and sportsmen. For all their past exploita- 
tion, the northern forests are still the greatest 
stretch of mostly undeveloped land on the 
east coast. Environmentalists fear that wild 
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areas will be ruined and wildlife habitat and 
watersheds damaged; sportsmen worry 
about access to the woods. For centuries, the 
chunks of forest owned by the timber com- 
panies have been open to a wide variety of 
recreational uses, from hunting to 
snowmobiles. Now hunters and fishermen 
fear a proliferation of fees, gates and Keep 
Out signs. Plum Creek promises that its 
lands will remain open. But Wagner has put 
656,000 acres that used to be open for recrea- 
tion under management by a group that is 
charging day-use fees and has raised lease 
charges. Local sportsmen no longer come as 
they used to, and local businesses have been 





What is the greatest value of this product? 


complaining of lost income. 

All the environmental groups in the state 
would like to see the northern forest protect- 
ed. But how? Some groups, such as the Forest 
Ecology Network (ren), favour a Maine 
Woods National Park which would sur- 
round the existing Baxter State Park, to be 
created with a huge federal purchase. Tou- 
rism, their studies say, would bring more 
jobs than the paper and timber industries, 
both of which appear to be in retreat. Ac- 
cording to FEN, total cutting increased by 67% 
between 1960 and 1994; but, because of 
mechanisation, total employment in 
Maine’s timber and paper industries de- 
creased by 27% during the same period. In 
1960, the cutting of every 1,000 cords of wood 
supported 9.6 jobs in Maine. By 1994, it sup- 
ported 4.2 jobs. 

Yet the very thought of a national park 
horrifies such groups as the Sportsman’s Al- 
liance of Maine (sa m), many of whose mem- 
bers view the federal government with sus- 
picion and suspect that a park would not 
only bring the wrong kind of development— 
and perhaps the wrong kind of people, from 
their point of view—but would limit hunt- 
ingand fishing privileges. Among those priv- 
ileges is Maine’s current craze, the hunting of 


UNITED STATES 


deer with (highly sophisticated) bows and 
arrows, since guns may not be fired without 
permission on private land. Your correspon- 
dent, coming down through the woods, was 
startled to chance across one of these mod- 
em Robin Hoods in full camouflage, and felt 
lucky to escape alive. 

Most environmental groups think a 
piecemeal approach—outright land pur- 
chase, with conservation easements in spe- 
cial cases—might be a compromise worth 
pursuing. State ownership is one option. On 
October 20th the governor announced the 
purchase of 29 miles of shoreline on Moose- 
head Lake from Plum Creek, using money 
appropriated by the legisla- 
ture. But Karin Tilberg of the 
Northern Forest Alliance wor- 
ries that the state will “allow it- 
self to buy retail, cherry-pick- 
ing beauty strips along lakes.” 
Instead, she says, it should buy 
whole tracts of landscape in 
order to protect river corridors, 
mountain ranges and stretch- 
es of unbroken land. In that 
spirit, The Nature Conservan- 
cy has agreed to buy nearly 
200,000 acres of land along the 
St John river that was recently 
put up for sale by Internation- 
al Paper. It will now have to 
find the $35m to pay for it. 

On November 2nd, Maine 
voters approved a $50m bond 
proposal to provide more 
money for Land for Maine’s 
Future, a board appointed by 
the governor to buy outright 
important parcels of land that come up for 
sale. The board had spent its first lot of mon- 
ey rather quickly. The new bond will allow 
local governments or even citizen groups to 
submit proposals for purchases that would 
be eligible for matching private and federal 
funds. This could save beaches, lakes or 
woods long used by local people when ac- 
cess to these is threatened by land sales; but 
there would not be enough money for pur- 
chases of huge tracts of forest land. The hunt- 
ing, fishing and bow-and-arrow brigade, 
through sam, has inserted a clause insisting 
that all land so purchased would be open to 
hunting unless existing law says otherwise. 

The question of whether the northern 
forests eventually go to the federal govern- 
ment, to conservation groups, to the state 
government, to giant log-and-paper con- 
cerns or to private developers may well be 
decided in the next decade. The most likely 
outcome is that all five will end up with some 
stake in them. In the end, everyone wants 
these trees. What is not clear is whether there 
will be enough left to satisfy the loggers, the 
deer-hunters, the hikers, the environmental- 
ists and those who simply wish to see Ameri- 
ca as Thoreau saw it. 

s 
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Rout of the new evil empire 


VER since the collapse of communism, America has been cast- 
ing around for a new enemy. Saddam Hussein and Slobodan 
Milosevic gamely volunteered for the role. But no great nation can 
define itself against such tinpot figures. Some Republicans want to 
demonise China. But American business is not willing to kiss 
goodbye to a billion potential customers. As for Pat Buchanan’s 
idea of going the whole hog and demonising all foreigners, it is rap- 
idly turning him from a merely marginal figure into an irrelevance. 
The problem is that these days Americans are keener on find- 
ing their evil empires at home than abroad. Foreign countries sel- 
dom impinge on people’s attention, and when they do it is more 
likely to be as a source of a nifty product than as a military threat. 
But when it comes to giant companies that make their living out of 
persuading people to consume noxious substances, Americans 
are as vigilant as they were at the 
height of the communist menace. 

With the release on November 
sth of Michael Mann’s new film, 
“The Insider”, big tobacco takes yet 
another step towards filling the 
place once occupied by the Soviet 
Union. The film tells the story of 
how it tried to silence Jeffrey Wig- 
and, a scientist turned whistle- 
blower, blackening his reputation 
and using a threat of a $15 billion 
lawsuit to make crs drop an inter- 
view with him. Hollywood has 
been slow to join the anti-tobacco 
crusade, perhaps remembering the 
golden days when Humphrey Bo- 
gart and Lauren Bacall breathed 
clouds of cigarette smoke at each 
other. But this film has Hollywood 
on the march. 

Brown & Williamson’s silenc- 
ing of Mr Wigand proved to be a 
Pyrrhic victory. The company’s 
ruthless treatment of its former employee was soon exposed in the 
press, and cps, its tail between its legs, finally screened its scoop. It 
was also one of big tobacco’s last victories in its long campaign to 
keep the media at bay. People who leave Mr Mann’s film thinking 
that tobacco companies are still omnipotent organisations that 
can conceal evidence of the effects of tobacco are as deceived as 
those cra geniuses who speculated that Andropov’s Russia was 
pulling ahead of America. 

Big tobacco was already in headlong retreat by the time Mr 
Wigand made it to the screen. In “Thank You for Smoking”, Chris- 
topher Buckley’s 1994 satire of the tobacco wars (Random House), 
the industry’s public-relations machine is already a joke. The in- 
dustry’s chief “smokesperson” is about to lose his job because of 
his failure to reverse the trend of public opinion. His only comfort 
is his regular lunches with fellow self-described “Merchants of 
Death” from sarety (the Society for the Advancement of Firearms 
and Effective Training of Youth) and the Moderation Council (for- 
merly the National Association for Alcoholic Beverages). 

Since then, the defeat has become a rout. Smoking is banned in 
most public buildings. In California you cannot smoke in bars; in 
Davis and Palo Alto you cannot smoke within 20 feet of a public 
building. The country is so plastered with anti-smoking ads, most 
of them paid for by the tobacco industry as part of a $206 billion 
settlement with the states, that Marlboro Man is becoming a sym- 





bol of impotence and emphysema rather than rugged indepen- 
dence. “Mind if lsmoke?” asks an elegant young man on a popular 
Californian billboard. “Care if I die?” replies his date. 

What the tobacco wars show is how feeble even the most ruth- 
less big businesses are compared with a newer force in American 
life: the alliance of citizen activists, public-health officials and trial 
lawyers. The first shots in the tobacco wars were fired by citizen ac- 
tivists. Ahron Leichtman founded Citizens for a Tobacco-free Soci- 
ety because the merest whiff of tobacco smoke gave him a head- 
ache. John Banzhaf got so sick of advertisements featuring 
“confident, rugged men smoking cigarettes” that he founded Ac- 
tion on Smoking and Health, asu. (His motto, shown in abbreviat- 
ed form on his licence plate is, “Sue the bastards.”) 

These people became an unstoppable force when they linked 
up with the medical and legal pro- 
fessions. The public-health profes- 
sion has been looking for a justifi- 
cation for its existence ever since 
the communicable diseases that it 
was established to fight were all 
but wiped out. Tobacco provided 
just what it needed. And anti-to- 
bacco lawsuits are the legal profes- 
sion’s equivalent of Silicon Valley. 
A Florida state court’s decision last 
month, in a case involving 500,000 
smokers, that the jury can award 
punitive damages in a single lump 
sum instead of deciding cases one 
smoker at a time means that an- 
other gigantic ruling against tobac- 
cocompanies may be in the offing. 

Is there a danger, drop your 
voice, that the anti-smoking cru- 
sade has gone too far? Anti-smok- 
ers are undoubtedly right to say 
that big tobacco failed to come 
clean about the harmful effects of 
smoking (though why people should choose to listen to the indus- 
try’s advertisements rather than the surgeon-general’s health 
warnings is not clear). No doubt people should be educated about 
the ill-effects of smoking. But, as the number of smokers inexora- 
bly declines, disapproval has turned into intolerance, persuasion 
into outright bullying. 

For many anti-smokers it is inconceivable that rational people 
can understand the risks of smoking and still continue with the 
habit. They must be either the slaves of addiction or the dupes of 
the tobacco industry’s propaganda. This attitude not only encour- 
ages anti-smokers to tolerate grossly regressive taxes and even 
grosser infringements of individual liberty. It also leads them to 
bring legal cases that make a mockery of individual responsibility. 

There is no reason why this should stop with smoking, What 
about drinking? Many boozers share smokers’ subversive belief 
that quality of life is more important than quantity. What about 
skiing or paragliding? Both activities not only involve risks to their 
participants but also costs to the people who have toclear up after 
their mistakes. And what about the national epidemic of obesity? 
Fat people not only impose huge costs on society because they are 
tend to be unhealthier than thin ones. They are also damned an- 
noying when you have tosit next to them on airliners. Forcing peo- 
ple to be thin may seem a little far-fetched. But then so did banning 
smoking in bars just a few years ago. 
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Brazil's sputtering steamroller 


BRASILIA 


The Brazilian Congress is getting better at debating proposed laws and 
scrutinising the government. But it still seems to take a crisis to spur legislators 


into approving reforms 


O THE casual observer, it looked like a 

tense moment in Brazil’s Senate. Presi- 
dent Fernando Henrique Cardoso’s nomi- 
nee for a seat on the Military Supreme Court 
was threatened by a rising chorus of protest. 
Not surprisingly: the army general in ques- 
tion had commanded the troops involved in 
a violent clash with strikers in 1988, in which 
several protesters died. Opposition senators, 
and even some of the president's own men, 
railed against the nomination. Jose Arruda, 
the government leader in the Senate, paced 
up and down nervously. But, in the end, 
when a vote was taken, the government won 
comfortably. 

As Senator Eduardo Suplicy of the oppo- 
sition Workers’ Party (pr) lamented after this 
recent episode, the rolo compressor (steam- 
roller}—the nickname for the combined 
weight of the four parties in Mr Cardoso’s co- 
alition—seems to be back on the road and 
flattening all before it. Having pressed 
through several measures immediately after 
January’s steep devaluation, the rolo com- 
pressor ran out of steam in the middle of the 
year, and President Cardoso’s economic- 
reform programme came to a halt 
in Congress, In recent weeks, 
however, it appears to have sput- 
tered back to life, fuelled once 
more by the whiff of crisis. 

The current drama began in 
late September, when the Su- 
preme Court ruled as unconstitu- 
tional a law to cut the hefty deficit 
in the civil servants’ pension 
scheme, thereby blowing a big 
hole in next year’s budget and en- 
dangering Brazil’s compliance 
with the rescue deal it had secured 
from the imr. Dismayed, the gov- 
ernment machine was swiftly put 
into gear--and, in the following 
weeks, President Cardoso pushed 
through important changes. 

First, the Chamber of Depu- 
ties (the lower house) approved 
by a surprisingly wide margin 
some controversial measures to 
curb the deficit in a separate pen- 
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sion system for private-sector workers. Then, 
the Senate approved a measure making it 
harder for the Supreme Court to declare new 
taxes to be unconstitutional. Most recently, 
Mr Cardoso won the backing of almost all 
the state governors, who in turn will influ- 
ence congressmen’s attitude to a constitu- 
tional amendment to overturn the Supreme 
Court ruling. 

When the rolo compressor does shud- 
der toa halt, it is seldom because the govern- 
ment's opponents have mounted a success- 
ful roadblock. The pt, the chief opposition 
party, is too busy fighting internally; and the 
ragbag of smaller parties in Congress, rang- 
ing from communists to groups linked to the 
evangelical Universal church, is also feeble. 
Besides, even if these groups all joined 
forces, the government block would still 
have more than the 60% of votes in each 
house needed to amend the constitution. 

So progress on Mr Cardoso’s reforms 
mainly depends on whether his “disorgan- 
ised majority”, as he calls it, can be persuad- 
ed to turn up in sufficient numbers, and to 
vote the right way. When it fails to do so, it is 








usually because of poor organisation by the 
coalition’s leaders in Congress—though their 
job is made harder by the fact that purpose- 
built Brasilia, home to Congress, charms no- 
body. Congressmen fly home whenever 
they can, and are reluctant to return to vote. 

About the only group that regularly 
manages to stop the rolo compressor in its 
tracks is the handout-hungry “rural bench” 
of farmers, large and small, which cuts 
across party lines. Now, as in the past, the 
government is offering recklessly generous 
debt relief to the farm lobby in the hope of 
courting its vote for the constitutional 
amendment over state pensions, as well as 
for other reforms. 

Despite its flaws, Congress can be effec- 
tive at scrutinising ministers and debating 
proposed laws. Last month, for instance, 
growing demands for his resignation 
prompted Pedro Malan, the finance minis- 
ter, to appear before Congress’s new com- 
mittee for the eradication of poverty. Had Mr 
Malan not put in a convincing performance, 
the pressure on him to make way for some- 
one more willing to loosen fiscal policy 
might well have become irrestistible. 

Such specialist congressional commit- 
tees seem to be growing in influence. Ant- 
onio Kandir, a former minister who now sits 
on the lower house’s tax-reform committee, 
says that most of the discussion and deal- 
making over new laws now takes place in 
such committees, with the votes on the floor 
of each house often being merely ceremon- 
ial. In recent years, notes a senior govern- 
ment member, congressmen have been hir- 
ing more experts-—often poached from 
ministries—to advise these com- 
mittees. As a result, he admits 
with a slight air of regret, the gov- 
ernment can no longer slip con- 
troversial measures into the small 
print of legislation without Con- 
gress noticing. 

A better quality of debate, 
and a greater degree of certainty 
about the outcome of votes, 
ought, on balance, to help the re- 
forms through. But President Car- 
doso still needs to maintain the 
sense of urgency that surged 
through Congress after the Su- 
preme Court’s decision. Among 
the pressing measures still to be 
passed, apart from pension re- 
form, are an overhaul of the 
country’s messy, growth-stifling 
tax system, and a reform of the 
cumbersome and corruption- 
prone judiciary. 

The president and his men 
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need to sweet-talk Congress into forgoing its 
usual January summer holiday, and remain- 
ing in session. Time is running out: congress- 
men will next year hit the campaign trail for 
the municipal elections due in mid-2000, 
and will by then shy away from unpopular 
reform. The longer Brazil delays these econ- 
omic reforms, the longer its economy will be 
vulnerable to any chill wind blowing 
through international financial markets. 

— a 





Argentine political crimes 
Closing in 


BUENOS AIRES 


AVING last year persuaded Britain to 

arrest General Augusto Pinochet, the 
Chilean former dictator now awaiting a de- 
cision on extradition, Baltasar Garzon, a 
Spanish judge, has now spread his net to Ar- 
gentina. This time it is not just one man he is 
after. Mr Garzon’s latest extradition request, 
issued on November 2nd, names 98 Argen- 
tines in connection with the “dis- 
appearance” of around 600 
Spaniards and Argentines of 
Spanish descent during the per- 
iod—1976 to 1983—when Argen- 
tina was under military rule. 
Among those wanted by the 
judge are two former presidents, 
Jorge Videla and Leopoldo Gal- 
tieri, and a former navy chief, 
Emilio Massera. 

Carlos Menem, Argentina’s 
outgoing president, instantly 
lashed out at the Spanish judge. 
Foreign courts, he snapped, had 
no jurisdiction for crimes com- 
mitted in Argentina. Indeed, he 
has previously denied requests 
for co-operation in other cases, 
including ones from Mr Garzon. 
Last year, President Menem is- 
sued a decree instructing the for- 
eign ministry not to co-operate 
with Mr Garzon, whom he de- 
scribes as “a showgirl”. 

But President Menem holds 
office only until December 10th, 
when he steps aside for Fernan- 
do de la Rua and his freshly elec- 
ted Alliance. There is growing 
pressure on the president-elect to 
be more sympathetic to such re- 
quests. Alliance congressmen in 
recent days presented a bill to 
prohibit those named in interna- 
tional extradition requests from 
becoming deputies. This is de- 
signed to prevent Antonio Dom- 
ingo Bussi, a former general 
whom Mr Garzon accuses of 
atrocities during military rule 
and whoisalso being prosecuted 
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and Massera 


in Argentina, from entering Congress. Alli- 
ance deputies this week presented another 
bill, this one designed to cancel Mr Menem’s 
decree and open the way to granting Mr Gar- 
zon’s request. 

Though Mr dela Rua has been coy on the 
matter, other Alliance leaders have so far 
shown little enthusiasm for extradition—not 
because they favour burying the past, but 
because Argentina’s military leaders, unlike 
their Chilean counterparts, have already 
been judged by their own courts. At least 
seven of the men on Mr Garzon’s list are al- 
ready under arrest in Argentina. 

Five years ago, even this seemed impos- 
sible. Although Argentina was one of the few 
countries in the region to try and imprison its 
former military leaders, the threat of insur- 
rection persuaded successive democratic 
governments to pardon or give an amnesty 
to most of those responsible for the crimes 
committed in the dark days of military rule. 

That began to change last year, when 
Adolfo Bagnasco, a federal judge, charged 
seven former military leaders, including 
Messrs Videla and Massera, with the kidnap- 
ping and illegal adoption of 
around 200 babies from families 
who had “disappeared”, a crime 
not covered by amnesty. That 
case was given fresh impetus in 
September, when a federal court 
ruled that, in the case of the kid- 
napping of babies, as well as that 
of the disappearance of political 
prisoners, a crime is still being 
committed until the child’s origi- 
nal identity is restored, or the vic- 
tim’s body is recovered. 

This controversial verdict 
promises to open the floodgates. 
Mr Bagnasco now says he will 
widen his investigations from 
the Navy Mechanical School, for 
which Mr Massera (as an admi- 
ral) was responsible, to other mil- 
itary torture centres. Another 
judge, Gustavo Literas, intends to 
use similar arguments to investi- 
gate the cases of the “disap- 
peared”. These account for 
around two-thirds of the 15,000 
or more victims of the regime. 

In a separate case, the Su- 
preme Court recently ordered 
Mr Massera to pay 12% of the $m 
in compensation awarded by a 
lower court to Daniel Tarnopol- 
sky, whose parents and two 
brothers “disappeared” during 
Mr Massera’s rule (the rest is to be 
paid by the government's repa- 
rations fund). That too could bea 
precedent. Already, Mr Bagnasco 
has ordered $1m of assets held by 
Mr Massera and others charged 
in the case to be frozen. This 
could be the basis of a similar 


compensation order, if they are found guilty. 
Even if Mr Garzon’s extradition request 
fails, his perseverance has helped embolden 
local judges. “If we had begun the cases ten 
years ago, we would not have found a single 
judge to accept them,” says Mabel Gutierrez, 
a human-rights activist. “But, 20 years on, the 
political moment has arrived.” 
a 





Corruption in the Caribbean 


The worm turns 


BASSETERRE, ST KITTS 


RESSED casually in an open-necked 

shirt, he hardly stands out from the 
crowd as he queues patiently at the interna- 
tional airport, waiting to board a tiny air- 
craft. But this visitor to the two-island state of 
St Kitts and Nevis is an improbable character 
to be found hard at work in the Caribbean. 
He is Sir Louis Blom-Cooper,a British lawyer, 
and he is half way through a commission of 
inquiry into alleged corruption in the Carib- 
bean. 

In fact, Sir Louis is a regular visitor to the 
region. It was because he had already con- 
ducted four previous inquiries—two into 
corruption in the Turks and Caicos Islands, a 
British dependent territory, back in the 1980s; 
another in Antigua in 1990; and a third in St 
Lucia last year—that he was the obvious can- 
didate for the current job. This time, earlier 
this year, he was invited by the Labour gov- 
ernment of Denzil Douglas, prime minister 
of St Kitts and Nevis. A general election is due 
next year, and this inquiry, naturally, con- 
cerns the period in office of Dr Douglas’s po- 
litical opponents, the People’s Action Move- 
ment (PAM), in the 1980s. 

Although Sir Louis does not report until 
the end of the year, the islanders have been 
gripped by the story so far. Politicians and 
civil servants, for once, have been probed in 
public; the inquiry is broadcast nightly on 
television. For a citizenry more used to offi- 
cial secrecy, watching a parade of ex-minis- 
ters, a former prime minister and several top 
bureaucrats being grilled is in itself riveting. 

At the centre of the St Kitts scandal is a 
$25m loan guarantee made, but not declared 
publicly, by the government in 1986 for three 
second-hand Sicilian hydrofoils, big money 
for a country which at the time had a Gpp of 
$94m. The borrower was a firm called Nauti- 
cal Trading, which talked about creating a 
prefabricated 200-room “Hawaiian village”, 
and a “seaquarium” complete with killer 
whales. The hydrofoils, at least, arrived. A 
twice-weekly service ran shoppers and tour- 
ists to neighbouring St Martin for eight 
months. Then, after mechanical breakdown, 
the vessels disappeared to Puerto Rico. 

Itnow turns out that the governmentdid 
not sign the loan guarantee, which was also 
backed by the Italian export-credit agency, 
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NFLATION RATE WILL RISE 


1e differential between the member 
yuntries with the highest and lowest 
flation rates is a reflection of the differ- 
ıt economic-growth paths in the euro 
‘ea. Nations notching up above-average 
DP-growth rates are also above-average 
terms of the trend in inflation, and low 
‘owth is currently correlated with a low 
flation rate. 


is true that the annual inflation rate in the 
airo zone (euro-11 economies) in August 
199 was identical to that in the same 
onth of the previous year (+1.2%). The 
ict remains that the underlying price cli- 


tion: all new products are included in the 
HICP if they achieve a sales volume of 
more than one-thousandth of aggregate 
consumer expenditure captured by the 
HICP in a given member state. The index is 
weighted on a country basis, with adjust- 
ments being made every year. The weight- 
ing allocated to the different countries cor- 
responds to their share in overall private 
domestic expenditure in the euro zone. 

The HICP is based on the traditional 
national indices, and involves a uniform 
valuation of the baskets of goods employed 
in the individual countries. This takes 
account both of the different consumption 





ate has deteriorated in the interim. { 
ae only country to manage a better 
flationary performance in August 
ian on average over the last twelve 
onths was Portugal (+1.8%). There 
‘as no change in Italy (+1.6%), | 
nd all other EMU members posted | 
gures that were higher than the 


ist twelve months. Just as there was 
year ago, there is a three-tier trend 
iinflation in the euro area: four coun- 
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verage number recorded over the | M 
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SPOTLIGHT 


At the present point in time, France a 
Austria (+0.5% each), followed by German 
and Belgium (+0.7% and +0.9%, respective 
ly), are witnessing the most favourable 
cost-of-living trend in the euro area. Fin 
land, Luxembourg, Italy and Portugal (+1.3% 
+1.4%, +1.6% and +1.8%, respectively), ar 
to be found in the 1%-2% range. On th 
other hand, Spain (+2.3%), Ireland (+2.4% 
and the Netherlands (+2.5%) are clearly it 
excess of the euro-11 average. 


Different economic-growth paths 
The differential between the membe 
countries with the highest and lowest infla 
tion rates (virtually 2%) is a reflectio: 
of the different economic-growt 
paths in the euro area. Nations notch 
ing up above-average GDP-grow 
rates, such as lreland, Spain and th 
Netherlands, are also above-averag 
in terms of the trend in inflation, ant 
low. growth is currently correlate 
with a low inflation rate. 
| Anoticeable deterioration in the pric 
climate looks unlikely to emerge i 
| the second half of 1999. Howeve: 








ies have consumer-price-inflation 
ites of below 1%, in four other countries 
ey range between 1%—2%, and in the oth- 
r three they have overshot the 2% mark. 
he distribution in August 1998 was 3/4/4. 


i line with consumption patterns 

he trend in inflation in EU countries is 
ieasured with the help of the Harmonised 
dex of Consumer Prices (the HICP), 
thich is calculated by the Statistical 
ffice of the European Community in Lux- 
mbourg (Eurostat). The index enables 
ross-border comparisons, and is con- 
tantly brought into line with new 
onsumption patterns. By way of illustra- 


patterns in the various countries and of the 
different subsidies attaching to individual 
products. The upshot, however, is that the 
inflation figures published by the statistical 
offices of the individual member states may 
differ somewhat from the inflation figures 
computed by Eurostat for each country. For 
example, August's national inflation statis- 
tics for the Netherlands, Spain and Italy 
were 0.1% higher than Eurostat's equiva- 
lents. That said, the disparities are now 
becoming smaller. Back in the autumn of 
last year, there was a gap of up to half a 
percentage point between national and 
Eurostat statistics. 


consumer-price inflation is set t 
creep up towards the 2% mark on accoun 
of base-line effects in almost all EMU mem 
ber states (downtrend in inflation in th 
second half of 1998) and of the increase i 
oil prices. Unless other effects (e.g 
renewed trend reversal in energy prices 
come to the rescue, the area-wide inflatio! 
rate stands to move up through the 
threshold in the event of an area-wide e 
nomic recovery in 2000 boosting overa 
GDP growth to around 3%. 
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TEPOZTLAN 


N THE cooling darkness, the steep cob- 

bled streets of Tepoztlan, south of Mex- 
ico city, were thronged with youngsters. 
They had come, on November ist, to cele- 
brate the traditional festival of the Day of 
the Dead. Lighting their way with skull lan- 
terns made of papier-maché or carved 
from gourds, they went from house to 
house, collecting sweets on behalf of the 
dead. But some of the lanterns this year 
were made from orange pumpkins, and 
some of the children were dressed as devils 
and witches. There were even a few tricks 
played on those who refused to give 
sweets, as egg-stained doorways the next 
morning suggested. 

Church figures in Mexico, as else- 
where, ritually denounce Halloween for its 
dark pagan undertones. But, in recent 
years, they have been joined by those who 
fear that the commercialised version of 
that traditional festival is wiping out old 
customs. “In the towns, the traditional rites 
are starting to be supplanted by Hallow- 
een,” says Miguel Angel Rubio, an ethnolo- 
gist at the National Indigenous Institute. 

When Luis Tinajero started his com- 
pany, Grubi, 27 years ago in Mexico city, it 
was one of only two in the country making 
Halloween disguises. Now there are ranks 
of them churning out plastic jack-o-lan- 
terns, witches’ brooms, costumes from 
Hollywood slasher movies and every oth- 
er manifestation of schlock-horror party 








until the boats had already left for Puerto 
Rico. Loan repayments stopped in 1988. The 
Italians then honoured their guarantee. St 
Kitts did not. And the hydrofoils? They even- 
tually returned to the Sicilian shipyard, to be 
sold for a fraction of the original price. Ken- 
nedy Simmonds, prime minister of St Kitts at 
the time and head of the opposition ram, in- 
sists there was “no wrongdoing” on the part 
of his government, and that the current in- 
quiry has uncovered “absolutely nothing”. 

The inquiry has run up against a wall of 
lost documents and official amnesia. Re- 
cords are astonishingly scanty. Ministers and 
bureaucrats in office at the time say they 
were told almost nothing, and remember 
even less. There was no parliamentary de- 
bate, no proper feasibility study and no 
third-party valuation of the hydrofoils. Even 
the auditor-general says he did not know 
about the loan guarantee—though it dou- 
bled the country’s external debt liability. 

By the standards of international graft— 
if that is what it turns out to have been—this 
particular saga may appear trivial. But the 
pattern is all too familiar to the island states 
of the region, and, indeed, to statelets in the 
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Mexico, haunted by new ghosts 





wear. Gilberto Rodriguez, one of Mexico's 
leading plastic-pumpkin magnates, says 
his sales have surged since he set up his 
business, Juguetimundo, ten years ago. The 
chief reason is the spread of American pop- 
ular culture, which has flooded in since the 
opening up of the economy. 

The toy-makers defend Halloween asa 
festival that can co-exist with the Day of 
the Dead. Mr Tinajero plans to include 
educational notes about Halloween’s ori- 
gins with his products next year. After all, it 
is only the mass commercialisation of Hal- 
loween thatis both new and American: itis 


more thana millennium since the Catholic 
church, attempting to convert the pagan 
Celts in Britain and Ireland, created All 
Saints or All Hallows Day to coincide with | 
the Celtic festival honouring the dead. | 
But this is unlikely to satisfy the purists. 
“Halloween doesn’t get you in touch with 
the dead,” replies Mr Rubio. The traditional 
view of death as a transformation, rather 
than an end tolife, he says, is being lost. His 
institute counts at least 62 distinct tradi- 
tions for celebrating the Day of the Dead, 
legacies of the various civilisations that 
dotted Mesoamerica (most of which is 
now central and southern Mexico) before 
the conquest. It was Spanish Catholic 
priests in the newly conquered Americas 
who persuaded the Aztecs and other in- 
digenous peoples to shift the dates of their 
death-cult festivals to match All Saints and 
All Souls Days on November 1st and 2nd. 
Today’s revellers usually build a shrine 
to welcome the souls of the deceased, 
which are said to drop in for an annual vis- 
it. In some towns, the shrine is bedecked 
with their photographs, in others with 
their old clothes, or favourite food. In some 
places, church bells are rung to guide the 
souls to their home towns; in others, flow- 
ers are strewn to mark the path home from 
their graves. It is a time for joy as well as re- 
gret, as the dressed-up, grinning skeletons 
suggest. Revellers may have borrowed the 
odd symbol from Halloween, but, judging 
by the crowds in Tepoztlan, enthusiasm 
for the death-cult festivity is still strong in 
many places. Tepoztlan enjoys it so much 
that it repeats the whole thing a week later. 
| 


— | 








Pacific and elsewhere. In small places (popu- 
lation of St Kitts and Nevis: 41,000), where 
everybody of influence went to school with 
everybody else’s cousin or friend, people 
work hard to keep secrets. Decisions are of- 
ten taken informally, bypassing official pro- 
cedures. Fear of retribution—the loss of con- 
tracts, job offers or promotions—is strong. 

Moreover, constitutional checks on 
those in power are weak. Parliaments meet, 
but only occasionally: the one in St Kitts sits, 
on average, on just seven days a year. Assem- 
blies are tiny—the St Kitts parliament has just 
14 members—so first-past-the-post voting 
has sometimes returned just a single opposi- 
tion member, and even none. 

There are some stirrings of change, how- 
ever, among them the string of corruption in- 
quiries. Back in 1996, the Organisation of 
American States agreed on a convention 
against corruption, designed to spell out ba- 
sic rules of good behaviour—though, three 
years on, nine of the oAs’s 35 members have 
notsigned it, eightof them former British col- 
onies in the Caribbean. 

New anti-corruption legislation is cur- 
rently before Parliament in Jamaica. To its 





credit, the government there has allowed 
legislators to tighten up the proposed rules, 
and not simply forced the bill through in its 
original, weaker, form. St Lucia’s prime min- 
ister, Kenny Anthony, also wants to draft an 
anti-corruption act—and to encourage all 
eight members of the Organisation of East- 
ern Caribbean States, which includes St Kitts, 
to bringin acommon anti-corruption policy. 
In St Kitts itself, Dr Douglas has proposed a 
law on integrity in public life. 

Which is all very well. But it is one thing 
to change the rules, or to “name and shame” 
culprits, quite another, it seems, to bring 
about change itself. In his Antigua inquiry, 
Sir Louis recommended that Vere Bird ju- 
nior, then a cabinet minister under his fa- 
ther, Vere Bird, “should not hold any public 
office again”. Sir Louis also recommended 
that Lieut-Colonel Clyde Walker, then head 
of the Antiguan defence force, should be 
“dismissed from the armed servies of Anti- 
gua”. Mr Bird junior was re-elected to parlia- 
ment, and is currently the agriculture minis- 
ter. And Colonel Walker now heads the 
passport control and immigration service. 

x os a 
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Sanctions against Iraq no longer have a clear purpose, the Iraqi opposition is 
more muddle than threat, Saddam Hussein is sitting quite comfortably 


HERE were two costume parties in the 

Sheraton Manhattan hotel in New York 
on October 31st. On one side of a corridor, 
children dressed as skeletons and pirates 
and witches competed for party favours;on 
the other, Arab chieftains in flowing robes 
and baggy-trousered Kurds performed for 
prizes from the American govemment. 

For the first time since 1992, the Iraqi Na- 
tional Congress (Inc), an umbrella group for 
the Iraqi opposition, convened a mass as- 
sembly to show its strength and make a bid 
for American patronage. American officials 
and congressmen duly queued up to pledge 
support. But the idea that the incor for 
that matter, the continuing negotiations in 
the un Security Council—would bring an 
end to the painful nine-year stand-off with 
Iraq seemed as fantastical as the children’s 
outfits across the hall. 

For one thing, American support for the 
opposition is more bark than bite. Last year, 
after much congressional prodding, Presi- 
dent Bill Clinton signed a law offering $97m- 
worth of training and equipment to the op- 
position. But ittook the government a year to 
cough up anything at all, and even then it 
provided only $5m-worth of office equip- 
mentand coaching in “civilian-military rela- 
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tions”, rather than the hoped-for arms and 
military training. American officials insist 
that certain tasks—such as uniting the multi- 
tude of different opposition factions and 
agreeing ona vision of Iraq’s future—must be 
completed before any practical effort can be 
made todislodge President Saddam Hussein. 
The trouble is that such tasks are virtually 
impossible. 

Thomas Pickering, a senior State Depart- 
ment official, did promise further American 
bombing raids if there were “major” Iraqi of- 
fensives against Shia rebels in southern Iraq, 
but his wording left plenty of wiggle room. 
Even the 1nc’s allies in Congress seem to 
view the group less as a future government 
of Iraq than as a ready-to-hand means of 
spooking Mr Hussein. 

Perhaps unsurprisingly, given such tepid 
American support, the nc has a hard time 
making itself look serious. The main Shia op- 
position groups, who mounta more credible 
resistance operation inside Iraq than any of 
their rivals, have refused to join. Although 
the powerful Kurdish militias that run an au- 
tonomous zone in northern Iraq showed up 
in New York, they made no secret of their 
scepticism. They refused to let the meeting 
take place in their territory, their representa- 


tives said, because America refused to guar- 
antee security. If America is not willing to 
stick its neck out, they argue, why should 
they? Many of Mr Hussein’s internal and ex- 
ternal enemies share their misgivings. 

Meanwhile, America seems to be mak- 
ing only marginal progress in the Security 
Council. It is trying to reinstate the UN arms- 
control regime from which Iraq withdrew in 
protest at an American and British bombing 
campaign last December. A recent British 
and Dutch proposal, supported by the 
Americans, insists that the Iraqis provide a 
more thorough account of their nastier 
weapons programmes, and allow interna- 
tional inspectors to return to Iraq. In return, it 
envisages a slight loosening of the economic 
embargo. 

Until now, Russia, Iraq's closest ally on 
the council, has been demanding the sus- 
pension of sanctions as the price of restarting 
inspections. Although the Americans and 
British have won over much of the council, 
and talk excitedly of putting a new resolu- 
tion to the vote by late November, the veto- 
wielding Russians have not yet given in. 
Even if they eventually do, Iraq has said that 
it will never allow the inspections to resume 
on American-British terms—and, indeed, 
there is no reason to believe that a new in- 
spection scheme would be more successful 
than its predecessor was in its last controver- 
sial years. So, in all likelihood, the impasse 
will drag on—and so will sanctions. 

But the sanctions regime, too, is in need 
of repair. Keeping things as. they are is not 
only cruel to the Iraqi people but also props 
up their cruel dictator. Since 1996, in an at- 
tempt to mitigate the crushing effects of 
sanctions on ordinary Iraqis, the Security 
Council has allowed Iraq to sell some oil to 
pay for humanitarian supplies. But Iraq's de- 
bilitated oil industry could not produce 
enough oil to cover the cost of even basic 
food and medicine, while its infrastructure is 
too run-down to allow proper distribution 
and storage of what little could be bought. 
So, gradually, oil-for-food’s scope has been 
increased to cover repairs to oil facilities, 
power and water-treatment plants, and agri- 
cultural equipment. Medicine now ranks 
only fifth on the list of expenditure. 

As the aims of the oil-for-food pro- 
gramme get more technical, so do the im- 
ports needed to meet them. This increasingly 
conflicts with the determination to prevent 
Iraq from laying its hands on any technology 
that could conceivably be put to military use. 
Under oil-for-food’s rules, Security Council 
members can veto any contract they deem 
suspect. The Americans and British have put 
contracts worth more than $600m on hold, 
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to the consternation of un officials. Technol- 
ogy as inoffensive as a Pentium 11 processor, 
an outdated computer chip, is considered 
too dangerous to allow into Iraqi hands. But, 
making nonsense of this ultra-caution, there 
is nothing to prevent an Iraqi driving to Jor- 
dan, buying acarful of newer computers and 
bringing them home with him. 

The longer that sanctions on Iraqi oil 


Israel and the Palestinians 


sales continue, the more damaged, and da- 
maging, the system looks. The Security 
Council brought in oil-for-food in an effort 
to fix the embargo’s manifest shortcomings. 
Now the repair job itself needs mending. Yet 
further reforms to oil-for-food are caught up 
in the broader Security Council impasse.The 
sad, muddled stand-off could haunt the 
world for several Halloweens to come. 





Back to Oslo, even Camp David 


JERUSALEM 


At last, perhaps, the talks that matter are really about to start 


HY make a big fuss 

about the settlements 
now? asked Ehud Barak, Is- 
rael’s prime minister, of 
Yasser Arafat, the Palestin- 
ian leader, in Oslo this 
week. After all, in three or 
four months we shall have 
signed an agreement that 
will take care of them. Well, 
maybe. A moving cere- 
mony in the Norwegian 
capital on November 2nd to 
mark the fourth anniver- 
sary of Yitzhak Rabin’s as- 
sassination seemed to pro- 
duce some new warmth, as 
well as new urgency, as Israeli and Palestin- 
ian negotiators embarked at last on their 
long-postponed final-status talks. But, as Bill 
Clinton pointed out, Rabin’s reaction might 
have been, “This is all very nice, but if you 
really want to honour me, finish the job.” 

President Clinton has offered to hold a 
Camp-David-type summit in January or 
early February, if that can help meet the first 
deadline that Mr Barak and Mr Arafat have 
set for themselves: an_Israeli-Palestinian 
“framework agreement” by February 13th. 
The full-fledged “permanent-status agree- 
ment” is due to be concluded by September. 

Mr Barak emphasised in Oslo, both pub- 
licly and privately, that this ambitious time- 
table is in his view realistic. “Together with 
my partner Chairman Arafat...I pledge to 
travel the course you charted,” he pro- 
claimed toa large Rabin portrait, “and to fin- 
ish the journey.” Mr Arafat spelled out the 
sub-text when he added that they mustcom- 
pensate for the time lost under Binyamin 
Netanyahu’s regime. 

Mr Arafat left the Oslo summit with 
mixed feelings. He was pleased with Mr 
Clinton's explicit commitment: “There is 
nothing I would not do to help.” He was less 
pleased with Mr Barak’s refusal to counte- 
nance any notion of a freeze on settlement 
building during the talks, now set to begin in 
earnest in Ramallah on November 8th. 
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Clinton lays hands on Barak and Arafat 


In the first three months of Mr Barak’s 
watch, 2,600 tenders were issued for new set- 
tlement homes and roads, an even faster rate 
of issuance than under Mr Netanyahu’s 
avowedly pro-settler government. Nor were 
the Palestinians impressed by Mr Barak’s re- 
cent approval of most of the 42 settlement 
outposts set up illegally in the last days of Mr 
Netanyahu's rule. 

Despite urgings by all not to be a party- 
pooper at Oslo, Mr Arafat could not entirely 
suppress his frustration. Otherwise, he 
played along. He did not rule out a tripartite 
summit in January, but said it depended on 
progress in the talks. Should there be no pro- 
gress, Mr Arafat is likely to toy with a few 
unilateral acts of his own. While he was in 
Oslo, it was announced that the Palestine 
Liberation Organisation’s Central Council 
would convene in Gaza on November 30th. 
The chief item on the agenda is discussion of 
a date for declaring a Palestinian state. 

The Israelis believe there will be a more 
subtle discernment of Israeli domestic reali- 
ties on the Palestinian side once point-mak- 
ing gives way to negotiating. Though most of 
the new “hilltop” outposts are indeed being 
allowed to stay, Mr Barak has ordered a doz- 
en of them to be removed and the settlers’ 
leaders are grudgingly acquiescent. The 
building boom in settlements close to the old 
1967 border, say Israeli officials, merely re- 





flects a near-universal expectation that the 
farther-flung settlements will eventually be 
removed or abandoned. 

Significantly, in terms of Israeli public 
opinion, Mr Barak is now making it clear not 
only that he accepts the eventual establish- 
ment of an independent Palestinian state 
but that he is prepared to enshrine this ac- 
ceptance in the proposed framework agree- 
ment. His aides say he wants the permanent- 
status accord to be transacted between two 
sovereign states, not between Israel and “the 
Palestinian side”, the deliberately vague 
term used in the 1993 Oslo agreement. 

Mr Barak believes he can carry a solid 
majority of the public with him when he 
calls a referendum, as he is pledged to do, on 
the final peace agreement with the Palestin- 
ians. According to Haaretz, a well-informed 
Israeli newspaper, Mr Barak will try to trade 
his recognition of Palestinian independence 
for the Palestinians’ recognition of Jerusalem 
as Israel’s capital, though he will suggest ex- 
tending the city’s limits so that part of it be- 
comes the Palestinians’ capital too. 

Some of these ideas were first broached 
by Yossi Beilin, now Israel's minister of jus- 
tice, and Mahmoud Abbas (also known as 
Abu Mazen), who is regarded as Mr Arafat's 
deputy, in a discreet set of talks that were 
truncated by Rabin’s death. Neither leader 
today is prepared to espouse the positions 
that the two negotiators entertained then. 
But neither can they entirely expunge the 
Beilin-Abu Mazen understanding—though 
it was never officially published—from the 
historical record. It demonstrated the poten- 
tial for bold, lateral thinking. The tight time- 
table that Mr Barak has insisted on imposing 
on the process is risky but may turn out good 
for concentrating minds. 

= —— Cl 





Nigeria 
Islamist push 


GUSAU, ZAMFARA 


Mo of the Rev Olu Joseph’s congrega- 
tion ina small Christian church in Gu- 
sau, the capital of Zamfara, a state in north- 
ern Nigeria, are migrants from the south. 
They are Igbos and Yorubas in the over- 
whelmingly Muslim, Hausa-speaking state, 
where they have lived in harmony for many 
years. Last month the newly-elected gover- 
nor of Zamfara, Ahmed Sani, dropped a 
bombshell by announcing the introduction 
of sharia, or Islamic law. 

Mr Sani says he intends to enforce the 
law strictly, as in Saudi Arabia, which means 
that thieves could have their hands ampu- 
tated and people caught drinking could be 
flogged. He argues that this will reduce 
crime, and restore morality to a corrupt and 
wayward society. Zamfara’s Christians, he 
says, will not be affected, but will remain un- 
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der the jurisdiction of the existing legal code. 
The Christians do not agree. “The sharia will 
surely affect us, because we are part and par- 
cel of the state,” says Mr Joseph. Members of 
his congregation are less diplomatic. “How 
can we allow this nonsense at the dawn of a 
new millennium?” demands an angry 
young man who proclaims that he is ready 
to die for Christianity. 

Zamfara, a rural and hitherto obscure 
state, is now at the centre of a controversy 
with much wider ramifications. Africa’s reli- 
gious fault-line, between a predominantly 
Muslim north and a more pluralist but lar- 
gely Christian south, cuts across the Sahel, di- 
viding several countries. Sudan has suffered 
decades of religion-based civil war. In Nige- 
ria, the massacre of thousands of Christian 
Igbos in Kano and other northern cities in 
1966 was one of the factors that led to the Bia- 
fran civil war. In recent years, relations be- 
tween oe north and south have been 
relatively calm but, even so, they remain del- 
icate, all the more so since religious and eth- 
nic divisions tend to overlap. 

Christian leaders across Nigeria have re- 
acted with outrage to Mr Sani’s declaration. 
They see it as an attack on the country’s secu- 
lar constitution, eventually upsetting an un- 
easy religious balance. Muslim leaders have 
either welcomed the change or chosen to 
stay silent. “People in the north can’t come 
out and oppose this thing in public,” said a 
prominent northem politician. “If you do, 
you open yourself to the accusation that you 
are unlslamic.” 

President Olusegun Obasanjo, who 
came to office in May after more than 15 years 
of military rule, has also decided to say noth- 
ing, at least in public. This is wise. He is an en- 
thusiastic born-again Christian and any 
public condemnation of Islamic law would 
inflame passions. Moreover, the president is 
a westerner, already under political attack in 
the north, where many feel that he is favour- 
ing his own Yoruba people at the expense of 
Nigeria’s other ethnic groups. 

Mr Sani is on dodgy legal ground. The Ni- 
gerian constitution does have a provision for 
the introduction of sharia but restricts its au- 
thority to family law, such as divorce and in- 
heritance. The governor argues that the fun- 
damental right to freedom of worship, 
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which is also in the constitution, justifies the 
introduction of Islamic law. He told the huge 
crowd that had travelled to Gusau to cele- 
brate the law’s inauguration on October 27th 
that “without it, Islam has no value”. 

The sharia courts will not go into opera- 
tion until January to allow time for judges to 
be trained in Saudi Arabia. But the new poli- 
cies are already beginning to show. It is now 
virtually impossible to buy alcohol in Gusau. 
Boys and girls are soon to be educated in sep- 
arate schools, and men and women are start- 
ing to travel in separate buses. Mr Sani has 
even said that only men with beards will be 
awarded government contracts. 

Ironically, the most prominent dissent- 
ing voice from the north has been that of Ni- 
geria’s outspoken Islamic radical, Sheikh 
Ibrahim El-Zak Zaky. A Shia Muslim, he be- 
lieves in a theocratic state, drawing inspira- 
tion from the Iranian model, and rubbishes 
Mr Sani’s attempts to justify his actions with- 
in the terms of the existing legal framework. 
The Nigerian press, largely controlled by 
southern Christians, has eagerly reported 
the sheikh’s criticisms. In a passionate fight 
for Nigeria’s soul, he is providing them with 
an unlikely source of comfort. 
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Zambia 


Selling the 
family copper 


LUSAKA 


FTER years of procrastination by a gov- 
ernment supposedly committed to pri- 
vatisation, the sale of Zambia’s three main 
copper mines, the biggest asset of this des- 
perately poor country, seems near comple- 
tion. But if the deal eventually goes through 
in January, Anglo American, the original 
owners of many of Zambia’s mines, will pay 
only $90m for three mines in one of the rich- 
est copper deposits in the world. Last year, 
Zambia turned down an offer worth nearly 
twice as much. 
Not surprisingly, the sale is controversial 
in Zambia, where copper is still the leading 
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export. Zambia's rapid economic growth in 
the 1960s and early 1970s was copper-bot- 
tomed. Thousands found jobs, homes and 
schools in the copperbelt, turning Zambia 
into Africa’s most urbanised society. Many 
feel the indignity of selling off this precious 
asset for so little. The state-run media have 
accused Anglo American of manipulating a 
deal that leaves the nation empty-handed. 
Many Zambians share this sentiment, but 
they also know that the government is to 
blame for the sad state of the mines. 

As an object lesson in how not to priva- 
tise, the sale of Zambia Consolidated Cop- 
per Mines (zccm) is exemplary. When the 
current government came to power in 1991, 
ending ‘one-party rule, the mines were al- 
ready bankrupt. The boom years, when both 
price and production of copper were high, 
had long since gone. Suffering from under- 
investment and corruption, zccM was los- 
ing millions of dollars a year. But instead of 
moving quickly to rid itself of this cumber- 
some albatross, the government dithered. 
Many suspected that President Frederick 
Chiluba, a former trade unionist whose ` 
power-base was in the copperbelt, was un- 
willing to upset his supporters. 

The best offer came in 1998, when a con< 
sortium of British, American, Canadian and 
South African companies bid $130m, and 
also agreed to pay off $35m of the company’s 
debts. But Mr Chiluba made it known that 
he thought the offer was scandalously low, 
and negotiations stalled. This was a terrible 
mistake. The copper price nose-dived and 
suddenly no one was interested in African 
copper mines—except Anglo American. 

Throughout the whole debacle, the com- 
pany has played the part of coy maiden, 
keeping the Zambian government guessing 
and pretending indifference. At one point, it 
flirted with a Chilean mining company, Co- 
delco, as a partner, before eventually saying 
it would take the risk of getting into bed with 
the Zambian government alone. 

Donor countries, at least, are delighted. 
They got fed up with Zambia paying some 
$6m a month to keep the mines going, while 
the donors were expected to fork out to keep 
the government going. Last year, with pa- 
tience exhausted, they withheld balance-of- 
payments support, citing the failure to priva- 
tise zccm as the reason. 

If the deal now goes through, it could 
stimulate new interest and new investment 
in Zambia, putting the country on track to 
qualify for debt relief. But in the short term, 
ordinary Zambians must expect more pain. 
Thousands of miners will lose their jobs in 
the approach to privatisation. The govern- 
ment has offered to retrain some of them as 
farmers, but many miners lost touch with 
their rural roots generations ago. Faced with 
the prospect of becoming peasants again, 
they ask what progress has been made in 35 
years of Zambian independence. 
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Howartl... The best at last! 
A Golden Land Project in Panama 











SIb Panama Canal The 4300 acres that comprise Howard Air Force Base, located at the 
Pacific entrance to the Panamá Canal, 10 minutes away from Panama 
City, are among the last that will revert to Panamá on December 1999. 
The experts’ studies have indicated that Howard is a potential 

site for an intermodal transportation center and for industrial and 
commercial development, such as heavy aircraft repair and 
maintenance, port operations, export processing zones and 

industrial parks. 





Howard's infrastructure includes: 

e An airport with a 2,591 m (8550 ft.) long and 46 m (152ft.) wide 
landing strip. 

¢Four hangars ranging from 8,820 sq.m (96,050 sq.ft.) up to 10,557 sq.m 
(114,966 sq.ft.) 

Buildings with a total construction area of 115,000 sq.m (1,252,350 sq.ft.) 

e Water, electricity, access roads and sewage treatment plant. 

e Additional property available for industrial, commercial and 


residential development. 
| < e 706 residential units and other buildings. 
ARI For more information contact: General Administration Ħ P.O. Box 2097, Balboa Ancón, Panamá, R.P. 


Autoridad de la Región Interoceanica + Fax: (507) 228-1698 / 7488 « E-mail: ari_mercadeo @cwp.net.pa * www.ari_panama.com 
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Can Russia win in Chechnya? 


NAZRAN 


Compared with the last war against Chechnya, this one is going well for the 
Kremlin. But don’t count your Chechens out before they’re beaten 


VOIDING simple mistakes can take you 
a long way in Russia. In their new war 

against Chechnya, the Russians have 
learned two big lessons from the previous 
conflict, which finished in a humiliating 
stalemate—in Chechnya’s favour—in 1996. 

The first is that the propaganda battle is 
nearly as important as the fighting itself. Last 
time, Russia’s news management was der- 
isory: large chunks of the Moscow media 
fiercely opposed the war, amplifying public 
distaste for it. This time the media, especially 
television, have been cheer-leading. There 
have been few reports of Russian casualties. 
Chechen fighters are gangsters, terrorists or 
religious maniacs. Although more than 
200,000 Chechen civilians have fled, refu- 
gees have been all but invisible. 

‘Western reporting, which mostly paints 
a different picture, is condemned as biased 
or worse. An air attack on a Red Cross con- 
voy on October 29th, which killed two of the 
organisation’s workers, has barely been 
mentioned in Russia; Chechnya has no air 
force. The prime minister, Vladimir Putin, 
said: “Everything which concerns the bomb- 
ing of peaceful residents is the ill-intended 
propaganda of terrorists who use the chan- 
nels and infrastructure of some extremist- 
minded Islamic leaders for spreading slan- 
derous anti-Russian information.” 

The second lesson Russia has learned is 
that, on the military side, it should play to its 
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own strengths. Instead of driving tanks into 
the capital, Grozny, to be blown up by Che- 
chen guerrillas, the Russian army is advanc- 
ing very slowly. When its infantrymen meet 
resistance, they either slide round it or callin 
the air force or the artillery. They are being 
patient: a battle for Bamut, a town in south- 
western Chechnya, has been going on for 
weeks. The war is expensive: the government 
has already set aside an extra $1 billion for it. 
But so far Russia’s tactics are working. 

The Chechens’ strength is different: not 
firepower but toughness, mental and physi- 
cal. They excel at guerrilla warfare and close 
combat. But Russia keeps its soldiers, when 
not on the march, in well-fortified camps. 
The Chechens have no way of hitting distant 
Russian guns; and although they have 
brought down a handful of Russian aircraft, 
they have now either run out of anti-aircraft 
missiles or are not using them. 

All this has made Mr Putin popular, 
which is one of his chief aims. But problems 
are stacking up. For one thing, it is getting 
harder to explain exactly what Russia is 
fighting for. First it was to quarantine Chech- 
nya. Next it was to attack terrorist bases. 
Then it was to establish a “liberated zone” in 
the flatter north of the country. Now the aim 
seems to be all-out victory, which can proba- 
bly be achieved only by destroying the place. 
Even if—a big if—this is achieved, getting 
there could be long and messy. 


Second, Russia’s military superiority is 
fragile. The Soviet Union’s disastrous war in 
Afghanistan also began as a textbook opera- 
tion. Russia has not suddenly acquired a 
well-trained and well-equipped fighting 
force. There has been no serious reform of 
the army since communism collapsed. 

It is not just that the soldiers are scruffy 
and careless with their guns (including 
whom they sell them to), and that many se- 
nior officers are corrupt. The Russian army, 
at bottom, is badly trained. Most conscripts 
know more about bullying (and being bul- 
lied) and getting drunk than about how tore- 
pel, say, a company of Chechens storming 
their barracks in the middle of the night. 

Third, public support is fraying, just a lit- 
tle. The main privately owned television 
channel, nrv, has begun to air some criti- 
cism of the war, starting with a discussion by 
foreign journalists, who were booed by the 
studio audience. On November 1st, one of 
Ntv’s favourite politicians, the mayor of 
Moscow, Yuri Luzhkov, questioned the wis- 
dom of pushing the war further. 

Even if Russia can keep on winning, the 
plight of civilians is aconstant reminder that 
the war is neither clean nor cheap. Life under 
Russian occupation in Chechnya is miser- 
able. Even Russian officers privately concede 
that looting is rife. In the war zone, the Rus- 
sian army blithely shells civilian targets, yet 
makes it all but impossible for non-combat- 
ants to flee. Two weeks ago it closed the bor- 
der with neighbouring Ingushetia, which 
has taken in most of the refugees, the major- 
ity into private homes. After complaints 
from the West, and repeated delays, Russia 
has now let several thousand cross over. But 
the column of those still waiting stretched, at 
last count, for 15km (nine miles). Some 40,000 
may still be trapped. 

Those who do get across are safe, al- 
though the Russians occasionally fire over 
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THE NORTH CAUCASUS. MILITARY HIGHWAY 


j 
| NLY two hours late, the minibus 
| northbound to Vladikavkaz, capital 
of North Ossetia, a republic on Russia’s 
| southern rim, bumps out of the bus station 
in Tbilisi, capital of Georgia, the once-Sov- 
iet but now independent country at the 
hubof the Caucasus. A few minutes later, it 
comes to a discreet halt in a side street and 
starts its real business—loading a further 26 
bales of tightly-wrapped goods, safely out 
of sight of the bus-station maha who 
would otherwise exact tribute on it. 
Passengers’ personal luggage, including 
a bucketful of home-made pickles for sale 
| in the Vladikavkaz market, is loaded on to 
| knees. Seriozha, the driver, collects 15 lari 
| ($8) from each of the 13 passengers for the 
| 200km (125-mile), seven-hour trip, and 
| stops for petrol, removing the crumpled 
| plastic bag that serves as a stopper. 
| 





Another halt is to let the 24 cars of the 
presidents motorcade roar by. Two hours 
into the mountains, there is yet another 


the refugee camps in the night, presumably 
toshow who is boss. 

For the hundreds of injured, such as Yus- 
up Magamedov, a boy of 14 whose legs were 
blown off when Russian aircraft attacked his 
village, Ingush hospitals are better than Che- 
chen ones, where doctors perform amputa- 
tions by candlelight, and often without an 
anaesthetic. The main refugee camps are or- 
derly and supplied with the basics. But Elisa- 
veta Omarkhajieva, head of the Ingush Red 
Crescent, says that more and more Ingush 
families are coming to her office for help, ex- 
plaining that they having used up their food 
and money looking after their uninvited 
guests. 





| Georgia’s not-so-great north road 


stop, this time for shashliks, fiery pickles 
and a quarter of a litre of vodka for every 
self-respecting adult male. 

Most other stops are less fun: at five 
Georgian police posts and four Russian 
ones, Seriozha leaps down to beard the 
forces of law and order, placing small 
bribes into their hands as he does so. It is 
the post-communist version of a toll-road, 
guaranteeing that no one looks closely at 
the cargo. 

The road, built in 1875 and modernised 
in Soviet times, is now the main artery be- 
tween Russia and Georgia. It is a single- 
lane, pot-holed highway winding peril- 
ously around peaks up to 5,000 metres 
(16,000 feet) high. Giant icicles hang inside 
the tunnels. At the frontier with Russia, 
Seriozha instructs the passengers to tell the 
Russian officials that they are on a day trip 
from the Georgian border town of Kazbegi. 
“Then we won’t have to pay so much,” he 
explains. This no doubt well-worn false- 








them home. They crowd round visitors to 
the camps, regaling them with tales of Rus- 
sian atrocities and asking for advice about 
political asylum. Many say that Russia is 
bent on genocide of the Chechen people. 
The West is groping for a policy. After 
Finland’s foreign minister, accompanied by 
fuming Russian officials, paid a quick visit to 
Ingushetia on behalf of the European Union 
(of which Finland is the current president), 
she denounced what Russia was doing. In 
the corridors, European diplomats mutter 
about getting Russia suspended from the 
Council of Europe (an antechamber for the 
Eu). There are murmurs that this month’s 
summit of the Orga- 









The refugees expect the 
world to stop the war and get 
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Russian advances 








EORGIA ` 


nisation for Security 
and Co-operation in 
Europe, Russia’s fa- 
vourite international 
forum, might be post- 
poned. The Germans 
have been especially, 
and unusually, sharp. 

Will a few snubs 
from abroad, and an 
occasional rebuke, 
count for much with 
Mr Putin and his gen- 
erals? The best hope for 
an end to the war is for 
Russia’s soldiers and vot- 
ers to start sharing the 
pain. But, when they do, 
there may be nobody left 
to negotiate with in 
ruined Chechnya. 
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hood is received with polite nods. 

And the war? The Chechen border is 
only a few kilometres away. Opinions on 
the bus divide. Most Georgians sound cau- 
tiously sympathetic to the Chechens—but 
would rather not be involved. The only _ 
Russian passenger on board is cross. 
“These Chechens, they're just like the Poles 
and the Bulgarians,” she explodes. “We lib- 
erated them, built up their countries, then 
off they go and leave us with nothing. Its | 
got to stop. That's why we're fighting.” 





Ukraine and Georgia 


Russia loses 


KIEV AND TBILISI 


WO mucky elections, two flawed sets of 

candidates, two sighs of relief. That is the 
upshot of the polling on October 31st in two 
former Soviet countries, one a crucial partici- 
pantin the geopolitics of Europe, the other at 
the pivot of the combustible Caucasus. 

Ukraine, home to 50m people, had the 
first round of a presidential election in 
which several opponents of President Leo- 
nid Kuchma, who is seeking a new term, say 
their country should reunite with Russia. Mr 
Kuchma has taken a strong but not invinci- 
ble lead. In Georgia, a general election took 
place with an opposition party, encouraged 
by Russia, breathing down the neck of the 
governing party which supports President 
Edward Shevardnadze, who has been assert- 
ing Georgia’s independence. Mr Shevard- 
nadze’s lot won comfortably. 

In Ukraine’s second round on Novem- 
ber 14th, Mr Kuchma, who got a first-bout 
36%, will face the country’s Communist 
leader, Petro Simonenko, who got 22%. Al- 
though Ukrainians have little reason to like 
Mr Kuchma, who has overseen a half- 
decade of hideous corruption and economic 
decline, they may plump for him rather than 
risk losing their country’s independence. Mr 
Simonenko did well because of his political 
machine, but he is probably the least elect- 
able of the four candidates who might have 
got through to take on Mr Kuchma in the 
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run-off. Mr Kuchma’s team apparently no- 
ticed this, giving him an easy ride in the first 
part of the campaign. 

No longer. But it will still be a tough fight. 
Mr Kuchma himself won the presidency five 
years ago, running as a pro-Russian left- 
winger in a similar scrap against an unpopu- 
lar but powerful incumbent who had also 
taken a solid lead in the first round. The 
squabbling left wing this time polled around 
45% combined, and will quite likely pick up 
some votes from others who reckon that any 





The 


VUKOVAR AND NOVI SAD 


WO historic outposts on the Danube, 

closely intertwined in both the com- 
munist and Austro-Hungarian past, but 
bitterly divided in recent years, have been 
exposing their war wounds to groups of 
| foreign visitors. Both are the victims of old 
hatreds—and of the bloody collapse of 
| communism. 
| First Vukovar, a charming old Croatian 
town of 46,000 souls until, eight years ago, 
| much of it was reduced to rubble in three 
| months of bombardment by the Yugoslav 
| army. Its mayor, Vladimir Stengl, now 
breezily declares it “one of the best exam- 
ples of co-operation between a national 
| government and the world community”. 
Abold claim. After two years’ steward- 
| ship of Eastem Slavonia by the un until 
1997, and nearly two more under Croatian 
rule, the region’s main town does not look 
much different from the bombed-out shell 
that was left after Serb forces overran it, 
butchering several hundred people, in No- 
vember 1991. The Croats, back in charge, 
appear to have devoted more energy to re- 
burying their own war dead--beneath 
shiny black marble grave- 
stones--than to improving 
the lot of the living. 
| But in one respect, the 
mayor does have a success 
story to tell, at least by the dis- 
mal standards of the region. 
The Croats who were forced 
out of the town in 1991 are 
trickling back—so far about 
4,000 out of a potential 
22,000 have returned—with- 
out triggering a total exodus 
of the town’s 10,000 Serbs. 
Some Serbs have left, “for a 
mixture of economic and se- 
curity reasons”, says one. But 
| in ex-Yugoslavia, people are 
grateful for small mercies. 
The anonymous threats that 
local Serbs found in their let- 
ter-boxes two years ago (“Go 
away or we will cut your 
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Danube’s bonny, bloody banks 


i a Zagreb 


CROATIA 





change would be for the better. That would 
be quite a gamble: even if Mr Simonenko’s 
policies of uniting with Russia and restoring 
Soviet-style socialism proved unsuccessful, 
just attempting them could be even more da- 
maging than Mr Kuchma’s misrule. 

Results from the parliamentary elec- 
tions in Georgia, a tenth Ukraine's size, are a 
touch more cheerful. The country is key to 
western plans about oil pipelines in the re- 
gion. Mr Shevardnadze's pro-western party 
did rather well, getting 42% of the vote and, 


EUROPE 
thanks to the country’s electoral system, an 
absolute majority of seats. That augurs well, 
too, for his chances in the presidential elec- 
tion due next year. 

As in Ukraine, there is plenty to criticise 
Georgia’s current rulers for, not least their 
understanding of political fair play. But a 
victory for the opposition Revival grouping 
might have been worse. Its leader, Aslan 
Abashidze, runs an odd and throughly auto- 
cratic mini-state, Ajaria, on the Black Sea bor- 
der with Turkey. He opposes Mr Shevard- 





throats slowly and tenderly”) have not 
been carried out. 

The fact that some Serbs and some 
Croats coexist in the wreckage of Vukovar 
has been a source of defensive pride for 
Croatia’s government as it squirms under 
the spotlight of the western world’s de- 
mocracy-inspectors, in the approach to a 
general election due on December 22nd. 
Once America’s closest partner in the re- 
gion, President Franjo Tudjman—who had 
an urgent abdominal operation this 
week—is under fire for failing to behave as 
a western protégé should. 

In particular, his wrist has been 
slapped for obstructing the return to Croa- 
tia of ethnic Serbs displaced by war; for 
bullying the media; and for failing to co- 
operate fully over the extradition of war- 
crimes suspects. He has also been suspect- 
ed of maintaining a sneaking friendship 
with Serbia. Though he rejects all the other 
charges, Mr Tudjman recently acknowl- 
edged he was keen to develop ties with his 
country’s old foe. Serbia’s internal affairs 
were not his business. 


Osi jek e 
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Vukovar 





The need for day-to-day co-operation 
between the two countries is obvious in 
places like Vukovar. Despite the rivers of 
blood that have been shed, the mayors on 
both sides of the border, as well as in neigh- 
bouring Hungary, know each other and 
want to talk about practical matters—like 
how to manage rivers of the other kind. 

But since Nato’s bombing of Serbia 
(endorsed more keenly by Croatia's image- 
conscious foreign minister, Mate Granic, 
than by Mr Tudjman) the rift between Ser- 
bia and Croatia has widened again. Vuko- 
var seemed a world away when, last 
month, a floating conference on religion 
and the environment passed through the 
250,000-strong city of Novi Sad, capital of 
Serbia’s northern Vojvodina province, 
some 80km (50 miles) down the river. 

Novi Sad’s war wounds are much more 
recent but less visible than Vukovar’s. They 
were inflicted, with relative precision, by 
NATO, but their economic consequences 
are being felt much more widely. The city’s 
three main bridges across the Danube 
have been reduced to twisted wrecks, 
blocking the river and ruining the liveli- 
hood of shippers in Hungary, Romania 
and Bulgaria. Another naro target was the 
oil refinery, pounded in the final days of 
the Kosovo war. As a result, 
| oil is seeping down through 
the soil and could poison the 
city’s drinking water. 

Both the seepage and the 
river debris would be more 
manageable if the political 
logjam over aid to Serbia 
were broken. President Slob- 
odan Milosevic has refused 
international help toclear the 
wrecked bridges unless he 
also gets help to build new 
ones, The United States has 
opposed giving aid for just 
about anything so long as he 
is in power. On November 
3rd, however, the Americans 
said that a fair election in Ser- 
bia would be enough to have 
most sanctions lifted. If so, 
the Danube might flow more 
freely—and cleanly—again. 
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nadze’s zeal for joining the European Union 
and NATO: 

Still, in both Ukraine and Georgia one big 
loser was democracy. Outside observers 
criticised the conduct of the campaigns: the 
main media slavishly backed the govern- 
ment, public officials campaigned vigor- 
ously, dirty tricks abounded. The West looks 
vulnerable to charges that—as with Russia— 
it preaches democracy but practises geopoli- 
tics. Today’s sighs of relief now may be fol- 
lowed by gasps of dismay later. 
oes n OPEET EEIE | 





Hungary 


The price of 
power 


BUDAPEST 


HEN Viktor Orban and his centre- 

right Fidesz Party took charge of Hun- 
gary in July last year, some feared that the 
new government might slow down its So- 
cialist-led predecessor's market reforms. The 
fears may yet be justified, but for an unex- 
pected reason. The Fidesz dog has been in- 
creasingly wagged by its tail—its coalition 
partner, the agrarian, right-wing and popu- 
list Smallholders’ Party. In recent months 
Smallholder-led ministries have overspent 
the agriculture budget, tried to ban all dairy 
imports, and nearly lost a large amount of 
money on offer from the European Union. 

Over many of these episodes looms the 
larger-than-life figure of the Smaliholders’ 
leader, Jozsef Torgyan. A former lawyer in 
. his6os, Mr Torgyan brings to the government 
an older type of Hungarian nationalist con- 
servatism to challenge the more liberal incli- 
nations of the Fidesz’s youngsters. Young Mr 
Orban—he is 36—is being hobbled. 

Mr Torgyan, who fancies himself as 
Hungary’s next president, can sometimes 
display an almost surreal detachment from 
reality. In July, he announced that his party 
would win the next general election, in 2002, 
even though its 6% rating in the opinion polls 
is a bare percentage point above the thresh- 
old for getting any seats in parliament at all. 
He has bizarrely claimed that Hungary’s in- 
tellectuals were flocking to support the 
Smallholders because they disapproved of 
Fidesz’s plan to remove agricultural colleges 
from the sway of Mr Torgyan’s agriculture 
ministry. And when Fidesz wanted to trans- 
fer the country’s state-run football clubs toa 
new (Fidesz-run) youth-and-sports minis- 
try, Mr Torgyan replied that he ought to keep 
the honorary presidency of—and the right to 
subsidise—Ferencvaros, a popular club 
linked to the farm ministry. 

Farm-support spending tripled in the 
first three months of this year, and the agri- 
culture ministry’s budget of 124 billion fo- 
rints ($513m) was all spent by the end of June. 
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because his partners refused to let the agri- 
cultural part of it be more than trebled. He 
has now grudgingly accepted a mere dou- 
bling, though that is a lot more than the fi- 
nance ministry said it could allow. Eyebrows 
also shot up in July when his ministry tried 
to ban all dairy-product imports, claiming 
that some had been found to be contamin- 
ated. A horrified economics minister got the 
ban lifted before it could take effect and 
breach Hungary’s Eu commitments. 

The Smallholders’ curious behaviour 
does not end with Hungary’s own money. 
The Eu’s ambassador in Budapest, Michael 
Lake, recently assailed the government's 
handling of £u grants under the Phare pro- 
gramme of aid to ex-communist countries. 
The process, mostly run by Smallholders in 
the farm and environment ministries and 
the special Phare office, had been, he said, a 
near-catastrophe. Half the money provided 
in 1996's three-year programme was notallo- 
cated until this September, the last possible 
moment. Even with a last-minute rush, 
€8.8m ($9.2m) in free money was lost. 

Why does Mr Orban put up with all this? 
Partly, perhaps, because he and some of 
those around him quite like Mr Torgyan’s 
version of “compassionate conservatism”. 
Mr Orban has said that in 1995 the Socialists 
enforced their painful if largely successful 
austerity measures solely to show their ad- 
visers’ familiarity with the “latest fashion- 
able economic theories”, He has fostered 
protests against insurance companies that 
refused to pay compensation to uninsured 
flood victims. He has also cheered on some 
Smallholders’ dislike of the central bank’s 
eminently solid governor, Gyorgy Suranyi, 
ostensibly for his alleged shortcomings in in- 
vestigating losses at the bank’s commercial 
subsidiary in Vienna. 

The true answer, however, may be sim- 
pler. Mr Orban needs the Smallholders to 
keep his government in office. The Small- 
holders are an uncommonly assertive little 
party. Overspending and incompetence by 
its ministers may be the price that Fidesz 
pays to stay in power. 





Polish education 


Brain drain 


KRAKOW 


ROFESSOR PIOTR PETELENZ looks like 

everyone’s favourite scientist. A quiff of 
unruly hair, a leather jacket buttoned all the 
way up, and an affably forensic manner. He 
sits in his office at the chemistry faculty of 
the Jagiellonian University in Krakow, Po- 
land's equivalent of Oxford, issuing forth the 
battlecry of Central European boffins. “Po- 
land has no chance of economic success in 
the long run,” he says, “if it does not invest in 


Mr Torgyan opposed next year's budget plan 
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Would Copernicus have got a grant? 


serious and fundamental research.” 

Poland has brains. Recent surveys sug- 
gest that Polish science, especially physics 
and chemistry, still ranks among the world’s 
best. The country’s academic inheritance is 
especially visible in Krakow, with its 15 insti- 
tutes of higher education and no,000 stu- 
dents. The Jagiellonian University, replete 
with medieval cloisters and grand lecture 
halls, has been going strong since it was re- 
founded in 1400 (after a first start in 1364). 
Copernicus studied here; so did the present 
pope. It was here too that chemists first ob- 
tained liquid oxygen and liquid nitrogen, 
opening the way to modern low-tempera- 
ture physics. 

Nor does Polish science lack rhetorical 
support. Last year Alexander Kwasniewski, 
Poland’s president, boldly declared that 
“anything that enlarges the budget of Polish 
science will be signed by me immediately.” 
Not to be outdone, Jerzy Buzek, the prime 
minister, vowed that “Polish science will 
gradually receive more financial aid.” Yet the 
science budget, as elsewhere in Central Eu- 
rope, is a soft target for a government still 
struggling to shut down old industries and to 
fend off malcontents—doctors and teachers 
to the fore—whose salaries, in real terms, 
have been shrinking. 

In any event, Poland’s entire science 
spending is less than the budget of a single 
middle-sized American university. Poland 
spends three times less than the oecp aver- 
age on science, relative to Gop. Whereas 
France, per person, spends $460 year on re- 
search and development, Poland spends 
only $46. Private industry has yet to help out: 
whereas private funds in Japan, for example, 
pay for 75% of all research, the figure in Po- 
land is under 5%. 

Even ifa Polish research team does make 
a discovery, it is expensive to patent interna- 
tionally and hard, usually, to bring to the 
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market. In America, it costs a good $10,000 in 
legal fees to establish a patent, more to hold 
on to one. In poor Poland, western compa- 
nies are quick to pounce. Some buy Polish in- 
novations (in genetics, for instance) for a 
song, others are happy to wait until patents 
expire, then grab the technology. 

Still, some things have improved since 
communist days. Scientists genuinely com- 
pete for grants; meddling party apparatchiks 
have gone. Many boffins co-operate with 
western universities. Scientists lucky enough 
to get research money equip their laborato- 
ries with the latest western equipment. The 
Internet informs even poor laboratories 
about the latest scientific breakthroughs. 

Low pay inscience is a big disincentive to 
stay in Poland. A professor at the Jagiellon- 
ian University earns around 2,400 zlotys 
($575) a month. Many of the brightest young 
researchers now prefer to look for jobs in the 
West or go into business in Poland. Fresh 
blood to replace them is hard to find. More 





Spain 


and more students are choosing to attend 
Poland’s burgeoning new private universi- 
ties, which offer marketable vocational de- 
grees rather than the intellectually laudable 
but unlucrative theoretical science. Mean- 
while the number of research scientists has 
shrunk from 70,000 in communist times to 
55,000 today. “In ten years,” predicts one pro- 
fessor, “my department will collapse.” 

What can be done? A patents office to 
help scientists would help, along with more 
foreign investment. The government is set- 
ting up agencies to promote and underwrite 
technical innovation in the private sector. 
Technical universities such as the Warsaw 
Institute of Technology are making agree- 
ments with foreign companies like Siemens 
and Daewoo. The Jagiellonian University is 
marking its 600th anniversary next year by 
opening the first buildings on anew campus, 
toinclude a centre for molecular biology and 
a technology park, bang next door to the 
Papal Theological Institute. 
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A period of calm and turbulence 


MADRID 


LESS phlegmatic man than Spain’s prime 

minister, Jose Maria Aznar, might be 
having a few autumn jitters. Peace talks with 
Spain’s Basque separatists are awkwardly 
stalled, his conservative People’s Party fared 
rather poorly in a recent election in Catalo- 
nia, and the annual inflation rate, though 
merely 2.5%, has gone up fast enough to rattle 
some of his economic advisers. Yet, with a 
general election just six months away, Mr 
Aznar still says he is “the calmest man in 
Spain”. Should he be jumpier? 

Yes and no. If you scan the opinion polls 
and peruse a recent survey by Spain's on- 
the-ball Centre for Sociological Investiga- 
tion, things look pretty good for Mr Aznar. 
The polls give him a lead of about 5% over the 
Socialists. The survey suggests that some 70% 
of Spaniards reckon that Spain’s economy 
and government are doing fairly well or bet- 
ter. The economy is growing nicely, at an ex- 
pected 3.7% this year. Mr Aznar, though stilla 
bit dull, is respected. 

He is peacefully containing the Basque 
problem. The main thing, for Mr Aznar polit- 
ically and for Spaniards generally, is that the 
truce declared 13 months ago by eta, the 
Basque separatist terror movement, has 
held. Sporadic street violence goes on in the 
Basque region; politicians there are still 
threatened; but the killings seem—touch 
wood—to be over. It is proving hard to find a 
way of nailing down a permanent peace, but 
most Spaniards, especially outside the 
Basque region, reckon Mr Aznar is right to be 
generally cautious. 

Still, the permanent settlement that ev- 
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Aznar generally disagrees 


ery Spanish prime minister hopes for is 
provingelusive. At the end of last month, Mr 
Aznar rejected a setof conditions put by ETA 
for more talks after an exploratory exchange 
in May. The separatists want the government 
to accept a Basque “right to self-determina- 
tion”. They imply that the government 
should be bound by any referendum, pre- 
sumably including one on independence. 
They want the government in Madrid to ac- 
cepta timetable by which the Spanish police 
would leave the Basque region. They wantall 
400 Or SO ETA terrorists in Spanish prisons to 


"we <== Ter 


be freed. And they insist that their delega- 
tion in proposed talks with the government 
should be made up of a particular trio of con- 
victed terrorists, one of whom once tried to 
kill King Juan Carlos. 

Mr Aznaris unwilling to accept any such 
terms, especially since era has yet to dis- 
avow violence unconditionally. Meanwhile, 
Spain’s tough interior minister, Jaime Oreja 
Mayor, himself a Basque, continues to have 
suspected ETA guerillas rounded up, includ- 
ing one captured in France who had taken 
part in a discreet meeting with Spanish gov- 
ernment officials in May. 

Still, Mr Aznar has made some concilia- 
tory gestures. He has agreed to move ETA 
prisoners closer to home. And he has given 
ETA exiles abroad the chance tocome back to 
Spain. But his biggest difficulty is in offering 
the Basques “self-determination” beyond 
the wide autonomy they already have, since 
this, with its implication of allowing ulti- 
mate complete independence, would mean 
amending the current constitution. 

In any event, Mr Aznar is finding it al- 
mostas hard to handle the mainstream (and 
peaceful) Basque Nationalist Party, which 
still has the biggest support in the Basque re- 
gion (22% in the summer elections to the Eu- 
ropean Parliament against 19.5% for ETA’s 
group). But the Basque Nationalists’ support 
is eroding as the stock of ETA, in its peace 
mode, goes up. They like to take credit for 
drawing ETA into a peace process in the first 
place, and sound furious that the govern- 
mentis not giving more ground in response. 

Actually, Mr Aznar gets along better with 
the Basque Nationalists than their angry 
words suggest. After all, they still support his 
minority government in the Madrid parlia- 
ment. Last month they helped to pass a draft 
budget for next year. But Mr Aznar’s reliance 
on conservative regional parties, both 
Basque and Catalan, to prop up his govem- 
ment in Madrid has a worrying price. 

This was illustrated by his own People’s 
Party’s showing in last month’s election to 
Catalonia’s regional assembly. For the first 
time for many years, the Socialist Party, un- 
der Pasqual Maragall, a former mayor of Bar- 
celona, won more votes than Catalonia’s 
conservative nationalists under their long- 
serving leader, Jordi Pujol, who nonetheless 
(because of the voting system) won more 
seats in the assembly. Mr Aznar’s party lost 
ground because many non-Catalan voters 
who had previously voted for it were put off 
by Mr Aznar being toocosy—as they saw it— 
with Mr Pujol’s nationalists. 

Another trend should worry Mr Aznar. 
Unusually, Catalonia’s Socialists stood on a 
joint platform with the ex-communists of 
the Initiative for Catalonia, whose support 
has been dipping. In national elections, the 
Socialists have refused to team up with ex- 
communists. But, thanks to Catalonia, that 
may change: bad news, again, for Mr Aznar. 
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A sad adieu to Dominique Strauss-Kahn 


ITTLE more than a week ago, in that rarefied world where gov- 
ernments distil their cocktails of politics and economics, Dom- 
inique Strauss-Kahn, who resigned as France’s finance minister on 
November 2nd, was the envy of his colleagues: a report by the mr, 
passed on to the press at Mr Strauss-Kahn’s immodest request, was 
merely the latest plaudit to his handling of the economy. Indeed, 
the Fund’s only real criticism was of France's forthcoming 35-hour 
working week—for which, at least in private, Mr Strauss-Kahn has 
never had much time. Surely psx, as the politically trendy like to 
call him, could extend a business trip to Vietnam with a couple of 
days’ well-deserved holiday. 

Alas, no. Even as the ımr’s favourable findings were being 
trumpeted, so was the news that the Paris prosecution service was 
asking for psk to be formally investigated for fraud. The stay in 
Vietnam was curtailed in favour of an 
early meeting back in Paris with the 
prime minister, Lionel Jospin. Two 
days later, Mr Strauss-Kahn, normally 
so suave but now simply grim, stood 
before the cameras and his dispirited, 
almost shell-shocked staff to hand in 
his cards “because of morality and a 
sense of responsibility. For me, it is in- 
conceivable that a minister can stay in 
office when there is the slightest hint of 
a judicial procedure that might affect 
the whole government.” 

In which case, when can this par- 
ticular minister return to office? Few 
would bet that psx will satisfy the le- 
gal scrutineers quickly enough to be 
back in government within weeks, 
rather than months or years. Pride, it 
seems, has truly come before a fall. 

But the pride, at least, is justified. In 
a coalition government that marries 
Socialists of varying hues with Greens 
and Communists, the urbane psx was 
the pragrnatic intellectual, able some- 
how to persuade suspicious ideo- 
logues of the need toembrace the euro, 
privatise state champions, cut taxes, al- 
low stock options—all, admittedly, 
within a programme that also aimed at 
£U-wide tax harmonisation and posited that free markets should 
be tamed. Moreover, the polyglot Mr Strauss-Kahn, fluent in Ger- 
man, English and Spanish, and with a (third) wife, Anne Sinclair, 
who until 1997 had her own political chat-show on television, was 
the perfect man to smooth-talk journalists and placate suspicious 
foreigners. Who else could be on easy terms with the mutually in- 
compatible Gordon Brown of Britain and Oskar Lafontaine of 
Germany (who even out of office has kept in touch)? Perhaps it 
helps to have had an academic past, writing articles with titles 
such as “The savings-consumption arbitrage in French economet- 
ric models” and “Saving and social security: a tentative survey”. 

Whether the fall is justified is another matter. Shortly before 
the Socialists’ victory in the general election of 1997, a student in- 
surance fund known as mner paid Mr Strauss-Kahn FFr603,000 
($112,000) for legal help in arranging for Compagnie Générale des 
Eaux (now Vivendi) to inject some much-needed capital into an 
MNEF subsidiary that dealt in property. The allegation is that psx 
did no actual work, and that mNer’s documents were forgeries, 








pre-dated to turn fiction into fact and so toexplain payments into 
either Mr Strauss-Kahn’s own pockets or those of the Socialist 
Party. For his part, Mr Strauss-Kahn insists that he has records, cer- 
tified as reasonable by a former president of the bar, for eight 
hours’ work a month over 25 months. “If lam resigning, and I say it 
with conviction, it is in no way because I feel guilty As a citizen, I 
want now to be able toexplain myself quickly before the judiciary, 
not just on the reality of my work or my honorariums but also on 
any irregularities of form that may have been committed.” 

At which point the cynics may yawn. Perhaps this will be yet 
another French political scandal, albeit small beer compared with 
some previous pots de vin, destined to drag through the years as 
the judicial system bends this way and that to the pressures of pol- 
itics. The mayor of Paris, Jean Tiberi, and his wife Xaviére are at last 
in the courtroom, some three years 
after a brave examining magistrate 
searched their flat (with the police un- 
willing to accompany him) for evi- 
dence of corruption in a case that has 
also implicated a former conservative 
prime minister, Alain Juppé, and 
could yet involve Jacques Chirac, a 
former mayor of Paris who then rose 
to be president. 

However, national cultures do not 
change overnight, so why bother 
about the cynics and their justified 
suspicion that, in the end, neither left 
nor right in France will legislate for a 
genuine reform of the judicial system? 
More important in the short term is 
the political fall-out from Mr Strauss- 
Kahn’s departure. 

With luck, the damage to the Jos- 
pin government will be only tempo- 
rary. Certainly, psx might well have 
stood for mayor of Paris in 2001, per- 
haps prising the capital from right- 
wing control; and in 2002, when Mr 
Jospin seems set to stand against Mr 
Chirac for the presidency, psk might 
have made a convincing, reassuring 
prime minister. But by allowing (or 
persuading?) his loyal friend to resign 
on whatamounts to a point of principle—a notion with scant pre- 
cedentin France—Mr Jospin has kept his pledge to have a “moral” 
government. So long as the economy keeps charging ahead and 
the right keep fighting among themselves, Mr Jospin may feel san- 
guine enough. 

But his optimism may be misplaced. One reason for the suc- 
cess and popularity of the Jospin government was that psx at fi- 
nance was a counterweight to Martine Aubry, the 35-hour week’s 
forceful proponent, at the labour ministry. If the new finance min- 
ister, Christian Sautter, lacks the kilos to keep the government’s 
balance, Mr Jospin will surely be tempted to interfere himself. And 
unhappily for those who want a modern, deregulating France ina 
modern, deregulating £u, the prime minister’s instincts tie him to 
what Tony Blair would call “Old Socialism”. 

In short, Mr Strauss-Kahn will be missed. Just before he bowed 
out, he had predicted: “If we don’t do anything stupid, France can 
enjoy rather a long period of growth—six or seven years or so.” 
Whata pity if his own mistakes risk stunting that growth. 
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Undoing Britain 


He to describe what is happening to Britain? 
Let's start with the flag, and then move—via a 
psychiatrist's couch—to discussing a skeleton. 

In 1997, British Airways decided to scrub the Un- 
ion Jack off the tails of its airliners and replace Brit- 
ain’s flag with pictures of jackals from Africa and 
other ethnic designs. Its chief executive, Bob Ayling, 
said that the airline was no longer a British company 
with global operations, but a global company that 
happened to be headquartered in Britain: “We are 
proud to have been born and raised in Britain,” he 
explained. “But we want to show Britain as modern, 
not imperial...We still have our Beefeaters, but we 
now lead the world in restaurants and in fashion.” 

With 60% of his business coming from non- 
British customers, you can see what Mr Ayling was 
worried about. Lady Thatcher couldn't. The former 
prime minister made her displeasure known by 
draping her handkerchief over a model of the of- 
fending tail wing. 

She may have been more squeamish than most. 
Their flag has not lately meant much to the British. It 
is common in America for suburban flagpoles to 
sport Old Glory. In Britain, a householder who 
planted the Union Jack on his lawn would strike 
neighbours as barmy, or as a member of some right- 
wing sect. After Tony Blair’s election in May 1997, La- 
bour Party officials handed out little Union Jacks to 
party workers, who waved them on his arrival in 
Downing Street. Again, this would not seem out of 
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the ordinary in most other countries. Some British 
commentators found it contrived, and disturbing. 

Why do the British have trouble with their flag? 
Maybe they have outgrown the need for national 
emblems. Maybe Britain is as cosmopolitan and re- 
laxed as Mr Ayling wanted his airline to be. But there 
is a less comforting possibility. After the end of em- 
pire, it is possible that this flag no longer does the 
business. It is, anyway, an odd flag: a superimposi- 
tion of emblems—the crosses of St George (for Eng- 
land), St Andrew (for Scotland) and St Patrick (for 
Ireland). This flag reminds Britons that they are not 
so much a nation, and certainly not an ethnic na 
tion, as a political union of separate nations. 

The flags of the component nations seem to be 
enjoying a revival. Last summer, Britain launched a 
daring experiment in devolution. For the first time 
since 1707, the Scots now have their own Parliament 
in Edinburgh, and the Welsh their own national as- 
sembly in Cardiff. As a result, the Scottish saltire and 
the red dragon of Wales are much more in evidence. 
Soccer fans in England have taken to daubing their 
faces with the red-on-white English cross of St 
George. “That flag has been somewhere in the col- 
lective memory,” remarked one writer. “We all 
knew it was upin the attic somewhere, but we could 
not quite remember what it was for.” 

The other flag that is cropping up more com- 
monly in Britain is the star-spangled blue banner of 
the European Union. Again, the meaning of this flag 


Is one of the 
world’s most 
durable states 
dissolving itself? 
Peter David, our 
political editor, 
investigates 
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is mysterious. Like the United Kingdom, the Eu is a 
political arrangement. But it is an arrangement that 
keeps on changing—from what many Britons 
thought would be a mere common market when 
they joined in 1973 to a nascent political union 
which is now trying to build a common foreign and 
defence policy. The star-spangled blue banner is a 
flag that British people might one day be required to 
fight and die for. 

Does a muddle over flags signify that Britain is 


having an identity crisis? Foreigners never tire of 
Dean Acheson’s remark that Britain has lost an em- 
pire and never found a role. But the American secre- 
tary of state said this way back in 1962, when a lotof | 
British people now slipping into middle age had not | 
even been born. If you put Britain on a psychiatrists | 
couch today, you would find little trace of post- 
imperial trauma. With the economy humming nice- 
ly under a popular government, Britain has seldom 
seemed less troubled about where it stands in the 





All power to Strasbourg? 


OBIN COOK, Britain’s foreign secre- 

tary, says the high tide of European 
integration has passed. A poll conduct- 
ed for this survey by Mori suggests that 
few British people agree. Those who ex- 
pect the European Parliament and Un- 
ion to have the most power over their 
lives in 20 years’ time outnumber those 
who expect the Westminster Parliament 
to have most power by two to one. 

We asked which body—their local 
council, regional parliament or assem- 
bly, the Westminster Parliament, or the 
European Parliament and European Un- 
ion—people expected to have most in- 
fluence in 20 years’ time. Some 44% 
thought the European Parliament and 
the eu would have most influence, com- 
pared with 22% who chose the West- 


minster Parliament. Only 8% of the Scots 
in our survey thought Westminster 
would have most power, compared 
with 46% who chose the new Scottish 
Parliament and 31% who chose the £u. 

In England, where the government 
has said it might create regional assem- 
blies, a mere 9% of people expected 
these to become dominant, compared 
with 46% who thought the European 
Parliament would have more power ov- 
er them and 23% who chose Westmin- 
ster. The Welsh expected power to be 
spread more evenly between Cardiff, 
London and Strasbourg, but again the 
European Parliament came top. 

The British expect the Eu to become 
dominant in their lives, but do not iden- 
tify with Europe as strongly as with Brit- 


ain or their local region. In the country 
as a whole, 40% identified with Britain 
but only 16% with Europe. “Britain” itself 
commands less loyalty than do the sep- 
arate nations. A large majority in Scot- 
land (72%) and Wales (81%) identified 
with their own nations, compared with 
only 18% (Scotland) and 27% (Wales) who 
identified with Britain. Only in England, 
by a tiny margin, do people put British 
identity first. 

With the eu moving towards closer 
co-operation on foreign policy, we asked 
people whether they thought Europe, 
the Commonwealth or America would 
be Britain’s most reliable ally. A large 
majority (59%) chose America over Eu- 
rope (16%). For fun, we also asked which 
country had most to teach Britain about 
economics and democracy. Germany 
and America scored well, but few Brit- 
ons think they can learn from France. 
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world. One visiting journalist caught the mood of 
relaxed hedonism in an article for the New York 
Times. The British, he reported, had “finally stopped 
seeking a role and started getting a life”. 

But what if, instead of putting the whole of Brit- 
ain on the psychiatrist’s couch, you reserved the 
treatment for its “chattering classes” (Britain's dis- 
paraging term for its writers, politicians and intellec- 
tuals)? You would find a paradox. Just when most 
people look relaxed about politics, the chatterers are 
churning out angry books and pamphlets with titles 
such as “The Death of Britain” (by John Redwood, a 
Conservative politician); “The Abolition of Britain” 
(Peter Hitchens, a right-wing columnist); “How to be 
British” (Charles Moore, editor of a conservative 
newspaper); “Who Do We Think We Are?” (David 
Willetts, Conservative politician), and so on. As we 
shall see, it is no coincidence that the bulk of this 
soul-searching comes from the Conservative end of 
politics, which Mr Blairs New Labour Party 
smashed in the 1997 election. But the chatterers are 
not all on the right. And they are on to something. 


Rearranging a skeleton 

A political union that up-ends its political arrange- 
ments is running a risk. In just over two years of of- 
fice, New Labour has already introduced a dozen 
constitutional bills. Because they have been pushed 
piecemeal through Parliament by a government 
with an overwhelming majority, most have become 
law with little public controversy. Since their effect 
will come to be felt at different times, public opinion 
so far has been fairly untroubled. But their cum- 
ulative impact will be revolutionary. 

A state that has been highly centralised is pass- 
ing power downward (to regions and nations such 
as Scotland, Wales and Northern Ireland), sideways 
(to the Bank of England, which has been given free- 
dom to set monetary policy) and upward (to the Eu- 
ropean Union). The House of Commons is booting 
the hereditary peers out of the House of Lords. New 
systems of proportional representation have been 
introduced for elections in Scotland and Wales, and 
for the European Parliament, in place of Britain's 
time-honoured system of first-past-the-post. Lon- 
don—which already feels more like an independent 
republic than a capital city—is to get its first-ever 
elected mayor. Other cities may follow. 

Even if the programme of constitutional reform 
were to stop there, all this would add up to what its 
designers like to call “a new constitutional settle- 
ment”. But it is not going to stop there. Mr Blair has 
promised at some time (though here he is in no hur- 
ry) to hold yet another referendum, this one on 
whether to extend proportional representation to 
general elections. That would change the century- 
old pattern of British politics. A country in which 
power has swung like a pendulum between the 
Conservatives and Labour could become a country 
of multi-party coalitions. The Conservatives say that 
Mr Blair is doing this in order to make a permanent 
alliance with the Liberal Democrats and lock the To- 
ries out of power for ever. 

The pleasing finality of that phrase, “new consti- 
tutional settlement”, is therefore misplaced. There is 
nothing settled about it. Earlier this year, the Consti- 
tution Unit, a think-tank attached to University Col- 
lege, London, predicted that it would take a decade 
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Britons lament the loss of empire 


or more for the consequences of Mr Blair’s reforms 
to reveal themselves. And when they do, they may 
take their own inventor by surprise. 

This is big stuff. So why do so few people care? 
Partly because of habit. The British people are so lit- 
tle fascinated by the constitution that they never 
bothered to write one down. When pollsters ask the 
British what they worry about, the constitution 
comes a long way behind health, crime or the econ- 
omy. But this is only part of the explanation. The 
other is simply a time lag. Mr Blair is changing the 
skeleton of the constitution. It will take a while for 
the changes to show up in the body politic. 

The new parliaments and assemblies set up in 
Scotland, Wales and (if it is ever able to start work) 
Northern Ireland have not had time to make their 
presence felt. The English, who make up more than 
eight out of ten of the British population, were not 
consulted in the referendums which led to their cre- 
ation. Moreover, the new bodies have only just 
started work. Two are dominated by New Labour, 
so their relations with the New Labour government 
in Westminster have been fairly smooth. Far from 
heralding the break-up of the United Kingdom, de 
volution for Scotland and Wales has so far been a 
quiet affair, even a bit of a let-down. 

But this is only the beginning. Nobody knows 
how politics will look when the new parliaments 
flex their muscles, or when different parties rule in 
Cardiff, Edinburgh and Westminster. Nor will devo- 
lution remain of interest only to the peripheral na- 
tions. With power passing downward to the de- 
volved parliaments, and upward to the European 
Union, it is inevitable that Britain’s central political 
institutions will change as well. 

This could be painful. Britain is a highly cen- 
tralised state—more so, in the view of Vernon Bog- 
danor, of Oxford University, even than France, the 
paradigm of centralised government. He argues that 
until its recent experiment with devolution, Britain 
had been, among the stable democracies, the largest 
of the unitary states apart from Japan. No other de- 
mocracy sought to manage so large a population 
through a single parliament. This not only makes the 
internal devolution of power a difficult thing for 
Britain to get used to; it compounds its European dif- 























Why the devolution 
settlement is not 
stable 


ficulties as well. “Our conception of parliamentary 
sovereignty”, Mr Bogdanor says, “makes it difficult 
for us to accommodate ourselves to structures of 
government, such as that of the European Union, 
whose raison d’étre is that of power-sharing.” 
Devolution, constitutional reform, the rules of 
the Eu: these issues do not set conversations on fire 
in the saloon bar of the Dog and Duck. But add them 
together, and you find a nation rebuilding its consti- 
tutional skeleton from skull to toe. The alterations 
may be invisible for a while, but people sense the 





underlying change. In a poll for this survey (see box, 
page 4), Mori asked which body—their local coun- 
cil or parliament, the Westminster Parliament, or the 
European Parliament—people in Britain expected to 
have most influence over their lives in 20 years’ 
time. Almost half (44%) of respondents expected the 
European Parliament and the £u to have most influ- 
ence. Less than a quarter plumped for the Parlia- 
ment in Westminster. Britain is liable to look in the 
mirror one morning and find that it does not recog- 
nise itself any more. 





ARGARET THATCHER did not play well in 

Scotland. By the time New Labour came into 
office, disenchantment with Conservative rule had 
fed an appetite for independence. New Labour 
hoped the offer of a Scottish Parliament would de- 
flate the Scottish National Party, which wants Scot- 
land to break free from the United Kingdom. 

At first the offer seemed to backfire. For much of 
1998 it looked as if the nationalists might even win 
control of Scotland’s new Parliament in Edinburgh. 
In the event the snp fought a muddled campaign, 
and it was New Labour that came top in last May’s 
election, with 56 of the Parliament's 129 seats. Do- 
nald Dewar, formerly his Scottish secretary, left Mr 
Blair’s cabinet in London to become “first minister” 
of Scotland, where he governs in coalition with the 
Liberal Democrats (who won 17 seats). 

So the threat of Scottish secession has been seen 
off? These are early days. As Robert Hazell of the 
Constitution Unit points out, it has taken France 
and Spain between ten and 20 years to introduce re- 
gional assemblies, and in neither country has the 
system yet settled down. Besides, the snp, with 35 
seats in the Edinburgh Parliament, now seems en- 
trenched as Scotland’s principal opposition party. A 
democracy in which the main opposition party 
never wins an election would be a feeble thing, so at 
some time in the future the snp should win power. It 
says it would then put a referendum to Scotland’s 
voters, asking whether they want to leave the Un- 
ited Kingdom altogether. 

This does not mean that Scottish independence 
is inevitable. The Scots are perfectly capable of put- 
ting the snr into power in an election and then vot- 
ing against independence in a referendum. The peo- 
ple of Quebec, no less adamant about their distinct 
identity, have done exactly that in Canada. Devolu- 
tion has drawn the sting of separatists in Spain. But 
these and other countries with federal or quasi- 
federal systems of government have had to engage 
in a constant tug-of-war over power and resources 
between the centre and the regions. There are four 
strong reasons to suppose that this will happen in 
Britain, too. They concern money, Europe, the Eng- 
lish and the Welsh. 


The money question 

The generous law-making powers that have been 
devolved to the Scottish Parliament have not been 
matched by generous fiscal powers. Scotland is now 
in charge of its own policy on virtually everything 


except for foreign policy, defence, social security 
and macroeconomics. But its only tax power is to 
vary the basic rate of income tax set by Westminster 
upwards or downwards by three pence in the 
pound. In effect, this arrangement gives Scotland the 
power to call the tune without giving it the where- 
withal to pay the piper. The snp has flirted with the 
idea of taxing the Scots more heavily than the Eng- 
lish. But it will in future be tempting for Scottish pol- 
iticians of all parties to forgo their right to vary in- 
come tax, and blame their policy failures on 
inadequate funding from Westminster. 

The game has already begun. Mr Dewar’s Liber- 
al Democrat partners want him to abolish tuition 
fees for university students. But the fees were intro- 
duced by Mr Blair's government, of which Mr Dew- 
ar was previously a member. Abolishing them 
would poke a nasty hole in the Scottish govern- 
ment's finances. Much as the Scots hate tuition fees, 
they are not eager to raid other parts of their budget 
to pay for them. But nor can they expect help from 
England, whose students will still pay their tuition 
fees, and where a growing number of people are no- 
ticing that the Scots already do very nicely out of 
public spending. At present, tax revenue is dis- 
tributed around the United Kingdom on the basis of 
need, under the so-called Barnett formula, but this is 
now several decades out of date. Public spending 
per person is some 20% to 30% higher in Scotland 
than it is in England, even though many parts of 
Britain are poorer than Scotland. 

People in England may consider this transfer a 
small price to pay for keeping the union intact. It has 
not yet become an inflammatory issue. But it will. 
This is because the snr is duty bound to use the Scot- 
tish Parliament to stir up perpetual rancour be- 
tween Edinburgh and Westminster, in order to 
prove that devolution is no substitute for real inde- 
pendence. It will accuse Westminster of using its 
control of the purse strings to keep hold of the pow- 
ers that devolution pretended to hand over. And the 
more the snp agitates, the more people in England 
will wonder why a landlord has to pay rent to his 
surly lodger. 

To judge by the results of last May’s election, the 
Scottish appetite for independence is not yet strong. 
In an interview for this survey, Gordon Brown, the 
British chancellor and himself a Scotsman, said that 
support for the snp declined as the election neared 
because the party failed to give convincing answers 
to big questions about how it would run Scotland’s 
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economy. In the spring of 1998, about half of Scot- 
land’s voters told pollsters that they supported inde- 
pendence. By the time the election was held, fewer 
than one in three were in favour, Mr Brown expects 
support for the nationalists to decline further as its 
independence programme comes under closer scru- 
tiny in the Scottish Parliament. 


The Europe question 

But will it? Scotland’s nationalists may have fluffed 
one election, but in a by-election in Hamilton South 
in September they almost captured one of Labour's 
safest seats. They feel the tide of history is flowing 
their way, borne along by the European Union's ap- 
parently inexorable progress towards ever closer un- 
ion. Politicians in London may sneer at the idea of 
nations as small as Scotland (5m people), let alone 
Wales (3m), casting themselves adrift in a lonely 
world. But the Scottish Nationalists do not plan to be 
alone: they want Scotland to become a full member 
of the £u in its own right. So when Mr Brown asserts 
that Scotland is stronger as part of the United King- 
dom, the snp retorts that Scotland has less influence 
than small European nations such as Denmark, Fin- 
land, the Republic of Ireland and Luxembourg, 
which punch above their weight by virtue of being 
full members of the £u. 

Without the European Union, there would be 
gaping holes in the nationalist case. How would an 
independent Scotland defend itself? What currency 
would it use? How could it ensure access to overseas 
trade? It was questions such as these that impelled 
the Scots towards union with England in the 18th 
century, and gave all parts of the United Kingdom 
an interest in developing a shared British identity. 
But if they can shelter under the European umbrella, 
none of the above continues to apply. The eu prom- 
ises access to the world’s richest market, a common 
money and eventually a common foreign and de- 
fence policy. This may not make Scottish indepen- 
dence inevitable, but it gives the nationalists some 
good arguments. 

It also gives them a way to edge towards inde- 
pendence even before they win the argument in an 
election or referendum. At present, the Eu’s most 
powerful institution, the Council of Ministers, is a 
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forum of national governments. And yet the Eu has 
breathed new fire into Europe's regions. The bellows 
is not the Eu’s Committee of the Regions, which for 
the present is merely a consultative body. Nor, so 
far, has the £u’s commitment to “subsidiarity” (the 
principle that decisions should be taken at the low- 
est possible tier of government) been taken to mean 
pushing decisions below the level of national gov- 
ernments. But for more than 20 years the eu has op- 
erated a regional policy which has engaged local 
politicians from all over Britain in the business of 
bidding for funds. Mere local councillors were in no 
position to challenge the authority of the Depart- 
ment of Trade and Industry, which oversees Brit- 
ain’s negotiating strategy. Politicians from the new 
parliaments will feel differently. 

In principle, Welsh and Scottish ministers are 
supposed to support the British government's line 
when negotiating in Brussels. But that is not how 
real politics works. Devolution has given Scottish 
and Welsh politicians an interest in stressing their 
independent voice in Europe and bringing home the 
pork from Brussels. The snp has proposed creating a 
Scottish-European Joint Assembly, consisting of 
mspPs and Scottish members of the European Parlia- 
ment, to co-ordinate Scotland’s voice in Europe. In 
time, the nationalists hope (and our poll will give 
them courage), people in Scotland and Wales will 
see their relationship with Brussels as more impor- 
tant than that with Westminster. The Welsh nation- 
alists already berate the Blair government for not 
winning enough eu grants for Wales. 

It is not only the nationalist parties in Scotland 
and Wales that have a vested interest in stirring up 
trouble over devolution. So does the principal oppo- 
sition party in England. 

This is not something the Conservative leader, 
William Hague, can say openly. Before the 1997 refer- 
endum, the Tories opposed devolution in Scotland 
on the ground that this was a Pandora’s box that 
might lead to the dissolution of the United King- 
dom. Having lost that argument, Mr Hague says the 
“settled will” of his party is now to support the Scot- 
tish Parliament and to make devolution succeed. 
Still, since it was Labour that played Pandora, the To- 
ries are not averse to encouraging some of the de- 
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compli, Mr Hague is therefore demanding further 
constitutional changes to restore balance to a consti- 
tution which he accuses Labour of throwing out of 
kilter. In particular, he says, “The people of England 
now find themselves governed by political institu- 
tions that are manifestly unfair to them.” He points 
out, first, that although Scotland now has its own 
Parliament, it also has more than its fair share— 
measured by voters per seat—of mrs in the West- 
minster Parliament. (The government says it will re- 
duce the number of Scottish constituencies, but not 
until after the next election.) His second complaint is 
that, unlike the Scots, who now have full control ov- 
er most of their domestic legislation, the English do 
not have a similar exclusive say over laws that apply 
to England alone. 

Mr Hague is not the first person to notice this 
anomaly: it has been known in British constitution- 
al jargon as “the West Lothian question” since the 
(Labour) mp for that constituency raised it in the 
House of Commons in 1977. Nor does the gov- 
ernment deny that it is an anomaly. What the par- 
ties differ about is how much it matters. 

The Conservatives call the West Lothian ques- 
tion “a ticking bomb” under the constitution. And 
Mr Hague has given an example of how it might be 
detonated. Imagine that a British government did 
not have enough mps from English constituencies to 
give it an absolute majority in the House of Com- 
mons, but was able to command a majority thanks 
to its Mps from Scottish constituencies. Now imagine 
that this same government decided for some reason 
to enact some highly unpopular piece of legislation 
to do, say, with education or health, or some other 
area which the Scots now run for themselves from 
Edinburgh. In such circumstances, the Tories say, 
there would be an almighty outcry from English 
voters, who would rightly complain that a gov- 
ernment which depended on Scottish votes had no 
mandate to impose this law on England. 


Political genius 

Tosh, reply Mr Blair’s ministers. The present gov- 
ernment does not pretend that its devolution pro- 
gramme is symmetrical. But nor—with more than 
80% of its citizens in England—is the United King- 
dom itself. In such a union, New Labour says, it is 
the Scottish, Welsh and Irish minorities that need 
special reassurance, not the English with their per- 
manent majority. Insofar as the government’s re- 
forms are unbalanced, says Lord Irvine, the Lord 
Chancellor and a chief architect of the devolution 
settlement, this is deliberate: they reflect the “em- 
pirical political genius of our nation”, not some tidy 
and therefore unworkable master plan. That, he 
says, is why independent-minded Scotland has 


slenderest of whiskers, has ended up with a much 
smaller assembly with no primary law-making 
powers at all. 

So which is it, ticking time bomb or empirical 
political genius? Both arguments have merits. The 
new arrangements are indeed unfair to the English, 
just as the Conservatives say. Some such unfairness 
is indeed inevitable, just as Labour people say. But 
neither the opposition nor the government cares 
only about the merits. To make sense of this consti- 
tutional argument, it is necessary to remember that 
both parties have vital political interests at stake. 

Scotland is of special importance to Labour. Mr 
Blair won a landslide general election in 1997, but 
the only two previous elections in which the Labour 
Party won a majority of English seats as well as na- 
tional ones were in 1945 and 1966 (see chart). So the 
first half of Mr Hague’s detonation scenario is all too 
real: Labour governments have almost always de- 
pended on Scotland for their majority. This gives Mr 
Blair and his colleagues compelling reasons not to 
correct the alleged Scottish anomaly. 

The politics of devolution are no less delicate for 
the Conservatives. Their support in Scotland col- 
lapsed under the Tory governments of John Major 
and Margaret Thatcher. The Scots especially resent- 
ed the fact that Conservative governments that de- 
pended on English seats foisted the hated poll tax 
on Scotland. Today the Tories do not have a single 
MP from a Scottish constituency at Westminster. 
And they would have no msps in the Scottish Parlia- 
ment either but for the system of proportional rep- 
resentation that gave them “top-up” seats after they 
failed to win a single constituency outright. The 
Conservatives are now, perforce, an English party. 
This gives them every reason to squeeze the maxi- 
mum political advantage from any resentment the 
English may feel towards the Scots. 

Wales provides the fourth reason to expect a 
continuous tug of war between the centre and the 
regions. National feeling in Wales is much weaker 
that in Scotland—so much so that the nationalist 
party, Plaid Cymru, does not advocate outright in- . 
dependence from Britain. But this will not deter the 
party from trying to play catch-up with Scotland. 
The nationalists put in a strong performance in the 
election, capturing 17 seats in the 60-member As- 
sembly. They now want the Welsh Assembly to be 
given law-making and tax-varying powers like those 
of the Scottish Parliament. Like the snp in Scotland, 
and the Conservatives in England, the principal op- 
position party in Wales has a pressing need to dem- 
onstrate either that devolution as currently devised 
does not work properly, or that it does not go far 
enough. 
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The centre cannot hold 


HE money question, the Europe question and 
the English question will sour relations between 
Scotland and England for years to come. But devolu- 
tion, remember, is only one part of New Labour's 
far-reaching constitutional reforms. The nation’s 
central political institutions are being rearranged as 
well. Some bits of the reorganisation are part of a 
grand design. Others are semi-planned, or happen- 
ing by accident. Here are five examples. 
e A two-tier House of Commons. At one point, the 
Conservatives flirted—and some English national- 
ists still do—with the idea of answering the English 
question by demanding a separate English Parlia- 
| ment. Eventually Mr Hague acknowledged that this 
would move Britain too close to a fully federal gov- 
ernment, and might arouse the sort of English na- 
tionalism that could hasten the break-up of the Un- 
ited Kingdom. But he still insists that some way must 
be found to restore the balance in Westminster. His 
new proposal is not only to reduce the number of 
Scottish mrs, but also to ban that reduced contin- 
gent from voting on English bills. 

The second of these ideas has big implications. It 
means that a government with a majority in Britain, 
but not in England, might find itself unable to enact 
some of its “English” legislation. Given the Tories’ 
weakness in Scotland, only a Labour government is 
likely to face this predicament, which is why the To- 
ries love the idea and the government loathes it. 
Ministers protest that it would create two classes of 
MP at Westminster. Besides, they ask, don’t Scottish 
MPS have a legitimate interest in “English” matters 
such as education and health? Even after devolu- 
tion, it is, after all, the amount of money voted for 
education at Westminster that determines how big 
Scotland's slice will be. 








Uncool Britannia 
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Even so, opinion polls suggest that Mr Hague’s 
slogan of “English votes for English laws” may catch 
on. In April, eight out of ten people in England told a 
poll for the Daily Telegraph that they were not 
bothered about the over-representation of Scots in 
Mr Blair's government. But nearly three out of four 
supported the idea that the Scots’ mps at Westmin- 
ster should be banned from voting on purely Eng- 
lish legislation after devolution. At some point, the 
government will need to respond. 

e Regional parliaments in England. If Scotland and 
Wales can have their own parliament and assembly, 
why not the English regions? Mr Blair does not rule 
this out. The government has already created eight 
regional development agencies. Although these are 
unelected bodies without statutory powers, they 
have the potential to develop into something stron- 
ger. The government says that regions which show 
clear demand for them will be allowed to set up 
elected assemblies. In regions such as the North-East 
and North-West, cross-party constitutional conven- 
tions have quickly sprouted in order to demonstrate 
the required interest. But if elected assemblies come 
into being, nobody yet knows exactly what their 
powers will be, or how they will connect with exist- 
ing tiers of local government. A report in September 
by Charter 88, a pressure group that campaigns for 
constitutional reform, complained that the gov- 
ernment appeared “at best undecided—at worst 
confused and divided” on the future of regional 
government in England. 

e An elected senate. Reforming the House of Lords 
was always part of New Labour's grand constitu- 
tional design. But the only immediate reform it had 
in mind when it came into office was to abolish the 
right of hereditary peers to sit and vote in it. The new 
government deemed it mad in a democracy for peo- 
ple to inherit a place in the legislature. But then a lot 
of people began to ask how democratic the upper 
house would be if, minus the hereditaries, it were to 
consist only of people appointed to it, many by the 
government of the day. Against his will, but in order 
to deflect the accusation that he wanted to weaken 
the independence of the upper house, Mr Blair set 
up a royal commission to review what its new pow- 
ers and composition should be. 

This commission, due to report by the end of the 
year, is chaired by Lord Wakeham, a former Conser- 
vative minister known for a conservative cast of 
mind, Even so, it may propose more radical reform 
than Mr Blair originally wanted. Once the heredi- 
tary peers are cleared out, why retain a link with the 
peerage at all? A “senate” sounds much more New 
Labour than a “House of Lords”. Then there is devo- 
lution. A common purpose of upper houses in other 
countries is to bind member nations and regions 
into the national polity. Once you are reforming the 
Lords—and have just devolved many powers away 
from London—why not do the obvious thing and 
provide seats in the upper house for representatives 
from Scotland, Wales, Ulster and those nascent Eng- 
lish regions? And will any reform of the upper 
house be taken seriously if the government does not 
provide for at least some of its members to be elect- 
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reforms in 
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And the quarrelling 
Canutes 


ed, either directly or indirectly? 

In the eyes of many voters, an upper house with 

proper democratic credentials would be a great im- 
provement over the existing House of Lords. Even if 
its present powers of scrutiny and delay were un- 
changed, it would probably feel better able to exer- 
cise them than the existing house, compromised as it 
is by the presence of the hereditaries. Naturally, a 
stronger upper house is the last thing that a gov- 
ernment with a thumping majority in the lower one 
wants. But Mr Blair may yet find himself shamed 
into creating one. 
e A new style of party politics. The present Labour 
government might never have been elected but for 
its supreme effort in opposition to master its histori- 
cal tendency to factionalism. As prime minister, Mr 
Blair has therefore continued to impose strong cen- 
tral discipline, even though this has invited criticism 
that he is a “control freak”. By continuing to govern 
the party in this centralised manner, he hopes to 
make up for the loss of control that will result from 
the dispersal of power to the regions. 

He is not likely to succeed. In the new Britain, 
any London-based party that is seen to keep its Scot- 
tish or Welsh members under London’s thumb will 
be handing a sharp stick to the nationalists. Scottish 
nationalists mock Mr Dewar for being the too- 
obedient servant of a London-based party. In Wales, 
Plaid Cymru’s president, Dafydd Wigley, taunts 
Alun Michael, the (Labour) first minister, for presid- 
ing over a London-style “government by remote 
control”. Both men are now under constant pressure 
to prove their independence. Mr Dewar has had a 
series of quarrels with John Reid, the Scottish secre- 
tary in the British cabinet. Gradually, Mr Blair is 
finding that his writ no longer runs unchallenged in 
Scotland and Wales, even though it is his own party 
that runs both of those governments. 
eA supreme court. Conservative governments 
chose not to incorporate the European Convention 
on Human Rights into British law. “We have no 
need of a Bill of Rights because we have freedom,” 
Mr Major once said. Mr Blair has taken the less com- 
placent view that although British citizens are proud 
of their liberty to do whatever the law does not pro- 
hibit, this is not much protection against a gov- 
ernment that makes bad laws. New Labour has 
therefore passed a Human Rights Act, which makes 
the convention part of British law and allows British 
citizens to take rights cases to their own courts, in- 
stead of appealing to the European Court of Human 
Rights in Strasbourg. 

Again, this was part of the new government’s 


original design. But, again, it will have unintended 
consequences. The Human Rights Act changes the 
relationship between Parliament and the courts in 
Britain. This is not only because British judges will 
henceforth find themselves adjudicating on a wide 
range of politically sensitive issues. It is also because 
the Human Rights Act requires new laws to be test- 
ed for compliance with the European Convention. 
Out of deference to the British tradition of parlia- 
mentary sovereignty, Lord Irvine has ensured that 
courts do not have the power to overturn any law 
passed by Parliament, only to advise that it breaches 
the Convention. But this makes conflict between 
politicians and judges even more likely. 

What is more, the new arrangements expose a 
flaw in the keystone of Britain’s legal system. At pre- 
sent, the closest thing Britain has to a supreme court 
are the Law Lords. To the puzzlement of foreign ob- 
servers, these judges sit as members of the legisla- 
ture. Like all judges, they are given their jobs by the 
Lord Chancellor, who is himself a member of the 
cabinet, an appointee of the government of the day, 
and can sit as a senior judge himself. British democ- 
racy has muddled along for a long time without a 
formal separation of powers, but the Human Rights 
Act will test the old system to the limits. In private, 
some members of Mr Blair’s cabinet support the cre- 
ation of a proper supreme court, outside Parliament. 


Rearranging the bones 


Add it up: new rules for the Commons, a senate in 
place of the House of Lords, the possibility of region- 
al parliaments in England, the breakdown of inter- 
nal party discipline, moves towards the creation of a 
supreme court. These are indeed profound changes 
in the skeleton of the British constitution. But there is 
more. As the example of the supreme court shows, it 
is not just Labour’s constitutional plans that are re- 
arranging the bones and joints. The European Un- 
ion is also a powerful cause of change. 

Back in 1970, a Labour politician, Richard Cross- 
man, told an American audience that for Britain to 
go into Europe would be almost as difficult as mak- 
ing itself into one of America’s constituent states. “It 
might be true that in our local British problems we 
could retain our British ways,” he said. “But we 
couldn’t possibly retain our fusion of executive and 
legislature in our relations with the rest of Europe.” 
Four years later Lord Denning, an eminent constitu- 
tional lawyer, called the Treaty of Rome an “incom- 
ing tide” that flows into the estuaries and up the riv- 
ers. “It cannot be held back.” And that was even 
before the advent of the euro. 





Europe’s incoming tide 


HE eu is a work in progress. All its 15 members 

are struggling to decide how much national sov- 
ereignty they want to vest in this unprecedented su- 
pranational adventure, and just how far they meant 
to go when they signed up by treaty for “ever closer 
union”. But Britain is farther than most from mak- 
ing up its mind. It was the only big Eu country to opt 
out of the euro when the single currency was 
launched at the beginning of this year. And al- 


though the government favours joining when econ- 
omic conditions permit, it has promised to subject 
this decision to a referendum, which it might not 
win. Britain’s island history, its imperial history, its 
relationship with America, its memory of victory 
rather than defeat in the second world war—all 
these things make it hard for its people to share the 
ambitions of its eu partners in full. 

Those who argue for Britain to adopt Europe’s 
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single currency say that Britain’s lack of enthusiasm 
for the European adventure has already cost it dear; 
it habitually “misses the train”. And yet Britain has 
already been a paid-up member of the eu and its 
antecedent organisations for a quarter of a century, 
and membership has already had a profound im- 
pact on Britain's laws, government and politics, just 
as Crossman and Lord Denning said it would. As for 
“missing the train”, British governments have just as 
often leapt aboard it without notifying British voters 
about the final destination. 

In 1975, for example, the “yes” campaign litera- 
ture sent out for Harold Wilson’s referendum on 
Britain remaining in the Common Market said with 
false confidence that the threat of economic and 
monetary union, “which could have forced us to ac- 
cept fixed exchange rates for the pound, restricting 
economic growth and so putting jobs at risk...has 
been removed.” One of the young men casting his 
(yes) vote for the first time ever in that referendum 
was the young Tony Blair. As prime minister, Mr 
Blair now promises another referendum in which 
he will recommend monetary union—the very 
threat supposedly removed in 1975. 

Some of Britain’s Eurosceptics see all this as a de- 
liberate attempt to dupe the British people. And it is 
true that some prime ministers—the Conservatives’ 
Edward Heath, for one—thought it wise for domes- 
tic purposes to make light of the full federal ambi- 
tions of Britain's European partners. But what has 
really happened is less sinister. The European Un- 
ion’s progress towards ever closer union is one of 
history’s most ambitious journeys. It has chugged 
towards its destination one station at a time. One 
thing has then seemed to lead logically to another: 
from common market to single market to single cur- 
rency to possible political union. Given this history, 
it is little wonder—and it is right—that the British de- 
bate on whether to adopt the euro tums not only on 
the economic case for doing so, but also on the polit- 
ical consequences. 


Choose your money, pay for your choice 


For what they are worth, the economic arguments 
can be briefly summarised. Assume, heroically, that 
Britain’s economic cycle converges with those of the 
mainland and that Britain can join at a favourable 
exchange rate. Those in favour of monetary union 
say that adoption of the euro would reduce the ex- 
posure of British firms to exchange risk and reduce 
the transaction costs of doing business in Europe. It 
would provide Britain with a superior monetary 
policy run by the European Central Bank (ecs), and 
therefore lower inflation. It would encourage for- 
eigners to keep on investing in Britain’s businesses 
and factories, which they might not do if Britain re- 
mained semi-detached from the mainland, Joining 
the euro would ward off threats to the financial 
business of the City of London, and remove the dan- 
ger of countries within the euro zone retaliating 
against Britain for staying out. 

Those who oppose British membership ques- 
tion each of these propositions. Yes, transaction 
costs would fall, but not by much (less than 0.5% of 
Gpr, on most estimates), and that gain might be can- 
celled out by the costs of converting to a new curren- 
cy. As for exchange risk, Britain earns well over half 
its current-account receipts from outside the euro 
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Will the flag follow trade? 


area, so joining would not eliminate all exchange 
risk—and might make things worse if the euro’s vo- 
latility against the dollar were to increase. Foreign in- 
vestors have shown little sign of being deterred by 
Britain’s failure to adopt the euro. Britain attracts 
about a half of all outside direct investment bound 
for the £u. Britain’s attractions might fade if it be- 
came clear that it was staying out. But in a survey 
last July of the world’s largest companies by A.T. 
Kearney, a management consultancy, only 3% of the 
executives quizzed said they would cut investment 
if it did. The survey concluded that lower taxes and 
benign regulation had more influence on invest- 
ment decisions. 

Would Britain benefit from a superior monetary 
policy under the Ec? This is debatable. It is true that 
an independent monetary policy can be a curse if 
the freedom to devalue is misused, as Britain’s has 
been. In 1966 sterling traded at about DMu, but by 
1996 an independent British monetary policy had 
allowed this to slip to around DM2.2, an average de- 
preciation of 5% a year over 30 years. On the other 
hand, Britain’s performance may improve now that 
the Bank of England has the freedom to set interest 
rates. The markets have signalled their approval of 
this regime, introduced soon after Labour took of- 
fice, by pushing Britain’s long-term interest rates 
lower than Germany’s. And joining the euro would 
prevent Britain from setting interest rates tailored 
for its domestic economic circumstances: it would 
have to accept whatever monetary policy the ECB 
considered right for all the member countries. 

As for the City, some bankers are indeed wor- 
ried. But David Lascelles, co-director of the Centre 
for the Study of Financial Innovation, considers this 
a red herring: he sees little evidence that London will 
lose any more financial business to Paris and Frank- 
furt than would have migrated there anyway for 
other reasons. The politicians of euroland would not 
like the City to remain pre-eminent outside the euro, 
any more than the Americans liked the growth of 
the London-based Eurodollar market in the 1960s 
and 1970s. But what could they do about it? If they 
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introduced regulations that compelled euro busi- 
ness to be done within the emu zone, they would 
both breach the rules of the single market and alien- 
ate American-based investment banks. 

In short, the economic arguments—and there- 
fore much of informed opinion—are finely bal- 
anced. Britain’s engineering union supports entry; 
the public-service workers’ union opposes it. The 
Confederation of British Industry is for: its director- 
general says that it would make British firms more 
efficient by making price differences with foreign 
competitors more transparent. The Institute of Di- 
rectors is against: its director-general says that for 
Britain to become part of a one-size-fits-all mone- 
tary regime would be disastrous. Academic econo- 
mists are divided, too. A recent poll by The Econo- 
mist found 65% in favour, but also many eminent 
economists against. Wider public opinion is hostile. 
An tc poll in September found 57% of voters 
against membership and only 30% in favour. 


Sovereignty and the pound 


The economic arguments can anyway not be sepa- 
rated from bigger questions about the future of the 
European Union. Britain’s stay-outers say that the 
EU intends to become a United States of Europe and 
that the pound must be saved to prevent the aboli- 
tion of Britain. John Redwood, the Conservatives’ 
trade spokesman, calls the battle against the euro 
“an opportunity to halt the demise of our country 
and register our belief that Britain is worth keeping”. 
It is not only Tories who think this way. Frank Field, 
a former minister in Mr Blair's government, says 
that the decision on the euro is about “whether or 
not to close the book on Great Britain itself”. 

The joiners retort that it is absurd to fear the cre- 
ation of an identity-smothering United States of Eu- 
rope. Robin Cook, Britain’s foreign secretary, assert- 
ed in 1998 that the high tide of European integration 
had passed. Indeed, the joiners say that it is the scep- 
tics whose claims about their final destination are 
not to be trusted. Although most of the stay-outers 
claim that their intention is to remain inside the Eu 
but outside the euro, the joiners say that the real aim 
of the stay-outers is to get out of the Union itself. 
This is presumed to be a mad policy that would sep- 
arate Britain from its biggest market and end what 
little influence it still has in the world. 

What to make of this debate? Both sides are on 
weak ground. It is not at all evident that monetary 
union must lead inexorably to a European su- 
perstate and the end of British sovereignty. Joining 
the euro would of course require the British gov- 
ernment to surrender its remaining control of mone- 
tary policy. But this is a bit of sovereignty the joiners 
would gladly dispense with, since the power to set 
interest rates and devalue the currency is one which 
politicians routinely abuse, and which is limited 
anyway by the condition of international financial 
markets. 

Nor, though, is it evident that Mr Cook is right 
that the high tide of integration has passed. How can 
he know? Think how much the water has risen since 
the founding of the Coal and Steel Community in 
1951. In much of Europe, it is taken for granted that 
monetary union is a staging post on the way to fur- 
ther political integration. Hans Tietmeyer, a former 
Bundesbank president, once said that the European 





currency will lead to member nations transferring 
their sovereignty over financial and wage policy as 
well as monetary affairs: “It is an illusion to think 
that states can hold on to their autonomy.” 

In truth, both sides in the British debate are 
guessing about a future which Britain alone cannot 
control. The stay-outers guess that by giving up an 
independent monetary policy, Britain would gradu- 
ally lose its own fiscal policy too, because its £u part- 
ners are jealous of Britain’s lower standards of tax- 
ation and regulation, and will seek to harmonise 
taxes to remove this “unfair” trading advantage. In 
August, Frits Bolkestein, the new commissioner for 
the internal market, conceded that income tax was 
“deeply rooted in the social and political traditions 
of the member states” and did not need to be co- 
ordinated. But the stay-outers think the logic of a 
single currency points the other way, whatever the 
odd commissioner may say now. “The single curren- 
cy assumes that every country’s deficit is a matter 
for common concern, ” says Lord Lamont, a former 
Tory chancellor. 

Just as the economics of the euro cannot be sep- 
arated from the politics of the £u, so the destination 
of the eu is not preordained. This gives the joiners 
courage. Instead of just guessing about the £u’s fu- 
ture, why should Britain not shape it, by joining the 
euro and so acquiring a tighter purchase on the Un- 
ion’s levers of power? By staying in the £u, but out of 
the euro, goes the joiners’ refrain, Britain merely ex- 
cludes itself from many of the committees and gath- 
erings in which such decisions begin to form. Far 
better to be inside. Indeed, by joining the euro, might 
not Britain be able to take the lead? 

Mr Blair claims to believe he can. His timing has 
been good. He has marched on to the European 
stage just after Helmut Kohl and Jacques Delors, the 
two men who did most to steer the £u in recent 
years, have marched off it. Gerhard Schroder, Ger- 
many’s new chancellor, has yet to stamp his author- 
ity on his own party, let alone on his country and the 
Eu. At the European Commission, Romano Prodi, 
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the new head of the commission after the interlude 
of the ineffectual Jacques Santer, is still a new boy. 
So why should Britain's attractive young prime min- 
ister, unassailable at home and popular overseas, 
not step into the leadership vacuum? 

It is not impossible. But Britain is only one of 15 
member states, and formidable barriers stand in the 
way: the intimacy between France and Germany, 
Britain's own record of Euro-hesitation, and the pos- 
sibility that the other Europeans want eventually to 
create a United States of Europe after all. Nor is it ob- 
vious that Mr Blair will wield more influence over 
the European experiment as a full member of the 
euro club. Britain would get a member or two on the 
European Central Bank’s council, and its chancellor 
would be allowed to attend meetings of the euro- 
zone finance ministers. But these advantages need 
to be set against the great fillip which a British deci- 
sion to join the euro would give to the federal case. 


Recruiting for the third way 

Mr Blair is testing his influence already. To those 
who say that Britain would be clamping itself to 
continental economies with higher social costs, in- 
flexible labour markets and higher unemployment, 
he retorts that the Europeans are changing—partly 
through his example—in the direction of his “third 
way”, an attempt to combine American-style free- 
market enterprise with Europe’s tradition of social 
welfare. Peter Mandelson, a cabinet member, says 
that the purpose of minimum standards imposed 
by the eu must be to protect the weak, not to “level 
up the bottom half to the average”. 


It is not yet obvious that Europe will listen. Back 
in June, Mr Schroder did sign up for a Blairite “agen- 
da for social democracy” which calls for lighter tax- 
ation, lower public spending, deregulation and tax 
relief for business. But the German chancellor and 
his reforms are in trouble. And France’s prime minis- 
ter, Lionel Jospin, making no bones about his dis- 
dain for Blairism, claims to remain wedded to tradi- 
tional values of the French left: suspicion of free 
trade, a sceptical relationship with the United States, 
a good measure of state control of the market and 
international economic regulation. There is no rea- 
son to think that belonging to the euro will make a 
difference to Britain’s attempts to win this argument. 
The main change under Mr Blair so far is that Britain 
has edged closer to European norms by signing up 
to the labour-market regulations contained in the 
EU's “social chapter”. 

In the long run, Britain is not likely to be able to 
prevent the £u from mutating into a United States of 
Europe if that is the wish of most of its members, 
and its powers of persuasion may be no stronger in- 
side the euro than out. What if the fears of the stay- 
outers are confirmed? What if, as well as losing con- 
trol over monetary policy, Britain came to lose the 
power to set its own taxes, frame its own employ- 
ment law and so forth? What if Westminster contin- 
ued to devolve powers to the English regions? What 
would the elected government in Westminster then 
be left in charge of? Well, even a government that 
has given up the main instruments of economic pol- 
icy would at least still have the freedom to run its 
own foreign policy. Or would it? 





A power in the world 


OON after Bill Clinton became president, John 

Major followed prime-ministerial tradition by 
paying a call on Washington. Before their visitor ar- 
rived, the new president and his aides sat joshing in 
the Oval Office. “Don’t forget to say ‘special relation- 
ship’ when the-press comes in,” one of them joked. 
“Oh yes, the special relationship,” Mr Clinton said. 
“How could I forget?” Then he threw back his head 
and laughed. 

This hurtful story is told by Raymond Seitz, a 
friendly American observer of Britain, in a book 
about his experiences as America’s ambassador in 
London in the early 1990s (“Over Here”, Phoenix, 
1999). It sums up Britain’s decline. In the 17th cen- 
tury, England was a relatively unimportant regional 
power with primarily European interests. Industri- 
alisation and naval power turned it into a 19th- 
century colossus. For a while it ran the world’s big- 
gest empire. Then came the second world war, near- 
bankruptcy, the retreat from empire, the Suez fiasco 
of 1956 and—to avoid “overstretch”—the withdraw- 
al from east of Suez in the 1960s. 

Is Britain’s destiny now to revert to being the mi- 
nor regional power it was more than 200 years ago? 
Not yet. For the present, Britain is one of only five 
permanent members of the un Security Council. It 
is a member of the small (albeit growing) band of 
nuclear powers. Its armed forces are held to be more 
professional than those of most of its European al- 
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lies. Its successful war to recapture the Falkland Is- 
lands from Argentina in 1982 showed that it was still 
able to project force over long distances. 

But that war was a close-run thing, with the fla- 
vour of a last hurrah. Since then, British forces have 
fought overseas only in support of international or- 
ganisations-~such as the UN or NATO—or alongside 
the United States. By European standards, Britain 
made a disproportionate contribution to the evic- 
tion of Saddam Hussein from Kuwait, and Slobodan 
Milosevic’s Serb forces from Kosovo. But in neither 
case was there any question of its being able to act 
independently. To be a real power in the world, Brit- 
ain needs to act with allies. But which ones, the £u 
or the United States? 


Why choose? 


Mr Blair’s Conservative predecessors made no secret 
of their preference. Lady Thatcher saw herself as 
Ronald Reagan’s sterner half. And although John 
Major signed the Maastricht treaty, which suggests 
that the eu might in time develop a common foreign 
policy and a common defence, he made no secret of 
the fact that he had more faith in America and NATO 
than in Europe's faltering steps in this direction. Mr 
Blair has taken a different view. 

It is not that he has chosen the Europeans over 
the Americans. He simply thinks that no such choice 
needs to be made, because~-as Bill Clinton’s 
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wounding mirth suggests—Britain does not enjoy as 
special a relationship with America as nostalgia and 
wishful thinking made Conservative governments 
believe. Moreover, in Mr Blair's book, whatever im- 
portance Britain does have to America is only 
strengthened by being an influential member of the 
Eu. For what it is worth, Mr Seitz thinks so too. The 
former ambassador admires Britain’s deft manage- 
ment of its post-war decline: during the cold war it 
became “the ultimate been-there, done-that ally” 
for America. But now that the cold war is over, it is 
membership of the eu that makes Britain matter to 
the United States. 

Under New Labour, British foreign policy has 
therefore pushed in both directions. Mr Blair has 
upset his own left wing—and some eu partners—by 
continuing to send British pilots to bomb Iraq along- 
side the United States. But he has also led the Ev’s re- 
cent efforts to give itself an independent military ca- 
pacity of its own. At the end of 1998, following a 
summit in St Malo, the British and French gov- 
ernments declared that the £u needed a capacity for 
“autonomous action, backed up by credible mili- 
tary forces”. And in Washington last April, Britain 
prompted naro members to prepare for the pos- 
sibility of the Eu making use of NATO forces and 
equipment in operations which the Americans 
themselves might prefer not to join. 


Still pivotal, after all these years 


Does this mean that Mr Blair has accepted, as so ma- 
ny former British leaders could not, that Britain is 
now just another European power? Actually, no. It is 
true that he craves acceptance as a good European: 
his St Malo initiative was in part a way to keep his Eu 
partners sweet while going slow on the euro. But he 
also says that Britain can still play a big—his word is 
“pivotal”—part in the world. During the Kosovo 
war, he was as good as his word, deferring neither to 
America nor to the European powers, but thrusting 
himself into the limelight as the most hawkish 
member of the anti-Milosevic alliance. 

The war went well for Mr Blair, but it is a bit ear- 
ly to derive a moral from it. At one point his grand- 
standing threatened to trip him up. The Germans 
were annoyed by British-inspired speculation that 
NATO might have to fight on the ground to drive Serb 
forces from Kosovo. European greens and others on 
the left saw him—and some still do—as a Thatch- 
erite warmonger. Mr Clinton hated being upstaged. 
Pat Buchanan, a perennial American isolationist, 
spoke for many when he accused Mr Blair of being 
out to entangle the United States in a war in which 
Americans would end up dying. So despite Mr 
Blair’s claim that he acted as a bridge across the At- 
lantic, he came dangerously near to dropping Britain 
in it. “Punching above your weight” has its perils. 

Nor is it plain that Britain can really resolve its 
old dilemma—Europe or America?—merely by de- 
fining it away. The American State Department 
claims to like the idea of Britain getting closer to the 
EU. But there are dissenting voices in Washington. 
Peter Rodman, at the Nixon Centre, agrees that Brit- 
ain has played a “pivotal” role in American-Euro- 
pean relations, but says that so far it has done so by 
leaning against the rest of Europe and so preventing 
a transatlantic breach on issues such the Arab-Israeli 
conflict and the Gulf. Mr Rodman worries that this 





role is in danger because of the “strong gravitational 
pull” that Europe seems to exert over Mr Blair and 
his government. 

The ev is treaty-bound to make progress to- 
wards a common foreign and defence policy. NATO 
still exists. But European diplomats, including Brit- 
ish ones, have taken to talking about an “arc of in- 
stability”, stretching from Murmansk to Morocco, 
against which the Union must be able to protect it- 
self, perhaps on its own. As a first step, the eu has 
appointed Javier Solana, until recently NATO's secre- 
tary-general, as its first foreign-affairs “high repre- 
sentative”, and given him a small planning staff. 
This effort is still based on intergovernmental co- 
operation: every EU member retains the right of veto 
over anything that might entail military action. But 
in the longer run? 

British sceptics fear that their country might lose 
its freedom of manoeuvre. Michael Portillo, a former 
Conservative defence secretary, acknowledges that 
15 European countries acting together can in princi- 
ple achieve more than Britain on its own. But he 
wonders whether the need to act together might in 
practice become a reason for not acting at all. And a 
common ev defence policy could, over time, also 
prevent Britain from acting on its own—or in co- 
operation with the United States. It is naive, the 
sceptics say, to ignore the fact that some European 
statesmen are eager for Europe to assert itself as an 
independent power, and for the Americans to with- 
draw. That would not only leave a hugely expensive 
hole in Europe's defences; it would also leave most 
British people feeling isolated. A striking result of 
The Economist's poll is that 59% of Britons consider 
America Britain’s most reliable ally in a crisis. Only 
16% pay Europe that compliment. 


Destroying Britain to save it 


Besides, there is another way to look at Britain’s for- 
eign policy. Is it not possible that the main threat to 
Britain is the one posed by the eu itself? 

Sir John Coles, a former head of the diplomatic 
service, argues that Britain already has influence in 
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the world. He sees no reason why it should not for 
many years ahead remain a permanent member of 
the un Security Council, a member of the G7 group 
of rich countries, and a power with interests and as- 
sets all around the globe. No reason except for one, 
that is. The one thing that could threaten all of this 
would be the emergence of a central government of 
Europe, which would certainly want its own de- 
fence policy and armed forces, plus its own perma- 
nent seat at the Security Council. It follows, in Sir 
John’s logic, that Britain should not only strive to re- 
main outside such a central government for Europe, 
but also do whatever it can—for example, by staying 
out of the single currency—to prevent its creation. 
Charles Moore, editor of the Daily Telegraph, 
goes further. He complains that too much debate 


about Britain's future is expressed in terms of its 
“role” and “influence”. If you believe that these are 
what matters most, he says, you are bound to be 
pessimistic about a country that has lost its empire 
and can in future be only a second-rank power. 
Worse still, this preoccupation with power and in- 
fluence may lead Britain’s politicians to abandon 
what is distinctive in its political institutions in or- 
der to fit in with the European Union. On this view, 
what Britain’s foreign policy should really be about 
is not projecting power and influence overseas. It 
should be about maintaining Britain’s national in- 
dependence and identity. 

What makes these so distinctive? Enough pok- 
ing at the skeleton: it is time to return to the psychia- 
trist’s couch. 





Britain is different 


HO do you think you are today, John Bull? 

Few Britons say they are “Britons”. They tell 
foreigners they are British, or “Brits”. At home, they 
might call themselves English, Scottish, Welsh, Irish 
or Ulstermen. Even those who consider themselves 
British first would seldom say “Britons”. Fine to belt 
it out in lusty renderings of patriotic anthems such 
as James Thomson’s “Rule Britannia”. But in ordin- 
ary conversation? “Briton” evokes Queen Boadicea, 
painted with woad. It strikes a false note in a nation 
that is in no sense an ethnic nation but a political 
union of separate nations. 

This union has lasted for three centuries, but it is 
not immortal. In 1992, Linda Colley, a historian, 
wrote an influential book (“Britons”, Vintage) argu- 
ing that the English, Scottish and Welsh, united by a 
common investment in Protestantism, found it use- 
ful in the 18th century to develop a collective British 
identity in the face of a threatening France. But loyal- 
ty to the separate nations never quite disappeared. 
And the forces that pushed them together—religion, 
wars with the mainland, the building and preserva- 
tion of empire—have abated. Is it possible, especial- 
ly given the great experiment of the eu, that Britain 
might now choose to disinvent itself? 

The British state is under threat: from below, 
with the possibility that the component nations will 
grow apart; and from above, with the threat of pow- 
er and sovereignty leaching away to the suprana- 
tional or intergovernmental institutions of the Eu. 
The two dangers reinforce each other. To put this 
crudely, in the 18th century the Scots made a lucra- 
tive bargain with England that enabled the two na- 
tions to prosper jointly from the successes of a Brit- 
ish empire. With the empire gone, the Eu now gives 
the Scots an opportunity to dissolve the partnership 
with England and strike a new one with the Eu. 

Although it may so far be only the “chattering 
classes” who worry about these dangers, that will 
change. An unintended consequence of Mr Blair’s 
constitutional reforms has been to create circum- 
stances in which the main opposition to the New 
Labour government almost everywhere comes 
from nationalists. The principal opposition in Scot- 
land is a full-fledged separatist party eager to end 
the union. The principal opposition in Wales is a na- 
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tionalist party intent on wrenching more power 
from Westminster. And—irony of ironies—in Eng- 
land a Conservative and supposedly “unionist” 
party which has been all but expelled by the periph- 
eral nations now has every incentive to maximise 
whatever sense of grievance devolution and the £u 
may have aroused in the English themselves. 

This last point explains why most of the ago- 
nised books, pamphlets and articles bemoaning the 
“death” or “abolition” of Britain come from the 
Conservative end of politics. With Labour having 
stolen so many of their best ideas, the Conservatives 
are desperate to portray Mr Blair’s as the party that is 
breaking Britain up, and their own as the one that 
can put it back together again. English disaffection is 
their best chance and must therefore be stirred up. 
The Tories’ great hope is that if the docile English 
lion is provoked sufficiently it will lift its great head 
and roar them back into power. And what could be 
more provoking than the dismantling of the Eng- 
land-dominated state by means of devolution, con- 
stitutional reform, abolition of the pound, and the 
insidious whittling away of freedom, sovereignty 
and an independent foreign policy by the continual 
encroachments of the Eu? 


Parties and patrimony 


Because of this, the next general election in Britain 
will probably be fought less as a matter of left- 
versus-right than of nation-versus-Europe. It will be 
held in the shadow of Mr Blair's promise to call a ref- 
erendum on the euro. And although adopting the 
single currency need not mark a decisive renuncia- 
tion of British sovereignty beyond the technical 
sphere of monetary policy, giving up the pound will 
be the most visible, least reversible change in British 
national status since it joined the common market 
in 1973. As Lord Owen, a former (Labour) foreign sec- 
retary, puts it, the British will resist giving up the 
pound if they sense that to do so is to forgo some of 
the “essential sinews of nationhood”. For both par- 
ties, the risks are therefore huge. 

At present, public opinion is not only hostile to. 


joining the euro but also remarkably unenthusiastic 


about the eu itself. Polls show that if voters were 
asked today whether to stay in or get out, a little 


But maybe not as 


different as the 
Tories hope 
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more than 50% would favour staying and just under 
40% would want to leave. But the hostility seems 
skin-deep. Before the 1975 referendum, voters told 
pollsters that they were against staying in the com- 
mon market, but voted in favour by two to one 
when the government recommended it. If Mr Blair, 
an unusually popular prime minister, plucks up 
courage and deems the moment propitious, he 
stands a fair chance of winning a referendum and 
taking Britain into the single currency. 

Would that mark the end of Britain? That de- 
pends on what “Britain” is. For David Willetts, a 
Conservative theoretician, Britain has always been 
more of a market economy than its neighbours. It is 
a country of neighbourhoods and counties that you 
cannot combine into larger regions. Its identity is 
bound closely to its political institutions, which is 
why visitors to London send home postcards of 
Buckingham Palace and the House of Commons, 
whereas tourists in Paris rarely bother with the pres- 
idential palace. For John Redwood, another Conser- 
vative politician, Britain is the piratical, freedom- 
loving exception to the continental rule. “The British 
have usually been a more unruly, seafaring, adven- 
turous, enterprising people,” he says. “The continen- 
tals have been better drilled and have accepted rath- 
er more government.” 

It is no accident that these particular attempts to 
define the quintessence of Britishness make just 
about everything that the Labour government hap- 
pens to be doing—breaking Britain into regions, 
meddling with the constitution, cosying up to the 
eu—look like the antithesis of it. But Labour’s at- 
tempts to sum up what is distinctively British are no 
less partial. For Gordon Brown, the chancellor, Brit- 
ain is an outward-looking country, with a distinc- 
tive civil society, in which the state does not run 
people’s lives but which does not believe either in 
“pure, selfish individualism”. It is innovative and 
enterprising, but also believes in fair play. The es- 
sence of Britishness, in other words, just happens to 
dovetail perfectly with the present government's 
“third way”. New Labour once called itself “the po- 
litical arm of the British people”. Mr Willetts claims 
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A shortage of demons to exorcise 








that Conservatism is no mere ideology but “an ema- 
nation from...the central features and deepest cur- 
rents that run through national life”. 


A new sort of democracy 


These are parlour games. What does set Britain apart 
is its stability. The meaning of “Britain” and “British- 
ness” keeps changing. But, with the big exception of 
Ireland, Britain has for 300 years managed political 
change in a relatively undramatic way. It has been 
better than mainland Europe at producing success- 
ful representative institutions. Britain has not been 
invaded in modem times, and its democratic insti- 
tutions have long been accepted as legitimate. That 
is why the British find it harder than the French or 
the Germans to see the point of European political 
union. The British, and especially the English major- 
ity, have no memory of being victims, no nationalis- 
tic demons to exorcise. Though it may have cen- 
tralised too much power in its Parliament—Lord 
Hailsham, a Conservative Lord Chancellor, once 
called it an “elective dictatorship”—Britain’s consti- 
tution has at least given its people the power to elect 
or remove one set of politicians who controlled, 
from one place, the big issues of national life: the 
economy, foreign policy and so on. 

For better or worse—and given Lord Hailsham’s 
dictum, it may indeed be for better—this system of 
centralised accountability is now ending. New La- 
bour’s constitutional reforms have already spread 
some power from the centre. The power that re- 
mains will become even more hedged about with 
checks and balances if some of the unintended con- 
sequences predicted in this survey—such as the cre- 
ation of an elected senate, regional assemblies and a 
supreme court—come to pass. And on one plausible 
view of the eu’s future, Parliament will be weakened 
further still by the transfer of powers to more re- 
mote bodies on the European mainland. 

This is not likely to happen in some great Act of 
Disunion—a full stop, as it were, to put at the end of 
the sentence of which the 1707 Act of Union was the 
start. It will be a quieter affair: a gradual reordering 
of governing arrangements, which preserves “Brit- 
ain” but creates a Britain with little resemblance to 
the state whose defining political feature was an all- 
powerful central Parliament. The central govern- 
ment will no doubt struggle to retain its power, but 
will have to compete with growing demands from 
the regions and nations, and a growing source of 
law, authority and political legitimacy across the 
water in Strasbourg and Brussels. 

Will British voters come to see this as the wanton 
disinvention of their state, or as its necessary rein- 
vention? There is a clue in those British Airways tail 
fins with which this survey began. Two years after 
being painted over by the ethnic designs that Lady 
Thatcher hated, the flag was back on many, though 
not all, of Ba’s aircraft. Market research had shown 
that the airline’s British customers wanted to see the 
Union Jack given greater prominence. “No one in 
business who does not listen to what customers 
want is going to survive very long,” said a chastened 
Mr Ayling. So now part of the fleet is being branded 
as British and another part as something global. It 
sounds like a messy compromise. But, then again, 
the British are good at compromise. 
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e-commerce@its.best.uk 


igital technologies are 

the key to a modern, 

knowledge-driven 
economy. Electronic business 
and commerce are radically 
changing the nature of 
individual businesses and of 
the markets themselves, and 
Britain is at the forefront in 
Europe of building on-line 
capability. 


For businesses focused on e-commerce, 

the UK is the place to be. 

© More companies have websites and a 
higher proportion of sales are made 
on-line in Britain than in any other 
major European country 


At a recent speech in the 
heart of Silicon Fen, 
Cambridge, Prime Minister 
Tony Blair said: “British 
entrepreneurs can lead the 
world in exploiting 
e-commerce... together we 
can truly make Britain the 
best place for e-commerce 
anywhere in the world.” 





© Strong presence of the key market 
players of the future; telecoms com- 
panies, Internet companies, media 
and information companies 


million people have 
- again higher 
than any other major European 


© Already 13 


access to the Internet 


economy 


© e-commerce revenues are expected 
to reach £10 billion (US $16 billion) 
next year - up threefold on last year 


@ 90% ol secondary schools are now 
connected and 68% of primary 
than any other 


schools more 


G7 country 


© 68% of SMEs in the UK are connect- 
ed to the Internet compared to 53% 


across Europe 


© The UK is one of the cheapest places 
to surf the net and costs are coming 
down 


© English language is an obvious 
advantage which has long been the 
language of global business and is 
the language of e-business 





Major international companies such as 
Amazon, Cisco, Exodus and Charles 
Schwab are already located in Britain, 
making the most of what the Internet 
has to offer. Companies setting up in 
the UK find a telecommunications 
infrastructure to satisfy their most strin- 
gent demands, backed up with a relia- 
bility and quality unmatched anywhere 
else in Europe. 

According to Ralph Averbuch, 
Yahoo!'s UK producer, “The UK is by 
far the most mature on-line market in 
Europe, thanks to the early- privatiza- 
tion of telecommunications and the 
rapid growth in cable companies." 

The Invest in Britain Bureau (IBB), 
a government agency representing the 
whole of the UK, can help your compa- 
ny with all aspects of setting up or 
expanding in the UK. 

For more information contact the 
Invest in Britain Bureau, 1 Victoria 
Street, London SW1H OET. Tel: 0171 
215 2501. Fax: 0171 215 5651. Email: 
invest. britain@iibb.dti.gov.uk Website: 
www.dti.gov.uk/ibb. 


The UK has the most Internet 
users in Europe and higher 
penetration rates than the 
other major EU economies, 
Germany, France and Italy, 
according to recent research 
carried out by two US 
publications, Computer 
Industry Almanac and Forbes 
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Nobbling Ken 


The battle to become Labour’s candidate for mayor of London is proving 
anything but a good, clean fight. Meanwhile (see box on next page) the 
troubles of Lord Archer, the Tories’ candidate, continue. Our third article asks 
whether provincial cities have a taste for more local democracy 


HE contest to become the Labour Party's 

candidate for mayor of London was nev- 
er going to be a quiet affair. Even by political 
standards, there were always too many over- 
sized egos among the likely candidates for 
that. But for Tony Blair, the race is rapidly 
tuming into a nightmare. The creator of 
squeaky-clean New Labour is presiding over 
an election marked by allegations of bribes, 
fixes and stitch-ups—in short, a vintage Old 
Labour battle. 

A few weeks ago, after Labour’s party 
conference, itseemmed that Mr Blair had final- 
ly found a way of nobbling Ken Livingstone, 
the man he least wants to win the nomina- 
tion. When he headed the Greater London 
Council, which was abolished by Margaret 
Thatcher in 1986, “Red Ken” was the high 
priest of Labour's “loony” left. Despite the 
GLc’s prolifigate policies, he is still surpris- 
ingly popular in the capital. But his left-wing 
beliefs make him unsurprisingly unpopular 
with Mr Blair. 

So the prime minister persuaded Frank 
Dobson, the health secretary and (like Mr 
Livingstone) a popular London mp, to resign 
from the cabinet and stand for mayor. Mr 
Blair at last had a candidate who was capa- 
ble of winning the party’s nomination from 
Mr Livingstone. To make doubly sure, Mr 
Blair persuaded Labour's national executive 
to decide that the candidate would be cho- 
sen by an electoral college of mps and MEPS, 
trade unions and party members, a system 
designed to neutralise Red Ken’s appeal to 
the party’s rank and file. 

But this solution has already begun to 
come unstuck, because many unions have 
indicated they are likely to vote for Mr Liv- 
ingstone. The prime minister's associates 
have now begun to hint that Mr Livingstone 
should simply be vetoed as a candidate 
when he faces a selection panel on Novem- 
ber 16th. This would be risky. It would pro- 
voke a furious reaction among Labour Party 
members both in and outside London. It 
would add support to the view that Mr Blair 
is more interested in control than in democ- 
racy. It would be almost certain to be chal- 
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lenged in the courts. And it would provide 
an ideal excuse for Mr Livingstone to stand as 
an independent, with an excellent chance of 
winning next May’s election. 

Even if Mr Livingstone is allowed to 
stand as a candidate by the party’s selection 
panel, the fairness of next month’s primary 
election is questionable. Under the rules of 
the electoral college, the vote of one mp or 
MEP is worth nearly 1,000 times more than 
that of an ordinary party member. That may 
be reasonable for a party leadership contest 
but it looks distinctly odd in the context of a 
local election. 

The cries of an electoral fix have been en- 
couraged by allegations that Mr Dobson’s 
campaign has gained improper access to the 
party’s computerised membership list. The 








Data Protection Registrar is currently con- 
ducting an investigation into whether the 
law has been broken. Mr Dobson's cam- 
paign manager, Nick Raynsford, a junior en- 
vironment minister, has strongly denied any 
illegality. He says that members’ names and 
addresses were provided by friendly mrs, 
who were entitled to pass them on. But 
whether or not the law has been breached, it 
is hardly fair that only one candidate should 
have access to such information. 

The suspicion that the Labour leader- 
ship is intent on rigging the contest has been 
fanned by thousands of letters which have 
been received by London party members, 
purportedly from their mes. All use identical 
language toextol the virtues of Mr Dobson as 
the ideal candidate, praising his record as 
health secretary in building new hospitals 
for London. Quite who has dictated and 
who is paying for this mailing is unclear. A 
personal letter from Mr Dobson is also being 
sent to nearly 60,000 Labour Party members 
at a cost estimated to be nearly £20,000 
($33,000). Labour has imposed a ceiling of 
£60,000 on its candidates, but this will only 
apply from the moment the short list is ap- 
proved in ten days’ time. Until then there is 
no limit on campaign spending, which is to 
the disadvantage of the other candidates. Mr 
Livingstone claims that even if he was given 
access to the membership lists, his campaign 
would not be able to afford a mailing on a 
mass scale. 

A further peculiarity of the election is the 
way the unions are planning to cast their 
votes. Most will ballot their members but 
some will split their electoral college vote 
proportionately while others will cast a 
block vote for their favoured candidate. One 
of the biggest unions, the Argu, representing 
electricians and engineers, is not even plan- 
ning to ballot its membership. Another oddi- 
ty is that the size of the vote cast by individ- 
ual unions and affiliated organisations 
depends not on their actual membership in 
London but on the theoretical numbers they 
have affiliated to the party. For example, the 
Cooperative Retail Services, an affiliated or- 
ganisation, has only 1,500 members in the 
capital but its electoral-college vote will be 
equivalent to 50,000, the number on which it 
has paid a political levy. 

That party high-ups are going to such 
lengths to see off Mr Livingstone suggests 
that they are desperately worried. But they 
are not ruffling their enemy. “They are just 
like Leninists—they are only interested in to- 
tal victory,” Mr Livingstone said gleefully 
this week. The other candidates in the race 
are no less in despair at what they see as the 
rigging of the election by No 10 Downing 
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N POLITICS it is wise to get your blow in 

early. Unlike some of his opponents, 
Lord Archer, who may face yet another in- 
quiry by the Department of Trade and In- 
dustry (prı)intohisdealings in Anglia Tele- 
vision shares, appears to have done just 
that. Enemies of the millionaire novelist 
had been plotting to time an embarrassing 
revelation about the affair todo maximum 
damage to his campaign to become mayor 
of London. This week, the information 
came unexpectedly to light. 

The revelation was the text of a letter 
that Lord Archer wrote to his wife Mary, a 
director of Anglia, promising that he 
would not deal in the company’s shares. In 
August 1992, he wrote: “I have no Anglia 
shares and have no intention of buying 
any in the future.” Though written in jokey 
style, the letter was forwarded by Mary Ar- 
cher to Anglia’s company secretary. It was 
filed as a formal response to the board’s 
warning that directors and their spouses 
must not deal in Anglia’s shares during the 
closed results season oron the basis of priv- 
ileged information. 

A year later, Lord Archer either had 
forgotten this assurance or thought he had 
found a way around it. On January 13th 
1994, a day after the Anglia board had met 
to consider a takeover bid from Mat 
(which later merged into United News and 





Another twist in the tale 


Media), he placed an order for 
25,000 Anglia shares, put in the 
name of a Kurdish associate, 
Broosk Saib. The next day he 
bought a further 25,000 shares in 
Mr Saib’s name. The total order was 
worth nearly £250,000. 

The text of his letter to Anglia, 
which had hitherto been seen by 
only a few directors of the compa- 
ny, is thus potentially damaging. 
His opponents had been planning 
to publish it “at a propitious moment’”— 
shortly before next May’s mayoral election. 
But by pre-empting this ambush, Lord Ar- 
cherclearly hopes that the controversy will 
be put to rest before Londoners vote. 

So far Lord Archer has said little about 
his promise not to deal in the shares. When 
the story first broke, he dismissed it as 
“nothing new”. More recently, he has said: 
“| don’t remember [writing the letter}”. But 
his latest firm of lawyers, Eversheds, im- 
plicitly acknowledged the letter’s existence 
ina recent letter to The Economist, denying 
that “there was [any] breach of his promise 
to the Anglia board.” That, according to the 
lawyers, was because “the shares were not 
purchased by or for Lord Archer, but by Mr 
Broosk Saib as principal for himself.” 

Stephen Byers, the trade secretary, has 
now asked his permanentsecretary, Sir Mi- 





What Jeffrey told Mary 





chael Scholar, to investigate this claim. Mr 
Byers has also asked Sir Michael to look 
into Lord Archer’s new claim that he was 
acting on a tip in the Daily Mail when he 
bought Anglia shares. That contradicts his 
previous explanation, which revolved 
around tips at a party given by the former 
editor of the Daily Express, Sir Nicholas 
Lloyd. There have already been two pri in- 
quiries into Lord Archer's dealings in An- 
glia shares. Neither resulted in any action. 
Whether there is a third inquiry will de- 
pend on whether Sir Michael believes that 
the new information contradicts previous 
evidence. Lord Archer has always denied 
any wrongdoing, but has admitted that he 
made a grave error of judgment in buying 
the shares on behalf of an associate. He de- 
nounces the new investigation as “a pre- 
planned Labour smear campaign”. 











Street. Glenda Jackson, an actress-turned-mp 
who refuses to quit the race despite ill health, 
says that what is happening “reflects ex- 
tremely badly on the party.” She adds that it 
is tragic that such “a decent, honest, open 
person” as Frank Dobson should be being 
sabotaged by actions taken in his name over 
which he has no control. 

Mr Dobson has every reason to feel de- 
pressed at being cast as the prime minister’s 
poodle. His own constituency party has vot- 
ed overwhelmingly for a resolution insisting 
that its members should have been consult- 
ed on the method of election. This week he 
insisted that he would have been happy to 
contest the election on a one-member one- 
vote basis, pointing out that his decision to 
run was taken before the electoral college 
was announced by the party. 

In view of all the shenanigans, Mr Blair 
could be forgiven if he is now regretting his 
previous fervent support for a London 
mayor. He has said this week that he would 
“never, ever” allow New Labour to return to 
the chaos and disunity that split the party 
back in the early 1980s. A worthy aim. But de- 
monising opponents and fixing elections are 
practices with a nasty whiff of old politics 
about them. 
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Provincial cities 


Scouse honour 


ACK in the 1980s, Derek Hatton and the 

Militant Tendency made Liverpool a 
caricature of all that was bad about local 
government and the Labour Party. Unrepre- 
sentative cliques used power in dubious 
ways to pursue extremist ideas. Next week, 
however, Liverpool City Council will 
emerge in a new guise: as a model pioneer of 
new democratic ideas that the government is 
keen to promote. 

Indeed, ministers are seizing on Liver- 
pool's enthusiasm for such ideas as having a 
directly elected mayor with the relief of a 
thirsty desert traveller stumbling on an oasis. 
Most councils are thumbing their noses at 
ministers. Last year, the government urged 
councils to abolish the century-old commit- 
tee system of local government. It suggested 
that they should consult voters about three 
options: an elected mayor with executive 
powers able to choose a cabinet; a cabinet 
system with back-bench councillors scruti- 
nising cabinet decisions; and an elected 
mayor making overall strategy to be carried 
out by a chief executive. Laws allowing the 


changes are expected to be passed next year. 

But Hilary Armstrong, the local govern- 
ment minister, has been appalled to discov- 
er that more than 90% of councils have cho- 
sen the cabinet system, often without doing 
much consulting, Hence her pleasure that 
Liverpool, which is run by the Liberal Demo- 
crats these days, appointed a “democracy 
commission”, a committee of civic-minded 
Liverpudlians including Phil Redmond, de- 
viser of “Brookside”, a television soap set in 
the city. The commission spent six months 
asking Scousers how they think the city 
council should be run. 

The commission’s proposals, to be an- 
nounced on November 9th with Ms Arm- 
strong in attendance, cover a lot more than 
just the use of referendums and electing a 
mayor. There are 60 recommendations cov- 
ering such issues as devolving power to 
neighbourhoods, whether voting should be 
done at weekends rather than on a Thursday 
and by electronic means, use of proportional 
voting systems, how to get a better calibre of 
councillors and soon. 

Ms Armstrong thinks that councils who 
have gone straight for a cabinet system are at 
odds with their voters: according to opinion 
polls, two-thirds like the idea of elected may- 
ors. But Tony Flynn, leader of Newcastle, and 
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Richard Leese, leader of Manchester, say that 
they have found little interest. Mr Flynn, 
who has been showing a video explaining 
the idea and how the council’s new cabinet 
system works to public meetings, says: 
“Most people are exercised about how ser- 
vices are delivered, not about the council's 
structure.” 

Ms Armstrong hopes that Liverpool's ex- 
ample and the London mayor election will 
encourage more councils to be bolder. There 
is just one snag, however. Just as Tony Blair is 
trying to stop that old leftie Ken Livingstone 
becoming London’s mayor, so there is a wor- 
ry in Liverpool: what if Derek Hatton, still 
popular in some quarters, were elected? 


The economy 
Tighter yet 


ERVYN KING, a deputy governor of 

the Bank of England, has said that the 
Bank’s monetary policy committee, of 
which he is a member, does not intend to 
surprise financial markets when setting Brit- 
ish interest rates. Pundits in City banks (and 
on newspapers, for that matter) ought to do 
as the mrc does: watch the economic news 
from month to month, and judge how it af- 
fects the mpc’s ability to hit its target infla- 
tion rate, excluding mortgage-interest pay- 
ments, of 2.5%. 

Perhaps Mr King’s message is getting 
through at last. When interest rates went up 
in September, most commentators were 
caught on the hop. When rates rose by a fur- 
ther quarter-point, to 5.5%, on November 
4th, few were surprised. In a poll of City 
economists earlier this week, a big majority 
had forecast an increase. Economists also 
had no trouble predicting that euro-zone 
rates would rise (see page 82). 

What made an increase in British rates so 
predictable? Unusually, the mpc gave no 
reason: it will doubtless do so next week in its 
quarterly Inflation Report. But it seems likely 
that rates rose for the same reasons as in Sep- 
tember: unexpectedly strong growth, a tight 
labour market and a hot housing market. 

The economy, which grew by 0.9% in the 
third quarter, is at or above its sustainable 
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ane i 
Revolting 


AUGHT between the desire to get 
| people to work and the instinct to be 
| nice to the needy, the government has be- 
| come bogged down in welfare reform. On 
| November 3rd, 50-odd Labour mes voted 
| against two key clauses in a bill which 
will, among other things, toughen the 
rules for claiming incapacity benefit. The 
| revolt was smaller than an earlier one, in 
May, on the bill. But the danger is that it 
| will encourage the House of Lords to make 
more trouble over the bill—especially 
with the current parliamentary session 
due toend next week. 

This inconvenience, though, is small 
| compared with the greater harm done by 
the bill. It has deflected ministerial atten- 
tion from the astonishing number of peo- 
ple of working age who, even at the height 
of an economic boom, are still claiming a 
| substantial welfare benefit. Figures pub- 
lished last week showed that in February 
| this year nearly 6.1m people, or 17% of the 
working-age population, were on at least 
one important benefit (mostly paid to 
| people without jobs). In some places the 
| figure is far higher: 39% of the working-age 
| folk of Merthyr Tydfil, a Welsh former 
| mining town, are claimants. 
| 
i 
| 





While there has been a sharp fall since 
1996 in unemployed claimants, the pro- 
portion of people receiving at least one of 
the main sickness and disability benefits 
has continued to grow, and they are now 
| easily the largest single group (2.9m people 
| in February 1999). 
| Just as striking is the high proportion 
| of claimants who are stuck on benefits. 
| Over half the people who were claiming 
| at least one key benefit in February this 
| year were also doing so three years before. 
| Two-thirds of these “long-stay” claimants 
L 





trend, and looks set to carry on that way. Al- 
though some labour-market statistics sug- 
gest that wage pressures are muted, others 
indicate that, as unemployment continues 
to fall, the scarcity of workers, especially 
those with skills, is pushing average earnings 
up faster than some on the mpc would like. 
And September's rate increase has done little 
todampen the housing market. According to 
Halifax, a bank, prices rose by 2.8% in Octo- 
ber alone, the most in one month since 1988. 
Lately, there has been evidence that home- 
owners have been beginning to borrow 
against the increased value of their proper- 
ty—a practice known as equity withdrawal, 
last seen in the late 1980s and early 1990s. Fear 
that this will feed already buoyant consum- 
er spending may have helped push rates up. 

Although the rate rise was expected, it 
would be a surprise if all the mec had voted 










BRITAIN © 


were drawing benefits for sickness or dis- 
ability. Indeed, 77% of this group of claim- 
ants, more than in any other group, have | 
been on benefit since at least February 
1996, 65% of them claiming the same sort of 
benefits then as now (see chart). 

Some might argue that sick and dis- 
abled people are bound, by their very 
condition, to be on benefit for long peri- 
ods. But that would not explain why 13% 
of the working-age population in Wales 
claim a main sickness or disability benefit, 
against 5% in the busy south-east of Eng- 
land; nor why, in 1998, 1% of the working- 
age population of London's down-at-heel 
Hackney drew a sickness or disability 
benefit, compared with 5% in prosperous 
Kensington and Chelsea. 

The truth is that some of Britain's 
vaunted fall in unemployment has been 
achieved by shuffling people into benefit 
categories where they have less incentive 
to work, and are less likely to be chased by 
officialdom to look for jobs. Instead of 
simply nibbling at the value of incapacity 
benefit, the welfare bill should be trying to 
distinguish better between the genuinely 
disabled and the merely unemployed. 
Then more help could be given to the truly 
incapacitated. 








for it. Two of its members, DeAnne Julius 
and Sushil Wadhwani, are known to think 
that Britain’s ability to grow without infla- 
tion has increased in recent years—or at any 
rate that it is worth holding interest rates 
down to test the theory. Others are less opti- 
mistic, and ascribe much of Britain's good in- 
flation performance to the strength of ster- 
ling: downward price pressures on imported 
goods have offset and disguised inflationary 
pressures at home. Mr Wadhwani also 
thinks it best to assume that sterling will stay 
atitscurrent heights, implying that imported 
inflation will continue to be kept in check. 
That is an argument against a rate increase. 
Again, his colleagues are not so sure. They ex- 
pect sterling to weaken: to offset the effects of 
this weakening on inflation rates, policy will 
have to be tighter. 
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You can’t keep a good man down 


O NOW it has happened twice. “Were you still up for Portillo?” 

many a Briton asked another, the morning after that long May 
night in 1997 when Conservative mrs all around the country were 
scythed down by Tony Blair’s New Model Labour Party. Michael 
Portillo’s humiliating rejection in the early hours by the voters of 
Enfield Southgate, who opted instead for Stephen Twigg, a fresh, 
young and openly gay Labour candidate, became both a symbol 
of the Tory rout, and, later, the title of a book about the election. 

On Tuesday this week, the former defence secretary was once 
again awaiting an election verdict, and television viewers had once 
again to choose whether to wait or to turn in early. This time, he 
won handsomely. Since the electorate this time was the Kensing- 
ton and Chelsea Conservative asso- 
ciation, choosing a candidate to suc- 
ceed the late Alan Clark, the result 
was not such a surprise. But it was 
still a tense affair, and still full of 
symbolism, conducted as it had to 
be in the shadow of Mr Portillo’s un- 
expected confession, shortly before 
putting his name forward for the 
job, that he had experimented as a 
young man with homosexual sex. 

Bagehot would like to believe 
that the decision in Kensington and 
Chelsea shows the Conservative 
Party to be just as relaxed about ho- 
mosexuality as is Mr Blair's govern- 
ment, whose cabinet includes sev- 
eral openly gay members. The scale 
of Mr Portillo’s victory (he won 530 
of the 840 votes cast) may point that 
way. But two caveats need to be en- 
tered. The first is that the Tory activ- 
ists of Kensington are a quirky lot, 
who proved amazingly tolerant of 
their previous mr’s prodigious phi- 
landery, and do not necessarily rep- 
resent Conservative sentiment as a 
whole. The second is that it would 
be an error to read Mr Portillo’s win 
as a victory for sexual tolerance. It 
was first and foremost the triumph of a deadly political operator 
over a bunch of amateurs. 

Mr Portillo’s formidable skills were on almost ostentatious dis- 
play (if artful modesty and understatement can be ostentatious) 
on the day of his selection. That very morning, in a debate on the 
euro at the Confederation of British Industry's conference in Bir- 
mingham, he was at his newest and softest. As speakers in these 
set-piece events tend to do, the other three participants (among 
them Charles Kennedy, the new leader of the Liberal Democrats) 
stood behind a lectern and let their notes carry them through well- 
worn arguments. Mr Portillo ignored the lectern. Standing at the 
front of the stage, he spoke fluently for ten minutes. He had no 
notes. He never raised his voice. He used no expansive gestures, 
and spent much of the time with his hands either clasped or 
joined as if in prayer. Here was a friendly parish priest addressing 
his congregation on a Sunday morning. There was no need for a 
pulpit ora written sermon. Father Portillo stood in front of the altar 
and had a few quiet but serious words with the flock. 

And they were serious words, for you never know when the 








boasted of “fighting for Britain, not for Brussels” may be no mere, 
but Father Portillo still knows and names a sin when he sees one. 
Having heard that some of the faithful might have been tempted 
togive up the pound for the euro, he used sweet, persuasive reason 


“economic and monetary union”: which could mean giving up 
British control of taxes as well as the pound. So the mainland’s si- 
ren voices tell you that they don’t want a superstate? Well they do, 
explained Mr Portillo, and the more honest of them say so. So Mr 
Blair calls the Tories extremists? Was it more extreme to keep the 
pound or to “take a leap in the dark” and embark on a venture the 
like of which had never succeeded before? So Labour calls Mr Por- 
tillo anti-European? But for the lack 
of translation facilities, Sefior Portil- 
lo told his audience, he would glad- 
ly have delivered his speech in 
Spanish, his father’s tongue. 

Later that day, behind closed 
doors in London, Mr Portillo 
worked a similar magic on the To- 
ries of Kensington and Chelsea. Two 
elderly members of his audience 
who had fully intended to vote 
against him confided to Bagehot 
that they changed their minds sim- 
ply because his performance was so 
much better than those of his three 
rivals. These rivals may have been 
clever people, Bagehot’s informants 
conceded, but spoke too fast for an 
audience containing many folk 
who were hard of hearing. Fatally, 
whatever these lesser candidates 
might have been saying seemed 
“too clever by half”. Mr Portillo, by 
contrast, was not only completely 
audible but, it seems, had mastered 
the Tory statesman’s indispensable 
art, perfected by the late Lord 
Whitelaw, of being clever but 
knowing how and when to hice it. 
Besides, he was sound on the big is- 
sue in west London of fox-hunting (a natural right), pledged eter- 
nal fealty to William Hague, the Tory leader, and managed with 
jutted jaw and no trace of irony to enthuse about the “common- 
sense revolution” which has become Mr Hague’s mantra since his 
party conference in Blackpool. As for the misgivings these infor- 
mants originally harboured about Mr Portillo’s sexual behaviour, 
they were cancelled out by the sympathy engendered for Mr Por- 
tillo by the protests against him of the uncouth gay-rights protes- 
tors on the pavement outside. 


Mr Portillo will undoubtedly now become the mp for Kensing- | 


ton and Chelsea, one of the Tories’ safest seats. Mr Hague will un- 
doubtedly promote him to the shadow cabinet, so that, in any 
leadership bid after defeat in the next general election, Mr Portillo 
will not be able toescapea share of the blame. Whatis still in doubt 
is whether the party and electorate at large care as little as Kensing- 


bigots in the party; and political rivals who are not bigots who will 
quietly exploit bigotry in order to confound him; and gay activists 
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to put them right. Remember, he said, that it’s not just the euro but | 
| 
| 
| 
{ 
| 
| 











| 
ton and Chelsea seems to about his homosexual episode. There are | 
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who resent his failure to support them in his previous political life. 
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When you invest on the US stock markets, you’ll find Charles 
Schwab most illuminating. 


We give you access to powerful research and analysis — just the 
right information and tools that you need to make an investment 
decision — at no charge. 


On top of US equities, you can choose to invest in ADRs, options 
and fixed income investments, as well as over 200 Hong Kong- 
registered mutual funds. 


And you can trade ai your own convenience at any time of the 
day or night, by phone or through the Internet. With our commitment 
to serving investors worldwide, we now serve over 6 million active 
customer accounts. Our customers have entrusted us with more 
than US$590 billion worth of assets. 


Charles Schwab - better information, better service, at a 
better price. 


Investing on the US stock markets? Talk to Charles Schwab. 
You'll receive a complimentary pack of investment information 
and a guide to the services and investment choices we can 

offer you. 


Visit us at www.schwab-worldwide.com/asia, call (852) 2101 
0510, fax (852) 2537 1025 for a reply form, or e-mail at 
contact @ schwab-worldwide.com or return this coupon today. 


To: Charles Schwab, Hong Kong, Ltd. 
3301 Two Exchange Square, Central, Hong Kong. i 


Piease contact me as soon as possible to discuss the benefits 
of opening an account. 


Family name i Looe 





Given names | ——— 
Address). eek a a ee i 





Telephone (Home/Office/Mobile) > sereoo 


FAE deu a Ee a T AEE 























“IMD was our springboard and 
it still maintains our momentum” 


Matti Alahuhta 

President Nokia Mobile Phones 
Alumnus of 

Managing Corporate Resources, 1989 
Orchestrating Winning Perfomance, 1995 















Hans van der Velde 47 

President & CEO Visa International EU 
Alumnus of 

Seminar for Senior Executives, 1991 

(Now, Breakthrough Program for Senior Executives) 
Orchestrating Winning Performance, 1995 
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Mr. Hans van der Velde, President and CEO of VISA International EU, and Mr. Matti Alahuhta, President of Nokia Mobile 
Phones have a lot in common. They both have international careers that benefitted from attending a senior general 
management program at IMD. And some years later they both returned to attend Orchestrating Winning Performance, a 
very intensive 6-day program, to keep their momentum going. 
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Mr. van der Velde attended the Seminar for Senior Executives Mr. Alahuhta first participated in Managing Corporate 

(now Breakthrough Program for Senior Executives), a 3-week Resources, a comprehensive 4-week program for newly 
program for senior-level international managers with multi- appointed business unit managers or high-level functional 
business or cross-functional responsibilities. It helps them managers. Itis a rigorous and comprehensive review of the 
redefine their priorities to meet the challenges of leadership in a knowledge and skills required to lead a business unit 

global era. effectively. 


Both of these senior managers have no doubt about the high return on the investments they have made in executive 
education. If you want to capitalize on your leadership potential and give your company a competitive edge, you should 
carefully consider attending one of these general management programs: 


Breakthrough Program for Senior Executives Managing Corporate Resources Orchestrating Winning Performance 
Corporate growth and personal effectiveness Developing high-performance business unit leaders IMD's latest thinking on key management issues 
Starting dates: Starting dates Starting date 
June 5 or October 9, 2000 May 8 or October 30, 2000 June 28, 2000 


IAT EM OA ONS 


Real World. Real Learning’ 


Please contact Ms. E. W. Manca at the International Institute for Management Development, Lausanne, Switzerland 
Tel: +41 21/618 03 42 Fax: +41 21/618 07 15 E-mail: info@imd.ch Website: http://www.imd.ch 
Ms. Manca would also be pleased to inform you about IMD's Executive MBA program 
For information about our full-time MBA program, contact 
Tel: +41 21/618 02 98 Fax: +41 21/618 06 15 E-mail: mbainfo@imd.ch 
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Riding the storm 


Next year Ford and General Motors will move their entire multibillion dollar 
purchasing operations on to the Internet. It’s e-business for grown-ups 


OME months ago, Lou Gerstner, the boss 

of rem, dismissively described the thou- 
sands of new “dot.com” companies spring- 
ing up as “fireflies before the storm’. The 
storm would arrive, he said, when the really 
big firms—the Global 1,000—seized the pow- 
er of the Internet and used it to transform 
themselves. This week saw almost simulta- 
neous announcements (funny, that) from 
the world’s two biggest car makers, to say 
that they are moving their entire supply 
chains on to the Internet. Mr Gerstner’s 
storm has arrived with hurricane force. 

On November 2nd first Ford and then 
General Motors declared that their huge 
purchasing operations would swiftly trans- 
fer to the web, connecting suppliers, busi- 
ness partners and customers from all ov- 
er the world by means of giant online 
markets. Sadly for Mr Gerstner, nei- 
ther company has picked 18m as its 
technology partner. Instead, Ford 
will form a joint venture with Oracle, 
the leader in the database market, to 
establish AutoXchange. cm has cho- 
sen Commerce One, a fast-growing 
supplier of web-based procurement soft- 
ware, to build its own MarketSite. 

Both sites are expected to be up and run- 
ning during the first quarter of next year. Or- 
acle will build AutoXchange using its own 
software and then run it for Ford (Oracle will 
be the minority partner, but AutoXchange’s 
management will be drawn from both itand 
the carmaker). Commerce One. will con- 
struct Gm’s site and link it to something it 
calls “The Global Trading Web”, a worldwide 
network of business-to-business e-com- 
merce portals that use its software. 

The sheer scale of both operations marks 
this as the moment when e-business comes 
of age. AutoXchange will be the preferred ve- 
hicle for all of Ford’s $80 billion annual pur- 
chases of components and materials, which 
are ordered from more than 30,000 suppliers. 
And such business may be only the begin- 
ning for the joint venture. Ford’s extended 
supply chain has sales of about $300 billion a 
year, and the companies that are part of it 
will be encouraged (not bullied, Ford insists) 
to do business with each other through 
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AutoXchange. Apart from creating straigh- 
forward savings on procurement and inven- 
tory—of up to 20%, it is claimed—AutoX- 
change should also encourage shorter 
product cycles. As well as this, it will help 
parts of the supply chain to work together, 
especially when developing new products, 
Both Oracle and Ford say that rival car mak- 
ers will be welcome to use the AutoXchange 
market. Ray Lane, the chief operating officer 
of Oracle, estimates that within a few years 
the exchange may be handling transactions 















worth something like $200 billion. 

AutoXchange will make most of its mon- 
ey by taking a small cut on each of potential- 
ly billions of transactions. It will earn com- 
missions from companies that use the 
exchange to hold reverse auctions to liqui- 
date surplus supplies. And it will earn fees 
for managing the supply chains of firms that 
use it. As the site expands, it should also be 
able to attract a lot of advertising. 

Mr Lane predicts that, by its second year, 
AutoXchange will achieve annual sales of $1 
billion; within four years its sales could 
reach $5 billion. Unsurprisingly, the prospect 
of taking the business public in fairly short 
order has quickened pulses at both Ford and 
Oracle. Even current (relatively) depressed 
Internet valuations mean that Priceline.com, 
a name-your-price airline-ticket auctioneer, 
is worth more than Delta Airlines. It may not 
be crazy to imagine AutoXchange being 
worth as much as the traditional businesses 
of its parents. 

Gm’s MarketSite, which will 
operate alongside Gm Supply- 
Power, the new portal for 
the firm’s suppliers, is ex- 
pected to attract broadly 

the same volume of sales 

as AutoXchange. GM 

claims that it will be the 
world’s largest “virtual 
markeplace” for a wide ar- 
ray of parts, products, raw 
materials and services, As an 
incentive, it will also aggregate 

with itsown orders those of smaller firms 
that do business on the site, to lend them 
some of its purchasing power. 


Jacofe-trades 


Unlike AutoXchange, MarketSite is a GM- 
only show that is not intended to attract oth- 
er car makers. GM is saying that it intends to 
keep control of the portal rather than spin it 
off in a public offering. But that could 
change. Gm was almost certainly bounced 
into revealing its plans for MarketSite by the 
Ford/Oracle announcement. GM is fed up 
with the campaign of Ford's boss, Jac Nasser, 
to portray his company as being in the van- 
guard of the car industry’s attempts to em- 
brace the Internet. It was determined to steal 
a share of the limelight for itself. 

Both firms are showing how big compa- 
nies in a range of industries are likely to use 
the Internet to put themselves at the centre of 
new e-business ecosystems that will trans- 
form their entire way of doing business. Al- 
though big car makers have long used elec- 
tronic data interchange (eni) to link with big 
suppliers, ep1 is inherently rigid—it provides 
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basic information about transactions, but it 
cannot adapt to rapidly changing markets. It 
is also too expensive for smaller firms. 

The web is everything ept is not, espe- 
cially with a new web language, xmL, which, 
among other things, permits a whole range 
of transactions that could not otherwise take 
place. The open standards of the web and its 
global reach make it an ideal platform for do- 
ing business in new ways. Firms that use it 
can connect into all of each others’ business 
processes, flexibly and cheaply. Any autho- 
rised person can gain access to both AutoX- 
change and MarketSite using nothing more 
than an Internet browser. 

This gives firms such as Ford and Go the 
chance to reinvent the conventional supply 
chain, which links a number of sequential 
operations. Instead, they will create a sort of 
triangle in which the Internet helps to forma 
dynamic “information partnership” be- 
tween companies, suppliers and customers. 

Everyone should gain, thanks to the effi- 
ciencies of live Internet-based collaboration. 
But customers should eventually benefit 
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most. Before too long, both Ford and Gm 
should be able make cars in the same way as 
Dell makes computers—each built to order 
and delivered within a few days. They may 
even realise that they no longer need to make 
cars at all, deciding to follow the example of 
Cisco Systems, a data-networking firm, by 
becoming virtual companies whose exper- 
tise lies in design and brand marketing. 


Ford and Gm’se-business revolution will 
not be confined to them alone. Their deci- 
sion to go online will ripple through the 
50,000 or so firms they trade with. The car 
makers are careful to say that none of their 
suppliers will be compelled to use their new 
portals, preferring simply to express the 
hope that the benefits—the cost savings, the 
access to new customers, the faster time to 
market, the sheer value of the information— 
will make it an obvious choice. 

But the reality is different. Ford and Gm 
are investing a lot in their e-business infra- 
structure and great hopes are riding on it. 
Suppliers that want to continue to do busi- 
ness the old way will rapidly become ex-sup- 
pliers—and before long ex-companies. Firms 
that remain, and the new ones that appear, 
will be those that “get it”. And, it is almost 
needless to say, they will want everybody 
that does business with them to do it the e- 
way too. That is why this week could go 
down in the short history of the Internet as 
the moment when e-business grew up. 











PALO ALTO, CALIFORNIA 


Cer HIS is not about Amazon,” says Da- 

vid Perry, founding chief executive 
of Chemdex. “It’s about supply chain.” Mr 
Perry is manically scrawling a diagram ona 
whiteboard. On one side of the scrawl are 
boxes marked customer, some big, some 
small. On the other are boxes marked sell- 
er, some big, some small. And in the middle 
is the Internet—for which read Chemdex— 
connecting them all together. 

Ford and Gm plan to revolutionise 
what they already have. Mr Perry, by con- 
trast, is trying to create something com- 
pletely new. In fragmented vertical mar- 
kets, in which multiple buyers and sellers 
have difficulty finding each other, with 
| consequent inefficiencies and high costs 
for everybody, there are no actors domi- 
nantenough to push e-commerce forward. 
But the Internet is bringing to the fore an 
opportunistic new breed of firms, which 
are known as business-to-business “info- 
mediaries”. These seek to bring together 
buyers and sellers in a kind of exchange. It 
is early days, but they could become some 
of the web's most profitable businesses. 

The particular fragmented market that 
Mr Perry’s Chemdex is hoping to unite is 
for life-sciences research products—every- 
thing from monoclonal antibodies and re- 
striction enzymes to beakers and Petri 
dishes. This market, worth about $15 billion 
a year in America, is highly fragmented, 
with the majority of the 1,500 or so suppli- 
ers having sales of $10m or less, and even 
the largest company having only a 15% 





Vertically challenged 


share. Moreover, prices for an identical 
product can vary by as much as 200%. 

What makes the life-sciences market 
especially suited to the web are what Mr 
Perry calls “the high price-to-weight ratio” 
of its products (which makes distribution 
easier) and the specialist knowledge need- 
ed to fill orders. Itis too early tosay whether 
Chemdex will succeed in recasting the life- 
sciences business around itself, but the ear- 
ly signs were promising enough to fuel a 
valuation of more than $1 billion when the 
company went public three months ago. 
Its share price has been relatively immune 
to the gyrations of other Internet shares 
since. 

Building the Chemdex e-marketplace 
has required more than simply a website. 
For individual researchers, using Chemdex 
may be only a step on from, 
say, ordering a rc from Dell 
on the web. But a corporate 
customer has togo far deeper. 
It gets a visit from Chemdex 
consultants who map all its 
business processes before 
configuring Chemdex’s pro- 
prietary software to fit its ex- 
isting systems. 

Suppliers have more to 
fear. Many dread the effect on 
their margins of greater price 
transparency and the web 
equivalent of shopping 
around. Mr Perry has two 
counter-arguments. One, 


Stinks.com 


which appeals to smaller suppliers, is that 
they no longer need be held back by the 
marketing and logistical difficulties of dis- 
tributing paper catalogues. The other is to 
hint that shunning Chemdex may be 
worse than joining it, because suppliers 
that do not sign up will lose vital business. 

These tactics seem to be working. In 
January 1998, Chemdex had three suppli- 
ers offering only 5,000 products. A year lat- 
er the numbers were 40 and 125,000 pro- 
ducts. Today there are 335 suppliers selling 
more than a million products through 
Chemdex. Mr Perry sees no reason why all 
1,500 suppliers in the industry should not 
eventually sign up. Chemdex’s revenues 
have grown from almost nothing a year 
ago to $8.5m in the third quarter. In August 
Mary Meeker, Morgan Stanley Dean Wit- 
ter’s bullish Internet analyst, forecast reve- 
nues of $129m for next year. If Chemdex 
maintains its current momentum, that 
could well prove pessimistic. 
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eveloping countries 
seeking energy at exponential rates, 
fossil fuels will eventually fade. And so, 
the likely question is: will oil companies. 
just sit there and fade as well? 


(Each Shell company is a separate and distinct entity. : nd 
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Shell is playing a major part in the move from oil to gas, 
and now we're planting the seeds of renewable energy with 
Shell International Renewables, a new business committed 
to making renewable energy commercially viable. In 
Uruguay, we're exploring the great potential of “biomass” 
energy from fast-growing forests. And we're developing 
biomass-fuelled plants in the South Pacific to bring electricity 
to remote areas. It’s part of our commitment to sustainable 
development, balancing economic progress with 
environmental care and social responsibility. In 2050, half 
the world could be powered by renewable energy, so we're 
focusing our energies on developing these new solutions. 


WE WELCOME YOUR INPUT CONTACT US ON THE INTERNET AT WWW SHELL COM/BIOMASS OR 
EMAIL US AT TELL SHELL@S! SHELL COM’ OR WRITE TO US AT THE PROFITS & PRINCIPLES DEBATE: 
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The power generation industry is rapidly coming 
of age. And as the wave of liberalization spreads 
to new and emerging markets, a partner with a 
network spanning 76 countries and territories 
around the world can give you the kind of finan- 
cial empowerment you're looking for. Just ask 
the experts: according to Capital Data/Loanware, 
ABN AMRO Bank is the unchallenged global leader 
in financing power-generation projects. Our world- 
wide project finance network combines strong 








financial expertise with technical, economic and industrial knowledge, all 
within cross-border teams. That’s a connection you can't afford to miss. 


For more information, contact us at Tel. (65) 231 88 





8, Fax (65) 532 3108 or 


visit our website at www abnamro. com 
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The Internet 
Playing i-ball 


SAN FRANCISCO 


HE ultimate Internet business, says Bill 

Gurley, a Silicon Valley venture capital- 
ist, would be a website that sells dollar bills 
for 85 cents, and makes its money from ad- 
vertising. That is not so different from 
Buy.com, the fourth-largest Internet retailer. 
The Californian start-up, which promises 
“the lowest prices on earth”, sells consumer 
products at or below cost and hopes that ad- 
vertising can bring home the bacon. 

Buy.com is about to go public, possibly 
next week. Its founder and biggest share- 
holder, Scott Blum, was a liability because of 
run-ins with the sec, which regulates finan- 
cial markets, over dubious accounting at his 
previous firm, Pinnacle Micro. Last month, 
Mr Blum left his new firm abruptly. But his 
departure is no guarantee that Buy.com’s 
shares will soar. On the contrary: the firm 
has yet to prove that its approach can ever 
make money. Its long-awaited listing coin- 
cides with that of Webvan, an online grocer. 
Together, these offerings will be a good test 
of whether investors really have lost pa- 
tience with loss-making Internet retailers, as 
some analysts have begun to suspect. 

Buy.com’s approach may look unusual, 
but it is not. Many Internet retailing busi- 
nesses bet on a similar formula: step one is to 
attract an audience with steep discounts, 
free services such as e-mail, and lots of off- 
line advertising. Step two is to “monetise 
those eyeballs” by selling such things as 
higher-margin goods, advertising, premium 
services and data on consumers’ purchases. 

Buy.com, which sells mostly computer 
equipment, but also books, cps and videos, 
has pushed this idea to the extreme, turning 
most of its wares into underpriced bait. 
Small wonder that the company’s net reve- 
nues in the first nine months of this year 
were $3m lower than the $401m of goods it 
sold. The start-up, which is backed by the 
venture-capital arm of Softbank, a Japanese 
high-tech holding company, lost almost 
$80m during the same period, making it one 
of the biggest money-losers in the business. 

The firm also boasts a “virtual operating 
model”. Anything that can be is outsourced. 
For example, Buy.com pays Ingram Micro to 
fulfill orders for computer hardware and 
software; even customer-support is handled 
by Softbank Services. Buy.com itself em- 
ploys only about 200 people. 

Is this a recipe for success? Buy.com will 
need to sell an awful lot of advertising if it is 
ever to become profitable. What is more, be- 
ing cheap may not be enough. According to 
Mike May, an analyst at Jupiter Communi- 
cations, a consultancy, as consumers spend 
more on the web they will demand decent 
service as well as low prices. Although 
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Buy.com has recently been improving its 
customer service, it still has a poor reputa- 
tion. The firm currently faces a class-action 
suit for intentionally mispricing products. 

Not long ago, such doubts would not 
have bothered investors. But the honey- 
moon may be over. When Amazon recently 
announced that its losses are increasing— 
something the market used to shrug off as a 
sign of rising investment—its shares fell by 
more than 10%. “We are simply exhausted by 
the endless postponement of financial grati- 
fication,” said Merrill Lynch’s Henry Blodget, 
anoted Internet bull. 

In recent weeks investors have preferred 
to give their money to firms that build infra- 
structure for e-commerce. Whereas listings 
of many Internet firms have struggled, Aka- 
mai Technologies, which writes software 








that can speed up the delivery of web pages, 
went public last week and recorded a first- 
day gain of 458%, the fourth-largest ever for 
an American share (see chart). And on Octo- 
ber 22nd Sycamore Networks, which makes 
equipment for fibre-optic networks, closed 
with the biggest market value ever reached 
by an Internet firm in its first day of trading. 
Internet retailers are counting on the 
coming holidays to restore them to favour. 
Market researchers predict that this e-Christ- 
mas, consumers will buy more than ever on- 
line. Forrester Research expects holiday 
spending on the web in America to reach $4 
billion, up from $1.5 billion last year. Yet even 
if they can sell more presents, retailers will 
still have to make profits one day. 
—s 





Drug mergers 


Courting 
trouble 


66 NCE is happenstance. Twice is coin- 

cidence. The third time is enemy ac- 
tion.” Although American Home Products 
(aup) is hardly famous for its derring-do in 
the world of drug making, it should keep 
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Goldfinger's warning to James Bond in 
mind, as it contemplates its next merger.On 
November 4th, the company announced 
that it was to merge with Warner-Lambert, 
another American pharmaceutical firm. The 
new company, to be called American War- 
ner, will be one of the world’s top two drug 
companies, with pharmaceutical sales (in 
1998) of more than $15 billion, according to 
Evaluate, a London consultancy. 

AHP’s skill at mergers has of late been 
more butterfingered than goldfingered. In 
1998 the firm saw the collapse of two poten- 
tial partnerships, when SmithKline Bee- 
cham and Monsanto both abandoned their 
deals, citing irreconcilable differences in cor- 
porate cultures and managerial rivalries. 

Nor has anr proved more dashing in the 
dangerous world of product liability. In Oc- 
tober the firm said it would pay up to $4.75 
billion to settle claims of heart damage 
caused by its diet drugs, Redux and Pondi- 
min. A month earlier, AHP announced a set- 
tlement of at least $50m for 36,000 women 
who allege injury from the company’s im- 
plantable contraceptive, Norplant. The firm 
has also withdrawn a new vaccine for rotavi- 
rus, which causes a nasty gut disease, be- 
cause it may be obstructing the bowels of 
children who receive it. 

On top of all this, falling farm prices and 
competition from fancy biotechnology 
firms, such as America’s Monsanto, have 
plunged aup’s agribusiness division into the 
red, leading to layoffs and plans for a sale. No 
wonder the firm’s announcement of a re- 
spectable 10% rise in pharmaceutical sales in 
the third quarter was eclipsed by its $2.9 bil- 
lion loss. 

In contrast, Warner-Lambert’s sales rose 
by 30% in the same period, largely driven by 
Lipitor, the world’s most popular cholester- 
ol-lowering drug. Lipitor, whose sales are ex- 
pected to reach $5.3 billion in 2001, accounts 
for a third of Warner-Lambert’s revenues. 
But nodrug firm likes to be seen as a one-pro- 
duct wonder, no matter how profitable; so a 
merger with AHP is attractive. 

According to Sergio Traversa, of Mehta 
Partners, a consultancy, the firms’ products 
complement each other in lucrative fran- 
chises such as central nervous-system and 
cardiovascular disorders, as well as over-the- 
counter medicines and women’s health 
(AHP owns a handy cash cow in Premarin, 
the world’s best-selling hormone-replace- 
ment therapy, isolated from mare’s urine). 
And despite its rotavirus attack, anr still has 
an attractive vaccines division that may gen- 
erate $1.5 billion of sales by 2003. 

Both companies have respectable, if not 
spectacular, product pipelines, which may 
lead to some interesting new drugs for treat- 
ing cancer and infection, as well as strength- 
ening their existing ranges. Some of these 
medicines, such as a new treatment for asth- 
ma that is based on blocking a biochemical 
called 11-4, will come from biotech firms 
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such as Immunex, in which aup controls a 
54% stake, and Agouron, bought by Warner- 
Lambert for $2.2 billion earlier this year. Mr 
Traversa sees scope for cost savings if these 
two operations are integrated, adding to the 
companies’ estimated $1.2 billion in annual 
cost savings from the merger. 

And by throwing in its lot with Warner- 
Lambert, AHP will also find a new chief exec- 
utive. Its current one, Jack Stafford, was 62, 


looking to retirement, and without an heir- 
apparent. Lodewijk de Vink, Warner-Lam- 
bert’s boss, who will head American Warner, 
is a spry 54. The industry is waiting for a big 
merger that will create a single company 
with more than 10% of the world market. 
This is not that deal; but, according to Jona- 
than de Pass, of Evaluate, the merger is a sen- 
sible one. Neither shaken nor stirred, but a 
good mix nonetheless. 

=. = s 





Marks and Spencer 


Black marks 


RAGGING Marks and Spencer into the 

21st century is a task that would tax 
even a retailing genius. But the British clothes 
and food chain has only Peter Salsbury as 
chief executive, an mas lifer, desperately 
learning at top speed what it might take to 
correct some elementary mistakes. Mas is 
still far from recovery: this week the group 
reported that underlying profits for the half- 
year to October fell by 43%, on underlying 
sales that were 8% lower. Having been in- 
stalled last winter, after the group’s first fall 
in profits for 30 years had caused the remov- 
al of its chief executive and five directors, Mr 
Salsbury is making changes. But he has failed 
to take the radical action he should. 

The results announced on November 
2nd were even worse than expected. And the 
underlying trend may be worse still:sales are 
being kept up by costly marketing, such as 
cutting 20% off menswear and handing out 
£5 vouchers for every £25 spent. 

Against this grim sales background, mas 
has at last owned up to its problems. It ad- 
mits to suffering from a rigid culture in 
which “head office knows best”, an inward- 
looking management, complacency and a 
failure to keep up. This week Mr Salsbury 
gave more details about his plans to reverse 
the fortunes of the best brand in British re- 
tailing, Sadly, rather than inspiring hope, 
they served only as a depressing reminder of 
how far behind mas has fallen. 

The firm has been propping up Britain's 
uneconomic textile business for years, but 
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now it plans to slash the share of clothes it 
sources from Britain from 50% now to the in- 
dustry average of 30%. It will set up a global 
supply chain with manufacturing hubs in 
such places as Portugal, Morocco and Sri 
Lanka. Air-freighted clothes will take only 
three days to arrive from the factory. Mas 
will alsocut its number of direct suppliers by 
half. The idea is to respond more rapidly to 
what customers are actually buying, rather 
than filling stores with what executives at 
head office think they should buy. 

Likewise, in its food section, which ac- 
counts for 40% of sales, Mas plans to catch 
up with what has been common practice in 
British supermarkets for years, by receiving 
several deliveries a day, each based on what 
is actually being bought. All this should save 
about £450m ($740m)a year by 2002. 

The shop floor has been equally neglect- 
ed. Store bosses are being urged to stop such 
“non-value-adding” chores as counting cash 
in the till and checking stock, and instead to 
turn their staff loose to talk to customers and 
actually sell clothes. Amazingly, that alone 
will save £40m. Meanwhile Mas plans to lis- 
ten toits store managers, and make use of the 
data it collects about its customers to adjust 
stock to local demand. After resisting for 
years, it has at last decided to accept credit 
cards other than its own at the till (a change 
that could cost it 3% of sales in charges). 

Pretty obvious stuff, perhaps; yet there 
may be more fundamental problems. The 
British clothing industry is suffering from 





falling prices, over-capacity and new sales 
channels, such as the Internet. With foreign 
retailers such as The Gap and Hennes open- 
ing new shops every week, the situation is 
worsening. Mr Salsbury needs to slash the 
group's 12m square feet of floor space in Brit- 
ain. With the food business suffering an un- 
derlying fall in sales of an estimated 8%, Mr 
Salsbury would be wise to spin it off—some- 
thing he is set against. As a more focused 
group, Mas would havea better chance ofin- 
creasing its overseas sales —though its Amer- 
ican chain, Brooks Brothers, may not be the 
right way to expand. 

Unless Mr Salsbury takes hard decisions, 
the British group may be vulnerable toa take- 
over. M&s remains a powerful brand. Its 
share price has fallen by half in the past two 
years (see chart). The Economist under- 
stands that at least one potential bidder is 
checking out the company, and four others 
may be in the offing, After losing his bid for a 
British supermarket group, Asda, to Ameri- 
ca’s Wal-Martearlier this year, Kingfisher’s Sir 
Geoffrey Mulcahy might be interested. Ar- 
chie Norman, who as chief executive helped 
todig Asda out ofa hole in the early 1990s, has 
also been linked to mas in his new role as a 
non-executive at Knutsford Group, a small 
firm whose share price increased 15-fold on 
November 3rd, following speculation that it 
was about to launch a bid in the retailing sec- 
tor. Rumours have extended to foreign retail- 
ers such as Carrefour; and even to Granada 
Group, a services conglomerate run by Gerry 
Robinson, whois said to want todoone more 
big deal before he bows out. Mr Salsbury says 
he has had no approaches. But that could 
change by Christmas. 

a 








Product liability 


Damages 
limitation 


TOKYO 


Te remarkable thing is that it has not 
happened before. Toshiba was unlucky 
to be the first laptop-computer maker to feel 
the full blast of American product-liability 
law, following a class-action law suit brought 
by twocustomers ina Texan courtearlier this 
year. Yet the Japanese firm has of late re- 
ceived a series of lessons about consumer 
rights—many of them delivered at home. 
Choosing wisdom over valour, Toshiba 
opted late last month to settle its American 
difficulties out of court rather than risk ajury 
ordering it to pay up to $9 billion in damages. 
Instead, the company will offer rebates aver- 
aging around $330 to the 5m customers in 
America who bought Toshiba laptops in the 
past 12 years. Although the settlement has a 
value of $2.1 billion, Toshiba is expecting to 
pay only about half that amount, as many of 
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the machines have aready been thrown out. 
The company will take a ¥110 billion ($1.05 
billion) charge to its accounts, leading to an 
overall net loss of ¥50 billion for the year 
ending March 2000. 

Flush with success, lawyers in the Toshi- 
ba case have now filed suits against five oth- 
er laptop makers—-Compagq, Hewlett-Pack- 
ard, nec, Packard-Bell (a troubled subsidiary 
of Nec), and eMachines. All told, some 19 
firms could eventually be prosecuted. 

The problem lies in the floppy-disk 
drive, which has a chip with defective in- 
structions (“microcode”) that sometimes 
wipes out data. Intel and Nec, which made 
the original chip, corrected the problem 
more than a decade ago and warmed other 
chip makers that had copied the design. Un- 
fortunately, not all of them paid heed. The 
suit brought against Toshiba claimed the 
firm knew all about the chip’s potential to 
corrupt data, but withheld that information 
from its customers. 

That is unforgivable in America, but 
nothing unusual in Japan. Manufacturers in 
Japan have been spoilt by a legal and regula- 
tory system that puts producers ahead of 
consumers. Japanese firms are notorious for 
ignoring customers’ complaints of shoddy 
workmanship and dismal after-sales ser- 
vice. When somebody badgered a firm 
about a defective product, its managers 
could usually frighten them off by threaten- 
ing to file a complaint for harassment. 

After years of dithering, the Japanese 
government at last introduced product-li- 
ability legislation in July 1995. But consumers 
were so browbeaten that only 15 complaints 
have so far been filed. The cases are expen- 
sive and take years to come to court (Japan 
has only 17,000 lawyers to America’s 
700,000). And, unlike elsewhere, the plaintiff 
must prove negligence, not mere damage. To 
strengthen consumer rights, the government 
planned to introduce another bill earlier this 
year, but it backed off when business 
claimed it would “over-protect consumers 
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and hinder the development of industry”. 
Without waiting for the government, the 
Internet may now shift the balance of power 
between the country’s producers and con- 
sumers. In June a Fukuoka court backed an 
irate customer who used his website to pub- 
licise the abuse he had received from Toshi- 
ba after asking for a defective video recorder 
to be repaired. The customer’s home page re- 
ceived some 6.3m hits a day as other frustrat- 
ed consumers detailed their complaints. A 
chastened Toshiba eventually got the mes- 
sage and grudgingly apologised. Now it is 
learning that ignoring complaints—even 
ones dredged up by enterprising law firms— 
can.cost more than listening to them. 


Asian theme parks 


Fantasyland 


HONG KONG 


ECESSION, pollution, competition on all 

sides and the darkening shadow of 
mainland China: Hong Kong is in dire need 
of a pick-me-up. What better elixir than a 
dose of Disneyland? So went the thinking 
behind the bizarre scene on November 2nd 
when the territory’s chief executive, Tung 
Chee-hwa, posed arm-in-arm with Mickey 
and Minnie to announce a $4 billion deal to 
open Disneyland Hong Kong, Disney’s third 
big theme park outside America, in 2005. 

Negotiations to bring the magic kingdom 
to the Middle Kingdom have been under 
way for nearly a year. It was the terms that at- 
tracted attention: they commit Hong Kong to 
pay 88% of the cost, including the value of the 
land, the transport and the loans, in ex- 
change for only 57% of the equity—and Dis- 
ney gets a management fee on top. Yet they 
might have been worse: under Disney's orig- 
inal proposal, it would have put up no mon- 
ey atall, but simply run the park ona fee and 
licensing contract. Persuading Disney to in- 
vest $320m at least ensures commitment. 

The hope is that Mickey and Minnie will 
bring back the tourists whose numbers have 
dwindled since the Asian financial crisis and 
the territory’s return to China. With a curren- 
cy pegged to the American dollar, Hong 
Kong’s shops are now unattractively expen- 
sive, and whatever colonial appeal there 
once was has gone. Although it officially re- 
mains Asia’s top tourist destination, the visi- 
tors are increasingly low-spending main- 
land day-trippers. 

An attractive theme park could change 
that. Disneyland is projected to attract 10m 
much-needed visitors a year—3m of whom 
would not otherwise have come—once it is 
fully operational. However, Hong Kong is 
not the first Asian country to have had this 
thought. 

Far from being starved of lavish outdoor 
entertainment, Asia is wallowing in it. Over 
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the past five years investors in mainland 
China alone have built more than 2,000 
theme parks, ranging from grim construc- 
tions of cracked concrete and bear cages to 
surreal fantasy cities. Shenzhen’s Windows 
on the World replicates on a vast scale the 
great sites of the world (Niagara Falls thun- 
ders, and the Eiffel Tower can be seen even 
from the Hong Kong side of the border), and 
its Splendid China does the same for the 
Middle Kingdom's own highlights. The suc- 
cess of these two parks has spurred scores of 
shoddy imitators that now stand empty. 

South Korean firms such as Samsung are 
planning to build parks around the region. 
Shopping malls increasingly incorporate the 
elements of theme parks, from winter won- 
derlands with artificial snow to enclosed 
roller-coasters. Hong Kong already has a 
theme park, with cable cars strung between 
picturesque peaks and a seriously world- 
class aquarium. 

Behind this boom lies some simple arith- 
metic: Asia accounts for more than half the 
world’s population, and a disproportionate- 
ly young lot at that. Many of its citizens are 
no longer poor: even China is at last nearing 
the magic figure of annual cpp per head of 
$1,000, where entertainment and even holi- 
days become possible. After decades of aus- 
terity, Chinese want diversion: even modest 
historical sites and beaches are mobbed 
with busloads of first-time domestic tourists. 
The country’s one-child policy has bred a 
generation of parents who deny their kids 
nothing. No wonder Disney is hoping its 
Asian expansion (itis also adding a sea park 
alongside Tokyo Disneyland) will restart the 
growth of its theme-park business. This has 
been stagnant in its main American markets 
and struggling in Europe (where it this week 
announced yet another new park, to be built 
alongside Disneyland Paris). 

That logic may be right, but it has not sus- 
tained China’s own theme-park industry. 
Anestimated 80% of the parks built over the 
past five years have closed. White elephants 
such as the $50m American Dream outside 
Shanghai, were built to handle 30,000 peo- 
ple; on some recent days fewer than 30 have 
come, and it has had to pay employees and 
suppliers in free tickets. In Singapore, the 
Tang Dynasty City is under court protection; 
in Japan, ten theme parks go bust each year. 

Disneyland Hong Kong is a bet that 
Asians are not bored with all theme parks, 
simply with bad ones. Whether it succeeds 
depends mostly on what Disney does. Its 
plans are for a park based largely on Ameri- 
can—and Disney’s own—themes, rather 
than on Chinese or even Asian history and 
culture. This has led to speculation that a 
more Chinese-themed Disneyland may be 
reserved for the mainland. If so, that could 
leave Hong Kong where it started: facing the 
risk of becoming just another city in China, 
with more theme parks than it needs. 
































The pygmy problem 


Starting a small business is difficult, especially in a remote region. As Liam McKenna found, 
turning it into a middle-sized company is harder 


AST year, some research by David Storey 
at Warwick University reached a strik- 
ing conclusion. It found that, in Britain, 70% 
of businesses started by people aged 50 to 
55 survived for more than three years, com- 
pared with 30% of start-ups by 20-25 year 
olds. Given the coming bulge in the num- 
bers of old folk, ageing entrepreneurs are 
likely to become more common. Liam Mc- 
Kenna’s start-up has survived. But his expe- 
rience shows the difficulties of realising a 
dream of many middle-aged executives: 
how to combine early retirement with a 
new project that makes money and brings 
jobs toa remote part of the world. 

Scots-born, Mr McKenna spent most of 
his career with 13m. When he took early re- 
tirement in 1991, at the age of 50, he was a se- 
nior marketing manager. He settled in Dumfries, a town of 35,000, 
in the empty, lovely south-west corner of Scotland. Mr McKenna 
then met Randy Frazier, an American whose business took back, 
sorted and sold used computers, printers and other bits of elec- 
tronic equipment. In 1993 Mr McKenna set up his own firm, using 
the Frazier name (in return for a modest stake). 

Simply copying the American sorting business was not an op- 
tion: in America they take in ten truckloads of equipment a day, 
and Scotland could not hope to generate such volumes. So Frazier 
not only takes in new equipment that has been ordered but then 
cancelled, warranty returns, or machines discarded by firms; it 
also has a contract with British Telecom to take back the 750,000 
telephones its customers throw away each year. It refurbishes all 
this equipment and sells it, usually through brokers, and some- 
times to developing countries, splitting the proceeds with which- 
ever company threw it out. “We turn a cost into a profit stream for 
them,” says Mr McKenna. 

Through the 1990s Mr McKenna’s marketing skills and global 
contacts built a business with an unusually international pres- 
ence. He once tried to supply Stone, a Chinese electronics compa- 
ny, an experience that taught him how an inventive small-busi- 
ness approach can yield big-business advantages. He and his 
colleagues were collected from Beijing airport by a mute Chinese 
chauffeur, who drove them to the company’s headquarters, un- 
loaded their bags and vanished. When Mr 





What went wrong? In one sense, noth- 
ing: Mr McKenna has, he says, brought 
“1,000 man years of employment and £12m 
of spending-power” to a depressed little 
town. That has made him something of a 
local hero. As he readily admits, he is a mar- 
keting manager: “I'm not interested in man- 
aging day-to-day operations. I don’t have 
the desire to hire and fire and worry about 
cashflow. My interest was in creating a 
business that would last.” 


Time to grow up 


But two problems dogged his dream. One 
was the sort of thing that often happens to 
small (and indeed big) businesses. The 
company took wrong turnings: it gave over- 
seas subsidiaries too much latitude; and it 
tried to recover components such as computer chips, a business 
that went haywire when the technology gave trouble and the price 
of chips collapsed. That forced a recent financial restructuring, un- 
der which 3i, a venture-capital company, is expanding its stake in 
the firm from 20% to 49%. 

The second problem was more unusual. Dumfries, with noair- 
port anda tiny population, has little experienced management tal- 
ent. The managers with whom Mr McKenna built the business 
were locals, who learnt on the job. To grow meant finding profes- 
sionals, and persuading them to move. “I didn’t realise”, says Mr 
McKenna, “how difficult it was to get Scots managers in this closed 
little country to come and work with someone they did not know. 
I'd worked on the international stage, but I was not backed by an 
international company. I knew how to work with Americans, but I 
didn’t know the Scottish bankers.” 

Now, with the aid of 3i, the company has a chairman with 
good contacts in Scottish banking and electronics (but the decid- 
edly unScots name of Ken Lewandowski). Its chief executive, Gor- 
don McKie, came from Digital. To protect the company from the 
danger that cheap new computers will squeeze the margin on re- 
furbished ones, Mr McKie is developing direct sales of more pow- 
erful second-hand machines to non-profit bodies, such as chari- 
ties and schools, and to individuals. A European Union directive, 
requiring makers of electronic goods to arrange to take them back 
at the end of their lives and recyle them, 





McKenna and his team filed into the 
boardroom to make their presentation, 
they were greeted by the chauffeur—now 
revealed as an English-speaking senior ex- 
ecutive. “I usually learn more in those few 
miles from the airport than I do in the 
boardroom,” he beamed. 

For a while, Mr McKenna’s business 
was one of the fastest-growing in Britain. 
But today, although still expanding, it 
looks back on two painful years in which 
it lost £2.5m ($4.1m) and £2.6m, and it hasa 
new chairman and a new chief executive. 
Mr McKenna, who once held both roles, is 
still on the board, but he is now dreaming 


_Anold story 








_ Start-up survival: rates* 
_ by age of proprietors 





_%| promises more business if it is passed. But 
8, already, the company is almost back to 
break-even, employmentis growing again 
and, next year, sales should rise by 30-35% 
to about £20m. 

As for Mr McKenna, he plans to 
launch a venture with another technol- 
ogy:a way of repairing plastics without re- 
moulding them. This time, though, he will 
probably set up shop closer to the mar- 
kets, in the crowded, dirty, prosperous 
south of England. Policymakers in rich 
countries often worry about older work- 
ers who are laid off. But, for Mr McKenna, 
at least, age ultimately proved easier to 
deal with than isolation. 

















of starting a new venture. 
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Graduate School of Busine: 


In the Heart of Silicon Valley 


P owerful For more information contact: 


Tim Toller 


Ideas, Office of aah stl 
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Practice 


ulive_Education@GSB Stanford edu 


Web Site: 
www.gsb.stanford.edu/exed 


NOTICE TO INTERNATIONAL CONSULTANTS 


PRIVATIZATION OF NIGERIA AIRWAYS 








The Federal Government of Nigeria (FGN) and the International Finance 
Corporation (IFC) have entered into an agreement providing for the 
appointment of IFC as financial adviser for the privatization of Nigeria Airways: 


A multi-disciplinary team of specialist consultants will be recruited to provide Hl: 


technical and legal advice, under IFC's supervision. 


To this end, FGN is inviting expressions of interest from established I 


international firms, with recognized airline industry expertise, experience of 
privatization of state-owned enterprises in emerging economies, and 
appropriate local capacity in Nigeria, to be selected as: 


(1) Technical Consultant 
(2) Legal Consultant 


The contribution of the consultants will fall into the following general scope of work: 


* Phase |: due diligence of the Company, analysis of the air transport 
sector, and preparation of a privatization strategy. 


* Phase Il: assistance in restructuring effort and preparation of the - 
bidding process. 


* Phase Ili: preparation of marketing, bidding and contractual 
documents, and international call for tenders, 


Expressions of interest should include a general description of the firm 
and specific references of recent work in (1) Africa, (2) airline industry, and 
(3) privatization. 

Communications should be directed, by e-mail or fax, to: 

Nigeria Airways Privatization Coordinator 

international Finance Corporation 

Corporate Finance Services Department 

2121 Pennsylvania Avenue 

Washington DC 20433, USA 

E-mail: bportier @ ifc.org or squaynor@ifc.org. 

fax: 202-974-4327 (Phone: 202-473-9590/473-6375} 


Deadline for reply: November 15. 


EXECUTIVE EDUCATION 


Negotiation and Influence Strategies 
April 16 - 21, August 21 ~ 26, 

and October 22 ~ 27, 2000 

Strategic Uses of information 


Technology 
April 30 - May 5, 2000 


General Management Programs 


Stanford Executive Program 
june 18 - August 1, 2000 
Executive Program for Growing 
Companies 

February 27 - March 10, 

July 16 - 28, 2000 Leading and Managing Change 
Stanford-NUS Executive Program june 18 ~ 30, 2000 

july 30 - August 18, 2000 (in Singapore) Financial Management Program 
july 2 - 14, 2000 

Executive Program in Strategy 
and Organization 

July 30 - August 11, 2000 


Marketing Management Program 
july 30 - August 11, 2000 

Supply Chain Management 
August 27 - September 1, 2000 


Human Resource Executive 
Program: Leveraging Human 


Management Degree Program 


Stanford Sloan Program 
September 5, 2000 - July 15, 2001 


Specialized Programs 


Advanced Negotiation Program 
February 8 - 12, 2000 


Managing Technology and 
Strategic Innovation 
February 13 - 18, 2000 
Credit Risk Modeling for Resources for 

Financial institutions Competitive Advantage 
February 27 - March 2, 2000 (in London) September 10 - 15, 2000 
Managing Teams for Innovation Market and Credit Risk for 
and Success Financial Institutions 
March 26 - 31, 2000 October 15 - 20, 2000 


www.gsb.stanford.edu/exed 
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TOKYO 


comfort. not 


Japan’s lumbering financial industry has at last begun to feel a little heat—but 


only a little 


CC A SENSE of urgency” was the phrase Ja- 
pan’s government used to exhort the 
country to save itself during the darkest days 
of last year’s financial crisis. Bank runs came 
and went, the financial markets wobbled, 
foreigners panicked. But there was never 
anything urgent about the way in which Ja- 
pan's coddled bankers went about their 
business. Until recently, that is: there has 
been no unseemly rush, but events in Tokyo 
are unfolding at a most unJapanese speed. 

This autumn’s four big, industry-reshap- 
ing mergers have genuinely startled the Japa- 
nese. Besides the odd bankruptcy, nothing 
had changed in Japan’s financial industry 
for so long that the big firms seemed like 
fixed constellations: 20 “major” banks, 20 
full-service life insurers, four big securities 
brokers. Suddenly, a handful of groups re- 
main—and the mergers are not over yet. 

For a start, the emergence of big banking 
groups (see table) raises the question of what 
happens to those whostill lack partners. Dai- 
wa Bank, among the weakest of the big 
banks, looks especially lonely. In return for 
its share of the ¥7.5 trillion ($72 billion) of 
fresh capital that the government ladled out 
in March, Daiwa has been absorbing weak 
regional lenders into its group. That may not 
be enough to ensure its survival. It is now 
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considering whether to throw in its lot with 
Asahi and Tokai. That promises a super-re- 
gional retail bank thatcould lead the consoli- 
dation of Japan’s 64 first-tier and 60 second- 
tier regional lenders. 

Nor is there a partner for the “mighty” 
Bank of Tokyo-Mitsubishi which, with ¥70 
trillion-worth of assets, was once the indus- 
try leader. The merger of Fuji Bank, 1B; and 
DKB will create a monster more than twice as 
big (indeed, a bank with assets close to the 
Gpr of France), With Sumitomo and Sakura 
also planning to merge, Bank of Tokyo-Mit- 
subishi drops to third place. Worse, say in- 
dustry gossips, it has an institutional loath- 
ing for the only decent partner left, Sanwa 
Bank. Bank of Tokyo-Mitsubishi is part of the 
Mitsubishi keiretsu (or corporate group), 
which traces its blue blood back to one of the 





zaibatsu, the giant family-owned holding 
companies that ran the economy before the 
war. The Sanwa group is a post-war upstart 
and its bank acts the part. Indeed, no big 
lender cares much for Sanwa, whose pen- 
chant for running itself as a competitive 
business fits awkwardly with the clubable 
gentility expected of a Japanese banker. 


Trust and be trusted 


Then there are the trust banks. Most are in 
trouble, but their business—managing in- 
vestments—makes them attractive, since 
private pensions and other investment 
funds are catching on in Japan. One rumour 
suggests that Sumitomo Trust will merge 
with Mitsui Trust and Chuo Trust, two weak- 
lings that have escaped nationalisation so 
far. Or Sumitomo Trust may team up with 
Mitsubishi Trust. Both were thought to be 
drawing closer to the commercial banks in 
their respective keiretsu. But neither gets 
along with these banks, being too strong and 
proud to bow to a bigger partner, and too 
small to strike an equal relationship. 

The mutually owned life insurers are 
also sniffing around the trust banks. On No- 
vember 4th, Nippon Life, the biggest, said it 
was studying a fund-management alliance 
with Mitsubishi Trust. One Nippon Life 
manager even talks of a three-way marriage 
between his company, Sumitomo Trust and 
Mitsubishi Trust. Together, these three 
would control more than half of the pen- 
sions business, he says. The merger between 
1B}, Fuji and pks, meanwhile, invites specu- 
lation about the life insurers. Each of these 
has ties witha big insurer—respectively, Dai- 
ichi Life, Yasuda Life and Asahi Life. And 
each is too weak to survive without its bank- 
ing partner. Together, though, they could be- 
come the biggest life insurer in Japan, oust- 
ing Nippon Life from a position it has held 
for more than 100 years. A full merger is im- 
possible without demutualisation, for 
which the insurers are said to be preparing 
next year. 

These mergers are pleasantly surprising, 
not least because so many cross old keiretsu 
lines. Only six months ago, that seemed un- 
thinkable, as the industry drifted towards six 








Putting on weight 


Important mergers 








DKB/IBJ/Fuji Bank 
Sumitomo/Sakura Bank 
Tokai/Asahi Bank 
Mitsui/Chuo Trust 


Mitsui Marine & Fire/Nippon Fire & 
| Marine/Koa Fire & Marine 








Joint assets 
Date ¥trn Comment 
Aug 20th 1999 141.0 World's biggest bank by assets 
Oct 14th 1999 98.7 
Oct 7th 1999 66.3 Daiwa Bank may join 
May 24th 1999 14.7 Sumitomo Trust may join 
Oct 19th 1999 6.1 Sumitomo Marine & Fire may join 
Note: Neither Bank of Tokyo-Mitsubishi nor Sanwa Bank yet has a partner 
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or seven keiretsu-based European-style uni- 

~-yersal banking groups. Now that old loyal- 
ties seem to have weakened, consolidation 
can go further. Already, Japan is down tofive 
big financial groups, with the chance that 
this might shrink to four. 

Having pummelled bank managers so 
mercilessly for so long, the stockmarket is re- 
warding them handsomely for their new 
broadmindedness. Since they hit a low in 
October 1998, bank shares have doubled in 
price. Sakura Bank’s have climbed by more 
than 400%. As a group, the big banks’ shares 
are now worth more than 60 times this year’s 
forecast earnings per share. By international 
standards, this valuation is rich indeed. 

Too rich, surely. When they announced 
their merger in August, 1B}, DKB and Fuji de- 
clared themselves “number one in the global 
financial market.” Ranked by assets, this is 
strictly correct, but Kenichi Ohmae, a Japa- 
nese consultant, seems closer to the mark. He 
likens the proposed new bank to the Yama- 
to, the biggest battleship ever built and the 
pride of the Japanese navy. It sank before 
any of its monstrous guns was even fired. 

The sheer size of Japan’s banks is more a 
sign of weakness than strength. It reflects 
their persistence in business lines that bank- 
ers elsewhere have ditched as unprofitable. 
About half Japan’s bank lending is to big 
companies—loans that, on average, proba- 
bly pay about half a percentage point more 
than the banks’ cost of funds. Because so 
much of their capital is tied up in unprofit- 
able assets, it is mathematically impossible 
for them toearn the profits that, for example, 


American banks do. To achieve that, they 
need tochange the sorts of business they do. 

Sumitomo and Sakura talk a little about 
this sort of restructuring, hinting that they 
will invest more in such lucrative areas as re- 
tail finance and lending to small companies. 
1B, Fuji and pKs seem concerned mainly 
about their costs. Yet these costs are already 
fairly low by intemational standards, says 
Robert Zielinski of Lehman Brothers, an 
American investment bank, so cost-cutting 
isan unlikely recipe for a prosperous future. 

The banks have learnt to dress up their 
announcements in the language of western 
management consultants. But there is little 
evidence that they have grasped what their 
new talk of shareholder value and customer 
focus really means for how they are run. A 
year ago, the banks were talking of repricing 
their lending—to increase profits and charge 
riskier customers more. But lending margins 
are still razor-thin, and risk-priced lending a 
rarity. They have made little headway, 
meanwhile, into fee-based businesses, such 
as investment banking and asset manage- 
ment. Thanks to the government’s handouts, 
their massive bad-loan problems seem un- 
der control. But they have still not under- 
taken a thorough restructuring of their loan 
books. So building firms, property compa- 
nies and supermarkets continue to flail 
about under impossible debts, threatening 
Japan’s fragile economic recovery. 

But then, Japan’s bankers know that 
they still enjoy a good deal of protection, 
particularly from the ruling Liberal Demo- 
cratic Party. The government has drawn 





back a little recently. Its hotly debated deci- 
sion in September to sell Long-Term Credit 
Bank to a consortium led by Ripplewood 
Holdings, an American fund manager, will 
inject welcome foreign competition into the 
wholesale financial business. But unlike 
South Korea, where nearly 50% of bank man- 
agers lost their jobs following its financial 
crisis in 1997, Japan has sacked none of the 
old men who run its banks (though there 
have been a couple of token arrests at na- 
tionalised lenders). The bail-out in March, 
meanwhile, was on extraordinarily generous 
terms. If Japan’s bankers sometimes fail to 
achieve the proper sense of urgency, the gov- 
ernment must share some of the blame. 





South Korean banks 


Victims of 
success 


SEOUL 


WO years after its humiliating rescue by 

the ımr, South Korea looks like that stern 
disciplinarian’s star pupil. After shrinking 
by 5.8% in 1998, the economy is likely to grow 
by at least 7% this year, with growth of 5% 
forecast for 2000. But, despite this breathtak- 
ing recovery, South Korea still has an ugly 
blot in its copybook: the banks. To restore 
them tohealth, the government spent 64 tril- 
lion won ($47 billion), three-quarters of 
which was used to recapitalise commercial 





f 


FRANKFURT 


T LEAST the markets could see it com- 
ing. In July, the European Central 
Bank announced a “tightening bias” in its 
policy for the euro. More recently some 
' members of its council had been making 
increasingly hawkish noises. On Novem- 
ber 4th the ecs duly raised its key interest 
rate by 0.5 percentage points to 3.0%—the 











Off the gas or on the brake? 


first rise in the euro’s short life. The same 
day the Bank of England raised British rates 
by a quarter-point to 5.5% (see page 65). 

The secs had several arguments for 
striking now. The economic climate has 
improved since April, when it cut rates by 
half a point to fend off deflation. Analysts 
believe the euro-area economy is picking 
up speed. Business confidence is rising. A 
survey this week suggested that manufac- 
turing is growing at its fastest rate for 18 
months. The real smoking gun, however, is 
money-supply growth, which remains 
well above the “reference” rate of 4.5% a 
year and is accelerating. 

The Ec worries that this may push in- 
flation above its 2% target ceiling. Yet how 
likely that is remains debatable. Inflation is 
currently well below the danger level, at 
1.2%. Stripping out rising energy prices pro- 
duces a “core” level of only 0.9%. The ec 
hopes that a pre-emptive rate rise now will 
stop inflationary pressures from bubbling 
over next year. But those pressures are still 


hard to spot. Core inflation has fallen, not 
risen. Many economists think that the euro 
area can grow by considerably more with- 
out igniting inflation, because, unlike 
America, it has plenty of economic slack. 
Deregulation is also boosting efficiency. 

Although this week’s move was well- 
flagged, there is still confusion over the 
ECB’s strategy. This is based on two pillars, 
money-supply growth and the outlook for 
prices, But which is more important? Euge- 
nio Domingo Solans, an executive-board 
member, has said it is money; Otmar Iss- 
ing, the bank’s chief economist, has sug- 
gested otherwise. And should money even 
bea pillar? Itcan be unreliable, particularly 
after the launch of a new currency. Thom- 
as Mayer of Goldman Sachs reckons inves- 
tors are demandinga risk premium on euro 
assets because of the lack of clarity. 

Should hastiness be added to the list of 
the ecs’s foibles? Wim Duisenberg, the 
bank’s president, said recently that raising | 
rates “may be more akin to lifting the foot | 
from the pedal than braking the momen- | 
tum of the economy”. Yet, with Europe’s re- | 

| 
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covery still so young, that may still be too 
much, too soon. 
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The Airbus A340 can fly non-stop for up to eighteen 
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either. You see, we think passengers should be able 
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Investment Consulting from 
Credit Suisse Private Banking 
means that your personal advisor 
mobilizes the entire resources of 
the Credit Suisse Group to meet 
your individual goals. Put a leading 
international company to work for 


you and enjoy the outcome. 
Contact us at 00800 8003 0000 
or www.cspb.com 





SUISSE BANKING Investment Consulting. It’s time for an expert. 





Not cleaned up yet 


banks, but they are still not out of trouble. 
They suffer not just, as before, from the 
bankers’ incompetence, but also from the ef- 
fects of the government's intervention. 

Kim Woo Jin, a research fellow at Korea 
Institute of Finance, says that many bank 
presidents behave like bureaucrats. To be 
fair, some campaign for the interests of their 
shareholders, and protest about the state’s 
meddling in business. But too often they 
yield to pressure and shut up. A further diffi- 
culty is that several banks were nationalised 
last year. Of the 17 commercial banks, the 
state now owns the three biggest (Hanvit, 
Chohung, Seoul) and is a majority share- 
holder in three others (Housing & Commer- 
cial, Kookmin, and Korea Exchange Bank). 
Unsurprisingly, the government often treats 
banksas tools of its policies rather than asin- 
dependent businesses. 

One good example of this was the gov- 
ernment’s strategy for propping up the bond 
market after the near-collapse of Daewoo, 
the second-biggest chaebol (conglomerate), 
in August. At the time, investors pulled mon- 
ey out of trust funds, which in turn sold 
bonds to raise cash. So bond prices plum- 
meted. The government set up a fund to buy 
bonds (similar to a share-buying fund it set 
up in 1989 after a stockmarket collapse). The 
banks had nochoice but tocontribute acom- 
bined 20 trillion won. Since then, bond 
prices have clawed their way back to where 
they were before the Daewoo debacle. But 
the banks holding them risk taking big losses 
when interest rates, which are currently kept 
artificially low, rise. 

The banks are also ill-equipped to cope 
with other sorts of risk. They suffer shortages 
both of information technology and of tech- 
nicians with the skills to apply it. Their sys- 
tems for assessing credit risks are sadly inad- 
equate, especially now that many have to 
diversify their lending towards smaller com- 
panies. In the past, banks preferred to lend to 
chaebol subsidiaries, even at thin margins. 
But now these big firms are either being 
forced to reduce their borrowing, or are rais- 
ing money in the capital markets. As a result, 
commercial banks’ lending to small firms 
jumped to 10 trillion won during the first 
nine months of this year (14 times as muchas 
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for the whole of last year). Even 
listed firms audited by inde- 
pendent accountants, such as 
Daewoo, hide debts. The 
creditworthiness of smaller 
firms is more opaque still, since 
many cook their books. 

As a result, commercial 
banks’ non-performing loans 
(NPLS) are rising. In 1997, NPLS 
amounted to only 6% of total 
lending, on average. By the end 
of last year, they had climbed 
to 7.4%, and to 8.7% by the end 
of June. This ratio is likely to 
move up again when, from De- 
cember, the banks have to begin making pro- 
visions for doubtful loans as well as for those 
already in default. Mounting bad loans and 
stricter provisioning requirements are al- 
ready eating into the banks’ profits and wip- 
ing out a large portion of their equity. The 17 


banks between them recorded losses of 2.4 
trillion won in the third quarter of this year, 
against 3. trillion won of profits in the first 
half. 

Losses are likely to grow bigger when 
debt-restructuring schemes covering 12 Dae- 
woocompaniesare finalised. Daewoo's total 
debts are estimated at around 100 trillion 
won, a quarter of which was borrowed from 
local commercial banks. This means that, 
under South Korean rules, the banks would 
have to set aside a combined 10 trillion won 
in loan-loss provisions by the end of next 
year. They will also have to provide new 
loans to revive Daewoo firms, and to swap 
some of their existing loans for shares in the 
companies. This week Daewoo's founder, 
Kim Woo Choong, offered to resign as chair- 
man. Even so, it remains impossible to tell 
how many Daewoo companies will sur- 
vive—and how much more good money the 
banks will have to pour after bad. 
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Mexican banks 


Fasten seatbelts 


MEXICO CITY 


DRUNKEN pilot trying to land on an air- 

craft carrier in heavy seas: that is what 
the Mexican government's attempts to get 
inflation to hit its target in past years bring to 
mind (see chart). But this year inflation is 
likely to be very close to, if not bang on, its 
13% goal. For the first time, the central bank’s 
declared aim of reducing it to 3-4% by 2003 
does not look dotty. 

Has the pilot sobered up, have the seas 
subsided, or is it just luck? Certainly luck has 
played a part. After last year’s market tur- 
moil, Mexico has enjoyed an unexpectedly 
strong peso and weak consumer demand. 
This good news is increasing the credibility 
of the government and the central bank. 

But choppy waters lie ahead. The run-up 
to presidential elections, due in July 2000, is 
traditionally a time of crisis. And this time, 
after 71 years of rule by the Institutional 
Revolutionary Party (pri), there is more un- 
certainty than ever about whether it will win 
again and what might come next. Atleast the 
pilot is rather less tipsy. The government has 
carefully structured its debt, and it has nego- 
tiated standby loans to avoid capital flight or 
balance-of-payments crises. Also, after 
1994's election and the subsequent crash, it 
freed the exchange rate, so abrupt devalua- 
tion by decree is no longer an option. 

One of the biggest storm clouds remains 
the banking system. Just over a year ago the 
cost of bailing out Mexico’s banks after the 
1994-95 crisis stood at some $65 billion, 
around 14% of Gpr. But the reverberations of 
Russia’s crisis forced up interest rates and 
turned many more loans bad. In September, 
the deposit-protection agency, 1PAB, estimat- 


ed that the cost of the bail-out had risen to 
$93 billion, or 19.3% of Gpr. Standard & 
Poor’s, a credit-rating agency, puts the figure 
at $104 billion. rras has lowered its estimate 
of the proportion of the total that can be re- 
covered, by selling off the assets that secured 
the loans, from 30% to just 20%. 

The taxpayer will foot most of the bill. 
Despite that, and the good news this week 
that their overdue loans had dropped by ov- 
era third in the 12 months to September, the 
banks are still not in good shape. The bank- 
ing regulator announced stricter capital-ad- 
equacy requirements in September. It esti- 
mates that banks will need to find about $5 
billion in the next three years to meet them. 
In the meantime, lending will anyway re- 
main weak, until new bankruptcy and fore- 
closure laws are passed. Under current laws, 
forcing debtors to pay up is very hard. But 
one draft law is stuck in congress (along with 
about a hundred others), and the other has 
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not even got there. It is quite likely. neither 
will be passed before congress’s first post- 
election session, next September. 

To repay 1paB’s debts, the government's 
strategy is to hold them constant in real 
terms. It will pay only part of the interest, 
capitalising the rest so that the debt grows at 
the rate of inflation. Economic growth will 
then make the debt shrink relative to Gpp, 
until it gets so small that some government 
in the future—a long way in the future—can 
wipe it out altogether. All fine and dandy, 
but dependent on two things—-both de- 
manding that all-important credibility. 

First, interest rates, already down from 
last year’s highs, must drop further. When 
congress starts wrangling over the budget 
later this month (another distraction from 
passing laws), iras is expected to ask for 
around 34 billion pesos ($2.2 billion) to pay 
interest on its debt. That, however, will not 
be enough unless rates fall, which means 
that investors’ confidence must rise. And 
that will not happen quickly, since it re- 
quires the clearing up of several uncertain- 
ties: the banking system has to be shored up; 
the elections must pass without the custom- 
ary crisis; and the new government—of 
whichever party—must maintain the cur- 


rent one’s fiscal and monetary prudence. © - 

Second, the economy must grow, even as 
inflation continues to slide. The central bank 
points out that, historically, high growth and 
low inflation have gone together in Mexico. 
But it will take more than a year of on-target 
inflation for employers and workers to be- 
lieve in the central bank's projections and to 
hold back from inflationary pay settlements. 

There is already a threat to the inflation 
target. The peso, which many analysts 
thought overvalued, has started to creep 
down in recent weeks. That aircraft carrier 
might yet be bobbing about on an inflation- 
ary surge. 





American banks 
Flying low 


F YOU wanted to know why financial ana- 

lysts are paid so much (believe us, they are) 
here is one answer: they have to read Alan 
Greenspan’s speeches. These are, to put it 
mildly, a touch leaden. A good example is 
one he made on October 14th. He implied 
(you can say no more) that banks are over- 









estimating their risk-management expertise. 
For some reason this was news to investors, 
who promptly sold bank shares to their low- 
est level ina year. 

The sellers might now have regrets. A 
week later Congress hammered out an agree- 
ment to repeal Glass-Steagall, the law that 
compartmentalises America’s financial sys- 
tem. With an understandable view that com- 
mercial and investment banks and insurers 
would be out to buy one another, shares in fi- 
nancial firms soared (see chart on next page). 

Understandable it might have been; 
whether it was correct is another matter. The 
rumour mill is buzzing with stories about 
who is about to buy whom. But there have 
been other reasons for the share-buying 
spree. There were, for instance, statistics 
showing that, although the economy grew by 
nearly 5% in the third quarter, inflation was 
subdued. So investors believe the Federal Re- 
serve is less likely to put up interest rates than 
they had feared. 

Rising interest rates have a big impact on 
share prices. But it is not clear why bank in- 
vestors should worry so much about them. 
Banks now hedge so fully against interest- 
rate movements that neither falls nor rises 
have much effect on margins; if anything, 





Purest ray serene? 


HONG KONG 


PARE a thought for Hong Kong. Desper- 

ate to reinvigorate its stalled economy, 
it has latched on not just to theme parks 
(see page 77) but to technology. Unlike 
most of its neighbours, it has few real tech- 
nology companies. But the punters are 
hankering to invest in proper dot.coms. 
What todo? 

The answer: start a market for other 
countries’ high-tech companies. Later this 
month the government will launch the 
Hong Kong Growth Enterprise Market 
(cem), a listing vehicle for the young and 
unprofitable, inspired by America’s Nas- 
daq exchange. Like the many 
other Nasdaq clones around the 
world, Gem will have lower costs 
and looser listing require- 
ments—it will not insist on a 
company having a profit record, 
or even any revenues, for exam- 
ple. In return, its reporting and 
corporate-governance require- 
ments will be more stringent. 

Yet the history of such sec- 
ond markets is not encouraging. 
Mostend up witha smattering of 
firms neither big enough for the 
main boards nor promising 
enough for Nasdaq. They wrestle 
with low liquidity and little cred- 
ibility. In Asia, Japan, South Ko- 





rea, Singapore, Malaysia and Taiwan all 
have second markets; most are still small 
(Malaysia’s consists of a single company) 
and valuations are meagre. 

This is a risk for GEM, too, but it is 
counting on Hong Kong's unique position 
as the financial gateway to China to make a 
difference. Rather than focusing on Hong 
Kong firms, it expects to serve companies 
based in, or mainly selling to, all of “greater 
China”—the mainland and Taiwan, as well 
as Hong Kong. Although Hong Kong may 
be relatively barren ground for technology, 
China is rising quickly as an Asian technol- 





ogy power; and Taiwan is already a global 
leader. Currency controls make it hard for 
mainland companies to raise international 
funds at home, and paranoid Taiwan limits 
the amount of capital that its companies 
can use on mainland ventures, which is 
where most manufacturing firms want to 
go. Companies from China and Taiwan 
make up the lion’s share of the 13 firms that 
have already filed to liston Gem. 

Unfortunately, the companies are a 
pretty mixed bunch, from the expected In- 
ternet upstarts to old Taiwanese textile 
companies and a Shanghainese herbal- 
medicine maker. Even the ones that might 
plausibly be described as high-tech strike 
some investors more as high-risk. What 
could be less secure than a mainland-Chi- 
nese Internet start-up? 

The timing, which combines 
a local recession and hints of the 
end of the dot.com bubble with 
worries about the millennium 
bug, is scarcely propitious. Fund 
managers have little appetite for 
yet more small markets. They 
would rather see looser listing re- 
quirements at traditional stock 
exchanges (as is happening in 
Singapore), an Asia-wide second 
market linking many of the 
smaller exchanges, or even Nas- 
daq itself extended fully to Asia, 
with 24-hour trading and local 
listings. Gem, in short, could 
sparkle unnoticed. 
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when interest rates go down, so do profits, 
because banks pay so little for deposits but 
the price at which they lend goes down. And 
if interest rates were really a concern, why, 
asks Mike Mayo, an analyst at Credit Suisse 
First Boston, did bank shares perform so dis- 
mally before anyone was concerned about a 
possible rise? 

Perhaps, some say, bank shares have ris- 
en sharply because they had become so 
cheap. American banks are more profitable, 
better capitalised and more diversified than 
they have ever been. Their 20% retum on 
equity in the second quarter was the highest 
ever—and, although probably a touch lower 
in the third quarter, many banks’ profits 
comfortably beat analysts’ expectations. 

But these claims are debatable. Banks’ 
business is, as Mr Greenspan pointed out, 
probably less diversified than they think. Al- 
though 40% of their revenues now come 
from fees, rather than from margins earned 
from traditional lending business, probably 
half their fee income would be at risk should 
the stockmarket turn down. So would rev- 
enue from their venture-capital activities, 
which in the third quarter of this year con- 
tributed $2 billion to the combined profits of 
the eight biggest banks. As for their lending, it 
is true that, thanks to deregulation, Ameri- 
can banks are no longer as geographically 
confined as they were. On the other hand, it 
is also true, despite their fancy new risk mod- 
els, that they probably underestimate the ef- 
fects of adownturn in the economy. 

Then there are those record profits. There 
are only three ways in which these can be in- 
creased: cost-cutting; getting into new busi- 
nesses; and taking more risk. Banks have in- 
deed cut costs. Their so-called “efficiency 
ratio”--a measure of costs compared with 
revenues—has improved in the past few 
years. But cutting costs will not mean more 
profits unless revenues also hold up. Banks 
have certainly been getting into new busi- 
nesses, but many are not very profitable and 
the banks run the risk that they will be even 
less so in a downturn. 

The biggest reason for banks’ bumper 
profits is that they are taking more risks. Reg- 
ulators are starting to raise their eyebrows. 
The Office of the Comptroller of the Curren- 
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cy has made its views plain for a while. Now 
the Fed—despite claiming only a few 
months ago that there was nothing to worry 
about—is doing the same. The credit quality 
of banks’ loan portfolios is declining as bet- 
ter-rated companies tap the bond markets. 
Sub-prime lending (ie, to those with poor 
credit histories) is climbing sharply. And de- 
faults in the bond market are at their highest 
level since the recession of the early 1990s de- 
spite heady economic growth. 

What might happen to banks’ loan port- 
folios if there were a recession? Or, as Mr 
Greenspan snappily put it: “while time pref- 
erence may appear to be relatively stable ov- 
er history, perceptions of risk and uncertain- 
ty, which couple with time preference to 
create discount factors, obviously vary wide- 
ly, as does liquidity preference, itself a func- 
tion of uncertainty.” 

Turgid? Even Immanuel Kant might 
have blushed. But the bottom line is this: 
banks make lots of money because they are 
taking more risk. Splendid in boom times; 
rather less so in a bust. 
nanan nna 


The euro 


Ready money 


BRUSSELS 


HEN countries prepare to join the Eu- 

ropean Union, as a dozen are doing 
now, they brace themselves for long negotia- 
tions with the European Commission, 
which tend to follow the same basic pattem. 
The commission urges them to adopt the 
Eu’s way of doing things in every detail, say- 
ing they cannot join until they have all the 
right rules and systems in place. The appli- 
cants ask for waivers on the more expensive 
or politically difficult adjustments, so they 
can join sooner and conform later. 

But in the case of monetary union, the 
pattern has undergone a curious reversal. 
The advance guard of six countries—Cyprus, 
the Czech Republic, Estonia, Hungary, Po- 
land and Slovenia—which began detailed 
entry negotiations with the eu last year, and 
which hope to join in 2003 or soon after, are 
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set by the eu in its 1991 Maastricht treaty, will 
deny the relatively poor candidate countries 
the flexibility needed to rebuild and restruc- 
ture their economies. The rules also require 
each would-be joiner to serve out a proba- 
tionary period, after joining the eu, of at least 
two years, during which its national curren- 
cy is pegged loosely to the euro. 

In practice, most candidates see the con- 
vergence criteria as a small price to pay for 
the exchange-rate stability and the low inter- 
est rates that come with full entry into the 
monetary union. They will make joining the 
euro their top economic priority, whether 
the commission likes it or not. One or two 
think they could manage well enough even 
without the two-year probation period be- 
tween joining the eu and adopting the euro, 
ifonly the commission would allow them. 

Slovenia has been the main critic of this 
last requirement. It says credit should be giv- 
en for exchange-rate stability achieved by a 
country before it joins the zu. If this argu- 
ment were accepted, Estonia might also pro- 
fit. By any practical measure Estonia is half- 
way into the euro already. Its currency, the 
kroon, has been tied to the p-mark by a cur- 
rency board since 1992. 

In Poland, some economists have argued 
for adopting the euro unilaterally even be- 
fore joining the ev, by redeeming national 
banknotes for (yet to be issued) euro bank- 
notes bought with foreign reserves. Jacek 
Rostowski, a finance ministry adviser, has 
backed this as a way for Poland to cut inter- 
est rates and accommodate a probable rise in 
foreign-capital inflows, without courting in- 
flation, on the one hand, or a currency ap- 
preciation that might damage competitive- 
ness, on the other. 

In practice, the commission will proba- 
bly hold the line, and all the applicant coun- 
tries will serve out their probationary peri- 
ods. Assuming they start joining the £u in 
2003-05, that will allow the first ones to adopt 
the euro in 2005-07. Denmark, Greece and 
Sweden—three of the four eu countries 
which stayed out of the euro-zone this 
year—may also have joined by then. Increas- 
ingly, only in Britain, it seems, are the Euro- 
pean Union and monetary union viewed as 





keen to adopt the euro at the 
first opportunity. They have 
been telling the commission 
as much since their negotia- 
tions turned to the topic on 





permanently separable things. 








September 30th. And it is the 
commission that is trying to 
cool their ardour. In its annu- 
al review of the enlargement 
process last month it said 
that “attempts at too early 





adoption of the euro” could 
be “highly damaging”. 

The commission is wor- 
ried that the “convergence 
criteria” for euro-zone entry, 
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MERICA’S “new paradigmers”, who 
believe that the economy can sustain 
rapid growth without any risk of inflation 
or recession, cheered last week’s revisions 
to America’s national accounts. The new 
figures showed that productivity has been 
growing faster than previously thought. If 
the long-term trend of productivity has tilt- 
ed upwards, this will raise the limit on how 
quickly the economy can grow without ig- 
| niting inflation—which would be good 
| news indeed. However, inflation is not the 
| only threat to America’s current expansion. 
| Another is a pattern of severe financial im- 
| balances, which no amount of statistical 
| 








revision can erase. 
A recent study* by two British econo- 
mists, Wynne Godley and Bill Martin, fo- 
| cuses on three imbalances: an overvalued 
| stockmarket, the collapse in private-sector 
saving and an alarming increase in debt. 
| Ali three have touched unprecedented lev- 
els, for reasons that are closely connected. 
The massive increase in share prices has 
| encouraged households to spend more 
and firms to invest more; this has been fi- 
| nanced in part by new borrowing. 

The best single measure of the impact 
of the stockmarket on America’s economy 
is private-sector net saving—the gap be- 
tween the disposable income of house- 
holds and firms, and their spending on 
consumption and investment. On the old 
national-account figures, private net sav- 
ing had fallen toa record low of minus 5.5% 
of cpr this year (ie, spending exceeded in- 
come). The new statistical revisions have 
trimmed this financial deficit to 4% of Gpr. 
But the trend—a huge drop in net saving— 
remains unchanged. Over the past four de- 
cades, private net saving has never before 
been negative (see chart). 

This slump in private saving is also re- 
flected in America’s widening current-ac- 
count deficit. By definition, the sum of priv- 
ate and government net saving is equal to 
the external deficit. The recent fall in priv- 
ate saving has been only partly offset by 
the government's budget surplus. 

These trends are, of course, unsustain- 
able. Other countries—such as Britain, 
Sweden and Japan in the late 1980s—have 
| also seen sharp slumps in net saving when 
| they experienced asset-price bubbles 
| (whether in housing or stockmarkets). 
| Their economies were later severely dam- 








*“America’s new era”. Phillips & Drew research group 
occasional paper: no.7. October 1999. 


Living on borrowed time 


An unsustainable build-up of debt may be an even bigger threat to the 
boom in America than a rise in inflation or a collapse in share prices 





aged when falling asset prices caused sav- 
ing to rebound, often to above normal lev- 
els, to correct previous overborrowing. In 
Britain, for instance, private net saving 
swung from minus 6% of cpp to plus 6% be- 
tween 1989 and 1994. The result was deep 
recession. Messrs Godley and Martin say it 
is impossible to predict when the good 
times will end in America; but the bigger 
the financial imbalances become, the 
worse will be the final reckoning. 

Most forecasters expect America’s 
growth to slow gently over the next few 








years, which might suggest that the imbal- 
ances could unwind gradually. But this 
may be wishful thinking. To demonstrate 
this, Messrs Godley and Martin feed the as- 
sumptions of America’s Congressional 
Budget Office for growth and fiscal policy 
into their own economic model. 

Even with moderate growth (2.5% aver- 
age over the next five years), the current-ac- 
count deficit widens further, partly be- 
cause of rising debt-interest payments. 
Official policy also assumes a rising budget 
surplus. Arithmetically, higher govern- 
ment saving and a bigger external deficit 
imply a further fall in private net saving. 
Or, put another way, the drag on demand 
from trade and the budget means that priv- 
ate spending must continue to outpace 
private disposable income by a widening 
margin in order to keep GDP growing even 
at amore modest pace. 

The authors conclude that, on current 
policies—-and even without a stockmarket 
crash first—America’s expansion cannot 
be sustained, since the increase needed in 





the private sector’s financial deficit is unre- 
alistically large. The rise in the debt of firms 
and households would be unsustainable. 
To explore how the expansion might 
eventually end, the authors consider a 
range of possibilities for private net saving. 
In the first, net saving remains close to its 
current level—this, more or less, is what 
most other forecasters assume. In the sec- 
ond, private net saving steadily increases 
over a five-year period to its long-term av- 
erage (1% of Gpr on the old series). And in 
the third, saving rebounds abruptly, over- 
shooting its historical average, with private | 
net saving rising to 4% of epr by 2004.Inall | 
three options, it is assumed that the dollar 
and the stockmarket fall: the more severe 
the drop in spending, the greater the fall. 


An unhappy ending 
The third scenario, unsurprisingly, delivers 
the hardest landing. pr is then forecast to 
fall by an average of 0.3% a year over the 
next five years, and the unemployment 
rate to rise to 1%. But even if saving simply | 
reverts to its historic average, the economy 
virtually stagnates for five years, with aver- 
age annual growth of 0.4%. 
Only if private net saving remains atits 
current record low does the economy con- | 
tinue to expand (at an average of 18% a | 
year). However, Messrs Godley and Martin | 
| 
| 
1 
| 
| 





reckon that this is the least plausible out- 
come, because it implies a massive increase 
in the ratio of total private debt, from 
around one-and-a-half times income to- 
day to two times by 2004. History also ar- 
gues against a “soft landing”. Other coun- 
tries’ experience suggests that once bubbles 
begin to deflate, powerful forces, such as 
falling asset prices or the effect of an over- 
hang of debt, tend to push saving upwards. 

Could monetary or fiscal polices pre- 
vent a hard landing? Messrs Godley and 
Martin conclude that lower interest rates 
by themselves could not save the day. And 
even if lower rates prevented a rise in sav- 
ing, this would only postpone the neces- 
sary adjustment. A fiscal stimulus, on the 
other hand, could certainly offset the fall in 
private spending. Unfortunately, in Ameri- 
ca’s political system it is hard to cut taxes or 
to increase public spending fast enough. | 

If this analysis is correct, America will 
at best face a prolonged period of sluggish 
activity. Experience elsewhere has shown 
that a falling rate of private net saving fi- 
nanced by rising debt is simply not sustain- 
able. If America does pull off a soft landing, 
where others in similar circumstances 
have failed, that will indeed deserve to be 
called an economic miracle. 
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, Both industrialized and newly-industrialized countries are 
increasingly looking to the private sector to develop and 
g finance large-scale public projects or to take over and 
í improve the performance of state-owned utility and 
q infrastructure companies. The challenge for these officials 
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Moneyed men in institutions 


Last week’s brief in our series on finance took a close look at 
banks, the extenders of credit. This week we focus on the 
institutions that dominate securities markets: pension funds, 
mutual funds and insurance companies 


T THEIR most basic, they are 
simply vast pools of money. 
Pension funds, mutual funds and 
insurance companies—collective- 
ly known as “institutional inves- 
tors”—control a huge chunk of 
most rich countries’ retirement 
savings and other wealth. They are 
like trustees of the world’s capital. 
By allocating it—shifting into and 
out of shares and bonds, countries 
and currencies—they move mar- 
kets, hold governments to account, 
sire new companies and dispatch 
moribund ones. Understanding 
how they do this is essential to 
grasping the capitalist system. 
Institutional investors world- 
wide controlled over $26 trillion in 
1996, of which America accounted 
for over $13 trillion, Europe over $7 
trillion and Japan close to $4 tril- 
lion. To put this into perspective, 
institutional investors in America 
held securities worth almost twice 
their country’s Gor, and more 
than three times the assets in the 
banking system. Pension and mu- 
tual funds, in particular, have been 
growing in importance at the ex- 
pense of banks (see chart 1). 
Because institutional inves- 
tors, as well as banks, are subject to 
local culture and regulation, how- 
ever, regional differences are huge. 
In Germany and France, for in- 
stance, the largest share of finan- 
cial assets is still in the hands of so- 
called “universal banks”; and in- 
surers are the largest institutional 
investors, because private pension 
funds barely exist. Elsewhere pen- 
sion funds are easily the largest cat- 
egory: in the Netherlands they 
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control 56% of all institutional as- 
sets (see chart 2). 

The growth of institutional in- 
vestors at the expense of banks is 
likely to spread from America to 
other countries. As the biggest 
owners of stocks and bonds they 
will exert a growing influence in 
corporate finance and, hence, cor- 
porate governance. Already, insti- 
tutional investors in America have 
huge power over company man- 
agement. 

Yet for now the differences— 
national and institutional—are 
more striking. Not only do some 
markets (English-speaking coun- 
tries, mainly) have “equity cul- 
tures”, whereas others (continen- 
tal Europe, say) are more 
risk-averse and stick to bonds; but 
each type of institution works 
within its own set of regulatory 
and economic restraints. The pen- 
sion fund of a British company 
with a young workforce, for in- 
stance, would have most of its as- 
sets in the stockmarket. An earth- 
quake insurer that may suddenly 
need a lot of cash will prefer safer 
government bonds. 

But except for pure property 
or casualty insurers, all three types 
of institution are similar to banks 
in one respect: they are intermedi- 
aries between savers and users of 
capital. Banks take “deposits”, 
make “loans”, charge borrowers 
“interest” and share it with deposi- 
tors; life insurers or pension funds 
receive “premiums” or “contribu- 
tions”, invest them in securities 
and share the investment returns 
with “policyholders” or “plan 
members” in the form of “annu- 
ities” or “endowments”. 


Collectivist individualism 

This intermediary function is most 
obvious in the case of mutual 
funds—or unit trusts, as they are 
called in Britain. These are vehicles 
for pooled investment: they give 
retail investors—those with only a 
few thousand dollars to invest— 
the same access to capital markets 
as that enjoyed by wholesale in- 
vestors, with millions or billions at 
their disposal. So compelling are 


their advantages that in America, 
every other household now has 
some mutual funds (see chart 3 on 
next page). 

Mutual funds are so appealing 
because small-time savers who in- 
vest their nest-eggs directly in the 
stockmarket discover that stock- 
broking commissions quickly be- 
come prohibitive, that diversifying 
their portfolios efficiently is hard, 
and that the search for good in- 
vestments takes up a lot of time. 
Yet by buying shares in a mutual 














fund—ie, joining with thousands 
of other investors—they get 
wholesale rates, instant portfolio 
diversification, and professional 
investment advice. 

Legally, these vehicles are ei- 
ther companies or trusts, overseen, 
respectively, by a board of direc- 
tors or by trustees. Either way, mu- 
tual funds have no physical assets 
and no employees. So they out- 
source all of their activities—pay- 
ing a custodian for record-keeping 
and securities handling, an “in- 
vestment adviser” to manage the 
assets, and so forth. 

Funds can be either “open- 
ended” or “close-ended”. An 
open-ended fund issues new 
shares or units every time an in- 
vestor puts money in, and retires 
them every time he takes money 
out. So the value of the shares is 
simply whatever the fund’s invest- 






ments are worth on a given day, di- 
vided by the number of shares. But 
a close-ended fund—sometimes 
called an investment trust—has a 
fixed number of shares, just as any 
other company does, and these are 
traded on a stock exchange, where 
their price reflects supply and de- 
mand. So shares in close-ended 
funds may trade above or (more 
often) below net asset value. 

What investors care most 
about is a fund’s mandate. In the 
past, most funds invested in 
stocks, bonds, and cash. These 
days, however, funds increasingly 
specialise in one asset class—inter- 
national equities, say—and inves- 
tors do their own mixing. In this, 
preferences vary a lot. Equity 
funds are the most popular kind 
in English-speaking countries. 
Continental Europeans still prefer 
the relative safety of bond funds. 

Funds also distinguish them- 
selves by style. “Value” managers 
look for shares that seem cheap in 
relation to the firm’s current pro- 
fits. “Growth” managers hope to 
spot shares that have “momen- 
tum” or may be the next Microsoft. 

Recently, however, growing 
numbers of investors have be- 
come disenchanted with both ap- 
proaches. Having lost faith in ac- 
tive managers, they are giving ever 
more money to “passive” manag- 
ers. These do not try to outperform 
the stockmarket, but instead track 
a broad market index, saving costs 
and charging lower management 
fees. Many pension funds, too, are 
moving in this direction. 

There is one special category 
of fund that tries explicitly tomake 
money whether markets are going 
up or down. So-called “hedge 
funds” follow complex strategies 
that combine positions in differ- 
entsecurities. A fund might, for in- 
stance, bet that the spread be- 
tween Danish and German 
government bonds will narrow 
and buy Danish paper, simulta- 
neously selling German bonds. 

Far from being “hedged” how- 
ever, such strategies can quickly go 
belly up. This happened notori- 
ously a year ago, when Long-Term 
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Capital Management ran into 
trouble and had to be bailed out by 
its bankers. Because they are risky, 
hedge funds are mostly private 
partnerships instead of public 
companies, and most regulators 
allow only the rich (and supposed- 
ly savvy) toinvest in them. 


Thecompany you keep 


Whereas mutual funds serve retail 
investors, and hedge funds the 
very rich, occupational pension 
schemes are designed for employ- 
ees of companies or governments. 
The degree to which employers are 
involved in pension provision va- 
ries. In America and Britain, the 
state plays a relatively small role, 
so most of the burden of retire- 
ment planning falls on employers 
and individuals. Elsewhere, as in 
France or Italy, the state is more 
generous, and employers play 
hardly any role atall. 

The most common form of 
company pension plan is the trust 
fund. The employer establishes a 
trust, overseen by trustees for the 
benefit of plan members. Plan as- 














sets are separate from the sponsor- 
ing employer and do not appear 
on its balance sheet. But even this 
does not make pension funds to- 
tally secure. In the 1980s, Robert 
Maxwell, a British media tycoon, 
managed to steal a fortune from 
his companies’ pension funds. 

In a traditional pension plan, 
the employer guarantees a fixed 
pension in old age—for instance, 
two-thirds of final salary. The 
company and the employee both 
pay monthly contributions into a 
pension fund, where the money is 
invested. It is the trustees’ respon- 
sibility to make sure that a fund’s 
assets cover its liabilities, but to do 
this they hire actuaries who esti- 
mate the life expectancy of the 
workforce and future investment 
returns. Trustees may also hire out- 
siders to invest their plan assets. 

Winning these mandates to 
manage the money of pension 
funds is a hugely competitive busi- 
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ness. Often, “investment -consul- 
tants” stage so-called “beauty pa- 
rades”, where’a select group of 
fund managers woo trustees and 
show off their performance fig- 
ures, Managers that underperform 
tend not to last long. 

The performance of these 
managers matters not only to trust- 
ees, whose job is to make sure that 
pensions are paid, but also to 
sponsoring employers, since they 
bear the residual risk of funding 
the plan. Say the stockmarket 
crashes and the pension assets no 
longer cover the liabilities. The em- 
ployer now has to raise contribu- 
tions, which depresses profits. 

This risk is one reason why 
many employers have, in the past 
few decades, been opting for a dif- 
ferent type of pension plan (see 
chart 4). Traditional plans define 
the benefits of workers according 
to their final salaries (hence their 
name: “defined benefit” or “final 
salary”). Many new schemes, by 
contrast, define only the employ- 
er’s contributions, and the ulti- 
mate pension depends on what 
the pot of money is worth at retire- 
ment (hence: “defined contribu- 
tion” or “money purchase”). If the 
investments do well, the worker 
retires rich; if not, he may end his 
days poor. 

Besides saddling their em- 
ployees with investment risk, 
sponsors of defined-contribution 
plans are giving them more say ov- 
er their investments. In America, 
many companies have set up so- 
called 4oi(k) plans. Here, plan 
members typically choose from a 
menu of mutual funds. The trend 
towards 401(k) and other defined- 
contribution plans is blurring the 
distinction between retail (mutu- 
al) and wholesale (pension) funds. 


Life and non-life 

Many of the trends that affect mu- 
tual and pension funds also affect 
the oldest types of institutional in- 
vestor: insurance companies. The 
first proper life insurers were 
formed centuries ago in Swiss 
mountain valleys and sold policies 
(called “term life”) designed purely 
to protect families against the risk 
that their breadwinner might die. 
Today, however, life insurance is 
as much about saving as about 
protection. “Endowment” poli- 
cies, for instance, pay out at a fixed 
date and so havea cash value. Oth- 
er policies explicitly link the ulti- 
mate payout to investment perfor- 
mance. Life insurers, therefore, are 
increasingly competing with 
banks and mutual funds for peo- 
ple’s savings. 








Rich-country demographics 
are increasing this overlap. In the 
past, life insurers protected people 
against the risk of dying too soon. 
Now they are increasingly insur- 
ing against the risk of not dying 
soon enough (ie, of outliving one’s 
savings). So policyholders do a 
trade with life insurers: they hand 
over their piggy banks, and the in- 
surers guarantee them an annuity 
until death. The risk that an indi- 
vidual turns out to be a Methuse- 
lah now lies with the insurer. 

As for the investment risk, life 
insurers are increasingly passing 
this on tocustomers. Mainly, this is 
because savers want the upside of 
stockmarkets and are willing to 
take more risk for more return. 
Such policies, whose value fluctu- 
ates with the stockmarket, are 
called “variable annuities” in 
America and “unit-linked” poli- 
cies in Britain. In essence, they are 
mutual-fund or 401(k) accounts by 
another name. 

Property or casualty (pac) in- 
surers, by contrast, are genuinely 
different from other institutional 
investors. Their function is not to 
increase their customers’ saved 
wealth, but to protect it from fi- 
nancial loss following, say, a car 
crash, a fire or a lawsuit. Whereas 
the time horizons of pension 
funds, life insurers and mutual 
funds stretch over decades, pac 
insurers generally look ahead one 
year ata time. 

This makes some types of pac 
business comparatively straight- 
forward. Car insurers, for instance, 
have a reasonably good idea at the 
end of each year what their losses 
have been. Other types of insur- 
ance, however, can turn into 
nightmares. Remember Lloyd's of 
London? This 300-year-old insur- 
ance market nearly went under a 
few years ago because of claimson 
policies it had written decades ear- 
lier. The policyholders were com- 
panies that accidentally exposed 
their workers in the 1950s and 
1960s to asbestos. But it took years 





for them to develop cancer and 
sue. So, besides classifying pac in- 
surers into personal and commer- 
cial lines, it helps to distinguish be- 
tween those with short and long 
“tails’—ie, those that know quite 
soon what claims they have to pay, 
and those that may not know for a 
long time. 


Lawyers of large numbers 
Despite these differences, how- 
ever, all institutional investors 
share a basic principle. Whether 
they are life insurers protecting 
Swiss villagers, or Pac insurers in- 
demnifying people for their 
flooded houses, they have to man- 
age a lot of small risks. The key is a 
piece of magic called the “law of 
large numbers”. It says that an un- 
fortunate fact of life—risk—can be 
managed by pooling individual 
exposures in large portfolios—the 
larger, the more manageable. 

Individuals cannot do this. For 
them, risk is all-or-nothing, and of- 
ten life-or-death. This is why they 
buy insurance, which is a way of 
substituting a small certain cost 
(the premium) for a loss that is un- 
certain but potentially devastat- 
ing. Thanks to insurance, as the 
British Insurance Act of 1601 put it, 
“there followethe not the undo- 
inge of any Man, but the losse light- 
ethe rather easilie upon many, 
than heavilie upon fewe.” 

Say, for instance, a company 
insures 1,000 houses. Thanks to the 
law of large numbers, it can calcu- 
late that an average of one house 
will burn down in any one year. If 
each house costs $1,000, the insurer 
must collect $1 each (not counting 
expenses and investment income) 
in premiums from policyholders, 
who thereby agree toshare the risk. 

But there are two catches. One 
is that the law works only if risks 
are not “correlated”. In 1666, the 
thatched eaves of London’s houses 
touched over its narrow medieval 
alleys: one spark was enough to 
burn them all. The other risk is that 
losses in any one year may differ 
hugely from the long-run trend. 
The average incidence of fire may 
be one out of 1,000, but what if that 
includes ten in some years and 
none in others? 

This means that financiers can 
manage risk, but never dispose of 
it completely. This holds as much 
for banks estimating loan-default 
rates as for life insurers poring over 
mortality tables or pac insurers 
calculating the risk of a fire. As dry 
and callous as the men of numbers 
may seem, they fulfil a useful so- 
cial function. 
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SCIENCE AND TECHNOLOGY 


Bandwidth from thin air 


Two new ways of transmitting data by wireless exploit unconventional 
approaches to create valuable additional capacity 


HEY may be invisible, yet chunks of ra- 

dio spectrum are fought over just as 
much as parcels of land. Governments raise 
billions by auctioning parts of the spectrum 
to mobile-phone companies and radio and 
television stations. Other frequencies are re- 
served for air-traffic control or 
the sending of distress signals. 
The most desirable addresses 
on the spectrum, like apart- 
ments in the trendiest parts of 
town, are in short supply~ 
hence the high prices paid for 
thern. Tomake the most of lim- 
ited “bandwidth”, as it is 
known, engineers have de- 
vised elaborate schemes to al- 
low several devices (such as 
mobile telephones) to share a - 
single frequency by taking 
turns to transmit. 

Two emerging technol- 
ogies now promise to propel 
such trickery into new realms, 
by throwing conventional 
ideas about radio transmission 
out of the window. The first in- 
volves multiple simultaneous 
transmissions on the same fre- 
quency. The second, by con- 
trast, transmits on a huge range 
of frequencies at once. Outlan- 
dish though it sounds, the ef- 
fect in both cases is to create 
hitherto unforeseen reserves 
of valuable bandwidth, practically out of 
thin air. 


Don’t all talk at once. Actually, do 


Turn the dial (or press a button) on a radio, 
and you determine which station’s signal is 
played through the speaker. Now imagine 
that several radio stations are transmitting 
on exactly the same frequency, so that their 
signals interfere with one another. Is it possi- 
ble to build a new kind of radio, capable of 
separating the signals, so that just one of 
them can be heard clearly? 

The conventional answer is no. Once ra- 
dio signals have been mixed together, trying 
toseparate them is like trying to unscramble 
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an egg. In 1996, however, Gerard Foschini of 
Bell Labs (the research arm of Lucent Tech- 
nologies, based in Murray Hill, New Jersey) 
suggested that multiple transmissions on a 
single frequency could be separated after 
all—by using more than one receiving anten- 





na and clever signal processing. The result 
was a technology called Bell Labs Layered 
Space-Time, or BLAST. 

The prototype system, which is now be- 
ing tested, transmits via an array of 12 anten- 
nae, all of which broadcast a different signal, 
but on exactly the same frequency. At the re- 
ceiving end are 16 antennae, also spaced out, 
each of which receives a slightly different 
mixture of the 12 broadcast signals—which 
have bounced and scattered off objects 
along the way. Computer analysis of the dif- 
ferences between the signals from the receiv- 
ing antennae, helped by the fact that those 
receiving antennae outnumber the trans- 
mitting ones, enables the 12 original signals to 





be pieced together. 

Exploiting this result, it should become 
possible to transmit far more data than be- 
fore over a wireless channel of a particular 
size. For convenience, the researchers used a 
channel “width” of 30ktz, the size of the 
channel used by analogue mobile phones. 
Normally, adata-hungry process such as ac- 
cessing a web page over such a link is pain- 
fully slow. But using BLast, transmission 
speeds of up to mm bits per second have been 
achieved. By increasing the number of an- 
tennae ateach end, it should become possi- 
ble to squeeze even more capacity out of a 
fixed-size channel, albeit at the cost of far 
greater computational effort. 

The technology is not, however, intend- 
ed for mobile use. The multiple 
transmitting and receiving an- 
tennae, and the powerful sig- 
nal-processing hardware in- - 
volved, will be difficult to fit 


case, too much moving around 
causes the mixture of signals 
received by each of the anten- 
nae to vary in ways that even 
the most sophisticated com- 
puter cannot cope with. In- 
stead, according to Reinaldo 
Valenzuela, who is in charge of 
the research, BLAsT is more 
suitable for use in fixed wire- 
less applications, such as pro- 
viding high-speed Internet ac- 
cess to homes, schools and 
offices, or establishing tele- 
phone networks in isolated ar- 
eas without laying cables. 

If transmitting several sig- 
nals on the same frequency 
sounds odd, what about trans- 
mitting on many frequencies 
simultaneously? That is the 
principle behind another nov- 
el form of wireless-communi- 
cations technology known as ultra-wide- 
band (uws). This is being developed by a 
small company called Time Domain, which 
is based in Huntsville, Alabama. The tech- 
nology is the brainchild of Larry Fullerton, 
an engineer who has spent the past 23 years 
working on the idea. 

Whereas conventional transmitters (and 
BLAST transmitters) operate at a particular 
frequency, just as a single key on a piano pro- 
duces a particular note, a UwB transmitter 
emits a pulse of radiation that consists of lots 
of frequencies at once, akin to the cacopho- 
ny that ensues when all the keys on a piano 
are pressed at the same time. The pulse is 
very short—just half a nanosecond (bil- 
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lionth ofa second)—and is transmitted atex- 
<- tremely low power. Because it is a mixture of 
somany frequencies, such a pulse passes un- 
noticed by conventional receivers, which are 
listening for one particular frequency. 

But toa uws receiver, listening on a wide 
range of frequencies at once, it registers as a 
distinct pulse. Information is sent by trans- 
mitting a stream of pulses—apparently at 
random (to fool conventional receivers), but 
actually at carefully chosen intervals of be- 
tween 50.and i50 nanoseconds, in a pattern 
known to both transmitter and receiver. By 
varying the exact timing of each pulse to 
within a tenth of a nanosecond, slightly ear- 
ly and slightly late pulses can be used to en- 
code the zeroes and ones of digital informa- 
tion. The resulting system can transmit data 
atom bits per second, without any interfer- 
ence with conventional transmissions. 

Or so Mr Fullerton and his backers at 
Time Domain contend. So far, however, 
America’s Federal Communications Com- 
mission (Fcc) has not approved the technol- 
ogy for anything more than experimental 





ESIDES its use in communica- 

tions (see main story), ultra wide- 
band (uws) pulse radio might have a 
future as a radar thatcan see through 
walls, and do so in great detail. It 
should, its manufacturers hope, be 
able to distinguish a cat from a cat 
burglar, or detect barely breathing 
bodies under several metres of rub- 
ble after an earthquake. More mun- 
danely, do-it-yourself enthusiasts 
will be able to use it tocheck for pow- 
er cables and pipes beneath the plas- 
ter before they start drilling. 

uws radar works like normal ra- 
dar in so far as it depends on sending 
out radio signals and listening for the re- 
flection. But unlike ordinary radar, which 
takes the form of continuous waves, UWB 
signals are short pulses of energy. 

As a means of radio communication, 
uws works because the chips in the re- 
ceiver are able to time the pulses they are 
hearing to within a few thousand-bil- 
lionths of a second. Even at the speed of 
radio (ie, the speed of light), a pulse will 
travel only a few millimetres in that time. 
Since, in the case of radar, the receiver is 
also the transmitter, it knows exactly 
when a pulse was sent. By measuring how 
long that pulse takes to return, it can place 
the distance to the point of reflection to 
within that level of accuracy—enough to 
‘tell whether an aircraft’s wing-flaps are up 
or down. Four million pulses a second are 
sent out to provide a near-perfect picture 
of what the target looks like. 





How to look through walls 





long gestation, soon emerge into the market- 
place. At a conference in September to rally 
support for it, Susan Ness, an Fcc commis- 
sioner, spoke in support of the technology 
and said regulations permitting it to be used 
would be announced next year. 

Several firms are lining up to make pro- 
ducts based on uwe technology, Time Do- 
main, which owns the relevant patents, 
plans to supply these firms with its chip, 
called Pulson, to do the hard work of gener- 
ating and detecting uws pulses. And as well 
as communications, UwB also has an intrigu- 
ing potential use in radar (see box). 

Neither BLAstT nor UWB quite. create 
something out of nothing. Both technologies 
cunningly conjure up extra bandwidth at 
the cost of increased computational com- 
plexity. Over the past few years, however, 
the cost of computing power has plummet- 
ed, and demand for bandwidth has soared. 
Trading one for the other could prove to be a 
very good deal. 





Conventional radar relies on high-fre- 
quency (and therefore short wavelength) 
radio waves to achieve high resolution. 
Long waves would produce fuzzy images. 
But when the resolution depends on 
pulse-length, wavelength does not matter. 
So uws radar can employ significantly 
longer wavelengths, and these can pene- 
trate a wide range of materials, such as 
brick and stone, which are denied to their 
shortwave cousins.The result is “RadarVi- 
sion”, which, like the communication 
technology, is manufactured by Time Do- 
main. Though still experimental, itis being 
tested by several police forces. around 
America. They are using it to look inside 
closed rooms that might be harbouring 
suspects, before the guys with the sledge- 
hammers batter the door down. If it 
works, television cop-shows will never be 
the same again. 
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Go with the 
flow 


MIAMI BEACH 


HERE are few more insidious handicaps 

in modern life than being unable to read. 
Illiteracy is invisible, debilitating and shame- 
ful. Iliterates are usually confined to menial 
jobs, and they end up in prison more often 
than those who can read and write. Elimi- 
nating illiteracy would be a great social good. 

An inability to read can, of course, have 
many causes. Lack of opportunity to learn, 
and unwillingness to learn, are two. But ade- 
quate schools and schooling should be able 
to overcome both. Some children, however, 
have both the opportunity and the willing- 
ness to learn to read, but seem to lack the 
ability. They are dyslexic. And if they are to 
receive citizenship of the republic of letters, 
they need to be identified and given special 
lessons as early as possible. A new diagnostic 
technique, outlined at a recent conference of 
the Society for Neuroscience held in Miami 
Beach, may allow this to be done. 

The technique, invented by John Gabri- 
eli and Torkel Klingberg of Stanford Univer- 
sity, employs a trick known as diffusion ten- 
sor magnetic-resonance imaging (pT!) to 
look at the myelin sheaths that act as the in- 
sulation of nerve cells in the brain. Dr Gabri- 
eliand Dr Klingberg think they have founda 
way to use DTI to distinguish between the 
brains of those who will find it easy to learn 
to read and those who will find ita trial. 

Until recently, cognitive psychologists 
thought that dyslexia was a specific disabil- 
ity that affected only reading and writing. 
Dyslexics, after all, seem to have no difficulty 
communicating orally. The breakthrough in 
understanding the condition came when it 
was realised that this is not true. People with 
dyslexia often do have subtle hearing diffi- 
culties. In particular, they are unable to sepa- 
rate the individual “phonemes”, of which 
spoken language is composed, if these fol- 
low one another too rapidly. 

This suggested to Dr Gabrieli and Dr 
Klingberg that the problem was not truly a 
cognitive one, but rather something to do 
with the speed at which signals are transmit- 
ted along nerve fibres. If the signals travel too 
slowly, they crowd in on one another and 
cannot be processed by the brain. One possi- 
ble cause of slow transmission might be that 
the myelin insulation surrounding those fi- 
bres is faulty. 

DTI is a way of measuring the movement 
of water molecules within a tissue. Since wa- 
ter is critical to most biological processes, fol- 
lowing it around can reveal a lot about the 
health of the tissue involved. In the case of 
myelin, the water in healthy tissue flows 
along well-defined channels. Sickly myelin, 
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This is how you do it 


however, is mushier, so the water in it tends 
to move around at random. The more that 
the water molecules move in a coherent 
fashion along nerve fibres, therefore, the bet- 
ter the myelination—and the more efficient- 
ly those fibres can transmit signals. 
DrGabrieli and his team studied ten dys- 
lexic adults and ten non-dyslexics (who act- 


Addiction 


That old feeling 


MIAMI BEACH 


BSTINENCE makes the heart grow fon- 
der—as anyone who has tried to give up 
smoking can tell you. And little cues make 
the craving worse. Seeing the old gang hud- 
dled outside the door, or catching a whiff of 
smoke from a woman ahead in the queue, 
can get an ex-smoker dreaming of his drug 
again. Not surprisingly, addicts of stronger 
stuff have it worse: the mere sight of a needle 
can undo years of heroin detox. 

At the Society for Neuroscience’s meet- 
ing in Miami Beach, Roberto Ciccocioppo 
and his colleagues at the Scripps Institute in 
La Jolla, California, unveiled the results of 
their investigation into the question of how 
such props act to tickle the brain—especially 
when there is no drug to be had. If this ques- 
tion could be answered, it might be possible 
to help addicts kick their habits more easily. 

Since giving drugs such as cocaine to 
people is discouraged in America, even in 
the cause of scientific research, Dr Cicco- 
cioppo’s experiments were confined to 
rats—a species that has proved, in the past, 
to be as fond of drugs as humans are. First, he 
taught his rats to associate cocaine with adis- 
tinctive beep and a coloured light. All they 
had to do was press a lever after these cues, 
and they were given a dose of the drug. A dif- 
ferent sound and light signalled a saline solu- 
tion (which the rats, understandably, were 
less excited about). 

Once the rats were addicted, the re- 
searchers cut off their supply—but they kept 
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ed as controls). Each was given a stan- 
dardised reading test while his or her 
brain was scanned by ptt. The results 
were clear. The biggest differences in 
myelination occurred in the temporo- 
parietal region in the brain’s left hemi- 
sphere—the area that seems to control 
most language processing. Not only 
did the people in the control group 
have better myelination in this part of 
the brain than the dyslexics, but dif- 
ferences were also seen within each 
group. The best readers within a group 
had the best myelination scores and 
the worst had the worst scores. 

If this result holds good for chil- 
dren too, it will make it possible to 
confirm that someone is at risk of dys- 
lexia as soon as the suspicion arises. This 
would mean that special teaching tech- 
niques (including ones that will help to solve 
the phoneme-analysis problem) could be 
applied immediately. In countries that can 
afford routine pT1 screening, so-called “read- 
ing difficulties” should then become much 
rarer than they are now. 


the cues coming. Beeps sounded and lights 
flashed, but no cocaine was delivered. For 
days, sometimes weeks, the addicted ani- 
mals pressed the cocaine levers in the hope 
of getting high. Eventually, however, they 
gave up. Thus detoxified, the rats were taken 
tonew cages, so thatall physical associations 
with their former way of life were extin- 
guished. There they lived clean for four 
months, about a fifth of a rat’s average life. 
But when Dr Ciccocioppo took half the 
rats back to their drug den, and then flashed 





tasty with chips, though. 








years to the Cambrian period, when they lived in the sea in what is now 
southern China. Their discovery, published in this week’s issue of Nature by 
Shu De-Gan, of Northwest University in Xi’an, Simon Baron Cohen, of Cam- 
bridge University, and their colleagues, solves a puzzle. All the other main 
groupsof animals first appear in the Cambrian. Until now, theevidence that 
vertebrates did so was equivocal. But in the eye of the palaeontological faith- 
ful, these two fossils are clearly primitive fish, complete with fins. Not very 
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the light and sounded the beep, the animals 
immediately set about pressing the lever 
that they thought would deliver cocaine. In- 
deed, they appeared to be more enthusiastic 
than before, even though no cocaine was 
ever delivered. (Meanwhile, the saline lever 
had barely a paw print on it.) 

The rest of the detoxified rats were also 
returned to their old haunts. Before they 
went, however, they were treated with scH 
39166, a drug that interferes with the func- 
tion of a substance called dopamine. This 
chemical is a neurotransmitter: its molecules 
carry messages from one nerve cell to anoth- 
er. Cocaine works by enhancing its effects, 
and itis believed to be involved in other sorts 
of addictive behaviour as well. scH 39166 
blocks one of the types of receptor molecule 
(known as p1) that pick up dopamine in re- 
ceiving nerve cells. This stops the message 
being passed on. Treatment with scH 39166 
reduced the relapse rate in rats by 60%. 

Like most neurotransmitters, dopamine 
has many jobs and works in many regions of 
the brain. Receptor-type n1 is found all over 
the place, so scH 39166 reduces the neuro- 
transmitter’s activity everywhere, which is 
probably not a good thing. But other sorts of 
dopamine receptor vary chemically in dif- 
ferent parts of the brain—so it might be pos- 
sible to find a drug that blocks receptors only 
in those areas involved in relapse. 

To find out which areas these are, Dr Cic- 
cocioppo killed some of his rats in the very 
act of lever-pressing. He then dissected their 
brains to look for c-fos, a protein produced 
by active nerve cells. The most active areas in 
the untreated animals, compared with the 
controls, were a part of the pre-frontal cortex, 
and also the amygdala—an almond-shaped 
structure deep in the brain that is believed to 
be the seat of emotion. These places, it seems, 
are where hidden desires reside, just waiting 
to break out. The next stage is to find a way to 
keep them there. 
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MOREOVER 


All sorts and conditions 


of men 


This autumn’s crop of Hollywood movies shows in full close-up the 
masculinity crisis of the American male 


HE celluloid world, like the natural 

world, changes with the seasons. Thus 
summer tends to belong to adolescent boys 
and their blockbusters; Christmas belongs to 
the family and feel-good films. But autumn, 
season of mists and mellow fruitfulness, be- 
longs (appropriately) to the adult. 

This autumn is no exception, with a slate 
of films whose theme is nothing less than 
masculinity in all its permutations: ladies’ 
men and manly men; warrior 
men and wimpy men; fully-re- 
alised men and two-dimen- 
sional men. This isn’t exactly 
original, but what's interesting 
about the current crop of he- 
roes and anti-heroes is that 
they're addressing, to varying 
degrees, the question of whatit 
means to bea man. 

Even the newest Bond film, 
“The World is Not Enough” 
(which features a shaven- 
headed baddie with a lust for 
the world’s oil and a bullet in 
his brain that renders him im- 
pervious to pain) is touting a 
more vulnerable, _ self-con- 
scious aspect to the able-bo- 
died spy. When that happens, 
you know you've hit a trend. 

The tone was set early on 
by two films from different 
ends of the Hollywood spec- 
trum: the high-minded “Amer- 
ican Beauty” and the low-hit- 
ting “Fight Club”. Though aesthetically 
opposite—the first is dreamily beautiful, the 
second all hyper-kinetic jump cuts—they 
are at base surprisingly similar variations on 
the theme that Susan Faludi expounds in her 
book, “Stiffed: the Betrayal of the American 
Man” (to be reviewed in The Economist Re- 
view next week): man, at least the American 
edition of him, is having a masculinity crisis. 

In “American Beauty”, the man is Kevin 
Spacey, hen-pecked mediocrity trapped in- 
side a well-decorated but deeply disturbed 
suburbia, ignored by his wife, unfulfilled by 
his job, and fantasising about his daughter's 
friend. All this changes when a dope-dealing 
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teenager moves in next door. The lad’s abi- 
lity to see poetry in the mundane allows 
Spacey to rediscover his manliness: he quits 
his job, starts weight-lifting, gets a cool car, 
tells off his wife, and otherwise finds happi- 
ness. Needless to say, it all ends badly. 

The man-smothering effects of home de- 
cor are at the forefront of “Fight Club”, a 
movie in which Edward Norton plays a car- 
insurance executive caught inside an Ikea- 





“Fight Club” says it. How did we ever doubt it? 


style hell, wondering what his dining room 
set says about him. That is, until he meets a 
subversive, drop-out weirdo played by Brad 
Pitt, the id to Norton’s ego and a guy who 
makes soap out of human fat stolen from a 
liposuction clinic. 

Together the two start Fight Club, a bare- 
knuckles beat-em-up event that quickly 
turns into a nationwide movement. Mission: 
to get in touch with your inner barbarian 
and wreak havoc on yuppie coffee bars and 
credit-card companies. Message: that mail- 
order catalogues can only conceal the true 
nature of man, and that everything is so 
much easier when itis in black and white (or, 


indeed, in black and blue). 

Unfortunately, the film’s logic is less 
than convincing, relying as it does on the the- 
ory that this generation’s curse was being 
raised by their mothers: ergo they are wimpy 
and feminine, and ergo they can only know 
what it means to be a man when they're 
bashing each other's heads in. (Weren't cave- 
men raised by their mothers when their fa- 
thers were out foraging for food?) 

Film may be fiction, but the metaphor is 
most effective when rooted in some sort of 
reality, as it is in director Jim Jarmusch’s 
“Ghost Dog: The Way of the Samurai.” The 
Ghost Dog of the title is Forest Whittaker, a 
black man whois saved from a racial beating 
by a mid-ranking mafia hood, and who then 
pledges himself to his saviour. Out of the 
rubble of this world, a place that he finds in- 
creasingly confusing, Ghost Dog takes refuge 
in the rules of a world that never waver: that 
of the Samurai. 

Though he spends most of 
the film as an assassin, it never 
gives him a qualm; his warrior 
code acts as his moral compass. 
The trade-off, as Jarmusch pre- 
sents it, is a shortened lifespan 
in return for lack of inner tur- 
moil. In other words, if you 
want an absolute answer as to 
what “manhood” means, you 
have to be ready to die for it.Or 
at least to lose your job. 

Such is the issue at the heart 
of “The Insider”, a dramatisa- 
tion of the notorious episode a 
few years ago when the televi- 
sion news programme “60 
Minutes” and its anchorman 
Mike Wallace were pushed by 
the tobacco companies into 
dumping an item on an indus- 
try whistle-blower. Here, mor- 
al certainty makes the man, as 
it does in a number of other 
films, including “Bringing Out 
The Dead”, Martin Scorsese's story about an 
ambulance driver’s self-destruction, and 
“The Green Mile”, the long-awaited adapta- 
tion of Stephen King’s novella about guilt 
and repentance. 

In these films, masculinity is intrinsically 
linked to facing down the devil within, an al- 
together more complicated process, both to 
dramatise and to watch, than facing down 
the devil without. The latter is the classic Hol- 
lywood model of maleness, and at the mo- 
ment it’s almost a genre in itself: aside from 
the Bond film, there’s Johnny Depp investi- 
gating evil in “Sleepy Hollow”; Arnold 
Schwarzenegger saving the world from the 
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In recent years, nobody has por- 
trayed the changing facets of the fe- 
male more vividly than Annie Lei- 
bovitz, the American photographer. 
Acollection of her portraits has been 
published in a new book, “Women” 
(Random House, $75; Jonathan 
Cape, £40), which contains 170 im- 
ages both of the famous (such as Hil- 
lary Clinton) and of the not-so-fam- 
ous (such as coal miners and Ms 
Leibovitz’s mum—seen here). 

In her introductory essay, Susan 
Sontag makes no concessions to man’s 
masculinity crisis (see previous story). 
“A book of photographs of women 
must, whether it intends it or not,” she 
says, “raise the question of women— 
there is no equivalent ‘question of 
men’. Men, unlike women, are not a 
work in progress.” 














devil in “End of Days”; and “The Omega 
Code”, a pG-rated “Christian” thriller about 
the apocalypse where good, in the person of 
the square-jawed hero, wins the day. That 
film has already proved a big money-spin- 
ner, suggesting that audiences like such mes- 
sages about gender identity: wham, bam, 
that’s aman. 

Still, the most absorbing, nuanced, and 
challenging portrait of masculinity on- 
screen this autumn would have to be that of 
“Boys Don’t Cry”,a film based on a true story 
about a teenage girl in the American mid- 
west named Teena Brandon who, as Bran- 
don Teena, bound her breasts, cut her hair, 


and otherwise took on the trappings of a ste- 
reotypical guy. After falling in with a group 
of rednecks and falling in love with their 
“princess”, she was ultimately killed for her 
transgression. 

But before the dénouement you can see 
that Brandon, unlike the other male charac- 
ters on screen, loves being a boy, and not 
only that:she’s very good at it. Her face glows 
when examining her black eye, throwing 
back a shot of Jack Daniel's, or otherwise act- 
ing “male”; she is both physically and emo- 
tionally braver than the guys she hangs out 
with. For Brandon, being a man is—more 
than muscles or mayhem —a state of mind. 
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Golf 


Birdies in the bush 


KATIMA MULILO, MASERU AND SOWETO 


Golfers who want more than a stroll with a stick and a ball should take a look 
at some of southern Africa’s courses 


courses. The first, Katima Mulilo Golf Club, is 
in the Caprivi region of Namibia and is, well, 
abit remote:12 hours’ drive across arid scrub- 
land from Windhoek, the Namibian capital, 
to be precise—and that’s if there are no road- 
blocks. But the weather is perfect, the bul- 
buls twitter, and it is easy to get a tee time be- 
cause most tourists were scared off by the 
recent uprising by Caprivian sepa- 
ratists. 

Since August the town is no 
longer under curfew, so golfers 
who play on after dusk are 
unlikely to be shot. But hip- 
popotami from the nearby 
Zambezi river sometimes 
wander on to the course at 
night to nibble the bushes. 


OST golfers merely seek manicured 

fairways, velvet greens and a cool gin 
and tonic afterwards in a softly-furnished 
clubhouse. Southern Africa caters adequate- 
ly for these timid types, but where the region 
excels is in providing more intrepid golfers 
with unusual challenges. Where else can you 
encounter lions in the deep rough, or choke 
on sorghum beer at the club bar? 

If you are unlucky, golf in southern Afri- 
cacan mean being trampled by an elephant, 
scragged by umbrella thorns, or surprised by 
naked muggers with leaves in their hair, as 
happened to two lady golfers recently in 
Zimbabwe. But golf is sometimes a game that 
needs a bit of added spice. 

For golfers of spirit, your correspondent 
recommends three memorable African 
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Since these beasts are notoriously ill-tem- 
pered, it is advisable to play only during day- 
light hours. 

There is only one flag at Katima Mulilo, 
so one player must carry it around and place 
it in each hole in turn. The flag-carrier has an 
advantage, for there are at least two holes in 
each green, and he can pick the one closest to 
where his ball has landed. Putting is tricky, 
however, for the greens are bristly and un- 
even, a bit like a hairbrush that has been 
chewed by a dog. 

For a chillier challenge, drive up into the 
mountains of Lesotho, where an icy wind 
blows balls into bunkers and the locals wear 
blankets all year round. The Royal Maseru 
Golf Club is in the middle of the capital, 
abouta drive and a one-iron from the palace 
of King Letsie 111. But it is not easy to find. 

Visitors often drive around the course 
once or twice looking for the clubhouse be- 
fore stopping at a shack to ask for directions, 
only to be told that the shack is, actually, the 
clubhouse. The green on the first hole is per- 
fectly flat and stunningly green. But a well- 
lofted approach shot lands with a splash 
and disappears, for it is in fact a pond cov- 
ered in algae. The real green is the brown cir- 
cle of dirt to the left. 

There are no flags at all at Royal Mase- 
ru—they were all stolen to make curtain rails 
in nearby squatter camps. So it is quite diffi- 
cult to know where to aim. But your three 
caddies (unemployment is a big problem in 
Lesotho) all brim with helpful tips on how to 
play each hole. 

The best of your correspondent’s trio of 
African courses, however, is the Soweto 
Country Club, on the edge of the black 
township of that name outside Johannes- 
burg. The course was built in 1972 by the local 
council in order to substantiate the big apart- 
heid lie that blacks did not 
need to be admitted to 
white clubs (or schools 
or hospitals for that 
matter) because they 
had their own. 

Since whites 
were not allowed to 
play in Soweto, it be- 
came the height of 
radical chic to do so. 
“If there was trouble, 
we'd smuggle them 
out along back roads,” 
says Michael Nompula, 
the club’s burgundy-jack- 
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eted 60-year-old president. 

Nowadays, most whites do not go into 
Soweto because they are terrified of getting 
carjacked. But the club's 450-strong member- 
ship is still 20% white. Some join because it is 
cheap; others want to learn how to socialise 
with blacks, an essential skill in the new 
South Africa. 

Owing to a lack of space, the fairways at 
Sowetoare frighteningly narrow. Thousands 
of trees punish wayward tee shots, and 
young black professionals who lear their 
game at Soweto hit wonderfully straight. 

Golf is still seen as a white game in South 
Africa: Soweto is the only club in a black 
township, and blacks have yet to win more 
than a handful of professional tournaments. 
Aspiring black South African golfers have no 
local hero to follow. Their role model is a for- 
eigner: Tiger Woods, the young black Ameri- 
can who is the world’s most highly-paid 
striker of a ball. Mr Woods is unlikely, as his 
father once claimed, todo more for mankind 
than Jesus did, but he sure spreads hope 
around Soweto. 

a = 


The arts in Iran 


When leaves 
begin to dance 


TEHRAN 


N THE eyes of western cinema-goers, a 

shot of anewly-wed standing at the foot of 
the bed occupied by her slumbering spouse 
would rate as a tame allusion to sexual love. 
And a second image, of the same woman 
cowering in terror before her husband (who 
turns out to be a nasty bully), would hardly 
be considered outlandish. 

Not so in theocratic Iran, however, 
where the ruling clerical establishment has 
long prevented sexually-aware cinema from 
getting anywhere near the screen. Imagine, 
then, the astonishment of Iranian audiences 
when they saw both these images in “Two 
Women”, a film which recently ended a tri- 
umphant, four-month run in cinemas across 
the country. 

Despite a powerful conclusion in which 
Fereshte, the snared wife, movingly articu- 
lates her unhappiness, “Two Women” is a 
flawed work by the high standards set in the 
past decade by Iranian film makers. But the 
significance of the film lies beyond its medi- 
ocre quality. Iranian cinema managers had 
to wait for four years and the election of the 
liberalising President Muhammad Khatami 
before getting permission to screen it. And 
when the film was finally released, the coun- 
try’s religious conservatives saw it as an at- 
tack on traditional notions of marriage, and 
howled in protest. 

Before Mr Khatami’s election, the gov- 
ernment had frowned on innocent-seeming 
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Bayzai’s back behind the camera 


pleasures like the theatre, western music and 
novel-reading, fearing that such art forms 
would subvert the austere Islamic order es- 
tablished in the aftermath of the Iranian 
Revolution 20 years ago. Even after a ban on 
music was lifted, listening to songs in public 
and reading the Persian translations of many 
western novels remained illicit pursuits. 
Censorship was rigorous. A list of the expres- 
sions which state censors were instructed to 
expunge from novels awaiting publication 
included “dancing leaves”, a phrase that was 
apparently considered salacious. 

As the popularity of “Two Women” has 
demonstrated, things are now changing. A 
lot of this is down to Ataollah Mohajerani, 
Mr Khatami’s urbane culture minister. Mr 
Mohajerani says that European classical 
music as “undeniably beautiful”, a state- 
ment that notonly marks a softening in revo- 
lutionary Iran's strident distaste for “de- 
cadent” western culture, but also affirms the 
value of secular culture in general. 

Since it is Mr Mohajerani’s ministry 
which gives out permits for all cultural activ- 
ities, the consequences of the evolution in of- 
ficial ideas has been considerable. Iranians 
are currently seeing, reading and hearing 
things which were firmly out of bounds 
three years ago. Nowadays, if you have a free 
evening in Tehran, you can join the city’s 
middle class for an evening of ribald theatre 
by Dawood Mirbagheri, whose latest farce, 
“The Golden Tooth”, is currently playing to 
packed houses at the capital’s biggest the- 
atre. Youcan thencurl upat home witha pre- 
viously unavailable Persian translation of 
Milan Kundera’s “Immortality” before nod- 
ding off to the popular music of Ali Reza 
Asar. All without fear of arrest. 

Musicians like Mr Asar, whose influ- 
ences range from Elton John to the 14th cen- 
tury mystic poet Hafez, have responded to 
the change in official attitudes with a cre- 
ative upsurge. Mr Asar’s first album, “Ro- 


MOREOVER 





mantic Migrants”, has so far sold more than 
300,000 copies to fans from all walks of life. 

A few weeks ago his fans packed into an 
800-seat theatre in Tehran to see Mr Asar ina 
series of live performances. Concerts like this 
were unheard of under previous govern- 
ments; even now, whistling and cheering are 
forbidden, and female fans are warned not 
to take advantage of the darkness to loosen 
their hejab, the Islamic head-covering. Danc- 
ing, of course, is out of the question. 

But despite such restrictions, some west- 
em practices seem to be creeping into Irani- 
an pop. Shadmehr Aghili, who probably 
pips Mr Asar as the best-known of the new 
generation of pop musicians, employs 
minders to shield him from adoring fans. He 
is also rumoured to have succumbed to that 
quintessential symbol of western pop-star 
vanity: a nose-job. 

While the relaxation of censorship has 
made life easier for Iranian pop musicians, 
as well as for novelists and playwrights, its 
effects on Iran’s film industry may be more 
mixed. According to Abbas Kiarostami, one 
of Iran’s internationally renowned film 
makers, itis no coincidence that Iranian cine- 
ma flourished during a period of harsh cul- 
tural repression; restriction bred ingenuity. 

While some film makers fear that relax- 
ing censorship will make Iranian cinema 
more conventional, most welcome the le- 
niency currently being shown to films like 
“Two Women”, especially those whose 
work, for political reasons, was frowned 
upon by previous governments. Having 
been nudged from the scene, some of these 
are making a reappearance. Bahram Bayzai 
is the best-known. In his masterpiece, 
“Bashu, the Little Stranger”, Mr Bayzai upset 
traditionalists by planting an independent- 
minded woman at the centre of a story of 
racism in a north Iranian village. 

The film was banned for four years in 
Iran and Mr Bayzai, whose membership of 
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Cape and horn 


(13 N BULLFIGHTING”* begins with 

a tale of a failed suicide and ends 
with the words:“Idon’t know what todo”. 
Sandwiched in between is a patchwork of 
gloomy personal introspections embroi- 
dered by descriptions of bulls and ways to 
fight them. Plot summary: Ms Kennedy, in 
the depths of writerly despair and in great 
pain from a slipped disc (which, coinci- 
dentally, is at just the point in her spine 
where, if she were a bull, picadors would 
jab in their lances), goes to Spain, visits the 
house of the poet and corrida aficionado 
Federico Garcia Lorca—murdered in 
1936—in order to throw herself into even 
deeper despair (“how can I say I'm a writ- 
er in this of all places?”). 

Then, in such a frame of mind, she 
goes to Madrid to write about matadors, 
“people who risk death for a living...a 
commitment that I know I can’t equal”. 
She half-heartedly presents herself as the 
literary matador—‘T'll give you as much as 
Ican. Ido promise that”—but never seems 
to meet her bull. 

In between her bouts of self-pity, Ms 
Kennedy reveals much about the foibles 
of both bull and bullfighter. To the un- 
schooled it is a mystery why even a very 
stupid half-tonne animal, faced by a small 
man with an insufferably arrogant man- 
ner and dressed as a Christmas tree, runs 
notat the man but at the harmless cape he 
so daintily waves. Or why, after a bout of 
cape-waving, when this man tums his 
back and flounces away waving his bot- 


* “On Bullfighting". By A.L. Kennedy. Yellow Jersey 
Press; 184 pages; £10.00 





the Baha’i faith makes him deeply suspect in 
the eyes of many Iranians, spent years in the 
wilderness. But he is soon to start shooting a 
new feature film, his first since 1992. “The sit- 
uation is still not perfect,” he says, “but it’s 
getting better.” 

m 





Eddie Izzard 


Global joker 


LONG with food and fashion, humour is 

a favourite subject for national stereo- 

typing. As the clichés go, the Americans 

think that irony is a metal while the British 

think it’s the stuff of life. One culture’s belly- 

laugh is another’s blank look. The message is 
simple:comedy does not travel. 

Comedian Eddie Izzard, however, begs 

to differ. Mr Izzard is an Englishman who 

has just finished playing the American co- 
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tom practically in the bull’s face, it almost 
never occurs to the creature to turn his tor- 
mentor into a swivel chair. It makes more 
sense when you learn about the bulls’ lack 
of binocular vision, which means that 
they notice movements across their field 
of view more than movements straight to- 
wards them. 

The book also has insights into bovine 
psychology, and asides on such curiosities 
as how a matador gets dressed—usually 
taping his penis to his thigh, which serves 
both to protect the organ and to empha- 
sise it—and on horn-shaving and other 
ruses to reduce the risk of the butchered 
becoming the butcher. 

It is a well-written little book. If only 
Ms Kennedy would not try quite so hard 
toconvince herself and the reader that she 
is, in her own words, “a former author”. 
pd 








median Lenny Bruce in the American play 
“Lenny” on the English stage. In early De- 
cember his one-man show, “Dressed to Kill”, 
opens in Paris. There he is going to perform, 
in French, the very same act which, in Eng- 
lish, had them laughing in the New York 
aisles. Mr Izzard, needless to say, thinks there 
is sucha thing as the global joke. 

“This idea that there is nocollective sense 
of humour is garbage,” he says. “When 
[Monty] Python went to America they didn’t 
need a translator. It’s the specific references 
that create problems, you know. If I go to 
New York and I want to talk about our politi- 
cal system, well most people might know 
who Tony Blair is, but they wouldn’t neces- 
sarily know Gordon Brown. But if I describe 
him alittle, that’s fine. In ‘Lenny’ we switched 
some monologues. Lawrence Welk would 
have taken too much explaining in London 
(‘there was this guy, he had a band show’). 
But Jackie Kennedy wasn’t a problem. You 
have to be careful of brand names. Mara- 


thons aren’t Marathons in the us, they're 
Snickers. But it’s not the same with humour.” 

Izzard on humour is similar to Izzard on 
anything: a quasi-performance full of long, 
evocative phrases that run into one another 
with nota lot of pauses for breath. But under 
the verbiage is a fully developed ontology of 
humour based on psychographics, not de- 
mographics. “Alternative humour is under- 
stood by alternative groups, whether they 
are in Germany or Sweden and whether 
they havea history of alternative humour or 
not,” says Mr Izzard. 

He has built a career assuming the exis- 
tence of a universal funny bone, performing 
not just in Britain but also in France, Iceland, 
the Netherlands, the United States, Canada, 
and Sweden. He is now learning Spanish and 
German so he can travel further, and he'd 
like to work in Russia. 

The one-joke-for-all-people theory is the 
reason why Mr Izzard, who came to the fore 
as amotor-mouthed transvestite, thought he 
could play Bruce, the fast-talking, short- 
lived, stand-up comedian who became fam- 
ous in the early 1960s for saying the unsay- 
able. “He was the Jesus Christ of alternative 
comedy; he died for our sins,” says Mr Iz- 
zard, who adds, “I think it’s important that 
people are scandalised as much as possi- 
ble”—a sentiment that Bruce himself would 
have loudly applauded. 

When “Lenny” opened in London, how- 
ever, the thing that scandalised most critics 
was not the nudity (and there is a lot of it), or 
the song medley performed by Izzard/Bruce 
where “fuck” is the only lyric, but rather the 
gall of putting Lenny Bruce’s monologues 
intoan Englishman’s mouth. 

The complaints were all about the physi- 
cal: Mr Izzard’s accent faltered; his frame was 
too stocky; his persona too nice (this may be 
a function of chronology: blasphemy as a 
concept was a great deal more shocking 30 
years ago). No one ever said, “the jokes don’t 
work”, although whether they will agree in 
Bruce’s home territory, New York, remains to 
be seen. 

Next spring there are plans to take “Len- 
ny”’—ideally with the same cast—to Lenny 
Bruce’s old stomping ground, and the theory 
of the global joke will be tested once again. 
“An English transvestite playing Lenny 
Bruce?”, says Mr Izzard. “It might be so 
wrong, it’s right.” Funny you should say that. 

= = 








i In The Economist 
EVIG P e 
OF BOOKS Postindustrial soci- 
ety revisited; the ills of American men; oil 
and the environment; Lord Salisbury, 
hero of reaction; William Osler, hero of 
medicine; Galileo's daughter; a great i9th- 
century hoax; Latin American music; 
new Spanish novels and much more 
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i Fly once. 
Fly free. 


WorldPerks, the global mileage program of Northwest Airlines and KEM Royal Dutch Airlines, is Asia Pacific's most generous. 





So generous that with this promotion, just one flight is all you need to fly free! 
FLY ANYWHERE WITH WORLDPERKS, AND LAND A FREE FLIGHT! 
Between September 15 and December 15, 1999, fly roundtrip on Northwest in any class of service” (only “Y/Y2” fares are applicable for 
Economy Class travel) to any Northwest destination™ from Asia and earn enough miles to fly free! For example: 









To Norti America ii First or World Business Class = 16,000 Bonus Miles + your flight miles = a FREE flight within Asia in Business Class! 


To North America in FulHare (Y/Y2 fares} Economy Class 11,000 Bonus Miles + your flight miles = a FREE flight within Asia in Economy Class! 


Within Asia in First or World Business Class 
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11,006 Bonus Miles + your flight miles =a FREE flight within Japan in Economy Class! | 
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We've listed just a few of the benefits that you'll enjoy as a WorldPerks member: 
* Miles that do not expire 
° An additional 50% mileage bonus in First or World Business Class 
+ The ability to carn and redeem miles in any paid class of service on Northwest, KLM and Continental 
* Some of the lowest award levels from Asia Pacific 
e Easy-to-reach mileage thresholds for elite memberships 





Fly free with just one flight — join WorldPerks now! 


Don’t miss your chance to earn free travel with just one flight. To enroll in Asia Pacific’s most generous mileage program, simply 
complete and return the form below by toll-free fax today. 


# Economy Class travel within Asia originating in Korea is not eligible for this offer. 


* Flights to Alaska and Hawaii are not eligible for this offer. 
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+ This pranmion is valid between September 15 and December 15, 1099. and is only valid with ihe following bar 
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Bonas Mites. © Offer is not valid far mixed class navel. © This offer cannot be combined with any other Northwest 
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Please fox your completed form [VÍ YES, 1 WANT TO FLY ONCE AND FLY FREE! 


to WorldPerks at least 14 days 


prior to your departure using ff you're already a WorldPerks member, please write your name and membership number in the spaces provided. If you are not yet a member, 
the appropriate toll-free fax fully complete the form below in ENGLISH, and we'll enroll you immediately. Or visit www.nwa.klm.com/wp/ and enroll online. 
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N 1958, when Sir Robin Black 

became its governor, Hong 
Kong entered a period of money- 
making bliss that it never quite re- 
captured. If a community can be 
said to have had a happy child- 
hood, this was Hong Kong's. 

Britain had decided that it no 
longer needed to keep a careful 
watch on its colony’s financial af- 
fairs. For years, in fact, Hong Kong 
had been more than self-suffi- 
cient, rather than the burden on 
the hard-pressed British taxpayer 
imposed by most of Britain’s oth- 
er overseas possessions. The 
Hong Kong that Sir Robin took 
over had also achieved fairly sta- 
ble relations with China, which 
even then relied on trade through 
the colony for much of its foreign 
income. Any idea of eventually 
returning Hong Kong to China 
was little discussed, if at all. Brit- 
ain’s Conservative government 
was content to entrust the place to 
the safe hands of Sir Robin. 

For most of Sir Robin’s six 
years as governor he had as his fi- 
nancial chief Sir John Cowper- 
thwaite, who “personified what 
might be called the Hong Kong 
school of economists, unrecon- 
structed Manchester-school free 
traders”, according to Frank 
| Welsh in his “A History of Hong 
| Kong”. Under the regime pioneer- 
ed by the two men, both Scots (a 
familiar accent in the territory), 
and continued after Sir Robin had 
left, there were few restraints on 
profits. Taxation was low, and a sharp eye was kept on public ex- 
penditure. Hong Kong came to be seen as the world’s best example 
of a free market in action, so different, it was observed, from Brit- 
ain’s welfare state. The freedom-loving passions of William Glad- 
stone, whose policies dominated Victorian Britain, lived again. 
Later governors were to introduce some welfare and some democ- 
racy, and be suitably applauded. But it was the simple capitalism 
of 1960s Hong Kong with its hands-off government that seemed so 
beguiling. Margaret Thatcher, later to become Britain’s prime min- 
ister, lovingly mentioned it in her speeches and did her best to co- 
py it. The Chinese themselves still seek to keep it alive, like sur- 
geons fussing over a brain-dead patient. 








Across the border 

The conditions that came together during Sir Robin’s time never 
recurred in quite the same way. For one thing, Chinese flooded 
over the border into Hong Kong in the early 1960s in much greater 
numbers than before. Some were sent back, but border control 
then was casual and the 1m or more Chinese who made it to the 
sanctuary of their friends in Kowloon were allowed to stay, creat- 
ing a huge pool of willing labour, grateful that they had escaped 
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Sir Robert (Robin) Brown Black, the 
governor of Hong Kong in its golden 
days, died on October 29th, aged 93 





from Mao Zedong’s vast and suf- 
focating prison. 

Squatters were promised that 
they would not be evicted from 
their squats, But Sir Robin started 
the huge housingestates that area 
characteristic of Hong Kong, pro- 
viding the newcomers with de- 
cent accommodation, and in do- 
ing so giving them jobs on the 
building sites and making money 
for the developers. As the land 
was used up, huge areas were re- 
claimed from the sea and leased 
to builders. A lot of Hong Kong's 
riches is based on land. 

The colony needed more and 
more water. Sir Robin persuaded 
China to pipe more in. The Chi- 
nese seem to have regarded him 
as a mandarin, which he was, de- 
fining that word as a senior civil 
servant behaving with careful 
correctness. Communists they 
might be, but China was an em- 
pire and they had a soft spot for 
imperialists. It was British politi 
cians they could not stand, such 
as Chris Patten, the much abused 
last governor of Hong Kong. 

Sir Robin, for his part, felt that 
Hong Kong, as a great Chinese 
commercial city, should have 
more Chinese running it. During 
his time as governor, the number 
of Chinese in senior government 
jobs in Hong Kong nearly dou 
bled. This, he said in his slightly 
old-fashioned way, was his duty | 
as a servant of empire. 

When young Robert (who 
was always called Robin) graduated in the 1920s from Edinburgh | 
University and mulled over what career to follow, Britain still had 
a large empire. As an administrator you could see the world and 
get paid for doing so. Most of his service was in Asia. During the 
second world war he was taken prisoner by the Japanese in Ma- 
laya, as Malaysia was then called. One of the things that sustained 
him was poetry. He knew much of Wordsworth by heart. Years lat- 
er the Japanese sought to make amends for the treatment he had 
received by sending a delegation to Hong Kong to offer him the 
freedom of the city of Osaka. Sir Robin diplomatically accepted 
the token, but arranged for it to be received by an aide. 

Before taking the Hong Kong job Sir Robin was governor of Sin- 
gapore, which was then the scene of street clashes between rival 
political factions. One of the factions was led by Lee Kuan Yew. Sir 
Robin seems to have picked him as the best prospect to lead an in- 
dependent Singapore. At least, that is the impression conveyed by 
Mr Lee’s autobiography, and if so he did Singapore a lasting ser- 
vice. Sir Robin’s masters in London presumably approved of his 
Singapore dealings and decided he was the right man for Hong 
Kong. “We must be free or die,” wrote Wordsworth in a sonnet. It is 
nota bad epitaph for Robin Black. 
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Presents a global overview of the 
business enterprise and its strategic 


The Oxford challenges. This programme at 


Templeton provides a unique 
Advanc ed opportunity to stand back and pursue 


your own learning agenda, assisted by 


M anagement a world class team of individual tutors 
Programme and in the company of some of the 


most international and high calibre 


senior executives. 





| 9 January — 5 February | 18 June — 15 July 2000 





| Name 

| Please send details of: aes i aie I 
| The Oxford Advanced Management Programme Address _ PERSEE eN | 
| Return to: | 
| Caroline Lomas, Templeton College = | 
| University of Oxford Ais l 
| Oxford 0X1 5NY, England Tel | 
| Tel +44 (0)1865 422771 Fax +44 (0)1865 422501 Ea o i Daa | 
| Email amp@templeton.oxford.ac.uk a een g | 
| www.templeton.ox.ac.uk Email oe | 
| | 
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Cranfield 
ae UNIVERSITY 
School of Management 





The 
Cranfie 
MBA 


za unique 
experience 


Shape the things to come 


INFORMATION SESSIONS 


Moscow 

Monday 15 November 

Email: www.mbacee@lbs.ac.uk 

Tokyo 

Monday 22 November 6.30pm 

Imperial Hotel 

1-1 Uchisaiwai-cho t-chome, Chiyoda-ku 
Hong Kong 

Wednesday 24 November 6.30pm 
Mandarin Oriental Hotel, 5 Connaught Road 
Singapore 

Saturday 27 November 12.30pm 

Four Seasons Hotel, 190 Orchard Boulevard 
Shanghai 

Saturday 27 November 2 - 5.00pm 

Hua Ting Hotel & Towers, 1200 Cao Xi Bei Lu 
Sydney 

Monday 29 November 6.30pm 

Park Hyatt, 7 Hickson Road, The Rocks 














THE ECONOMIST NOVEMBER: SIE 4999 


The Cranfield MBA will provide a unique experience - 
more than just a qualification, it can change your life. 
A first class programme with an emphasis on personal 
development; highly motivated, mature participants; 
taught by a dedicated and respected faculty with 
international business experience; in a stimulating and 
supportive learning environment; first choice for many 


top recruiters. 


GIVE YOURSELF A CAREER ADVANTAGE WITH 
THE CRANFIELD MBA 


Maureen Williams, Cranfield School of Management, 
Cranfield, Bedford, England MK43 OAL 

Tel: +44(0)1234 751122 Fax: +44(0)1234 752439 
Email: m.williams@cranfield.ac.uk 


http://www.cranfield.ac.uk/som 


Cranfield University is an exempt charity offering e centre of excellence for research and education 


London 
Business 


saposunoes Prrereererry 


S 


The. Sloan Masters is a challenging and intensive 10-month general 
management degree. It is a unique experience that will represent a landmark 
in your career. This international programme brings together a remarkable 
group of senior managers, professionals and entrepreneurs, and the diversity 
and maturity of your peers are key elements in the Sloan philosophy. Working 
with world-renowned faculty, you will have a rare opportunity to share ideas, 
experience, knowledge and skills, and to explore different dimensions of management and business. 


If you have ever asked yourself ‘where will | be tomorrow?’ the Sloan Masters at London 
Business School will be the inspiration you need to shape your organisation and your career. 
Invest in your future. Contact London Business School today. 


www.|bs.ac.uk/sloan 

Contact: Helen Williams 

Tel: +44 (0)20 7706 6952 

Fax: +44 (0)20 7723 1153 

Email: sloaninfo@lbs.ac.uk 

London Business School exists to advance learning and research in business and management 


EC05/11/99 Transforming futures 
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Fax: + 44 (0) 1223 339701 


‘The University of Cambridge aims to ac 
the highest quality in teaching and 





mj UNIVERSITY OF 
> CAMBRIDGE 
The Judge Institute of 












galain Wig goluaZeot cles a pall Gg sual! pa 
The Arab Fund for Economie and Social Development X 





are pleased to offer the second annual advanced course 


Building Knowledge and Expertise in Infrastructure Finance 
Amman, Jordan * 24 January—4 February 2000 


Objective 

To provide systematic coverage on 
how infrastructure projects are 
analyzed, appraised, managed, and 
financed in the power, transport, 
telecommunications, and water 
sectors. 


Concepts, techniques, and relevant 
case studies in project selection, risk 
mitigation through derivatives (swaps, 
forwards), contract design, concession 
award, international financing 
opportunities, and public policy issues 
in infrastructure project finance. 


Audience 

Government officials, private 
executives, and financiers from the 
Middle East and North Africa 
dealing directly with infrastructure 
financing and development. 


Course Design 

A combination of lectures, computer 
simulations, hands-on case studies, 
and group discussions. The course 
will be delivered in English by 
experts from investment banks, 
leading business schools, the World 
Bank Group, and international law 
firms. 


Participation Costs 


The cost of the two-week program, 
including tuition, training materials, 
breakfasts, and lunches will be 
US$1,600 for participants from 
developing countries, and US$2,400 
for participants from developed 
countries, Hotel accommodation is not 
included in this fee, but special rates 
have been arranged for course 
participants. Participants will also be 
responsible for their own transporta- 
tion to and from Jordan, as well as all 
other costs nor specified above. 


For information on content and costs, please send email to 
meurie@worldbank.org, or send a fax to M. Curie at +1-202-334-8350, 
or visit our website at www.worldbank.org/whif/infrafin/amman2000. hem 







~ UNIVERSITY DEGREE 
For Life, Academic & Work Experience 


Degrees for people who want to be more effective 
and secure in their jobs or professions. 


Earn your BACHELOR'S, MASTER'S or DOCTORATE degree. by 
utilizing your ia ane oe experience. Collega equivalent e creats are 
given for your: military, company training, Indust 
position with a | Courses, seminars and business experlence. 

legal degree We accept college credits no matter when taken. 

and Our graduates are recognized for their achievements in business and 
transcripts industry. We will assist you in completing your degree requirements 
at your own pace through home study. 


Send/fax detailed resume for a NO COST evaluation. 


Pacific Western University 
1210 Auahi Street, Dept 137, Honolulu, Hi 96814-4922 
1-(808) 597-1909 
CALL: (800) 423-3244 ext. 137 UK: 0800-960-413 
Fax: (310) 471-6456 E-Mail: admissions@pwu.com 


http:/Awww.pwu-hi.edu 



















Match your 





"As you know 
experience is 
still the best 

teacher... But 
degrees open 

doors." 


EXPERIENCE MONACG 


| THE MULTI-CULTURAL CHOICE. 
Doing your MBA at USE. offers you the chance to: 
study in a. dynamic: and intemational: atmosphere `: 
which -will give yow the skills, confidence: and 
motivation necessary to reintegrate the job market 
with the competitive edge you've been looking for! 








Coniact Grisel Damgaard of Sandrine Ricard 
377.97 986 987- Fax: + 377 97.986 999 

emai info@univmonace.edu 

Visit pur website at R 

http://Awww.univmonaco.edu 


OF SOUTHERN EUROPE 


MONACO 





THE ENPC MBA 


Accredited by AMBA 


at the Ecole Nationale des Ponts et Chaussées 
founded in 1747 


Š see ROSS SE OROSHERESSEESOHHHHREHOREEH RHEE EOOES 
The ENPC MBA is a 13-15 month full-time or 2 year part-time 
MBA programme in English at one of the most prestigious 
Grandes Ecoles in France. The ENPC MBA culture is international, 
innovative and entrepreneurial, fostering a strong sense of ethics 






and contribution through business. 
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Participants choose European, 
American or Pacific Basin options 
combining study in Paris with 
programmes and professional 
experience abroad. 


international Faculty 


drawn from a roster of outstan- 
ding professionals and entrepre- 
neurs from around the world. 





ENPC School of International Management 


WIB développement, établissement denscig 


32 - Fux 


-e-mail : mib udmita enpctr 


13 Paris coe 


Multicultural Environment 


75 students represent an average 
of 27 nationalities. ENPC is 
located in the heart of Paris. 





Entrepreneurial Spirit 
Each student builds his own cur- 
riculum based on their professio- 
nal objectives. 


A. 
VAs 


rement technique privé, N /N\ 
OF - france WA Mul 
(33 1) 40 15 9347 A ZN A ZN 


MBA 


ENPC 
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Bd Création 


} 





"COURSES _ 










i EAR 


[Spanish in Chilel 


Intensive Spanish language training for 
executives, travelers and international students. 


ae, LINGUATEC 
CENTER 
Los Leones 439 Sand iago, Chile 
Tel: (56-2) 233-4356 Fax: (56-2) 234-1380 
E-mail: barnold@linguatec.cl_ wwwlinguareccl 


Rushmore No MBA: nconventional, “no-hassle, 
= = real-world. MBA for those with 
University B.S. no-time or money to waste 


BBA & Ph.D. degrees also available, Ti on only $3200,. why pay $15.000+ for a non-custom, no-name 
degree. Distance Learning using e-mail, phone, and the web; not classes. No bachelors degree (B.S) 
needed # you have significant real-world experience. Learn from succes j faculty. with extensive real- 
world experience, not rebred -on-the-job tenured professors. No required classes or painful to read 
textbooks covering material you already know or don't need. Wanted. as facut y members: highly 
successful professionals with great communication and teaching skills who jae C & internet ay 

We are based in Dakota Dunes, South Dakota, USA Contact us by email or see us on the web: 


www.globalmba.com 605-232-6039 ec@distancemba.com| _ 






Learn how 
Consukom CPC) in your own field Write. { for free 
eandlogiie 







The Consultants Institute 


























SPANISH 


in SPAIN 


in JAPAN, in BELGIUM 






in ENGLAND, in JAPAN, in BEEGIUM in FRANCE, in BELGIUM 











in BELGIUM in BELGIUM 





















COURSES FOR 66 HOURS PER WEEK . wun ay 
MOTIVATED PEOPLE IN THE TARGET LANGUAGE p a C ERAN LING U A 
n ie S International information 
* ADULTS from 19 years Study: and reservations: 
* RETIRED PEOPLE OF 55 AND ABOVE up to 45 private and/or group lessons 

(Special conditions available) and pedagogical activities 
+ JUNIORS from 11 to 18 years “ie 

- FRENCH in BELGIUM 

- ENGLISH in ENGLAND, 
in BELGIUM 










































Tel +da 87-79 112 





Since 1975 





in USA: Languagency 
Tel: | (413) 584-0334 
Fax: 1 (413) 584.3046 


Putting into practice with our teachers: 
at breaks, meals and evening socio-cultural activities 





















Join the City Baya 











As the School plans its expansion into a new purpose-built Business Chair in Finance / Accounting 
School, it seeks to make six new appointments in Finance. We are (Department of Accounting and Finance) 
expecting at least two of these positions to be Chairs in any field of continuing - Ref 374/Econ. 

Finance (including Accounting, Financial Economics and Real Estate 

Finance). Applicants will have an active research agenda, deriving either Chair in Real Estate Finance 
from their current academic/professional positions or from a recently (Department of Accounting and Finance) 
completed PhD and be able to provide high quality teaching in their area continuing - Ref 373/Econ. 


of expertise. A ` K j 

Lecturer/Senior Lecturer in Finance & 

os Posts) (Department of Investment, Risk Management) { 
continuing - Ref 371/Econ 


The School is internationally known for its academic excellence in 
teaching and research in Finance. With a faculty of more than 35 
members, the newly formed City Institute of Finance provides one of the ; 
targest concentrations of Finance faculties in Europe, The Institute has Lecturer/Senior Lecturer in Finance | 


an ambitious long-term plan for expansion in a range of academic (2 Posts) (Department of Accounting and Finance) 
activities. It offers a variety of specialist Finance-related postgraduate continuing - Ref 372/Econ 


programmes, and has a rapidly expanding portfolio of executive 


development courses in this area Further particulars of the posts are available from:- 


Joanne Rees, Academic Registrar's Office, 

We offer excellent research facilities and teaching loads are set to City wade Nortnampton Square, 
encourage research activity and publications in internationally rated Telephone: 020 7677 8039 Fax: 020 7477 8886 
journals. There are opportunities to contribute to our executive training or E-mail: jrees@city.ac.uk, j 
programmes and develop links with City institutions. Total compensation . : 

package is attractive. ~ quoting the appropriate reference. 

The Lecturer/Senior Lecturer posts are on the salary scale of Closing date for applications is Friday 3 December 1999. | 


£19,372 ~ £37,804 inc. L.W. 


The Chair posts are on the professorial salary scale. 


Informal inquiries, which will be treated in strict confidence, can be ee University 
addressed to Professor Mario Levis (Director of the Institute of Finance) DTICINECE CCUA 
on +44 (0) 20 7477 8635. or M.Levis@city.ac.uk or Professor Leslie BUSINESS SCHOOL 
Hannah (Dean) on +44 (0) 20 7477 8601 or L. pee ous ac.uk We are committed to equal opportunities 
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PROJECT MANAGER 
PAN AMERICAN COLLEGE OF AGRICULTURE (ZAMORANO) 
Zamorano seeks a bi-lingual (English/Spanish) manager to assist with the 
implementation of its USAID- -sponsored “Post-Mitch Rehabilitation of the 
Agricultural Sector” and “Participatory Watershed Management” projects 
in Honduras. Candidates must have proven managerial ‘skills in 
implementing USAID development.programs and be able to relocate to 
the Zamorano campus immediately. Project life is 24-30 months. Closing 
date for applications is November 26 or until a suitable candidate is found. 
Please send resume by fax or e-mail to: 
~ Dr Mario Contreras, Executive Director 

(504).776-6247 or mcontreras@zamorano.edu.hn 




































~ COURSES 


WHICH VERSITY 
iS THE BEST FOR ME 
5 Over 1,600 un ow offer 

‘The route to the degree you've always wanted to earn, MA, MBA of PhD? Cost 
| year $ years? 
Goverment mcognised or dul 


Bachelors , Masters . Doctorates lin new 18 he facts Do net waste vor 


ish infiaemantions before 


Strategic . Innovative . Creative 








4 2 enrolling Your future depends an ü 
* tJ 
Most professional business/management fields Give your name & street address, Email 2ackimba.net or 


*Credit for prior learning/experience* Fax (Dept 21 4662 634 7565 

*Accelerated programs* 1733 Surawong Rd (Dept 2). Bangkok. 10500 

*international faculty* 

“Non-residential/distance-learning format* 
*Year round admissions* 

*No cost Evaluation* 
















M.S., Ph.D. Many fi fields. No class 
“NO COST evaluation! Send resume. 


American Academy of International 
Management 6400 UPTOWN BLVD NE - SUITE 398-W 

Depi. 34 ' ALBUQ., NM 87110- USA 
34@centuryuniversity. edu 
1-800-240-6757 

ONLINE OPTIONS 


Details from: www.aimeds.com.. info@aimedu.com 
; C| AAIM , PO Box 1161 . Pierre . SD. $7801 . USA 
FAX: (605) 224 6060 














T NIVERSITY DEGREE Readers are recommended 


MASTER'S © DOCTORATE to make appropriate enquiries and take 
Saree appropriate advice before sending money, 
ae incurring any expense or entering into a 
binding commitment in relation to an 
advertisement. The Economist Newspaper 
Limited shail not be liable to any person for 

Fek: +81 (88) 665-7037 Floss ord incurred or suffered 
Fas; +81 (HH) 665-7039 o: amage incurred or suffered as a 
+81 (90) 8284-7015 result of his 1 her accepting or offering to 
stgeorgeuniv sedu accept an invitation contained in any 
Website: http:/syww stucorgeuniversityedu advertisement published in the Economist. 




























Distant Education Centre, JAPAN: 









Aiiorita'k Bachelor * Master ° Ph.D. 
Prefe d Business (6MBA Majors) - Engineering 
wae Liberal Arts - Computer 
Dis tance Accelerated degree programs * Academic credit for work 
Education experience * Students from 112 countries and 36 states in 
University the USA © Send 2 page resume/C.V. for no cost evaluation. 


y PO. Box 1138, Bryn Mawr, PA 19010-USA 
fax: 610,527.1008 © e-mail: admissions@washint.edu * www.washint.edu 
















London Hotel School offers the 
opportunity to qualify to work in 
the world's biggest & fastest 
growing businesses. Choose from London Hotel Shodi 
5 UK & USA accredited hospitality * Hospitality General 
Diploma courses of 12 theory units Management 
which you can start any month, * Human Resources 
followed by a one year paid * Hospitality Finance 
internship in a London hotel. * Sales & Marketi 
LHS: the management fast track. , , y >E 

; : i EEEa & — m 













1 Bedford A 
London WC1B 





Faculty Positions | in Global Governance 
and International Finance 


UW-Madison seeks ‘applicants for two to three new faculty positions, open to rank, to -work on 
relationships between. global governance and international finance. Applicants should have a 
deep knowledge of some ‘aspect of the political, financial, legal, and/or economic. forces and 
processes'at the national and/or international levels that affect the development and management 
of international finance, and be interested in working on these issues with colleagues from 
related fields. Tenure home may be in Political Science, Economics, Business School, or Law 
School: joint appointments are possible in the LaFollette Institute for Public Policy and other 
relevant units. Candidates must-have a PhD, JD, or other equivalent professional degree by the 
time of appointment, expected to begin in August, 2000, 


Send letters of interest and CV to Dean David M. Trubek, The International. Institute, 
University of Wisconsin-Madison, 268 Bascom Hall, 500 Lincoln Drive, Madison, WI. 
53706. Tenured applicants should send the names and contact information of three referees; non- 
tenured applicants should submit three letters of reference. Applications must be submitted by 
Dec. 17; 1999 to-ensure consideration. Unless confidentiality is requested in writing, information 
regarding applications and nominees must be released upon request. Finalist cannot be 
guaranteed confidentiality, The UW is an equal. opportunity employer. 















Federation of Small Businesses (FSB) 


Do you have what it takes 
to be a part of our team? 


The FSB is the largest Business organisation in the UK with over 
145,000 members, representing the small business sector and we 
are growing daily. We are the voice of small businesses and lobby 
government at all levels therefore we need to extend our team. 


We are looking for an energetic and motivated player to be based in 
our London Office. 


The Position:- Policy Development 
Officer (Economist) 


The Skills required:- - Communication skills both verbal and 

written 

- Presentation skills to large and small 
audiences 

- At Jeast one years working experience in 
an economics background. 

- A working understanding of small 
business issues. 

- Project planning and management 

- IT literate in the use of PowerPoint, 
Spreadsheets, Word Processing & 
Databases. 


The Role involves:-  - Conducting Research 

- Co-ordinating projects 

- Managing campaigns 

- Preparing reports & submissions with 
recommendations 

- Prepare the FSB’s budget submission to 
the Chancellor of the Exchequer. 

- Write articles 

- Representing the FSB’s views. 

- Working understanding of the UK & EU 
political systems 


The person appointed must be a graduate in Economics. The 
starting salary circa £20,000 - £22,000 p.a, according to 
experience, which will be reviewed after 6 months. 


If you possess these skills and are up to the challenge and would 
like to join the number one business team then write to the 
following address for an application form; Office Manager, 
Federation of Small Businesses, 2 Catherine Place, Westminster, 
London, SW1E 6HF. The closing date for the return of completed 
application forms is 5.00 pm on Monday 15th November 1999. 
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‘Council of Európe 
De ey 


Conceil de l'Europe 


The Council of Europe {in Strasbourg, 
France) is holding a competitive 
examination for English-language 
generalist translators to fill several 
vacant permanent posts and draw 
up a reserve list of candidates for 
future vacancies. 

Translation is a vital means 

of communication in an international 
organisation, and the Council 

of Europe is anxious to recruit linguists 
of the highest calibre. However, 
linguistic knowledge is not the only 
criterion, The successful candidates 
will also have other important mental 
qualities, notably stamina 
(concentrating an complex texts for 
long periods), self-motivation (working 
resourcefully without constant 
supervision) and agility (responding 
efficiently and promptly to urgent 
conference translation needs). 

The Council's activities cover 

an extensive range of subjects, 

which means that a broad general 
knowledge and relevant experience 
are also essential, In particular, 
experience of translating legal texts, 
especially in an international context, 
is highly desirable, 





In-addition to possessing these 
qualities, candidates must’ 

- be nationals of one of the Council 
of Europe's 43 member States; 

+ hold a good university degree; 

+ have English as their mother tongue, 
an excellent knowledge of French 
and very good knowledge of Russian; 
< have several years of appropriate 
professional/liquistic experience, 
Remuneration and conditions 

of employment are comparable 

to those offered by other international 
institutions. 

Please send your detailed CV 

fin English or French) including 

the reference number 75/99 postal 
address, date of birth, nationality 
education and training, work 
experience and language skills 

by 17 December 1999 to the 
Recruitment Office (Human Resources 
Department), Ref 75/99, Council 

of Europe, 67075 Strasbourg Cedex, 
France. Fax: +33 3 88 41 2710 
e-mail: recruitment@coe, int 
Attp:dwwa.coe. frffeljobs (official 
vacancy Notice). Use Word format 

if you send your CV by e-mail. 


Translators m/f 


THE SPRINGFIELD CENTRE 


FOR BUSINESS IN DEVELOPMENT 


MICROFINANCE AND BUSINESS 
DEVELOPMENT SERVICES 


CRITICAL AND CREATIVE THINKERS (£25-40k) 


The Springfield Centre for Business in Development is a leading specialist in 
microfinance and MSE development in Africa, Asia and Latin America. We do not just 
respond to client requests, we strive to lead the sector's thinking and approaches through: 


* High level advisory and consultancy inputs to donor agencies 
* Strategic partnerships with leading international NGOs 
+ Innovative training courses and workshops 


If you have: 

* Practical development experience in microfinance (including leasing and insurance) or 
enterprise development 

+ First class writing and participatory training skills 

* A strong capacity for creative thinking and critical analysis 


And you want to: 

+ Have a real impact on. reducing poverty in the world’s poorest countries 

* Be based at our office in Durham, but travel internationally for 80-100 days per year 

* Work in an informal, dynamic environment which encourages and rewards. individual 
initiative, 

then please send your CV ta: 


The Springfield Centre for Business in Development 
Mountjoy Research Centre 
Durham DH1 3UZ 
UK 
Fax: (44). 191.383 1616 
E-mail:Global@SpringfieldCentre.com 








THE SHAPE OF THE FUTURE 


BUSINESS STRATEGY MANAGER 


£30 - 35K + BONUS & CAR 





Serviceteam is a young UK-based organisation breaking new ground 
in service contracting to local government and government agencies. 
Since our establishment in 1995, we've evolved our service strategy 
focussing on our genuine commitment to enhancing the quality of life 
of the end user. Specialising in the highly visible services of refuse You'll need a good degree, an MBA qualification, and at least six 
collection, street cleansing, grounds maintenance, transportation, years experience in business development. The delivery of optimum 
security, catering, building cleaning and building repairs and maintenance. solutions is dependent upon your skills as a project manager with 
We have experienced a constant and stable growth of 20% y-o-y excellent analytical skills. You must have a solid understanding of 
and have ambitious growth plans for the years ahead. If we sound research, and be capable of assimilating large amounts of diverse 
confident, it’s because we've every right to be. With the move away information. Whilst new business tendering is not essential, 
from Compulsory Competitive Tendering, we are uniquely placed to it would be preferable. 
answer the call of “Best Value’ tendering for local authority contracts. Solid commercial acumen, and the ability to think ‘outside the box’ 
As Business Strategy Manager, you'll be shaping the strategy for the is essential. As a total team player, you must be able to motivate, 
future of Serviceteam working with the Executive Directors to develop encourage and use key indicators to drive the group towards its goals. 


the business as a whole, you'll be developing strategies for each of 

the above operating divisions, You'll be totally involved in bringing 
about effective change within the organisation, laying the foundations 
for robust infrastructures on which to build long-term growth. 





Please write with cv to Mike Reed, Human Resources Director, Serviceteam, 
Serviceteam House, 185-205 Shakespeare Road, London SE24 0PZ. . 


O service ®eam 
= 


We are committed to Equal Opportunities 





INVESTOR IN PEOPLE 
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FRANKFURT (ODER) 


The Faeulty of Economics and Management Studies plans to reoccupy the 
following position (Daimler-Benz-Foundation-Professorship) as soon as possible: 


Chair of Business Administration, especially 
International Management 


We expect that the chair will provide lectures and do research in the field of 
International Management (desired: emphasis on International Finance) and that it 
willtake charge of the existing international contacts of the Faculty as well as the 
establishment of further cooperation agreements. 


Candidates need to have a PhD and a “Habilitation” (or equivalent academic 
qualifications), as well as a teaching and research record appropriate to the rank of 
a professor. We expect interest in the international orientation of the chair as well 
as in interdisciplinary cooperation in research and teaching. 


In case of an appointment as a professor for the first time, the candidate will 
initially become a civil servant for a period of five years. Cases will be reviewed 
on an individual basis. 


Your application should be submitted with documents relating to your professional 
and academic career (including certificates, details of teaching experience and 
research activities, listing of publications). Women are encouraged to apply. By 
December 18th 1999, applications should be addressed to: 


Dekan der Wirtschaftswissenschaftlichen Fakultät der 
Europa-Universitat Viadrina Frankfurt (Oder) 
P.O.Box 1786, D-15207 Frankfurt (Oder), Germany 
http://www.euv-frankfurt-o.de(Adressen/Universitatsverwaltung) 


The Graduate Institute of International Studies, Geneva 
is opening a full-time position of 


Professor/Associate Professor of International Economics 
(earliest starting date is 1 October 2000 or at a date to be mutually agreed upon) 


The Graduate Institute of International Studies, founded in 1927, 
specializes in the plurisdisciplinary study of international relations. 
More than half of its 600 students pursue advanced degrees in 
international history and politics, international economics, 
international law, or political science. These degrees are awarded 
jointly by the Institute and the University of Geneva but the 
Institute enjoys an autonomous status and it is bilingual (English 
and French). 


Candidates should have a strong analytical background and an 
ability to combine theory and applied research. Preference will be 

iven to candidates who have a demonstrated interest in the 
ollowing areas: 


- International trade and policy, preferably with a strong 
empirical background. The preferred areas of sub-specialization 
are industrial organization and/or public choice; 


OR 


- International finance with a strong empirical background. 
Preference will be given to candidates with a particular interest 
in the structure and evolution of the international financial 
markets, including regulatory and stability issues. An interest in 
issues related to the liberalization of national financial markets 
in developing and transition economies would be welcome. 


Applicants must hold a Ph.D in economics, have outstanding 
teaching and research capabilities, and a good publication record. 
The language of instruction is either English or French, but the 
candidate should have at least a working knowledge of the other 
language. The Institute specifically encourages female candidates to 
apply. 

Applications including a detailed curriculum vitae and a list of 
publications should be sent to: The Director, The Graduate 
Institute of International Studies, rue de Lausanne 132, 1211 Geneva 
21, Switzerland (fax: + 41 22 731 2777) from whom the general 
terms of appointment for such a post may be obtained upon 
request. To be considered, applications should arrive by 15 January 
2000 at the latest. 


The Institute reserves the right to fill this position by invitation. 
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JOB HU! TING INTERNATIONALLY? 


Executive $75K-500K+. Career searching into, within or-out of 
Asia / Europe / M.East / U.S.? Contact for Free Info & Critique 


www.careerpath.co.uk 
Fax: Email: 
USA/Canada +1 202 4781698  cpamerica@careerpath.co.uk 
Europe +44 20 75048280 — cpeurope@careerpath.co.uk 
Asia / M. East / Aus +66 2 2674688 cpasia@bkk:loxinfo.co.th 


Privatisation Specialists 


International Business & Technical Consultants, Inc. (IBTCI) is an 
international management consulting firm providing technical 
services in private sector development to emerging market 
countries. We are seeking senior-level specialists for medium- 
and long-term projects whose backgrounds include. extensive par- 
ticipation and experience in the planning and implementation of 
privatisation projects. We require 15+ years of consulting and/or 
managerial experience with application across various industrial 
sectors in one or more of the following functional areas: 


+ Corporate management e Investment banking, M&A 


and strategy * Economic analysis, 


demonopolisation, 
tariff setting 


e Enterprise restructuring 


e Accounting 


e Valuation * Legal and regulatory 


e Corporate finance, e Marketing, _. 


financial analysis 


+ BOT/BOOs and 
concession schemes 


* Public education/” 
information 


Prior experience in senior positions on 
projects funded by international donor 
organisations, project management and 
emerging markets experience is especially 
valuable. Please send your cover letter and 
resume to: e-mail: resume@ibtci.com; mail: 
Human Resources, IBTCI, 8614 Westwood 
Center Drive, Suite 400, Vienna, VA 22182; 
FAX: (703) 749-0110; www.ibtci.com 


ESRC ‘Transferring Good Governance’ Project 
Salary up to £20,319 pa incl. 


Applications are invited for the above position. The 
appointment is for 30 months, to commence as soon as 
can be arranged. The Research Officer will work on a 
research project on ‘Transferring ‘Good Governance’ to 
Emergent Democracies: Ideas and Institutional Change’ 
that is funded by the ESRC as part of its Future 
Governance Programme. The project is directed by 
Drs Goetz, Panizza and Philip, Department of Government. 


The successful candidate will be expected to have a PhD 
in political science, public administration or a related 
discipline or be able to demonstrate equivalent research 
experience. An advanced ability for institutional and policy 
analysis is essential. Knowledge of Spanish, Hungarian 
or Bulgarian is an advantage. The Research Officer will 
be responsible for the day-to-day running of the project. 


For further details please phone 0171-955-6183 or email 
recruitment@lse.ac.uk with your postal address. Please 
quote reference number L041. 


Closing date for applications: 4 December 1999. 


The London School of Economics and Political Science is committed to equal 
Opportunities and excellence in teaching and research 
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| VAKAKIS INTERNATIONAL S.A; 


Rural development consultants operating 
donor funded. projects in Africa, 
NIS, Caribbean & Mediterranean 
have an immediate opening for an: 
ENVIRONMENTAL ECONOMIST 
in Swaziland 
capable to perform an economic valuation 
of the environmental costs and benefits of 
environmental impacts identified in 
relation to the construction/ operation of a 
large water project. Required 
qualifications include; educa-tion in 
environmental economics, at least 10 
years experience in developing countries, 
experience with EIA studies, familiarity 
with large irrigation projects, experience 
in the sector of transport economics and 
air pollution aspects, Send CVs ASAP to 
fax: +30.177 04 370, email 
:vakint@compulink.gr ref, ECO4. 











oe, The, 
Economist 


TO ADVERTISE WITHIN THE 





asin 


















Tricia Dooley 
New York 
Tel: (1-212) 541 5730 
Fax: (1-212) 247 1325 
Email: TriciaDooley@economist.com 













Evanna Kearns 
London 
Tel: (44-171) 830 7000 
Fax: (44-171) 830 7111 
Email: EvannaKearns@economist.com 












Fisher Center for the Strategic Use 
of Information Technology 


Responsible for bringing industry and university together through research 
and outreach activities of mutual benefit, including development and 
implementation of applied research and educational programs, pursuit of 
grant and contract opportunities, identification and cultivation of 
prospective donors, expanding industry membership, and managing 
Center's staff and budget. When practical, teach courses related to the work 
of the Center. Qualifications: ‘Terminal degree in information technology, 
economics, business policy, organizational. psychology or other relevant 
field. Must possess academic research and teaching credentials. Specific 
practical focus on information technology essential. Experience with 
university faculty and corporate level business highly desired. Must be 
accomplished developer of applied research and educational programs 
customized for corporate top executives. Demonstrated creativity, drive, 
initiative, and the ability to work successfully with diverse array of senior 
academic, administrative and corporate constituents required. Salary 
commensurate to qualifications and experience. To Apply: Send resume, 
including names and addresses of three references to FCSUIT Executive 
Director Position, IMIO, F402 Haas School of Business, University of 
California, Berkeley, CA 94720-1930. Applications must be received no 
later than Monday, December 8, 1999. 


Strategic Action Program for International 
Waters in the Pacific Islands Region 











Applications are invited for the positions of Project 
Manager/International Waters and Fisheries Management 
Adviser. These positions will form the basis of the Project 
Coordinating Unit for the GEF/UNDP funded project to 
Implement the Strategic Action Program for International 
Waters in the Pacific Islands Region. Applications close on 15 
November 1999, 





Expressions of interest and requests for further information 
should be directed to: 

The Director 

South Pacific Regional Environment Programme (SPREP) 


PO Box 240 Phone: (685) 21 929 
APIA Fax: (685) 20 231 
Samoa E-mail: sprep@sprep.org.ws 
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UNIVERSITY OF PENNSYLVANIA 
LECTURER IN SPANISH 


The Lauder Institute of Management & Int'l Studies is a dual degree MBA/MA 
program of the Wharton School and the School of Arts & Sciences. Students 
concentrate on | of 8 languages and must test in oral proficiency to enter (ACTFL 2) 
and graduate (3). 

























Responsibilities incl teaching 2-3 small sections of language classes. organizing 
seminars & mini-immersions & assisting with program administration. 






Candidates need 3-5 yrs experience teaching hi-level applied language, ideally with a 
business focus. Native fluency req'd. Broad knowledge of Latin America also req'd. 
Experience and interest in curriculum design desired. 













This is a renewable 9-month, career track app't. Salary is competitive and 
commensurate with experience. Send letter & vitae to Dr. S. Davis, Lauder Institute, 
256 S.37th St, Philadelphia, PA 19104-6330, Fax: 215-898-2067. AA/EOE, 




















POLICY ADVISOR IN SOUTH ASIA Wts 


The IRIS Center at the University of Maryland is looking to locate 
candidates for a possible long-term assignment in South Asia. The ideal 
candidate would provide exceptionally energetic, hands-on, results- 
oriented, and imaginative leadership in the project’s policy agenda, 
whose current focus is on access to credit by SMMEs. The position 
would require seven years of expertise with financial services for smal] 
businesses in poor countries, practical experience in effective policy 
advocacy and reform, a strong leadership record, superior written and 
spoken communication skills, and professional experience in South Asia. 
Interested professionals should submit a cover letter detailing their 
compatibility with the above requirements, a resume, and salary history 
to Zarinés Negron, IRIS Center, 2105 Morrill Hall, College Park, MD 
20742, Fax: 301) 405-3020. Information about IRIS, its goals and its 
projects is available at www.inform.umd.edu/IRIS/. Only those 
candidates chosen for interviews will be contacted. IRIS is an equal 
opportunity employer; women and minorities are encouraged to apply. 





















PUBLICATIONS 






SUCCESS IN BUSINESS IS A 
QUESTION OF INTELLIGENCE 


The international business world is filled with 
different opinions and conflicting reports, and 
authoritative information is hard to find. But to 
maximise profits, you need reliable, objective 
intelligence. For the very best analysis of more 
than 180 countries, you need Country Reports 
published by the Economist Intelligence Unit. 
Each quarterly report provides 25-40 pages of 
concise intelligence and short-term forecasts on 
the political scene, the economy, foreign trade 
and payments, ensuring you can meet the 
challenges of doing business in today’s 
increasingly globalised economy. 














For more information and to order, visit the EIU 
Online Store at http://store.eiu.com or call our 
office nearest you today quoting reference code 
IKACMA. 


The Economist 
intelligence Unit 








New York (1.800) 938-4685 or (1.212) 554-0643 
Hong Kong (852) 2802 7288 
London (44.20) 7830-1007 
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Environmental Economics and Policy 
(Endowed Chair) 


The University. of California, Santa Barbara (UCSB) Donald Bren School. of 
Environmental Science and. Management invites applications for the Donald Bren 
Chair, This is an. endowed chair in the areas of environmental economics and 
policy. The endowment provides substantial discretionary funds to support the 
research and teaching programs of the incumbent. We seek a distinguished 
established scholar with demonstrated visibility in both the academic: community 
and the policy arena. Interest in working in an interdisciplinary environment is 
essential, We expect the chair holder to play a leading role in building and shaping 
the environmental economics and policy programs within the Bren School. 


SULTAN QABOOS UNIVERSITY Faculty Position, 
Sultanate of Oman 


College of Commerce & Economics 





























The College of Commerce and Economics opened in 
September 1993 in a new purpose-built building of the 
highest quality equipped with leading edge technology 
in information, business education and teaching 
systems, The College is one of the most modern and 
comprehensive business schools in the region and aims 
to become an international centre of excellence in 
business and management education. Current 
enrolment is over 1,000 students and an MBA degree is 
under development. The language of instruction is 
English, therefore, fluency in English is essential. 
Previous international experience in teaching non-native 
speakers of English is highly desirable. 















The Donald Bren School of Environmental Science and Management is a 
graduate school offering a two-year professional Masters degree and an 
interdisciplinary Ph.D. The curriculum focuses on climatic, hydrological, 
ecological, and human systems at local, regional, and global levels, and 
addresses the consequences of governmental policies, regulations of industrial 
practice, and corporate strategies, Applicants for faculty positions must have a 
strong interest in collaborations with faculty and students who conduct 
interdisciplinary research in environmental science, economics, and policy with 
implications for environmental problem solving. Our web page 
(http://www.bren.ucsb.edu/) contains more information about the School. 





















Nominations and applications should be sent to: Bren Endowed Chair 
Recruiting Committee, Donald Bren School of Environmental Science and 
Management, University of California, Santa Barbara, CA 93106-5131; 
telephone (805) 893-7363; fax (805) 893-7612; e-mail: search(@bren.ucsb.edu, 













Applications must include a curriculum vitae, a statement of research interests 
and teaching philosophy, copies of three publications, and names of four 
references. For full consideration, applications should be received by December 
31, 1999 although the position will remain open until filled. The University of 


Expansion of the student body requires the addition of 
faculty in the following departments /areas: 



























































Accounting (August 2000) aioin is an Equal Oppoitiniy anirnar ve Action mopoyan ae Sasae 
; I qualified applicants to apply, including minorities, women, ¿ sons wit 

Marketing (Jan. or Aug. 2000) dienliec applicants to apply. including Minorities, women, an persons wt 

Finance (Jan. or Aug. 2000) 

Operations Management (Jan. or Aug. 2000) 

Economics (August 2000) INTERNATIONAL PROPERTY 

Information Systems (Jan. or Aug. 2000) 

Business Statistics (Jan. or Aug. 2000) VANNUAGN Prime industrial, commercial and 

Management 7 (Jan. or Aug. 2000) Ř—— residential properties 


Prime location in Ndola on the 
Zambian Copperbelt 


Business Communications (Jan. or August, 2000) 





For sale 


by owner Fax: +32-2-374.72.05 
Email: consgroup@euronet.bc 






Applicants must have a doctoral degree from a 
recognized school of business or management, teaching 
excellence at a business school and a creditable research 
and publication record. For the accounting positions, 
professional certification is desirable. For the business 
communication positions applicants are expected to 
have their degree in the communications field with 
specific preparation in teaching business 
communication, technical writing or public speaking or 
with extra academic experience in one or more fields of 
professional communication. New faculty will be 
expected to use the newest teaching methods and utilize 
computer based technology. 





BUSINESS & PERSONAL 


U.S, GREEN CARD (NO JOB OFFER) 
Provisions if U.S. Immigration law may make you 
eligible for a U.S. GREEN CARD without needing 
a job offer. If you are an experienced bivsinessman 
or professional, please fax your C.V. resume, or 
list of qualifications for review to: 
Law Offices of 
DOBKIN & SHERMAN, P.C. 
32901 Middlebelt Road, Suite $00 
Farmington Hills, MI 48334 U.S.A. 
“Tel, (248) 855 8600 Fax (248) 855-9788 E-mail xereencund@aol.com 















OFFSHORE BANK 


for Sale - newly registered in Europe 
with banking license and ready to 
rate 


IMMEDIATE DELIVERY US $ 
19,990 
info at: hitp:/www.panamaofishore.com 
Tel./fax: (00507)-21 3-03-38 





In addition to competitive tax-free salaries, successful 
applicants will receive paid travel, free and good 
housing, medical facility in Government Hospitals and 
end of contract gratuity. Tuition fees for up to two 
eligible children is subsidized. 
















U.S. IMMIGRATION 
We specialise in finding jobs, businesses or 
properties which allow you to qualify for a 
visa, and our associate attorneys handle the 
visa processing. To. learn how we can help 
you, phone us at 001 954-424-6071 
Management Consulting USA Inc. 
1802.N. University Drive, 
Suite LOOA, 
Ft, Lauderdale, Fl. 33322. 


2ND PASSPORTS, DRIVER’S 
LICENCES, DEGREES, BANK 
A/Cs, CAMOUFLAGE PASSPORTS. 
GMC 
Fax +3120-5241407 
Email: 100413.3245@compuserve.com 
http://www.global-money.com 


Please send CV’s to the address below, FAX to 968- 
514043 or e-mail to cceadm@squ.edu.om, quoting 
our Ref. ADV/CCE/05/99. Positions are open until 
filled, but carly applications will be given preference. 








YOU’RE NOT DOOMED! 


Y2KFOX is the instant Y2K fix for Microsoft Fox Programs; Y2KCLIP the instant fix for 
CA-Clipper programs. No source code or programming skills needed. We helped Amex, 
Pitney,.US Courts, US Navy, McKessonBio and many others. Plus hundreds of small 
businesses who thought they were... well, doomed. 







Faculty Search Committee (dept. name) 
College of Commerce and Economics, 
Sultan Qaboos University, P.O. Box 20, 
Al-Khod, Postal Code 123, Sultanate of Oman 


Call today and save the worry for the hard stuff: this one is easy! 800-480-1604 or 
203-656-0448, Fax: 203-655-4049, email: info@y2kfox.com. hitp:/www.y2kfox.com 
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Arthur Andersen's 


Global Conference for 
Educators and Community Leaders 


LEARNING FOR THE 21st CENTURY 
April 26-28, 2000 St. Charles, Illinois 


@ Understand the coevolution of schools, higher 
education and business training toward a self- 
directed, lifelong learning system. 


General Session Speakers (all confirmed): 

* Russell Ackoff — Professor, Wharton School of 
Business 

e Peter Block — Author and Consultant 

* Richard Boulton — Arthur Andersen, Strategy & 
Planning 

¢ Peter Drucker - Father of Modern Management 

+ Morton Egol — Arthur Andersen, School of the 
Future 
Dan Greenberg ~ Founder of Sudbury Valley 
School 
David Langford — School Quality Consultant 
Drew Lebby — Schoo! Strategy Consultant 
Nicholas Negroponte — Founder of MIT Media 
Lab 

Mark Russell — Humorist 


Visit the Arthur Andersen Community Learning 
Center via videoconference with facilitators and 
learners. This modern version of the one-room 
schoolhouse for multiage, self-directed learners is 
evolving toward a learning environment for all ages. 


Participate in workshops on Global Best 
‘Practices for learning in schools, higher 
education and business. 


630-444-4987 

630-444-4975 

school. of.the.future@arthurandersen.com 
www.arthurandersen.com/schoolofthefuture 


Please send me 
Name (Mr./Ms.) 
Company/Org. _. 
Address _ 
City _ 

State/Country sss Zip /Postcode 








Telephone 
Fax 
E-Mail 








THE ECONOMIST NOVEMBER GTH 1999 


CUT THE COST OF YOUR 
STAY IN LONDON 
Comfortable self- pontained serviced studio ftats 

pric 


bathroom, phone, satellite TV., 
central heating, elevator, maid service, resident 
manager. Suit 1-2 persons, Brochure by Air-Mail: a 
Knightsbridge Service Apartments 71 436 3201 
45 Ennismore Gardens, London SW7 1AQ. 
TEL; 0171 584 4123. Fax: 0171 $84 9058. X 44 174 436 320 
info@ksflats.demon.co.uk 
www.ksflats.demon.co.uk 


#*LONDON'A EOS 
a Quality serviced apartments offering best value TRUSTS FOUNDATIONS 


for money. Our apartments offer great savings n 
compared to hotels. Fully serviced, private igli i 
a n TV; serene, eel Over 15 years of specialist company formation 
gy 82212. elevator a & management services, 
Centrally located in Kensington area For a no-obligation confidential consultation, 


E Tourist Board Approved W together with free explanatory brochure contact: 
Ashburn Garden Apartments 


a 3 Ashburn Gardens a WORLDWIDE CORPORATE 
South Kensington, London SW7 4DG, UK a SOLUTIONS LIMITED 


www.ashburngardens.co.uk 


info@ashburngardens.co.uk a TEL. +44 1624 8271 53 


Tel: ++44 207 370 2663 


Fax: ++44 207 370 6743 FAX. +44 1624 827154 
BEES Be E Mail solutions@advsys.co.uk | 


INCORPORATE IN USA 
BY FAX OR PHONE 


e Corporations and LLCs TYPICAL INCORPORATING FEES 


e Free name reservation ` Delaware $199, 00 
Personal assets shielded Wyoming $285 00 
e Confidential and cost effective Nevada $380.00 | 
* Full registered agent services Utah $270.00 
FAX: 302-421-5753 TEL: 302-421-5750 


3 E Mail: corp@dca.net 
Registered Agents, Ltd. Web Site: www.incusa.com 


1220 N. Market Street, Suite 606 + Wilmington, Delaware 19801 





. Germany, Soiden Norwa 
- Austr ia, Canada, from 
aiei in „the wor 


1402 TEANECK ROAD - SUITE 114 - TEANECK, NEW JERSEY - 07666 - USA 
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ANADA IMMIGRATIO 


TRAVELLING TO NEW YORK? 
Bed & Breakfast: Service offers 200+ NT & EMPLOY DENT OPPO 
apartments, all in fashionable areas. Rates 
$90-300. p/n. 

Corporate Specialists 

Bed of Roses V., Inc. 

800 Sth Ave. NYC 10021 

‘Fel: (212) 421-7604. Fax: (212) 935-0617. 


y y y ww 











IMMIGRATION TO CANADA. 
Experienced Canadian Immigration 
Lawyer will prepare Visa application and 
conduct job search for prospective 
immigrants: Very reasonable fees. 
Leonard Simcoe, Ref. E, 1255 Laird 
Bivd., #208, Mt, Royal, Quebec, Canada 
HP TI. Fax (514) 739 0795. 
Email: LSimcoe@csi.com 

http://users. ycs.net:85/simcoe 





YOUR AGENT IN ISRAEL 
Contact us today: 











































Shlomi Hamra 
Fax: 972 3 5748662 
shlomyh@netvision.net.il 


LAW OFFICES OF COLIN R, SINGE! 
a i e dr i 


Canadi 
510-4999 Ste- 








Tel: (S44 

















id Denne 


Innovative and cost-effective solutions to protect your assets and minimise your tax. The Sovereign Group is a professional global practice of leading 
tax specialists, operating in 13 jurisdictions worldwide for over 10 years. For complimentary copies of our guides to international tax planning and trustee 
» services, please contact your most convenient Sovereign office. Alternatively call for expert practical advice free of obligation or charge. 

















USA: BILL ANDREWS GIBRALTAR: DIANE DENTITH UNITED KINGDOM: SIMON DENTON T.C.1.: PAUL WINDER 
fel 1 757 363 9064" fel +350 76173 Tel: +44 (03207 479 7070 Fol +1 649 946 5036 € 
Fax: + (757 303 9668 Fax: -350 70158 Fax: +44 (0207 439 4436 Fax: +1 649 946 5032 
usağesovercignyroup.com gibussovercigngroup.com uk@sovereigngroup.com tciesovereigngroup.com 4 


as Li 


a a A "Ba A A UA ~ A y a a tf & mm Ma 4 & www.sovereigngroup.com 








Since 1977 The ICSL organisation has specialized in the establishment and administration of Offshore Companies, Trusts 
and other structures with emphasis on Tax Mitigation, Asset Protection and Privacy. We also arrange no tax/low tax 
residency arid alternative citizenship and passport. For information or an initial consultation without obligation please 
contact your most convenient ICSL office. Our aim is to provide Quality Service at Reasonable Cost. 


CANADA - JACQUE LAPINE IBERIA - ROD RAMSDEN LLB LLM UK - PEYMAN ZIA 
International Company Services (Canada) Ltd ICSL Iberia Limitada International Company Services (UK) Ltd 
Tel: +14506797452 Fax: +14506794263 Tel: +351 1314 2030 Fax: +351 1 3142031 Tel: +44 171 493 4244 Fax: +44 171 491 0605 
Email: icscanada@cedep.net Email: por@ICSL.com Email: uk@ICSL.com 


USA (WEST) - KASRA SADR JD USA (EAST) - JERRY BAKERJIAN BBA URUGUAY - Dr. CARLOS QUERALTO 
International Company Services (USA) Inc International Company Services (USA) Inc international Company Services S.A. 

Yel: +1 310 550 8712 Fax: +1310 2057973 Tel: +1. 954 943 1498 Fax: +1954 943 1499 Tel: +598 2 902 1165 Fax: +598 2 902 1191 

Email: usawest@ICSL.com Email: usa@ICSL.com Email: uy@ICSL.com 


Smaller laptop? Smaller flaptop. The UK & Offshore 
OurFleible Unwreelabie™ | | LU) Le La) osx to Lee! 


frame protects your laptop. SoSH SCHESSEHEHSESEOHHSHEREHAOOESETEOHEEO 
Hand finished cowhide: 
choose natural, walnut or 











The Company Store Group E Ready made & own choice of name 


, International is one of the longest ~ |Co's available in UK & worldwide, 
black. Letter-size, fat letter- established professional firms ' a Free advice & colour brochure. 
size, AA, or legal-size. specialising in worldwi B Free name check. 
$650 to $695. company and trust We guarantee the 


formation. We : lowest fees. 
believe that we offer E Complete 
the quickest service * confidentiality. 
and the most SS oe full nominee 





We make Glaser Travel cay arti fees, with services, domicilation, 
Goods, and sell directly to no hidden extras. We bank introductions, 

you. Talk with us about undertake a la the difference, mail, tel, fax, e-mail and 

your luggage and briefcase  Insiders™ dividers: Eon rap e E \aMwaga ws sti 
needs. Any purchase may customize the way you 

be returned unused in ten organize your documents 

days for a full refund. and gear. 


iin 26 North John Street, Liverpool L2 9RU, UK 
Please call for our free catalog. Toll free 800.234.1075. 4 ea) Tel: +44 (0) 151 258 1258 (24hrs) 
: Fax: +44 (0) 151 236 0653 


See? G LASER DE SIGNS aN] e-mail: enq@companystoreworldwide.com 


NG TraveL Goops MAKERS 





W LAS i Visit our comprehensive website: 
Ee + a E E www.companystoreworldwide.com 


aa PHONE 415-552-3188 FAX 415-431-3999 
TOLL FREE 800-234-1075 ECON@GLASERDESIGNS.COM FREEPHONE (UK) 0800 26-26-62 
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New Authors 
Publish Your Work 


ALL SUBJECTS CONSIDERED 










Crnenone | OFFSHORE COMPANIES 
eee | è TAX PLANNING 


PROVIDER BY LAWYERS 
LONDON WIR 7YB, ENGLAND 5 our wor ade sta 4 A ae E E ENEE, 


www.minerva-press.co.uk of over 300 mu i ars E. , __ The SCF/Hibernian Group is probably Europe's premier 
ta 2 LICENSED trust and management practice fully owned 
I mmigration & Investment 586 m 5 and operated by qualified lawyers and accountants, 






write or send your manuscript to: 


MINERVAPRESS 
























in USA, Canada, ve Deer ere n f — Unlike many competitors, the Group is fully able to 
Australia & Spain jAtarnationa tak and asset protec meet your entire individual and corporate tax 
Are you looking for using all of the major low tax areas. planning needs whilst our in-house management 
permanent residency in the SI A Peor or capabilities allow for added confidentiality and 
independent category or as arrange ‘ Í extremely competitive fees. If you or your company 






an investor? es : want to protect your hard-earned assets and not let 
í them go up in smoke, please contact us today. 





Documentation including 
investment opportunities 
suppiiea; for only $50 USD yo 
-onsultant Inter national E Arrangements of noniines services 







e 100’s of Companies immediately available! 
e Full Management & Nominee Services 
e Secure Bank Introductions 
` e Family Settlements & Asset Protection 
e Trust & Foundation registration 
ə Fiscal Migration 


e Full Tax Planning 
Services 


COMPANY & aan 7? . e GUARANTEED 


TRUST SERVICES COMPANIES AVAILABLE 7 CONFIDENTIALITY 
FROM us$350 : 
LUXEMBOURG MADEIRA s U TRA 


Eveline Karls D Fiske De Gondi , COMPETITIVE 


Tel +352 224 285 BSc, MBA, A LDA 
Fax +352 224 287 Tei: -351 n FEES 


Fax <351 91 iå 
FINLAND ax: +351 91 227144. 







s Accountancy and audit servites 












ct Martin Neville - 










1624 677948 A SINGAPORE a 
+44 (0) 1624 677949 te vaea oco aeg Dana Bean, VISIT OUR AWARD WINNING WEBSITE AT 
Denterprise net Faw +358 9.6969 2563 [e +95 536 338 








HUNGARY ne ci www.scfgroup.com 


sterfi 
Che tel d Laszlo Kiss 83c (Exon) Raymond Choi 
Feb 436 1 351 9959 
Group Fax+36 t 351 9958 
Salisbury House. Victoria Street CYPRUS x 
Douglas, Isle of Man IMI 2LW Chris Vassitiades USA - AICS ltd 
Attorney-at-Law Kevin Mi 
Tek 4357 2673211 Tai 
Fax: +357 2 673 463 
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OUTPUT, DEMAND AND JOBS. America’s cpr grew at an annualised rate of 4.8% in the 
third quarter, lifting year-on-year growth to 4.1%. Industrial-production growth in the euro area 
picked up to 1.9% in the 12 months to August. Japan’s jobless rate edged down to 4.6%in Septem- 
ber; France’s fell to 11.1%. Austria’s was slightly lower, at 4.1%, in October. 

































































COMMODITY PRICE INDEX 
ma Coffee prices have been on a 
roller-coaster over the past month. Dry 
weather in Brazil, the world’s biggest pro- 
ducer, may have damaged next year’s crop, 
























































































































% change at annual rate Th ist ustrial Retail sales nemployment 

: GD l GDP forecast í rean (volume) i rate. which had been expected to be a record 

f 3mthst tyear 1999 2000 3 mths? 1year __ tyear latest yearago | yom bags. Brazil’s rainy season normally 
Australia 4.09 +41 Q2 + 41 + 34 na +13 02? + 5.4 Q2 7.4 Sep 80 begins in September, but so far rainfall has 
Austria . na + 1.7 Q2 +20 +28 na + 3.3 Jul* + 5.9 Jun 41 Oct 45 
Belgium 768 +17 Q +17 +27 na + 0.7 aug + 7.5 Mw 12.2 Sep" 13.2 been sparse. Speculators rushed to buy cof- 
Britain +37 +180 +17 +31 +34 +01 Aug + 3.7 Sep 59 agi 63 | fee on forecasts of dry weather, pushing 
Canada 33 +3702 +37 +31 +55 +69 +35 75s 83 prices in New York up by 40% in three ses- 
Denmark $08 +15 Q2 +16 +23 na — 2.7 Aug - 1.0 Aug 56 sep 6.2 | sions last month—only to sell when it then 
France +24 +21 Q2 +24 + 3.0 +96 + 2.3 aug = 07 Aug 11.1 Sp 11.8 rained. Prices surged again last weekend, by 
Samany = t ci $ i 7 t a La at = 5 Ads ane S 3p ps - | 14%, but then fell back. They are still 30% up 

y #0415 + 0. 2 + + £: + 3. +10.7 Aug = ug -0 Apr . 
Tapin a a aa a ge ea | O ne near sue year lows al a month agp, 
Netherlands + 32 +3202 +30 + 31 +12 +02 Aug = 0.2 May 3.1 sep) 3.9 Brazil's growers now say their harvest may 
Spain $46 +3602 +36 +37 +90 +60 Ag na 157 ag 187 | beonly 30m bags. But coffee-drinkers need 
Sweden +28 +3202 +36 + 35 ~45 -61 Aug +81 Ag 5.5 Sep’ 61 | notworry:stocksare plentiful. 
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United States +48 +4103 +39 +30 +37 +24 sep +99 Aug 13904100 dadi - sexed 3 cange on. 
€uro-11 + 24 + 1.6 Q2 + 2.0 + 3.0 +44 + 19 Aug + 3.4 jun? z 10.2 Aug 10.9 month year 
x i t pea a Á e -s pad C Ye : ae ~ T 
att ores ates eh sae of latest 3 months compared with average of previous 3 months, at annual rate. Hun-Aug; claimant count rate 4 2% in one index i es 7 X 
items n y + 2, ~ 2. 
RIERA ERNE, SE a fie Re re eae ie inane arty eee ae 
PRICES AND WAGES Japan slipped back into deflation: consumer prices fell by 0.2% in the 12 EOE Las Ue oc BOS VAs | 
months to September. Dutch producer-price inflation rose to 2.3% in the same period; Italy’s speak | 
producer prices rose by 0.8% and Spain’s by 2.4%. But French producer prices fell by 0.6%. Italian st a Ba oa orie 
workers received a pay rise of 2.1%in the 12 months to September, a real increase of 0.3%. i oo 
% change at annual rate The Economist poli Sterling index 
Consumer prices* consumer prices forecast Producer prices* Wages/earnings All items 
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E ECONOMIC FORECASTS Every month 
The Economist surveys a group of econ- 
omic forecasters and calculates the average 





of their predictions for economic growth, 











inflation and current-account balances for 
15 countries. The table also shows the high 
and low forecasts for growth. The previous 











month’s forecasts, where different, are 
shown in brackets. Our forecasters have 








faith in Japan’s fragile recovery, raising 





their estimates of Gpp growth in 2000 to 


1.2 (13), ae 





0.9%. But they still expect deflation, with 


ns 1.6 





Japanese consumer prices predicted to fall 25/35. 





-34/38 





by 0.3% this year and 0.2% in 2000. They are 
tipping Australia’s economy to be the fast- 








est-growing of those in the table in 1999. In 








2000, our panel also expects Australia to 





have the highest inflation, at 2.8%, com- 


























pared with a forecast of 2.6% last month. 
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| Interest rates % p.a. (Nov 3rd 1999) _ 


over- 3-mth money market banks 2-year _ 10-year gov't corporate 














šp 290 337 
Sep 4.28 229. 
ep 5.94 5.05 


























| @ BOND YIELDS In America, Germany 
and Britain bond yields have risen this year 
in response to growing inflation fears. But 
| Japanese bond yields have fallen, thanks to 
a looser monetary policy. 








“Narrow. M1 except Britain MO, broad. M2 or M3 except Britain M4. Sources: Commerzbank, Den Danske, LP. Morgan, Royal Bank of Canada, Svenska 
Handelsbanken, Warburg Dillon Read, WEFA Group, Westpac, Primark Datastream. Rates cannot be construed as ba! 








Strauss-Kahn, to hit a new all-time high, ending the week to November 3rd up by 3.8%. Stock- 
holm also reached a record high, rising by 3.7%. Japan’s Topix index hit a new high for the year. 





Market indices % change on 


one one record Dec 31st 1998 
week year high inlocal in $ 

















































































































France (SBF 250) 3.1467 25000 + 38 +331 nl +259 +123 
Germany (Xetra DAX) 5,560.9 56520 46685 + 37 +10 -001 +n] -09 
italy (BC) ___14385 15988 13966 +19 +108 -1m0 -33 -17 
Japan (Nik +238 -538 +300 +396- 
+419 -455 +445 +552 
| +204 -30 +76 - 40 
l +107 -66 +20 -30 
+365 ni 4290 +265 
| +27 -136 415 -32 
| 106091 11,3260 9,120. +23 +208 - 63 +155 1155 
| 43548 14188 1,2122 +45 4211 -45 +102 4102. 
| 13495 1 11649 +40 +219 -15 +I +18 
| +224 - 08 413.1 + 09 
| +195 -03 na +110 
bond mark ee mo aai 











STOCKMARKETS Paris shrugged off the resignation of France’s finance minister, Dominique | 









































lion in the 12 months to September. Switzerland’s edged down to $500m over the same period. 


Exchange rate 
trade-weighted? 


__Nov 3rd 


Currency units 


per 
$ 


year ago 





TRADE, EXCHANGE RATES AND BUDGETS Theeuroarea’s visible-trade surplus shrank to $3.9 billion in August, cutting the 12-month total 
| to$72.9billion. Its current-accountsurplus fell too, to $56.1 billion in the 12 months to August. Australia’s visible-trade deficit widened to $9.4 bil- 


euro 
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*Australia, Britain, france, Canada, japan 
Snot seasonally adjusted. **New serias 
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EMERGING- MARKET I NDICATORS 








@ WORLD HUNGER Some 824m people | ECONOMY In the 12 months to Septeriber adusa aunat caged by 15. 4% in Thailand and 
are underfed, according to the Food and Ag- | fell by 1.3% in Chile. Over the same period South Africa's visible-trade surplus grew to $2.4 bil- 
riculture Organisation (rao). Of these, | lion, three times higher than a year earlier. Malaysia's trade surplus remained at $18.8 billion 
| 7gomare in the developing world. Almost a | and Indonesia’s rose to $22.3 billion; Poland’s trade deficit narrowed to $13.8 billion. 

quarter of the world’s malnourished live in 











% change on year earlier 


Foreign reserves*, Sbn_ | 












































sub-Saharan Africa. As many as two-thirds GDP Industrial Consumer Latest Year ago | 
are in Asia and the Pacific, with 370m in In- | production prices balance account 
| dia and China alone. China + 7.003 + 81 Sep =- O8se +276 Sep 28.4 tye 152.3 m 142 
| | Hong Kong _ 7 66 - 
TERY BE oe India B o +63ag + 31a 
indonesia ; 1 6 oa 












| Malaysia : +12 9 Aug 

































Philippines + 3 6 R +143 Aug + 5.7 sep 
Singapore + 6. he E AAZ Sep Fei 2 sep 
South Korea +3. O Bie + 12 a ~ Toa 
Taiwan E o Sep 
| Thailand +350? 








Argentina = 49 07 
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Russia + 18 05 





“4120.9 Aug 4309 ag + G1 a1 78 tl 108 


*Excluding gold, except Singapore: IMF definition tyisdie and invisible trade balance, §Year ending June. f* Estimate T Tew series, 
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| FINANCIAL MARKETS Seoul notched upgainsof11.8%in the week to November 3rd, spurred 

| byrenewed optimism about the economy. The zloty plunged to 28-month lows amid rumours, 
which were later denied, of the Polish prime minister’s resignation. But Warsaw still ended the 
W CHILDREN The International Food Poli- | week up by 1.9%. In neighbouring Hungary, Budapest soared by 8%. 
cy Research Institute predicts a15% decline, | 







































f: E 1 , | Currency units SON interest rates Stockmarkets h change nl 
to 135M, in the number of malnourished | pers per £ short-term Nov 3rd Dec 31st 1998 
| children under five between 1995 and 2020. Novard yearago Novard  % p.a. 


| But 40% of children in South Asia, and a 
third in sub-Saharan Africa and South-East | China ___ 8.26 8.28 
Asia will still go hungry in 2020. There are HongKong 77 174 
“gom. fewer hungry people in developing | mas. 
i countries since the World Food Summitin | 

1996. But many countries, such as North Ko- Maya F 
rea, have made no progress at all. The FAO | Singapore 
reckons that the summit’s target of halving | South Korea _ 
the number of malnourished by 2015 isun- Taiwan | 
likely to be met without better farm policies 
and rural-development programmes in the 
hardest-hit countries. 









































+ 6.2 
1.00 1648.85 565.6 +52 + 315 + 314 
1.19 3.19 18.83 12,3470 : a: 
a2 g0 500 46530 + 40 + 294 +118 


















































































por TEN 18.23 963.7 +99 - 131 - 313 
Ma nourished children* | 9 57939 3 + 514 
Ao total: ae ; | | Venezuela 631 5,814.0 + 86 
2 || Egypt 
Greece 
| israel. 
South Africa 6.15 557 101 1130 + 313 
Turkey 486,320 290,120 799,656 70.00 +51 + 1634 
| Czech Republic 350 294 576 23.7 





401 
7.05 





14,935.2 





1995 

















E2020 | | Russia 26.3 15.63 43.3 35.00 o5' -16 + 979 + 621 
` Forecast i *Neve series, inflation-adjustéd. Tin dollar terms. 
“Under ikeja olas | Sources: National statistics offices, central banks and stock exchanges; Pnmark Datastream, EIU; Reuters; Warburg Dillon Read; J.P Morgan; Hong Kong 


| Monetary Authority: Centre for Monstonng indian Economy; HEL, EFG-Hermes; Bank Leumi Le-israel: Standard Bank Group, Akbank, Ban Ekspres, Deute 


} | sche Bank; Russian Economie Trends. 





_ Source: ‘internati naf Food Jeol Research institute 
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Europe’s future 


Sin—In your otherwise com- 
mendable leader and survey on 
the future of Europe (October 
23rd), you forget that the expo- 
sure of the outdated management 
culture within the Santer commis- 
sion which led to its forced resig- 
nation was brought about by the 
European Parliament. The 
independent inquiry to examine 
alleged cases of mismanagement, 
fraud and nepotism was set up on 
the Parliament's sole initiative. 

We share The Economists 
satisfaction that governments are 
now pitching their weight more 
effectively than before, and are 
confident that this renewed 
commitment will bring overdue 
reform to the eru and all its 
institutions. Once this essential 
modernisation process begins to 
bear fruit, Europe’s credibility 
with its citizens will be enhanced 
and turnout in future European 
elections may increase. 

Again, you are right on the im- 
portance of national parliaments 
using their democratic mandate 
to maximum effect in scrutinising 
their respective governments’ Eu- 
ropean policies at national level, 
in complement to the European 
Parliament's scrutiny of decisions 
taken at eu level by the Council. 

A real prospect for the reform 
and streamlining of “Brussels” in 
all its component parts, with 
national governments and parlia- 
ments reclaiming their rightful 
role, is at long last in sight. As the 
sole institution which triggered 
this process, the European Parlia- 
ment both welcomes it and 


intends to play an active and 

constructive part in these positive 
new developments. 

Davip. MARTIN 

Vice President 


Brussels European Parliament 


Sir~-Your survey on the future of 
Europe may perhaps put insuffi- 
cient weight on one factor. The 
civil staff of Nato (where I 
worked for some years) worked 
on unanimous decision-making. 
NATO must stand high among 
major international bodies for the 
weight of its. responsibilities and, 
perhaps, its effectiveness. 

Decision-making was, of 
course, by no means effortless, 
but I cannot recall any occasion— 
even in the era of Mon Général— 
when progress was dangerously 
delayed. Mind you, having a doz- 
en Russian divisions on the other 
side of the divide may well have 
concentrated minds. The reasons 
why Brussels may have adopted 
unanimity voting are pretty obvi- 
ous, if not credible. But it did 
seem to work. 

One interesting, but little re- 
cognised fact~your article refers 
to “bullying”~-was that American 
functionaries were extremely 
careful not to pull rank—almost 
embarrassingly sö. The case could 
be made for saying that this atti- 
tude still exists. 
Coggeshall, 
Essex DaviD THOMPSON 


Sir—Thank you for mentioning 
the barbaric way in which Mol- 
dova is practically being held hos- 
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tage by Russia in your recent sur- 
vey on Europe. “Cynical” is the 
strongest word any westerner has 
used about the Stalinist method 
by which Russia’ maintains its 
stronghold in Easter Europe. 
Why does anyone in Western Eu- 
rope believe that the practices of 
the cold war are gone? If you 
don't hear us speak about our 
fear of Russia, it is because we are 
too afraid to do so. 
Dublin PETRINA GRIGOR 
a 


Sensitive 


Sirn--Your story (“A guide to 
graft”, October 30th) charged 
Transparency International (ri) 
with a lack of transparency in the 
publication of its 1999 Corruption 
Perceptions Index (cri). 

Your report did not mention 
that the ce: methodology is post- 
ed on our website (www.transpa- 
rency.de) together with a compre- 
hensive press release; that the 
data that were publicly released 
highlight the standard deviations 
in the results for each of the 99 
countries ranked, as well as the 
number of surveys used for each 
country; that your reporter in 
Washington was invited to trs 
press conference but did not at- 
tend; that your reporter was sent 
13 pages of press materials includ- 
ing a set of questions and answers 
to methodological issues as well 
as details of the 17 surveys from 
ten independent sources that un- 
derpin the cri. 

Your report noted World Bank 
criticisms of the presentation of 
the cri and their advocacy of a 
presentation of general and broad 
categories of countries, rather 
than trs numerical ranking ap- 
proach. But you failed. to point 
out that the World Bank is owned 
by governments and that its di- 
rectors would never allow its staff 
to publish a country ranking of 
perceptions of corruption--that is 
the advantage of being a non- 
governmental organisation like 
Transparency International. 

Your story talked of internal 
squabbling among Trs bosses. 
Wrong. At our 1998 annual meet- 
ing of representatives from 11's 77 
national chapters, the argument 
was made that the cri only cap- 
tures bribe-takers and that we 
should do something about bribe- 
suppliers. Accordingly, 11 has just 
published. a Bribe Payers Index 













(spt) (your reporter chose to ig- 
nore this), which won strong sup- 
port from our members at the 
1999 TI annual meeting to which 
the media were invited, but that 
The Economist declined to cover. 
yi created a steering committee 

of economists to suggest improve- 
ments in the crt. This innovation 
proved productive and there 
were numerous open, transparent 
and interesting discussions that 
have resulted in the new crt be- 
ing even better than its predeces- 
sors. The cri and the pet highlight 
the widespread perception that 
corruption is pervasive and that a 
vast corruption-conspiracy exists 
between suppliers and takers of 
bribes---this is the main story that 
TI sought to bring to the world’s 
attention and the story which The 
Economist should have reported. 
FRANK VOGL 

Vice-Chairman 

Transparency 

Washington, pc International 
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Gas bags 


Sir-~Your two articles on climate 
change (‘‘Hotting up” and “Seeing 
green”, October 30th) are spot 
on-—with one small clarification. 
To the extent that companies are 
testing environmental markets by 
moving ahead with tradable re- 
ductions of greenhouse-gas emis- 
sions, the environment profits. 
While the . Environmental De- 
fence Fund (epr), a non-profit or- 
ganisation, provides policy advice 
to companies in that regard, it 
does not accept any payments 
from the companies it counsels 
on environmental issues, as the 
article may imply to some readers. 
The Environmental Resources 
Trust, which was created with the 
help of the epr and includes 
three senior epr employees on its 
board of directors, does accept 
compensation for the costs it in- 
curs in providing such services as 
verifying greenhouse gas credits, 
but remains a non-profit venture 
that does not share any of its rev- 
enue with the EDF. 
ANNIE PETSONK 
` Environmental 


Washington, oc Defence Fund 


Sır —You are too harsh on those 
who do not share your enthusi- 
asm for emissions. trading (Seeing 
Green”, October 30th). There are 


TALE in any 
fret Newspaper 


THE BRITISH LIBRARY 


Chief Executive 
London Package £80,000 - £110,000 


The British Library is the national library of the United grant-in-aid from the Department of Culture, Media and 
Kingdom and one of the leading resources in the world Sport, whilst enhancing funds from other areas. 

for scholarship, research and innovation. It contains over 
150 million items housed on 360 miles of shelving at 
St Pancras and the Document Supply Centre in Yorkshire, 
which was accessed 2 million times last year on the internet. 


Candidates will have a successful record of leadership, 
perhaps gained in library management or management in 
the wider heritage sector. The ability to communicate a 
strong strategic vision and the change management 
The Chairman and the Board are looking for a new Chief expertise to drive its operational implementation will be 
Executive to drive the next stage of the Library’s key, especially in this age of new technology. Intellect, 
development. Key responsibilities will be to: energy and integrity should be combined with strong 
lead and motivate the 2,300 staff to provide outstanding personal presence, commercial flair and good partnering, 

levels of access and scholarship, especially through political and diplomatic skills. 

digitisation and networking; This is an unique opportunity to help create one of the 
e maintain and enhance the quality of the collections world’s leading institutions. 

through acquisitions and conservation, forging new 


partnerships with other major institutions both in the Please send a full CV in confidence to GKR at the address 
UK and abroad; below, quoting reference number 99118] on both letter and 


e manage the annual revenues of over £120m, driving envelope, and including details of current remuneration. 
change to maximise the value from the £80m annual Closing date: 30 November 1999. 


Queensberry House, 3 Old Burlington Street, 
London W1X iLA. 

Tel: 0171 905 0275. Fax: 0171 534 0001. 
E-mail: CHolvey-Clark@gkrgroup.com 


SENIOR COMPENSATION CONSULTANTS 


Join Hewitt Associates and you'll discover an environment that's free from boundaries, limits and restrictions, We've 
become Europe's preferred partner in compensation planning not only by working in ‘virtual teams’ that spread their 
skills across international borders, but by taking an open-minded, lateral approach to solutions development. Our 
clients know we won't try to sell. them a ‘product’. Instead. we'll develop an in-depth understanding of their 
organisation and create individually tailored solutions that yield tangible results, 


And it's not only our clients that we're keen to accommodate. The individuality of our consultants is equally important. 
We've developed a progressive style of teamwork where everyone's strengths, skills:and personalities are reflected, We 
work together seamlessly across practices, disciplines and international: borders, drawing on a set of tools and 
techniques developed throughout our global operation. 


Now we're looking for more senior compensation professionals to join us in various European locations, Wherever 
you're based you'll extend your expertise through working in close collaboration with colleagues across Europe. And 
your skills will be continuously stretched as you nurture and expand client relationships and help develop our fully 
integrated service offering. 


You should have five to ten years’ compensation experience backed by outstanding analytical and problem-solving 
ability, sound business acumen and the communication skills to back up. your. technical capabilities. If you're an 
inspirational professional with vision, energy and flair, you'll find this an environment where you can progress 
without limit. 


As well as developing your career in an innovative and highly creative business, you can look forward to highly 
competitive rewards which reflect our mutual success. 

Reach further. Show us the link between our approach and your aspirations by sending your career details by email to 
Judith Orban at euro_recruirment@hewitt.com 
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many reasons for scepticism. Just 
to take your own examples, who 
can tell what the effect on the car- 
bon balance will be of protecting 
some rainforest in Bolivia? If it 
were to reduce carbon emissions 
from what they would have been, 
the forest would have been 
logged without the intervention. 
What is the likelihood of that? If 
area A were protected, would the 
loggers just move next door to 
area B? What use will the forest be 
put to after logging? 

There are two major sets of 
problems. First, it is in the interest 
of both parties to exaggerate the 
benefits. Second, the science on 
which much of this is based is 
still problematic. The disagree- 
ments among scientists about BSE 
will seem a storm in a teacup 
compared with those generated 
by large-scale implementation of 
such trading. 

Bethesda, 
Maryland JOHN ENGLISH 


ce | 


Peso or dollar? 


Sir—Your analysis of Argentina’s 
economic situation (“Keeping the 
reform alive”, October 23rd) is 
flawed. One has to go no further 
than Britain to see why: look at 
the difference in economic effect 
between the devaluations of 1967 
and 1992. When countries devalue 
during full utilisation of re- 
sources, the results are a general 
increase in the price level. That is 
the definition of inflation. When 
devaluation is done during ex- 
treme resource under-utilisation, 
the economy can then recover. So 
the Argentine question seems 
fairly clear, particularly where 
labour and internal markets are 
rigid. This is Hong Kong versus 
Argentina. 

In addition, yes there are dollar 
debts which would be a problem 
now. And what would be the bet- 
ter scenario in which to correct 
these excesses, an improving 
economy or one stagnating due to 
a misaligned currency? 

New York C.G.E. MANOLOVICI 


$in—-How can a country which is 
“a model of free-market reform in 
Latin America...fix...its peso at 
parity with the dollar?” The mod- 
el free-market solution is to float a 
currency, and allow the market to 
decide its value relative to other 
currencies. Argentina is yet an- 
other country which has ex- 
changed instability in its nominal 
economy, with a floating ex- 
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change rate, for instability in- its 
real economy with a fixed ex- 
change rate. It is irrefutable that 
eventually the link with the dollar 
must be given up, otherwise Ar- 
gentina will continue to suffer the 
same cycle of boom and bust 
which it has suffered over the 
past decade, owing to a monetary 
policy determined in Washing- 
ton, rather than Buenos Aires. 

London PETER JOHN 


Sin—The Argentine Central Bank 
has, at least, one dollar in its re- 
serves for every peso in circula- 
tion. All payments (regardless of 
their amount) can be made in ei- 
ther currency without asking per- 
mission from anybody. Therefore, 
the “dollarisation” issue is market 
driven. It is not a decision of the 
authorities. Should the govern- 
ment steer away from what is ac- 
ceptable, the people will switch to 
dollars. De facto dollarisation will 
ensue. This has happened in the 
past. The legal system is in place 
for it to happen again. 

Buenos Aires SAM SUMMERS 
SERO SITAE E 





Bugged 


Sirn—Your article “Bugged in 
South Korea” (October 23rd), ap- 
peared both misleading and un- 
just in that it gave readers the im- 
pression that the South Korean 
government is continuously con- 
ducting illegal wiretapping and 
infringing upon the privacy of in- 
dividuals. In fact, the authorised 
use of wiretapping for criminal 
investigations during the first half 
of this year decreased by 39% ov- 
er the corresponding period of 
last year. Such surveillance is con- 
ducted only on criminal suspects 
with prior approval of a court. 

In addition, the government is 
currently working on a revision of 
the “Law on the Protection of Pri- 
vacy in  Telecommunications” 
aimed at tightening the regulation 
of wiretapping to protect individ- 
ual privacy and to ensure that ev- 
eryone feels safe communicating 
anywhere at any time. 

Human rights is one of the key 
concerns of President Kim Dae 
Jung, who has fought all his life 
for democracy, and his adminis- 
tration will do its utmost to safe- 
guard democracy and ensure the 
rights of individuals to privacy. 
Hyon TAK HWANG 

Press Counsellor 

Embassy of the 
Republic of Korea 
‘peer renee a i atsyynstiminvner ae | 





americas wodd. 





Sirn—I was genuinely shocked 
and offended by the statement in 
your October 23rd leader (“Amer- 
ica’s world”): “America is a nation 
like any other; its own interests al- 
most always come first.” This as- 
tonishing view, if taken at face 
value, reveals an extraordinary 
depth of ignorance, cynicism and 
envy, or all three. It is particularly 
ill-taken from a country, Britain, 
whose crassly self-interested for- 
eign-policy credo was once suc- 
cinctly stated by its own Foreign 
Office as: “Nations have no per- 
manent friends; they have per- 
manent interests.” 

America is not a “nation like 
any other”, which is why it leads 
the world. It is the only nation in 
the world founded not on nation- 
ality, not on ethnicity, not on trib- 
alism, not on religion, but on 
ideas—the concepts of personal 
and economic freedom, liberty, 
and human rights. (The only oth- 
er significant modern nation 
founded on ideas, the Soviet Un- 
ion, crumbled because they were 
the wrong ones.) 

Of course the United States is 
self-interested. But unlike almost 
every other nation, it is not entire- 
ly self-interested. The significant 
and continuous tension between 
self-interest and ideals has been a 
constant, predominant strain in 
American foreign policy for over 
200 years. The debate over China 
policy is only the latest example. 
This is a tension which, apart 
from occasional spasms such as 
igth-century British abolitionism 
(which, interestingly, did not pre- 
vent Britain from supporting the 
Confederacy to keep the cotton 
flowing to the mills of Lanca- 
shire), not only is absent from 
other nations, but elicits cynical 
laughter from them. 

Go out to the American ceme- 
tery in Normandy the next time 
you start to feel that the United 
States acts only in self-interest. 
Take a look at the endless rows of 
simple crosses and stars of 19- and 
20-year-olds from places like 
Montana and Pennsylvania, who 
crossed the ocean to die in foreign 
fields for the cause of freedom. 
Then be ashamed of yourself. 

Americans do not share old- 
world cynicism and world-weari- 
ness. We are committed to mak- 
ing this a better world. Whatever 
your own views might be, I assure 
you that Americans themselves 
most emphatically do not see us 
as acting only within our own 
self-interest, or view ourselves as 


“a nation like any other.” Our for- 










eign-policy decisions are made 
accordingly. It is something for 
which the world, and Europe in 
particular, ought to be grateful. 
Thousand Oaks, 
California 


RICHARD SYBERT 


Sir—~In the map depicted on your 
cover of October 23rd, we are fi- 
nally presented with an accurate 
graphical representation of Amer- 
ica’s view of the world. 

As an American citizen, how- 
ever, I'd like to offer the following 
criticism: Canada is far too big. 
An area about the size of Kansas 
would have been sufficient. That 
or simply a thin strip of land (rep- 
resenting the “international fa- 
vourable currency exchange bar- 
gain shopping zone”) that 
stretches across the northern bor- 
der with glacial ice fields beyond. 
New York JEFFERY PARKER 


Sır—l am writing to protest about 
the out-of-date nature of your 
October 23rd cover. Hunting 
Americans has been banned in 
Canada for some years now. 

Toronto VAsILIS VOURKOUTIOTIS 


Sin-~While your cover really is 
quite good, it is missing.a very es- 
sential item. Somewhere between 
the Gulf of Mexico and Hudson 
Bay and between the Pacific 
Ocean and the Atlantic Ocean 
should appear “Workin ”. 


Oak Ridge, 

Tennessee EUGENE HISE 
Whi heh alcatel A 
Time bandit 


Sir—As your writers, although 
quite engagingly erudite, are most 
likely products of the late 20th 
century, it is understandable that 
they are hazy about dates in their 
dim past. Still there is the oppor- 
tunity for research: Willie Sutton, 
cited in your Schools Brief (Octo- 
ber 30th), did his bank robbing 
from 1925 to 1952. Hence, while 
there may be some debate as to 
when the next millennium be- 
gins, there can be no doubt that 
he was a “2oth-century outlaw”, 
not from the 19th as you said. It is 
still a great quote, but.as you say, 
may no longer be true; pity the 
modern-day Willie Sutton who 
tries to steal the Russian millions 
from those obscure island banks. 


CHARLES COLE 
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Arthur D Little 


The Best of the Best! Southeast Asia 








Energy * Telecommunications * Chemicals + Organisation Change ° E-commerce 


Positions in You don’t grab a Tiger by the tail, 
` Singapore or lead it by the nose! 


MEIENAI) 
India 


Hong Kon i 
g Kong | Throughout Asia's development - through growth, learning, retreat and re-transformation - our team of highly 
PUREE] qualified, committed and tenacious management consultants has been: 

























We know: We have been nurturing Asian Tigers for more than twenty years. 


providing practical solutions to major corporations and governments across Asia; 


For exceptional ; Hi Ai side-by-side with their most senior people and the committed staff who make things 
appen; 

S S 

Partner. * establishing them as thought- and market-leaders, innovators and winners; 

* Senior Manag ers .. transforming them into leaner, fitter, more flexible learners, able to adapt & survive through rapid 


+ Managers ee . 
We have been successful in Asia by being committed to the long-term, delivering strategic insights and 
* Consultants international best practices - through strong, culturaily-sensitive relationships. We have been growing at over 


50% annually during each of the past four years. and now plan to double our team strength within the region. 





Arthur D. Little is one of the 
world’s foremost consulting 
firms, with more than 50 
offices worldwide. As an exceptional management consultant or senior industry leader, you will have: 


Your Qualities and Experience 






‘ * expertise in telecommunications, energy, chemicals, organisational change and/or e-commerce; 
Founded in 1886, we help * a minimum of five years’ relevant experience; 
leading organisations create 
innovation across the full 
spectrum of their 

activities, from setting * an outstanding academic record, ideally an MBA or post-graduate qualification. 


excellent analytical, communication and team-working skills; 


* a proven ability to work with senior executives, solving real business problems in innovative ways; 


strategy and shaping the 
organisational culture to 


developing cutting-edge The Rewards for Joining our Team 
products and services. 














: In return, you will be part of an exceptional global team: 
We are unique in our 


commitment to helping our 
clients reinvent their 
organisations, enhance their * experiencing tremendous growth in a rapidly developing region; 


* making significant contributions to varied engagements for top-tier clients throughout the region; 


sharing knowledge with colleagues who, like you, are innovative thought-leaders in their own rights; 


capacity for learning and enjoying a remuneration package commensurate with your skills and experience; 


change, and create lasting + benefiting from the success of the firm, through a range of stock-ownership and success-based 
value. incentive schemes. 






if you have the tenacity, commitment and experience to add significant value to Asia's top organisations then e-mail your full CV, including 
compensation details and geographic preference, to: recruit.asia@adlittle.com, or telephone: +65 297 2300 for more information. 


Alternatively go straight to our web page: www.adlittle.com, to find out more about The World’s Most Creative Consultants 
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AFRICAN DEVELOPMENT BANK _ 


The AFRICAN DEVELOPMENT BANK is the premier pan-African 
development finance institution established in 1964 to foster 
economic growth and social progress in Africa. The Bank is owned 
by 77 member states in Africa, Europe, Asia and the Americas. It is 
based in Abidjan, Côte d'Ivoire, West Africa. Nationals of member 
countries are invited to apply for the following positions. 








CHIEF CAPITAL MARKETS OFFICER - TREASURY DEPARTMENT 
(Ref. VN.ADB/99/67) 










The incumbent will: be Team Leader responsible for undertaking the complex activities 
for the Division, supervising asset/liability management and derivative transactions; lead 
capital market funding activities and develop innovative borrowing strategies with the 
objective of minimizing borrowing costs; lead the division’s assevliability management 
activities to improve risk management; participate in the review of the Bank’s financial 
policies and guidelines, products and services: monitor the Bank’s key financial ratios 
and organize the credit rating review process: administer resources and capital 
subscriptions for the African Development Bank (ADB) and the African Development 
Fund (ADF); provide financial information on the Bank and prepare the Global 
Information Statement primarily for investment banks and international investors, etc.. 
Qualifications: At least a post graduate degree in Finance, Banking, Economics, at least 
7 years of relevant professional experience in international capital markets, including a 
minimum of 3 years within the Bank or a similar institution; strong knowledge and 
understanding of financial instruments, bonds, derivatives, structured products and risk 
management concepts. 


PRINCIPAL PENSION OFFICER (Ref. VN. ADB/99/57) 























The incumbent will: advise the Investment Committee of the Staff Retirement Plan 
f regarding; the development of cohesive, well-organized investment guidelines: the 
allocation of assets and changes in the outlook of financial markets: monitor the 
management of the resources of the Pension Plan, review investment strategies, and analyze 
performance of the portfolios: prepare periodic reports and recommendations to the 
Investment Committee regarding compliance with Plan guidelines and performance targets; 
advise the Investment Committee regarding the re-balancing of the Plan's assets to the 
Policy allocation utilizing cash flows and after considering current economic and financial 
outlook and particular investment management strategies and performance; advise the 
Investment Committee on required information systems for the monitoring of investments 
and orientation of investment policy decisions, etc.. Qualifications: At least a post-graduate 
degree, preferably in Finance, Human Resource Management, Business Administration or 
related fields: at least 6 years of relevant experience in Pension or Retirement Pian 
Administration, Special Fund investment and monitoring, investment management. 


PRINCIPAL HUMAN RESOURCES OFFICER (Ref. VN. ADB/99/98) 




















Under the supervision of the Director, Corporate Human Resources Management 
Department, the incumbent will: Coach senior officials in the development of their 
people management and leadership skills to assist them in meeting organizational goals 
and enhance the professional capabilities of staff; conduct needs analysis to identify 
training needs and address the skills gaps in the organization: take the lead in the 
development and implementation of the Human Resources Strategic Plan to assist the 
Vice Presidency to meet its goals; participate and take leadership in the development and 
implementation of Bank wide HR policies required by the Institution and its staff. 
Qualifications: At least a post-graduate/Master’s degree, preferably in Human Resource 
Management, Business Administration with HR specialization or equivalent; at least 6 
years of relevant experience with an in-depth knowledge of most Human Resources 
Management disciplines; fully bilingual with ability to communicate effectively in 
French and/or English with good working knowledge of one other language. 


SENIOR INDUSTRIAL ECONOMIST - COUNTRY OPERATION 
DEPARTMENT - CENTRAL REGION (Ref. VN. ADB/99/95) 
























The incumbent will: formulate and/or review the Bank’s operating policies, procedures 
and guidelines as regards the industrial sector; review the industrial development 
policies, strategies, priorities and plans of each of the countries of the Centre Region and 
define the operating strategy and programme, in particular; schedule, prepare and 
undertake missions and/or compile industrial sector data for the elaboration of the 
Country Strategy Paper; supervise, administer and monitor the projects, 
programs/studies, etc.. Qualifications: At least a postgraduate degree of the Master’s 
level in Economics or other related areas with specialization in industry; at least 5 years 
of relevant experience, preferably in the preparation, appraisal, management and/or 
supervision of development projects. 


General Requirements: At least, a postgraduate degree; Ability to communicate and 
write effectively in English and/or French, with good working knowledge of the other 
language; Familiarity with modern software applications. The Bank offers an 
internationally competitive salary and attractive benefits package. Applications with 
complete curriculum vitae (please indicate nationality) in French or English must be 
sent by 29 NOVEMBER 1999 to the address indicated below. Women are encouraged to 
apply. Due to the large number of applications expected, only shortlisted candidates will 
be acknowledged. 





















Division Manager, Recruitment and Staff Development Division 
African Development bank 
01 B.P. 1387 ABIDJAN 01 - COTE D'IVOIRE 
FAX: (225) 20 49 43 ADB Homepage: http://www.afdb.org E-mail: recruit@afdb.org 












THE FORD FOUNDATION 
320 East 43rd Street 


New York, NY 10017 


The Ford Foundation is seeking to fill two | Program Officer 
positions in the Beijing, China office. The Program Officers will be 
expected to develop and manage a portfolio of grants and solicit, 
review and respond to grant proposals and make recommendations for 
funding. Strong Chinese and English language skills are required, with 
a preference for candidates with previous fieldwork in China and 


experience in international grant-making. 


Governance and Public Policy, (#761E): Responsible for 
programming in the areas of public policy development, government 
and the changing relationship between state and society. Manages 
grants to institutions involved in public policy formulation, groups 
researching public policy and governance issues, researchers in 
economics and sociology and providers of public services. Expertise 
in the economic and political system of China and an advanced degree 
in social sciences is essential. 

Law and Rights, (# 548E): Responsible for programming in the areas 
of legal system reform and the law concentrating on judicial reform, 
working with Chinese courts, training institutions ‘and research groups; 
on law-in-action projects, women’s rights and the development of 
constitutional and administrative law. Expertise in the legal system of 
China and an understanding of Chinese views of law and approaches to 
legal system development as well as an advanced degree in law is 
essential. 


To apply, please send a cover letter, indicating the position number, 
resume and brief writing sample by December 22, 1999, to Ms. S. 


| Gordon, at the above address. The Ford Foundation is an EOE. 


E 
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INTERNATIONAL MARITIME ORGANIZATION 


TWO POSITIONS IN A NEW PROJECT ON BALLAST WATER 
MANAGEMENT AND CONTROL - IMO HEADQUARTERS, LONDON 


IMO is a London-based UN agency dealing with international standards for safety of ships 
and protection of the marine environment from shipping activities. Details of IMO's 
activities are found in IMO’s Home Page at htpp.www.imo.org. 


Ship ballast water often contains exotic aquatic organisms and harmful pathogens and other 
forms of marine life, which are discharged at sea, coastal waters and estuaries at the end of 
the voyage. Especially where no natural predators exist, they may become established and 
cause havoc to existing marine life and the environment, costing hundreds of millions of 
dollars in loosing fishing and other marine resources as well as in cleaning up activities. 


Applications are invited from suitably qualified persons for two posts as follows: 

Chief Technical Adviser (CTA), The incumbent shall, under the supervision of IMO, be 
responsible for the overall co-ordination and management of all aspects of the Ballast Water 
Management Project. Requirement: Post-graduate degree in environmental management, 


marine engineering or a directly related field (e.g. applied marine science, natural 
resources economics, etc.). At least ten years experience in fields related to the assignment. 
Excellent knowledge of English. Familiar with the shipping industry and issues related to 
maritime affairs. 


Technical Adviser (TA) (Communication Specialist) 

The incumbent shall be responsible for information capture, exchange and networking 
between a wide range of project participants including government officials, scientists, non- 
governmental organizations and the public at large. Requirement: The incumbent shall be 
highly familiar, and have direct work experience in communications technologies and the 
development of public information. Excellent knowledge of English. Post-graduate degree 
in environmental science, information management or a related field. Proven experience 
with international communications, computer databases, web design and information 
systems. Experience in the development of and training programmes. Familiarity with 
maritime transport or ballast water issues would be an advantage. 


Duration: Three years on a fixed-term contract for both posts. 

Starting salary: For CTA US$60.000.00 to US$70,000.00 per year and for TA US$50,000 
to US$60,000 per year. Salaries are free of income tax. 

Please forward full Curriculum Vitae together with references to: Head, Personnel Section, 
International Maritime Organization, 4 Albert Embankment, London SE1 7SR. For further 
information contact <aardila@imo.org> 

Closing date: 26 November 1999. 
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Team Leader and Short Term Experts 


Chief Operating Officer 


Westdeutsche Bank Consult GmbH provides services to private and 
public sector clients as well as to international donor organisations. À 
Our international division operates world-wide with a particular 

emphasis on the emerging markets of Central & Eastern Europe and Brussels To € l 50,000 
the NIS. For one of our projects in Russia we are seeking a Team 


Leader and highly qualified Short Term Experts. DLA & Partners ("D&P") is the newly formed European Association of 


leading law firms Dibb Lupton Alsop from the UK, Ginestié, Paley-Vincent 
& Associés from France, Brugueras, Garcia-Bragado, Molinero & 


The Team Leader must have: Short Term Experts must have: Asociados from Spain and Price & Partners from Belgium. 


* EU nationality + EU nationality motes aniy Kaearisan ; ofaasichal:teohaln’sh 
ena : A f iia ; ; ; unique opportunity has arisen for a senior professional to help shape 
University degree in Business University degree in Business the future of this dynamic and evolving new Association. Reporting to 


Studies or Economics or Studies or Economics or the Chief Executive, and with full responsibility for the day to day 
Engineering / Economics Economics / Engineering operations of the Association, D&P seeks a senior professional (not 
+ Minimum of 15 years working + Minimum of 5 years relevant necessarily a lawyer) who can play a critical role in the Association 
experience in several industries working experience in at least and who:- 
and / or functions one of the following fields: + Understands the dynamics of professional partnerships and has had 
* Experience in restructuring or Accounting / Controlling, experience in their management. 
privatisation or post- Marketing / Sales, HRM / Can identify synergies between existing and potential member firms 
privatisation support Organisation, Production which will contribute to the development of the Association and the 
* Fluency in English (written and Management, Sourcing, member firms. 
spoken) Product Development, Business Has the gravitas to command respect both internally and externally. 
* Good command of Russian Plans / Strategic Planning, Communicates well and has highly developed language skills, ideally 
* Country experience in Central & Restructuring English and two or more of the following: French, German, Spanish 
Eastern Europe / NIS, preferably + Fluency in English (written and or Dutch. 
on Tacis / Phare projects spoken) It is envisaged that the role will be based in Brussels. 
* Experience as Team Leader of + Country experience in Central & 


le: j f 1S 
OBIE projects Easton einige! Me Interested candidates should apply in writing, in confidence, to the 
Please send your CV by November 26th, preferably in the EU Tacis 


format, and current salary details by e-mail to: Chief Executive, DLA & Partners, 


106 Avenue Louise, B-1050 BRUSSELS. 


Westdeutsche Bank Consult GmbH + Poststrasse 5-6 + D-40213 Tel +32206296972, fax ¥32 2:629 6970 


Düsseldorf + Germany Dep 
«e-mail: WestBC@WestBC.de ae London & UK + Barcelona + Paris + Brussels 
* fax: (+49-211) 826 31 76 


DEPUTY DIRECTOR GENERAL - RESEARCH [IC-03/99-J] 


The International Crops Research Institute for the Semi-Arid Tropics (ICRISAT} is a nonprofit, autonomous, scientific research and training institute 
receiving support from donors through the Consultative Group for International Agricultural Research (CGIAR) ICRISAT’s Headquarters is at Patancheru 
near Hyderabad, India, with its locations in Asia and Africa, ICRISAT undertakes global research into the improvement of six crops (sorghum, pearl millet, 
finger millet, groundnut, chickpea and pigeonpea) and into resource management technologies in the semi-arid tropics, which is home to one-sixth of the 
world’s population. 


ICBUSAT is seeking a Deputy Director General for Research (DDG-R), to be located at ICRISAT’s Headquarters, Patancheru, India, reporting to the 
Director General (DG). The DDG-R is primarily required to plan, lead, integrate and coordinate the research program of the Institute within established 
policies; and to develop and maintain effective harmonious relations between LCRISAT and National Agricultural Research Systems (NARS) in both 
developed and developing countries, with Advanced Research Institutions, and other International Agricultural Research Centers (ARCs). 


The DDG-R will manage the research portfolio with line responsibility for key senior staff, contribute to the formulation of appropriate policies for the 
Institute through membership of management committees; represent LCRISAT as appropriate in CGIAR and NARS fora to project [CRISAT’s mission and 
interests and to discuss and develop future programs; assist the DG to ensure effective linkages with NARS, [ARCs and other key stakeholders; act as 
Secretary to the Program Committee of the Governing Board; provide technical support to strengthen relationships with donors; act for the DG as required 
and undertake other activities assigned by the DG. The DDG-R will determine the coherence of ICRISAT’s research portfolio across the various semi-arid 
tropical regions where ICRISAT works and will ensure that effective teamwork involving multidisciplinary approaches is maintained, 


Applicants should have a PhD or equivalent degree in Agricultural Sciences with high international professional standing. A demonstrated capability for 
leadership with effective interpersonal skills in a multidisciplinary project-based research environment, and experience in management of agricultural research 
are essential. Extensive knowledge of the African agricultural research environment is required. Proficiency in written and spoken English is essential. 
Proficiency in written and spoken French is highly desirable. 


The appointments will be initially for three years with the possibility of further extension. Internationally competitive salary and benefits packages will be 
provided. ICRISAT is an equal opportunity employer, and is especially interested in increasing the participation of women on its staff. ICRISAT is responsive 
to the needs of dual career couples. A Fact Sheet on employment possibilities for spouses is available on request. ICRISAT has a flexible approach to 
international appointments and welcomes enquiries from persons interested in working at ICRISAT while on secondment. 


Applicants, referring to the code number, should be submitted to N P Rajasekharan, Director, Administration and Human Resources, ICRISAT, Patancheru, 
Andhra Pradesh, India [phone: +91-40-3296161, fax:+91-40-3296180 or +91-8455-40348; E-mail: N.RAJASEKH@CGIAR. ORG], by 31 January, 2000. 
The application should include an up-to-date curriculum vitae, the names and addresses (including fax/telex/e-mail) of three referees, date of availability, 
and a statement of the special qualifications for the position. 
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WEST AFRICA RICE DEVELOPMENT ASSOCIATION 


Vacant Positions for Principal Scientists 
WARDA is an intergovernmental orga ion of 17 West African States and. supported by the Consultative Group on 
international Agricultural Research (CGIAR). Its mandate is to increase the sustainable: productivity of rice-based 
cropping systems in West and Central Africa, The Headquarters at Bouaké/Mbé in Cate d'Ivoire, it conducts an 
integrated research and technology transfer program in collaboration with national and international partners. WARDA 
is reenuiting: 


PRODUCTION ECONOMIST at Mbé: Shehe will be part of a multi-disciplinary research team (inchiding 

biophysical and social scientists) working to sustain and. improve the productivity of rice-based systems. The work 

entails resource mobilization efforts and prioritization of regional research themes, and provision of research support 

and training to national researchers through collaboration and networking. He/She will have a Ph.D. or equivalent 

ural economics or economics with specialisation in econometric and mathematical programming 

experience in agricultural research including impact assessment and systems approaches, 

preferably in West At s highly desirable, Strong communication skills in English or French, with working 
knowledge of the other. 


Lowland Rice Breeder ai Mbé: He/she with 7 years post PhD experience will contribute to the development of 
Appropriate rice breeding objectives and will participate in surveys to characterize how farmers distinguish local 
varieties, the basis for their varietal preferences, and how farmers nse varietal differences in their planting patterns. 
The Breeder will be expected to evaluate promising lines under an appropriate range ef environmental and 
management systems in close collaboration with other scientists at the research station and in farmers’ fields, The 
Breeder will primarily use conventional breeding methods. but should be familiar with and capable of using advanced 
techniques whenever necessary and appropriate. In addition to these focussed research activities, the Lowland Breeder 
will support as needed the development and conduct of lowland rice breeding activities by national researchers and 
extension specialists in West Africa through collaboration, networking, provision of technical assistance and training. 


Copping Systems Agronomist at Mbé: He/she will be part of a multi-disciplinary team working to sustainably 
improve the productivity of rice amd rice-based cropping systems in west Africa and support rice agronomy and 
cropping systems activities by national researchers and extension specialists through collaboration, networking, 
provision of technical support and training. The applicant should have a Ph.D. or equivalent in agronomy or related 
subject, with minimum 7 years post-dociorate experience, with evidence of high quality research in the area of 
agronomy and crop production. He/she must possess proven ability to provide leadership to a mutti-disciptinary 
research team engaged in cropping systems research. Strong communication skills in English or French, with working 
kaowledge of the other. Experience in systems approaches, the use of models and CGIAR and African experience 
would be an advantage, 


Agronomist, Irrigated Rice Program, based in St. Louis, Senegal: The successful candidate will provide leadership 
to strategic research on sustainability and productivity of irrigated rice systems in West Africa. Current areas of interest 
include site-specific soil fertility management, integrated weed management strategies that minimize herbicide use, 
and prevention of soil degradation in the Sahel, The work involves collaboration with national rice research and 
development stakeholders ( . NARES, NGOs, ...) to ensure joint development and transfer of technologies to 
end-users. PHD in soil s agronomy or agro-ecalogy with at least five years research experience and 
demonstrated fand raising ability. Experience with GIS and simulation modelling highly desirable. Requires strong 
communication skills in English or French, with working knowledge of the other. 


An internationally competitive salary and benefits package will be provided. The initial contract period is for rwo 
years, renewal subject to satisfactory performance and funding availability. 


Application: send letter, CV, names and addresses of 3 professional referees to Human Resources Officers, WARDA, 
Ot BP 2551, Bouake 01, Cote d'lvoire (tel 225 63-45-14; FAX: 225 63-47-14; E-mail: galaodicgiar org by 
December £5, 1999. 


Qualified developing country nationals and women are particularly encouraged to apply 
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Export Finance 
Guarantee Specialist 
Crown Agents 


Crown Agents is an international development company 
delivering specialist and multidisciplinary services in 
international trade, procurement, finance and institutional 
development. We have an immediate vacancy for a consultant 
to manage the establishment, and operation of an Export Credit 
Guarantee Agency. 


The one-year assignment: 


To lead and contribute to the expertise of a small technical 
team, resident in Pakistan working with the Ministry of 
Commerce 


The candidate will preferably have: 

10 years’ experience in short-term credit insurance 
Experience of establishing an Export Credit Agency ina 
developing country (s), with particular emphasis on planning, 
accounting, internal controls, documents and procedures and 
product development 

Experience of working in Asia 


In return, Crown Agents will match your experience with an 
excellent package. 


Please send CV’s to Tracy Millwood 

Crown Agents, St Nicholas House, St Nicholas Road 
Sutton, Surrey SM1 1EL, UK or e-mail: 
tracy.millwood@crownagents.co.uk 
www.crownagents.com 


The PRES of the South Pacific 


Serving the Cook islands, Fiji, Kiribati, Marshall Islands, Nauru, Niue, 
Samoa, Solomon islands, Tokelau, Tonga, Tuvalu, Vanuatu 


VICE-CHANCELLOR 


The University of the South Pacific seeks to appoint a Vice-Chancellor. The University 
hopes that the appointee will be able to take up her/his duties from March 2001. 


One of only two regional universities in the world, the University of the South Pacific 
(USP) is owned and operated by 12 countries which are Cook Islands, Fiji, Kiribati, 
Marshail Islands, Nauru, Niue, Samoa, Solomon Islands, Tokelau, Tonga, Tuvalu and 
Vanuatu. It has three Campuses and five Schools in Fiji, Samoa and Vanuatu, 
seven Institutes, the Ocean Centre for Arts and Culture, and the Centre for 
Development Studies, and through its regional Centres maintains an 

active presence in all the member countries. 


USP is a modern, forward-looking, multi-modal centre of learning with a large 
number of students studying by distance mode, increased access to face-to-face 
teaching at the regional Centres, and the provision of summer schools. 


USP has an exciting future, being in the forefront of information technologies and 
communication with its USPNet and extensive computer networks. All Campuses 
and Centres, located in other member countries, link into its Intranet and have good 
access to the internet. USP is increasingly involved in development-oriented 
consultancy and training work throughout the South Pacific. 


The Vice-Chancellor is the chief academic and administrative officer of the 
University and has general responsibility to the University Council, the governing 
body of the University, for maintaining and promoting the efficiency and good order 
of the University. 


The University invites applications from suitably qualified persons to fill this 
challenging position. 


USP IS A MULTI- 


MODAL TEACHING 


Qualifications and Experience required 
© appropriate postgraduate academic qualifications 
© good understanding of the higher education sector 
© proven record of outstanding leadership and management performance 
© excellent interpersonal skills, negotiating experience at inter-governmental level 
e be a strategic thinker and provide vision 
recognition internationally as administrator or scholar 
e knowledge of the South Pacific and keen awareness of the importance of the 
regional role of the University 
© ability to represent the interests of the University effectively within the region and 
internationally 
© ability to promote excellence in teaching and research. 
Further information about the University and the salary and terms of service, may be 
obtained from Ms Sarojini Pillay, 
Fax (679) 307385, or by e-mail Pillay S@usp.ac.fj Information about the University 
is also available from its website address www.usp.ac.fj 
Candidates are required to send three copies of their curriculum vitae with full 
personal particulars, names and addresses of three professional referees and date 
of availability, marked ‘Personal and Confidential’, to: 
Ms Sarojini Pillay (VC/JC), Registrar 
The University of the South Pacific, Laucala Campus 
Suva, Fiji islands 
to reach her no later than 31 December 1998. 


INSTITUTION 
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World Vision 


World Vision is one of the UK's leading relief and development agencies working overseas. A Christian organisation, we are part of the 
International World Vision Partnership which is at work in almost 100 countries fighting against hunger, poverty and injustice. Our work involves 
emergency aid in response to disasters and long term community development projects. 


International Programmes 
Director 


The International Programmes Director provides strategic direction to the IP Division of World Vision and enables it to contribute effectively to the 
fulfilment of its corporate mission. This is a senior position reporting directly to the Chief Executive. 

We are seeking an experienced person with in-depth knowledge of development and poverty in developing countries. Leading a team of programme, 
policy and advocacy professionals, you will have a thorough understanding of the international context of poverty and key issues in complex 
humanitarian emergencies. A working knowledge of government donor agencies including the EU will be desirable, and work experience in 
development programmes overseas essential. You will be a strategic thinker with strong management skills: This position is based in Milton Keynes, 
but the flexibility to travel 25 - 50% of the time is essential. As a member of an energetic and visionary team you will play a vital part in leading the 
organisation forward. 


In response we offer a highly rewarding work environment with a remuneration package which reflects the responsibility of this job. 
Candidates must be fully in sympathy with our Christian basis of faith. 


If you think you are ready for this challenging position, please call Jenifer York, Director of Human Resources, 
on 01908 841005, today, for further information and an application pack. ( >X 
ani 


World Vision, 599 Avebury Boulevard, Milton Keynes, MK9 3PG. Fax: 01908 841014. 
e-mail: recruit@worldvision.org.uk internet: www.worldvision.org.uk Regucered Chanty No. 285908 


SEA MINUS CONSULTING IN COMPETITIVE ENERGY MARKETS 


Caminus is a leading provider of strategic consulting and software solutions to participants in 
deregulating energy markets. We provide strategic and application consulting services to many of the 
g | leading European and North American energy market participants. Through our Zai*Net suite of 
Managing | software products we offer a full range of trading and risk management capabilities to players in both 
Consultants | markets. 
Our Strategic Consulting business is expanding very rapidly reflecting the pace of deregulation in 
electricity and gas markets throughout Europe. The company has offices in Cambridge and London, with 
| a presence being developed in Berlin and Amsterdam. Our key areas. of expertise are markets and 
Consultants | regulation, investment and asset valuation, risk management, and competitive market model development. 
| We are looking to strengthen and develop our consulting team at all levels and are seeking highly 
motivated individuals excited by the dramatic changes taking place in European energy markets and who 
want to “make a difference” in our rapidly growing business. 
Research | Candidates should have the following attributes: 
z > Consultancy or industry experience in the European gas or electricity sector; 
Associates > Excellent academic qualifications in a numerate subject; 
> A knowledge of economics, competition and risk management; 
> Strong problem solving and modelling capabilities; 
> Well developed presentation and communication skills, 
> Fluency in German, Spanish or other European languages is highly desirable. 
If you have significant experience in providing software project management and support service to the 
energy market, we would also like to hear from you. 
As a member of the Caminus team you will enjoy a highly competitive compensation package with 
significant bonus potential, opportunities for advancement and career development within Caminus, and 
a stimulating team atmosphere. 
To apply, please send a comprehensive CV, including current compensation details, and a cover letter 
outlining your suitability for the position to: Louise Barton, Recruitment, Caminus House, Castle Park, 


Cambridge CB3 ORA. Email: lbarton@caminus.com Z ai*N: et S oftwar e 
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INVESTOR IN PEOPLE 











as 


The fashion world surprises with new ideas again and again. But on one issue it makes no experiments. The stuff that success is made 
of is traded at a Frankfurt fair. It makes no difference whether it is for the consumer, textiles, automotive and technology sector or for 
communication and leisure. At 74 Frankfurt trade fairs world-wide manufacturers meet up with ambitious distribution partners. 
For more information see www.messefrankfurt.com 


We make markets. Worldwide. Frankfurt 


The 
Economist 
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Now bust Microsoft's trust 


VERYONE knew that the trial of Microsoft 

initiated by America’s Justice Department 
had gone badly for the software giant. But the 
language of Judge Thomas Penfield Jackson’s 
“findings of fact” was still amazing in its se- 
verity. The judge concluded that Microsoft 
had used its prodigious market power and 
immense profits to stifle innovation and to 
harm both consumers and any companies 
that dared to compete with it. But, devastat- 
ing though this picture of Microsoft is, there is 
still a long way to go. The judge has yet to as- 
sess whether the firm breached antitrust laws. 
If he thinks it did, a separate hearing will de- 
cide remedies, with the Justice Department 
proposing and Judge Jackson disposing. After that, Microsoft 
can appeal, all the way to the Supreme Court if need be. 

It has taken two years to get this far (see page 19).Allowing 
for normal legal delays, it could take another two before any- 
thing horrid is done to Bill Gates’s company. Yet what Joel 
Klein, the department's antitrust boss, now knows is that the 
judge’s findings will form an unshakeable framework for the 
conclusion of the case. Appeals courts cannot question Judge 
Jackson’s assessment of the credibility of testimony. So power- 
ful is his portrayal of Microsoft as a relentless and predatory 
monopolist that his verdict, when it comes, will be very hard 
to overturn. As one antitrust expert put it this week: “Judge 
Jackson has poured a lot of concrete here.” 

But now comes the even harder part. Showing that Mi- 
crosoft is a monopoly with a baleful influence over the com- 
puter industry is one thing; deciding what to do about it is 
something else altogether. The terms of the findings mean that 
nothing in the way of remedies is off the table, including a 
break-up of the company. That gives Mr Klein great scope, but 
it does not solve three big problems he faces. 

The first is that the pace of change in the industry is so rap- 
id. Even after the judge's findings, some commentators still ar- 
gue that no remedial action is necessary; the future, they say, 
is with the Internet and the Internet is fundamentally hostile 
to vendor monopolies of critical infrastructure (see page 21). 
Despite its egregious business practices, they note, Microsoft 
has been unable to extend its dominance to the web. 

The Internet has indeed fostered the growth of server- 
based computing, which reduces the importance of the client 
(PC) operating system; as well as open-source software, such as 
Linux, that is nibbling at Windows’s hegemony. Yet, as Judge 
Jackson points out, “the fact that these new paradigms exist in 
embryonic form does not prevent Microsoft from enjoying 
monopoly power today,” or, he maintains, for the foreseeable 
future. Microsofts huge profits (more than those of the 
world’s next 500 software firms combined) and its lofty share 
price hardly point to a firm about to be knocked off its pedes- 
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tal by technological change. Rather, they sug- 
gest that Microsoft has exploited its monopo- 
ly to slow down innovation by rivals, thereby 
causing real economic damage. 

So remedial action is called for. But Mr 
Klein’s second problem is that Microsoft has 
shown itself to be adept at circumventing 
past attempts to curb its excesses. To devise 
“conduct remedies” to restrain a firm as clev- 
er and as aggressive as Microsoft, without the 
need for constant and intrusive policing, may 
be impossible. There is much to be said, for 
example, for preventing Microsoft from enter- 
ing into the kind of exclusive contracts that 
curtailed Netscape’s access to its market, and 
for making its pricing policies public and non-discriminatory. 
Yet it is now insufficient for the Justice Department simply to 
have yet another go at modifying Microsoft's behaviour. 

That points to structural remedies, which are anyway pref- 
erable as a matter of antitrust law. Ever since the Standard Oil 
case in 1911, the Supreme Court has held that conduct mea- 
sures are inadequate when dealing with a durable and perva- 
sive monopoly. But—and this is Mr Klein’s third big problem— 
some break-up ideas could do more harm than good. For ex- 
ample, splitting Microsoft into competing, vertically 
integrated firms (the so-called Baby Bills solution) could result 
in a balkanisation of the software industry and an erosion of 
the standards and easy compatibility that consumers want. 


The road ahead 


So what should Mr Klein suggest? His starting-point must be 
that any action should provide consumers with choices they 
do not have today, and also stimulate innovation that would 
have otherwise been chilled. One potentially elegant structur- 
al solution that stops short of breaking the firm up would be 
to force it to publish the full specifications of the Windows 
“application program interfaces” (apis), the codes that soft- 
ware firms who want their products to run on Windows must 
follow. 15M spent a fortune in the early 1990s in an attempt to 
reverse engineer or “clone” these for a rival operating system. 
But it could not persuade its customers that it had done 
enough to run a critical mass of Windows’s applications; and 
Microsoft, as the incumbent, was always able to stay one 
jump ahead. Were such expense and uncertainty to be re- 
moved, ım might be tempted back into the fray. 

Going further, Microsoft could be required to license the 
source code for Windows itself to the highest bidders. If that 
encouraged the entry of powerful companies such as Sun Mi- 
crosystems and Oracle, a main objective of the Justice Depart- 
ment would have been achieved. 

Yet a drawback of both approaches is that they rely on 
other firms’ appetite for risk-taking. So if after a year, say, no 
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new entrant had appeared to challenge Microsoft's monopo- 
ly, the break-up option would need to be revived. There is one 
version of the Baby Bills that would carry less risk of perverse 
unintended consequences: to divide Microsoft into two or 
three competing operating-system companies and an applica- 
tions company. (The firm’s expanding investments in web ser- 
vices could simply be sold—the Internet can do very well 
without Microsoft's attentions.) 

If there were two or three Windows companies, they 
would have no incentive to create different aris, as they 
would all have a strong interest in supporting the greatest pos- 
sible number of Windows applications. They would instead 


Russia's brutal folly 





The war in Chechnya is ravaging the Chechens, destabilising the Caucasus 
and diminishing Russia. The West must try to help bring it to an end 


T GROWS ever more serious. First, the war in Chechnya is 

increasingly horrible for the territory’s civilians, some 
200,000 of whom are now homeless, just before the onset of 
winter. Second, with Russia’s forces advancing on Chechnya’s 
capital, Grozny, and ready soon to launch an all-out attack on 
it, the death toll among the combatants on both sides looks 
set to swell. Third, the prospect of the fighting spreading to 
other parts of the combustible Caucasus is growing. Fourth, 
and perhaps most worrying, the war is threatening Russia’s 
own rough-hewn democracy: a parliamentary election is due 
next month, a presidential one next summer, and belligerent 
Russian generals are sounding insubordinate; some have even 
been saying they would fight on if the politicians told them to 
stop (see page 60). What can outsiders do to help avert a full- 
blown humanitarian and political catastrophe? 

Plainly, the West should try to persuade Russia that a 
peaceful settlement is in its own interest. A new opportunity 
to do this presents itself next week at the grand summit in Is- 
tanbul of the 54 countries that make up the Organisation for 
Security and Co-operation in Europe, an outfit that includes 
the United States and Russia. In Istanbul, every western big- 
wig from Bill Clinton down should be impressing upon Rus- 
sia that it stands only to gain if it now declares a ceasefire and 
opens talks with Aslan Maskhadov, the Chechens’ leader. 
Had Russia been wise, it would have long since come to terms 
with him and helped him to fend off the wild men who have 
made his statelet ungovernable. 

Ideally, the Russians should also be persuaded to join an 
undertaking that would aim to bring peace not just to Chech- 
nya but to the Caucasus as a whole. In the area between the 
Black and the Caspian Seas lie countless festering issues, in- 
cluding separatist disaffection in two parts of Georgia, a terri- 
torial row between Azerbaijan and Armenia, and the ques- 
tion of a pipeline to carry oil to the Mediterranean via Turkey. 
A general conference is the place to discuss these questions. 

It has to be recognised, however, that Russia may not be in 
a mood to listen to the West. For the time being at least, the 
war is popular in most of Russia. The generals are eager for re- 
venge on the Chechens who humiliated them in the war of 
1994-96, and the Kremlin—or parts of it—is happy to give 
them their head. So what does the West do then? 
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compete on price, ease of use, features and the trade-off be- 
tween stability and backwards compatibility. The remaining 
applications firm would, for its part, have an equal interest in 
ensuring smooth integration with differing versions of Win- 
dows; and it would want to make both Office and BackOffice 
(which includes Microsoft’s database product) available on Li- 
nux, the fledgling open-source Windows rival, and on every 
flavour of commercial Unix operating systems. The discipline 
of real competition would thus trigger innovation and give 
consumers more choice—but without jeopardising the Holy 
Grail of interoperability. And without having the government 
trying to run a technology industry. 











For better or worse, Chechnya is a part of Russia. Even so, 
if the West believed the scale of Russia’s brutality to be as 
great as, say, that of the Serbs in Kosovo, it should—it might 
be argued—issue ultimatums and, if need be, then resort to 
bombing to drive the Russians out. But that is not a serious 
prospect. No one wants to risk a war with a nuclear power, 
especially when the Chechens, however atrociously treated, 
are hardly model citizens. Russia claims that Chechnya is a 
base for Islamic terrorists. The claim is plausible, even if the 
blame may partly lie with the Kremlin, the response is utterly 
disproportionate and the link between such terrorists and the 
recent explosions in Russian cities has not been at all convinc- 
ingly established. 


The points of purchase 


That does not mean, however, that the West is powerless. It 
should make it clear that it will suspend most of its co- 
operation with Russia until it declares a ceasefire in Chech- 
nya, allows international aid agencies full access to the refu- 
gees and wounded, and opens a political dialogue with the 
republic’s leadership. Until these conditions are met, the West 
should not consider offering any further cash loans or food 
aid through government channels. And the Council of Eu- 
rope, which purports to embrace only genuine democracies, 
should suspend Russia’s membership. 

Meanwhile, the West could be doing much more to 
strengthen the independence of the countries that sit ner- 
vously close to Russia’s trembling rim. On November 14th, 
Ukraine's voters have to decide, in a run-off, between two _ 
possible presidents, one broadly in favour of cosying up to 
Russia, the other against it. Moldova, where Russian troops 
squat illegally on a disputed sliver of territory, this week lost a 
reforming government. Russia still needles Georgia and Azer- 
baijan and hopes to use a recent outburst of violence in Ar- 
menia to exert its influence there too. The West can offer help 
to these countries, even as it tells the Russians that their con- 
duct in Chechnya is merely losing them influence elsewhere. 
The western armoury is limited, but the stakes are high: they 
include not just the suffering of the Chechens but the stability 
of the Caucasus and, perhaps, of Russia itself. 
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South Africa in black and white 


After decades of apartheid, South Africa is right to want to make up for the racial 
discrimination of the past. But its current effort to do so goes too far 


N A continent battered by decades of racial hatred, favour- 

itism and ethnic violence, it is hard to fault an African gov- 
ernment for wanting to build a country “where the universal 
principles of equality, fairness, justice and human dignity ap- 
ply to everyone.” Moreover, South Africa, which is currently 
debating a new law designed to promote these principles and 
outlaw discrimination, has in many ways been a model of 
how to bring about racial reconciliation. Having completed a 
controversial attempt to expose and bury the hatreds of the 
past through a “truth commission”, South Africans are now 
embarking on an equally ambitious project to “prevent and 
eliminate” discrimination. But in their enthusiasm to pursue 
this laudable end, they are creating an illiberal muddle. 

The “promotion of equality” bill makes it a criminal of- 
fence in South Africa to discriminate “unfairly” on 16 named 
grounds, from race to sexual orientation, and in ten specified 
areas, from employment to insurance. The onus is on the ac- 
cused to prove that discrimination has not taken place “un- 
fairly”—an adverb added in recognition perhaps that another 
recent law, now in force, implicitly encourages discri- 
mination. Designed to give preferment to those who have 
been held back in the past, this one monitors employers’ ef- 
forts to make their workforces “demographically representa- 
tive” three-quarters black, half female—or face fines. 


Thought police 

Leave aside the objection that the category of people most 
likely to benefit from the equality bill are lawyers, not least in 
costly wrangles over the definition of the term “unfairly”. 
Leave aside also the near-hysterical reaction on the part of 
many South African whites, who have called this bill “Or- 
wellian” and compared it to the edicts passed by the Third 
Estate during the French revolution. In an earlier draft, it was 
indeed a grave threat to free speech, making it a criminal of- 
fence to print ideas “based on unfair racial stereotypes” or 


Slow change for Mexico 


Despite the ruling party’s successful primary, Mexico’s transition to 


democracy remains incomplete 


EXICO'S political system has long operated under un- 

ique rules. Every six years, in an exercise known as the 
dedazo—iiterally, “the big finger’—the country’s president 
would select one of his colleagues to be the presidential can- 
didate of the ruling Institutional Revolutionary Party (pri). 
The chosen one would duly win—by consent when possible, 
by fraud when necessary—the presidential election. So the 
pris first national primary election, in which 8m Mexicans 
voted last Sunday, marks an innovation, and another wel- 
come step in Mexico's tortuous evolution to democracy. 
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South Africa 

Ethnic breakdown, 1996, % 

Black 77 White 12 

Coloured 
8.5 





Asian 2.5 





which “promote inequality”. The new draft, its authoritarian 
media restrictions excised, is already an improvement. 

Two big problems remain, however. The criminal offences 
categorised as “discrimination” are unenforceably broad: 
they include “racial tokenism”, and any idea “suggesting the 
racial superiority or inferiority”, or calculated to “undermine 
the inherent dignity”, of a group, whatever these may mean. 
They are also rigidly narrow: the bill bans outright such words 
as kaffir, coolie “and their variations”. 

This is problematic for practical reasons, but also on a 
point of principle. Most countries limit free speech in some 
ways. Given a particularly divisive history, laws designed to 
curb hate-speech can be justified as an effort to ensure that 
such a history is not repeated. In that context, South Africa is 
right to want to punish, in particular, hate-speech that incites 
racial violence. But that is not the same as outlawing the ex- 
pression of such sweeping categories of ideas, however vile. 
To believe in the freedom of expression, as South Africa pur- 
ports to do, is also to believe in the freedom to offend. 

The second problem is about “affirmative action” in gen- 
eral, of which the equality bill is but one part. After decades 
of the deliberate crushing of black initiative under apartheid, 
South Africa is right to borrow the logic from 1960s America. 
This argues that, in an ideal world, equality before the law 
should make the law colour-blind; but South Africans are not 
colour-blind; so it is unreasonable to expect the law to be. 

Yet, if there is a lesson from America, it is that such poli- 
cies should be tightly defined and short-lived. Yes, there is a 
case for an immediate push to make up for the past. But, once 
entrenched, job-preferment policies tend to benefit the better 
off, become meaninglessly broad and hard to undo. Worse, 
they institutionalise the offensive notion that people are di- 
visible by race at all. Narrow and temporary: fine. But, in a 
country that needs above all to be rid of colour-conscious- 
ness, South Africans entrench racial categories at their peril. 





The primary had a clear winner: with over half the votes, 
Francisco Labastida, a former interior minister, was well 
ahead of his chief rival, Roberto Madrazo, a maverick former 
state governor. Such was the margin of victory that it has 
been accepted by all sides. For the winner, that may prove al- 
most as important as the result itself. The chances that Mr 
Madrazo might engineer an electorally damaging split in the 
PRI appear to have receded (see page 45) . And since Mexico's 
opposition parties have failed to clinch a mooted alliance, Mr 
Labastida now looks likely to win the presidential election 
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next July. Admittedly, Mr Labastida was the choice of Presi- 
dent Ernesto Zedillo, or so it was said, so sceptics have argued 
that the primary was simply a dedazo in democratic disguise. 
And it is true that Mr Labastida’s victory owed much to the 
party machine; it may also have been helped, as critics allege, 
by the distribution of favours from government officials. 

Yet such scepticism misses a wider point. The pri owes its 
position as the world’s longest-ruling party to its uncanny 
ability to reinvent itself according to Mexico’s changing cir- 
cumstances. Recently, the transition to a politically competi- 
tive democracy with an independent electoral authority has 
demanded a basic change: from being the electoral arm of a 
ruling government bureaucracy, the pri has had to tum itself 
into something much closer to a conventional political party. 

The primary was one product of that change. Mr Labas- 
tida himself is another. He won because many of the stars of 
Mr Zedillo’s government were barred from seeking the nomi- 
nation after an unprecedented rebellion, in 1996, by the 
party’s grassroots activists, who imposed the requirement 
that the presidential candidate should have held elective of- 
fice (not just appointed, even ministerial, posts). Behind this 
rule lay, too, a backlash against the market-friendly tech- 
nocrats who have dominated Mexico's recent governments. 

In Mr Labastida, the pri appears to have found a candi- 
date well placed to patch together its technocratic and tradi- 
tionalist wings. An economist, though not an American- 
educated “neo-liberal” one, he is also an experienced politi- 


cian. He calls himself a nationalist, but he stands for the 
continuation of Mr Zedillo’s fiscally responsible economics. 
Yet the pri’s undoubted success at changing with the 
times still leaves Mexico's democratic transition unfinished— 
and ironically, may even make completing it harder. Despite 
the recent changes, the boundaries between nation, state and 
ruling party remain blurred. And until power starts alternat- 
ing, Mexico will not get some of the changes it most urgently 
needs. These include the radical cleansing of its institutions, 
from the police force to the body that supervises banking, 
and the dismantling of its pervasive networks of corruption. 


The merits of a narrower church 


Unless and until it experiences a spell in opposition, the pri is 
likely to remain an unnaturally broad church, a potentially 
combustible mix of liberals and national-populists. It might 
well be in Mexico's interests for the party to split into its com- 
ponent parts. But that can hardly be demanded of an organi- 
sation which has every reason to imagine that its unity will 
guarantee it yet another six years in power—albeit partly be- 
cause of the shortcomings of the opposition parties. 

In choosing Mr Labastida, the pri appears to have opted 
for continued evolutionary change, though probably at a 
slower pace than in the recent past. And in the manner of its 
choice, it has probably ensured that this is what awaits Mexi- 
cans, however much many of them might justifiably prefer 
something more speedy and more radical. 





The subsidising instinct 


Gordon Brown’s pre-budget report was a familiar mixture of 


macroeconomic sense and microeconomic meddling 


HEN he delivered his “pre-budget report” this week, 

Gordon Brown, Britain’s chancellor of the exchequer, 
could have been forgiven for crowing (see page 63). Last year, 
when he forecast that the British economy would grow by 
1-12% in 1999, most commentators—including The Econo- 
mist—thought him hopelessly optimistic. His Conservative 
opponents said that a “downturn made in Downing Street” 
would rip a hole in the public finances. Mr Brown’s guess was 
much better than most. In fact, it was a bit pessimistic. He 
now believes that Gpr will grow by 14% this year, which 
looks about right. Even on what he thinks are cautious as- 
sumptions about Britain’s economic prospects—although he 
now reckons the economy can grow at 2'2% a year, he is as- 
suming only 2!4% in drawing up the public-sector accounts— 
Mr Brown is expecting budget surpluses for years ahead. If he 
wants to cut taxes and increase public spending before the 
next general election, he will probably be able to do so with- 
out breaking his promise to balance the budget and control 
public-sector debt over the business cycle. 

However, Mr Brown wants to do more than win prizes for 
economic forecasting. His ambition is no less than to raise 
Britain’s long-term rate of economic growth. Stage one of this 
task, bringing about macroeconomic stability, has gone swim- 
mingly. Because he handed responsibility for fighting infla- 
tion to the Bank of England and because he has shored up the 
public finances, he can claim credit for this. He has also had a 
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goodly slice of luck: the continued expansion of the world 
economy, especially America. 

In the past year or so, Mr Brown has moved on to stage 
two: microeconomic reform. Britain’s growth rate has been 
disappointing, he says, because its labour and capital markets 
do not work as well as they should. Too few British people are 
in jobs, despite the low unemployment rate, because a lot are 
not even seeking work. Across the workforce, skills—even ba- 
sic ones, such as literacy—are poor. Britain does not invest 
enough, especially in the sort of small, high-tech companies 
that the United States seems to grow as easily as wheat. 

When ministers start second-guessing markets, it is usual- 
ly time to worry. Yet Mr Brown does have a point, at least 
when he bemoans the state of Britain’s labour market. Al-_ 
though unemployment is at its lowest for 20 years, the pro- 
portion of working-age Britons in employment is lower than 
in 1990. Households have become increasingly likely to con- 
tain either two working adults or none: more than half of lone 
parents and 45% of the spouses of unemployed people are 
out of work. As in other oecp countries, male employment 
has declined: were the proportion of men aged 25-49 in work 
the same now as in 1990, a further 200,000 would have jobs. 
By extending the New Deal, a welfare-to-work scheme, from 
under-25s to older workers, Mr Brown is starting to attack the 
toughest and most shameful stain on Britain’s employment 
record. His earlier reforms, such as the abolition of national- 
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insurance contributions for the low-paid workers and the in- 
troduction of the Working Families Tax Credit, a more gener- 
ous top-up for the wages of the working poor, should also 
help to bring more people into employment. 


At least it’s cheap 


In the capital market, however, Mr Brown is on less firm 
ground. This week’s mini-budget contained yet another slab 
of new policies designed to subsidise investment—sorry, en- 
courage enterprise. For example, large companies will be giv- 
en relief from corporation tax as a reward for “corporate ven- 
turing”—ie, buying equity in growing firms. If they reinvest 
their capital gains from corporate ventures, they will be able 
to defer capital au tax. The likely result of this? Some in- 





vestments that would have Paree anyway wilh receive a 


free gift from the taxpayer; some that should not have hap- 
pened at all will now go ahead. 

The best that can be said about Mr Brown’s tax breaks for 
enterprise is that they will not cost much: the subsidy for cor- 
porate venturing will cost £100m ($160m), one-third of the 
amount to be spent on this year’s populist gimmick, free rv li- 
cences for the over-75s. The best way of encouraging invest- 
ment is not to subsidise it, but to do what Mr Brown has done 
so far in macroeconomics: keep the economy and the public 
finances on a steady course. Without the clever-dick subsi- 
dies, business investment, as a share of cpp, has lately risen to 
15%, compared with 12% in the 1980s boom. The message for 
Mr Brown? You're doing fine without the meddling. 





Drug- induced seizures 


Drug mergers are all the rage; but few make much sense 


LMOST every week brings talk of a new flirtation among 
drug makers: Monsanto is seen dallying with Novartis, 


Glaxo Wellcome tampering (again) with the affections of . 


SmithKline Beecham. Like wistful singles, pharmaceutical 
companies seem unable to resist going down to the bar and 
picking each other up. Often courtships end in commitment: 
drug companies spent a record $87 billion in mergers and ac- 
quisitions in 1998, almost eight times as much as in the previ- 
ous year. But many of the liaisons now being attempted: are 
likely to end in tears. Large companies sometimes think they 
have no option: Pfizer’s attempt to break up the engagement 
of American Home Products (Anr) and Warner-Lambert is 
driven by the fact that its double-digit sales growth has begun 
to flag. Smaller drug companies need to realise that merging is 
seldom their best course. 

Pfizer’s bid may buy short-term earnings; but sheer size 
will not reliably deliver long-term success. The company has 
long extolled the virtues of organic growth and the single life. 
But now, sales of its earlier successes, such as Viagra, are wan- 
ing; and its stock of future blockbusters is low. It fears the loss 
of revenues from Lipitor, a cholesterol-lowering agent that is 
one of the world’s most profitable drugs, and which Pfizer 
was marketing jointly with Warner-Lambert. It is now offer- 
ing a huge premium for access to a single drug. 

Many large drug companies will sympathise with Pfizer’s 
plight. Competition is fierce. State-financed health-care sys- 
tems in Europe and America are becoming stingier in their 
drug-spending. Many products that now earn billions are 
about to lose their lucrative patent protection, and developing 
profitable replacements is an increasingly costly business. Yet 
there is much that smaller drug companies, at least, can do to 
improve their prospects without resorting to mergers. 


Peer pressure 


There is a common notion in the drug industry that bigger is 
necessarily better, and that securing more than 10% of the 
world market is the key to corporate happiness. To this end, 
companies are trying to merge their way to larger research 
budgets and massive salesforces that can guarantee new pro- 


18 





ducts, bigger markets and more of the double-digit earnings 
growth that shareholders have come to expect. Unfortunately, 
there is little historical evidence to support this article of faith, 


- Few drug mergers in the 1990s produced the promised flood 
of novel drugs from “research synergies” used to justify the 


deals; nor did they add to shareholder value. 

-At best, mergers expand a company’s geographical reach 
and make it easier to cut fat and trim costs. But penny- 
pinching is not enough of a justification for the sort of dis- 
ruption that comes from merging two drug companies with 
hundreds of projects and thousands of employees. It does not 
require.a merger to plug the immediate gap between earnings 
and investor expectations by speeding up drug development 
cycles, improving stock management and launching new 
products simultaneously in many different markets. All of 
these options are open to the single firms already. 

In the long term, it is true, sustainable growth is hard to 
achieve—and, arguably, becoming harder year by year. It de- 
pends on getting more novel, desirable drugs to the market 
than ever before. Bigger firms may be able to produce more 
molecules and so search faster; but they will not necessarily 
attract (or keep) better brains, and nor will they stimulate live- 
lier scientific interchange. 

There are also plenty of other ways to develop a compa- 
ny’s scientific and selling skills: research agreements, licensing 
arrangements and marketing alliances between drug compa- 
nies, biotechnology firms and other bodies are all less trau- , 
matic than forcing two different corporate cultures into one 
bed. There is a bright future for companies that choose to fo- 
cus on being the best at treating just a few diseases, which of- 
fer high-margin, if not high-volume, sales. Their way may be 
made easier by novel drug-development technologies, such as 
pharmacogenomics, and new marketing methods, such as e- 
commerce, which will allow them to sell tailored. drugs with- 
out the trappings of size. 

Most recent drug mergers have been driven by corporate 
desperation, not strategic vision. In the new world of drug 
making, staying single may be better for companies’ health. 





i a ert a al aoa | 


THE ECONOMIST NOVEMBER 13TH 1999 


MICROSOFT AND THE FUTURE 


Busted 


Microsoft’s bosses did their best to put a brave face on Judge Thomas Penfield 
Jackson’s damning “findings of fact”. But there was no mistaking their shock 
at being called a relentless and predatory monopolist 


OT even Microsoft’s expensive legal 

team from Sullivan & Cromwell 
judged its defence a triumph. Yet somehow, 
everyone had convinced themselves that 
“the court fireworks” in the firm’s antitrust 
trial did not really matter. Never mind that, 
time and again, its senior managers had ap- 
peared almost physically to shrink under 
cross-examination, their testi- 
mony destabilised and contra- 
dicted by an unending seam of 
e-mails that the government 
had so diligently mined. Nor 
that the firm's credibility was 
further shredded by the appall- 
ing video of Bill Gates, claiming, 
among other surprising things, 
to have been unaware of Net- 
scape’s activities in 1995. What 
counted, they argued, was the 
written body of evidence. Not 
only was the judge obliged to 
consider it; if there were an ap- 
peal, the facts would be there in 
black and white. 

If this was indeed Micro- 
softs calculation, it has gone 
spectacularly wrong. Yet Judge 
Jackson’s 207-page document, 
released on November sth, 
should not really have been so 
surprising. The government's 
case was as much about prov- 
ing Microsoft's intent as about 
establishing its actions. Perhaps 
if the firm had, from the start, been franker 
about those intentions, and had shown 
some regret, a trial might have paved the way 
for a settlement. But its legal strategy, devised 
in outline by Bill Gates himself, was, charac- 
teristically, not to give so muchas an inch. 

Throughout the months in court, Micro- 
soft witnesses tried to argue that, although 
the firm competed vigorously, it had done 
nothing wrong. Microsoft had sought only to 
innovate, serve customers and protect its in- 
tellectual property. Yet this approach con- 
stantly landed the firm’s executives in diffi- 
culties. The evidence of the e-mails, the 
means by which almost every opinion and 
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action is communicated within Microsoft, 
let the court, in effect, eavesdrop on every 
important meeting held at the firm over the 
past five years. 

As an antitrust expert who is by no 
means hostile to the company puts it, the e- 
mails were devastating because they estab- 
lished that “their intent was crystal-clear 





and their intent was pretty bad.” As well as 
undermining Microsoft's own people, the e- 
mails buttressed government witnesses, 
such as Jim Barksdale of Netscape and Steve 
Case of America Online, who might other- 
wise have been discounted as commercial ri- 
vals out to even the score. At some point in 
the trial, the judge concluded that he was be- 
ing lied to. If his findings seem overwhelm- 
ingly to reflect the government's view, Mr 
Gates and his colleagues have only them- 
selves to blame. 

But the judge’s findings are much more 
than a rejection of Microsoft's trustworthi- 
ness. They methodically establish a pattern 


of behaviour. What is more, they do so with 
such theoretical coherence that economics 
professors are already adding the document, 
civil action no. 98-1232, to their list of set texts 
(see page 90). The findings provide an ac- 
count of the way in which Microsoft set out 
to destroy Netscape and to bully or bribe 
other firms to submit to its will. More than 
that, Judge Jackson has produced a sophisti- 
cated analysis both of the nature of the Win- 
dows monopoly and of the means by which 
the firm strives to maintain it, by defending 
what has become known as the “applica- 
tions barrier toentry”. 


From brilliance to bullying 


Microsoft established first Ms-pos and later 
Windows as the dominant operating system 
for the personal computer thanks to its own 
pioneering efforts, the brilliance of its busi- 
ness strategy and the network 
effects that give a single stan- 
dard inherent advantages over 
any rivals. Once the firm had 
achieved a position of strength, 
would-be competitors faced in- 
superable hurdles. Most con- 
sumers are interested in buying 
a PC operating system only if 
there already exists a large and 
varied set of applications for it 
and if they can be certain that it 
will also be able to run new ap- 
plications as they become avail- 
able. 

Software developers face 
large costs for every additional 
operating system to which they 
“port”, or adapt, their applica- 
tions. This means that, once an 
operating system is dominant, 
developers have little reason to 
make their applications work 
with other operating systems. 
So any rival pc operating sys- 
tem would have had only a 
handful of applications, com- 
pared with 70,000 or so that now run on 
Windows. Moreover, any users who aban- 
doned Windows would have to scrap invest- 
ments in software and training, making the 
cost of switching prohibitive. The bally- 
hooed Linux operating system, which is free, 
has made inroads in the server market, but 
not on the desktop, for want of applications. 

This applications barrier to entry gives 
Microsoft its enduring monopoly power. So 
strong are the effects that, even if Microsoft 
were to double the price of Windows, many 
years might elapse before its market share 
fell from today’s level of more than 95%. As it 
is, Microsoft can maximise revenues in the 
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long run with little fear of competition. 

Microsoft has sometimes argued thatitis 
nota monopoly because it competes with it- 
self by continually releasing “new and im- 
proved” versions of Windows. Yet Judge 
Jackson’s findings demonstrate both how 
Microsoft harnesses independent software 
vendors to create products that take advan- 
tage of new application program interfaces 
(apis) built into each release of Windows; 
and how rc makers are given no choice but 
to install the new operating system, at what- 
ever price Microsoft decrees. 

A better argument, which Microsoft also 
puts forward, is that technological change 
will ensure that any dominance it enjoys is 
fragile. Although even Microsoft cannot 
identify any direct threats to its Windows 
monopoly of the desktop, the firm became 
obsessed by indirect threats, caused by soft- 
ware that Judge Jackson calls “middleware”. 
Mr Gates believed this could weaken the ap- 
plications barrier to entry by usurping Win- 
dows as the main platform for software de- 


velopers. 


By far the greatest threat came from Net- 


scape’s Navigator web browser. But Micro- 







































soft had identified others, including Sun Mi- 
crosystems’s Java technologies, Intel’s Native 
Signal Processing, and multimedia playback 
software developed by Apple and RealNet- 
works. Microsoft was uncomfortable with 
the idea that all these had exposed apis of 
their own, which new and existing applica- 
tions might hook on to. 

The danger, as Microsoft saw it, was that 
applications would then run on these new 
middleware “platforms”, something that 
would liberate software developers from the 
operating system beneath. If so, the Win- 
dows platform would become commodi- 
tised. As long as other firms were content 









merely to write applications for Windows, 
Microsoft would help them. But the moment 
they aspired to enter the platform business 
themselves, they were branded as enemies. 
Apple and even Intel were bullied into sub- 
mission. But the combined potential of Net- 
scape’s web browser and Sun’s Java faced 
Microsoft’s full fury—a response that led di- 
rectly to the doors of Judge Jackson’s court. 
The judge’s final paragraph is worth 
quoting in full: 
Most harmful of all is the message that Microsoft's 
actions have conveyed toevery enterprise with the 
potential to innovate in the computer industry. 
Through its conduct towards Netscape, 13m, Com- 
paq, Intel and others, Microsoft has demonstrated 
that it will use its prodigious market power and 
immense profits to harm any firm that insists on 
pursuing initiatives that could intensify competi- 
tion against one of Microsoft's core products, Mi- 
crosoft’s past success in hurting such companies 
and stifling innovation deters investment in tech- 
nologies and businesses that exhibit the potential 
to threaten Microsoft. The ultimate result is that 
some business innovations that would truly bene- 
fit consumers never occur for the sole reason that 
they do not coincide with Microsoft's self-interest. 


The tone and relentless logic of the 














And the winners are 


SAN FRANCISCO 


T FIRST sight something strange hap- 
pened on Wall Street after Judge Jack- 
son released his findings of fact. Microsoft’s 
chief rivals saw their shares rise only mod- 
estly. Lesser competitors enjoyed huge 
gains. And the value of the monopolist it- 
self barely fell. Once the findings have 
been digested, investors might reach a dif- 
ferent conclusion, but right now they seem 
to identify no definite losers from the trial. 
Even Microsoft could come out ahead. 

So far, the greatest gains have been 
made by firms supplying alternatives to 
Microsofts Windows operating system. 
Shares in Red Hat, the main distributor of 
Linux, which was developed by thousands 
of volunteer programmers across the 
world, have risen by almost 20% in a week. 
Be, which makes BeOS, jumped by a 
whopping 300%. 

That also appears curious, since Judge 
Jackson declared the two programs 
“fringe” operating systems that pose no 
real threat to Windows. They will not at- 
tract very many users, he wrote, because 
they do not offer enough application pro- 
grams. In particular, the judge does not be- 
lieve that Linux could become “main- 
stream” any time soon, an argument that 
has eamed him much scorn among the 
hackers. 

Investors think otherwise, mainly be- 
cause the findings of fact and the subse- 
quent rulings could create a breathing- 


space for Red Hat and the rest. The giant 
from Redmond is surely less likely now to 
trample on budding competitors than it 
was when Netscape first became a threat. 

Harder to understand are the meagre 
gains among Microsofts main competi- 
tors, such as America Online (AOL), Oracle, 
which supplies databases, and Sun Micro- 
systems, a computer maker. Not only do 
these firms stand to benefit from any ver- 
dict against their arch-rival; they might sue 
Microsoft for damages. aot, which bought 
Netscape late last year, could easily de- 
mand compensation for the profits it has 
lost because of Microsoft’s actions. 

Most of the firms with an axe to grind 
are based in Silicon Valley. Many high-tech 
entrepreneurs there do indeed see them- 
selves as winners. Jim Barksdale, former 
chief executive of Netscape, who now runs 
his own venture-capital firm, told the San 
Jose Mercury News, a local newspaper, 
that “I feel gratified and vindicated. Com- 
panies can now feel emboldened to try 
new things in technology.” 

Amid the glee, however, is the offset- 
ting fear that the Microsoft trial could lead 
to more government intervention in the 
computer industry. Valley folk point out 
that Judge Jackson thinks that a computer 
operating system and Internet browsing 
software should be separate. The idea that 
regulators might come to specify the com- 
position of software packages makes most 


in the industry cringe. 

Yet heavy intervention seems an un- 
likely threat, if only because the trust-bust- 
ers, including Joel Klein, of the Department 
of Justice, have repeatedly said they do not 
want such a role. What is more plausible is 
that the Microsoft case will embolden the 
antitrust agencies to pursue other domi- 
nant, combative high-tech firms. 

Intel is one obvious target—although 
on the day Mr Jackson’s findings were pub- 
lished, another American court ruled that 
the chip maker can cut off product support 
to Intergraph, a computer maker that had 
sued Intel over an alleged infringement of 
its patents. After this week, both Cisco, the 
dominant manufacturer of Internet rou- 
ters, and eBay, the main online-auction 
house, may have to watch their backs. 

The hardest question of all to answer is 
why investors did not ditch Microsoft's 
shares. One reason may be that a final ver- 
dict is still some time off. But another is that 
a break-up might not hurt shareholders 
that much. Even if monopoly rents disap- 
peared, investors hope that the separate 
firms could, together, be worth more than 
Microsoft’s current market value of about 
$470 billion. Past fragmentations have of- 
ten reinvigorated large firms (not that Mi- 
crosoft lacks vigour). In the ten years after 
the divestiture of Standard Oil in 191, for 
example, the trust’s constituent companies 
quintupled in value. Were there to be “Ba- 
by Bills” which repeated that feat, Bill 
Gates’s fortune (he still owns about 15% of 
Microsoft’s shares) could by 2010 amount 
to $350 billion. 
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judge’s findings are, says one antitrust econ- 
omist, an enormously significant develop- 
ment. Despite Microsoft’s hopes, each part 
of his text has been written in such a way 
that his eventual findings in law, expected 
early next year, will be hard for any superior 
court to overturn. They also support the wid- 
est possible range of remedies, including 
breaking the company up. 

Sceptics about the role of antitrust en- 
forcement in the high-technology business 








may still argue that none of this matters, 
thanks to the “paradigm shift” that is being 
brought about by the Internet. They may 
havea point—but the market is not changing 
nearly as fast as some enthusiasts believe. If 
Microsoft’s power is already in inexorable 
decline, why is it by far the most valuable 
company in the world? And why has its 
market value doubled during the 18 months 
which Judge Jackson has taken to brand Mi- 
crosoft a monopoly? 





The future 


Tomorrow’s Internet 


ICROSOFT AND THE FUTURE 


For a decade or more Microsoft’s monopoly of PC operating systems gave it a 
stranglehold on computing. The technologies now shaping the Internet mean 
that a single software company is unlikely again to attain such dominance 


HEN Microsoft fought its way out of 

18M’s shadow in the early 1980s, it was 
hailed as a monopoly-killer par excellence. 
The rc counterculture would liberate ordin- 
ary people from mainframe computers run 
by corporate rr departments—most of them 
made by Big Blue. As it turned out, this was 
only half right. The transition to the pc al- 
mostdestroyed em as asingle company; but 
Microsoft gained a share of the market for pc 
operating systems that even mMm never 
achieved for mainframes. 

Now it is Microsoft that feels threatened 
by a technological shift. But this time the 
firm that dominates the old technology is 
unlikely to be pushed aside by a single 
newcomer. Instead the Internet prom- 
ises to create a world in which no 
firm ever again has the power of a 
Microsoft or an IBM. 

Judge Jackson described. the 
threat to Microsoft in his findings. 
The Internet could “oust the pc 
operating system from its posi- 
tion as the primary platform for 
applications development and 
the main interface between users 
and their computers.” If so, Win- 
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PC Operating system. That is the intellectual 
property of Microsoft, but the Internet em- 
ploys standards and protocols that are 
“open”, meaning they can be freely used by 
anyone. They have mostly been hammered 
out in public forums, and they are beyond 
the control of any single firm. The operating 
system is the control centre of the ec, but the 
Internet is managed at many levels, some 
within devices, some on the network, others 
at the abstract level of a “language”. 




















and exploits a monopoly over one bit of 
technology, somebody, somewhere will 
think of a road around it. 


Open Sesame 


The best way of looking at the Internet of the 
future is to ask what is wrong with today’s. 
Instead of one single, huge failing, the In- 
ternet has three middling, but infuriating, 
ones. First, it is still not free from Microsoft's 
monopoly. To gain full access to the network, 
most people use a pc, a machine that is 
prone to crashing without warning and is 
awkward if you are on the move. Indeed, 
thanks to the rc, the Internet has a level of in- 
convenience that would be unacceptable in 
any other mass-market medium. Second, 
the Internet itself is hard to use. Consumers 
have trouble finding what they want, and 
companies intent on doing e-business strug- 
gle to integrate new technology with their ex- 
isting systems. Third, the network's security 
and reliability are both inadequate. 

What are the technologies that will fix 
these problems? Much of the answer lies in 
new standards, or protocols, that will let 
computers, handheld devices and mobile 
phones talk to each other in new ways. A 
protocol called ror (post office protocol), for 
example, lays down the rules for delivering 
e-mail. Another, called Hrmi (Hypertext 
Markup Language), defines the layout of 
web pages. Rather as conventions in the 
game of bridge let partners use bids to con- 
vey information about their hands, proto- 
cols tell the designer of a piece of machinery 
or software how to format information com- 
ing from or going to the outside world. 

Protocols are dull, unremarkable 
things when written down on paper— 
like recipes or magic spells. Yet they 
make the Internet work. Software 
wizards have conjured up a set of 
new protocols, each designed to 
make a particular Internet pro- 
blem vanish in a puff of acro- 
nyms. It is largely these protocols, 
combined with some clever new 
software, that are destined to 
transform the Internet into a me- 
-O / dium thatis fast, convenient, and 
(e) į 





dows would become just one not \, j reliable. 

very important piece of computing ^ o ty “a 0 j Perhaps the Internet's most dra- 

plumbing. \ Oe f o O d matic shift will be to extend comput- 
Yet, as the judge also made clear, ` g 4 A Wie 0” / ing beyond the pc. The first to log on 

this vision lies far in the future. Al- ^ 6 La oN 6 /® will be smart phones and wireless Palm 

though the Internet is already affecting nee Í i ò A Pilots, but other devices will follow. Engi- 

people’s lives, a further transformation is es- Me Ò (e e neers may take a few years to come up with 


sential if the hype about what you can do 
online is not to fall flat. This is still early days 
for the Internet—it is about as developed as 
commercial flying was before the pc3—and 
yet the transformation is already on its way. 
It will not come from a single dramatic tech- 
nological breakthrough, like the jet engine, 
but from lots of connecting technologies 
coming of age more or less together. 

These technologies are quite unlike the 
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All this adds hugely to the complexity of 
the system, but it is the complexity that dis- 
tinguishes a market economy froma central- 
ly planned one. The rc has to evolve to the 
drumbeat of Microsofts programmers in 
Redmond, Washington. The Internet, by 
contrast, derives its adaptability precisely 
from its amorphous nature. If a firm creates 


transmitters, receivers and sensors cheap 
and tiny enough to put into the appliances of 
the networked home. But almost everything 
that can usefully transmit data will eventu- 
ally be able to do so, including refrigerators 
that automatically reorder what has been 
taken out of them and car keys that tell the 
Internet (and you) where you left them. 
Some devices may use an operating sys- 
tem from Microsoft, but the majority will 


21 





not. Most of their intelligence will lie 
on the network, which means that 
operating systems will matter less 
than standards. These standards are 
mostly already defined. They tend to 
be open, precisely because millions 
of devices from thousands of firms 
will be connected to the Internet. 

One of the most important, 
called Bluetooth, is the work of more 
than 500 firms, led by Ericsson, No- 
kia, Toshiba, Intel and 18M. Bluetooth 
defines how devices should transmit 
data to each other.The idea is to re- 
place the cables that tie devices toone 
another with a single short-range ra- 
dio link. Within two years, about 80% 
of mobile phones will carry a $5 Blue- 
tooth chip that can connect them to 
similarly equipped notebook com- 
puters, printers and, potentially, any 
other digital device within about ten 
metres. As well as defining how these 
devices find and talk to each other, 
Bluetooth also ties into existing data 
networks, including the Internet. In 
future, you might tap out an e-mail 
on your Palm Pilot or Psion, tell it to 
make the Internet connection 
through your mobile phone, print a 
copy on the printer upstairs and store 
another on your Pc. 

Standards are also open because 
customers and suppliers have learnt 
to be wary of being locked in to some- 
one else’s technology. Several firms have de- 
fined their own standards to adapt the In- 
ternet for the small, monochromatic screens 
of handheld computers and smart phones. 
Such gadgets are not suited to the lively, col- 
our graphics on most web pages—let alone 
bandwidth-devouring multimedia and ani- 
mation. Worse, they have neither keyboard 
nor mouse, and lack the computing power 
and memory they need to run modern 
browsers. 

But proprietary efforts have not got far. 
Wireless Internet access will take off only if 
there is a single, open standard for delivering 
suitable content to wireless devices. That is 
the job of something called wap (Wireless 
Application Protocol). This allows mobile 
devices to gain access to the Internet using a 
“microbrowser’, which displays web pages 
specially formatted for tiny screens. 

Nokia’s first wap telephone will be avail- 
able soon; Ericsson has just launched a war- 
based wireless notebook computer. Han- 
delsbanken, a Swedish bank, has extended 
its Internet banking service to mobile de- 
vices. Using wap, the bank’s customers will 
soon be able to look up stockmarket prices, 
buy and sell shares, consult their accounts, 
transfer money and pay bills—any time, 
anywhere. Within a few months, Motorola 
will be selling war telephones in America, 
where firms such as AirTouch and Sprint pcs 
have announced new services. As wireless 
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bandwidth increases, the only limit on what 
they can do will be the size of the screens. 

Like Bluetooth, wap is supported by the 
largest firms in the business. It will work 
with any of the mobile networks across the 
world, and eventually with proprietary op- 
erating systems likely to be in smart-phone 
handsets, such as the Symbian joint ven- 
ture’s Epoc (from Psion) or Microsoft’s own 
Windows ce. In effect, war lays down the 
rules for the wireless incarnation of the web. 
Like the web, it is not owned by anyone, yet it 
is the standard everyone will follow. 


A kinder, gentler Internet 


By escaping from the desktop, the Internet 
will both escape Microsoft and become a 
bigger part of everyday life. But this will not 
be enough to deliver its promise. For that, the 
Internet must also become easier to use. 
John Patrick, a founding member of the 
World Wide Web Consortium who leads 
1BM’s efforts to create web technologies, calls 
what comes next “Natural Net”. Today’s In- 
ternet is a powerful way to communicate, 
given e-mail, instant messaging and chat- 
rooms. Even so, people cannot really work 
together over the public Internet. Again, each 
of many different technologies has a part to 
play in making collaboration feasible. And 
again, none of them holds out the prospect 
of domination in the way that the operating 
system dominates the personal computer. 






Take the infrastructure of the In- 
ternet. Videophones have failed to 
take off, and videoconferencing is 
still a minority sport, mostly because 
the Internet is still so clunky. The In- 
ternet needs more capacity, or band- 
width, both in its main backbone and 
in its connections to schools, houses 
and offices. The network must also be 
reliable, so that connections will not 
only be fast, but also available when- 
ever needed. 

Broadband technology can ex- 
ploit four channels needed for online 
discussion—text, voice, video and 
graphics. Once broadband is com- 
mon, people can work together, 
wherever they are, on anything from 
the design of a new car to a patient’s 
MRI scan. Forrester Research, a con- 
sultancy, reckons that, by 2003, live 
collaboration, now used only in one- 
off projects between companies, will 
have become as much part of the In- 
ternet as e-mail is now. 

But who will own the broadband 
connections? On the Internet back- 
bone, where there is no risk of a natu- 
ral monopoly, collaboration is al- 
ready the pattern. The backbone is 
struggling to keep pace with demand 
that at present appears to double ev- 
ery six months. Relief may come from 
the “Abilene Project”, or I2 (In- 
ternet2), as it is known. Some 150 uni- 
versities and firms such as Cisco Systems, 
Nortel, Qwest and 15M are together design- 
ing a backbone advanced enough to solve to- 
day’s Internet gridlock. 

In local connections, where the risk of 
monopoly is higher, fast connections are ar- 
riving thanks to both cable modems and pst 
(Digital Subscriber Line), a technology that 
tums traditional copper wires into fat data 
pipes. Each approach has strengths, and 
each offers “always-on” Internet connec- 
tions as much as 30 times faster than the 
speediest dial-up modems. This will hugely 
increase both the range of Internet applica- 
tions—with high-quality streamed video to 
the fore—and the convenience of gaining ac- 
cess to Internet-based services. 

The key thing is that pst and cable repre- 
sent the claims of two separate and hostile 
industries to be the standard-bearers of the 
data revolution. There is thus the promise 
both of rapid investment (after many de- 
lays) and genuine price competition. 

Not all areas are free from the threat of 
domination. This is partly because high-tech 
industries are prone to “increasing returns to 
scale” and high barriers to entry. One exam- 
ple is speech-recognition and machine- 
translation technology. This could, in Mr 
Patrick’s words, turn the Internet into a “mul- 
tilingual real-time intercom”. It will, he sug- 
gests, soon be possible to hold a conversa- 
tion in English with a friend in Tokyo who is 
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reading your words in Japanese. As speech- 
recognition algorithms improve, the spoken 
word could become the main interface to the 
network. This will be especially valuable 
with mobile devices, because it overcomes 
the limitations of a fiddly keypad and a 
screen-tapping stylus. 

Yet speech recognition depends on dic- 
tionaries of words and sounds that are huge- 
ly expensive to compile. Because most costs 
are upfront, the more software a speech-rec- 
ognition firm can sell, the lower the average 
cost for each copy. A firm that thrives in this 
area—Lemout & Hauspie, in Belgium, stands 
a good chance of doing well—will make a lot 
of money. 

However, few of the core technologies of 
the Internet are easily owned. Take the exam- 
ple of what might be called dumb data. A 
mass of information resides on millions of 
websites, but how do you turn it into some- 
thing useful? Most of it is unstructured and 
stored in a non-machine-readable form (eg, 
English), which means that it can be read 
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only by humans. Because data are dumb, 
web search-engines often fail to find a sensi- 
ble answer to queries—a page containing the 
word “Apollo” might be about mythology or 
about moon landings. Similarly, although 
companies can display online catalogues or 
details of their stock, this information means 
nothing to other computers. 

At the root of this problem is HTML, 
which defines web pages. This instructs a 
web-browser how tolay out thecontentsofa 
page, but does not tell the computer what 
the page is describing. A solution is to hand, 
in the form of an extension to HTML, called 
XML (eXtensible Markup Language). This 
adds invisible labels (called “metatags”) de- 
scribing the objects contained in the web 
page, so that computers know what they are 
dealing with. The specifications, price and 
availability of each product in an online 
store could, for example, be labelled with 
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metatags. A computer would then be able to 
compare prices across several stores and 
make a recommendation, no matter how 
much various websites differ from each oth- 
er in appearance. 

Once information “knows whatitis”, In- 
ternet searches will become faster and more 
accurate. Metatags will make it easier to ex- 
tract information from a page to suit a partic- 
ular use, or the limitations of a particular de- 
vice. In addition, xmL will help firms to 
strengthen their online business relations 
with suppliers and customers, by knitting to- 
gether business processes and software ap- 
plications both within and across compa- 
nies. 

It is inconceivable that a lingua franca 
such as xML, which allows previously in- 
compatible computing platforms to under- 
stand each other, could be owned by any- 
one. For a start, the egalitarian ethos of the 
Internet resists an authority “imposing” its 
will—cyber groups have, for example, used 
peer pressure to quell the bureaucracy that 
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manages the Internet’s domain names. Since 
no single organisation controls the Internet, 
xML could not be imposed in any case. In- 
stead, the Internet muddles through: xML 
has been on the drawing-board for several 
years, and it has won almost unanimous 
support from Internet standards bodies, 
such as the World Wide Web Consortium 
and industrial firms. Lastly, in all its ramifi- 
cations, xML is astonishingly complicated. It 
will not be complete until each industry has 
the electronic schemas that describe com- 
mon processes for each industry—and the 
world is still waiting for its various Dr John- 
sons to compile the necessary dictionaries. 


Butcan you trust it? 

And when there is no protocol to hand? The 
Internet grinds to a halt, until someone 
comes up with an answer that users feel 
comfortable with. That, at least, is what has 






happened with Internet security. 

This is essential if firms are to throw 
open their electronic doors to the world. 
Consumers are, if anything, even more wary 
over the lack of security on the Internet than 
are firms. According to Mr Patrick of 18M, e- 
commerce and business collaboration will 
take off only if several conditions are met: 
authentication (checking that someone is 
who he claims to be, or a website what it 
seems to be); authorisation (controlling ac- 
cess ina sophisticated, “granular” way );con- 
fidentiality (keeping private information 
private); integrity (ensuring that information 
has not been tampered with);and non-repu- 
diation (being sure the terms of a transaction 
are binding and legitimate). 

In theory, the solution is obvious. En- 
cryption so powerful that it cannot be bro- 
ken without mammoth computing power 
or the theft of a digital “key” from one of the 
parties to a transaction would pass all Mr 
Patrick's tests. Reality is more complicated, 
mainly because nosingle open standard pre- 
vails on the wider Internet. Various propri- 
etary systems are competing for attention, 
but no single one has taken off, because they 
are complicated and users fear that they will 
be lumbered with a particular technology. 
Whatis needed is another open protocol. 

Coming to the rescue is the px: (Public 
Key Infrastructure). By presenting “digital 
certificates”, the online equivalent of a hand- 
written signature, those who register with a 
“certification authority” will be able to use 
the public Internet to transmit data securely, 
make payments and prove that they are who 
they say they are. This will make it possible 
to check, for example, that an e-mail really 
does come from who it says it comes from. 
Certification authorities manipulate digital 
“keys” that authenticate the identity of each 
party to a networked transaction. These ser- 
vices are already on offer from firms such as 
telephone operators and banks. 


Net scope 


With a lab-full of new technologies and pro- 
tocols, the Internet is likely to overcome its 
current drawbacks and continue its march 
into every corner of modern life. No single 
technology on its own can solve the In- 
ternet’s failings. Moreover, since no single or- 
ganisation controls the Internet, every new 
protocol will have to prove its worth if it is to 
be widely adopted. Such an apparently hap- 
hazard way of doing things might seem like 
the Internet's fatal weakness. In fact, it is its 
greatest strength. 

Monopolies still occur in computing: 
they do in many industries. But, thanks to 
the nature of the Internet, they are likely in 
future to be modest, and limited in scope. 
When Bill Gates concluded that Netscape 
had to be stopped, by fair means or foul, he 
could be accused of ruthless bullying—but 
not of paranoia. 
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The wall recalled 
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Germans and other Central 
Europeans celebrated the 
tenth anniversary of the 
fall of the Berlin Wall. Prison 
sentences given to Egon Krenz, 
East Germany’s head of state 
in 1989, and to several other 
top communists who had 
overseen the shooting of 
would-be escapers to the 
West, were upheld on appeal. 


Several Russian generals said 
that if their political leaders 
told them to halt the war 
against the Russian republic of 
Chechnya, they would resign 
rather than obey. Meanwhile, 
Russian forces continued to 
advance on Grozny, Chech- 
nya’s capital, and on its sec- 
ond town, Gudermes. 


A reforming government led 

by Ion Sturza fell in Moldo- 
va, an ex-Soviet republic that 
abuts Romania. 


Aram Sarkisian succeeded his 
assassinated brother, Vazgen, 
as Armenia’s prime minister. 


France's government said it 
would face legal action 
through the European Com- 
mission rather than lift its ban 
on imports of British beef. 


Investigators for the UN war- 
crimes tribunal said they had 
dug up over 2,000 bodies in 
Kosovo, after examining 
roughly a third of 529 grave 
sites there. The tribunal’s chief 
prosecutor, Carla Del Ponte, 
said that many graves had 
been tampered with and bo- 
dies burned, so that the death 
toll will not be known. 
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Delegates from 130 left-leaning 
parties gathered in Paris for a 
congress of the Socialist In- 
ternational. Heads of gov- 
ernment from ten European 
countries attended. 


Bill Clinton said he would de- 
lay and shorten a planned trip 
to Greece, after protests there 
against NATO’s bombing cam- 
paign against Serbia, a tradi- 
tional ally of the Greeks. 


All presidents’ men 


The first-ever primary election 
for the presidential candidacy 
of Mexico’s long-ruling Insti- 
tutional Revolutionary 
Party produced a clear win- 
ner in Francisco Labastida, the 
candidate closest to President 
Ernesto Zedillo. 





Guatemala’s presidential 
election was won by Alfonso 
Portillo, representing a party 
founded by a former military 
dictator. With 48% of the vote, 
he faces a run-off next month. 


Brazil's government an- 
nounced plans to set up a 
task-force to fight organised 
crime amid concern over vio- 
lence and drug-trafficking. 


The United States Supreme 
Court rejected appeals from 
prisoners in Florida and Ne- 
braska that their 20-year stays 
on death row were “cruel 
and unusual punishment”. 


Snap vote 


The prime minister of Malay- 
sia, Mahathir Mohamad, 

called a general election, to 
be held by December 4th. His 











POLITICS THIS WEEK 


National Front coalition is ex- 
pected to win, but may not re- 
tain its two-thirds majority in 
parliament. 


An official in the state of 
Orissa, in eastern India, said 
over 7,000 people had 
drowned as a result of last 
week’s cyclone, and thousands 
more had contracted illnesses 
from polluted water. Tens of 
thousands of cattle have died. 


Talks between American and 
Chinese officials on China’s 
entry to the World Trade 
Organisation restarted in 
Beijing. 





The province of Aceh in Indo- 
nesia was promised a refer- 
endum by the country’s new 
president, Abdurrahman Wa- 
hid, after huge numbers at- 
tended a rally for indepen- 
dence. The president also said 
he would woo back ethnic- 
Chinese businessmen who 
had fled, with their money, 
during the past two years. 


The Sri Lankan army suf- 
fered its worst defeat by the 
separatist Tamil Tigers. Several 
thousand people fled from the 
northern battleground. An op- 
position leader, Ranil Wickre- 
mesinghe, said the govern- 
ment’s military approach had 
failed and called for talks with 
the rebels instead. 


Nawaz Sharif, prime minister 
of Pakistan until ousted in a 
coup last month, was accused 
of “serious crimes” by the 

country’s new military rulers. 


Australians voted in a referen- 
dum to keep the queen as 
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head of state. The country also 
won the rugby World Cup. 


Hard talking 








Despite the dismantling of 
some mini-settlements and the 
explosion of some pipe- 
bombs, Israelis and Palestin- 
ians finally began talks on a 
long-term peace at Ramal- 
lah, in the West Bank. They 
seek a framework agreement 
by mid-February, and a final 
agreement by September. 


Turning a corner towards po- 
litical liberalisation, Morocco’s 
King Mohammed sacked 
Driss Basri, the country’s all- 
powerful interior minister for 
the past 20 years. 


The government of Tunisia 
let go several hundred politi- 
cal prisoners, the largest re- 
lease since the crackdown on 
Islamist activists and sympa- 
thisers in the early 1990s. 


Iraq and Yugoslavia, two 
countries subject to interna- 
tional sanctions, signed a deal 
for economic co-operation. 


The fragile ceasefire in Congo 
came under threat when two 
rebel groups accused the gov- 
ernment of attacking their po- 
sitions. The rebels spoke of a 
return to war. 


The trial began of 20 opposi- 
tion members in Côte 
d’Ivoire. They had been ar- 
rested for demonstrating in 
support of their leader, Alas- 
sane Ouattara, who may be 
banned from next year’s presi- 
dential election on disputed 
grounds of nationality. 
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Day in court 











Microsoft is officially a mo- 
nopolist. The judge in the 
American government's anti- 
trust trial of the software be- 
hemoth ruled not only that it 
used its monopoly power to 
stifle competition and innova- 
tion in the computer industry, 
but also that Microsofts busi- 
ness practices during the 1990s 
harmed consumers. Shares in 
the company barely budged, 
however. 


A Delaware court ordered the 
top three managers at Com- 
puter Associates, an Ameri- 
can software firm, to give back 
share options worth more 
than $550m. Shareholders had 
sued the company, arguing 
that it had issued to the exec- 
utives 9.5m more shares than 
it was permitted to do. 


Britain’s Vodafone Air- 
Touch, the world’s biggest 
mobile-phone operator, is 
mulling a hostile bid for Ger- 
many’s Mannesmann. The 
price would exceed $100 bil- 
lion. Vodafone would have to 
dispose of Orange, another 
British mobile-phone operator 
that is being acquired by Man- 
nesmann. Helpfully, France 
Telecom stepped in to make 
clear its interest in buying 
Orange. 


Keeping investors guessing, 
Deutsche Telekom said it 
would sell 35% of its cable tele- 
vision network and float an- 
other 40% on the stockmarket. 
Last year it had offered to sell 
a three-quarters stake in nine 
regional cable companies. The 
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cable network could pass by 
70% of German. households, 

and make possible the intro- 
duction of new. Internet and 
telephone services. 


Cable & Wireless, a sleepy 
British telecoms firm, reported 
a 39% fall in underlying first- 
half profits, largely thanks to 
the group's troubles in Hong 
Kong. 


Yankees are coming 


Nasdaq, the highly successful 
American electronic stock ex- 
change, announced plans to 
create a European exchange 
by the end of 2000. Nasdaq, 
by some measures the biggest 
stockmarket in the world, lists 
such high-tech darlings as Mi- 
crosoft and Intel. 


Ford announced the launch 
of its two-seater electric car, 
called Think, to be built in 
Norway. The car will be sold 
first in Scandinavia, and then 
in the rest of Western Europe. 
The company may offer a ver- 
sion for sale in America. 


Wal-Mart warned investors 
that fear surrounding the mil- 
lennium bug may cause con- 
sumers to spend less at its 
shops in January 2000. The 
company also said that 


. growth would be slower in 


the fourth quarter thanks to 
intensifying competition. 


Japan’s keiretsu may be a 
dying breed. Nissan and its 
two biggest bankers, Fuji and 
Industrial Bank of Japan, will 
sell their stakes in each other 


| as part of Nissan’s restructur- 
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ing under Carlos Ghosn, its 
new chief operating officer. 


| Such cross-shareholdings have 


long been at the heart of Ja- 
pan’s cosy keiretsu. system. 


Japan’s government unveiled 


| yet another fiscal-stimulus 


package, worth ¥:8 trillion 
($171 billion). The markets were 
unimpressed; both the yen 
and the Nikkei closed lower. 
Japan’s budget deficit is ex- 
pected once again to be some 
10% of Gpr this year. 


Share hunger 


The organisers of America’s 
biggest-ever initial public of- 
fering, for United Parcel 


Service, an American package | 


delivery company, raised the 
price of the shares in the flota- 
tion after strong demand. Even 
so, the shares rose by over 36% 
on the first day. The markets’ 
enthusiasm for the 1po owed 
much to ups’s role in e-com- 
merce, since it delivers many 


| goods sold over the Internet. 


Monsanto was reported to 
be in talks with Novartis over 
the sale of all or part of its 
business. Investors and ana- 
lysts have put pressure on the 
American biotechnology and 
drug firm over its flagging 
share price. Celltech Chiro- 
science, a British biotechnol- 
ogy firm, is to buy Medeva—a 
troubled rival British firm—for 
£563m ($916m). Two recent 
mergers planned by Medeva 
have fallen through. 


HSBC trimmed the amount it 
will pay for Republic, an 
American bank, by $450m be- 
cause of possible losses from a 
recent scandal. The price cut 
will be borne by Edmond 
Safra, Republic’s largest 
shareholder. Mr Safra said he 
had offered to accept a lower 
price to ensure a speedy clo- 
sure of the merger. 


The race for NatWest is heat- 


| ing up, as Royal Bank of 
| Scotland notified regulators 
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that it might put in a bid for 
the London bank. Royal Bank 
has until December 3rd to 


| take a final decision. Mean- 
while, NatWest is still trying to 


fend off a hostile bid from 
Bank of Scotland, and oth- 
er potential bidders are 
thought to be preparing offers. 


That sinking feeling 








British Airways announced 
a 77% fall in underlying pro- 
fits, blaming intense competi- 
tion on North Atlantic routes. 
The airline decided to main- 
tain its dividend, arguing that 
its strategy of trimming capac- 
ity and focusing on premium- 
price passengers was begin- 
ning to work. 


British Midland confirmed 
that Germany’s Lufthansa had 
acquired a 20% stake in the 
British airline for £91m 
($149m). This puts the carrier 
on course to join the Star Alli- 


| ance, the world’s biggest air- 


line grouping. The airline, sec- 
ond only to British Airways in 
the number of landing slots at 
Heathrow Airport in London, 
also announced that it was 
considering a stockmarket flo- 
tation. 


Warner-Lambert, in re- 
sponse to Pfizer’s unfriendly 
bid for the company, threat- 
ened to withdraw from the 
two companies’ marketing 
agreement for Lipitor, its high- 
ly successful cholesterol drug. 


Airbus gains and the airline 
downturn are causing Boeing 
to cut production of its 757 
and 767 models by up to 20%. 











| 


27 





You've found something you love. Don't let money get in the way. 


Rabo Robeco Bank. Because if your money is always 


working you can afford to stop. 


At heart, Rabo Robeco Bank is committed to the single- This process, called structured portfolio advice, is a 
minded pursuit of reliable performance through investment practical and proven yet personal guide to asset 
in the world markets. Over the past 10 years) allocation. 

For example, if you had invested US$25,000 Robeco N.V. has Taking into account your views on risk and 
in the Robeco Group’s flagship equity company averaged a return reward, you can develop the portfolio that 
Robeco N.V. at the end of June 1989, 10 years in USS of 13,7% suits your needs. How much involvement you 
later it would be worth US$90,550. seek from the Bank is up to you. 

It’s this kind of performance, year after year, that has All you have to do to take advantage is contact us. By 
made the Robeco Group one of the most respected invest- phone, fax, e-mail and post, or if you prefer, in person, 


we set Out to meet your needs, cost effectively. 
Call us today in Zurich on (41) 1-201 28 28 or 
Geneva on (41) 22-939 01 39. After all, money should 
never stop working, even if you decide to. 

£ 


ment houses in Europe with assets of over US$95 billion. 








There’s no secret to our investment management or 
to our success. We use tried-and-trusted investment 
methods to meet your individual objectives. 


Respond today and get your money to work. 


To the Manager, Rabo Robeco Bank (Switzerland) Ltd., 

16 chemin des Coquelicots, Case Postale, CH-1215 Geneva 15, Switzerland. Fax: (41) 22-341 13 92 

or Brandschenkestrasse 41, Postfach, CH-8039 Zurich, Switzerland. Fax: (41) 1-201 28 08 Reference: C EC A 45 99 (Please quote the reference.) 

e-mail: info@raborobecobank.ch 

O Yes, I would like to know more about Rabo Robeco Bank. Please send me information about how you work and how to gain access to this world 
of opportunity. In English O German O Dutch O French O (Tick appropriate box.) 


Mr/Mrs/Miss/Ms* Surname and Initials Year of Birth 
Profession Street 

Town Postcode Country 

Telephone: daytime/evening® Country Code Area Code Number 


Delete as appropriate 


ee Cage eR OT TE ae oe N aE Rabo Robeco Bank ___...............__...................4 


Private banking 


ASIA 


China’s worried boss 


BEIJING 


Zhu Rongji needs a success as the world trade talks reopen 


66 PREPARE 100 coffins,” Zhu Rongji is 
said to have joked on one occasion. 
“Ninety-nine for my enemies and one for 
myself.” Rumours are swirling afresh, in Beij- 
ing and in the China-watching press in Hong 
Kong, that the prime minister is about to be 
laid in his. Blunt, impatient and uncorrupt, 
Mr Zhu, who is 71, has made plenty of ene- 
mies inside the Communist Party and, since 
he heads no faction in a notoriously faction- 
ridden system, few friends. In the West, on 
the other hand, he is often seen, albeit naive- 
ly, as China’s saviour, perhaps the only man 
capable of cleaning up the mess of the main- 
land’s state sector and setting China’s econ- 
omy on the path of sounder, more normal 
growth. “China’s Gorbachev”, the prime 
minister is sometimes called, a description 
he is likely to think of more as a curse. His 
nickname, the Boss, may be more accept- 
able, although itis less heard these days. 

Mr Zhu’s cosmopolitanism is the proxi- 
mate cause of his problems at home. The 
party’s dourer wing has been able to attack 
him ever since President Jiang Zemin sent 
him on a state visit last April to Washington. 
The stakes, he knew, were high. He had to 
bring back the prize of China’s membership 
into the World Trade Organisation, the wro, 
and to do so he laid before the Clinton ad- 
ministration a raft of, by Chinese standards, 
quite breath-taking concessions. Two hu- 
miliations followed: the administration 
showed Mr Zhu’s hand by publishing the de- 
tails of the concessions on the Internet. No 
great matter, perhaps, if a deal was about to 
be sealed. But Bill Clinton then vetoed the 
concessions as being insufficient. The ad- 
ministration now admits this was a blunder. 

The knives back home, therefore, were 
already being sharpened against Mr Zhu, 
and they were flourished when American 
aircraft, on a mission for NATO, bombed the 
Chinese embassy in Belgrade, apparently by 
mistake, Mr Zhu became the scapegoat for 
humiliating China before American “hege- 
monistic” power. Some old hardliners sug- 
gested Mr Zhu should be tried for treason for 
offering too many trade concessions, nota- 
bly in the field of telecoms, finance and re- 
form of the socialist state sector. 

A milder variant of this criticism ques- 
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tioned the constitutionality of Mr Zhu’s 
economic policies: the constitution, after all, 
still emphasises the principle of Chinese 
self-reliance. Few western diplomats or Chi- 
nese officials who speak frankly to western 
journalists doubt the rumour that Mr Zhu, 
embattled, has twice offered President Jiang 
his resignation in the past six months. A 
third offer,and Mr Jiang’s acceptance, is pos- 
sible, but unlikely. It will be hard for Mr Jiang 
toclaim that the collective leadership is uni- 
fied if he gets rid of his prime minister, Chi- 
na’s most popular politician. 

Most of those commentators who are 
writing Mr Zhu off therefore argue that he 
will stay on, nominally as prime minister, 
but as a spent force to be quietly dispatched 
later, perhaps in 2003 when his term as 
prime minister comes up for renewal. As itis, 
these commentators argue, Mr Zhu has lost 
control of important areas of economic poli- 
cy, particularly since the last plenum of the 
Communist Party’s central committee, in 
September. President Jiang, for instance, has 
taken over responsibility for wro negotia- 
tions. Other leaders have gained at Mr Zhu’s 
expense, notably two deputy prime minis- 


ters, Wu Bangguo, responsible for state-sec- 
tor reform, and Wen Jiabao, who looks after 
agriculture. Commentators have also noted 
that Mr Zhu has not been abroad since April. 
On the other hand, Mr Jiang and Mr Zhu’s 
predecessor as prime minister, Li Peng, have 
rarely been out of the international spotlight. 
The underlying assumption, that Mr Zhu has 
lost his power, is nevertheless a questionable 
one. It exaggerates the degree to which one 
individual in China’s collective decision- 
making can ever make, and execute, policy. 
Mr Zhu was always just one voice, albeit a 
forceful one, among several. 

The assumption also exaggerates the de- 
gree to which Mr Zhu’s policies are different 
from the rest of the leadership's. In particu- 
lar, Mr Jiang’s oversight of the wro negotia- 
tions—he pressed Mr Clinton in Auckland 
this autumn for American approval—is 
surely a vindication of Mr Zhu’s espousal of 
membership, not a reversal of policy. Mr 
Zhu will be further vindicated if China is ad- 
mitted, even if the negotiations are steered 
by Mr Jiang, as Mr Zhu is the leader most 
identified with China’s desire for entry. The 
momentum for membership seemed again 
to be building this week when Charlene Bar- 
shefsky, America’s trade ambassador, re- 
turned to Beijing for urgent talks, which 
started on November 10th (see page 80). 

The argument that Mr Zhu has lost pow- 
er also underplays the degree to which the 
prime minister's popular support matters, 
even to an authoritarian government. It can- 
notafford a political martyr, particularly one 
with a blunt choice of words. Li Peng, Zhu 








Zhu being popular 
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Rongji’s most likely nemesis, can hardly 
pounce. He is associated with scandals and 
poor building work at his pet project, the gi- 
ant Three Gorges dam, and his family is 
tainted by rumours of corruption. Mr Zhu is 
at a low point, certainly, but his condition 
does not yet look terminal. 

What can be said with safety, then, 
about Mr Zhu’s changed circumstances? At 
the very least, that he will have to choose his 
reform agenda more selectively. When he 
became prime minister 20 months ago, Mr 
Zhu squandered political capital by tackling 
too many reforms at once: restructuring state 
industry, cleaning up the financial system, 
kicking the army out of business, getting peo- 
ple to pay more for housing, education and 
health, and shrinking the central govern- 
ment by half, with provincial governments 
to follow. 


Firing from the hip 


No wonder Mr Zhu used to rail that, when he 
issued orders, people lower down ignored 
them. Mr Zhu, in other words, fired from the 
hip in all directions. It is remarkable how of- 
ten he found his mark. The army is now 
largely out of business. There has been a 
huge change in the attitudes of Chinese 
banks, which no longer feel compelled to 
lend to provincial governments’ pet projects. 
The managers of failing state enterprises still 
grumble about the central government's dis- 
ciplines. Reforms in housing and education 
have begun, albeit unevenly. 

Mr Zhu will henceforth have to show 
more patience. As government policies have 
generated pain, so resistance to them has 
deepened. For instance, those who lost their 
jobs as the government retrenched are not 
the only ones aggrieved. Those whosurvived 
find their workload doubled, and the survi- 
vors are better able to resist further initia- 
tives that hurt their interests. As for state-sec- 
tor reforms, Mr Zhu said in March 1998 that 
they had to be completed in three years. The 
last party plenum quietly pushed that date 
back to 2010. 

Mr Zhu’s fortunes hang, perhaps more 
than anything, on economic recovery. They 
fell, after all, when the pain generated by 
government policies, notably among the 
millions of Chinese laid off by state enter- 
prises, were not alleviated by robust growth. 
Now, there are the early shoots of a cyclical 
recovery which, if sustained, could restore 
Mr Zhu’s reputation and influence. At that 
point, western observers will need to be 
careful they do not misjudge matters again. 

If Mr Zhu survives, his image as “China's 
saviour” will be enhanced. It will be well, 
then, to remember the ways in which Mr 
Zhu, in many ways an admirable man, is not 
different from his colleagues. He does not be- 
lieve in free choice and unfettered markets. 
He does not believe in the privatisation of 
the biggest, “strategic” enterprises—a policy 
state newspapers say would be “suicidal” for 
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the economy and the party—but pins his 
faith, like the other social engineers who run 
China, in “scientific management” to reform 
adominant state sector. He does not believe, 
as far as is known, that the crackdown on the 
Falun Gong is too harsh. He does not believe 
that Taiwan has the right to determine its 


own future. He is, in other words, a product 
of the Communist bureaucracy, albeit an 
original one for being decisive. But if you be- 
lieve that China’s root problems lie with the 
Communist Party itself, and with its prim- 
ary goal of staying in power, then Zhu Rongji 
will never be your man. 

— 








Indonesia 


An Asian Balkans? 


BANDA ACEH 


Independence for Aceh could trigger a break-up of the island nation 


HE euphoria which greeted the election 

of Indonesia’s first democratic govern- 
mentin nearly halfa century has been short- 
lived. The new administration of President 
Abdurrahman Wahid is grappling with 
some daunting challenges, none greater than 
that of holding this unwieldy island nation 
together without resorting to the strong-arm 
tactics of the old Suharto regime. Several 
provinces have already thrown down the 
gauntlet to the government in Jakarta, de- 
manding greater autonomy, something the 
government says it is working on. But the 
challenge from the province of Aceh for in- 
dependence is a lot more serious. 

More than 100,000 demonstrators gath- 
ered in the provincial capital, Banda Aceh, 
this week for what they described as a Gen- 
eral Assembly of the Acehnese People. They 
were demanding a referendum on indepen- 
dence from Indonesia, similar to the one 
granted to the people of East Timor in Au- 
gust. It was an impressively organised rally, 
involving students, community leaders and 
Muslim clerics. They gave the government 
until December to agree to a referendum; 
otherwise, they said, they would unilaterally 
declare their independence. 








Ow lee 
They devoutly want independence 





The Acehnese argue that they have good 
reason to mistrust any promises of greater 
self-rule made by Jakarta. Between 1989 and 
1998, the province was put under military 
rule, during which special army units waged 
a brutal campaign against the separatist Free 
Aceh Movement. Human-rights groups 
have documented hundreds of cases of rape, 
torture and summary execution. More than 
2,000 people are thought to have died at the 
hands of the soldiers. Today the province is 
dotted with “villages of widows”, where 
many men have disappeared. 

When military rule was lifted last year, 
popular anger against Indonesia flared upin 
the form of mass rallies in support of a refer- 
endum, and attacks on the security forces by 
an increasingly well-armed rebel move- 
ment. As a result, the army has again tried to 
crack down this year, in the process killing 
more civilians. Unlike East Timor, devoutly 
Islamic Aceh evokes much sympathy in the 
rest of Indonesia, and there is strong public 
pressure on the new government to find a 
peaceful resolution to the conflict. 

Sympathetic or not, however, few Indo- 
nesians want that solution to go as far as let- 
ting the province leave altogether. Apart 
from the fact that resource-rich Aceh con- 
tributes a large share of the government's 
revenues, many Indonesians believe that al- 
lowing it the opportunity to break away 
would encourage other restless provinces, 
setting off the Balkanisation of the country. 
Indonesia, it is argued, is an artificial con- 
struct, with a bewildering collection of lan- 
guages, religions and ethnic groups whose 
only common denominator is that the jig- 
saw once made up the Dutch East Indies. 
Once bits start dropping off, the very idea of 
Indonesia begins to collapse. East Timor, a 
former Portuguese colony that was annexed 
in 1976, can be dismissed as an aberration. 

Now President Wahid has muddied the 
waters by saying that Aceh has the same 
right to a referendum as East Timor. He has 
thrown in a few qualifications, notably that 
the matter cannot be rushed. But judging by 
the flurry of comments from other officials, 
and in particular from military officers, that 
a referendum is nota good idea, government 
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policy towards Aceh appears to be in disar- 
ray. Itcannot afford to be for much longer. 
There is little appetite for compromise 
among the hardline pro-independence 
activists in Aceh, but some moderates in the 
province do privately concede that the cen- 
tral government is unlikely to allow them in- 
dependence. They argue that talks must start 





soon between President Wahid and 
representatives of the separatist 
movement, including the exiled 
leader of the Free Aceh Movement, 
Hasan Tiro, who lives in Sweden. But 
before that can happen, the govern- 
ment will have to calculate what 
kind of self-rule it can offer Aceh,and 
whether this would differ from the 
autonomy options being considered 
for other provinces. 

It must also decide which Aceh- 
nese leaders will be able to sell acom- 
promise to the people. Bringing senior mili- 
tary officers to justice for past atrocities 
would almost certainly have to be part of the 
deal. So far little work has been done on any 
of these issues. Meanwhile, the momentum 
behind the referendum campaign is build- 
ing, putting the people of Aceh on a collision 
course with the government in Jakarta. 

__. ae 





Pakistan 


Put them in irons 


KARACHI 


HEnewruler of Pakistan, General Pervez 

Musharraf, will not set a deadline for re- 
storing democracy. But he has set another 
that many Pakistanis care more about: by 
November 16th, defaulters on bank loans are 
to pay part of what they owe and submit toa 
timetable for paying the rest. Those who fail 
face arrest. With this ultimatum, the new re- 
gime intends to show its resolve to punish 
former leaders and their cronies, who, 
among other misdeeds, helped themselves 
toloans they never meant to repay. 

That would forestall criticism of General 
Musharraf's absolute, open-ended rule and 
help him enact more controversial reforms. 
But the implications are broader than that. 
Handled properly, the crackdown on defaul- 
ters could help shift the economic system 
from one based on corruption and favours to 
one based on profits and law. It could also 
lead to the rehabilitation of honourable de- 
faulters and restore confidence among in- 
vestors. Achieving all this will take deft man- 
agement from General Musharraf’s new 
government. The government puts the total 
amount of bad loans at 211 
billion rupees ($4 billion). A 
senior banker says the true 
total is much higher: 350 bil- 
lion rupees, or about 40% of 
the banks’ loans. 

Half of that, at best, is 
likely to be recoverable, 
guesses a Karachi banker, 
who asks not to be named. 
“Pakistan’s biggest defaul- 
ters had no scruples,” adds 
Yasin Lakhani, chairman of 
the Karachi Stock Ex- 
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The debt collector 





change. He wants them dealt with by “ruth- 
less arrests”, In theory, that should not be 
difficult. Central-bank officials estimate that 
just 322 families owe 70% of the money. Nab 
them, and you can start collecting their as- 
sets. In practice, these “urban feudals” and 
others are adept at hiding their wealth 
abroad. Some reportedly fled the country 
after the military coup on October 12th. 

Other bankers in Karachi say millions of 
dollars left Pakistan in the days before last 
year’s nuclear tests, which led to sanctions 
and a slide in the rupee’s value. When de- 
faulters’ property can be traced inside Paki- 
stan, it often turns out that the country’s two- 
year-long recession has reduced its value. 
Borrowers are sure to use the legal system to 
stop banks from foreclosing. Low loan re- 
coveries would hurt the banks, some of 
which have inadequate provision against 
losses. 

Most Pakistanis care more about retribu- 
tion against fat cats from former regimes. 
They may get some of that now that Nawaz 
Sharif, the ousted prime minister, is to be put 
on trial. But soon after the 
debt-repayment deadline 
passes, they will be expect- 
ing to see prominent debt- 
ors in irons. 

Yet rough justice alone 
will not restore integrity to 
the financial system. Notall 
defaulters are sinners. The 
banker reckons only 25-30% 
of the money is owed by 
“protected species”, people 
whoused their connections 
to earlier regimes to avoid 
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repaying. Others put the figure higher. The 
rest is owed by honest victims of economic 
circumstance. To persecute them along with 
malicious defaulters would serve neither 
justice nor the economy. 

That poses a dilemma. Businessmen are 
urging banks to distinguish between inno- 
cent and guilty defaulters. “It’s simple,” says 
one Karachi businessman who is pushing 
the idea. “Wilful would have been blatant, 
while ‘unwilful’ means that you were forced 
by hard-pressed economic circumstances.” 
Bankers worry that such vague distinctions 
would give undeserving debtors places on 
the innocents’ queue. One solution might be 
to have clearer guidance on the question of 
leniency—for example, to give banks the 
right to foreclose on mortgaged property 
without going to court. 

For all its bluster, the government has yet 
to decide how to deal with the miscreants. 
There is talk of special courts to mete out 
speedy justice and give punishments the 
sanction of law. It is too early to judge whe- 
ther General Musharraf's new team is tough 
enough and principled enough to sort out 
Pakistan’s banking mess. The new finance 
minister, a former top executive at Citibank, 
part of the world’s biggest financial group, 
was sworn in only on November 6th, along 
with the rest of the cabinet. But some things 
have improved already. Bankers involved in 
debt collection no longer fear for their lives, 
as they did during the tenure of Mr Sharif. 
The new government “displays much more 
will” to tackle the problem, says the anony- 
mous banker. But he notes that among the 
big defaulters are a few connected with the 
last military regime of Zia ul Haq, which end- 
ed in 1988. How General Musharraf handles 
these characters, he says, will be the “true 
test” of its commitment to justice. 

= s 





Sri Lanka 


Four terrible 
days 


COLOMBO 


UST what happened in four days of fight- 

ing between the Tamil Tigers and the Sri 

Lankan army last week? No journalists are 
allowed in the Vanni region, where the fight- 
ing took place, except on conducted tours. 
All reports of war have to be submitted to a 
government censor. Even so, enough reliable 
information has emerged to suggest that the 
army suffered its worst defeat in the 16 years 
since the Tigers started fighting for a separate 
homeland for Sri Lanka’s Tamil minority in 
the north and east of the island. 

Nine military camps and over 1,200 
square kilometres (460 square miles) of terri- 
tory fell to the Tigers. Casualties on both 
sides have been high. The Tigers claim to 
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have killed more than 1,000 


shore up defences at Vavu- 


0 K 100 
soldiers. This figure seems Ar A j niya, only 220km (136 
to be much too high, but the Bt i Sli rs Ba miles) from the capital, 
army’s figure of 101 may be if Peninsula Colombo. 
too low. It acknowledges l The Tiger offensive has 


743 wounded and 122 miss- 
ing. There have been many |7 
desertions. The Tigers say |* 
19 of their fighters have 
been killed. The Red Cross 
notes in a statement that in 
past fighting there have 
been few prisoners taken 
by either side. 

The army has set up a 
court of inquiry to find out 
what went wrong. It is clear 
that the government's aim 
of establishing a safe land 
route to the Jaffna peninsula has been 
thwarted: among its losses is Mankulam, a 
town on a road to the north that it captured 
last year. Its purpose now seems to be to sur- 
vive as a disciplined fighting force. By Nov- 
ember 7th, reinforcements had arrived to 
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come at the worst possible 
time for President Chan- 
drika Kumaratunga, who 
has called a presidential 
election for December 21st. 
Mrs Kumaratunga was 
elected in 1994 partly on a 
promise to end the civil 
war. She believed she 
could bring peace to the is- 
land by offering the Tamils 
generous autonomy in the 
north-east, but the Tigers’ 
leader, Velupillai Prabhak- 
aran, appears unwavering in his demand for 
a separate state. 

The army persuaded her that it could 
end the Tiger problem militarily. The presi- 
dent can thus make a case that she has done 
her best, but her best may not be good 





enough in the eyes of the voters. Her People’s 
Alliance, which has a majority of only one 
vote in parliament, is divided over what pol- 
icy to follow, and its members will them- 
selves have to face an election next year. 

Mrs Kumaratunga has sought to take 
politics out of the campaign by writing to her 
main rival for the presidency, Ranil Wickre- 
mesinghe, to say that she will again open dis- 
cussions with the Tigers “as soon as it is prac- 
tically possible to do so”. Mr Wickrem- 
esinghe claims that his United National 
Party has a better chance of negotiating 
peace. Perhaps the voters will believe him, 
but it is far from clear that they should. The 
two candidates have much in common, be- 
lieving in a democratic state based on a free- 
market economy. It is difficult to imagine ei- 
ther of them coming anywhere near to agree- 
ing to Mr Prabhakaran’s demand for a 
separate, one-party, state on this small is- 
land. Sadly for Sri Lanka, only the army is sin- 
gle-minded about what todo with the Tigers. 
And itis not doing at all well. 
= 
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SYDNEY 


OURS after Australians had voted not 

toditch their constitutional links with 
Britain’s Queen Elizabeth and becomea re- 
public, the queen issued a statement. She 
“respected and accepted” the result. But 
she also noted, “For some while, it has been 
clear that many Australians have wanted 
constitutional change. Much of the debate 
has been about what that change should 
be.” So if anyone was in doubt about what 
the result actually meant, the queen herself 
was not among them. 

The referendum on November 6th had 
asked the voters if they wanted the queen 
and her Australian representative, the gov- 
ernor-general, replaced by a presi- 
dent elected by the federal parlia- 
ment. Over 45% of Australians said 
Yes, almost 55% No. The vote ensures 
that the monarchy, which was in- 
troduced in 1788 with the first British 
settlers, will endure for a bit longer. 

Yet, despite appearances, it was 
hardly a ringing endorsement. 
Opinion polls suggest most Austra- 
lians are republicans: one poll be- 
fore the referendum suggested that 
only 9% wanted the queen to con- 
tinue as their head of state. Their 
trouble is that they cannot agree on 
what sort of republic they would 
like Australia to become. All that is 
plain is that most do not want the 
version offered last Saturday which 
was successfully protrayed as a 
“politicians’ republic”. They seem to 





Was it the chardonnay? 


_ Australia mislays its republic 


wanta direct vote on the president. 
Curiously, one loser from the episode 
could be the prime minister, John Howard. 
Asa declared monarchist, he set up the ref- 
erendum only reluctantly, and did nothing 
to engage the country in debate. He is now 
being blamed by many republicans for an 
outcome that seems to perpetuate an un- 
popular status quo for some time. Chang- 
ing Australia’s 1901 constitution is hard, 
even when both sides of politics support 
the question at hand: only eight out of 42 
proposals have ever been passed. And Mr 
Howard's tactics may have alienated even 
some conservatives: his own inner-Sydney 
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seat approved the republic by 55%. 

Mr Howard received another, more 
personal rebuff. The voters rejected, in the 
same referendum, a new preamble for the 
constitution written by him which would 
have given constitutional recognition toin- | 
digenous Australians for the first time. 

What now? Mr Howard would like to 
see the republican issue buried. That is un- 
likely. His own Liberal Party is split. Some 
of his senior ministers are ardent republi- 
cans, and have interpreted the referendum 
as Round One rather than the end. Kim 
Beazley, the leader of the opposition, has 
said that if his Labor Party wins the 2001 
general election he will hold a plebiscite on 
the simple issue of monarchy versus re- 
public; that would be followed by another 
referendum on some specific changes to 
the constitution. 

Even Mr Beazley, however, will 
have to tread carefully. Last Satur- 
day’s vote showed a sharp split 
among his party's traditional sup- 
porters. The pro-status-quo vote 
held sway in working-class Labor 
seats and in rural Australia. It under- 
lined a wider political division be- 
tween rich, educated, city Austra- 
lians and the rural poor, and 
suggested that the tag “chardonnay 
republicans” used by the monar- 
chists may not have been far off the 
mark, A Sydney radio station has 
now launched a debate to find a 
name for the head of state in an Aus- 
tralian republic. Among the main 
contenders: “boss cocky” (a supe- 
rior outback farmer) and “chief 
chardonnay drinker”. 
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A lesson in how to count 


LOS ANGELES 


The battle over whether a Latino civil servant should keep his job shows that a 
new political class is coming of age in America’s south-west 


IKE so much in Los Angeles, the city’s 
school administration stretches a long 
way.Some 719,000 children between the ages 
of five and 18 attend the 790 schools that fall 
within the Los Angeles Unified School Dis- 
trict, and 205,000 adults take classes under its 
auspices. Its annual budget is $7 billion. Nat- 
urally, when things go wrong, that too hap- 
pens on a spectacular scale. 

The recent battle for control of the school 
district between forces loyal to the mayor of 
Los Angeles, Richard Riordan, and those 
who support Ruben Zacarias, the education- 
al administrator who has run it for the past 
two years, resembles struggles over educa- 
tion in other big American cities. Reformist 
mayors, such as Richard Daley in Chicago 
and Rudy Giuliani in New York, see im- 
proved schools as the key to luring middle- 
class families back into their cities. And they 
are right. Parents have become demoralised 
by the bad academic performance of many 
big-city public schools—arithmetic and 
reading levels below the national averages, 
drop-out rates above them—as well as by vi- 
olence in the classrooms, run-down build- 
ings and a lack of modern equipment. 

To deal with these problems means 
wrestling for more control over how the 
schools are run. This generally involves con- 
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fronting a bureaucracy grown vast by con- 
suming a disproportionate share of the huge 
budget it administers. 

Mr Daley won control of Chicago's 
schools by striking a deal with his Republi- 
can opponents in the state legislature that 
enabled him to set about sacking bad teach- 
ers, insist on pupils completing academic re- 
quirements before going up to the next class, 
and thin out the bureaucracy enough to get 
the schools back in the black. In New York, 
after several years in which he was content 
to leave the school board under the control 
of a friend of his, Mr Giuliani has stepped in 
with proposals to introduce vouchers that 
parents can use to pay for sending their chil- 
dren to schools other than the one nearest to 
home (a scheme that has gone down well in 
Milwaukee and other cities), to abolish ten- 
ure for head teachers, and to start a system of 
merit pay for teachers. 

In Los Angeles, a city whose founders 
looked warily at the political machines 
which dominated older cities back east 
when they drew up its charter, the mayor 
has less direct control of government. So Mr 
Riordan, a Republican at the head of a large- 
ly Democratic city, reached for his consider- 
able wallet to compensate for his relative 
lack of influence over the school system. This 


is run by a superintendent—Mr Zacarias— 
and overseen by a seven-person board. In 
the school board election last June Mr Rior- 
dan drew on his own money and that of his 
circle of wealthy friends to back four candi- 
dates, one an existing board-member and 
the other three newcomers, with the aim of 
getting a majority who shared his impa- 
tience with the state of the schools. 

Mr Zacarias had made some improve- 
ments; on average, the district’s schools had 
raised their test scores by two percentage 
points in each of his first two years, in line 
with a promise he had made on assuming of- 
fice, and 65 of the 100 worst performers, 
which he had himself visited, had raised at- 
tendances. But progress was slow, and wor- 
ries about the inadequacy of the system's in- 
frastructure were heightened by a scandal 
over a new school being built west of down- 
town LA, in an area desperately short of 
classrooms. 

After wasting years arguing over one 
promising site that Donald Trump, a hote- 
lier, also wanted to develop, the school dis- 
trict had taken over a disused oilfield and 
started to put up a school on it. When $100m 
had been spent, a damning 3,000-page re- 
port revealed the site to be the source of va- 
rious poisonous oozes and gases and quite 
possibly unsafe for occupation. 

Once installed, the new board out- 
flanked Mr Zacarias by creating a new posi- 
tion—chief executive officer—theoretically 
under him, but to which in fact all the other 
posts in the administration now reported. 
This in effect severed the superintendent's 
links to his organisation. In a closed meeting 
last month the board voted, four to three, to 
appoint to the post Howard Miller, a proper- 
ty lawyer who has had little contact with the 
school district since he was ousted from a 
seat on the board in 1979. 

Once the school-board battle had be- 
come a proxy for city-government power 
games, the opportunists jumped in. Seizing 
on Mr Zacarias’s Hispanic origins, a group of 
protesters declared the clandestine ouster 
meeting (although its secrecy followed the 
pattern set under Mr Zacarias) to be an act of 
racial disrespect in a district in which nearly 
70% of the school population is Latino. 
About 400 people marched outside the 
school-district building to demand that Mr 
Zacarias have his full powers restored. 

It sounded like a racial protest. Yet ac- 
cording to Gregory Rodriguez, of the Pepper- 
dine Institute for Public Policy, the most ap- 
propriate historical comparison is not with 
the confrontational politics of the 1960s, 
which sprang out of the squashing of racial 
minorities. It is with the urban constituency- 
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building politics of earlier in the century. 

Atthat time various groups, above all the 
Irish, built up party machines that were to 
dominate the political life of cities like New 
York, Chicago and Boston for much of the 
century. They did so not just to ensure jobs 
for the boys but chiefly because their num- 
bers were large enough to achieve political 
control by voting as a block. Latinos will be- 
come the biggest group within the popula- 
tion of southern California by 2010. Far from 
attacking the establishment, on this argu- 
ment, they are now jostling to make sure 
they make up a key part of it. Latino politi- 
cians in Los Angeles are laying claim to 
chunks of the political landscape. The com- 
ing demographic majority, in short, is prac- 
tising what Mr Rodriguez calls establish- 
mentarian politics. 

Keeping the process cool, and avoiding 
the violent flare-ups of which Los Angeles is 
so memorably capable, will not be easy. But 
the latest test seems to have been passed. A 
compromise has been arranged that saves 
face for Mr Zacarias while satisfying the re- 
formers’ desire for change. 

The board will pay off Mr Zacarias with 
$750,000—two-thirds of it the salary he 
would have been paid had he stayed to the 


end of his tenure in June 2001, the rest á pre- 
sent to keep him from suing the board (a 
goodwill gesture that has not pleased the 
people who thought Mr Zacarias was doinga 
lousy job in the first place). Ramon Cortines, 
a seasoned shaker-up of school boards with 
experience in New York, San Francisco and 
Pasadena, has been appointed as an adviser 
to Mr Zacarias until next January 15th, when 
Mr Zacarias will retire and Mr Cortines will 
take over as interim head until anew super- 
intendentcan be appointed. 

Mr Miller, whose title has been modified 
to chief operating officer, will handle all 
practical matters such as building new 
schools and providing the necessary sup- 
plies (the lack of lavatory paper in some 
schools had become a symbol of the dis- 
trict’s mismanagement). Mr Cortines, whose 
name reassures some Latinos even though, 
unlike Mr Zacarias, he does not speak Span- 
ish, will attend to the educational side of 
things. He will draw up a new plan for the 
whole Los Angeles school district, which he 
has called dysfunctional; even making a 
dent in the problem, he says, will take from 
five to eight years. 

Maybe Los Angeles’s schools are about 
tochange. The pattern of its politics surely is. 





The internet 


Downloading hate 


WASHINGTON, DC 


COURT in Wyoming last week sen- 

tenced Aaron McKinney to two life 
terms for pistol-whipping a homosexual col- 
lege student, Matthew Shepard, tying him to 
a fence and leaving him for dead. (He later 
died in hospital.) McKinney could have got 
the death penalty, but the dead student's 
parents preferred him to live with the mem- 
ory of what he had done. 

Mr Shepard’s killing was the most notori- 
ous “hate crime” in a grisly year. The 
past 12 months have also seen an at- 
tack on a high school in Colorado (in 
which a black was apparently killed 
for being “that little nigger”), the burn- 
ing of three synagogues in California, a 
Fourth of July rampage against blacks, 
Jews and Asians in Chicago, a shoot- 
ing spree at a Jewish day-care centre in 
Los Angeles, and the killing of teenage 
church-goers in Texas. In all these 
cases, the violence appeared to be 
aimed at people who were “different”. 

Although hatred-inspired vio- 
lence is hardly a new development 
(ask Cain), there is a dangerous new in- 
gredient: the Internet. In October, a ho- 
mosexual group, in the course of inves- 
tigating an America Online (aot) 
policy about “objectionable” speech, 
discovered scores of postings on AOL 
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advocating violence against homosexuals. 
Other messages called for blacks to be 
lynched, Christians killed and Jews burned. 
The Internet, it appears, gives hatemongers 
just what they want: a cheap device to reach 
millions of new recruits. 

Although the number of hate groups on- 
line is small—maybe between 300 and 1,000, 
out of 8m sites on the World Wide Web—this 
is worrying. The Anti-Defamation League 









(ADL); a New York-based group that fights 
anti-Semitism and bigotry, issued a report 
earlier this year pointing out that a world- 
wide set of extremist organisations is using 
e-organising to pool its resources. “Before the 
Internet,” said the apt, “many extremists 
worked in relative isolation, forced to makea 
great effort to connect with others who 
shared their ideology. Today, on the Internet, 
bigots communicate easily... Extremists 
have found a secure forum in which to ex- 
change ideas and plans.” The Ap. reports 
that hundreds of web pages contain instruc- 
tions for making bombs. 

One group the Apt particularly worries 
about, white nationalists (as they call them- 
selves), admits that the Internet has been 
good for business. Don Black, a former 
Klansman and the owner of what many 
consider the Internet’s first white-pride web- 
site, has boasted online that “the Net has 
provided us with the opportunity to bring 
our point of view to hundreds of thousands 
of people who would never have other- 
wise... been in touch with any of our organi- 
sations.” Mr Black says his site, Storm- 
front.org, has been visited 1m times since it 
was set up in 1995. 

Some of those visitors, he clearly hopes, 
are children. The site includes a “Kids’ Page” 
containing a history of the white race, an on- 
line colouring book, a discussion board and 
a “white power” version of “Doom”, a pop- 
ular computer game. With about half of ail 
Americans between the ages of 16 and 22 
now online, the Internet offers take-your- 
pick intolerance to a new generation. 

Yet there is little demand for sites such as 
Storm front.org to be banned. Although inde- 
pendent web-hosting companies in the Un- 
ited States can legally close down hate sites, 
there is a healthy tradition of free speech on 
the Internet. Speaking in September in Eure- 
ka, Illinois, Morris Dees of the Southern Pov- 
erty Law Centre—who has himself been tar- 
geted by anti-black and anti-Jewish hate 
groups—defended the right of extremists to 
express their views online. “The 
Founding Fathers of our country in- 
vented the first amendment,” said Mr 
Dees, “and I think they had the web- 
site in mind when they did it.” At the 
time of the American Revolution, he 
went on, people spoke their minds by 
posting notices on bulletin boards. 
“The Internet is a giant bulletin board 
for America and the world, and you 
can’t regulate it.” 

But you can regulate speech that 
advocates violence. A jury in Oregon 
recently decided that the American 
Coalition of Life Activists and Advo- 
cates for Life Ministries should pay 
$107m for inciting violence against 
abortion doctors on their “Nuremberg 
Files” website. Yet the question of 
when obnoxious speech becomes 
hate, and when hate begets violence, is 
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anything but clear. aot has found it difficult 
even to define hate speech consistently; ho- 
mosexuals note that the online service bans 
“nigger” and “kike”, but not “faggot” and 
“dyke”. And when Internet providers shut 
down websites that appear to cross the line, 
they usually pop up elsewhere within 
days—as was the case with The Nuremberg 
Files and with a much-censored anti-gay 
site, GodHatesFags.com. 

To see the problem, try searching for 
“nigger” via the AltaVista service. It returns 
more than 150,000 related pages and a sug- 
gestion that the search be expanded to “nig- 


ger jokes”, “nigger-hater” and “nigger wom- 


en”. Some of these websites are racist; others 
are expressions of black defiance against 
whites. Joseph Conrad's “The Nigger of the 
Narcissus: A Tale of the Sea” is there, too. 
The only effective response, as watchdog 
groups now realise, is to use the Internet itself 
to resist extremists. “The Internet is the great- 
est thing to happen to hate,” says David 
Goldman, the executive director of Hate- 
Watch.org, a non-profit group that tracks on- 
line bigotry. “It’s also the worst thing.” 
Robert Arena, a political Internet expert 
with Presage Internet Campaigns in Alexan- 
dria, Virginia, says the Internet helps fighters 
for tolerance by exposing the activities of 
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previously shadowy groups. “When you ex- 
pose hate groups for what they are,” he says, 
“people are enticed to get involved to stop 
them.” During the Fourth of July shootings 
in Chicago, Mr Goldman says his organisa- 
tion saw an increase in e-mails, telephone 
calls and letters from Americans who had 
visited HateWatch.org’s website and were 
“tired of feeling powerless”. 

Which side will prevail? Mr Goldman 
suspects the result may be stalemate. “Un- 
fortunately, hate is part and parcel of what it 
means to be a human being,” he says. “We 
would be foolish to think that technology 
will solve the problem of human vice.” 
= 














George W. in Texas 


Hey, big spender? 


AUSTIN 


ITH time running out before the pri- 

maries, Steve Forbes has gone on the 
offensive. He has recently assumed the role 
of chief accuser of the front-runner for the 
Republicans’ presidential nomination, 
George W. Bush, and has prepared reams of 
documents designed to show that, when it 
comes to fiscal conservatism, Mr Bush is, in 
Texas-speak, “All hat, no cattle”. 

It started when Mr Bush began airing 
television ads in lowa and New Hampshire 
claiming that he had reduced state spending 
to its “lowest in 40 years”, and had signed 
“the two largest tax cuts in Texas history”. 
The Forbes campaign dismisses these claims 
as “bogus spending blather”, and Mr Forbes 
demanded that they be pulled from the air- 
waves. On the stump, Mr Forbes has been 
painting his opponent as a tax-and-spend 
liberal, arguing that the Texas budget has in 
fact increased 36% during Mr Bush’s tenure. 

Who is right? It seems that both men 
may be. As John Kennedy, an economist at 
the Texas Taxpayers and Research Associa- 
tion, puts it, “IF you torture numbers enough, 
they will confess to anything.” The Texas 
budget has indeed increased considerably in 
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Ten-gallon budgets 
Texas state spending*, average annual change 
% ih tole Some SUE Ht yee 


1960-62 Price Daniel 
1963-68 John Connally 
1969-72 Preston Smith 





1973-78 Dolph Briscoe 
1979-82 Bill Clements 
1983-86 Mark White 

1987-90 Bill Clements 
1991-94 Ann Richards 
1995- George Bush 


Source: Centre for Public Policy Priorities 
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nominal terms since Mr Bush took office, yet 
this fails to allow either for inflation or for 
the substantial population growth Texas has 
experienced over the decade. When these 
factors are taken into account, the budget ex- 
pansion (in real terms) is far less dramatic. 
According to the Austin-based Centre for 
Public Policy Priorities, the average annual 
growth rate in state spending under Gover- 
nor Bush has been 1.8%—the lowest for any 
governor since 1960, except for the extraordi- 
nary time when declining oil revenues crip- 
pled the state under Bill Clements in 1979. 

It is curious, however, that Mr Bush 
should be defending his record in this way. 
During his first campaign for governor in 
1994, against Ann Richards, he criticised the 
incumbent for an “explosive” growth in 
state spending during her tenure, contend- 
ing that the budget had increased by 47% in 
four years. Mr Bush based his attacks on un- 
adjusted budget figures, just as his opponent 
is doing today. Naturally, Ms Richards used 
inflation-adjusted figures, which indicated a 
much slower rate of growth. 

Mr Bush no doubt had a crash course in 
Texas budget policy once he took over the 


governor's mansion, during which he would 
have realised that much of the process is ac- 
tually tinkering at the margins. Because the 
Texas budget is tiny (the smallest in the coun- 
try in spending per head), and because the 
state constitution requires a balanced bud- 
get, dramatic proposals either for taxing or 
for spending are usually cast aside early on. 

According to Dale Craymer, who 
worked on the budget teams of both Gover- 
nors Bush and Richards, it is therefore futile 
to compare Mr Bush’s fiscal record with that 
of his Republican counterparts in other 
states, Although Christine Whitman in New 
Jersey and George Pataki in New York have 
been praised as budget-slashers by conser- 
vatives, in Texas there is very little budget to 
slash in the first place. 

Another iron law of Texas politics is that 
the governor has only a loose hold on the 
state’s purse-strings. The budget process is al- 
most entirely driven by the state legislature, 
with the governor reduced to the role of a 
lobbyist. According to George Christian, a 
political consultantin Austin, “The governor 
pretty much has to beg, borrow or steal any 
influence over the budget process.” 

By this token, Mr Bush was in fact quite 
successful in dealing with the legislature, 
much more so than his predecessor. During 
both the 1997 and 1999 legislative sessions he 
built bipartisan support for his most prized 
budget initiatives, ensuring that most of 
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them became law. In both sessions, the ini- 
tiatives Mr Bush pushed hardest for were 
plans to cut property taxes, securing $2.3 bil- 
lion of state money since 1997 to relieve the 
school property tax in local districts. This tax 
cut was in essence a spending plan, since it 
increased the state’s allocation to each dis- 
trict for school funding, with the intended 
result of allowing these districts in turn to 
lower the local tax rate. It is this tax cut that 
Mr Bush is currently advertising as the larg- 
est in Texas’s history. 

Although the sheer size of the cut makes 
Mr Bush’s claim accurate, in reality very few 
Texas families experienced a lightening of 
the local tax burden. Despite the influx of 
state dollars, rising property values in the 
state obliged many local school districts ei- 
ther to raise or to hold steady the school tax 
rate. According to the Texas Education Agen- 
cy, only 378 of 1,035 school districts in Texas 
are considering a property tax cut for the 
1999-2000 school year. 

Despite these phantom manoeuvres, Mr 
Bush can wave a banner of fiscal conserva- 
tism as he seeks the Republican nomination. 
He would be wise, however, not to get 
dragged into a street brawl over budget poli- 
cy with Steve Forbes, who can make almost 
anyone look like a profligate. 
= 





HMOs 
Managed 
retreat 


WASHINGTON, DC 


j) Ne good news for medical managed- 
care companies is that they are not as un- 
popular as racists. A recent poll in Business 
Week revealed that 32% of Americans 
thought they would not be able to deliver an 
impartial verdict in court cases involving 
white supremacists. The percentage saying 
the same thing about HMOs was a mere 12%. 

On November gth the country’s second- 
biggest managed-care company, United- 
Health Group, made a bold attempt to es- 
cape from this moral lepers’ colony when it 
announced that it was returning medical de- 
cision-making power from bureaucrats to 
doctors. Hitherto, doctors have had to get au- 
thorisation from the company’s “utilisation 
review” division before making medical de- 
cisions, leading to needless hassles and end- 
less delays. Now the division will be closed, 
and doctors will be able to rely on their own 
judgment instead. 

The Minneapolis-based company, 
which serves 14.5m clients around the coun- 
try, has notgot rid of cost controls entirely, of 
course. It will still review medical decisions 
retrospectively, urging doctors not to exceed 
certain averages. But such reviews are stan- 
dard practice in most health-care systems, 
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including the “socialised” systems of Britain 
and Canada. Monday’s decision undoubt- 
edly represents a significant retreat from a 
key part of the managed-care industry's 
strategy for containing medical costs. 

The company argues that there are good 
commercial reasons for its move. The “utili- 
sation review” division cost the company 
$128m to run last year, and yet ended up ap- 
proving more than nine out of every ten 
medical decisions. The company’s share 
price went up in the light of the announce- 
ment. But the decision also reflects an at- 
tempt to deal with a backlash against man- 
aged care that is becoming one of the most 
powerful forces in American politics. 

A patients’ bill of rights, which sailed 
through both houses of Congress last month 
and which would, among other things, al- 
low patients to sue erring HMOs, is just the 
latest manifestation of a tidal wave of anti- 
HMO activity. Mark Peterson, of the Universi- 
ty of California at Los Angeles, points out 
that state legislatures have already passed 
more than 1,000 pieces of legislation de- 
signed to discipline the managed-health care 
industry. There are also plenty of class-ac- 
tion lawsuits in the works. 

UnitedHealth’s announcement is one of 
anumber of attempts to make the managed- 
care industry a little more palatable. Surveys 
by the American Association of Health 
Plans, the industry’s trade group, show that 
many plans have already cancelled the re- 
quirement for doctors to get permission for 
most tests and treatments—and that 97% of 
all medical decisions are approved by health 
bureaucrats. Kaiser Permanente has de- 
volved more and more decision-making to 
doctors. United, Aetna and several Blue 
Cross plans also offer their patients the right 
to appeal against denials of care to an inde- 
pendent panel (though the value of this is re- 
duced by the fact that 30 states require inde- 
pendent panels by law). 

Just possibly, UnitedHealth’s move 
could do something to break up the present 
intimidating alliance of patients and doctors 
against the HMos. American doctors have al- 
ways fought for two things above all else: 
professional and business autonomy. Unit- 
ed’s climbdown goes a long way towards de- 
livering at least one of these goals. But the av- 
erage American will be much more difficult 
to win over. 

The point of managed care was to intro- 
duce a degree of rationing into a health-care 
system that, by the late 1980s, was suffering 
from inflation of 15% a year or even more. 
The percentage of privately insured Ameri- 
cans receiving health care from managed 
health-care organisations has risen from 13% 
in 1987 to 75% today, thanks largely to the in- 
sistence of employers. But Americans are no- 
toriously bad at dealing with rationing of 
any sort, let alone rationing of private health 
care. And they continue to measure health 
care against the golden age of fee-for-service 





medicine, when they could see specialists 
without the bother of getting a referral from 
their primary physicians, and when their 
hapless employers simply picked up the tab. 

UnitedHealth will no doubt try to con- 
trol costs by other means—by reducing still 
further the amount of time that patients can 
spend in hospital, for example. But the com- 
pany’s backdown also raises another pos- 
sibility: that, battered by its rising unpopu- 
larity and nervous about hostile legislation, 
the managed-care industry is fast retreating 
from the task it was put into place to per- 
form: to control health-care costs. 

After a few years in which health-care 
inflation has been all but non-existent, costs 
are beginning to edge up once again, with 
several health-care companies planning to 
increase their premiums by as much as 10% 
next year. This will notonly make it more dif- 
ficult to extend health-care coverage to the 
44.3m Americans who currently lack it; it 
will also force those politicians who are 
making such a noise about patients’ rights to 
start complaining about escalating costs in- 
stead. HMOs were put into place to do many 
difficult things, but making themselves pop- 
ular was not one of them. 

a 





The national parks 


Thrilled to death 


POINT REYES STATION, CALIFORNIA 


OW daring should people be allowed to 

be on public land? A debate has been 
going on ever since, at the end of October, 
Jan Davis jumped to her death from El Capi- 
tan, one of the sheer cliffs of Yosemite Na- 
tional Park. Mrs Davis had been trying to 
prove that parachuting from the cliffs, 
which has been banned for years, was safe 
and should be allowed. Her husband was 
filming her as the rip-cord on her parachute 


Be o a te 
ee 


He made it, others didn’t 
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failed to open. 

She was a grandmother; she was also an 
experienced practitioner of so-called Bas 
(building, antenna, span and earth) jumping, 
or parachuting from stationary landmarks, 
with 3,000 jumps to her name. But she had 
used a borrowed parachute, an older model 
sometimes called a “trash bag”, so that her 
own expensive gear would not be confiscat- 
ed when park rangers met her at the bottom 
of the cliff. 

Mrs Davis's death was the second related 
tO BASE jumping in Yosemite this year, and 
the sixth in the park since rangers began 
counting. Last June, Frank Gambalie suc- 
cessfully jumped from El Capitan but 
drowned in the raging Merced river while 
trying to escape the rangers. 

Over the past 20 years, the familiar 
mountain and wildemess activities such as 
back-packing and rock-climbing have been 
joined by hang-gliding, whitewater kayak- 
ing, mountain biking, bungee-jumping and 
off-road skateboarding. All are dangerous to 
some degree, and deaths in the national 
parks have been attributed to all of them 
save skateboarding. Yet all are increasingly 
shown on television cable channels in pro- 
grammes such as espn’s “x Games”, and en- 
thusiasm for them is growing. Park officials 
are having a hard job deciding which of 
them should be banned and which not. 

The 370 parks in the federal system can 
more or less make up their own rules. At pre- 
sent, BASE jumping is banned in all parks ex- 
cept one: the New River Gorge National Riv- 
er in West Virginia, where, on the third 
Saturday of each October, jumpers can leap 
the 870 feet from New River Bridge. This year 
more than 300 jumps were made on “Bridge 
Day”. Adventurers are also allowed, on the 
same day, to rappel from the span. 

These exceptions are the result of his- 
tory, bureaucracy and politics. Parachuting 
from New River Gorge Bridge, which is tech- 
nically not the property of the National Park 
Service, began shortly after the bridge 
opened in 1977, several years before there 
was a park. When the Park Service took pos- 
session of the river below the bridge, it 
grandfathered permission for this sort of 
jumpingon one day of the year after appeals 
from the local chamber of commerce, which 
enjoyed the money of tourists attracted by 
the bridge-jumping. Mrs Davis's leap from El 
Capitan was made partly to encourage a 
similar one-day festival for Yosemite. 

Another adventure sport, hang-gliding, 
has always been allowed in Yosemite's jag- 
ged mountains, as it has been in certain areas 
of the Golden Gate National Recreation Area 
in and around San Francisco. In Yosemite a 
hang-glider “pilot” must show an expert's 
certificate from the United States Hang Glid- 
ing Association in order to be cleared for a 
flight. Mountain biking is allowed on un- 
paved roads in Canyonlands National Park 
in Utah, but not on any trail in Kings Canyon 
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UNITED STATES 





HERMITAGE, ARKANSAS 


ILL CLINTON was back on home 

ground last week, and how: he was 
placing stickers on shiny red fruit at the 
Hermitage Tomato Co-operative, in 
southern Arkansas. It was the second leg 
of his New Markets Initiative, launched in 
July in various pockets of poverty round 
the country, which aims to get the private 
and public sectors working together to 
create jobs. 

The 700 souls of Hermitage, in Bradley 
County, were some of the president's 
strongest supporters when he first ran for 
the state’s governorship in the 1970s. The 
unemployment rate there now is 8.5%, 
more than twice the national figure; the 
poverty rate, although it has declined in 


Got one on my shoe! 





What's red and shiny? 
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recent years, still stands at 22.5%. 

A few years ago, the future looked | 
grim for local farmers. They could not find | 
a big enough market for tomatoes, a crop 
which had been introduced on a large 
scale in the 1920s and 1930s as a substitute 
for cotton. By the 1990s, most of them were 
nearly bankrupt. They were marketing 
their crops only through two larger farms 
and at local auctions. 

In 1998, a few of them decided to form 
a farmers’ collective, which grew intoa co- 
operative of 18 members and now has a 
waiting list for more. This year, 570,000 20- | 
pound (9kg) boxes of tomatoes were pro- 
duced, with sales of $3.9m. Under a deal 
just signed with Burger King, which looks 
set to last, the fast-food giant has bought 
88,000 boxes of tomatoes. More than 100 
new jobs havecome from the co-op, many 
of which have been taken up by the Lat- 
inos who now form a growing part of the 
local population. | 

Last week in Hermitage Mr Clinton 
announced that the co-op would receive a 
$4.8m loan, guaranteed by the Depart- 
ment of Agriculture, to enable it to build 
processing and packaging plants. These 
additions will allow the co-op to operate 
all year round, to build farm-supply and 
convenience stores and add 100 jobs. 

Mr Clinton recalled for the crowd the 
days when he attended the county’s Pink 
Tomato Festival and entered the tomato- 
eating contest. His visit went down well. 
He stayed past his allotted time signing 
autographs and posing for snapshots. Yet 
many Arkansans feel that, since he be- | 
came president, he has given little atten- 
tion to the state’s poorest areas. The truth 
is that Hermitage has saved itself without 
much in the way of help from him. 











National Park in California or in Yosemite. 
Cross-country skiing is allowed in most 
parks in winter, but this does not necessarily 
sanction snowboarding. 

Although jumping off El Capitan with a 
parachute is illegal, going up it with ropes 
and climbing equipment does noteven need 
a permit—though climbing accounts for one 
or two deaths each year. Yosemite is one of 
the birthplaces of American rock-climbing, 
and as such the activity, like wilderness 
back-packing, is allowed in the park by “his- 
torical precedent”, according to Scott Gedi- 
man, a local spokesman for the Park Service. 
Mr Gediman says the service tries to evalu- 
ate every sport, especially new ones, “on its 
impact ona park and on other activities”. 

Yosemite's back-country is off-limits to 
bicycles because no mechanised equipment 


of any kind is allowed there. (On November 
8th, the three sase jumpers who preceded 
Jan Davis were charged under an old law for- 
bidding “air deliveries” in national parks.) 
Rock-climbers are expected to use estab- 
lished routes and not leave equipment be- 
hind. On occasion the Park Service has taken 
climbers to court to recover its costs, espe- 
cially in Alaska, where Denali National Park 
seems to be a magnet for inexperienced 
mountain-climbers. 

Apart from the one-day-a-year excep- 
tion of New River Gorge, Mr Gediman 
thinks sase jumping will never be legal in 
any American park. Mrs Davis's bid to prove 
it safe had, of course, just the opposite effect. 
“It’s just not appropriate,” says Mr Gediman. 
“The parks just aren't conducive to it.” 
= m 
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‘Dusting off William McKinley 


INETY-NINE per cent of election campaigns are about win- 

ning or losing that particular contest. But just occasionally a 
campaign comes along that changes the electoral landscape for a 
generation. The 2000 presidential race may be one such campaign. 
And what seems like an incomprehensibly arcane piece of histori- 
cal analysis reveals what this entails. “Everyone in the Bush cam- 
paign,” says Marshall Wittman of the Heritage Foundation, “is in- 
terested in the parallels with the ’96 election.” Not the 1996 one. He 
means the 1896 campaign. 

In that year, William McKinley defeated William Jennings 
Bryan by 7.1m votes to 6.5m. For most of this century, this has been 
seen as one in a long line of dull contests with undistinguished 
winners. Yet the 1896 contest was in 
some ways the first modern cam- 
paign. McKinley’s bid for the presi- 
dency was run by a blunt, friendly 
pig-iron magnate called Marcus 
Alonzo Hanna, who turned out to 
be the first great campaign manag- 
er of American history. 

Hanna raised an unheard-of 
$3.5m in campaign contributions. 
And while the candidate, who was 
governor of Ohio, stood on his 
front porch promising “a full din- 
ner pail” to the trainloads of voters 
who were ferried to hear him, Han- 
na sent the Republican establish- 
ment out across the country on a 
relentless campaign. Teddy Roose- 
velt, who became McKinley’s vice- 
president, said disgustedly that 
Hanna “has advertised McKinley 
like a patent medicine.” Newspa- 
pers caricatured McKinley as a 
floppy doll hanging from “Nursie” - 
Hanna’s pockets. All the odder, then, that Bill RaAlev=s hater of 
money and handlers in politics—called Hanna an early hero of his 
in his 1996 memoir “Time Present, Time Past”. 

But the campaign was a triumph. James MacGregor Burns, an 
historian, wrote that “an air of predestination hung about his ap- 
parent victory.” And if the apparently predestined George W. 
Bush is successful, he will be the first sitting governor to become 
president since McKinley. 

The comparisons that excite the Bush campaign go deep. In 
winning the election, McKinley and Hanna redefined their party 
to ensure Republican dominance for much of the next 30 years. 
They did so by expanding its links with the new industrial and fi- 
nancial entrepreneurs (hence all that money) and by reaching out 
to the millions of immigrants then flooding into America. McKin- 
ley,a lawyer who had once represented striking miners, blanketed 
the booming cities with millions of election pamphlets in Ger- 
man, Czech, Italian, Norwegian, Swedish and every other lan- 
guage the immigrants spoke. Just as important, he and Hanna sup- 
pressed the influence of their party’s old guard, who were still 
fighting the battles over Civil War reconstruction that had domin- 
ated Republican politics since the 1860s. 

It is not hard to see why Mr Bush and his campaign manager, 
Karl Rove, should look to McKinley and Hanna as models. Mr 
Bush too has raised unprecedented amounts of money—$57m to 
the end of September. He has been busy persuading the new entre- 
preneurs of Silicon Valley that his Republican Party is their natural 








home—fiscally conservative, sceptical of government interven- 
tion, opposed to trial lawyers and socially libertarian. (This last is a 
tricky stretch, requiring Mr Bush to distance himself from the reli- 
gious right, rather as McKinley did from his old guard.) 

And, just as McKinley wooed the European immigrants of the 
late 19th century, so Mr Bush is wooing the Latino ones of the late 
2oth. Lionel Sosa, the head of the biggest Spanish-language adver- 
tising agency, praises Mr Bush for designing his campaign around 
Latinos from the start, rather than tacking a Latino bit on at the end 
of a basically Anglophone effort. 

By making the Republicans the party of America’s new indus- 
trial economy, McKinley and Hanna ushered in three decades of 
ascendancy. The party won seven 
of the next nine presidential elec- 
tions, and its dominance was not 
ended until the Great Depression. 
In a similar way, Mr Bush and Mr 
Rove hope to turn their party into 
the representative organisation of 
the “new economy” and come to 
dominate American politics for 
the next generation. 

Itisa heady prospect, and hasa 
colour of plausibility about it. 
America is going through a period 
of economic change, from an in- 
dustrial to an information econ- 
omy, comparable to that experi- 
enced a century ago when the 
farmers flocked to the cities. The 
country is also experiencing the 
largest wave of immigration since 
the turn of the century. In absolute 
terms, as many immigrants are 
now coming to America as in the 
peak years before 1914. In 1998, 9.3% 
of the population were foreign-born, compared with 13.6% in 1900. 

Yet for all that, it is unclear whether the country, or even the 
Bush campaign itself, is really prepared for the sort of political 
transformation wrought by McKinley. There is none of the atmo- 
sphere of crisis that surrounded the 1896 election. That was held at 
atime of deep recession, and on the eve of the vote Roosevelt said a 
victory for Bryan (one of America’s greatest populist leaders) 
would plunge the country into “the greatest crisis in our national 
fate, save only the Civil War.” It is hard to imagine Al Gore or Bill 
Bradley provoking quite such hysteria. Nor are America’s big par- 
ties, despite their weakening hold on voters’ loyalties, on their last 
legs, as they seemed to be in 1896, when the Mexican Herald wrote 
that both Republicans and Democrats “have no more vitality than 
a desiccated codfish.” 

Above all, itis not certain how far Mr Bush is really prepared to 
go to attract new voters. Conventional wisdom holds that he will 
grab the presidency if he can win back the floating voters who sup- 
ported Ronald Reagan, but who abandoned the party when Newt 
Gingrich emerged. That requires sounding reassuring, rather than 
seeking to harness some great new electoral force. And soothing 
words may not be enough to attract droves of Latino voters who, 
for all Mr Bush’s success with them, remain largely Democrats. 

All in all, his campaign is beginning to have a feeling of unre- 
alisable potential about it. A grand electoral realignment may be in 
the making. But for sound tactical reasons, the candidate who 
would benefit most from it is reluctant to take full advantage. 
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Anatomy of a Mexican victory 
not quite foretold 


MEXICO CITY 


The ruling party’s primary was a triumph for Francisco Labastida and for the 
party itself—and has probably given Mexico its next president 


N THE end, the outcome of the first-ever 

primary election for the presidential 
nomination of Mexico's long-ruling Institu- 
tional Revolutionary Party (pri) had adecep- 
tive air of inevitability about it. Francisco La- 
bastida, the candidate whom President 
Ernesto Zedillo undoubtedly preferred, not 
only won, but did so decisively. Even so, the 
primary wasa finely calculated gamble rath- 
er than a predetermined charade. And it said 
much about the mechanics of power in 
Mexico's evolving political system. 

During most of the pri’s 70-year rule, its 
presidential candidates (handpicked by the 
incumbent) and its electoral victories 
(rigged, if necessary) have alike been sure 
bets. This time, fearing a split, the party was 
obliged to be more democratic. Merely by or- 
dering the primary, the pri tore down its tra- 
dition of forced public displays of unanim- 
ity (concealing vicious backroom intrigue). 
Campaigning by the four contenders for the 
nomination was aggressive. In August, some 
polls put Roberto Madrazo, a charismatic 
renegade who had challenged Mr Zedillo’s 
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authority while governor of Tabasco state, 
ahead of Mr Labastida, a grey and stiff figure 
whoserved Mr Zedilloin three cabinet posts. 
Yet most observers were sure that Mr Labas- 
tida would, somehow, come out on top. 

Several things helped him. First, how- 
ever much Mr Zedillo claimed to be neutral, 
Mr Labastida was seen as his choice. Tradi- 
tionally, the unveiling of the pri’s candidate 
has been the trigger for the cargada, the 
stampede of public officials to support him. 
Even if there were no direct orders from the 
top this time, old habits die hard: after all, ev- 
eryone likes to back a winner. Influential 
groups, such as the trade unions, came out in 
favour of Mr Labastida. Some local politi- 
cians are said to have coerced subordinates 
to campaign for him, punishing those who 
supported rivals, buying votes and sabotag- 
ing campaign events. 

Second, Mr Labastida was the weightier 
of the pair. His cabinet posts, most recently 
that of interior minister, gave him contacts 
across the whole country. The voting system, 
in which Mexico had been split into 300 dis- 


tricts, seemed designed to play to this 
strength. With 58% of the vote (excluding 
spoiled ballots) according to the preliminary 
count, Mr Labastida won 273 districts; Mr 
Madrazo, whose 31% was more concentrated 
in the poor south-east, just 21. 

Third, though Mexico’s media eschewed 
the shameless bias of the recent past, they 
did bestow advantage. According to Refor- 
ma, a newspaper, during the three-month 
campaign Mr Labastida got 26% more televi- 
sion news time (and 37% more on the radio) 
than Mr Madrazo. And Mr Labastida had 
about twice as much favourable as unfa- 
vourable coverage; his rival had roughly 
equal proportions of each. On the other 
hand, Mr Madrazo bought twice as much 
television advertising time as Mr Labastida, 
and had far more memorable ads. 

“It was never an equal fight,” Mr Madra- 
zo grumbled, even as he accepted defeat. He 
and the other two challengers, Manuel Bart- 
lett (who won six districts) and Humberto 
Roque (no districts), had filed repeated 
claims of rule-breaking; Mr Roque even al- 
leged that the two main contenders had each 
spent at least six times the 50m peso ($5.3m) 
campaign limit. But few of the charges could 
be proved and, with no independent moni- 
toring, the pri was fairly free to choose how 
toacton them. Apart from reprimanding the 
governor of Chiapas state for some particu- 
larly egregious pro-Labastida agitation, it did 
nothing. 

Even with all the suspected misdeeds, 
however, Mr Labastida’s win was simply too 
big to challenge. The image Mr Madrazo had 
painted of himself, as the little man against 
an unpopular, corrupt establishment, was 
not enough to shake off the ramours—kept 
simmering by Mr Labastida’s team—that he 
was the puppet of Carlos Salinas, a disgraced 
ex-president and a far more potent symbol 
of that establishment than Mr Zedillo him- 
self.On the day, the pri’s voters preferred the 
dull but safe choice of Mr Labastida. 

And, crucially, they did so in large num- 
bers. A claimed turnout of some 9m voters 
(around 16% of the electorate) added to the le- 
gitimacy of Mr Labastida’s triumph. Mr Ma- 
drazo has sulkily said he will not meet Mr La- 
bastida. But he has not been able credibly to 
claim that he was cheated of the nomina- 
tion, dissipating fears that he might leave the 
party in a huff, causing the very split the 
primary was meant to avoid. Not that he 
would have had anywhere to go: neither of 
the main opposition forces, the conservative 
National Action Party (ran) and the leftish 
Party of the Democratic Revolution (PRD), 
wants him. Mr Madrazo’s own political ca- 
reer looks over for now, though his suppor- 
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ters may be offered congressional candida- 
cies or other party posts in the areas he won. 

The primary, and its decisive outcome, 
lessen the chance that the pri’s internal rival- 
ries will trigger political violence, as hap- 
pened in 1994. The pri has emerged well-pre- 
pared for next year’s general election in other 
ways, too. In a second vote, Jesus Silva Her- 
zog, a former finance minister with appeal 
beyond the pri, was chosen as the candidate 
for mayor of Mexico city. And the primary 
exercise honed the party’s skills at influenc- 
ing and mobilising voters in more competi- 


tive political surroundings. 

Neither the ran nor the pro has staged 
such a rehearsal, since both parties’ candi- 
dates were unopposed. And earlier this year, 
talks between them aimed at forming a sin- 
gle opposition alliance broke down. Worse, 
not only is the anti-pri vote divided; polls 
suggest that, were either party to lose sup- 
porters, most would switch to the pri rather 
than the other opposition party. As long as 
they remain split and the pri remains whole, 
and barring the unforeseen, Mr Labastida 
looks set to be Mexico's next president. 





Guatemala 


The voters rally to the right 


MEXICO CITY 


INCE civilian government was restored in 

1985, Guatemalans have never elected the 
same party twice in a row. In their general 
election on November 7th, they stuck to that 
tradition by delivering a big vote to a conser- 
vative party founded by a former military 
dictator from the bloodiest days of Guate- 
mala’s 36-year civil war. But not quite big 
enough to avoid a run-off on December 26th: 
first results gave Alfonso Portillo of the Gua- 
temalan Republican Front (FRG) 47.8%—just 
short of the 50% needed for outright victory. 





SAO PAULO 


RAZILIANS are wearily accustomed to 

violent crime, even mass shootings. 
But when, on November 3rd, Mateus da 
Costa Meira walked into a cinema in Sao 
Paulo during a screening of “Fight Club”, a 
violent Hollywood movie, and opened fire 
on the audience with a submachinegun, 
killing three and wounding five, many Bra- 
zilians were unusually shocked. 

Most Sao Paulo shootings take place in 
poor districts on the periphery. This 
was in an upmarket shopping mall, 
with middle-class victims and a 
middle-class killer: a medical stu- 
dent from a well-heeled family. And 
most Brazilian crimes, it is said, have 
mundane, materialistic motives, 
such as robbery or drug dealers’ 
feuds. This kind of random shooting 
is a novelty: Brazil's media were 
quick to label it, like the film that ac- 
companied it, as an undesirable 
American import. 

President Fernando Henrique 
Cardoso, once a sociology professor, 
attributed such “exhibitionist” mur- 
der to the media’s highlighting of vi- 
olence. It was evidence of the “glo- 
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Unnatural Brazilian killer 


Yet even if Mr Portillo must wait, he 
seems assured of the presidency; many of 
nine smaller parties are likely to back the 
FRG. His closest rival was Oscar Berger of the 
ruling centre-right Party of National Ad- 
vancement (PAN), who won 30.3%. Mr Berger 
is said to have contemplated giving up. The 
only other group to have done reasonably 
well is an alliance that includes former left- 
wing guerrillas who had sunk into obscurity 
after negotiating the end of the civil war with 
the PAN government in 1996; it got 12.3%. 


The Frc claims that it should have won 
outright. It wants the vote in Guatemala city 
annulled because, it claims, the ran paid 
bus-owners in poorer, FRG-voting areas of 
the capital to keep their vehicles off the 
streets on election day. Independentelection 
monitors confirmed that there were indeed 
fewer buses around than normal, but 
whether this affected the result is not clear. 

In any event, the turnout, at 53.5%, was 
higher than many had expected, and re- 
versed a declining trend. One foreign elec- 
tion observer even estimated that it would 
have been as high as 60% had the electoral 
rolls been winnowed of the dead and those 
living abroad. And, for the first time in Gua- 
temala, almost as many women voted as 
men. Various groups, national and foreign, 
had worked hard to increase turnout. But 
Manfredo Marroquin of Civic Action, one 
such group, thinks that the main reason so 
many bothered to vote was discontent with 
the ran over an ailing economy. “The Guate- 
malan goes to the polls to say what he 
doesn't want—not what he wants,” he says. 

If so, that helped the Frc. Its candidates 
for mayor were elected in 147 of the 330 mu- 
nicipalities. By contrast, grassroots “civic 
committees” elected only 25 mayors (against 
22), dashing the hopes of those who see such 
local outfits as a way of invigorating Guate- 
malan democracy after the civil war. Ex- 
ceeding even its own forecasts, the FRG won 





balisation of cultural patterns of 
behaviour”, beyond the powers of any 
government to solve alone, he told The 
Economist. Maybe so. But in fact it is hard 
to be sure about murders in Brazil. Most go 
unsolved and the police routinely describe 
mass shootings in bars as feuds over drugs, 
whether or not they have evidence. 

Jose Carlos Dias, the federal justice 
minister, expressed the hope that the cine- 





Colorado? No, Sao Paulo 
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ma shooting would at least give some im- 
petus to a gun-control bill that has been 
stalled in Congress since Mr Cardoso sub- 
mitted it in June. Probably not: Alberto Fra- 
ga, the legislator in charge of presenting the 
bill to Congress's lower house, points out 
that Mr da Costa’s gun is not legally sold in 
Brazil and was almost certainly smuggled 
in from neighbouring Paraguay. That is not 
a reason to deprive honest citizens of the 
means of protecting themselves, argues Mr 
Fraga, who is also a police colonel. Rather, 
he says, it shows the government ought to 
tighten border security. 

With that, at least, the govern- 
ment agrees. This week it an- 
nounced plans to set up a federal 
task-force to tackle organised 
crime, especially drug trafficking. 
It also dispatched troops to Bra- 
zil’s remote north-western border, 
fearing that this might be pene- 
trated by Colombian guerrillas or 
soldiers. Meanwhile, Mr Fraga’s 
report, due to be presented later 
this month, is likely to propose at 
most a restriction of gun sales, in- 
stead of the total ban that Mr Car- 
doso had wanted. Rather than an 
exotic import, maybe cinema kill- 
ings will become an unwelcome 
new feature of Brazilian life. 
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64 of the 113 seats in the single-chamber Con- 
gress, giving it a comfortable majority. 

Yet, paradoxically, that might lead to di- 
vided government. Congress will probably 
be led by General Efrain Rios Montt, the 
FRG’s chairman and Guatemala’s dictator in 
1982-83. As a former coup-leader, he has been 
barred by the courts from running for presi- 
dent. Mr Portillo, once a left-winger, is not a 


Canada 


traditional rrG man. He claims he is not the 
general's puppet. He campaigned as a popu- 
list, promising to be tough on crime and toat- 
tack poverty. Before the election, Mr Portillo 
reckoned that his own people in the FRG 
would hold most of the party’s congressio- 
nal seats. Now that seems less likely. The 
tougher challenge facing Mr Portillo is not to 
see off Mr Berger, but to govern. 





Of fish, trees—and natives 


MONTREAL AND VANCOUVER 


HE first trip Donald Marshall Jr made to 

Canada’s Supreme Court was to over- 
turn a trumped-up murder conviction that 
had put him in prison for 11 years. The sec- 
ond trip was a result of Mr Marshall's selling 
asmall catch of Atlantic eels. But it is this sec- 
ond court appearance that will have bigger 
repercussions. It will affect not just the econ- 
omic opportunities of Mr Marshall's 
Mi'kmaq Indian people, but increase the 
cost to the Canadian taxpayer of hundreds 
of land claims across the country. 

The court's judgment, delivered on Sep- 
tember 17th, has already set off weeks of con- 
flict in the fishing towns of Canada’s Atlantic 
provinces—and ripples as far 
away as British Columbia. It con- 
cems a sensitive question: do past 
rights and wrongs and present 
grievances mean that the coun- 
try’s indigenous people should be 
subject to more favourable rules 
than other citizens? 

Though he had caught the eels 
out of season and without a lic- 
ence, Mr Marshall argued that was 
his right. “Peace and friendship” 
treaties agreed in 1760 and 1761 be- 
tween Britain and the Mi'kmaq 
and two other peoples had guar- 
anteed the Indians the right to 
hunt, fish and gather. In return, the 
natives were to serve as lookouts 
for coastal marauders. The French 
fleet may have long since sailed off, but the 
Supreme Court agreed with Mr Marshall, 
ruling that the Mi’kmaq and the others 
(30,000 in all) still have the right to earn a 
“moderate livelihood” from hunting, fishing 
and gathering, unconstrained by other re- 
strictions. 

Native fishermen in New Brunswick 
rushed to take advantage of the court’s rul- 
ing. Their non-native competitors, already 
suffering from depleted stocks, promptly de- 
stroyed some 3,500 of their lobster pots. 
Boats were rammed, trucks burned, prop- 
erty and Mi'kmaq sacred sites vandalised. 

In British Columbia, natives decided 
that the Marshall ruling confirmed their 
rights to fish, too. Five native bands on Van- 
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A target of the Second Nations’ envy 


couver Island say they plan to start fishing 
for salmon without a federal licence on No- 
vember 15th. They claim that a different 
treaty, which their ancestors signed in 1850, 
allows them to “hunt and fish as formerly” — 
something federal fisheries regulations have 
long since denied them. 

The Marshall ruling adds to a growing 
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body of law favouring Canada’s native peo- 
ples. In 1997, the Supreme Court ruled that 
natives continue to have aboriginal title to 
their traditional territory; it added that gov- 
ernment has “a moral, if not legal, duty” to 
negotiate to settle such claims. In British Co- 
lumbia, that matters: there, apart from a few 
small areas (such as on Vancouver Island), 
natives never ceded their land by treaty and 
claim that nearly all the province is still 
theirs, But talks over modern treaties involv- 
ing 51 native groups have moved slowly. 
Some natives are now trying to force the 
pace. Seven bands have begun logging on 
land they claim as theirs. A judge has refused 
a request by the provincial government to 
order the natives to stop. Instead, he has 
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asked the Indians to do so voluntarily (which 
they have), while ruling that the question of 
who owns the land should be heard in a sepa- 
rate court. 

At a meeting on October 29th, the First 
Nations Summit, an umbrella group of British 
Columbia’s natives, accused the authorities 
of foot-dragging, trying to force natives to give 
up aboriginal rights as a precondition for trea- 
ty talks, and failing to prevent the areas in dis- 
pute from being stripped of resources. They 
threatened direct action: “If governments 
deny the existence of our aboriginal title, then 
we will have no alternative but to deny the ex- 
istence of Crown title,” claimed Grand Chief 
Edward John. 

Governments, both provincial and fed- 
eral, do not want native groups to abandon 
the talks. In British Columbia, officials have 
presented a plan to involve natives in protect- 
ing and managing disputed land and re- 
sources while the talks continue. They also 
claim that final treaties should be reached 
with five bands within two years. 

In Canada’s Atlantic provinces, the onset 
of winter is starting to keep boats in harbour, 
allowing tempers to cool. But there, too, years 
of tricky negotiations lie ahead. One problem 
will be defining the right to “gather”. For the 
Mi'kmaq, “it means gas, oil, mines, minerals, 
timber—anything that is from the land,” says 
Bernd Christmas, a lawyer and negotiator for 
the Union of Nova Scotia Indians. 
Others, especially non-native Ca- 
nadian businessmen, disagree. 
“Maybe gathering nuts, it might ex- 
tend to that,” says an official of the 
New Brunswick Forest Industries 
Association. 

The federal government, which 
seemed unprepared for the sudden 
violence in New Brunswick that 
followed the Marshall ruling, now 
appears confused about how to in- 
terpret the case. The minister of In- 
dian affairs says gathering extends 
to logging; his colleagues apparent- 
ly disagree. So, too, do the five pro- 
vincial governments affected by 
the ruling—Newfoundland, Que- 
bec and Prince Edward Island along 
with Nova Scotia and New Brunswick. 

For all their brinkmanship, the natives 
are likely to stick to the path of negotiation. 
After all, the outcome could be lucrative. Ac- 
cording to one report, the federal government 
is resigned to spending C$500m ($340m) just 
on the fishing question, partly to buy up theli- 
cences of non-native fishermen. At worst (for 
non-natives), settling native land and re- 
source claims across the country could cost 
up to C$200 billion, or slightly more than a 
year’s federal tax revenue, according to an es- 
timate last week by the finance department. 
The final bill will no doubt be much smaller. 
But it will be a hefty enough price to pay to re- 
store peace and friendship across Canada. 
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Sharing Mesopotamia’s water | qa, -.** 


BIRECIK DAM, TURKEY 


Turkey’s vast irrigation plans, using water from the Euphrates and 
Tigris rivers, have scared its downstream neighbours, Syria and Iraq 


T SOME point in Novem- 
ber, the rain falling on the 
mountains of eastern Turkey 
turns to snow. Come spring, 
the winter's precipitation will 
melt into a seasonal surge in 
the flow of the Euphrates and 
Tigris rivers farther south. That 
extra water, in turn, constitutes 
the mainstay of agriculture on 
the huge Mesopotamian plain 
of Iraq, Syria and southern Tur- 
key. Or at least it used to, until 
Turkey started the South-East- 
em Anatolia Project (known 
by its Turkish acronym, GAP), a 
vast development scheme that 
will involve no fewer than 22 
dams. 

Later this month, Turkey 
plans to start filling the reser- 
voir of its fourth bigdam on the 
Euphrates, at Birecik. As each new barrage 
goes up, the demand for the finite amount of 
water in the two rivers increases, and the 
complaints from south of the border grow 
louder. Yet the Turks insist that there is plen- 
ty of water to go round, and that they are 
more than generous in what they release 
each year. Whois telling the truth? 

The answer to that question depends on 
when, precisely, you ask it. Two-thirds of the 
total flow of the Euphrates comes between 
March and June. The amount of water fluc- 
tuates over the years as well as over the sea- 
sons; the river's annual flow has varied from 
as little as 15 billion cubic metres in 1961 to as 
much as 55 billion in 1968. Last winter little 
snow fell in Anatolia, and the level of the Ti- 
gris at Baghdad in April plunged toa third of 
its normal level. Indeed, the flow varies so 
much at different times and in different 
places, and is now so distorted by the dams, 
canals and irrigation projects along the two 
rivers, that the three countries do not really 
know how much water they are dividing, let 
alone how to share it. 

Only two treaties deal with water-shar- 
ing in the Mesopotamian basin: a 1987 proto- 
col between Turkey and Syria guaranteeing a 
minimum flow of 500 cumecs (cubic metres 
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Someone, or something, has dried up all her water 


per second) in the Euphrates at the Turkish- 
Syrian border, and an Iraqi-Syrian pact split- 
ting that amount 58:42. (The Tigris, which has 
a bigger flow and fewer dams, has not yet oc- 
casioned much dispute.) So far, the Turks say 
they have more than kept to their side of the 
bargain, providing an average of around 700 
cumecs. They admit that the flow does 
sometimes slip below 500 cumecs, but insist 
that they always compensate for any short- 
fall recorded over a given month by the end 
of the next one, as agreed in the protocol. 
The hitch is that everyone wants water at 
the same time: during the dry summer grow- 
ing season. At one stage last July, the flow of 
the Euphrates fell to as little as 343 cumecs, 
according to official Turkish figures. Al- 
though the average had climbed back above 
500 by the end of August, that left plenty of 
time for Syrian and Iraqi wheat to wither on 
the stalk. This year's drought was severe— 
but that is not unusual for the plain. 
Moreover, the Gar is not nearly com- 
plete. Turkey plans to increase the current 
level of irrigation along the Euphrates ten- 
fold over the next ten years. If all of these 
schemes come to fruition, the head of the 
Turkish water authority concedes, the 500- 
cumec minimum might prove impossible to 
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maintain in times of drought, 
even over the stipulated aver- 
age of two months. 

The Turks would prefer to 
cross that bridge when they 
come to it. They control the 
sources of almost all the water 
in the Euphrates and about 
half that in the Tigris. Atleast in 
the past, they have been happy 
to use the leverage this gives 
them over their downstream 
neighbours. In 1990, they more 
or less turned off the Euphrates 
for a month while filling the 
reservoir of the Ataturk dam. 
In exchange for the 1987 pledge of 500 cu- 
mecs, they extracted a Syrian promise to stop 
supporting Kurdish insurgents inside Tur- 
key. Turkish officials used to equate their 
country’s water with Arab oil, as a God-giv- 
en resource to be exploited to the full. They 
even spoke of selling water to the parched 
Arab world. 

Turkey’s tone has now softened some- 
what, from outright belligerence to studied 
imprecision. The government says that it 
will never use water as a weapon, and that 
all three countries will have to share the bad 
times as well as the good. It talks vaguely of 
three-way joint studies on the optimal use of 
the water of the two rivers. In the meantime, 
Turkish officials point out that they are 
building an expensive hydroelectric dam 
right at the Syrian border that will not work 
properly if the Euphrates’s flow consistently 
falls below the promised level. 

Syria and Iraq, understandably unsatis- 
fied, would like a firmer commitment on the 
sharing of both rivers. But neither has the 
clout to extract it. Turkey faced down Syria 
last year in yet another dispute over Kurdish 
insurgents, and could easily ride out any 
rumpus over water. 

Nor is Iraq, after a decade of war and a 
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decade of sanctions, in any position to make 
a fuss. Thanks to sanctions, the walls of Iraqi 
irrigation channels are caving in, pumps 
stand idle for lack of parts and thick frosts of 
salt coat many fields. But when sanctions 
eventually end, Iraq should at least have the 
money from its oil sales to cover the cost of 
importing extra food. 

Syria, without the luxury of oil revenues, 
squanders much of the water it receives 
from Turkey. Along some stretches of the Eu- 
phrates, over-irrigation has left up to half the 
land so salty it has had to be abandoned. A 
UN study found that Syrian farmers pumped 
as much as 20% too much water over their 
fields. Evaporation from Lake Assad, a huge 
reservoir smack in the middle of the Syrian 
desert, creates a palpable clamminess on 
otherwise dry summer days. The wind 
whips upso much dustin the near-desert cli- 
mate of the main irrigation area that motor- 
ists often cannot see to drive. And further ir- 
rigation schemes are planned. This waste of 
water helps to strengthen Turkey’s case that 
there is really enough of the precious stuff to 
satisfy all three neighbours. 





Morocco 


Goodbye, good 
riddance 


RABAT 


OME had cause to mourn the sacking of 
Driss Basri, Morocco’s interior minister 
for the past 20 years. Politicians lost their 
scapegoat, comedians their repertoire, hu- 
man-rights activists their object of hate. But 
for most, it was King Mohammed’s finest 
deed in his 100 days on the throne. 
The end was brutal. On November oth, 
the state-run radio simply announced that 








The king steps from Basri’s shadow 
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TEHRAN 


Protester into prisoner 





AST summer, Tehran 
was rocked by students 
demonstrating for reform 
and democracy. The Econ- 
omist, writing about these 
events, carried a photo- 
graph on its cover of a de- 
monstrator holding up a 
bloodied t-shirt, which 
looked (though there is no 
proof of this) as if it might 
have belonged to a fellow- 
protester beaten by the po- 
lice or vigilantes. Other 
newspapers, including Ira- 
nian ones, used the same dramatic photo- 
graph. The publicity did the student, Ah- 
mad Batebi, no good. Last month, he was 
punished by a revolutionary court which 
sentenced him to ten years in prison. 

The court sentenced six students, 
whom it accused of being the demonstra- 
tion’s ringleaders, to various prison terms. 
Manouchehr Mohammadi, charged with 
inciting the protests and co-operating 
with western intelligence, received the 
harshest prison sentence: 13 years. The 
other four were sent down for two to three 
years. The fate of another group of four, re- 











ported to have been tried 
in secret and given the 
death penalty, is still un- 
known. None of the Islam- 
ist vigilantes whose dawn 
raid on a student dormi- 
tory sparked the protest 
appears so far to have been 
arrested. 

The protesters’ crime 
was tocross a red line: they 
moved from calling for the 
reform of the theocratic 
system to challenging the 
system itself. Yet this is ex- 
actly what Abdollah Nouri, a former inte- 
rior minister and leading reformist, is do- 
ing before a Special Court for Clergy. Mr 
Nouri, who is charged with undermining 
the principles of the Islamic revolution in 
his newspaper Khordad, has turned the 
courtintoa forum for the most sensitive of 
issues. He has challenged the legitimacy of 
the court, set up by the late Ayatollah Kho- 
meini. He has questioned the absolute au- 
thority of Khomeini’s successor, Ayatol- 
lah Ali Khamenei. And he has charged the 
clerical establishment with being behind 
last year’s murder of secular intellectuals. 








Mr Basri had been summoned to the palace 
and relieved of his duties. But at least Mr Bas- 
ri was allowed to go alive. When his prede- 
cessors grew too big for their boots, they 
died. Mohammed Oufkir committed sui- 
cide, or so runs the official version; Anmed 
Dlimi went in a car accident. 

Nor will Mr Basri go penniless. At the age 
of 34 he was director of the secret police. A 
year later, in 1974, he entered the govern- 
ment as secretary of state for the interior. 
And there he remained, spiderlike, for the 
next 25 years, becoming minister in 1979, en- 
snaring portfolios in his web. For his retire- 
ment, he has several houses and a luxurious 
coastal resort to choose from. 

Mr Basri described himself as a faithful 
civil servant. But to Moroccans he embodied 
the makhzen, the security-force rule that has 
kept a king on the Moroccan throne for 300 
years, and determines everything from elec- 
tions to eligibility for free medical prescrip- 
tions. It also padlocks Morocco’s political 
and economic dynamism: for instance, the 
Interior Ministry supervises all state and 
public committees dealing with business 
and investment in Morocco’s 16 provinces. 
Dissenters of all kinds tend to be bribed, 
beaten, tortured or exiled. 

Will his fall unleash the country’s poten- 
tial? According to Hassan Aourid, a school- 
friend and mentor of the new king, the late 


King Hassan was a prisoner of the system he 
supported. The sacking of Mr Basri, he sug- 
gests, will set King Mohammed free. The fu- 
ture interior minister, says Mr Aourid, will be 
that and nothing more—hence the appoint- 
ment of Ahmed Midaoui, whose most se- 
nior post was as chief of police. 

Indeed, the buzzword from the palace is 
“new”. The king speaks of his “new vision of 
authority”, a “new path to democracy” and 
“his new vision for Western Sahara” (Mr Bas- 
ri’s recent brush with protesters in the dis- 
puted territory was bad public relations, at 
best). In his first words to the press, the in- 
coming interior minister spoke of his mis- 
sion to bolster freedom for a new Morocco. 

But for all the emphasis on novelty, some 
old ways persist. Journalists are still scolded 
and sometimes blacklisted; state-run organs 
are censored. In a televised address to his 
subjects, the king demanded that they re- 
spect “the responsibilities of democracy”— 
though democracy is still a long way from 
dawning. While exiled dissident have-beens 
are now being allowed back, the Islamists’ 
leader, Abdessalam Yassine, who represents 
the real opposition force in Morocco, re- 
mains under house arrest. 

And although the king talks of institu- 
tions, it is he who gives the orders, not the in- 
ert prime minister, Abderrahmane Yous- 
soufi. King Mohammed has manoeuvred his 
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own men into key positions. He has, for in- 
stance, appointed another schoolfriend and 
former chef de cabinet, Fouad Ali El Himma, 
to be number-two in the Interior Ministry, 
and thus entrenches his own power among 
Basri loyalists. The king has also raised the 
profile of the armed forces, perhaps in con- 
trast to the security services. 

Mr Basri’s sacking was more significant 
than an ordinary settling of scores between 
the old guard and the new. Even so, impor- 
tant questions remain. Does the minister's 
demise herald a transition towards a liberal 
democracy—or will it merely give the makh- 
zen a facelift? The answer, probably, lies 
somewhere in between. 


Ghana 


Return visit 


ACCRA 


HE last time Britain’s queen visited Gha- 

na was in 1961, four years after ithad won 
independence from her empire, the first ma- 
jority-ruled African country to do so. She 
came again this week, on her way to a Com- 
monwealth summit in South Africa, and 
again was regaled by dancers, chiefs and pol- 
iticians. Is Ghana, after bad periods of mili- 
tary rule, living up to its early promise? 

Political stability seems assured. An elec- 
tion next year will bring a successor to Presi- 
dent Jerry Rawlings, who has run the coun- 
try for most of the past 20 years but now 
promises to step down. He came to power by 
way of two military coups, and retained it 
through two elections. Next year's vote, 
Queen Elizabeth told the Ghanaian parlia- 
ment on November 8th, will “demonstrate 
the political change and freedom which 
Ghana now enjoys.” But, she added severely, 
“an open society, a free media [and] a truly 
independent judiciary” are also needed if 
Ghana is to flourish. 

It is not clear yet who will succeed Mr 
Rawlings. The president has informally 
nominated his vice-president, John Atta- 
Mills, a soft-spoken former university lec- 
turer. Some members of the ruling National 
Democratic Congress are backing Konadu 
“Nana” Rawlings, the president’s bright, 
tough wife. The opposition is split but the Re- 
form Party, a breakaway group from the rul- 
ing party, shows some strength. 

The economy has been reasonably 
healthy for some time, though there are now 
signs of recession. Turbo-driven by World 
Bank policies over the past half-decade, 
Ghana has been described by outsiders as a 
“success story” and a “rising star”. Since 1993, 
the economy has grown by about 4% a year, 
roughly double the average of the 1980s, and 
above the rate of other sub-Saharan coun- 
tries. Agriculture, with subsidies abolished, 
has done particularly well, contributing 40% 
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of national output. New invest- 
ment laws have encouraged joint- 
ventures. The five years to 1997 saw 
a rapid increase in foreign invest- 
ment, with an average of $133m 
coming ineach year.Gold produc- 
tion rose by 40% in 1998. Even the 
financial market was doing all 
right until this year, rising by near- 
ly 70% last year,and twice winning 
the “emerging market of the year” 
award from the International Fed- 
eration of Stock Exchanges. 

But the average Ghanaian has 
yet to feel the effects of success. 
Some 60% of the population live in 
poor rural areas, earning paltry 
sums from selling their crops. 
Those in town are not much better 
off many are unemployed or, at 
best, in menial jobs. Every cross- 








roads in the capital, Accra, is 
clogged with young hawkers liv- 
ing off a few dollars a day. Even the middle 
classes see the value of their salaries slip 
away as the currency depreciates (by about a 
fifth so far this year) and inflation creeps up. 
And now the economy seems to be tak- 
ing a turn for the worse. At the end of Octo- 
ber, the government revised its forecast of 
Gpr growth this year from 5.5% to 4.4%. The 
blame lies with the volatile prices of gold 
and cocoa, which together account for over 
half of Ghana’s foreign-exchange earnings. 
The finance ministry reckoned variations in 
the gold price alone could cost Ghana $500m 
this year. Before the price rose recently, all 
the gold-mining companies, including the 
huge, debt-ridden Ashanti (see page 76), had 
laid off hundreds of workers—who have no 
social-security system to fall back on. 





With export earnings dropping, it will be 
hard for Ghana to balance its trade figures 
and pay interest on its $6 billion debt. Gha- 
na’s credit rating is falling and foreign invest- 
ment is down from last year when buyers 
were snapping up privatised state-owned 
businesses. Moreover, since the election is 
not far off, the government can be expected 
to overspend, as it did before the last two 
elections. Civil servants, teachers and nurses 
have been demonstrating for better pay, and 
students for better facilities. 

These are big difficulties, but elections, 
like low commodity prices and visiting mon- 
archs, come and go. Ghana’s economy is 
thought to be basically sound, and a change 
of leader should entrench its democracy. 

B 








JOHANNESBURG 


N HIS few spare moments, President 

Thabo Mbeki of South Africa likes to 
surf the web. Nothing wrong with that ex- 
cept that the Internet, on its own, may not 
be the soundest basis for important policy 
decisions. Mr Mbeki surprised people the 
other day when, in a speech to parlia- 
ment, he spoke out against the toxic side- 
effects of azr, the anti-aips drug (“it 
would be irresponsible not to heed the 
dire warnings which medical researchers 
have been making”), and announced that 
lawsuits were pending against the drug in 
America, Britain and South Africa. 

No, said Glaxo Wellcome, the drug’s 
maker, there were no court cases pending 
against azt, which had been approved by 
medicine-control bodies worldwide, in- 
cluding those in South Africa. In fact, 
South Africa has long been hustling, with 








Mbeki’s words of website wisdom 


some success, to get affordable access to 
the costly drug. Few countries need it 
more. In parts of South Africa, a quarter of 
pregnant women are HIV-positive, and 
Azt has been proved to be effective in cut- 
ting mother-to-child transmission. 

So where did Mr Mbeki get his infor- 
mation? From the web, said an aide. The 
president encouraged parliamentarians 
to check on the Internet to find out more 
about azt’s dangers so they could all dis- 
cuss the issue “from the same knowledge 
base”. There are a vast number of websites 
dealing with azr and its shortcomings 
(like all potent drugs, it does indeed have 
serious side-effects) but most of them 
amount to snippets of negative informa- 
tion rather than peer-evaluated data of 
genuine scientific value. Is Mr Mbeki’s es- 
pousal of the weba little too enthusiastic? 
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According to a study by the Dutch 
Finance Ministry, firms in Austria 
hand over an average of just 17.67% 
of their earnings to the govern- 


ment. That leaves businesses a 
solid 82.33% of their hard-earned 
gains - significantly more than in 
most other EU nations. Only in Ire- 
land and Portugal would you pay 
less - while in Germany, you would 
face the highest tax burden in all 15 


AU 





EU states at 38.53%. And all that 
in a country that offers advan- 
tages far beyond a favorable tax 
system. You can get more facts 
about Austria from the AUSTRIAN 
BUSINESS AGENCY, Official Con- 
sultants for Foreign Investment: 
Opernring 3, A-1010 Vienna, 
Austria, Fax: +43-1-586 86 59, 
e-mail: austrian.business@telecom.at 
Internet: http://www.aba.gv.at 
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The Union’s tricky treaty 


BRUSSELS 


No one wants to do it, but all agree it must be done. It’s time to revise the EU’s 
treaties yet again, and to reopen arguments about sovereignty 


HEN the European Union’s govern- 

ments finished negotiating their most 
recent treaty, in Amsterdam in 1997, they 
were so tired and irritable from two years of 
haggling that they pushed the three most in- 
tractable issues to one side, 
promising to look at them lat- 
er. Now that time has come. 
Each country is bracing itself to 











resume the arguments. ‘Germany 

At their summit in Hel- © Britain 
sinki on December ioth and | france 
uth, the u's leaders will give | tay 
the order for another constitu- | San 
tional gathering—-which, in nere 

: $ E etherands 
the jargon, is called an “inter- eer eels 
governmental conference”, or Greece i 
1GC. Itwill consist of weekly or | P99um 
fortnightly meetings of diplo- | "tga! 
mats and civilservantsin Brus- | Sweden 


sels, starting early next year. 
The outcome is meant to be yet 
another treaty, ready for signa- 
ture in December 2000. 

The leftovers from Amster- 
dam which will lead the agen- 
da are technical in nature, but 
still cut to the quick of national 
sovereignty. The issues are: 
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s Whether to extend the use of “qualified- 
majority voting” among governments in the 
EU’s Council of Ministers, where most big 
policy decisions are made and, with parlia- 
ment, laws are passed. By definition, this re- 





Slovenia (2.0) 











duces the need for unanimity and so re- 
duces the value of national vetoes. 
Qualified-majority voting means, at present, 
that a proposal must get at least 62 out of 87 
possible votes (ie, a 71% majority) to pass. The 
conference could decide to lower this thresh- 
old, making majorities easier to find. 
e How best to correct the allocation of votes 
among EU countries, so that these corre- 
spond more closely to population size. 
* How best to keep down the number of 
commissioners nominated to run the Euro- 
pean Commission, the eu’s executive arm. 
Most governments accept that these 
changes and more are needed if the Eu is to 
go ahead with its current plans to expand. 
Hence the pressure for a treaty. 





Votes in| Over (+) or Candidate countries _ Q The eu Papeete to admit 12 oF 
Population Council of — under (-) of comparable | more new members Starting in 
m Ministers _ represented population (m) | 2003-05, most of them from 
823 -10 m ; | Central and Eastern Europe. £u 
50210 2 | institutions first designed for 
ee 46 3 | six countries will have to cope 
=s 410 n o | with27or more. 
394 8 - Poland (38.7) | The argument goes that 
15.7 5 4 Romania (22.5) l more majority voting is need- 
A : ES | ed, because few decisions re- 
10.6 cog ++ Czech Rep (10.3) ae anteaters 
B : tio onki Sosno quiring unanimity will survive 
10,2 5 ++ Hungary 00 | 27potential vetoes. A reweight- 
38 5 $ oe | ing of council votes is needed, 
8.9 4 bec Slovakia WA | because until now the eu has 
31 a ace Bulgaria (8.3) offered over-representation to 
53 3 ++ smaller countries as a means of 
52 3: +4 sO es reassuring them. But most can- 
37 3 IF Lithuania (3.7) Latvia (2.5)| didate countries are small, so 


H 
] 
1 
| 
| expansion could push over- 
| representation to absurd levels. 
| As for the size of the commis- 
| sion, most governments think 
1 ittoo big already with 20 mem- 
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as 


bers—two from-each of the 
five larger countries, one each 
from the rest. More commis- 
sioners would simply be more 
dead weight. 

The fiercest arguments 
will probably come over qual- 
ified-majority voting. Almost 
all the eu’s members support 
the extension of majority vot- 
ing in principle. But there is no 
general agreement about 
where it should be extended 
in practice. Everywhere, na- 
tional sensitivities break 
through. 

The reweighting of votes 
will be a long and expert 
poker-game. In the end the big 
countries will gain a vote; Ger- 
many may even get two. Lux- | 
embourg will lose one. The | 
countries in the middle willbe | 
encouraged to argue among | 
themselves. 

As for the size of the com- 
mission, the debate boils 
down to two options. The soft 
one is to allow each country to 
nominate one commissioner E F 

| 
i 
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f 
| 
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only, without a cap on num- 
bers. The hard option is to cap 
the number of commissioners 
for all time at 10, 15 or 20, and 
then decide how these will be 
chosen—for example, by ro- 
tating nominating rights. Simi- 
lar deals could then be struck 7 


-planning 


to cap membership of the £u’s 
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Where nations draw the li ne 





UCH routine EU punes! iS subject to majority yoting among 
the club's:members. But any EU government can use its na- | 
tional veto to stop the Union adopting new laws or policy decisions i 

inthe following mainareas: 


7 Any action not specifically authorised under the gu treaties 
<e Revision of ev treaties. 
|. e Admission of new members 


* Proposals for new programmes or institutions that will incl ude some, but 
notall, eu countries ae 


è Manufactureand saleofarms _ 

s Decisions of principleon common foreign poy 

+: International agreements 

e Citizens’ rights, laws against discrimination 

e Police and judicial co-operation in criminal matters 

* Visas, asylum, immigration* ; 

| «Free movement of people, residence rights a 
e Social security, protection and representation of workers 

© Useof eu money for promotingemployment 

_ © Newevor national subsidies toindustry 





-< @ Financial assistance toa member in serious economic euoube 
° The “excessive, a procera oft the monetary union 












court of auditors and of its 
court of justice. 

Other items will be added to the confer- 
ence agenda if governments think itcan take 
the strain. One front-runner is defence. The 
EU wants to incorporate the Western Euro- 


Germany 


pean Union, a near-dormant military alli- 
ance with an overlapping membership, as 
one of its own institutions. That would re- 
quire treaty changes. 

Another candidate is a planned “charter 


Coming together, ten years on 


SALZWEDEL 


Rural Germany on either side of the old border between communist east and 
capitalist west looks pretty similar. Old differences linger—but are fading 


EN years after the barbed wire dividing 

the two Germanies was taken away, the 
inhabitants of Salzwedel, a farming district 
in the once communist-run state of Saxony- 
Anhalt, feel as if another half-century has 
raced by. Their way of life and entire world- 
view has been turned upside down. 

Outwardly, they differ little from their 
western neighbours just across the border in 
Lower Saxony. Gone are the clapped-out, 
smelly East German-built Trabant cars. 
Gone the piles of coal along the streets for 
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heating homes. Gone the three-metre-high 
(ten-feet) cement and steel fences, the five- 
metre-wide trenches, the menacing watch- 
towers and trigger-happy communist 
guards and their dogs. 

The pot-holed dirt roads are tarmac 
now, the grassy pavements relaid, the crum- 
bling old wood-and-brick houses spruced 
up, the decrepit churches restored. An old 
Hanseatic town of 20,000 inhabitants, Salz- 
wedel sparkles with new restaurants, bou- 
tiques, banks, petrol stations and shopping 


is to poorer Eu regions ` 
ing cationenetgy or town : 
| i ec rticular regions 
aaan ee EE rea institutions including the p: 


< liament, commission, courtof: 
‘nomination of nein 


stice and central bank; 
veto maj ty voting in 2004 if all countries agree 






of fundamental rights” for £u 

| citizens. A special assembly 

would draft this in the course 

| of next year, but the legal sta- 

=| tus of the document has yet to 

| be decided. Treaty changes 
| 





might be used in order to give 
it legal force. 

Romano Prodi, the presi- 
dent of the commission, has 
more ideas still. He wants the 
| right to sack his commission- 
ers. He wants simpler rules for 
what the eu calls “close co-op- 
eration” or  “flexibility’— 
which is to say, when a group 
of countries proposes a pro- 
ject that may not appeal to all 
members. Monetary union 
was an extreme example of 
this: countries such as Britain 
and Denmark which did not 
| fancyjoininga single currency 
were allowed to opt out. 

Mr Prodi would also like 
to reshape the whole of the 
EU’s canon of treaties into two 
tiers. One would consist of ba- 
sic constitutional provisions 
which could be changed only, 
as now, by a full-dress consti- 
tutional conference. The sec- 
ond and larger tier would con- 
tain lesser provisions relating 
to particular policies which 
could be changed much more 
easily—by ordinary voting 
within the Eu institutions. 

Most governments think 
this last plan too ambitious. 
But they may change their minds as next 
year’s constitutional conference, the third in 
ten years, drags on. Anything that reduces 
the need for more such head-banging in the 
future will take on a strange allure. 








centres. Its ancient half-timbered houses 
have been beautifully renovated. Lured by 
lower prices in the east, westerners (Wessis) 
are often amazed by—and are perhaps a bit 
envious of-the well-dressed people, the 
new cars, the general aura of prosperity, paid 
for, they suspect, out of their western taxes. 
Being so close to the west, the 100,000 
people in the surrounding district along 
what was the east side of the border between 
communism and capitalism have benefited 
more than mostof their fellow Ossis since re- 
unification. Many Wessis, tempted by 
cheaper labour, the chance toignore red tape 
and fat government incentives to invest in 
the former east, have moved their busi- 
nesses across the old line. Others, who fled 
from the advancing Russians after the sec- 
ond world war, have come back to reclaim 
property, bringing both western wealth and 
western ways. Wessi mothers now bring 


THE ECONOMIST NOVEMBER 13TH 1999 











apr ank AG Hong K g 
Voted NaJ m pes nS, State agencies and supranational agar 


Respondents wer 












101 deals, US$35 billion raised 
in the global equity capital markets 


Our ability to find innovative 





$ , A “ek Blueston 

financial solutions in today’s ®, DSL: ACME | haa D See jae 
complex capital markets is i i 

y % à USt milion US$54 million USS132 million US$69 million | US$64 million US$144 million 
just as vital to clients.as our on Otay piga terng y ‘dial Cubic Diang I inta POCONG i sy 





successful track record, 





To us, performance means 
one thing ~ delivering i P tintech lurtifiand 
superior results for our 
clients, another reason 
why Deutsche Bank is = 
leading to results. 





i hig ¢, jobs com 


tilt 





URS million © US$77 milion US$1i2 USS37 milli 


fiat Putri Cfenag 
















Kensin 


£433 milik 


CSM ost 


: Pinnacte Holdings Inc. 
uSss38 ailan | €110 million : ussa ilog 


| USS275 milion 3 ussat? million 








EXCHANGE 





i. Wesley Jasson 
> Visioncare, inc: z 
» USSTIS million i USS76 million 


ng sor Gering 














TOTAL FINA | 


National Discount | Total Acaess Conimgnigation | 
Brokers Group. Ine. | Public Company Ltd, 
USS million {TAC} Thailand i ean riflion 


uss70 milion Heats 





@ntinental- 
Nichiei Co., Ltd, 


¥50 billi 


Le 
Clear Channel 
Communications, ine. 
USS1.5 hiili €247 million 


soë 








That's performance from the world’s s No1 
investment bank for capital-raising“ 


Performance is 






leading to results ™ 


Deutsche Bank 














How will you navigate beyond risk 


to thrive in the digital economy? 


For answers to questions on the 
future direction and performance 
of the world’s most dynamic 
communications markets, the 
World Bank, European Union, 
Cisco, Lucent, McKinsey, Ericsson, 
and Sony (to name just a few) 


turn to Pyramid. 





Can we find some answers for you? 


CONSULTING 


ADVISORY SERVICES 


; MARKET ANALYSIS 


PYRAMID RESEARCH 


First choice for analysis and forecasting 
on communications markets around the world 





their children over to the once-free and still 
much cheaper créches and kindergartens. 

Despite the absence of heavy industry 
and the collapse of collective farms, whose 
workers on the land have dropped in num- 
ber from 15,000 in 1989 to 3,000 today, unem- 
ployment in the area, though still twice the 
western rate, is lower than in most of the rest 
of Saxony-Anhalt or other eastern Lander 
(states). Many of those easterners who lost 
their jobs have been able to find new ones 
across the border in Lower Saxony; some 
commute more than 200km (125 miles) a day 
to Hamburg or Hanover. 

Soeast and west mix and mingle. At first, 
there was suspicion, prejudice and resent- 
ment on both sides. Now, says Wilhelm von 
Gottberg, mayor of Schnega in the west, 
things are easier. For him, the two neigh- 
bours are pretty similar, though if you go far- 
ther east life is still “pretty grim’. Next 
month, the railway between Schnega and 
Salzwedel, closed during the cold war, is to 
be reopened, directly linking the port of Bre- 
merhaven, on the North Sea, to Berlin for the 
first time since 1945. “For us,” beams Mr von 
Gottberg, who once worked for the West 
German border police, “the frontier does not 
exist any more.” 

But for his neighbours down the road, 
matters are not quite so simple. “The physi- 
cal barriers may have been removed,” Don- 
ald Molin, a burly, bearded pastor with ear- 
rings and 18 villages in the Salzwedel area to 
look after. “But there is still a barrier in peo- 
ple’s minds, which is likely to remain for at 
least a generation.” Aged 25 when the wall 
came down, he says that his own upbringing 
in the east has left its mark. “You cannot just 
wipe it all away. I’m not sure we are one na- 
tion yet. In the east we still have lower wages, 
lower pensions, more unemployment. There 
are still clashes between Wessis and Ossis.” 

Like many Ossis, Hans-Albert Schulz, a 
teacher, resents being told that everything 
was so ghastly before. “Certainly, my stan- 
dard of living is higher now,” he says. “More 
importantly, I can go where I want, say what 
I want, do what I want. But not everything in 
the cpr [East Germany] was bad. Maybe we 
couldn't buy many luxury goods, but food 
was cheap and no one went hungry. At least 
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everyone had a job. And human relations 
were better, I needed my neighbours and 
they needed me. We all helped one another. 
Now, people are more isolated. We often 
don’teven say hallo toeach other any more.” 

But go-ahead Ossis have their say too. 
Peter Mumme was a labourer on a big collec- 
tive farm near the border. After reunifica- 
tion, he got back the 14-room farmhouse and 
60 hectares (150 acres) his family had owned 
before communism. He had no tractor, no 
modern equipment, no experience of the 
market economy. Now he has rented an ex- 
tra 140 hectares, grows cereals and sugarbeet 
and rears pigs, turning over more than 
DM200,000 ($107,000) a year, half of itin sub- 
sidies from the £u. “It's more work, more 
worry, but more fun.” 

And the downside of unification? “There 
was less crime—because everything was so 
controlled. The frontier barrier was in our 
farmyard. The border police and Stasi [secu- 
rity police] were everywhere. Anyone from 
another village wanting to visit us had to ap- 
ply for a special permit at least four weeks in 
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advance—just to drop in for a cup of tea. 
When I think about it now, life was pretty 
awful. But it was the only life we knew. We 
just accepted it. We were taught that every- 
one over there, just a kilometre away on the 
other side of the border, was bad, an enemy. 
We were brought up to hate the other ‘capi- 
talist’ Germans.” Now, in a small way, Mr 
Mumme is a capitalist himself. 





Sweden 


Dark shadows 


STOCKHOLM 


ONG regarded as tolerant and generous 
towards immigrants, Sweden has been 
shaken by a recent wave of neo-Nazi vio- 
lence. Far-right extremists started causing 
trouble during the deep recession of the early 
1990s. Back then, police dismissed the perpe- 
trators as disorganised, publicity-seeking 
youngsters protesting about high unem- 
ployment. Joblessness has since fallen 
sharply, and Sweden is now savouring an 
economic boom. Which makes the recent 
spate of racist violence all the more unset- 
tling. More disturbing still, the latest attacks, 
which include several murders, bombs and 
intimidation, were well organised. 

The violence attributed to neo-Nazis be- 
gan in May, when two policemen in south- 
ern Sweden were shot dead, execution-style, 
during a bank robbery. Three men, now be- 
ing tried for the murders, were allegedly 
planning to use the stolen cash to finance a 
new, underground neo-Nazi group. A 
month later, an investigative journalist who 





COPENHAGEN 


| WEDEN is not the only Nordic country 
grappling with a rise in racial tension. 
Across the Kattegat, in Denmark, late at 
night on November 7th, a gang of about 50 
young people went on the rampage on 
| Norrebrogade, a big shopping thorough- 
fare in a district of Copenhagen with a 
high concentration of immigrants. Cars 
and containers were set alight. Most shop 
| windows in the street were smashed. It 
| was the country’s worst riot for six years. 
| 
| 





The rioters were a mix of immigrants 
and locals, apparently protesting against a 
controversial court ruling last week in 
whicha man of Turkish origin became the 
first Danish-born person to get an expul- 
sion order from the country, to be en- 
forced after he had served a three-year 
sentence for violent theft. Though Danish- 
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citizenship to which he wasentitled. 

Tension is rising. Already, Denmark | 
has been shaken by a row about whether | 
shop owners should be allowed to forbid | 
their female employees from wearing the | 
Muslim headscarf. All this comes at a time 
when the Progress Party, until recently the 
most right-wing party in parliament, has 
just readmitted Mogens Glistrup, the vo- 
ciferous and extreme opponent of immi- 
gration who helped found the party. 

Mr Glistrup lost no time grabbing the | 
headlines, claiming that all Muslims | 
should be rounded up into camps, and 
the women sold to South American coun- | 
tries. This was too much for Progress’sfour | 
sitting members of parliament, who re- | 
signed en masse, leaving the party—for | 
the moment, at least—without any parlia- | 
mentary representation at all. | 
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had been probing far-right groups was in- 
jured with his young son in a car-bomb at- 
tack outside his flat. Scores of prominent 
people who have supported immigrant-re- 
lated causes began receiving anonymous 
death .threats; among them were trade 
unionists and left-wingers, as well as Percy 
Barnevik, chairman of Investor, one of Swe- 
den’s top companies. 

Then, last month, Bjorn Soderberg, a 
trade-union official, was murdered in his 
home after exposing a colleague as a neo- 
Nazi infiltrator. His murder unleashed an 
outpouring of anger at what many perceive 
as passivity on the part of both the police 
and the Social Democratic government of 
Goran Persson against what looks like a 
growing, co-ordinated neo-Nazi threat. 

Since then, anti-neo-Nazi tallies have 
been held across the country, attracting tens 
of thousands of demonstrators. On Novem- 
ber 10th, “anti-fascist” demonstrations were 
held in Stockholm and other cities. The spec- 
tre of neo-Nazi terror inspired the editors of 
Sweden's four competing national newspa- 
pers to write an unprecedented joint open 
letter denouncing the violence and demand- 
ing a tougher official response. 

The authorities have indeed been com- 
placent. Swedish law prohibits incitement to 





Russia and its generals 


Who's in charge? 


MOSCOW 


racial hatred, the use of Nazi-style salutes 
and the wearing of Nazi clothing or symbols; 
but the law is not always enforced. On occa- 
sion, policemen attending right-wing de- 
monstrations have simply stood by while 
the law was flouted. For their part, ministers 
are reluctant to bow to growing demands for 
a ban on neo-Nazi groups, partly because 
this would contradict Sweden’s liberal free- 
dom-of-expression laws. 

Besides, Ulrika Messing, the minister in 
charge of integrating newcomers into Swe- 
den, believes a ban on already covert organi- 
sations would give them “martyr” status, 
and so lure even more young people. A plan 
she launched last month to combat racist 
crimes dwelt more on providing support for 
victims of racist attacks than it did on clamp- 
ing down on offenders themselves. 

In the meantime, neo-Nazi elements are 
taking advantage of the space granted to 
them. Sweden is already known as a hotbed 
of “white power” neo-Nazi rock music, and 
of several far-right websites. The groups now 
seem to be aiming at new targets. One of 
Sweden’s largest adult-education bodies this 
week ordered its officials not to disclose per- 
sonal details of several of its history teachers. 
Racist thugs have threatened them because 
their syllabuses include the Holocaust. 


With generals threatening to disobey the politicians and with rumours 
swirling that the prime minister is to be sacked, the power vacuum in Russia 


is again growing 


N THE face of it, yet another political 

upheaval, perhaps even a military 
coup, is on the cards, for at least two reasons. 
First, Russia’s generals are said to be at odds 
with the ruling politicians, including Presi- 
dent Boris Yeltsin, over the war in Chechnya: 
the soldiers are keen to bash 
on, while the men in the Krem- 
lin are said, at least by some, to 
want to stop the fighting. Sec- 
ond, sundry opponents of the 
prime minister, Vladimir Pu- 
tin, are said to be increasingly 
worried by his popularity— 
and think it time for him, after 
barely three months in office, 
to be booted out. 

On closer inspection, 
however, the picture and the 
theories are a lot fuzzier. What 
is true is that the power vacu- 
um caused by the presidents 
enduring grogginess gapes as 
large as ever—and, with a gen- 
eral election next month anda 
presidential one in June, it is 
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Will they do what they are told? 


unclear who might conceivably fill it. 

Does Mr Putin, an ice-hard ex-kGB man, 
really have a chance of becoming the next 
president? This, too, is hard to say. For the 
moment he is Russia’s most popular politi- 
cian. When, barely three months ago, the un- 












popular Mr Yeltsinnamed him his presiden- 


tial heir, few people took the pronounce- 
ment very seriously. Mr Putin, after all, was 
an unknown. But now that the prime minis- 
ter’s stock has soared, people around the 
president are beginning to bad-mouth him. 

The press is full of stories that Mr Putin is 
about to be sacked, like the four other prime 
ministers who have been raised up and then 
thumped down in the past year-and-a-half. 
The country’s main television station has 
suddenly gone cold on him. The new name 
to drop, among those bits of the media still 
warm towards Mr Yeltsin, is Sergei Shoigu, 
minister for emergencies and disaster relief, 
now in the spotlight thanks to Chechnya. 

Some say that Mr Yeltsin’s family and the 
tycoon closest to it, Boris Berezovsky, never 
really liked Mr Putin—and fear that, should 
he actually grasp the presidency, he would 
turn on them. Mr Yeltsin is notoriously jeal- 
ous of allies who get too powerful. And Mr 
Putin has been saying some tough things 
about corruption. 

Still, it would be a big risk for Mr Yeltsin 
and his circle to have him sacked now. Only 
a few months ago, most Russians would 
have scoffed at the idea that the Kremlin 
might find a credible candidate for the presi- 
dency. Now Mr Putin looks as good a bet— 
from Mr Yeltsin’s point of view—as any. 
None of the alternatives looks practical. 
Though Mr Shoigu has been a good minister, 
he is wooden on television and his grouping, 
Unity, which has a clutch of regional leaders 
behind it, is failing to make headway in the 
approach to next month’s general election. 
The interior minister, Vladimir Rushailo, 
who has also been mooted to replace Mr Pu- 
tin, is even less plausible. 

Another, bigger, figure who has come 
back into this murky picture is Alexander 
Lebed, the retired general who was briefly 
Mr Yeltsin’s favourite after helping him win 
the presidency in 1996, but who has since 
floundered as a provincial governor in Sibe- 
ria. More to the point now, he brokered the 
peace which ended the last Chechen war, 

also in 1996. He says he is ready 








to repeat that performance. 
But the military circum- 
stances today are different. The 
war then was going badly for 
Russia. So far, in this campaign, 
it is not. As well as claiming to 
have surrounded Grozny, thé 
capital, Russian forces say they 
have encircled Chechnya’s sec- 
ond town, Gudermes, cutting 
off the Chechen fighters there. 
The generals are therefore in no 
mood to stand aside and let Mr 
Lebed make peace. And in this 
campaign, at least so far, there 
has been little public pressure 
to halt hostilities. Of Russia’s 
main political parties, only Ya- 
bloko, on the centre-left, has 
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called for even a conditional ceasefire. 

In Yeltsinite Russia, prime ministers 
come and go. Far more dramatic are sugges- 
tions that politicians could be dispensed 
with altogether. The media have been full of 
reports that the generals are seething be- 
cause the Kremlin may be about to succumb 
to western blandishments and sue for peace. 
One big newspaper said that Mr Yeltsin had 
told Mr Putin todo this—and to dismiss both 
the chief of the general staff, General Ana- 
toly Kvashnin, and the head of Russia's for- 
eign intelligence service, Vyacheslav Trub- 
nikov. Hence the rumours of the generals’ 
plans to take matters into their own hands. 

Though generals have dabbled little in 
politics throughout Russia’s bloody history, 
several have lately made some highly provo- 
cative forays. The commander of Russia’s 
forces in Chechnya, General Vladimir Sha- 
manov, has said publicly that he and his top 
colleagues would resign rather than obey an 
order to stop the war. If a ceasefire were 
called, “some believe the country will be dri- 
ven to the brink of civil war,” he declared. Mr 
Yeltsin promptly returned early from (an- 
other) holiday, and dished out some grand- 
sounding medals. 

Not surprising, then, that Russia’s politi- 
cal bosses, as well as the generals, are talking 
tougher than ever. In a hint that the conflict 
could widen, Azerbaijan and Georgia, two 
pro-western ex-Soviet republics in the Cau- 
casus, have been warned against offering a 
haven to a Chechen government-in-exile or 
to retreating Chechen forces. Russia this 
week forced Georgia to close its northern 
border, near Chechnya, to most foreigners. 
Russia has also reminded the world of its nu- 
clear capability by testing an anti-ballistic 
missile and declaring that it may fit multiple 
warheads on to its most modern missile, the 
Topol-m—which would breach existing 
arms-control agreements. 

This sudden onset of military braggado- 
cio could be a ruse for enabling Messrs Yelt- 
sin and Putin, in Istanbul, to explain why 
they cannot risk stopping the war in Chech- 
nya. Or, more sinisterly, it could truly herald 
the intrusion of generals into Russian poli- 
tics. Either way, it leaves a question-mark 
over Mr Putin’s future—-and offers little com- 
fort to the wretched Chechens. 


Turkey's Islamists 
The reformers 
make their bid 


ISTANBUL 


HEN Recai Kutan, leader of Turkey’s 
Islamist Virtue Party, condemned the 
killing in a bomb attack last month of a 
prominent pro-secular academic, Ahmet 
Taner Kislali, some angry onlookers shouted: 
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Kutan ponders the beard question 


“Shut up and go to Iran.” A mortified Mr Ku- 
tan beat a hasty retreat. He knows that Tur- 
key’s Islamists are still seen by many Turks as 
a threat to the secular state founded by Ke- 
mal Ataturk 76 years ago. 

Mr Kutan, an avuncular septuagenarian, 
wants to persuade these Turks that they are 
wrong. He has been Virtue’s leader since it 
took the place of another Islamist party, Wel- 
fare, which was ejected from government 
under pressure from Turkey's generals in 
1997. Last week Mr Kutan was in Washington 
meeting American officials and Jewish 
groups. He sought to persuade them that 
calls by Islamists for Turkey's withdrawal 
from Nato and for the establishment of an 
“Islamic common market” were things of the 
past. If Virtue were allowed to be elected to 
power, it would be their “best and most reli- 
able friend”. 

It is unlikely that Turkey's generals have 
yet softened their hearts. Welfare and its 
leader, Necmettin Erbakan, were found 
guilty by Turkey’s top court, on thin evi- 
dence, of seeking to impose religious rule on 
the country during a stormy year as part of a 
coalition government that fell in 1997. The 
party was shut down and Mr Erbakan 
banned from politics for five years. 

Not long before the general election held 
in April this year, Turkish prosecutors 
sought to ban Virtue as well, accusing it of be- 
ing a “mere extension” of Welfare. Although 
many people thought this would win votes 
for Virtue, in the event it tottered into third 
place in April, behind Bulent Ecevit’s Demo- 
cratic Left Party and the fiercely jingoistic Na- 
tional Action Party, which finished a sur- 
prise second; and Mr Ecevit, for the fifth time 
in 25 years, became prime minister. 

What went wrong? Ask Mr Kutan and he 








EUROPE 


gallantly responds: “Virtue is a brand-new 
party and has done terribly well for a brand- 
new party.” Ask any other disgruntled Virtue 
politician and he will probably answer: 
“Erbakan.” Apparently unruffled by the po- 
litical bans and court cases slapped on him, 
the pugnacious Mr Erbakan continues, at 74, 
to wield great influence over the Islamist 
movement he founded more than three de- 
cades ago. “Erbakan is no ordinary politi- 
cian. He is the spiritual leader of the Islamic 
movement, and no one dares challenge 
him,” says one seasoned onlooker. 

Not quite true, actually. Tayyib Erdogan, 
a former Islamist mayor of Istanbul, who 
was ejected from that job last year under 
military pressure (and briefly sent to jail for 
reciting a poem deemed to call for “religious 
rebellion”, even though it was written by a 
poet admired by Ataturk himself), has 
emerged as a strong contender for Mr Erbak- 
an’s throne. True, Mr Erdogan too has been 
banned from politics, in his case for life. Yet 
he too, like Mr Erbakan, remains a force on 
the political scene. 

Quietly courted by American officials 
and by some top Istanbul businessmen, this 
youngish former football player (now furi- 
ously learning English) is the guiding hand 
behind a group of dissident Virtue parlia- 
mentarians known as the “renovators”, who 
are seeking to wrest the party away from Mr 
Erbakan and his “white-bearded” suppor- 
ters. One of them, Bulent Arinc, an urbane 
lawyer, says he will stand against Mr Ku- 
tan—who is backed by Mr Erbakan—at a 
party congress due next spring. 

Mr Arinc reckons that the party is des- 
perately in need of fresh blood. “Above all,” 
he says, “we have to steer ourselves away 
from the margins of society and become a 
party that can be trusted by everyone, Our 
aim is to make Virtue a party of Turkey and 
not of this or that ideology which looks as if 
it is at war with the state.” 

So a battle for Virtue’s future is under 
way. One of the renovators has just defeated 
a white beard in an election for the leader- 
ship of Ankara’s provincial organisation. Mr 
Erbakan, however, shows no signs of back- 
ing down, and with a personal fortune esti- 
mated at well over $50m he has deep pock- 
ets. While the rival factions were slugging it 
out in Ankara, Mr Erbakan appeared before 
a group of foreign journalists in Istanbul to 
announce his “plans for the future”, which 
include a trip to the United States to meet 
American officials and possibly even a bid 
for the country’s presidency when Suley- 
man Demirel’s term ends next May. Turkey's 
generals are no doubt raising an ironic glass 
of raki to his success. 


| | 
| Our Spain correspondent, Adela Gooch, has 
| won the prize for best foreign correspondent | 
| awarded by the Fundacio Barcelona Promocio. | 
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Franjo Tudjman, awkward Balkan survivor 


OR a 77-year-old who was widely said to be on the point of 

death a good three years ago, the man who led Croatia to inde- 
pendence has proved surprisingly resilient. Only last month, 
when he appeared frailer and thinner than before, but not visibly 
on his last legs, Franjo Tudjman told a bevy of foreign correspon- 
dents that all speculation about his health was just cynical gossip 
put about by people who “dislike the democratic Croatia that I 
have set up.” But this month, efforts to play down his condition 
collapsed when the president had an emergency operation and 
once again disappeared from public view. With the ship of state 
rudderless since then, Croats are wondering anxiously where it 
will sail when Mr Tudjman is no longer at the helm. 

Until recently, the big question in Zagreb, Croatia’s capital, was 
whether the country’s high-handed ruler, who enjoys so much 
sway over the armed forces, secret ser- 
vices and media, would be able to rub 
along with the more liberal legislature 
that may soon be elected. The coun- 
try’s current parliament, dominated 
by the president’s Croatian Demo- 
cratic Union, was due to be dissolved 
on November 12th, with a general elec- 
tion expected just before Christmas. 
But if the president bows out sooner 
than that, and Croats have to elect a 
new head of state as well, it could find 
itself in turmoil. Already the struggle 
between Mr Tudjman’s lieutenants is 
getting dirty. A fight for the soul of 
post-Tudjman Croatia is under way. 

On the face of things, the country’s 
international standing and the quality 
of life at home should only improve 
once the old man has gone. Right to the 
last moment, Mr Tudjman has infuri- 
ated his reform-minded compatriots 
and embarrassed his own minders 
with his blunt, sometimes outrageous, 
statements. Having served as an im- 
portant strategic pawn in the western 
military and diplomatic game that 
ended the Bosnian war in 1995, Croatia 
is now being told, more forcefully than 
before, to start behaving better: for in- 
stance, by helping the West to rebuild Bosnia; by handing over for 
trial the officers who fought Croatia’s corner in the dirty fighting 
with Bosnia’s Muslims in 1993; and by readmitting its own ethnic- 
Serb citizens, up to 300,000 of whom were displaced by war. At the 
same time Croatia has been expected dutifully to fall into step 
after every twist and turn of naro’s policy towards Serbia. 

But Mr Tudjman has stubbornly refused to say the politically 
correct things. For example, he still wants the Bosnian Croats to 
have their own separate political entity, in defiance of the Dayton 
agreements that ended the Bosnian war; and he says bleakly that 
there may be limits to his so far quite extensive co-operation with 
the un war-crimes tribunal. 

In part because of the president’s reluctance to pay even lip 
service to placate the West, his country has languished in the di- 
plomatic doldrums. nato and the European Union have ex- 
pressed their unhappiness by barring Croatia, respectively, from 
Partnerships for Peace (a NATO-run co-operation club that in- 
cludes some unsavoury regimes from the former Soviet Union) 
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and from Eu technical-aid programmes that include almost every | 
other country in the rest of Central Europe. l 
Of the long list of sins of which Croatia stands accused, most | 
of them directly touch either the president himself or a gaggle of | 
advisers. Above all, Mr Tudjman and his friends are blamed for | 
manipulating state television, despite strong pressure from the EU. | 
The Westis alsodismayed by anelectoral law, rammed through by | 
Mr Tudjman’s supporters, which fails to enfranchise Croatia’s dis- | 
placed ethnic Serbs while entrenching the voting rights of ethnic | 
Croats in Bosnia and around the world, who, not surprisingly, | 
tend to cast their absentee ballots for Mr Tudjman and hiscronies. | 
Still, it would be too simple to say that he and his frends are | 
Croatia’s main problem. He would not have survived as unchal- | 
lenged ruler during a decade of war and peace if his brand of na- | 
tionalism had not struck a chord with | 
a lot of people. And his own biogra- | 
phy, steeped in the tragedies of 2oth- | 
century Balkan history, resonates with | 
many compatriots. | 
Like Marshal Tito, who ran Yugo- | 
slavia from 1945 until his death in 1980, | 
the young Tudjman was a Marxist | 
from Croatia who fought hard against | 
the Nazis and their regional proxies, | 
the murderous Ustasha regime. Mr | 
Tudjman later decided that Serbian | 
communist propaganda was exagger- | 
ating the number of Serbs and Jews | 
massacred by the Ustasha at their Ja- 
senovac death camp. It was his em- | 
brace of such bitterly controversial | 
views on history that turned him from | 
being a successful general in the Yugo- | 
slav army toa nationalist dissident. As | 
leader of Croatia’s independence | 
movement, he cannily pitched his ap- | 
peal to Croats of left and right. While 
continuing to denounce the Ustasha | 
regime, he quietly adopted some of its 
symbols. This was logical for a politi- 
cian who planned to build a state on 
nationalism rather than ideology; and | 
it has paid dividends. 
Now that anew republic hasbeen | 
built on these dubious foundations, Croatia’s relations with the 
western world—as black sheep or promising partner—hang in the 
balance. Whether or not its founder is there to guide them, the 
party’s hardliners will try to turn international pressure to their 
own advantage. They will paint themselves as defenders of Croa- 
tia’s hard-won independence from arrogant westerners who were 
happy touse the country strategically and now want tocontrol it. 
Croatia’s reformers, meanwhile, make the opposite case: they 
will say the ruling party’s bullies have an interest in misbehaving, 
so keeping the country in quarantine, because isolation guaran- 
tees their domination. In other words, they are defending not Cro- | 
atian independence but their own privileges. | 
Much depends on how pressure is applied from abroad. Ifitis | 
too heavy-handed, itcould bolster Croat suspicions that the world | 
is more interested in Croatian war crimes than in Serbian ones. | 
l 
| 
| 





People like Mr Tudjman would then reap the benefits. Only if the 
West offers carrots as well as sticks will those who want a different 
sort of democracy in Croatia get their long-awaited break. 
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THE ECONOMIST REVIEW 


Did a vaccine cause AIDS? 


A frozen sample in a Philadelphia lab could illuminate the origin of AIDS 


I; ISa shame that the “The River” is so long, 
because many readers will give up before 
they have sieved out the extraordinary 
things it has to say about the origins of arps 
and the unintended consequences of medi- 
cal testing. Half-buried in its more than 1,100 
pages are two important questions. One is 
why, in different places in Africa, and appar- 
ently within the space ofa couple of decades, 
three separate viruses emerged which each 
produce the symptoms of arps. The second 
question is whether an American research 
institute really is as reluctant as Edward 
Hooper implies to organise tests that might 
provide vital missing evidence. 

The theory advanced in this book by Mr 
Hooper, a former pac Africa correspondent 
and United Nations official, is that Arps was 
accidentally introduced during vaccine 
trials in the 1950s and 1960s. In particular, he 
suspects that the most prevalent form of 
Arps~—the sort caused by the virus family 
known as HIv-1 group M—was introduced 
into Africa by way of CHAT, a vaccine against 
polio. cHar was developed during the 1950s 
at the Wistar Institute in Philadelphia by a 
researcher called Hilary Koprowski and 
then tested on animals in those parts of Con- 
go, Rwanda and Burundi (all then under Bel- 
gian rule) where the Arps epidemic among 
humans seems to have originated. 

This explanation of the origin of arps is 
controversial, not because the science un- 
derlying it is implausible but because of a 
gap in the evidentiary chain. It seems likely 
from the genetic fingerprint of Hrv-1 that it 
evolved from a chimpanzee virus. How this 
might have happened is not known for sure. 
But Mr Hooper suspects that one or more 
batches of cHaT were grown on tissue cul- 
tures made from chimpanzee kidneys. 
Moreover, he believes that there is a way to 
test thisconjecture. At least one sample of the 
suspect batch of vaccine is still safely on ice 
in the Wistar Institute’s freezers. He therefore 
thinks—and he is not alone in thinking—that 
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this preserved sample should be tested to see 
if it contains Hiv or its chimpanzee precur- 
sor. Were it to be convincingly shown that it 
did, there would for the first time be really 
strong evidence of how aips arose, or at least 
for how the illness caused by n1v-1 group m 
came about. 

In preparing this book, Mr Hooper has 
shown great diligence. He has grappled with 
the scientific technicalities. He has travelled 
to many places and talked to many people. 
He has tried to tell the story of arps in the 
round, bringing in its many aspects, includ- 
ing scientific research, medical assistance in 
poor countries, the links between poverty 
and disease—not to mention the counter-ar- 
guments to his own thesis. But here lies a pro- 
blem. Mr Hooper takes totask an earlier pro- 
ponent of the polio-vaccine theory of aips, 
Louis Pascal, for refusing to shorten a manu- 
script to make it publishable. Would that he 
had followed his own sound advice. His 
book is too confusing a mixture of history, 
science, speculation and reportage. Nobody 
is interviewed without a personal descrip- 
tion; tea cannot be brought in without a re- 
cord of the biscuits that came too. 

Tiresome as they are, these flaws of style 
and organisation do not blunt or bury Mr 
Hooper's fundamental challenge. The trail of 
evidence he uncovers is significant. Most 
batches of CHAT were grown on tissue taken 
from monkeys. But the links between vac- 
cine workers and a chimpanzee-research 
station in the Belgian Congo are close 
enough for it to have been at least a possibil- 
ity that chimpanzee kidneys were used as 
well. There is no documentary evidence that 
chimpanzee kidneys were used. But the writ- 
ten records of which primate species were 
used for which vaccine batches are far from 
perfect, as are the memories of those who 
took part in the experiments. 

Anyone who thinks that well-meaning 
and responsible researchers would never 
have been so careless should perhaps re- 
member the times. Polio was a big killer and 
crippler in its day, causing the same kind of 
concern as aips does now, and pressure to 
find a reliable vaccine was intense. The very 
ethics of experimentation on humans were 
lax. Trials were carried out in America on the 











babies of women prisoners and on mentally 
handicapped children in public institutions 
(this was excused on the ground that such 
~ children were at higher risk from polio be- 
cause they played with each other’s excre- 
ment). The biggest vaccine trials, however, 
were reserved for Africa where poor “vol- 
unteers” were in supply. 

That the rarer H1v-2 form of aips and 
the extremely rare form caused by urv-1 
groupo were transferred to people by vacci- 
nation, is more of a piggy-back theory on 
the main assertion connecting Hrv-1 group 
M with CHAT. But it is equally plausible. 
HIv-2 is closely related to a virus in the sooty 
mangabey monkey. HIv-1 group o is proba- 
bly another chimpanzee virus. The same ar- 
guments, mutatis mutandis—that infected 
kidneys were used in the preparation of trial 
vaccines—could be applied to both. Indeed, 
the chances that the near-simultaneous 
transfers. from monkey and ape to man 
were just an unfortunate coincidence are re- 
duced still further by the recent discovery of 
a fourth aips virus, dubbed Hrv-1 group n. 

In sum, this book offers a scientifically 
plausible story, a testable hypothesis and a 
challenge. The plausible story is that aips vi- 
ruses jumped from African animals to hu- 
mans. The testable hypothesis is that this 
happened on occasion when cHart polio 
vaccines were grown on chimpanzee kid- 
neys. The challenge is to the Wistar Institute 
to facilitate tests on its surviving CHAT sam- 
ples. A spokesman for the institute says that 
it has always been willing to allow such tests 
but has not been able to find more than one 
laboratory willing to do so. To be sure of the 
result, it wants two institutions to carry out 
separate tests. Any volunteers? 





Post-industrial society 


He said it first 


THE COMING OF Post-INDUSTRIAL SOCI- 
ETY. By Daniel Bell. Basic Books; 507 pages; 
$17.50. Perseus; £12 


A from being America’s most emi- 
nent post-war social theorist, Daniel 
Bell is a misunderstood man. He has the un- 
fortunate gift of inventing titles that chime so 
perfectly with the spirit of the age that many 
think they know the argument of the rele- 
vant book, even if they have never read it. 
The new introduction to “The Coming of 
Post-Industrial Society”, first published in 
1973, includes a footnote attacking those who 
thought that one of his previous books, “The 
End of Ideology”, was about the end of all 
ideological thinking. In fact, its thesis was 
that the discrediting of old ideologies had 
bred a hunger for new ones. 

The fate of “The Post-Industrial Society” 
has been even worse. The phrase, says Mr 
Bell in a lengthy new introduction, has been 
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purloined by everybody from Sir Leon Brit- 
tan to the Unabomber. It has been expound- 
ed by Vaclav Havel, bandied about by Presi- 
dent Clinton, and even misused by this 
magazine. No wonder: it is a phrase of infi- 
nite adaptability. Mr Bell himself has found 
itin the title of a book published in 1917, that 
advocated an advance to a “post-industrial” 
world of decentralised, artisan workshops. 

What really irritates Mr Bell, though, is 
the common assumption that the phenome- 
non he was describing was purely one in 
which services, not agriculture or manufac- 
ture, dominate. That, indeed, was his em- 
phasis when he first began to develop his 
thesis in 1959. By 1973, the United States was 
the only country in the world where services 
accounted for more than half of employ- 
ment and GNP. Mr Bell foresaw that this ex- 
pansion would continue and spread abroad. 

But the emphasis on service employ- 
ment obscured some of Mr Bell’s other in- 
sights, which he listed in his original intro- 
duction. In particular, it obscured his subtle 
attempt to describe the role of technology in 
driving social change; and the central impor- 
tance of knowledge, especially scientific 
knowledge, both in driving innovation and 
in shaping technological change. 

So he emphasised the changing nature of 
occupational distribution: increasingly, 
what would matter was not just where peo- 
ple worked but the kind of work they did. 
This would be especially true, he argued, of 
the dominant classes of the post-industrial 
age: professional and technical employees, 
and the even more important class of scien- 
tists and engineers. Their status would be 
raised by the increasing importance of theo- 
retical knowledge and the codification of 
ideas: progress in economics and in technol- 
ogy would depend on theoretical work as 
the basis for empirical advance. That would 
make the role of universities and research 
bodies more important than ever. Given the 
right political institutions, it might be possi- 
ble to direct technological change, to make it 
a less random—and less harmful—process. 
More probably, it would allow the develop- 
ment of “a new intellectual technology 
which, by the end of the century, may be as 
salient in human affairs. as machine technol- 
ogy has been for the past century and a half?’ 
By “intellectual technology”, Mr Bell meant 
the substitution of problem-solving rules for 
intuitive judgment. 

Run through that list, and the rest of the 
original book, and it is easy to see why Mr 
Bell was misunderstood. The ideas, an ambi- 
tious attempt to link sociology, economics 
and technology, are complex and not always 
convincing. They are hard to track through 
the rest of the book, which began as a collec- 
tion of essays and still has a stitched-togeth- 
er feel. Mr Bell’s brilliance lies not in the 
book’s convoluted arguments, but in the 
flashes of insight, still fresh and persuasive. 

There is, for instance, his extraordinarily 

































































modern (post-modern?) discussion of the 
impact on society of what he calls “the 
eclipse of distance’—and particularly of 
“communications overload”. There is his 
analysis of the social obligations of a corpo- 
ration, and the extent to which it is an instru- 
ment of its “owners”—its shareholders—or 
an “autonomous enterprise” with intrinsic 
moral obligations to society. Or there is his 
argument that work no longer consists of 
confronting nature or of handling “artefacts 
or things. The post-industrial society is es- 
sentially a game between persons.” 

The sheer breadth of Mr Bell's canvas 
makes his book worth rereading. So does the 
reminder of the link between the changes he ` 
spotted and the subsequent collapse of com- 
munism. He became, as he relates in the new 
introduction, something of a hate figure for 
Marxists—ironically, given that his attempts 
to relate technical, economic and social 
change were an essentially Marxist project. 
But his emphasis on human capital, in the 
form of education, as the foundation of 
privilege and position was not just apt in it- 
self but threatening to Marxism. So was his 
analysis of companies as bodies owned not 
by wealthy individuals but by a shifting 
group of shareholders—“capitalism without 
capitalists”, as he now calls it. A knowledge 
economy, with its emphasis on free-think- 
ing scientists, demands intellectual freedom 
and open political institutions. 

To reread his book, and the new intro- 
duction, is to be reminded how profound are 
the implications of the technological and 
economic changes of the past half century. 
We havea world in which time, not raw mat- 
erial, is the scarce resource; in which knowl- 
edge is more valuable than machinery; in 
which a skilled individual technologist may 
be more valuable toa company than its chief 
executive; in which it is unclear who really 
“owns” companies but clear that companies 
are more powerful than many governments. 
The implications of such changes, unclear as 
they are today, would be even more baffling 
without Mr Bell’s analysis more than.a quar- 
ter ofa century ago. 
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American nen 
What do they 
really want? 


STIFFED: THE BETRAYAL OF THE AMERICAN 
Man. By Susan Faludi. William Morrow; 662 
pages; $27.50. Chatto; £15 


HAT is expected nowadays of an 

American boy when he enters man- 
hood? At once too much and toolittle, thinks 
Susan Faludi, a prize-winning journalist 
who has written a remarkable but ultimately 
flawed book on the current predicament of 
the American male. 

In terms of reader-value per page, 
“Stiffed” is roughly nine-tenths reporting on 
real people and one-tenth social specula- 
tion. Post-war American society, Ms Faludi 
argues, made young men a “promise’—a 
structure of work and a model of man- 
hood—that has now been comprehensively 
broken, leaving men bewildered about who 
they are and how they should behave. In the 
media blitz that accompanied “Stiffed”, this 
sweeping psycho-social theory has had 
most of the attention, which is a pity in its 
way, because Ms Faludi’s true gift as a writer 
is with vivid particulars. 

In gathering her material for “Stiffed”, 
she spent six years interviewing men “in cri- 
sis” across the country. She spoke to troubled 
teenagers, including Los Angeles gang lead- 
ers and violent defenders of the all-male sta- 
tus of the Citadel, a military academy in 
South Carolina. She interviewed middle- 
aged men in the trough of corporate down- 
sizing. She got in touch with the feelings of re- 
pentant wife-beaters and self-abasing Pro- 
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mise Keepers. She listened to America’s 
victims of the Vietnam war, both trauma- 
tised veterans and rueful ex-protesters. 

These personal stories themselves are of- 
ten fascinating. “Stiffed” displays Ms Faludi’s 
formidable research skills and her keen jour- 
nalistic nose. She writes tellingly about the 
origins of Sylvester Stallone’s ultra-macho 
film, “Rambo”. She delves into the history of 
the Long Beach shipyards and the story be- 
hind the Cleveland Browns football team. 
She takes us to a shooting range and fires a ri- 
fle beside Mike McNulty, one of the makers 
of “Waco: The Rules of Engagement”, a docu- 
mentary film about the terrible deaths of the 
cult followers of David Koresh in Texas. 

In her explorations of different male 
subcultures, Ms Faludi is always alert and al- 
most never dull. Yet as the book proceeds, 
nagging questions occur. How representa- 
tive are her subjects and what exactly moti- 
vates her choice of sample? When she nods 
understandingly at the sorry men whorail at 
her against working wives or job-stealingim- 
migrants, is she conniving or condescend- 
ing? If the men she talks to really are victims, 
as she presents them, who or what has done 
the victimising? 

Her answer is roughly as follows. A con- 
sumer-driven economy and an image-ob- 
sessed culture have emasculated American 
man, rendering him “a caricature of a patri- 
archal image”, a mere “performance of mas- 
culinity”. The men of the second-world-war 
generation tried in vain, Ms Faludi writes, “to 
hold the line” against “new global forces de- 
manding display and entertainment”. Post- 
industrialism denied them the satisfactions 
of productive labour, robbed them of com- 
munity and obliged them to live in an egotis- 
tical society “drained of context”. As fathers, 
these men were either failures at home or 
simply absent altogether. Their sons and 
grandsons (now nearing middle age) were 
left adrift in an “ornamental culture” with 
ideas of manhood based on taking rather 
than making, irony instead of earnestness, 
Viagra not vigour. 

Well, what can you say to all that but 
“Gosh!” Useful insight and plausible conjec- 
ture are hard to tell here from wild surmise. 
Ms Faludi’s sense of drama and feel for meta- 
phor, which serve so well when she tells a 
human story, let her down badly when try- 
ing tocontrol this conceptual battlefield. 

She contrasts a robust old order (patriar- 
chy, community and work) with a demoral- 
ised new one (dandification, me-ism and 
shopping). Yet how the one gave way to the 
other is obscure. Is it that humane, heavy-in- 
dustrial capitalism has declined into alienat- 
ing and impersonal consumerism? She 
sometimes writes as though America were 
awash with role-confused microserfs long- 
ing to be self-fulfilled furnace-men. z 

Her previous book, “Backlash” (1992), 
was a tightly presented and justly praised 
catalogue of false charges and misrepresen- 
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tations about the women’s movement. In 
some sense “Stiffed” is a follow-up. Ms Falu- 
di is surely right that stereotypes cheat men 
and women. But, partly because she fails to 
separate her own and her subjects’ voices, 
she slips too easily into the “see-saw” theory 
of the sex war: what is good for men is bad 
for women, and vice versa. 

For all its strengths, “Stiffed” suffers as 
social history from trying to explain too 
much in one breath. A lot of men, and not 
just in America, have had a bad time of it in 
the past two decades or so. But it doesn’t fol- 
low that there is a common cause—think of 
laid-off blue-collar workers and down-sized 
managers--let alone a single cause arising 
from maleness. 

As psychology, the book relies heavily 
on speculation about the supposed decline 
in fatherly authority and the emergence of 
“narcissistic” personality types among men. 
That idea has been around for 50 years at 
least but has never been accepted as any- 
thing more than a theory. 

Ms Faludi is obviously on to something. 
Men used to rule the roost and making the 


. adjustment to a slightly more equal world 


has hit some of them hard. To suggest a “cri- 
sis” is overblown. On many indicators 
American men are doing very well. Maybe 
Ms Faludi has listened too sympathetically. 


British industrial decline 


Not fast enough 


From Empire TO Europe. By Geoffrey 
Owen. HarperCollins; 517 pages; £19.99 


ECLINISM is a word that was coined 

only relatively recently. But for the past 
30-odd years the idea of studying how and 
why countries decline has been much in 
vogue. Nowhere more so than in Britain, 
whose historians seem to delight in brood- 
ingon the country’s fall from the dizzy politi- 
cal and economic pinnacles that it occupied 
acentury ago. 

This book, by a former editor of the Fi- 
nancial Times, is devoted to the second pin- 
nacle; and, in particular, to the story of the 
decline of British industry since the second 
world war. Sir Geoffrey Owen tells the tale 
clearly, dispassionately and authoritatively. 
After a preliminary canter across the histori- 
cal background of the industrial revolution 
and the possible problems of coming first, he 
devotes the heart of his book to case studies 
of big industries, ranging from textiles to 
aerospace, and from cars to pharmaceuti- 
cals. He finishes by pondering possible ge- 
neric causes of Britain’s relative failure. 

The trouble, as the author is candid 
enough to admit, is that there are noclear an- 
swers. Some popular culprits, such as short- 
termism in the City and a fondness for take- 
overs, or the public schools and anti-busi- 
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ness snobbery, he dismisses out of hand. 
Others, such as awful labour relations, poor 
management, or inadequate schools and 
technical colleges, are more plausible, but 
none seems bad enough to take all the blame. 
Nor does the most popular gripe of all: lousy 
government. Successive governments did in- 
deed nationalise too widely, interfere too 
much, overtax people and run stop-go poli- 
cies—but they were not so much worse than 
governments in other, more successful 
countries such as France or Italy. 

As his title suggests, Sir Geoffrey himself 
puts the most weight on Britain’s failure, 
after 1945, to engage more closely with conti- 
nental Europe. It is striking how many British 
companies continued to rely on their tradi- 
tional colonial and commonwealth markets. 
And it is probably true that the British econ- 
omy suffered as a result of the country’s ex- 
clusion from the European Economic Com- 
munity (rec), not least because British 
industry was thereby protected for far too 
long against foreign competition. Yet it is a 
big leap, even for the most ardent of Euro- 
philes, to pin the blame for the decline of 
British industry on Britain’s having missed 
the bus at Messina (where the treaty to form 
the zec was first discussed in 1955). 

Partly because none of these general an- 
swers is wholly persuasive, it is the industry- 
by-industry analysis that is by far the best 
part of the book. The mistakes that were re- 
peatedly made (British Leyland, Concorde, 
steel nationalisation and the rest) are so ma- 
ny, and the successes (essentially, only the 
pharmaceutical industry) so few, as to make 
one almost cry out in anger. 

Yet the book does prompt a broader 
thought. The narrative is redolent of the old 
view that manufacturing is the only thing 
that really matters. It is worth recalling that, 
as recently as 1966, a Labour government im- 
posed a special tax on service employment 
in the preposterous belief that pushing peo- 
ple into manufacturing would boost econ- 
omic growth, That seems laughable today, 
when services account for 70% of cpr, and 
manufacturing a mere 20%. 

Nor is it only these relative weightings 
that are telling. It is equally striking that Brit- 
ish relative economic decline seems to have 
stopped, and may actually be being re- 
versed—even, as the author observes, in 
parts of manufacturing. No doubt Thatcher- 
ism deserves much of the credit. But the big- 
gest British successes now seem, precisely, to 
be in the field of services, from finance to 
fashion, Look back at Britain’s industrial his- 
tory with today’s obsession with the Internet 
in mind, and you start to grasp at what may 
be the truest answer of all: that what went 
wrong with British manufacturing industry 
was not that it declined so fast, but that so 
much effort went into arresting that decline. 
Britain might have done better to pioneer the 
post-industrial world it is now entering. 


Anti-apartheid campaigners a 


Their choice 


RIVONIA’S CHILDREN. By Glenn Frankel. 
Farrar, Straus and Giroux; 381 pages; $25. 
Weidenfeld & Nicolson; £20 


HIS a story of heroism, not wished for 

but ultimately chosen by agroup of fairly 
ordinary white South Africans. They were 
prosperous middle-class professionals op- 
posed to apartheid, mostly Communist 
Party members, whose political beliefs were, 
initially, an adjunct to their private lives. But 
gradually, as South Africa changed, the pub- 
lic agenda took them over. They were faced, 





again and again, with the possibility of pro- 
tecting themselves and betraying their be- 
liefs. Again and again, they chose the harder 
road. It is a moving story, and so well told 
that this reviewer found herself reading the 
source notes and bibliography because she 
didn’t want to put it down. 

Why focus on the whites? After all, most 
of the defendants in the Rivonia trial of 1963 
were black—among them Nelson Mandela 
and Walter Sisulu, far greater stars than 
Glenn Frankel’s protagonists. Not, says the 
author, because their sacrifices were greater 
than those of the blacks; but because they 
had a choice which side to be on. They reject- 
ed the security and comfort which envel- 
oped almost all South Africa’s whites, and 
chose danger, imprisonment and exile. 

In the end, it was the blacks’ sacrifices, 
not the whites’, that brought apartheid 
down. In 1963, the government clamped 
down and the regime’s white opponents 
ended up abroad or in jail. The struggle that 
eventually brought the system down started 
in Soweto in 1976. But the whites’ sacrifices 
were not futile. Mr Mandela cites their con- 
tribution as central to the spirit of reconcilia- 


~ tion which has, extraordinarily, survived in 





the new South Africa. The white policemen 
and politicians who persecuted this book’s 
heroes have a lot to thank them for. 

The central characters are three couples: 
Rusty and Hilda Bernstein, Joe Slovo.and 
Ruth First, and Anne-Marie and Harold Wol- 
pe. When they first took to politics in the 
19408, South Africa was relatively liberal. 
Then, in 1950, the Communist Party was 
banned, and South Africa became more and 
more oppressive. When the Communists 
joined with the African National Congress to 
form Umkhonto we Sizwe (Spear of the Na- 
tion), they sat on its central committee. Rusty 
was arrested at Rivonia, where he was meet- 
ing Nelson Mandela, Walter Sisulu and other 
ANC luminaries; Harold tried to 
flee the country, was caught, 
then later got away; Joe was out 
of the country already; Ruth 
was arrested after the others 
were picked up. 

Mr Slovo probably mat- 
tered most, for he ran Umkhon- 
to we Sizwe in exile and then 
joined Mr Mandela’s govern- 
ment. But his story is the least 
interesting, perhaps because 
his commitment was the great- 
est. Itis the more fallible charac- 
ters who make the book—Ruth 
First, held without trial, refus- 
ing togive astatement to the po- 
lice, but broken by her despera- 
tion to see her children; Rusty 
Bernstein, slipping letters out of 
jailin his shirt collars, fearful for 
his isolated, bruised children. 

Jewishness and commu- 
nism were crucial to the choices 
these people made. Those whose families 
had been victims of anti-semitism in Europe 
went in twodirections in South Africa: some, 
like Percy Yutar, who led the prosecution in 
the Rivonia trial, went to great lengths to 
prove their loyalty to the regime; some, like 
the Slovos, Bernsteins and Wolpes—and Hel- 
en Suzman, and Bram Fischer, and many 
others—found it impossible to condone. 

Communism, it seemed, gave them a 
moral certainty in a frightening world—as 
Christianity did for others. Without that cer- 
tainty, Mr Frankel argues, many would not 
have found the courage to act. The irony is 
that Communism was indirectly propping 
up apartheid: American support for morally 
dodgy regimes such as South Africa’s ended 
only with the end of the cold war. 

That does not diminish what these peo- 
ple achieved. Nor does their Jewishness sug- 
gest that it was in some way predetermined. 
The message of this powerful book lies in the 
words of Hilda Bernstein, an old woman — 
now living inan English village: “The mean- 
ing of life is nota fact to be discovered, but a 
choice you make about the way you live.” 
PEE EE ct IA EENE a PEENES EEEE 
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International affairs 


A sixth power? 


REVOLUTION AND Wor.p Po.itics: THE 
RISE AND FALL OF THE SIXTH GREAT POWER. 
By Fred Halliday. Duke University Press; 424 
pages; $59.95. Macmillan; £47.50 


ARS and revolutions have made the 

modern world what it is, Professor 
Fred Halliday argues in this thought-provok- 
ing study. But, he adds, they have not had 
equal time. In the study of international rela- 
tions, wars are bread and butter. But revolu- 
tion—~Karl Marx's “sixth power’—has been 
comparatively neglected. 

Wars and revolutions cause one another. 
The revolution of 1789 gave France an army 
of national-minded conscripts, a perfect tool 
for that anti-imperial imperialist, Napoleon. 
With him began 200 years of nationalist 
struggle and counter-struggle in Europe. The 
first world war brought on the Russian revo- 
lution of 1917 by weakening the Tsar and 
making Russians desperate for land, peace 
and bread. It also helped weaken Germany 
and, because all of Europe was scared of Bol- 
shevism, helped bring on a second, even 
more destructive, world war, The pattern is 
not just European. War followed revolution 
in China (Korea) and in Iran (its long, bloody 
conflict with Iraq). 

Internationally, revolutions disrupt nor- 
mal relations, Mr Halliday observes. They 
provoke counter-revolutions (Britain and 
Austria in the 1790s). Revolutionaries in 
power often try to export revolution, either 
directly (Cuba to Nicaragua; Russia to China; 
Iranians to “all Muslims”) or through ideas: 
the American revolution of 1776 fostered 
“liberty”, the French one “democracy” and 
the Russian one “equality’—prompting so- 
cial reform in the West toavertcommunism. 

As few can quarrel with any of that, 
against whom is Mr Halliday really arguing? 
His first target will be familiar mainly to fel- 
low scholars. This is the academic habit of 
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treating revolutions as local affairs. Revolu- 
tions, in Mr Halliday’s view, can be fully un- 
derstood only in an international context. 

His second target is one general readers 
are likelier to recognise: complacent folk 
who believe that democracy and capitalism 
are, so to speak, the end of the historical road. 
Now it may be that the two centuries. be- 
tween the fall of the Bastille and fall of the 
Berlin Wall were revolution’s heyday. But 
perhaps not. To leave the story there, he be- 
lieves, is to neglect the unsettling potential of 
future ideas, new mass movements and the 
resentments of the poor. 

Revolution stamped the past two centu- 
ries by strengthening the modern state. Dis- 
putes over the size of the state and over who 
controls it will continue to be the stuff of pol- 
itics—ideological debate by any other name. 
To believe that from now on these will al- 
ways be settled peacefully and without dis- 
turbing the neighbourhood is complacent, 
Mr Halliday thinks. The lesson he wants to 
give is essentially historical: calm and 
prosperous as things may be, sources of up- 
heaval are always there. Revolutions have 
never been purely national and in an inter- 
dependent world they will be even less so. 

Seen nna Aah e e — 


British politicians 
Just say no 


SALISBURY: VICTORIAN TITAN. By Andrew 
Roberts. Weidenfeld & Nicolson; 950 pages; 
£25 


HERE is a puzzle about Lord Salisbury, a 

Tory grandee who dominated late Vic- 
torian politics. He had 21 years in high office, 
with 13!2as prime minister. Yet he is unpopu- 
lar or neglected among historians and biog- 
raphers. If not quite the “unknown prime 
minister”, as Andrew Bonar Law was called, 
Salisbury is one of those leaders that scholars 
recognise as important but cannot quite be 
stirred todoresearch on. 

Andrew Roberts’s new biography helps 
answer the puzzle. Salisbury was the purest 
of politicians, a dispenser of jobs and con- 
troller of men who had few positive ideas 
and who left little to his party successors. Un- 
like Gladstone, Peel or 
Disraeli, Salisbury neither 
founded a movement, in- 
spired a doctrine, fought 
for a principle, nor left be- 
hind disciples. 

It is, however, precise- 
ly Salisburys avowed 
lackof theory and his self- 
styled brand of “illiberal 
Toryism” that recom- 
mends him so strongly to 
Mr Roberts. For this bio- 
graphy is also something 
of a political pamphlet, a 
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sophisticated rallying ery for disoriented 
modern Toryism. The book is dedicated to 
another “illiberal Tory”, Margaret Thatcher, 
leaving readers in no doubt about where its 
author stands politically. Much of “Salis- 
bury” may strike less committed readers as 
wishful fantasy. But the book will at the 
same time enhance Mr Roberts’s reputation 
as a scholar to be reckoned with: no one else 
has mined the Cecil family archive at Hat- 
field House to such effect. 

Contrary to Enoch Powells gloomy 
crack that all political careers end in failure, 
Mr Roberts main contention is that Salis- 
bury’s was crowned with success, His princi- 
pal aim was to hold the line against all those 
changes in the 19th century that threatened 
the power of his own class, the territorial ari- 
stocracy. A pessimist with an unexalted 
view of his fellow men, he once remarked, 
“Whatever happens will be for the worse, 
and therefore it is in our interests thatas little 
should happen as possible.” Here, after all, 
was a big idea, albeit of the most negative 
kind. Salisbury’s greatest dread was democ- 
racy, and his most despised people were 
Americans. He would have loathed the 2oth 
century. Fortunately for him, he died in 1903. 

As Mr Roberts sees it, by the time Salis- 
bury resigned in 1902, he had indeed held the 
line. Revolution had not come, the Tories 
were in power and Britannia ruled the seas, 
safe from foreign entanglements. This is an 
eccentric interpretation to say the least. Mr 
Roberts ignores the fact that even before 
Salisbury was dead, his cherished world had 
been turned upside down. His masterly in- 
action in domestic affairs allowed the Liber- 
al party to capture the agenda on social re-. 
form. Within three years of his death, the 
Tories had crashed to their worst election de- 
feat in 100 years at the hands of the Liberals. 
And even before the end of his premiership, 
the game of splendid isolation was over, as 
Britain had to seek alliances to compensate 
for her gradual decline in power. 

Even if Mr Roberts is enthusiastic about 
his subject for all the wrong reasons, this bio- 
graphy represents an achievement. Toget the 
long, complex life of this weary titan intoone 
readable volume (albeit a volume of over 
900 pages) is a feat. You need not accept Mr 
Roberts’s quixotic interpretations or be 
moved by his own po- 
litical agenda to admire 
his knowledge of the 
times and his mastery of 
the documents. This 
biography will not 
make you warm to Salis- 
bury. Nor is it likely to 
provide a beacon for 
contemporary Toryism. 
As a study in the bitter 
politics of resistance, 
however, it would be 
hard to improve on. 
a ued acetals enee 
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Will global warming put the oil industry out of business? Three new books 


consider the possibility that it might 


THE CARBON WAR: DISPATCHES FROM THE 
END OF THE OIL Century. By Jeremy Leg- 
gett. Penguin; 358 pages; £20 


HO has heard of the Carbon Club? 

Not many. But, for its foes, this secre- 
tive cabal controls the world’s most impor- 
tant energy resource and exploits it with- 
out heed for the environment. Its bosses 
run global empires mightier than most na- 
tions, defending their freedom to profit 
and pollute. 

The Carbon Club is green slang for the 
oil companies and other purveyors of hyd- 
rocarbon fuels. Environmental lobbies 
have fought big oil for decades with limit- 
ed success. Now they think they have 
found an Achilles heel: global warming. Mr 
Leggett’s book is a look at the efforts by en- 
vironmentalists to use that issue to pro- 
mote clean energy, and the obstacles that 
they have encountered along the way. 

Despite its conspiratorial approach, 
this book has two strengths. First, it pro- 
vides ample evidence, much of it drawn 
from the author’s first-hand experience, to 
support its assertions. Mr Leggett knows 
both sides of the street: a geologist by train- 
ing, he made a fortune as a consultant to 
the oilindustry before he got green religion. 

Second, besides being a fiery prosecu- 
tor, Mr Leggett can also bea thoughtful and 
agreeable companion. Much of the book is 
written in the style of a personal log. That 
leads to a look into the author’s own psy- 
che and revealing glimpses of his lifestyle 
as a globe-trotting do-gooder. There is an 
exciting moment during negotiations on a 
climate-change treaty, for example, when 
he eavesdrops on a former American offi- 
cial whom he suspects of having sold out to 
opec oil barons. 

If there is a flaw in Mr Leggett’s book, it 
is his tendency to make monsters out of the 
oil men. After all, if the oil companies are 
really as powerful and as awful as he im- 
plies, what reason is there to believe that 
things can change? 





THE Kyoto PROTOCOL: A GUIDE AND As- 
SESSMENT. By Michael Grubb with Chris- 
tiaan Vrolijk and Duncan Brack. Distributed 
by Brookings Institution; 342 pages; $48.95. 
Distributed by Plymbridge; £18.95 


NE reason to believe that things can 
change, despite what anti-industry 
greens say, is that concern over climate 
change is growing, and not just among 


committed environmentalists. The story 
here is not all one of resistance and failure. 

Michael Grubb and his co-authors, 
who work ata respected British think tank, 
chronicle the global negotiations that cul- 
minated in the agreement among world 
leaders at Kyoto in Japan two years ago to 
accept legally binding reductions in 
the emission of greenhouse gases. 

Rather than attack the Carbon 
Club, the authors get down to hard is- 
sues. In careful language, they tell you 
what the agreement says, why it was 
important and what its shortcomings 
are. Implementation is nine-tenths of 
the trouble. One example is the “clean- 
development” mechanism, designed 
to transfer technology to poor coun- 
tries so as to. wean them off coal and - 
other dirty energy sources. Another is. 
the “hot-air” let-out—the emission al- 
lowances granted to former Soviet coun- 
tries. These are calculated on Soviet output 
levels. If, as expected, ex-Soviet plants nev- 
er again belch dirt as before, unused allow- 
ances can be traded to dirtier countries. 

Mr Grubb shows why it is right to be 
concerned about such practical difficulties 
but also why they do not undermine the 
success of the Kyoto accord, which they 
take to be one of the great negotiating suc- 
cesses of the past half-century. In their so- 
ber way, he and his co-authors show real 
optimism about the prospect of checking 
greenhouse gases. 


Next INDUSTRIAL REVOLUTION. By Paul 
Hawken, Amory Lovins and L. Hunter Lo- 
vins. Little, Brown; 288 pages; $26.95. Earth- 
scan; £18.99 


HILE Mr Leggett argues passionately 

for ending what he considers oil’s ty- 
ranny and Mr Grubb describes, in cooler 
terms, how something like that could pos- 
sibly happen, Amory Lovins, a- well- 
known. environmentalist, imagines what 
life after the oil era might be like. He and his 
co-authors look beyond “hydrocarbon 
capitalism” to something greener. 

Natural capitalism, the authors argue, 
is what capitalism might become if all the 
earth’s bounty were properly valued. Capi- 
talism as we know it today, they say, often 
does not. Forests are a good example: they 
provide not merely wood, but also water 
storage, habitat for many species. and regu- 
lation of climate. However, many paper 























firms make money in ways that ignore 
those benefits, leaving others to suffer the 
consequences. 

The reason companies and govern- 
ments waste so much of the earth’s re- 
sources, the authors point out, is simple: 
the resources do not appear on the balance | 
sheet. They suggest redressing that, and of- 
fer counter-intuitive prescriptions that 
flow from that accounting change. 
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Oneis for companies “not merely to re- | 
duce waste but to eliminate the very con- | 
cept of waste.” In such “closed-loop” sys- | 
tems, which mimic the way natural 
ecosystems work, the waste of one firm be- | 
comes the input for another, or is returned | 
benignly to the environment as a nutrient, | 
like compost. Breweries, for example, need | 
not pay to dispose of their grain after they | 
have used it to make beer; the effluent 
would make a fine input for a bakery next | 
door. Even heavyweights like Toyota and | 
DuPont are now embracing this idea. | 

Much of what the authors argue for is 
sensible, and certainly desirable. But what | 
makes this book worth reading is the fact | 
that the authors have taken as first princi- | 
ples for their Utopia the harsh truths of 
Darwinian capitalism: individuals and | 
companies act in their self-interest, and | 
markets guide that impulse through prices. | 
But, they insist, those prices should reflect | 
the true costs of resources and the hidden 
costs of pollution. 

As regards big oil, they describe how a 
combination of greenery, regulation and l 
innovation is pushing car makers to de- | 
velop a radical, non-polluting “hypercar” 
that will reduce consumption of fuel and 
materials. (DaimlerChrysler willintroduce | 
one in 2004.) Such a vehicle could be real | 
trouble for oil. In their conclusion, Mr Lo- | 
vins and his free-market Utopians com- | 
press their thoughts about the true cost of 





petrol into a prediction that “oil may well 
become uncompetitive as a fuel long be- 
fore it becomes scarce and costly.” 


Reside ih a — 
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Founders of modem medine 
One we want 


WILLIAM OSLER: A LIFE IN MEDICINE. By 
Michael Bliss. Oxford University Press; 600 
pages; $35 and £27.50 


LITTLE girl whom William Osler treated 
for diabetes and charmed with his mag- 
ical nonsense exclaimed on hearing the news 
that he had been made a baronet, “Oh dear, 
they should have made him king.” She was 
not alone in her gratitude and admiration. 
When Osler died at Oxford in 1919, the idea 
was advanced in obituary 
tributes on both sides of the 
Atlantic that he was the great- 
est doctor of his time, perhaps 
the greatest in the history of 
the world. 

It is rare these days to fin- 
ish a biography wishing to 
know the character in ques- 
tion, Yet Michael Bliss’s life 
and its subject are exception- 
al. Osler wrote the first proper 
medical textbook (1892) and 
pioneered at Johns Hopkins 
in Baltimore a method of 
training doctors that com- 
bined clinical observation 
with laboratory research. He 
was a person seemingly with- 
out fault who was neverthe- 
less immensely likeable. It doesn’t sound 
possible. But from this humane, compelling 
book comes ample evidence that it was. 

The son of an English clergyman, Osler 
was born in the backwoods of Canada in 
1849, during the days when doctors by and 
large did more harm than good. He lived to 
see, indeed helped create, “a united profes- 
sion”, in his words, “working in many lands, 
doing more for the race than has ever been 
accomplished by any other body of men.” 

A believer in close observation, he stud- 
ied the dead as well as the living body for its 
signs, His own descriptions of his early train- 
ing at McGill University are not for the faint- 
hearted. But they highlight the trials, big and 
small, faced by young professionals. His 
work with corpses caused lifelong growths 
on his hands known as “cadaver warts”. 

He had the Victorian virtues in abun- 
dance:a brilliant mind, inexhaustible energy 
and enormous discipline. Having risen at 
seven, he would go to bed at ten in the eve- 
ning to read. As an undergraduate he had 
studied the classics as well as maths and sci- 
ence, and throughout his life he remained a 
remarkably well-read all-rounder. Nor was 
this busy mental traffic one-way: he wrote 
an astonishing 1,000 letters a year. Never 
pompous, he loved to joke with children, 
having, as Mr Bliss puts it, the sensibility of 
Lewis Carroll without the pecularities. To a 
cousin’s child he wrote, “I love you a thou- 
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sand pounds...I would give half my mous- 
tache to hear you laugh this minute.” He 
seems to have been universally admired, 
liked, trusted and respected. 

A glaring omission from Osler’s days. asa 
student and young doctor is any kind of 
partner or wife. Just as you begin to wonder 
if perhaps here at last is some lesion in our 
hero, a friend meets Osler at a social occasion 
with an attractive young woman. He urges 
him to marry. By return, Osler writes back: 
“That was our wedding breakfast at which 
you sat yesterday!” 

The new Mrs Osler was obviously a very 
remarkable woman. Readers might have 
heard more of her. Otherwise 
this biography is satisfyingly 
complete. As a doctor herself, 
this reviewer was often in- 
trigued to know more about 
Osler’s way of thinking on 
this problem or that, only to 
find that Mr Bliss, in good 
time, had explored it to the 
full. In the closing description 
of a great teacher and healer 
amid the carnage of the first 
world war, Osler’s courage 
and humanity are portrayed 
toalmost unbearable effect. 

With the onrush of medi- 
cal technology, Osler’s exam- 
ple is nowadays more impor- 
tant than ever. “He was an 

“observer and scholar of the 
natural history of disease, a teacher of the 
natural history of illness, and (importantly)a 
working doctor,” Mr Bliss writes. He under- 


- stood that medicine has to be rooted in sci- 


ence but that doctors must also be healers. 
Junior doctors need to be inspired by heroes. 
There was none greater than William Osler. 

AEAEE ME EE SDE PT OO Pe ae EN SS FS ST Te | 


Heroes of modern science 


Loyal child 


GAuiLeo’s DAUGHTER: A HISTORICAL MEM- 
OIR-OF: SCIENCE, FAITH AND Love. By Dava 
Sobel. Walker & Co; 423 pages; $27. Fourth 
Estate; £16.99 


T MAY be that hard-worked old chaos the- 

ory best describes the unpredictable na- 
ture of book publishing. Some books behave 
with the regularity of the sun—expensive, 
hyped novels which rise to the top of the 
bestseller list and discreet literary ones 
which settle quickly into obscurity. But then 
every year or so along comes a book which 
totally breaks the rules. Dava Sobel, a former 
New York Times science writer, did it in 1995 
witha slim account of an 18th-century scien- 
tific race to find a reliable way of fixing longi- 
tude at sea. “Longitude” was not simply a 
surprise success. It launched a whole flotilla 
of imitative works of narrative non-fiction, 
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and made small-format hardbacks chic. 

The question now is whether Ms Sobel 
can deliver a second winner. Though “Gali- 
leo’s Daughter” is a very different kind of 
book, there is a nice connection. More than 
100 years before John Harrison produced the 
first reliable clock for measuring longitude, 
Galileo Galilei, a Tuscan astronomer, de- 
vised a brilliant if impractical system for lo- 
cating longitude by observing the pattern of 
eclipses of Jupiter’s moons. 

As the title suggests, “Galileo’s Daugh- 
ter” is not a conventional biography of the 
father of modern science. Instead, Ms Sobel 
tackles the man obliquely through a collec- 
tion of 124 letters, never before published in 
English, written to Galileo by his eldest 
daughter, Virginia. Galileo described her as 
“a woman of exquisite mind, singular good- 
ness and most tenderly attached to me”. But 
because she was illegitimate, she was 
deemed unmarriageable. So, at the age of 13, 
she was placed in a Franciscan convent at 
San Matteo, along with her younger, more 
fragile, sister, the two of them given over toa 
life of poverty and seclusion. 

When Virginia took the veil she chose a 
name which paid tribute to the astronomical 
achievements of her father, calling herself 
Suor Marie Celeste. And for the rest of her 
brief life she served Christ and her father, her 
two lords, equally faithfully from within the 
confines of her convent walls. Along with 
seemingly endless convent chores, Marie Ce- 
leste also sewed Galileo's collars, made him 
cakes and brewed him medicines. She inter- 
ceded in family quarrels and found him a 
house. Eventually she began to work as his 
amanuensis, writing letters for him and 
copying out new drafts of his manuscripts. 
And, as the romantically mysterious story of 
her internment reveals, she supported her 
father even after her death. 

Through Suor Marie Celeste’s letters we 
follow the parabola of Galileo’s career. His 
radical work on the principles of inertia, flo- 
tation and equilibrium and his refinement 
of the pendulum and the'telescope brought 
him widespread fame and fortune. But the 
publication of the “Dialogue on the Two 
Chief World Systems: Ptolemaic and Coper- 
nican” in 1632, a revolutionary reinterpreta- 
tion of the solar system as heliocentric, led to 
his condemnation as a heretic by the papal 
forces of the Inquisition. Along the way the 
letters give us a fascinating glimpse of 17th- 
century life in which wine ferments waste- 
fully in its barrels, good linen and sugar are 
the ultimate luxury and prayer is the only 
apparent defence against the ravages of the 
bubonic plague. 

Although there are large gaps in the cor- 
respondence—Galileo’s letters to his daugh- 
ter were destroyed by the convent-—Ms So- 
bel has not allowed herself any creative 
leeway in filling them in imaginatively. And 
this is the book’s fundamental weakness. For 
since Suor Marie Celeste does not tell us, we 
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will never know how, as an ardent believer, 
she dealt with the challenge presented by 
Galileo’s work: was it possible to explore rad- 
ical ideas about the creation of the universe 
intellectually while resisting them theologi- 
cally? We will never know how she felt 
about the hate campaign, based more on 
hearsay and prejudice than on a careful 
reading of the work, which was orchestrated 
by her beloved church against her father. 
And we will never even know what became 
of her less robust younger sister who took so 
poorly toconvent life. 

Modern science so long ago displaced or- 
ganised religion as an intellectual authority 
that, for all its human drama, the Galilean 
_ conflict is bound toseem less pressing than it 
once did. Nothing, by contrast, has dimmed 
Galileo's richly inventive prose, the perfect 
accompaniment to his mathematical ideas. 
Lavishly produced with family trees, chro- 
nology and a period look, “Galileo’s Daugh- 
ter” will have succeeded if it brings readers 
back to Galileo’s own wonderful writing. 
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Augustine of Hippo 


Back to life 


SAINT AUGUSTINE. By Garry Wills. Lipper/ 
Viking; 152 pages; $19.95. Weidenfeld & Nic- 
olson; £12.99 


OST academic specialists can be relied 
on to rebuff outsiders who wade in on 
their subject. So the praise with which lead- 
ing authorities on Saint Augustine greeted 
this short biography is remarkable. Garry 
Wills is a historian of the United States witha 
particular interest in ideas and beliefs, an 
acerbic commentator on American politics 
and a writer with wide-ranging curiosities. 
He is not an expert on early Christian 
thought or church history as such. Yet, as Au- 
gustine scholars have generously conceded, 
Mr Wills has written a beautiful little book 
about a figure who for most people, if they 
know of him at all, is a distant and forbid- 
ding icon. 
Augustine was bishop of Hippo, a sea- 
port in whatis today Algeria, from 396 to 430, 
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a time when the Roman. empire. was. ap- 
proaching collapse and the early Christian 
church was still forming. Perhaps the most 
prolific author in the ancient world, Augus- 
tine dictated to teams of scribes in the hours 
he could spare from often onerous ecclesi- 
astical duties. A brilliant thinker and tireless 
polemicist in the cauldron of competing 
doctrines which swirled at the heart of the 
early church, he was instrumental in fash- 
ioning what emerged as Catholic orthodoxy. 
His influence extended throughout the Mid- 
dle Ages and beyond. All medieval philoso- 
phers drew on his work, or had toconfrontit, 
and his wrestling with issues such as percep- 
tion, free will and the nature of time have 
continued to attract the interest of philoso- 
phers up to the present day. 

Augustine is often portrayed as cantan- 
kerous and sex-obsessed, the man who is to 
blame for the pessimistic cast of much Chris- 
tian doctrine. He championed the idea of 
original sin, which condemned all humans 
as tainted by Adam’s fall and offered salva- 
tion only through baptism in the church. Vir- 
tually inventing the genre of autobiography 
with his book “Confessions”, he told of his 
sinful life before his conversion to Christian- 
ity and adoption of an ascetic, and celibate, 
life as a priest. His effectiveness as a propa- 
gandist for orthodoxy, in the view of many 
historians, eventually forced a schism be- 
tween the eastern and western halves of 
Christianity. The rigour with which he pur- 
sued his speculations also led him to a belief 
in predestination, a step too far for the Cath- 
olic church, which never adopted the idea, 
but one which was embraced by Calvinism. 

Mr Wills presents a completely different 
picture of Augustine as a man driven by the 
desire for truth, brutally honest with: him- 
self, forgiving of others, introspective, doubt- 
ing, obsessed with ideas and the power of 
language. His Augustine is not a ruthless po- 
lemicist, but a man more concerned with 
convincing himself than others, who is only 
reluctantly drawn into doctrinal controver- 
sies and who, far from delighting in his epis- 
copal office, assumes it wearily as an obliga- 
tion he cannot refuse. The famous “Con- 
fessions” (whose title Mr Wills argues is 
better translated as “Testimony”) are not the 
reminiscenses of a former debauchee, but of 
a man who looks back on his own life from 
the far side of a mystical experience in an at- 
tempt todiscern init some sign of divine pur- 
pose. Most of Augustine’s autobiographical 
writing, Mr Wills urges, can be understood 
only as metaphor, not literal transcription. 

Mr Wills spends little time on putting 
Augustine in the wider context of his age or 
in evaluating his mixed legacy to Christian- 
ity, and he makes no attempt at all to de- 
scribe his influence on philosophy as a 
whole. Readers seeking the complete picture 
will have to look to the weightier tomes of 
the experts. But what he does achieve is an 
intimate and ultimately persuasive portrait 















of aman of great spirit with one of the most 
subtle minds in Western thought. It was not 
just admiration which prompted Mr Wills to 
write this book, but an intellectual affinity 
with his subject which illuminates Augus- 
tine’s works and, bridging the vast chasm of 
time and culture which separates them from 
the contemporary reader, brings them tri- 
umphantly back to life. 
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Christian believers 
Think positive 


TERESA OF AVILA: THE PROGRESS OF A 
Sout. By Cathleen Medwick. Knopf; 304 
pages; $26. 

LOURDES: BODY AND SPIRIT IN THE SECULAR 
AGE. By Ruth Harris. Viking; 496 pages; 
$29.95. Allen Lane; £25. 


ERNINI’S majestic sculpture of Saint Te- 

resa in the Roman church of Santa Maria 
della Vittoria depicts her recurring vision of 
an angel plunging a golden spear into her 
heart. In imagining this moment almost a 
century after Teresa of Avila’s death in 1582, 
Bernini did the Spanish mystic no favour. 
Her enraptured face makes modern viewers 
think of sexual passion or hysteria. 

Teresa’s own prolific writings, which 
serve as the basis of Cathleen Medwick’s 
lively biography, give a quite different pic- 
ture. Not only did Teresa claim to be in fre- 
quent communion with God. She came to 
take this for granted, at times even com- 
plaining about the inconvenient frequency 
of her ecstasies. 

Mystical experience was widely report- 
ed in those devout times, if not always with 
Teresa’s literary flair or expressive fervour. 
What really distinguished her was a strength 
of character and political astuteness that en- 
abled her to reform the Carmelite Order and 
found 17 convents across Spain. With Godon 
her side, she did not take no for an answer. 

She was, of course, frequently reminded 
that she was doing what women were not 
meant to do, but she was not much im- 
pressed. A religious enemy, Filippo Saga, 
once described her as “an unstable, restless, 
disobedient and contumacious female”. She 
devised false doctrines, he charged, and de- 
fied orders to stay in her convent and not 
teach. Typically, when told of his remarks, 
she was outraged. She considered herself the 
match for any man. In fact, although not be- 
yond using female charm to get her way—in 
her youth she was apparently good look- 
ing—she always urged her nuns to be like 
“strong men”, 

Ms Medwick’s book has the pace (and at 
times the complexity) of a political thriller. 
Teresa showed extraordinary skill in mobi- 
lising friends and out-manoeuvering foes as 
she marched towards her objectives. With 
the Inquisition frequently breathing down 
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her neck and excommunications flying to 
and fro, it was no easy endeavour. Her re- 
formist ideas were strongly opposed within 
the Carmelite order and other religious or- 
ders frequently tried to keep her out of cities 
already bursting with convents and monas- 
teries. At times, her convents were attacked 
and her allies kidnapped by her enemies 
within the Roman Catholic church. 

But she also knew how to defend herself. 
She learned to woo wealthy aristocratic 
women, both for their connections and deep 
pockets, although the infamous Princess 
Eboli (the troublemaker with the black eye 
patch in Schiller’s and Verdi’s “Don Carlos”) 
proved to be a fearsome adversary. She 
played different bishops, vicar generals and 
apostolic envoys off against each other. And 
she was not shy of firing off letters to Philip IL. 

For her, things were straightforward: 
since she was doing God’s will, her enemies 
were being manipulated by the devil. By the 
time she died at the age of 67, Teresa was al- 
ready considered a saint by her admirers. She 
was in fact canonised in 1622, having been 
praised in a papal bull for “overcoming... 
her female nature”. 

“Earthly witnesses said that she died in 
ecstasy, her soul ripped from her body by 
the force of God’s love,” Ms Medwick writes. 
But in the years that followed, she also suf- 
fered the more earthly fate of saints: her 
corpse was gradually cut up and distributed 
for display in reliquaries around the Roman 
Catholic world. Ms Medwick reports that 
General Franco, Spain’s right-wing dictator 
from 1936 to 1975, kept Teresa’s left hand be- 
side him until his death. 

Mysticism of a different kind is at the 
heart of a new study of Lourdes. Its author, 
Ruth Harris, is not a devout Christian but, 
like Ms Medwick, a non-observant Jew. She 
deliberately sets aside the question of 





whether or not a 14-year-old peasant girl 
called Bernadette Soubirous did in fact see 
the Virgin Mary near a grotto outside 
Lourdes on 18 occasions between February 
and July 1858. Many people will find the an- 
swer obvious. But belief, not truth, is the top- 
ic at hand. In researching her history of 
Lourdes until 1914, Ms Harris came away im- 
pressed by the faith of those who travel there 
in hope of curing serious ailments. When she 
joined a pilgrimage in the 1990s, even the 
commercial tackiness surrounding the 
shrine lost significance. “The body in pain 
was the focus of our collective and personal 
ministrations, a world that was rendered 
spiritual through ritual,” she writes. 

Yet, no less than the life of Teresa of Avila, 
the early history of Lourdes is inseparable 
from politics. Once the local priest and bish- 
op had persuaded themselves of the veracity 
of the apparitions, they faced opposition 
from local authorities to building a chapel. 
They turned for allies to the Catholic elite of 
Paris and to people close to Napoleon HI. In 
the Third Republic after 1871, lines between 
secular republicans and Catholic monar- 
chists were even sharper. By the turn of the 
century, Lourdes had become identified 
with the anti-Dreyfusards and their fight 
against Jews, Freemasons and republicans. 
In 1941 Marshall Pétain visited Lourdes as 
part of his Vichy regime’s re-Christianisation 
of France. YA 

But Ms Harris, a fellow at New College, 
Oxford, places Lourdes also in an earlier con- 
text. Sightings of the Virgin had been report- 
ed for centuries in the Pyrenees near 
Lourdes. Bernadette’s visions were hardly 
unusual. In fact, then as now, belief in divine 
intervention exercised more inspirational 
power than did organised religion. France's 
Catholic churches have emptied. But 5m 
people still visit Lourdes every year. 
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Wish him well 


Were Dip Ir ALL Go RiGHT? By A. Alva- 
rez. Richard Cohen Books; 344 pages; £20. 
THe Mino Has Mountains. Edited by An- 
thony Holden and Frank Kermode. Los Poet- 
ry Press; 139 pages; £12.99 


OR his 7oth birthday Mr Alvarez’s friends 
got together to produce a greeting card; it 
grew and grew and is now published as a lit- 
tle book. Some of the well-wishers are fam- 
ous; well, quite famous. Each wrote a little 
piece, most of them in praise of Mr Alvarez. 
He must have enjoyed reading them, espe- 
cially the bits written by the quite famous 
people. He is a name-dropper and a bit of a 
snob. It is part of his charm. 
His happy day was further enhanced by 
the publication of another book, this time by 
Mr Alvarez himself, his autobiography. Most -` 


of the contributors to his valentine get a 


mention in the book. You get the impression 
of a cosy circle, which is not uncommon in 
literature. Politicians do not form cosy cir- 
cles, at least not enduring ones. Intimacies 
formed when they are in power fall away 
when the power is cut off. Scientists are too 
protective of their work to form trusted 
friendships. But the bands of brothers and 
sisters who endeavour to produce literature, 
and often have a toe in the academic world, 
have too much in common to stay apart. 

One thing they have in common is their 
poverty. Quite well-reviewed books may 
make little money, while academics are 
poorly paid. So when Mr Alvarez writes in 
his biography about his awful time as the 
drama critic of the New Statesman, there is 
bound to be sympathy from his circle. He 
had to watch at least four plays a week, some 
with titles such as “The Amorous Prawn”. 
Terrible, the things you have to do to make a 
living. 

A. (for Albert, although he prefers to be 
called Al) Alvarez would hate to be thought 
cosy. Being regarded as the Hemingway of 
poetry was more acceptable. He quotes with 
approval Hemingway’s endorsement of 
mountain climbing as a sport for those who 
“valued danger above everything else”. Mr 
Alvarez loved climbing, and poker, another 
manly activity. But his muscle was best put 
to use as a critic of the arts, most notably po- 
etry. He was rude about the “gentility” of 
British poetry, which he contrasted with 
that of Americans who were “up there in the 
ring, battling it out with Eliot and Pound”. An 
anthology he edited, “The New Poetry”, 
published in 1962, received a lot of attention 
from critics at the time, most of it, Mr Alvarez 
notes with satisfaction, hostile. But for the 
great mass of poetry enthusiasts, new poetry 
is usually received not so much with hostil- 
ity as with indifference. They like Philip Lar- 
kin, whom Mr A. acknowledges merely as “a 
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vourtite of the pgc’s listeners. 

Mr Alvarez himself may be admired less 
for his critical pieces than for his longer 
works, notably “The Savage God”, about sui- 
cide, the “black thread running through liter- 
ature” from Dante to Hemingway to Sylvia 
Plath, whom he considered the most gifted 
woman poet of our time. This new book is 
also a good read, with lots of page-turning 
anecdote. A. Alvarez is a brilliant craftsman, 
if he will excuse the phrase. 





Verse anthologies 
Easing up 


THE OxrorpD Book OF ENGLISH VERSE. 
Edited by Christopher Ricks. Oxford Univer- 
sity Press; 742 pages; $39.95 and £25 


NY anthology of verse is a core sample of 
the taste of the times in which it was 
compiled. “The Oxford Book of English 
Verse” is particularly interesting in this re- 
spect because it has passed through the 
hands of no fewer than three editors in its 
lifetime of almost 100 years. Sir Arthur Quil- 
ler-Couch published the first 
edition in 1900, and then sub- 
stantially revised it again in 
1939. Dame Helen Gardner 
undertook the task of a thor- 
ough revision for the post-war 
generation in 1972 (when it 
changed its name temporarily 
to the “New Oxford Book of 
English Verse”). Now it has 
been edited all over again by a 
distinguished literary scholar 
and critic, Christopher Ricks. 

At each occasion the edi- 
tors have agreed that English 
verse—the sort you could put 
in an anthology, at least—was 
born sometime in the 13th cen- 
tury. Few scholars have quarrelled with that 
starting point. Where the two earlier editions 
ended, by contrast, was much more disput- 
ed. When Quiller-Couch came to revise his 
first edition in 1939, his choice ended with 
the poets of the first world war. “My judg- 
ment is insecure around post-war poetry,” 
he wrote tremblingly in the new preface. 
Gardner’s choice ended in 1950—22 years be- 
fore the publication date of her edition. Mr 
Ricks is little more generous: the last poem in 
his edition was written about a decade ago. 
But his youngest poet is Seamus Heaney 
(born 1939). Such is the insecurity of tren- 
chant scholar-critics when facing the terrors 
of the present. 

The first edition resembled an amplified 
version of “Palgrave’s Golden Treasury”, that 
milestone. anthology of the mid-Victorian 
era. It was heavily biased in favour of lyrical 
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ems; it had no truck with dramatic verse 
whatsoever. Shakespeare the lyrical poet 
was adequately represented; but the even 
greater Shakespeare of the plays was re- 
soundingly noticeable by his absence. 
Gardner agreed with Quiller-Couch on this 
matter—no anthologist should wrench bits 
of plays out of their contexts, she comment- 
ed in her preface. Mr Ricks has overturned 
that short-sighted decision which held good 
for 70 years, and dramatic verse appears in 
this new edition in all its majestic sonority, 
including some of the greatest English poetry 
ever written, by for example Marlowe, 
Shakespeare, Jonson and Webster. An an- 
thology which in the past has often seemed 
to be whispering in melancholy corners is 
now in many places shouting from the roof- 
tops. And this feels right for the times: poets, 
after all, are expected to sing for their supper. 

What does this edition tell us about 
shifting reputations? A rapid comparison 
between Gardner and Ricks shows us which 
poetic stocks have declined and which have 
risen. The new edition finds space for Hugh 
MacDiarmid for the first time, for example; 
evidence that Scottish pride is to be reckoned 
with also in poetry. Tired schoolroom work- 
horses such as Chesterton and W.H. Davies 
have disappeared altogether, 
as have Stephen Spender and 
Cecil Day-Lewis, two favour- 
ites from the 1930s, along with 
that prolific supplier of musi- 
cal humbug, Dame Edith Sit- 
well. Gardner was mad about 
Eliot and Yeats; both these 
modern masters have been 
pared back to more sensible 
lengths in this edition. Schol- 
ars for whom verse and ora- 
tory do not mix have cooled in 
recent years towards Yeats’s 
stirring grandiloquence, ask- 
ing themselves whether it did 
not harbour “the rhetorician’s 
lie” after all. 

Yeats brings up the national question in 
a second sense. Though Irish, he is treated as 
an English poet. Yet Americans, who also 
write in English, are not. Gardner found am- 
ple space for a rambunctious American red- 
head called Ezra Pound on the ground that 
he had strongly influenced English poetry. 
Mr Ricks, a hard man at border control, finds 
that argument specious and sends Pound 
packing back to Pennsylvania. 

Another challenge is how much to mod- 
emnise early verse. Mr Ricks has done startling 
things with the poetry of the Middle Ages. 
Quiller-Couch was scarcely aware of its exis- 
tence and, knowing nothing about the his- 
tory of the language, smoothed away diffi- 
cult spellings and awkward syntax in the 
interest of easy comprehension. Mr Ricks, 
that most pernickety of textual scholars, has 
moved in quite a different direction. His me- 


verse; it contained no extracts from long po- 









dieval poems look so bamboozling—espe- 


-cially those written in Middle Scots—that the 


reader is dependent upon word-for-word 
glosses at the foot of each page to make any 
sense of them at all. Had Mr Ricks treated 
Yeats similarly and shown what a wildly in- 
consistent speller he was. before editors ti- 
died him up, readers would have been 
doubly amazed. 

Not that Mr Ricks is a rigorist in all ways. 
Another choice editors have to make is what 
to count as poetry at all. Successive editions 
have felt increasingly inclined to broaden 
the categories of poetry that deserve a hear- 
ing, loosening and lightening the general 
tone of the book. Gardner found space for 
the “nonsense verse” of Lear and Carroll, 
which Quiller-Couch deemed fitonly for the 
nursery. The late Kingsley Amis, a poet and 
comic novelist, treated Lear as a particularly 
desperate example of the English weakness 
for piffle and whimsy. He would have 
agreed with Quiller-Couch. But Mr Ricks is 
more relaxed. He includes whole batches of 
nursery rhymes and occasional verse. The 
world is a less formal place than it was in 
1900—yet no less serious for all that. 

a car eerie SEE | 


Great hoaxes 


Wicked fairy 


La GRANDE THERESE: THE GREATEST SWIN- 
DLE OF THE Century. By Hilary Spurling. 
Profile Books; 128 pages; £7.99 


HERESE DAURIGNAC began life in 1856 

in a small village near Toulouse. The el- 
dest daughter of a foundling father given to 
wild fantasies of a grand ancestry and an il- 
legitimate mother who had to use all her 
wiles to feed her family, Thérése grew accus- 
tomed to an atmosphere in which romantic 
dreams and harsh reality mingled freely. 

With the death of her mother, the bal- 
ance tipped and her father slipped headlong 
into an uncontrollable dreamworld. Four- 
teen-year-old Thérése was left to see to her 
five younger siblings and ensure their sur- 
vival. She refused to accept the life of drab 
poverty which fate seemed to hold out to 
her. While feeding her family the dull diet of 
food begged and borrowed from shopkeep- 
ers and neighbours, she nourished their 
minds with the vastly richer fare of her 
imagination. In her husky, lisping voice, that 
so many were to find irresistible, she spoke of 
a world in which she cast herself as a roman- 
tic heroine, brought on to a stage limelit with 
power and money. 

Vast inheritances, locked strong boxes 
with long lost wills, sumptuous chateaux 
with all the trappings of carriages, works of 
art, ladies in fine clothes, tumbled from Thé- 
rése’s rich imagination. Her family, the vil- 
lagers, anyone she came into- contact with 
were hypnotised by her stories. It was said 
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that she lied as a bird sings. 

As with any good actress or novelist, 
people willingly suspended their disbelief, 
allowing her words to flow over them, and 
Thérèse, like a true artist, almost came to be- 
lieve the stories herself. But she was destined 
for a much grander stage, a much more influ- 
ential audience than the villagers of this 
small south-western town. Her childhood of 
storytelling was an apprenticeship to a start- 
ling future. 

“What | want, I'll have,” Thérèse hoarsely 
whispered to her friends. The patron who 
magnified and solidified the stage beneath 
her nimble feet was an uncle, Gustave Hum- 
bert, who was soon to become one of the 
most celebrated ministers of justice in 
France’s Third Republic, associated not only 
with its glorified ideals of democracy and 
progress but with the rigorous prosecution 
of scandal. Thérése quickly legitimised her 
position by marrying his son, her cousin Fré- 
déric, and with a political grandee for a fa- 
ther-in-law—known familiarly as “le bon 
papa”—she embarked on the performance 
of her life. 

Together with the Humbert family, Thé- 
rése concocted a story of a vast inheritance 
bestowed on her by a grateful American bil- 
lionaire by the name of Crawford, whose 
daughter it was implied she might be. The 
story was given some clever twists and com- 
plications which meant that for the moment 
Thérése could not realise her incredible 
wealth, the bonds of which lay locked inside 
a strong box; and thus had to borrow money 
against it. 

The master stroke of this hoax was the 
amount of the inheritance. It was so large a 
sum, FFrioom, the equivalent of £200m to- 
day, that Paris kneeled in awe before “la 
Grande Thérése” and her strongbox full of 
promise. As if blinded they handed over 
their money and when 20 years later the box 
was forced open to reveal nothing more than 
a trouser button and one Italian coin, the vic- 
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tims of the hoax were like people waking 
from a spell, or the great performance of a 
truly sublime actress. 

Hilary Spurling’s delight when she dis- 
covered the existence of Thérése Humbert 
during the course of her research for her 
much-praised biography of Henri Matisse 
can be imagined. Thérése is any writer’s 
dream: a fairy tale with nothing to invent. 
Thérèse springs to life, large and imposing 
and as full of puzzling ambiguities for the 
reader as a Moll Flanders. You can only imag- 
ine what Defoe or Balzac would have made 
of such a woman. And yet we are far more fa- 
miliar with their invented characters than 
we are with this real-life woman. She has 
been suppressed from the history books. No 
more was heard of her once she had served 
her five-year prison sentence for fraud. May- 
be it was the pure embarrassment of the 
French government and law courts, with all 
their high ideals, having to confront the fact 
that so many of them had been duped by a 
peasant woman and prostrated themselves 
before an empty strongbox, that resulted in 
the suppression of the story. 

The story of Thérése, like any of the great 
i9th-century novels, raises questions about 
art and life, appearance and reality. Hilary 
Spurling’s initial interest in Thérése was her 
connection with Matisse. Their strangely 
mirrored fortunes proved fascinating. Thé- 
rèse was worshipped for almost 20 years be- 
fore being revealed as a fraud. Matisse was 
for many years reviled as a confidence trick- 
ster before being hailed a genius who had 
broken the boundaries of art. 

Could Thérèse be considered an artist? 
Hadn't she sought, like any artist, to reshape 
experience? And yet that cannot excuse her 
crime which resulted in so many ruined vic- 
tims, some of whom committed suicide. Hi- 
lary Spurling has produced an irresistible 
book. In Thérèse she has turned up a strong- 
box bursting with treasure. 
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Latin American music 


Sauce source 


Musica! By Sue Steward. Chronicle Books; 
176 pages; $22.95. In Britain: SALSA: MUSICAL 
HEARTBEAT OF LATIN AMERICA. Thames & 
Hudson; £12.95 





OMETIME last year at a bar in Cancun on 

the Mexican coast, this reviewer was 
drinking with a visiting group of Cubans. In 
their honour, the pj was asked for Cuban 
salsa. As the song came on, the Mexican host 
screeched in horror and rushed to get it 
changed. “We could have had an interna- 
tional incident,” he said on his return: the 
song was a Puerto Rican ballad saying Cu- 
ban men are lazy thieves. 

Latin American music is confusing. Sal- 
sa, literally “sauce”, has come to mean al- 
most any kind of Latin music that has its 
roots in son, a Cuban blend of Spanish folk 
songs with African rhythms and religious 
chants. Sue Steward’s new book maps out 
this explosion of musical styles beginning 
deep among “its tangled root system in Cu- 
ba”. It continues as the music spreads 
through the Spanish-speaking islands of 
Puerto Rico and the Dominican Republic, 
and then on to Miami and New York. 

And beyond: to Colombia, where it 
mixes with accordion-led cumbia; to Lon- 
don, where Ronnie Scott's renowned jazz 
club became a seeding ground for Latin jazz; 
and more recently, even back to its roots in 
Africa, where musicians had already been 
singing Cuban songs for years without 
knowing what the words meant. 

This is a history of the legendary musi- 
cians of salsa. But it is often also a history of 
war, politics and mass migration. Son took 
off in Cuba after it fought for and won inde- 
pendence from Spain in 1898, and Cubans 
from all over the island turned up in Havana 
bringing their local musical traditions with 
them. Waves of emigrants in the 1930s and 
then the 1960s, after Fidel Castro’s revolu- 
tion, poured Cuban music into Miami and 
New York. One of the immigrants of the first 
wave was Desi Arnaz, son of the mayor of 
Santiago de Cuba, who popularised the con- 
ga (“One-two-three, kickt’), married Lucille 
Ball and became a household name. 

Likewise, Puerto Ricans flooded New 
York after the 1917 Jones Act gave them 
American citizenship. Spanish Harlem be- 
came a source of talented musicians for the 
mambo, cha-cha-cha and other dance 
crazes. Merengue, the national music of the 
Dominican Republic, never really took off 
there—it was considered rather vulgar by the 
waltzing upper-crust--until General Rafael 
Trujillo led a coup in 1930 and was so taken 
with the idea of making the snobs move 
their hips to the rhythm of the masses that 
he made merengue virtually obligatory. And 
in the late 1980s, when the island’s economy 
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plunged, half a million Dominicans moved 
to. New York and merengue swamped the 
salsa scene. Wherever the musicians went, 
they mixed styles and created new ones. 

Son mixed with American big-band mu- 
sic became rhumba, popularising. Cuban 
music in America for the first time. A double 
beat turned rhumba into conga. Don’t, 
whatever you do, confuse rhumba with 
rumba, much closer to the music of Cuba’s 
African slave immigrants—never mind that 
they're pronounced the same. The formal 
- Cuban danzon was zipped up and French- 
ified to become charanga; another variant 
became mambo, and in 1960s New York, 
mambo splintered into the boogaloo, the 
dengue and the jala-jala. Later, the more ad- 
venturous started to mix Latin with rock and 
jazz, then reggae, rap and house. The menu is 
boundless: mereng-rap even sounds like an 
Indonesian snack. 

Despite this cornucopia, subtitling the 
book “The rhythm of Latin America” was 
cheeky. If this is the rhythm of Latin Ameri- 
ca, then none of the countries south of Co- 
lombia must have any rhythm at all, for all 
the mention they get. No: this is a book basi- 
cally about the rhythm of the Spanish- 
speaking Caribbean. And though the author 
acknowledges that the broader term “Latin 





styles coming out of Brazil and the explosion 
of Latin pop and rock being produced in 
South America”, she gives them almost no 
further heed. 

However, there is a bigger weakness. For 
Latin Americans, salsa’s “clave” or three-two 
rhythm (one-two-three, one-two) is burned 
in early, along with all its subtle variations. 
“The beat you choose to kick you off across 
the floor identifies you as closely as your 
Spanish accent,” notes Ms Steward, and if 
you are the kind of person who can tell a bo- 
lero from a bomba as easily as you can dis- 
tinguish the Spanish of Panama from that of 
Peru, no problem. But if not? Take this de- 
scription of merengue: “There’s no mistaking 
its crisp, zippy beat, hissed and scratched out 
ona metal-grater guira in jaunty 2/4 time, or 
the bubbling triple beat roll of tambora 
rhythms and sharp twitter of interlocked 
saxophone vamps.” No mistaking it? No 
imagining it, more like. 

The book includes a discography. What 
it really needs is a disc or two: a broad salsa 
selection, so the uninitiated can hear how 
the stylesconnect. That would turn a well-re- 
searched but pretty dry musical history into 
something that could really help non-Latins 
get to grips with a fast-growing fashion. 


iris 





New novels from Spain 


And for my next 


OLLOWING a favourite novelist 
over the years is.a special plea- 
sure. You have to take each of their 
books on its own, of course. But you 
are always keen to see if they are 
buildingon a familiar body of work 
or doing something unexpected. 
Almudena Grandes, who was born in 
Madrid in 1960, is a good example of the first. 
“Atlas de geografia humana” (Atlas of hu- 
man geography) nicely develops a genre she 
has made her own, the slice-of-urban-life 
novel. Four women approaching their 40s 
work in a Madrid publishing house on the 
instalments of an atlas. Each section is devot- 





ATLAS DE GEOGRAFIA HUMANA. By Al- 
mudena Grandes. Tusquets Editores; 
467 pages; Pta2,800. 

LA CUADRATURA DEL CIRCULO. By Al- 
| varo Pombo. Editorial Anagrama; 410 
| pages; Pta2,900. 

EL HEREJE. By Miguel Delibes. Ed- 
| iciones Destino; 499 pages; Pta2,800. 

| La CABEZA DE Piastico. By Ignacio Vi- 
dal-Folch. Editorial Anagrama; 120 
pages; Pta1,400, 

Tokio YA No Nos Quirre. By Ray Lo- 
riga. Plaza y janes; 268 pages; Pta2,650 
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ed in turn to one of these chatter- 
boxes, as they confide toeach other, 
to lovers, to parents, to dead friends, 
to psychoanalysts, to Tarot cards, 
and, when things are really bad, to 
the answerphone. 

Each of the women is sharply 
enough defined. But from the group as a 
whole comes a generational image of a new 
sortof “working girl”. As the lives of these bu- 
sy women play out over the past 20 years in 
Madrid, disappointment in love and doubts 
about older values seem to mir- 
ror wider changes in Spain. Yet 
lively, sensuous writing. saves 
this plotless novel from thumb- 
sucking or preachiness. Maybe it 
should best be taken as a eulogy 
to noisy Madrid. Reading it is like 
sitting in a bar where the women 
meet and listening to their exu- 
berant, slangy gossip. Alvaro 
Pombo, a much older writer who 
was born in north-eastern Spain 
at the end of the civil war in 1939, 
has also written enough novels to 
have a wide following. But in his 
latest book, “La cuadratura del 
circulo” (Squaring the circle) he 
has gone for a surprise: a histori- 
cal novel. The setting is 12th-cen- 
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tury Aquitaine, which is fine by itself. But Mr 
Pombo assumes we all know about the cru- 
sades, papal schisms and dogmatic contro- 
versies. This would have mattered less had 
the characters been clearer. But the motiva- 
tions of Acardo, the main character, are 
opaque. 

It is worth persevering all the same, so 
long as you accept that this is more a saga 
than a novel. A cold, loveless thug, Acardo 
happily leaves home, trains as a knight with 
a dissolute uncle, moves to the court at Poi- 
tiers with a cunning poet-duke, becomes a 
disciple of Saint Bernard at his Cistercian 
monastery and ends up as.a Knight Templar 
in Jerusalem. Acardo’s action-packed life is 
lavishly, at times poetically, described. But it 
is also an oddly isolated and somehow 
meaningless life, as if to say, there was ano- 
mie aplenty in the Middle Ages as well. 

Adisillusioned Acardo blames Saint Ber- 
nard’s verbal fluency for crusaders’ slaugh- 
ter in the Holy Land and, at the end of the 
book, concludes that he is really rather 
worse off than his horse, a self-contented 
animal unvexed by history and the clash of 
ideas. Acardo curses the crusades, the wars 
and divinity with a “Me cago en Dios” (I shit 
on God). Mr Pombo can tend to windiness, 
and the risks of it are obvious here. But on the 
whole he has his ideas under control and 
keeps the rambling tale moving. 

Miguel Delibes, who is almost 80, owes 
his position as one of the great Spanish writ- 
ers of the past century to an almost exclu- 
sively local output. His latest book, “El he- 
reje” (The heretic) is also historical. It 
concerns a pocket of Erasmian conspirators 
in mid-16th-century Valladolid (the writer’s 
home town). The Inquisition hounds them 
out, tortures them into betraying each other 
and burns the leaders at the stake. The novel 
is astonishing for its quirky vitality. This is 
less a novel of ideas than an extraordinarily 
imaginative evocation of provincial life in a 
past age. The book is rich with place names 
(iteven has maps) and alive with compelling 
descriptions, for example, of sheep farming, 
doctoring and the plague. The stink of daily 
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life is brilliantly suggested. Bizarre details are 
lingered over: a dead sheep-farmer’s corpse 
is unearthed after years, still intact and with 
a huge erection. Arcane rural knowledge in- 
tensifies and particularises Mr Delibes’s ba- 
sic theme: the dilemmas facing a scrupulous, 
enlightened man at the defining moment in 
Spain’s history when it locked its doors 
against a modernising Europe. The novel is 
both a bitter love-song to the writer's be- 
loved Valladolid and an ironic commentary 
on devotion to “patria chica” (local pride). 
Two young novelists who are creating 
big expectations as their work advances are 
Ignacio Vidal-Folch, a Catalan born in 1956, 


and Ray Loriga, a Madrileño in his early 30s. 
Mr Vidal-Folch has opted for a novel-essay, 
“La cabeza de plastico” (Plastic head), anato- 
mising the destiny of experimental art in a 
museum- and market-dominated art world. 
An overweight curator in Amsterdam con- 
fronts a punk installation artist whose work 
consisted of shadowing the curator with a 
private eye for three days and then display- 
ing his life’s intimacies in a gallery. People in 
this satire do not so much talk as conduct 
witty dialogues about art. The book uses ste- 
reotypes rather than deeply imagined char- 
acters, and true to its throwaway approach, 
conveniently disposes of artist and curator 





ina car smash. 

Mr Loriga also dislikes contemporary 
life. “Tokio ya no nos quiere” (Tokyo no lon- 
ger loves us) is set in the near future. A1Ds is 
conquered anda firm called Company dom- 
inates the market with memory-wiping 
drugs. Everything in this world is vaguely fa- 
miliar but slightly off key. Amid lots of 
booze, sex and drugs, a memory-recupera- 
tion experiment fails but brings back a half- 
trace of a forgotten lover. Mr Loriga laces this 
coldly stylish novel with arresting similes. 
He seems to be telling readers to forget the 
past. But his present is hardly appetising. 








UST what is a non-fiction book? The 
question is full of traps for the unwary. 
| In postwar Italy, Edmund Wilson, a not- 
ed American writer and journalist, was re- 
porting on the climate of politics for the 
New Yorker. In a Milan bookshop he spied 
a sign he took for evidence of a swing in 
opinion against the left. Milan bookstores, 
he reported, were refusing to stock “social- 
ist” books. Alas, Wilson’s Italian—or his 
eyesight—was imperfect. The innocent no- 
tice announced simply that the shop did 
not stock libri scolastici: textbooks. 
In publishers’ jargon, non-fiction 
means “trade” non-fiction: textbooks and 
technical publications are not counted. But 


What the world is reading 


even these exclusions leave you with a lot 
of decisions to make. Do dictionaries and 
spelling manuals count? Should you in- 
clude self-help literature and diet books? A 
glance at our non-fiction lists this month 
gives a feel for the problem. 

At the top of the Spanish non-fiction 
list, supplied by the Libreria Crisol, one of 
Spain’s leading bookshop chains, are a 
spelling manual put out by the Academy 
of the Spanish Language and a new dictio- 
nary of current Spanish usage. Non-fiction, 
yes. But not the sort of book that crops up 
on bestseller lists everywhere. With the ex- 
ception of John Grey’s unstoppable worid 
bestseller about the sex war, most of the 


Spanish list is otherwise what we normally 
understand by non-fiction: current affairs, 
history, memoirs, travel, both highbrow 
and not-so-highbow. A tract about the 
Basque question and a history of women 
in the Spanish civil war rub shoulders with 
Rosa Montero’s famous stories and Ma- 
nuel Leguineche’s real-life tale of a return to 
rural Castile. 

What a contrast to the American non- 
fiction list. Six of its items are self-help or 
diet books. For the rest Frank McCourt, 
with “Tis”, continues to turn every word 
he writes into gold or better. And Edmund 
Morris, with his controversial “Dutch”, 
continues to baffle readers with a problem 
about book categories of his own making: 
is his memoir of ex-President Reagan his- 
tory or fiction? 
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Go forth and multiply 


In his pre-budget report this week, Gordon Brown declared that he wanted to 
make Britain a more entrepreneurial place. How much difference will his 


assorted tax breaks make? 


OW the Conservative Party must loathe 

Gordon Brown’s big days in the House 
of Commons. It is bad enough that the chan- 
cellor is presiding over a healthy economy 
and a full exchequer, when a year ago the To- 
ries were goading him about a recession that 
never came. Worse, he is making a good fist 
of acting like a Tory chancellor. In his budget 
in March, Mr Brown performed the Tories’ 
old headline-grabbing trick of cutting the ba- 
sic rate of income tax, from 23% to 22% in 
April 2000. In his pre-budget report on No- 
vember oth, the chancellor pinched their 
clothes again, by promising “enterprise for 
all”. During their years in office, “enterprise” 
was one of the Conservatives’ most cher- 
ished words: the Department of Trade and 
Industry was even restyled “the Department 
for Enterprise”. 

The chancellor has posed as the friend of 
business before, making much of cuts he has 
made in corporation-tax rates. As far as big 
business is concerned, he has been largely 
unconvincing in this guise. Tax increases, 
caused by changes in the way in which cor- 
poration tax is collected and the abolition of 
tax credits on dividends paid to pension 
funds, have far outweighed the effects of 
cuts in tax rates. This week, some big compa- 
nies did have something to cheer: the chan- 
cellor toned down his proposals fora levy on 
energy use, about which heavy users of elec- 
tricity had been complaining noisily since 
they were announced in March. 

However, this week Mr Brown’s main 
concern was not with big, established busi- 
nesses but with small, growing ones. He told 
the Commons that Britain has only half the 
rate of business start-ups of the United 
States. If only the country were more entre- 
preneurial, it could achieve the chancellor's 
dream of bridging the “productivity gap” be- 
tween Britain and America, France and Ger- 
many. Hitherto, he thinks, Britain has done 
too little to encourage entrepreneurship. By 
the judicious use of tax incentives, he be- 
lieves that he can change this. 

The pre-budget report was therefore re- 
plete with such incentives. As is usually the 
case with a statement by Mr Brown, most of 
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them had been announced or trailed before. 
The only completely new idea was a change 
in capital gains tax for “business assets”. 
These include shareholdings worth at least 
5% of a company's voting rights (if the share- 
holder is an employee) or 25% (if not). This is 
Mr Brown’s second change in capital gains 
tax in less than two years. In March 1998, to 





encourage long-term investment, he said 
that the tax rate would decline from 40% for 
gains realised within a year of purchase to 
10% for business assets held for more than 
ten years. Now, he plans to reduce the tax 
rate for business assets more sharply. The 
rate will fall to 10% when assets have been 
held for only five years. 

This change has delighted venture capi- 
talists. The ten-year taper, says Michael 
Queen, finance director of 3i, Britain’s (and 
Europe’s) largest venture-capital company, 
may have encouraged investors to hold on to 
assets purely for tax reasons, rather than re- 
cycle capital. “I would take issue,” he says, 
“with the idea that there’s something inher- 
ently valuable about making gains over a 
long period rather than a short one.” So he 
considers the five-year taper a big step in the 
right direction. Cuts in capital gains tax in 
America, he says, led toa big increase in busi- 
ness start-ups and employment. Now that 
Britain is cutting taxes, it should be better 
placed to attract high-tech businesses— 
which are also highly mobile. 

Mr Brown also fleshed out some ideas 
floated in his most recent budget. Corporate 
venturers who invest in “small higher-risk 
trading companies” will get corporation-tax 
relief, as well as enjoying a deferral of capital 
gains tax on any money they reinvest. The 
government is also putting £50m ($80m) into 
regional venture-capital funds, which it 
hopes will be supplemented by £250m in 
private money. Stephen Byers, the trade and 
industry secretary, says that another govern- 
ment fund aimed at high-tech businesses 
has so far attracted £25m in private cash to 
add to the £20m the Treasury has stumped 
up. Yet more new funds are aimed at helping 
businesses to take root in poorer areas. 

More broadly, Mr Brown hopes toincul- 
cate an entrepreneurial spirit throughout the 
land. Instruction in the new faith cannot be- 
gin at too early an age: in 2000-01, £10m will 
be spent on boosting “enterprise skills” in 
primary and secondary schools. For grown- 
ups, he proposes a new employee share- 
ownership scheme, which will give workers 
adirect stake in the fortunes of their employ- 
ers. From April 2000, firms will be able to give 
their workers up to £3,000-worth of shares 
free of income tax (the cash equivalent 
would incur tax of up to £1,200). Employees 
will also be able to buy £1,500-worth a year 
out of pre-tax income, saving up to £600. Ac- 
cording to William M. Mercer, a consulting 
firrn, this scheme is likely to be attractive to 
many companies, because they will not 
have to pay a payroll tax on remuneration in 
the form of shares. 

However, because their pay packets are 
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usually by far their biggest source of income, 
employees’ fortunes are already closely tied 
to their employers’. Why should they be en- 
couraged to take on even more of the same 
risk? Moreover, adds Mercer’s Haig Nalban- 
tian, American evidence implies that em- 
ployee share-ownership schemes are unlike- 
ly to. improve productivity by themselves. 
And that is precisely what Mr Brown hopes 
that they and his other measures will do. 
Indeed, says Stephen Bond of the Insti- 
tute for Fiscal Studies, an economic research 
group, it is far from clear that Mr Brown’s 
package will make much difference to in- 
vestment or productivity, even though the 
capital gains tax reform is likely to encourage 
more new firms to be formed. He is not 
spending much money, compared with the 
increased taxes he has levied on business. 
Small firms account for only a small propor- 
tion of the economy—and a corresponding- 
ly small proportion of investment and of re- 




















search-and-development expenditure. On 
average, small companies are less produc- 
tive than their big brethren. 

These criticisms will be of little comfort 
to the Tories as they watch Mr Brown steal 
their pro-business mantle. And they know 
things may get worse. The chancellor has in- 
creased his growth forecasts to 131% this year 
and 2!2-3% next, and beefed up his estimates 
of what will be in his coffers (see chart). Even 
after adjusting for the current cyclical up- 
swing, the chancellor looks set to have a little 
leeway tocut taxes. or spend more before the 
next election, and still look “prudent”. 

So the Tories may have to watch Mr 
Brown steal their clothes again. Here (com- 
pletely speculatively) is one way he might do 
it. There are probably two budgets left before 
the next general election: two one-penny 
cuts in the basic rate of income tax would al- 
low Mr Brown to go into the election promis- 
ing a rate of 2op in the pound if Labour is re- 
elected—and dare the Tories to reverse it. 
Conservatives will recall that when in pow- 
er they had a long-running commitment to 
cut the basic rate to 20p. They never made it. 
The chances are that Mr Brown will. 
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The Commonwealth 
Young toddlers 


HE royal family could be forgiven for be- 

ingjust a bit confused about the regard in 
which they are held by their present and for- 
mer subjects. Outside Britain, everything 
seems to be going startlingly well. On No- 
vember 6th the Australians surprised the 
British by voting to retain the queen as head 
of state and not to establish a republic. Two 
days later, the queen was virtually mobbed 
by enthusiastic crowds in Ghana. And on 
November 10th, the 45-strong royal party 
moved on to South Africa, where the queen 
is presiding over the Commonwealth Heads 
of Government Meeting in Durban. 

But back home, just as imperial roman- 
tics were basking in the warm afterglow of 
the Australian result, came a pamphlet from 
a think-tank called the Foreign Policy Centre 
(Fec), entitled “Reinventing the Common- 
wealth”. The frc is not just any old think- 
tank; it boasts Tony Blair as its “patron”, and 
Robin Cook, the foreign secretary, as its pres- 
ident. The idea was that this. new body, set 
up with the encouragement of Mr Cook, 
would blow a gust of modernising fresh air 
through British foreign policy. It would be 
free from the (allegedly) stuffy and establish- 
ment airs of the older think-tanks, such as 
the Royal Institute of International Affairs. 

True to form, the Commonwealth pam- 
phlet, written by Kate Ford and Sunder Kat- 
wala, suggests various moves that would 
downgrade the role both of the monarch 
and of Britain within the Commonwealth. 
The pamphlet suggests that the chair of each 
Commonwealth meeting should act as a 
“Commonwealth President” to represent 
the organisation at big summits. Such an ap- 
pointment would detract from the queen’s 
formal role as head of the organisation. It also 
suggests that there should be a debate over 
whether Prince Charles should ever take ov- 
er as head of the Commonwealth. And for 
good measure, it suggests that the organisa- 
tion’s headquarters might be moved from 
London (just along the road from St James’s 
Palace) to Delhi or Lagos. 

The Foreign Policy Centre also calls for 
the Commonwealth to become a properly 
organised and policed organisation, with 
transparent rules of membership. Only then 
could the new, modernised: Common- 
wealth “promote its values and act on them, 
not just put on a splendid spread for the 
alumni of empire.” 

The pamphlet has certainly been taken 
seriously abroad. The report argues that the 
Commonwealth should set tough member- 
ship criteria based on democracy and hu- 
man-rights records. This drew a furious re- 
sponse from one of the countries named and 
shamed in the report, Zimbabwe. Its foreign 
minister, Stan Mudenge, denounced it as “ri- 






diculous and utter rubbish. The report was 
prepared by young toddlers trying to come 
to grips with important international rela- 
tions. All I did was crumple it and throw it in 
the trash can.” 

In one respect, Mr Mudenge is right. The 
rec staffers are distressingly young. Mark 
Leonard, its boss, is 25 years old (it seems just 
yesterday that he was an intern at The Econ- 
omist). Mr Leonard made his name by writ- 
ing a well-timed pamphlet on “rebranding” 
Britain, and now his colleagues have given 
the Commonwealth similar treatment. 

But youthful impertinence is not suffi- 
cient grounds to dismiss the rrc’s ideas . For 
behind the New Labour verbiage of “goal- 
driven secretariats” and “effective delivery”, 
the authors of the report raise an important 
issue. Is it time for the Commonwealth to 
shed its imperial trappings, personified by 
the role of the queen, and turn itself into a 
sort of democratic club, specialising in trade 
and human rights? 

Such a move might mean that the Com- 
monwealth would attract even less interest 
in Britain than it already does. And, as events 
in Ghana and Australia demonstrate, the 
monarch still retains some appeal as a sym- 
bolic head of governmentand the Common- 
wealth. The toddlers at the rec might have to 
wait until they are in their 30s for any moves 
to rob the queen of what is known to be her 
favourite role. 


The north 


Loyalty test 


HE north-east of England has every rea- 

son to regard itself as Labour’s heartland. 
Tony Blair and five of his cabinet ministers 
have constituencies in the region; 31 of its 35 
mpsare Labour. And yet, as Mr Blair is uneas- 
ily aware, North-Easterners are increasingly 
complaining about that old bugbear of Brit- 
ish politics: the north-south divide. 

As London goes through one of its peri- 
odic housing booms, and companies in the 
south-east moan about the difficulty of re- 
cruiting workers, firms in the north-east are 
shedding workers. More than 1,000 jobs have 
gone in the past month. The closures include 
a British American Tobacco factory (460 
jobs) next door to Mr Blair’s Sedgefield con- 
stituency and the Ellington colliery in North- 
umberland (400 jobs)—the last of the re- 
gion’s deep coal mines. There are also 
worries that up to 5,000 offshore engineering 
jobs, mainly on Teesside, may be at risk be- 
cause of a dearth of new orders. 

At the 1997 general election unemploy- 
ment in the north-east was 2.7 points higher 
than the British average. Although the re- 
gional jobless rate has come down since 
then, it is now 2.9 points higher than the av- 
erage (see map overleaf). Angus Hynd, of the 
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Confederation of British Industry North- 
East, says: “Without wishing to whinge, 
whatever league table you look at, we are ei- 
ther at the bottom or near the bottom.” 

The government seems uncertain about 
what line to take on the north-south divide. 
Last month Gordon Brown, the chancellor, 
denied that the divide was getting worse—a 
remark that caused much harrumphing in 
the north-eastern media. But Peter Mandel- 
son, whose Hartlepool constituency is in the 
region, and who has just been appointed to 
run Labour's next election campaign with 
Mr Brown, said recently that the north-south 
divide was indeed getting wider. 

The specific difficulty for the govern- 
ment is how todeal with demands for higher 
public spending in the region. The regional 
cei supports the demand for more public 
spending, especially on big road-improve- 
ment schemes. The chairman of the recently 
created regional development agency, John 
Bridge, has made little secret of the fact that 
he also thinks the north-east is getting a raw 
deal. His agency’s budget of £166m ($270m) is 
only about one-third that of its equivalent 
Scottish agency, and it has much less flexibil- 
ity over how todeploy its money. 

Local councillors point out that if spend- 
ing on public services in the region were 
raised to the level of London, they would 
have £1.4 billion extra to spend. But while 
north-easterners see relatively lavish levels 
of public spending in London, politicians in 
the capital argue that London already con- 
tributes far more in tax than it gets in public 
spending. Both arguments are correct, be- 
cause London is relatively so much richer 
than the north, But increasing London’s sub- 
sidy to the north would be difficult with a 
mayoral election looming in the capital. 

Even trickier issues are raised when 
north-eastern politicians look over the bor- 
der to Scotland. Increasingly, they are argu- 
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Auld lang syne 


| HE journalistic cliché of the year has 
| been the threat of the “break-up of 
| Britain”. Two vital football matches be- 
| tween England and Scotland—the first in 
| Glasgow on November 13th-—-may give 
the phrase an unfortunately literal ring, if 
fears of crowd violence are realised. 
According to the Daily Record, a Scot- 
tish newspaper, bands of football hooli- 
gans, supporting different Scottish clubs, 
have already met in a Glasgow pub to 
plan attacks on visiting English fans. But 
they proved unable to bury their enmities 
and “ended up battling each other with 
stun guns, cattle prods and cs gas.” The pa- 
| per also reports that “400 violent Catego- 
| ryc English football thugs are travelling to 
| Scotland.” Some of the marginally less 
violent Category a and s hooligans may 
also be making the journey north. For 
| their part, the English authorities have 
been trying to avoid the possibility of 
crowd trouble by the cunning strategy of 
not selling tickets to the match in London 
to anyone with a Scottish accent. 
Unfortunately for the English team, 
many of the worst football thugs in the 
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| The good old days at Wembley 





ing that the Treasury formula which gives 
Scotland extra public money should be 
abandoned. According to Jim Cousins, the 
Labour mp for Newcastle Central, the north- 
east gets about £600 per head less in public 
spending than Scotland—even though it is 
now markedly less prosperous. 

This is an argument that Mr Blair may 
find it difficult to deal with, for Scotland cer- 
tainly does get more in public spending than 
it contributes in tax. And while that might 
have been justified when itseconomy was in 
the doldrums 20 years ago, Scotland’s GDP 
per head is now around the British average, 
and its economy is growing faster than any 
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country seem to come together to follow 
the national side. There is also an unmis- 
takable far-right presence at most Eng- 
land games. These “fans” made their pres- 
ence felt in 1995, when a game between 
England and Ireland in Dublin was aban- 
doned because of crowd violence. 

The English fans in Dublin chanted 
their antipathy to the ra. Anti-Scottish 
feeling may have been stoked up by devo- 
lution and the rise of Scottish nationalism. 
But, in truth, “the West Lothian question” 
may be a little abstract for the sort of peo- 
ple who follow the English football team. 

The tradition of playing an annual 
England-Scotland game was abandoned 
at the start of the decade, partly because 
the authorities were fed up with all the 
“aggro” surrounding the fixture. But many 
people feel nostalgia for the games, which 
brought a bi-annual invasion of London 
by hordes of singing, scarf-waving, hard- 
drinking Scots. Whether that nostalgia 
will be fortified—or cured—by a double- 
dose of England-Scotland mania, will de- 
pend a lot on what happens on the streets 
around Hampden Park and Wembley. 
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partof Britain outside the south-east. 

The north-easterners’ belief that the re- 
vival of Scotland’s economic fortunes since 
the 1970s is attributable to higher public 
spending is questionable. But itis still hard to 
see why Scotland's schools and hospitals 
should be better funded than those of poor- 
er parts of England. 

The difficulty for Mr Blair is that the Scot- 
tish Parliament was set up specifically to 
head off separatist sentiment. Cutting public 
expenditure in Scotland to finance England 
might fuel the nationalism that devolution 
was meant to douse. 

sonal 
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A general theory of spin doctors 


OLITICS is about power. And power, said Henry Kissinger, is a 

great aphrodisiac. It would be tidy to complete the syllogism by 
concluding that politicians are sexy. But anyone whois obliged, as 
this columnist sometimes is, to while away rainy afternoons in the 
House of Commons, learns that this is not, universally, the case. If 
there is a trend, it is that politicians are becoming less sexy—in all 
senses of the word—than their spin doctors. 

This observation is prompted, first, by the chancellor of the ex- 
chequer’s pre-budget report this week (of which more later) and, 
second, by the publication of “Scandal”, a novel by Amanda 
Platell. “Scandal” is what British publishers call a “bonkbuster”, a 
literary genre that borrows equally from romance, pornography 
and shopping catalogue (free ex- 


she offered the vice-president was that he needed to transform 
himself from a submissive “beta male” into a tooth-baring “alpha 
male” if he was ever to shake himself free of Bill Clinton and take 
over as top dog. (The exact distinction, for the zoologically unin- 
formed, is that the alpha has more mating possibilities.) 

Turn now to the chancellor of the exchequer’s pre-budget re- 
port. You are loth to, aren’t you? That is understandable. Walter 
Bagehot, the Victorian editor of The Economist after whom this 


the dignified parts of government. The former consisted of govern- 
ments’ real work. The latter consisted of the theatrical elements ca- 
pable of exciting the “ruder sort of men”-—-those who were uninter- 

ested in governments “plain, 





tract: “She stood there, shaking, na- 
ked except for a pair of Manolo Blah- 
nik stilettos”). In this case, the book’s 
literary merits are less the issue than 
the identity of the author. For Ms 
Platell is a spin doctor. Indeed, she is 
not just any spin doctor, but head of 
media for the Conservative Party, a 
former tabloid journalist recruited 
last March at a six-figure salary to 
burnish the image of William 
Hague, the Tories’ leader. 

You may think it a mite embar- 
rassing for the chief spin doctor of a 
party as fusty as the Conservatives 
to write a novel such as “Scandal”. 
Ms Platell, seeming to recognise the 
danger, has not gone very far out of 
her way to seek publicity for her 
new book. And yet, in truth, she 
does not need to worry over-much 
about New Labours media ma- 
chine using “Scandal” as a means to 
embarrass her employer. This is be- 
cause New Labour’s own chief spin 
doctor, Alastair Campbell, is a bit of 
an author himself. That is to say, the 
prime minister’s official spokesman 
is not only, like Ms Platell, a former 
tabloid journalist paid a handsome 
salary to burnish the image of Tony Blair. He also, in the 1970s, sup- 
plemented his income by writing lurid stories for Forum, a soft- 
porn magazine, about his adventures as a gigolo in the South of 
France. Although Mr Campbell says nowadays that this was fic- 
tion, his biographer, Peter Oborne, says that it took a lot of people 
in. And since both Mr Campbell and Ms Platell have striking good 
looks (Ms Platell’s heroine, assumed to be modelled on herself, is 
given “lips made for kissing’) there is much speculation about 
whether his “fiction” about earning money for sexual favours— 
and hers about games of sex and power in the cut-and-thrust 
world of tabloid journalism—are at least semi-autobiographical. 

So what? The symmetry between the spin-doctorate in Down- 
ing Street and the one at Tory headquarters could be put down to 
coincidence. But now word wafts across the Atlantic of the con- 
niptions which Vice-President Al Gore has caused by tuning, qui- 
etly but expensively, to Naomi Wolf, a feminist author (most re- 
cently of “Promiscuities”), for advice on how to put new vigour 
into his presidential campaign. According to Time magazine, 
which first disclosed that Ms Wolf was advising Mr Gore, one tip 








palpable ends” and who needed a 

spot of magic to grab their attention. 

Few bits of government busi- 

ness are as plain, palpable and “effi- 

cient” as the pre-budget report. This 

tax is torise, says the chancellor; that 

one to fall; and all for grave and ex- 

cellent reasons such as the encour- 

agement of enterprise, or fairness, or 

(this is New Labour) both at once. 

Needless to say, these measures 

matter a great deal. But even if you 

do not possess the ruder sort of 
mind, no pre-budget statement is 
ever likely to strike you as magical. 
To capture the imagination of the 

mass of people, Walter Bagehot ar- | 

gued, the efficient bits of govern- | 

ment had therefore to be buttressed | 

by the dignified bits, such as the 

monarchy, tradition, state ritual, | 
and all the “Gothic grandeur of a 

more imposing age”. | 
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More than a century on, this 
point holds good. Except that one 
revision seems in order. It may make 
more sense today to divide the busi- 
ness of government not into the effi- 
cient and the dignified, but into the 
efficient and the undignified. 

Bagehot wrote “The English Constitution” in 1867, before the 
age of mass democracy, when the ruder sort of people could still 
be impressed by monarchy and all the rest. But the ruder lot nowa- 
days demand more than gilt and ermine to relieve their boredom 
or prolong their attention. They want reassurance that their politi- 
cal leaders are not just efficient technocrats, but men of flesh and 
blood, just like them, with a full panoply of undignified emotions 
and relationships. In theory, a politician may still transgress be- | 
yond what is acceptable, but Bill Clinton’s presidency has shown | 
how difficult it can be to reach this boundary. 

The problem of some politicians is that they just donot seem to 
possess the protean emotions which the age demands. The worthy 
Mr Gore is more interested than the average alpha male should be 
in carbon emissions. Mr Hague has had a reputation for bloodless- 
ness ever since he made a pompous speech to the Conservative 
Party conference at the age of 16. Little wonder that such men tum 
for spin doctoring to the rude types whose careers as producers of 
fiction or theorists of sex equip them with the “emotional fluency” 
thata lifelong interest in politics so often fails to provide. 
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Germany’s electrical storm 


FRANKFURT 


The vigorous liberalisation of Germany’s power-supply market has sent 
prices tumbling and led to a series of mergers. But there is no guarantee that 


competition will thrive 


OREIGNERS have long complained that 

the guiding principle in Germany is “if it 
moves, regulate it”. For shopping hours and 
the labour market the criticism still rings 
true. However, market forces are being un- 
leashed on some of the country’s most pro- 
tected industries. Last year the telephone 
business was liberalised with a vengeance, 
leading to some vicious price competition 
and restructuring. Now the electricity indus- 
try has been thrown into convulsions, and 
there is even hope that its cousins, gas and 
water, are in for similar treatment. 

Until recently, the German power mar- 
ket was a network of regional monopolies, 
and competition was all but absent. The cat- 
alyst for change was a European Union di- 
rective that called for the gradual opening of 
markets, starting in February this year. Rath- 
er than merely keep pace with the directive, 
however, Germany’s government seized the 
chance tocreate one of the most liberal pow- 
er markets in the world. 

“In little over a year, Germany has made 
the kind of leap in power-supply competi- 
tion that took almost a decade in Britain,” 
says Richard Hunter of Fitch 1BCA, a rating 
agency. One effect will be on the rest of Eu- 


THE ECONOMIST NOVEMBER 13TH 1999 


rope’s power market. As the continent's elec- 
trical “linchpin”, Germany will stimulate re- 
form in other markets, most of which have 
dithered (see chart on next page). 

Another effect will be felt in Germany it- 
self. In both power and telecoms, reform has 
sent 1,000 volts through several of the coun- 
try’s drowsiest firms. If deregulation is a suc- 
cess, it will promote freer markets through- 
out the economy. Already, shopping for 
cheap telephone calls has become a national 
obsession. 

Yet deregulation is not always popular. 
Mannesmann, which has done well in the 
new telecoms setting, may soon find itselfon 
the end of an unwelcome foreign offer, even 
though the very idea of hostile bids is still not 
accepted in Germany (see box on next page). 
If the experiment with Germany’s utilities is 
judged to fail, for whatever reason, reform in 
general will be set back. 

At the moment, there is still a lot to cele- 
brate. Not long ago, Germany had Europe’s 
highest industrial-power prices. In no time, 
wholesale prices have been cut in half, and 
industrial users have won discounts of up to 
60%, often from existing suppliers that want- 
ed to stem defections to upstart rivals, 





Unexpectedly, this has rapidly filtered 
down to Germany's 38m domestic consum- 
ers.In an echoof last year’s war for telephone 
customers, the big utilities have, since Au- 
gust, unveiled tit-for-tat price cuts. rwe, the 
biggest, has pledged to match rivals’ tariffs 
and says it received 100,000 calls within a 
week of its latest offer. Lynn Reinhardt, of 
Merrill Lynch, thinks domestic consumers 
can expect prices to fall by as much as 40%. 
So brutal is the price-cutting that some econ- 
omists see it taking half a percentage point 
off German inflation in the next 12 months. 


Galvanised 


The price war is partly motivated by fear. 
Germany’s eight big Verbund utilities, the 
former regional monopolists, are awash in 
generating capacity and fear cheap imports 
of electricity from France and elsewhere. 
Nervousnessis also behind the desire to bulk 
up through mergers. In September Veba and 
Viag, the second- and third-largest listed util- 
ities, unveiled a €36 billion ($37 billion) 
merger that is still being pored over by regu- 
lators. Three weeks later we said it was talk- 
ing to vew, another big supplier, about a 
merger that would regain it top spot. 

These deals are part of a wider strategic 
rethink. Under pressure from investors, all of 
the big German utilities are undoing much 
of the past decade’s diversification, selling 
businesses that range from telecoms to logis- 
tics, to concentrate on Europe’s converging 
energy business. Veba has been buying small 
utilities in neighbouring countries, such as 
the Netherlands. But rwe is the most openly 
ambitious: it wants to raise its share of the 
power-supply market in the £u fourfold to 
10%, and has pencilled in €30 billion for ac- 
quisitions. The German government's at- 
tempts to phase out nuclear power, which 
makes up a large part of the utilities’ busi- 
ness, has intensified this wanderlust. 

Those with most to fear from liberalisa- 
tion are the tiddlers—Germany’s 1,000 or so 
regional power companies and municipal 
plants, or Stadtwerke. These mini-monopo- 
lies traditionally charged exorbitant prices 
and used the profits from power to subsidise 
everything from trams to libraries. As prices 
have fallen, they have begun to fret. Under- 
standably: by one estimate, 40,000 jobs may 
disappear in the shake-out to come. Every- 
one agrees that the scope for cost savings is 
enormous, even compared with Britain, 
where the efficiency gains from power liber- 
alisation far outstripped expectations. 

Might something similar await Ger- 
many’s water and gas industries? There are 
encouraging signs. The idea of giving inde- 
pendent suppliers access to water pipes is no 
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longer outlandish, and foreign. water-treat- 
ment and supply groups, suich as France’s Vi- 
vendi, have been sniffing out partners. The 
EU wants 20% of the gas business, which is 
dominated by the giant Ruhrgas, opened by 
the middle of next year. Some think that old 
structures will unravel in short order. “Cus- 
tomers here have tasted liberalisation with 
electricity. If they think they can get the same 
with gas, they probably will,” says John 
Thompson, who runs the German opera- 
tions of Enron, an American power group. 


Short circuit 


So is it time for consumers to celebrate? Up to 
a point. Liberalising at breakneck speed car- 
ries risks. In Germany, little has been done to 
ensure that the free-for-all matures into gen- 
uine competition. “Almost overnight it has 
gone from pure monopoly to pure anarchy,” 
says Jason Harlan of Southern Energy, which 
owns part of Bewag, a Berlin-based utility. “It 
has the vital signs of a liberalised market, but 
not the structures.” 

Alone among £u countries, Germany 
has no power regulator. The big utilities like 
this, because they are left to regulate them- 
selves, albeit under the watchful eye of the 
Federal Cartel Office. Smaller local utilities 
complain that self-regulation lets the big 
generators tie them into loss-making long- 
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term contracts. And new entrants say it 
means they need a strong local partner to 
gain fair access to the electrical grid. Last 
week Britain’s Eastern Energy withdrew 
from the bidding for a regional utility after its 
German co-bidder dropped out. 
Another focus of ire has been the snap- 
pily named Verbandevereinbarung, an ac- 
cord reached between the big utilities that 
sets terms for grid access. A temporary post- 
liberalisation version, drawn up last year, 
was riddled with discrimination. Its replace- 
ment, still under discussion, is a big improve- 
ment. For example, access no longer has tobe 













































negotiated case-by-case, a hugely expensive 
and time-consuming requirement. 

Holes remain, though. Independents still 
pay a small fortune for “regulation power” — 
electricity they have to buy from the grid op- 
erator when they do not have enough of 
their own. And Germany still has no proper 
wholesale market in electricity, although 
one may develop along with a new power- 
derivatives exchange, due to open in Frank- 
furt next year. Yet the real fear is that today’s 
furious price-cutting is not so much real lib- 
eralisation as the start of a stitch-up. Veba, 
Viag and rwe have dropped prices to below 
cost, according to this view, just to drive the 
smaller utilities out of business. With no reg- 
ulator to keep them in check, they could easi- 
ly establish a tight oligopoly, then quietly 
start to fleece consumers once again. 

The protection against this gloomy prog- 
nosis is the cartel office; which is fast estab- 
lishing pro-competition credentials. Most of 
its recent decisions have gone against incum- 
bents. This week, ithinted that it would stop 
any more big deals. Foreign companies bid- 
ding for regional power firms are delighted— 
although they would prefer federal rules. on 
interconnection and transmission. If the car- 
tel office stays alert, Germany’ electrical 
storm will rage for some time yet. 
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OR all its deregulatory zeal, Germany 

still balks at bits of Anglo-American 
capitalism, and in particular hostile take- 
overs. Few have been tried, and none has 
succeeded. A breakthrough seemed possi- 
ble in 1997, when Krupp made a grab for 
Thyssen, but when the steel makers even- 
tually came together, it was because politi- 
cians had pushed them into friendly talks. 
Now, with Britain’s Vodafone AirTouch 
mulling a bid for Mannesmann, Ger- 
many’s hostility to hostility may be tested 
more harshly than ever. 

Together with Orange, a British mo- 
bile-phone operator that it is committed to 
buying, Mannesmann is worth upwards of 
€100 billion ($104 billion), a mouthful even 
for Vodafone. Leaving out Orange would 
make life easier, especially since regulators 
would anyway force Vodafone to sell it; 
but Mannesmann’s bid is watertight. So 
Vodafone would quickly have to find an- 
other buyer. France Telecom may be inter- 
ested, but a forced sale would probably 
leave Vodafone out of pocket. 

Then there are German legal oddities. 
Many big companies, including Mannes- 
mann, have a “5% rule”. Introduced in the 
1970s to curb the influence of investors 
flush with petrodollars, this limits the vot- 





ing rights of big shareholders to 5%, making 
it harder for hostile bidders to win a major- 
ity by co-opting allies. And winning over 
investors with less than 5% can be impossi- 
ble: thanks to Germany’s fondness for 
bearer shares, investors can hold such 
small stakes without revealing their identi- 
ty. Nor does Germany’s stockmarket law 
recognise cross-border mergers, which is 
why Daimler and Chrysler had to set up a 
German shell company to tender for 
Chrysler shares when they merged last 
year. This process, tricky enough in a 
friendly deal, could prove impossible in a 
hostile bid. 
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But perhaps the biggest turn-off is Ger- 
many’s lack of a “squeeze-out” for dissent- 
ing minority shareholders. In Britain, a hos- 
tile bidder with 95% of shareholders on its 
side can forge ahead even if the rest are op- 
posed. In Germany, individual sharehold- | 
ers can, and often do, block deals by filing 
lawsuits that can last for years. Until they 
are settled, the acquirer can neither use the 
target’s cashflow nor exercise control. 

The target’s managers can also cause 
trouble. Boards are harder to dislodge in 
Germany than in Britain or America. In 
theory, Vodafone could boot out Mannes- 
mann’s bosses if it had the approval of 75% 
of the German firm’s shareholders. But 
seeking this could also lead to the courts. 

That leaves the trade unions, which 
have half the seats on German firms’ su- 
pervisory boards. They are unlikely to wel- 
come a bid from Vodafone, which would 
want to offload Mannesmann’s engineer- 
ing divisions, where four-fifths of the 
workforce is employed. Their influence is 
strong enough to have helped force Krupp 
to end its hostility to Thyssen. As a symbol 
of corporate success, Mannesmann is 
“even more of a social issue” than Thyssen, 
according to one investment banker. 

Allin all, then, Vodafone would have a 
mountain to climb. But having the odds 
stacked against you is no guarantee of fail- 
ure. After all, hostile takeovers. have. suc- 
ceeded this year in both France and Italy. 
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Too much red 


NAZRAN, INGUSHETIA 


RINTING plants in the former Soviet 

Union are usually dreary concrete 
buildings on the outskirts of a large city. 
Their normal activity is to put dark-grey 
ink smudgily on tolight-grey paper. But not 
in Nazran, the capital of Ingushetia, a small 
republic on Russia’s southern fringe. 

There, state-of-the-art German equip- 
ment sits inside a brightly coloured new 
building. Soviet planners considered Naz- 
ran too small to have a plant of its own. 
Printing used to be done in nearby Chech- 
nya. But Nazran’s luck changed with a seri- 
Ous operational mishap in Grozny, the 
Chechen capital—the 1994-96 war be- 
tween Russia and Chechnya, in which the 
Chechen plant was blown to pieces. Since 
then, Ingushetia (which, unlike its neigh- 
bour, is not struggling for independence 
from Russia) has received sweeteners from 
the central authorities in the form of tax 
breaks, credits and subsidies. 

Much of this seems to have flowed 
through the coffers of a single company— 
known simply as the “International Finan- 
cial-Industrial Union”. This has close ties to 
a senior Russian politician, Mikhail Gutse- 
riev, as well as to the local administration. 

A fruit of this largesse is the printing 
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plant—one of very few in the former Soviet 
Union that can produce, for example, a de- 
cent coloured label for a vodka bottle. An- 
other is a crop of grandiose infrastructure 
projects, including a new capital (consist- 
ing so far of only a vast presidential palace), 
Russia’s most modern railway station, and 
the capital's main hotel, the Assa. 

With Russia’s latest onslaught on 


Chechnya, the Assa is thriving, brimming, 
“Casablanca”-like, with journalists, spies, 
soldiers, charlatans and a few disconsolate 
refugees. The printing plant is another mat- 
ter, Its manager, Suleiman Kostoyev, apol- 
ogises for the fuzzy photographs on a gov- 
ernment brochure that bravely extols 
Ingushetia’s tourist attractions. “The ma- 
chine that does the colour separations has 
been broken for months,” he explains. 
“The only service engineers are in Ger- 
many. But their embassy tells them not to 
come because it is too dangerous.” 








The competitive disadvantage of Chechnya 





Business studies in Japan 


Back to school 


TOKYO 


INANCIAL engineering trails far behind 

the mechanical sort in Japan, but that is 
not for want of a good education. American 
business schools were once popular places 
to send promising young sararimen, and 
hundreds enrolled from big Japanese firms 
every year. Unfortunately, the idea was that 
they should devote more effort to keeping an 
eye on competitors than absorbing the 
West's peculiar way of doing things. And, as 
it turned out, the sararimen repaid their em- 
ployers by joining foreign banks and consul- 
tancies. Understandably, the craze for for- 
eign MBAS came toa promptend. 

Now business schools are becoming 
popular once again—this time inside Japan, 
and for better reasons. Restructuring at big 
firms is shaking loose workers who thought 
they had jobs for life. Those that cling on are 
told they must specialise, in finance, market- 
ing and so on. Small firms used to be looked 
down on. Suddenly, becoming an entrepre- 
neur is in vogue. Foreigners used to fight over 
candidates whom Japanese firms had 
turned away. Now they have their pick of 
graduates—and they like nothing better 
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than an MBA qualification. 

Japan had only a handful of business 
schools until recently, but this is creating 
new demand for business studies. Private 
universities such as Waseda and Nihon have 
started MBA courses. Others, such as Aoya- 
ma Gakuin, plan to launch courses next 
year. Foreign universities are also entering 
the market. Canada’s McGill, 
for example, will open a part- 
time MBA course in Tokyo next 
year. The education ministry, 
meanwhile, has been encour- 
aging graduate studies at Ja- 
pan’s public universities, with 
the promise of funding for a 
new type of professional grad- 
uate school. The first of these 
new graduate business schools will open as 
soon as next year, at the prestigious Hitot- 
subashi University. 

Hirotaka Takeuchi, the dean of Hitotsub- 
ashi’s new school, complains that the msa 
courses taught in Japan tend to be dry and 
academic. His curriculum will be skewed to- 
wards practical education. More than half of 
Mr Takeuchi’s staff have worked in private 
companies. The mga course, which will be 
taught in English, will include project work 
with foreign and Japanese companies. A 
separate evening course on financial engi- 
neering is being pitched at Japanese bankers, 





who could do with a bit more Wall Street 
nous. Hitotsubashi will start small, with 
about 40 graduates. But it has big ambitions, 
hoping to turn itself into a pan-Asian centre 
for business studies and to lure those Asians 
who now goto America to study. Because it is 
a public university, says Mr Takeuchi, fees 
will be a fraction of those in America. 

Even Keizo Obuchi, the 
prime minister, has given the 
business schools his blessing. 
Mr Obuchi has been taking a 
keen interest in the mysteries 
of the MBA curriculum, sug- 
gesting in August that the cre- 
ation of an MBA school at one 
of Japan’s two top public uni- 
versities (Tokyo and Kyoto) 
should become a manifesto pledge. 

In fact, Tokyo University (called Todai in 
Japan) has already been working on such a 
scheme. Unfortunately, there are factions in 
the senior common room that fear a grubby 
commercial course might cheapen their uni- 
versity’s academic reputation. The MBa’s 
supporters still plan to present the education 
ministry with a proposal for money from 
next year’s budget. Without a consensus on 
campus, however, the education ministry 
may not oblige. Some old habits not even Mr 
Obuchican change. 
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European airlines 


Avoiding peanuts 


As deregulation sweeps Europe, Ryanair, a low-cost Irish airline, is adding to 


the pressure on Europe’s big airlines 


WO numbers tell the story of Europe’s 

airlines. On November 8th British Air- 
ways (BA) announced first-half pre-tax pro- 
fits which, stripping out exceptional items, 
fell by 77%, to £89m ($143m). But while Goli- 
ath suffers, David is thriving. A day later Rya- 
nair, a low-cost carrier one-tenth BA’s size, 
saw its half-year pre-tax profits increase by 
17%, to 1£43m ($57m), continuing nine years 
of strong growth. 

Consider the Goliaths first. The arrival of 
budget airlines has been explosive. To cope 
with the deregulation that has spawned 
such fierce competitors as Ryanair and its 
arch-rival, EasyJet, BA has undertaken a full- 
scale makeover. And, rather than go it alone 
as a regional European carrier, Britain’s sec- 
ond-biggest airline, British Midland (Bm), 
this week signed up with the Star alliance of 
international carriers (letting Lufthansa buy 
half Scandinavian Airlines System’s 40% 
stake)—something that Ba’s chief executive, 
Bob Ayling, branded as unpatriotic. Star will 
now have a quarter of Heathrow’s slots—al- 
though it cannot use BM slots to run extra At- 
lantic services without a new bilateral agree- 
ment to ease restrictions on traffic between 
Britain and America. 

Buried in the figures that sa gave out this 
week is the revelation that cut-price econ- 
omy passengers amount to two-thirds of the 
total, up from about half two years ago. BA 
has been picking up low-fare passengers in 
continental Europe and transferring them to 
seats on transatlantic flights. Although this 
adds to profit on the long leg of the journey, 
that is not enough to offset lower revenues 
on the European short leg, in part because of 
a price war over the Atlantic caused by over- 
capacity. The tilt to cheap tickets depressed 
revenues per seat in the latest quarter by 4%. 
Chris Tarry, an analyst at Commerzbank, 
calculates that each 1% fall in yield costs BA 


Emerald aisle 


Group operating-profit margin, % 
six months ending June 1999 








£80m in pre-tax profits 
in a full year. When BA 
peered into this hole, it 
decided to stop digging. 

That is why the air- 
line is now changing its 
strategy. By trimming 
capacity, switching to 
smaller aircraft with 
fewer economy seats 
sold at marginal cost, 
and dropping 20 Euro- 
pean routes, BA is hop- 
ing to restore its profits 
from next spring by con- 
centrating on premium 
and full-fare passengers. 
Chris Avery of J.P. Mor- 
gan, an investment 
bank, forecasts that the 
new strategy will allow the airline to bounce 
back from a £200m loss in the year ending in 
March 2000, to a pre-tax profit of more than 
£200m in 2001. 


Cheery O’Leary 


David does well 


Michael O'Leary, managing director of Rya- 
nair, is delighted with Ba’s strategy, because 
he thinks that it opens the door to higher 
growth for him. “We're going after Ba traf- 
fic,” he says. “We are courting the back-pack- 
ers they are dropping off their flights.” 

Indeed, Ryanair’s profits have been 
growing by about 33%a year since 1995; it has 
become Europe’s largest low-fare carrier. 
This year it will carry 6m passengers, and it 
aims to double that number in four years. Its 
operating margin beats even America’s leg- 
endary Southwest Airlines (see chart), mak- 
ing it the world’s most profitable airline. 

Ryanair likes tocall itself Europe’s South- 
west Airlines, and Mr O'Leary explicitly set 
out to imitate the American carrier when he 
took the top job in 1991. Until then, Ryanair 
had been a struggling private airline, shut- 
tling tourists and expatriate Irish folk be- 
tween London and Dublin. Ryanair was 
cheapish, but still provided expensive frills 
such as a frequent-flyer programme and a 
business class. Mr O'Leary noted that liber- 
alisation of the internal European market, 
which started in 1993, would create the same 
growth that had allowed Southwest to flour- 
ish in America in the 1980s. 

From its humble beginnings, Ryanair 
has added about six routes a year, so that it 
now has 35 routes covering 11 countries. Pas- 
sengers starting from Ireland now account 
for only a fifth of the total, and the main hub 
has shifted from Dublin to Stansted, north of 





London. Mr O'Leary likes to fly to and from 
secondary airports around Europe. From 
London Stansted a Frankfurt-bound flight 
lands at Frankfurt Hahn, 70 km (43 miles) 
outside the city centre; Paris means Beauvais, 
70 km north in Normandy. This means both 
lower landing charges and fewer costly 
hold-ups because of air-traffic 
congestion. BA can claim to be 
the most punctual mainstream 
carrier, but Ryanair is the most 
punctual overall, thanks to 
landing in the middle of no- 
where. Buses or train services 
meet each flight; and fares are 
one-fifth the levels charged by 
most carriers. 

Mr O'Leary makes the sim- 
ple, obvious point that the se- 
cret behind low fares is low 
costs. Apart from using cheap 
airports, he has other tricks too. 
A basic service allows Ryanair 
to have only two flight atten- 
dants in its 130-seater aircraft, 
whereas big carriers have five. 
Ryanair does sell cheap sand- 
wiches but, unlike Southwest, 
no peanuts. “They mess up the cabin and 
slow things down,” says Mr O'Leary. Passen- 
gers are asked to take their crumpled news- 
papers and other rubbish with them, before 
acabin attendant tidies up. 

Ryanair owns only one kind of aircraft, 
the Boeing 737, which minimises service 
costs. And they work harder than those of 
most carriers. Big airlines in big airports are 
lucky to turn aircraft round inside an hour. 
Partly because Ryanair’s airports are empty, 
Mr O'Leary can get an airliner back into the 
sky only 20-25 minutes after it has landed. 
Ryanair thus gains three hours from six turn- 
arounds, letting each aircraft make two more 
flights a day than it otherwise would. 

Are there any threats to this formula? As 
Ryanair doubles its traffic and fleet over the 
next four years, it will be buying or leasing 
five new Boeing 737s a year. Until now its 
economics have been based on running 
cheap, second-hand Boeings. Mr O'Leary 
says that lower running costs should offset 
the higher cost of a new fleet. 

A more serious worry is airport charges, 
which are rising at nearly twice the rate of 
revenues and other operating expenses. Mr 
O'Leary is waging a battle with state-owned 
Dublin airport over charges. He is offering to 
finance the building of a new terminal (not 
exclusive to Ryanair) and to open six more 
routes to continental Europe, if the airport 
will slash charges by 75%. He argues that the 
resulting tourist boom would offset the low- 
er charges. If the government demurs, he 
says he will instead expand at Stansted. 
While Ba wraps itself in the flag that it once 
sought to remove from the tails of its aircraft, 
Ryanair looks as if it may be emigrating. 
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Ictober 1st, 1999: introduction 
of SKW’s new shares on the 
itock exchanges of Frankfurt/M 
and Munich as a new stock in 
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HIS should have been a good month for 

Sam Jonah. For years he has won praise as 
one of black Africa’s sharpest businessmen. 
Ashanti Goldfields, the Ghanaian mining 
concern he runs, had been one of the develop- 
ing world’s most prominent firms. That 
achievement was to have been recognised by 
Comex, one of the main commodities ex- 
changes, which, insiders say, had planned to 
name him its man of the year. With such rec- 
ognition, perhaps the epithet “black Africa’s” 
might no longer have qualified all that praise. 

Alas, the award never materialised. Mr Jo- 
nah’s reputation is now mud—even Comex 
denies it ever intended to honour him. In the 
past six weeks, it has become clear that his 
strategy of using financial derivatives to hedge 
the falling price of gold was flawed. When, at 
the end of September, the gold price unexpect- . 
edly shot up, his firm was caught out. As the value of its hedges 
tumbled, from about $250m in credit to a liability of more than 
$500m, counterparties started peremptorily demanding payment. 

You may wonder what the fuss is all about. Ashanti has 
enough gold in the ground to make Croesus blush. Yet the firm’s 
creditors want their money now—and Ashanti does not have 
enough cash to satisfy them. As the firm flounders, rivals have 
been circling. A takeover bid by Lonmin, a British firm that owns a 
minority stake in Ashanti, was thwarted only after intervention by 
Ghana's government, which holds a blocking golden share in the 
firm. Mr Jonah is now negotiating with his creditors to save his 
company from bankruptcy, and also trying to cajole investors into 
letting him keep his job. 

Some people are trying to explain this mess by arguing that Mr 
Jonah, a native Ghanaian who started his career working in a 
mine, simply did not understand the complex hedging instru- 
ments that were on Ashanti’s books. On this view, he was taken for 
a ride by Wall Street hucksters who palmed him off with “exotic” 
derivatives that were little better than “toxic waste”. This is non- 
sense. Far from being a victim, Ashanti was among the industry's 
slickest hedgers. Analysts recall that Mark 
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The great black hope 


Sam Jonah used his African roots and connections to make a success of Ashanti—only to find 
that they helped to cause his ruin 











Keatley, the firm’s chief financial officer, 
used to boast that it was he who had 
taught the investment bankers how to de- 
sign such instruments. What is more, al- 
most all the big producers hedge their 
gold nowadays. 

So why did Ashanti alone stumble so 
badly when the gold price surged? Mr Jo- 
nah offers one explanation: Africa. “This 


Jonah’‘s wail 
$ terms 
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cash sooner than most other producers. 

Yet such a squeeze is not unlike the crisis 
that faced Metallgesellschaft, a German firm 
hedging in the oil market in the early 1990s that 
could hardly blame its ruin on its address. In 
any case, other mining producers have cash 
hoards (Barrick, for example, has $600m) and 
could have met the demands from creditors. 
Ashanti, by contrast, had less than $100m on 
hand. Nor could it easily borrow: compared 
with its peers, the firm is already highly indebt- 
ed. That Mr Jonah had left the balance-sheet in 
such a state points toa bigger factor behind the 
current crisis than his address: his dream of 
forging a pan-African empire. 


Outof Africa 

Ashanti’s public listing in 1994 was accompa- 
nied by much market euphoria. The cold war 
had ended, and Africa’s economies were now open to capitalism. 
Ashanti became the first black African firm tolist on the New York 
Stock Exchange. And Mr Jonah, with his easy charm and bound- 
less optimism, became the darling of investors. 

The honeymoon did not last. One snag was the decline in the 
gold price (see chart), which hurt all firms. But investors were par- 
ticularly unhappy with Ashanti, because Mr Jonah did not keep 
his promises. He had, for example, sold them the story that he 
could boost the output from the century-old Obuasi mine in Gha- 
na, the firm’s main asset, by about a third, to 1m ounces a year. In 
an attempt to reach that magic number, he pushed production be- 
yond what made sense; the mine’s average cost per ounce rose to 
some $270 in 1997, up from about $190 before 1994. Mr Jonah has 
only recently reversed course. 

Next, Ashanti went on a spending spree that distracted atten- 
tion from this folly. Mr Jonah beams as he describes using black 
African connections to help buy mines all over the continent, par- 
ticularly the promising Geita mine in Tanzania. Diversification in 
itself is defensible. Yet rather than issue equity, as rivals typically 
do, Mr Jonah issued piles of debt to finance his acquisitions; he 

then channelled his firm’s cash to devel- 
op these mines. To help pay for expan- 
sion, he also began to rely on hedging, not 
as a means of protecting himself against 
falls in the gold price, but as a source of 
profit in itself—even now, Mr Jonah 
boasts that his firm earned more than 
$600m from hedging. 

So, what is the future for Ashanti? 
“We have tremendous goodwill in Africa, 





crisis has more to do with our address”, he 
says, “than with the fundamentals, or the 
strength of our management.” There is 
some truth to this. Because the firm is 
based in risky Ghana, where politicians 
meddle freely and, worse, have a share in 
the company, counterparties insist on 
terms they do not impose even on South 
African rivals. Thus Ashanti is stuck with 
low margin limits and must stump up 








and we can build on that...” starts Mr Jo- 
nah, before faltering. How will he per- 
suade creditors to give him more time? 
“We are ready to consider any option...” 
His voice drops to a whisper as he adds, 
“and that includes the sale of all of our 
assets but Obuasi and Geita.” If Ashanti is 
to remain an independent African firm, 
Mr Jonah could well have to abandon his 
pan-African dreams. 
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FINANCE AND ECONOMICS 


Le monde sans Michel 


WASHINGTON, DC 


The IMF needs a new focus as well as a new boss 


OVE him or hate him, Michel Camdessus 
has been a hard person to ignore. He has 
been managing director of the International 
Monetary Fund for almost 13 years. In that 
time, Mr Camdessus—who announced this 
week that, for personal reasons, he wanted 
to step down by mid-February—has had a 
huge influence on global economic policies. 
Whether it was guiding ex-communist econ- 
omies towards capitalism, or arranging huge 
bail-outs for Mexico in 1995 and Asia 
in 1997, the mF has held centre stage 
throughout the 1990s. 

There, it has been booed more of- 
ten than cheered. As an enforcer of of- 
ten unpleasant discipline, the mr has 
long been used tocriticism from with- 
in the countries it lends to. But during 
Mr Camdessus’s tenure that criticism 
has become broader, deeper and 
more vociferous. The mr is lam- 
basted from the left, particularly by 
many—increasingly influential— 
non-governmental organisations, as. a 
neo-liberal institution, determined to 
foist painful policies that benefit only 
financiers on to poor people. From the 
right, especially in America’s Con- 
gress, it is accused of fostering moral 
hazard in financial markets, and bail- 
ing Out incompetent governments. 
Even within the cloistered elites of in- 
ternational finance, the ımF and its 
role have been subject to remarkable 
questioning. Joseph Stiglitz, the World 
Bank’s chief economist, in particular, 
isa frequent critic. 

At one level, this opprobrium is 
hard to understand. For the broad 
thrust of ımF doctrine—that macro- 
economic stability and a liberal, mar- 
ket-based economy are prerequisites for sus- 
tained economic growth—is now the 
orthodoxy in virtually every country. That 
was not so when Mr Camdessus first joined 
the Fund in 1987. And, although the imr can 
hardly take all the credit for this shift, it 
doubtless played a role. How odd then, that 
it is now more reviled than ever. 

One reason is a failure of public rela- 
tions, as, in a rare moment of humility, Mr 
Camdessus acknowledged in his resignation 
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Eyes on the finishing line 


press conference. He said he had not been 
able to reverse “the world’s propensity to use 
[the mF] as a scapegoat”, or adequately ex- 
plain the Fund's positive contribution. And 
in a later interview, he acknowledged that 
the Fund had been “amateurish” about its 
public relations. Although the 1mF has be- 
come considerably more open in recent 
years (notably on its website, www.imf.org), 
there is still along way to go. But, as the World 











Bank has shown, such image transforma- 
tions can be made. Four years ago the World 
Bank had a similarly poor public reputation, 
which its current boss, James Wolfensohn, 
has managed to improve. 

The imr’s bad image is in part the result 
of a more subtle failure: to persuade govern- 
ments to take responsibility for their econ- 
omic policies. This is a weakness Mr Cam- 
dessus identified early in his tenure: “We 
neglected the dimension of ‘ownership’ 


which is indispensable for a policy to be sus- 
tainable.” So the ımr is seen as an austere in- 
stitution. Countries approach it only once 
crisis hits, forcing tough palliative policies. 
“We are obliged to do surgery when Six aspi- 
rins could have done the job.” 

“Ownership” is a great buzzword in de- 
velopment these days. But were the principle 
actually followed, rather than simply 
mouthed, it would make an enormous dif- 
ference to the way the imr and other devel- 
opment institutions work. For a start, there 
would—as Mr Camdessus himself sug- 
gests—be fewer IMF programmes. Assis- 
tance would be focused much more explicit- 
ly on countries with a government clearly, 
and publicly, committed to reform. 

Greater selectivity would be a fine move 
for the imr. Many of its current problems 
arise from its doing too much. Mr Camdes- 
sus’s Strategy was to ensure that the 
IMF was at the centre of all interna- 
tional economic policy questions. 
Circumstances certainly helped. Un- 
willing to cough up much to pay for 
post-communist reform, America 
needed the imF to assist the transition 
economies. Similarly, it was a logical 
means by which rich countries could 
deal with emerging-market crises. 


Mission creep 

Much of the Fund’s expanded role 
during the 1990s came at the behest of 
the G7 group of rich countries. But Mr 
Camdessus was a willing accomplice. 
When the American Treasury put to- 
gether its rescue of Mexico in early 
1995, Mr Camdessus offered to lend 
$17.8 billion, several times as much as 
Mexico would normally be allowed, 
without even asking his executive 
board. He pushed the mmr’s subse- 
quent focus on banking systems and 
financial-sector health. He ensured 
that the institution retained a central 
role in all recent discussions about in- 
ternational financial reform. And he 
has led the imr’s new drive on pover- 
ty alleviation, becoming an active 
proponent of debt relief. 

Many of these shifts make sense. None- 
theless, under Mr Camdessus, the Fund can 
fairly be accused of mission creep on a large 
scale. That has contributed greatly to the or- 
ganisation’s poor image. As a result, a clear 
task for Mr Camdessus'’s successor is to give 
the ımr a clearer focus. 

Two areas in particular demand atten- 
tion. The first covers the world’s poorest 
countries. Of the ımF’s 57 current lending 
programmes, 33 are in very poor countries— 
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those poor enough to qualify for highly sub- 
sidised loans. In these countries, many argue 
that the mmr has become, in effect, another 
aid agency, under the guise of providing me- 
dium-term balance of payments support. 
Today, in the context of poor-country debt 
relief, there isan unprecedented focus on the 
~ ymr’s role in the countries affected. 

The mr’s soft-loan arm had been re- 
named the “Poverty Reduction and Growth 
Facility”; the Fund (together with the World 
Bank) aims to place much greater emphasis 
on poverty reduction and (of course) owner- 
ship. But some outsiders think the IMF 
should get out of Africa and of poor coun- 
tries elsewhere altogether. Even those who 
support an IMF role believe it should take a 

_ back seat to the World Bank. 

The other area where the ımF needs a 
new clarity of purpose is in dealing with fu- 
ture emerging-markets crises. There is now a 
consensus that the large bail-outs to defend 
fixed exchange-rate pegs—such as those 
seen in Russia or Brazil—should not be re- 
peated. But there is little consensus on how 
much money the mmr should provide and, in 
particular, on the private sector's role in res- 
cues. “Private-sector involvement” is anoth- 
er ubiquitous catchphrase, but the imr—like 
the c7—seems unsure how to foster it. 

These are tough issues. Solving them will 
demand a new ime boss with vision and 
clout. Unfortunately, that may not be what 
the institution’s main shareholders want. 
The United States, in particular, has become 
used to treating the imF as a cheap form of 
foreign policy. As one insider put it, America 
will look for someone diplomatically and 
technically adept, but also “totally controlla- 
ble”. The Europeans will worry more about 
getting a national in place. 

Traditionally the top mF job has gone to 
a European, usually from France (except for 
five years in the 1970s, a Frenchman has held 
it since 1963). But there is no obvious French 
candidate. Jean-Claude Trichet, governor of 
France’s central bank, is the most plausible. 
But after the fuss France made to ensure he 
will succeed Wim Duisenberg at the Euro- 
pean Central Bank, that is hard to imagine. 
Other potential candidates include: Caio 
Koch-Weser, a deputy finance minister in 
Germany and former World Bank official; 
Horst Kohler, another German, and current 
boss of the European Bank for Reconstruc- 
tion and Development; Mervyn King, depu- 
ty governor of the Bank of England; Andrew 
Crockett, the British head of the Bank for In- 
ternational Settlements; and Mario Draghi, 
director-general of Italy's treasury. 

Most insiders favour contenders from 
European countries other than France—Mr 
Crockett especially—but few expect the 
French to cede the post without a fight. And 
regrettably, a rigorous, open and impartial 
assessment of the candidates is less likely 
than backroom political horse-trading. 


Trade 


In parenthesis 


gael (been are 77 paragraphs and they’re 
nearly all bracketed. That means al- 
most nothing is agreed.” At the World Trade 
Organisation (wro), officials’ frustration is 
mounting. Kicking off a round of trade-liber- 
alisation talks has never been easy. But prep- 
arations for anew millennium round, due to 
be launched at a wro summit in Seattle at 
the end of this month, are going particularly 
badly. The wTo’s 135 member countries can- 
not even agree on an agenda, The hopeis that 
continuing meetings at the wro in Geneva 
will produce a semblance of a deal for trade 
ministers to hammer out in Seattle. The fear 
is that Seattle will be a fiasco, the new round 
stillborn—and moves to freer trade seriously 
damaged. On November uth, Mike Moore, 
the wto’s boss, joked that prospects were 
“desperate but not serious”. 

As it stands, the draft agenda is a cata- 
logue of contradictory positions rather than 
a basis for negotiation. For a start, the Euro- 





pean Union and Japan will notcountenance 
demands from America, Australia and other 
leading farm-product exporters for far- 
reaching negotiations on agriculture. Partly 
to deflect this pressure on its highly protec- 
tionist Common Agricultural Policy, the £u 
is pushing for a broader negotiating agenda 
that covers such new issues as investment 
and competition policy. These are laudable 
aims. But America says the £u’s position 
amounts to talks about “anything but agri- 
culture”. It is insisting on a much narrower 
agenda, partly to speed up negotiations. 

Fair enough. But America’s idea of a nar- 
row agenda includes a wro working party 
on the links between trade and labour rights. 
That demand is echoed by the Eu, which 
wants a standing forum on the issue, involv- 
ing the International Labour Organisation as 
well as the wto. Linking trade and labour 
rights is bitterly opposed by developing 
countries, which rightly see it as a new pre- 
text for rich-country protectionism. 

It gets worse. Many developing coun- 
tries, including India and Pakistan, say they 
will not even discuss an agenda for further 
liberalisation unless they are granted some 






< leeway in implementing previous commit- 


ments in such areas as intellectual property 
and customs practices. But America, among 
others, says this is tantamount to reopening 
done deals. And soon. 

Optimists point out that agreeing on an 
agenda is always difficult. At the Punta del 
Este meeting in 1986, where the Uruguay 
round of the carr was launched, the agenda 
was littered with brackets. But David Woods, 
an old garr hand who now edits World 
Trade Agenda, a Geneva-based newsletter, 
thinks the prospects then looked better from 
the outset: there was already the outline of a 
balanced deal for politicians to clinch. He 
thinks the mood now feels more like 1982, 
when earlier efforts in Geneva to launch a 
new round came to nought because France 
blocked any serious discussion of agricul- 
ture. “The chemistry,” he says, “is all wrong.” 

For sure, there is an element of brink- 
manship in the current deadlock. More wor- 
rying, though, is the lack of enthusiasm in 
many quarters for any further liberalisation. 
Beside the Eu’s unwillingness to negotiate on 
agriculture, developing countries are still di- 
gesting the Uruguay round agreement, 
which they feel gave them a raw deal. But the 
biggest problem is now America, which is no 
longer leading the drive for freer trade. 

Trade negotiations operate on the mis- 
guided mercantilist premise that opening 
domestic markets is a concession to be ex- 
changed for access to foreign ones. In all pre- 
vious trade rounds, America had a long list of 
demands. It was able to extract concessions 
with a mixture of promises and threats. But 
now America has few carrots to offer. The 
Clinton administration appears unwilling 
and unable to make the politically painful 
concessions required to achieve its aims, 
which are in consequence modest. It is ham- 
strung by the need to appease protectionist 
trade unions in order to boost Vice-President 
Al Gore’s presidential hopes next year. And 
Congress is in no mood to grant it fast-track 
negotiating authority, without which Amer- 
ica lacks the power to strike trade deals and 
so cannot negotiate credibly. 

One of the few positive signals coming 
from the Americans recently was the un- 
scheduled visit this week by Charlene Bar- 
shefsky, America’s top trade negotiator, to 
Beijing for talks with China on its bid to join 
the wro (see page 29). In April the Clinton 
administration failed to agree to a deal with 
China for fear that Congress would reject it. 

Come the Seattle meeting, ministers will 
no doubt cobble together something that 
they can dignify with the name of “millenni- 
um round”. They are already committed to 
dealing with some of the unfinished busi- 
ness of the Uruguay round, mainly agricul- 
ture and services. And Bill Clinton may want 
to launch a “Clinton round” with a stirring 
speech. Yet meaningful negotiation is far 
harder than hollow rhetoric. 
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diversification strategy, ABX LOGISTICS is one of 
the top 5 logistics providers in Europe today. 
This systematic growth is a hallmark of ABX 
LOGISTICS’ strategy of tirelessly building a reliable 
and efficient partnership to serve our clients, 
brick by brick. The one-stop-shopping concept 
saves you time. and effort, and 
therefore money. ABX LOGISTICS 
can offer you the experience and 
professionalism of one of the most 

erful networks on the market 


ad transportation 


ABX 


ABX LOGISTICS | 


requirements in Europe. This extremely reliable 
network guarantees you the greatest possible- 
efficiency. For every cross-border shipment you 
can rely on an unrivalled know-how. The special- 
Full Loads division will always take care of any 
extremely heavy, fragile; or hazardous cargo. 
ABX LOGISTICS can also offer you a tailor-made 
service for small parcels or. the 
transport of palettes. No matter 
what you want to send, ABX 
LOGISTICS will work with you to 
find the best soluti ui 
safely and reliably. 



































Shares 


Making tracks 


IFE is hard these days for the executives of 
the “old-economy” company. As young 
technology businesses bask in attention, glo- 
ry and vigorous share prices, firms founded 
earlier than, say, 1994, seem decidedly long 
in the tooth. Maturity just does not seem to 
get its due. But some middle-aged compa- 
nies, looking to put juvenile vim into their 
share prices, believe they have found a way 
to tap the fabled fountain of youth, 

The staid and stodgy who want to turn 
themselves into the young and sexy are 
drawn to the current fad for a type of share 
known as a “tracking stock”, sometimes 
called a “designer” or “letter” stock. Tracking 
stocks’ prices are meant to reflect the for- 
tunes of a subsidiary of a company. Unlike 
run-of-the-mill shares, however, they do not 
lay claim to the assets of the subsidiary. 
Tracking stocks have captured the attention 
of companies such as arar and Disney, 
which have expressed interest in using them 
as a virtual way of spinning off their Internet 
and other operations. Even DuPont, a long- 
established chemicals company, will decide 
early next year whether to create a tracking 
issue for its pharmaceutical operations. 

The first tracking stock was created by 
General Motors in 1984 and was tied to the 
profits of a computer subsidiary. In 1991, usx 
Corporation replaced its own common 
stock with two tracking stocks: one for its us 
Steel division and one for its Marathon Oil 
unit. Much of the logic in these involved “un- 
locking value” trapped in profitable subsid- 
iaries, allowing them to be valued as if they 
were hived off as separate companies. This is 
the same logic that has driven many actual 
corporate spin-offs in the past decade, 
among them rrt’s division into three parts in 
1995, and Atat’s divestiture of Lucent Tech- 
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nologies the following year. In both those 
cases, the corporate offspring became genu- 
ine “pure plays”—independent listed com- 
panies owned by different shareholders. 

Tracking stocks are seductive because 
they seem to offer companies the benefits of 
such “demergers” without making them en- 
dure the pain of slicing their firms into 
pieces. So they have allowed managers to 
reap some juicy stockmarket gains without 
shedding any of their bulk. 

It is not just firms with subsidiaries ac- 
tive on the Internet that are adopting the 
strategy. Drug and biotechnology compa- 
nies are also getting in on the act. They may 
use tracking stocks defensively, to protect 
their original share prices from the impact of 
risky new ventures, rather than to chase the 
money that flows from the high market val- 
uations of dot.com ventures. But, from inves- 
tors’ point of view, the result is still the same: 
they do not fully participate in the potential 
growth of the units. 

One of the attractions of tracking stocks 
is that employee share options can be tai- 
lored to specific high-flying business units, 
such as Internet or telecoms ventures— 
though Ge’s Jack Welch, no less, has given 
warning of the clashing incentives this might 
create within a firm. Another attraction is 
that highly priced tracking stocks might one 
day be used as a richly valued currency with 
which to acquire other businesses. 

But sadly this elixir of youth is mostly as 
illusory as the rest. Its main drawback is that 
investors can never be quite sure what assets 
they actually own. Alex Zisson, of Ham- 
brecht & Quist, an American investment 
bank, says of tracking stocks, “Wall Street has 
a hard time valuing these shares, because itis 
so difficult to understand the accounting.” 
Dividing profits between business lines is 
easy. But it is far harder to divide the assets. 
And managing two share prices with one 
batch of assets gives rise to a host of conflicts 
for corporate managers—who find it hard 
enough to concentrate on increasing value 
for shareholders when they have only one 
type of share to cope with. 

Worse, investors in tracking stocks may 
forgo the chance to profit from takeovers of 
the units they have invested in. The parent 
company will still have to give its blessing to 
any merger involving its dependants. Profes- 
sor Bruce Greenwald of the Columbia Busi- 
ness School says “tracking stocks are a 
smokescreen.” He believes managers use 
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them to dabble in glamorous industries in 
which they are ill-prepared to prosper. 

The various excuses for keeping a com- 
pany together—and hence of issuing track- 
ing stocks, rather than selling a subsidiary— 
usually hinge on claims of “synergies” as 
well as on tax advantages. Divestiture may 
sometimes have tax consequences. But the 
continuing administrative costs of main- 
taining tracking stocks can be substantial. 
And. rarely does a promising subsidiary 
need its parent to provide it with capital and 
expertise. Capital markets, especially in 
America, can see to that. Most of the time, 
managers’ reluctance to spin off promising 
but unrelated subsidiaries is simply ex- 
plained: they are loth to give up control. 

For many managers it might be better to 
stop envying the high life and even higher 
share prices of their youthful competition, 
and just learn to let go. Investors too might 
temper their enthusiasm for tracking stocks, 
by giving some thought to how they might 
perform in a sharply falling market. In most 
fairy tales, after all, the fountain of youth 
turns out a bitter disappointment. 


Brazil’s government debt 


Market friendly 


SAO PAULO 


HE costof its national debt has long been 

one of Brazil’s economic bugbears. In the 
past year, the government made around 93 
billion reais ($49 billion at current rates) in 
interest payments. That is more than twice as 
much as public spending on health. Worse, a 
lot of the government's debt is short-term 
and at floating rates of interest, so it con- 
stantly has to refinance itself, making it vul- 
nerable to changes in market sentiment. 
Some opposition politicians say the situa- 
tion has become unsustainable and want 
the government to take unilateral steps to 
force a “renegotiation” with creditors. But 
the government has adopted a calmer ap- 
proach. So far, at least, the signs are that it 
may prove quite effective. 

In an interview this week, President Fer- 
nando Henrique Cardoso insisted that Bra- 
zil’s debt situation is “absolutely manage- 
able”. He pointed to new measures unveiled 
by Brazil’s central bank a few days earlier, 
aimed at letting the government borrow for 
longer periods and at lower rates. The finan- 
cial markets have given the proposed 
changes a warm welcome. Such is the im- 
proving sentiment towards Brazilian and 
other emerging-market debt in recent weeks 
that the central bank has launched a seven- 
year bond of €700m ($730m). 

As Mr Cardoso notes, the absolute level 
of Brazil’s public-sector debt—-about 50% of 
Gpp—is not that high compared with Italy or 
even America. And most is domestic debt, 
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Fraga’s glass is half full 


denominated in reais and held by Brazil- 
ians, and is therefore less vulnerable to 
shocks on the world markets. But until re- 
cently, the debt was growing at an alarming 
rate; it was only around 35% of Gop at the 
start of 1998 (see chart). 

Part of this growth was due to the gov- 
ernment’s admitting to previously hidden li- 
abilities (some of which came to light when 
state enterprises were privatised). However, 
much of the surge in debt was the combined 
result of the government's deficit and the 
high interest rates needed to defend an over- 
valued exchange rate. Since January’s deval- 
uation, things have changed: short-term in- 
terest rates, having peaked at 45% soon after 
the currency plunged, have fallen sharply to 
19% and are expected to continue on this 
downward trend. And, under the terms of its 
deal with the imr, Brazil is likely to run a 
“primary” budget surplus—ie, a surplus be- 
fore interest payments—of about 3% of GDP 
this year. 

If Brazil is to stop its debt from growing as 
a share of Gpr, it is vital to maintain this 
primary surplus, and to keep short-term in- 
terest rates below the stratosphere. But, as 
the central bank has recognised, there is also 
scope for cutting the debt-service burden by 
improving the management of debt issues, 
and by increasing the liquidity of govern- 
ment-bond markets. The bank says it aims to 
lengthen the average maturity of domest- 
ically traded debt from its current 11 months 
to as much as four years. It has, however, de- 
clined to set a target for how much it will 
save on interest payments. There had been 
speculation that the bank had in mind an 
annual figure of 10 billion reais. 

Among the main features of the central 
bank’s planned reforms are: to hold fewer, 
bigger auctions of debt, with dates an- 
nounced further in advance; to reduce dras- 
tically the types of bonds on the market 
(there are currently more than 200, many of 
them small, illiquid issues relating to former 
state firms); to allow banks to have “short” 
positions on the bond market (ie, to sell 
bonds they do not own), plus other rule- 
changes to promote liquidity; and to be more 
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open in publishing details of 
the debt. 

All welcome moves, says 
Marcelo Carvalho, chief Brazil- 
ian economist at J.P. Morgan, 
an investment bank. Concen- 
trating debt auctions on fewer, 
pre-announced dates risks 
them falling on days when the 
markets are ina bad mood. But 
other countries accept that 
risk, he says, because it is usual- 
ly outweighed by the lower 
cost of borrowing in a more liq- 
uid market. The reforms, says 
Leonardo Correa, J.P. Morgan’s 
chief treasurer in Sao Paulo, 
continue a marked improve- 
ment in the central bank’s performance 
since Arminio Fraga took over as its presi- 
dentin February. 

Mr Fraga, as a poacher turned game- 
keeper (he previously worked for George So- 
ros, a hedge-fund investor) has been careful 
to discuss his proposed changes with key 
market traders. He has moved briskly but 
has been careful to keep investors informed 
about the central bank’s operations. All this 
is obvious stuff. It is nonetheless a big im- 
provement on the past, when the bank was 
usually run by former academics with no 
market experience. 

Some economists have doubts about an- 
other proposed move by the central bank: 
the abolition of most of Brazil’s remaining 
foreign-exchange restrictions. But Mr Car- 
valho supports this, saying that it should 
make it easier for the government to obtain 
external finance: “if money is free to leave, it 
is more likely to come.” 

Ciro Gomes, a former finance minister 
who has started campaigning for the 2002 
presidential elections, has called for the op- 
posite: the reimposition of exchange con- 
trols, to stop bondholders from taking their 
money out of the country while the govern- 
ment “discusses” a rescheduling of their 
debt. Mr Cardoso says Mr Gomes has failed 
to come up with any figures to support his 
claims that such extreme measures are need- 
ed. Mr Carvalho, like many other econo- 
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mists, says that, on reasonable assumptions 
about growth and inflation, and with the 
central bank’s reforms, the government's 
debts should remain under control. Unless, 
that is, Mr Cardoso bows to the continuing 
political pressures to relax his tight grip on 
public spending. 





Commercial property 


Lease hurt 


HEN Marks and Spencer, that icon of 

British retailing, announced this 
month that its half-year pre-tax profits were 
down by 43%, it promised a long list of mea- 
sures to get itself back on course. Among 
them was an old favourite with retailers ev- 
erywhere. As big users of commercial prop- 
erty, they like to perk up their balance-sheets 
by selling buildings and immediately leasing 
them back again. But if an international 
group of accountants has its way, such fillips 
to the bottom line could soon be consigned 
to history. And this, says Rupert Clarke, 
chairman of Britain’s trade body for proper- 
ty investors, will throw the whole property 
industry into years of “turmoil”. 

What worries both finance directors and 
landlords is that accountants are on the 
verge of resolving an old controversy over 
the treatment of leases. In December, stan- 
dard-setters from Britain, America, Canada, 
Australia and New Zealand will publish a 
proposal that the value of all leases should 
be “capitalised”—ie, recorded on the bal- 
ance-sheet. It could be two years before the 
new rules take effect, but both lessors and 
lessees will need to rethink their property 
strategies sooner than that. 

Today, most countries allow companies 
that lease properties or other assets to ac- 
count for these either as “operating leases” or 
as “finance leases”. If, say, a supermarket 
rents ashop on an operating lease, it does not 
appear on its balance-sheet; the rental pay- 
ments are simply recorded as a cost in its 
profit-and-loss account. Under a finance 
lease, however, it must treat the property as 
though itowned it, so that an asset (the shop) 
and a liability (a notional debt to finance its 
purchase) appear on the balance-sheet. The 
income statement no longer shows rental 
costs, but depreciation on the asset and an 
assumed financing cost of the liability. 

Which explains why finance directors 
prefer operating leases: they make balance- 
sheets shrink. At present, many leases qual- 
ify. Although the details vary from country 
to country, a widely used rule-of-thumb 
says that a lease does not have to be capital- 
ised so long as the net present value of the 
lease liabilities (ie, future rents) amounts to 
less than 90% of the value of the asset. 

But the distinction between operating 
and finance leases is “flaky”, says Andrew 
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Lennard of Britain’s Accounting Standards 
Board. If a lease, in effect, gives a company 
the same control as ownership, the accounts 
should reflect that. So all leases should, in 
time, come on to the balance sheet. 

Strictly speaking, this will have no econ- 
omic (ie, cashflow) effect. But it will still 
cause trouble. For a start, investors, creditors 
and credit-rating agencies look closely at fi- 
nancial ratios such as the proportion of debt 
to equity, or “gearing”. And, according to 
boffins at the University of Stirling, if British 
companies were to capitalise their operating 
leases, their gearing would shoot up from an 
average of 20% to 72%. Even if analysts were 
soenlightened as to look beyond these num- 
bers, many companies would nonetheless 
be in breach of their loan covenants, and 
thus in technical default. 

Firms in Britain may be worst-hit, but 
those elsewhere would suffer too. Unlike the 
British, American companies already dis- 
close the capitalised value of their operating 
leases in the notes to their accounts, for all 
who care to dig that deeply. And whereas 


lease terms in Britain often stretch 
over decades, in North America they 
rarely last for more than five years. 
So most firms outside Britain will 
have less to capitalise. 

Even so, many companies will 
react in one of two ways. Either they 
will simply buy their properties, 
since this will now change little on 
the balance-sheet, and may cost less 
than the expense that leasing would 
imply. Or they will insist on shorter 
lease terms, which will help keep the 
capitalised value of the lease small- 
er. But shorter leases, other things 
being equal, mean higher rents—not 
exactly a stimulus that the red-hot 
property markets in America and 
Britain need. 

Many landlords may also decide 
that the best way to handle the extra risk that 
shorter leases entail is through a diversified 
portfolio—ie, by pooling their risks with oth- 
er landlords. In America, this was part of the 
logic for the rise, during this decade, of so- 
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called real-estate investment trusts (REITs). 
But in Europe, outside Belgium and the 
Netherlands, these are still relatively un- 
known. Maybe the time is now REIT. 

A E, | 





MUMBAI 


HEN it comes to managing India’s 

huge pool of household savings, the 
private sector has not had much of a look- 
in. For good reason: whenever a big savings 
institution totters, the government rushes 
to its rescue. So savers happily stash their 
money in a state bank that is technically 
bust, or in a mutual fund that makes disas- 
trous investments. This month, for exam- 
ple, Indian Bank, a state bank that has 
wiped out its net worth, is seeking help to 
pay investors in its mutual fund. It will 
probably get it. Yet recent events give hope 
that private-sector mutual funds might be 
starting to play more than just a marginal 
role. Maybe Indian savers are at last putting 
their money in better hands. 

Indians are keen savers. According to 
the Reserve Bank of India, the central bank, 
Indian households save more than 18% of 
Gop each year, and the rate is rising, Since 
financial reforms began early this decade, 
Indians have been investing more in finan- 
cial assets rather than 


managed by the government-controlled 
Unit Trust of India (ut). As part of the res- 
cue, dividends earned from mutual funds 
were exempted from tax. This allowed us 
64 to lower its payout without prompting a 
run. But it also made bank deposits, inter- 
eston which is taxed, less attractive, 

The tax break has thus had an unex- 
pected consequence. Mutual funds are en- 
joying a windfall and, because of um’s sul- 
lied image, it is private-sector funds that 
are benefiting most. Some have seen the 
funds they manage grow fivefold this year. 
According to the Securities and Exchange 
Board of India, the industry regulator, in 
the six months to the end of September, 
more than twice as much money went into 
privately managed funds as into public 
ones. So the private sector, dominated by 
foreign firms, is making a dent in the huge 
market share of the public funds (see 
chart). Bank deposits, still the most popu- 
lar way of saving, are also growing rather 
more slowly this year. 





physical ones such as gold 
and property. But their 
choices remain limited: 
capital controls bar in- 
vestment abroad, and 
high interest rates dis- 
courage share purchases. 

Those choices may be 
changing, however. In 
| March, the government 
bailed out us 64, the big- 
gest of the mutual funds 











Some Indian savers 
are thus starting to trade 
safety for higher returns. 
Bond funds, particularly 
those that invest in gov- 
ernment debt, are espe- 
cially popular. Investors 
find them as safe and as 
liquid as bank deposits, 
but they pay a higher re- 
turn, partly because mu- 
tual funds are not bur- 
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dened by the high overheads that ban 
bear. Savvier investors move their money 
into and out of funds, to take advantage of 
the tax-free dividends. 

The range of private mutual funds is 
growing. Some foreign banks, such as ANZ 
Grindlays and asn Amro, have them- 
selves entered the asset-management busi- 
ness. Others have tied up with Indian insti- 
tutions, such as ipsi, a development bank, 
and HDFC, a mortgage bank. Several for- 
eign insurance companies—such as Sun 
Life, Zurich, Prudential, Principal and Stan- 
dard Life—are keen to manage Indian as- 
sets. A much-delayed bill to liberalise in- 
surance will come up for debate in | 
parliament in December. i 

The big challenge for all these institu- 
tions is to unlock the vast amount of sav- 
ings lying in poorly managed savings insti- | 
tutions controlled by the government. 
Nearly half of household saving is stillin 
bank deposits, which total 7.7 trillion ru- 
pees ($177 billion), nearly ten times the as- 
sets managed by mutual funds. Another 
large chunk (3,7 trillion rupees) is in postal 
savings and pension funds, on which the 
government guarantees a high fixed return. 
But the burden of providing that subsidy is 
now proving too heavy. 

It would be best if the government sim- 
ply got out of the business altogether, 
which would enable interest rates to fall. At 
present, as Bimal Jalan, the central-bank 
governor, recently pointed out, large pub- 
lic borrowing and the high returns that are 
offered savers keep interest rates high. | 
Once the government starts cutting re- 
turns, private fund managers should really 
be in business. 
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Antitrust on trial 


Even though none of the “facts” established by the judge was new, the 
Microsoft findings still surprised most observers. Why? 


Fe’ many economists, two great issues 
have been at stake in the Microsoft 
trial—the biggest case of its kind since the 
break-up of arar. The first is the broad 
question of principle that economists have 
been struggling with for decades: what role 
should antitrust law play in an advanced 
market economy? The second is more nar- 
rowly addressed to the leading industries 
of the “new paradigm”: can the software, 
telecoms, and other fast-changing high- 
tech enterprises of the 1990s be dealt with, 
when it comes to antitrust, in the same way 
as traditional industries? 

On the first question, most economic 
liberals argue that markets are better than 
governments at curbing monopoly 
power. Interventionists, on the oth- 
er hand, are usually keen on vigor- 
ous efforts to spur competition and 
curb excessive market power: well- 
functioning markets need watchful 
governments, they reckon. 

The second, new-technologies, 
question is conceptually detachable 
from the first. In principle, that is, 
you could be keen on antitrust for 
traditional industries but leery of it, 
for one reason or another, for new 
ones—or vice versa. As you might 
expect, however, the new paradigm 
has served only to polarise the de- 
bate still further, convincing both 
sides that events have proved them 
even wiser than they had supposed. 

Thus, liberals mostly argue that, 
in markets where technology is 
changing very fast, antitrust is even 
less necessary and/or even more 
harmful than before. Their favourite exam- 
ple, of course, is Microsoft—a wonderfully 
innovative company that has worked 
greatly to the advantage of consumers and 
which, despite the constant threat of anni- 
hilation by new technology, is being perse- 
cuted by the government at the behest of 
less successful rivals. 

Interventionists say the opposite: the 
new industries, thanks to “positive feed- 
back loops” and other peculiarities of 
high-tech markets, are actually more prone 
than the old ones to monopolistic abuse; 
the antitrust regime needs to recognise this 
danger and be all the more vigilant. Their 
favourite example, obviously, is also Mi- 
crosoft—a predatory giant, ruthlessly ex- 
ploiting the technological changes that 
have served to entrench its monopolistic 
power. 





Judge Thomas Penfield Jackson’s find- 
ing of fact could hardly have been more 
hostile to Microsoft: on every point, his 
“facts” are exactly as its opponent, the De- 
partment of Justice, claimed. Is this a tri- 
umph, as you might suppose, for the view 
that in the high-tech economy, monopo- 
lies are bound to thrive and the law of anti- 
trust must be granted a new lease on life? 
Not really. 

Interestingly, indeed, the court’s think- 
ing on the new economy is not so different 
from that of liberals and antitrust sceptics: 





it accepts that modern technology fuels in- 
tense rivalry and rapid economic change. 
Yet the court does not draw from this what 
might seem the natural liberal conclu- 
sion—that the law need not intervene. This 
swerve in reasoning may explain why a lot 
of the post-findings commentary has 
seemed so puzzled. 


Loopy 

Admittedly, the findings do talk about 
“positive feedback loops”—a standard 
preoccupation of antitrust activists. At the 
very core of the court’s analysis is the “ap- 
plications barrier to entry” in the operat- 
ing-systems market. This barrier arises 
partly because of positive feedback. The 
more applications there are that run on 
Windows, the more valuable Windows is 
to users. The growth in demand for Win- 


dows is therefore self-reinforcing—that is, 
subject to positive feedback. 

Antitrust sceptics following the case 
have been at pains to argue that these net- 
work effects do not, in practice, make the 
product in question immune to competi- 
tion. Standards, whether it be the QWERTY 
keyboard or the vns video format, do not 
endure on the strength of positive feed- 
back alone: the standards that last (includ- 
ing those two much-cited examples) turn 
out, on investigation, to have been at least 
as good as the supposed alternatives. The 
same applies to Windows: in due course, if 
a better technology comes along (as, please 
God, it will), today’s standard will be re- 
placed. No lock-in, no need for a big law- 
suit. Contrast this with the view taken by 
most antitrust activists: network effects en- 
trench standards, thereby conferring dura- 
ble monopoly power. 

On this key issue, then, where does the 
court stand? In a surprising place. For it 
sides with the antitrust sceptics. 
Positive feedback notwithstand- | 
ing, standards are vulnerable, the 
findings declare. That, indeed, is 
the point. Windows was coming | 
under attack: innovation was 
afoot that posed a threat, albeit 
not an immediate one. That, says | 
the court, is precisely why Micro- | 
soft adopted such heavy-handed 
methods (described at length in 
the findings) to stifle this danger. If 
network effects offered long-term | 
protection, there would have been 
no need for Microsoft to intimi- | 
date computer makers into help- 
ing it smash Netscape, no need to 
dump Explorer on the market as 
part of the Windows bundle. | 

There is another twist. If net- 
work effects did in fact assure mo- 
nopoly power, the Microsoft mo- | 
nopoly in the operating-systems 
market would not have been illegal. Under 
the Sherman act, monopoly is lawful. Itis | 
actions to defend or extend monopoly that 
break the law. On the view that bad stan- 
dards are strongly self-reinforcing, no such 
monopoly-defending actions would have 
been needed. On this view there might 
have been a case for changing the Sherman 
act, so that a bad standard could be dis- 
lodged, but there would have been no case 
under the present law against Microsoft. 

New paradigm or old, the law has no 
quarrel with “natural monopolies”. It is 
precisely because network effects were not 
enough to entrench Microsofts monopo- 
ly—deliberate steps to stifle competition 
were required too—that the company may 
face draconian penalties. This court, cham- 
pion of antitrust activism, has turned the 
sceptics’ best argument against them. 
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Stocks in trade 


Stock and bond markets are the trading places for capital. Our 
fourth schools brief on finance explains how the markets guide 
capital around the world economy, and how they continue to 
evolve to meet the needs of savers, companies and governments 


OT so long ago, stockmarkets 
were derided by critics from 
communist countries as emblems 
of capitalism’s greed and instabil- 
ity. Now, ten years after the Berlin 
Wall camedown, itis hard to finda 
country without its own bourse. In 
Poland, the Warsaw Stock Ex- 
change even occupies the former 
headquarters of the Communist 
Party. Despite China’s commit- 
ment to state control of its econ- 
omy, it has two stock exchanges, 
even without counting a third that 
it inherited from Hong Kong. The 
number of developing countries 
with stockmarkets has doubled 
during the 1990s (see chart 1). Why 
is everyone betting on the markets? 
Part of the answer is that capi- 





tal markets have proved remark- 
ably efficient at bringing savers 
and borrowers together. Capital is 
just another word for stored 
wealth and resources, which can 
take many forms. And markets, as 
basic economics shows, are the 
least bad way to set prices and to 
allocate scarce resources. 

The key difference between 
capital markets and financial in- 
termediaries, such as banks or life 
insurers, is that capital markets cut 
out middlemen. Where banks and 
institutions stand between savers 
and investors, directing the flow of 
resources, capital markets bring 
the two parties face to face. 

The two main types of capital 
markets are equity markets, for 
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trading company shares (or equi- 
ties), and bond markets, for trad- 
ing the debt of companies and gov- 
ernments. Both perform two 
crucial functions in the economy. 
They move resources across space 
and time, from where they are in 
surplus to where they are needed 
most. And they produce valuable 
information, through the prices 
they set, that firms, households, 
and governments use to manage 
resources better. 

Although the forms of capital 
markets have changed significant- 
ly over the years, these broad func- 
tions have remained the same. 
Thatis not enough to silence critics, 
however. Many argue that share 
and bond prices gyrate wildly, 
with no underlying justification, 
and that financial markets exert 
too much control over the world’s 
resources. They point to America’s 
great crash of 1929 and Japan’s long 
stockmarket slump in the 1990s as 
evidence that volatile capital mar- 
kets can wreak havoc on the real 
economy. Yet such events are usu- 
ally symptoms of broader ills, not 
causes. The apparent chaos of the 
trading floor should, over the long 
term, lead to greater efficiency in 
the real economy—and will cer- 
tainly work better than any cen- 
trally planned alternative. 


Exchange and mart 

Today’s financial markets have 
come a long way from their hum- 
ble origins. Securities that looked 
much like modern shares were is- 
sued as early as the late Middle Ag- 
es in Italian city states. Govern- 
ment bonds with publicly quoted 
prices date at least as far back as 
long-term Venetian loans called 
prestiti, in the 13th century. The 
New York Stock Exchange started 
under a buttonwood tree in 1792 
with just two equities and three 
government bonds. By 1998, the 
Nyse’s average daily turnover—the 
value of traded shares—had 
reached $29 billion. In many rich 
countries, stockmarket capitalisa- 
tion, the market value of all listed 
companies, now rivals or exceeds 


the size of the domestic economy 
(see chart 2). 

Bond markets, too, play an es- 
sential role in raising finance for 
companies and governments. In 
1997, the market for dollar-denom- 
inated bonds was worth $11 tril- 
lion, measured by publicly traded 
debt outstanding, almost twice as 
much as in 1989. Most of this (and 
also most equities) was traded by 
large institutions. 

Modern capital markets can 
be real or virtual. Traditional fi- 
nancial exchanges had a trading 
floor on which members would 
gather to buy and sell securities. 
Floor traders have become icons of 
modern finance. Yet today the 
NYSE is one of the few examples 
left of an exchange with a floor. In- 
creasingly, exchanges’ only ad- 
dress is in cyberspace, with traders 
linked by a computer network. 
The most successful example of 
such screen-based exchanges is 
America’s Nasdaq. The Tokyo 
Stock Exchange recently replaced 
its trading floor with a computer. 

In the past, stock exchanges 
were almost always owned mutu- 
ally by their members, but now 
several of the largest plan to issue 
shares to the public, following the 
example of Australia’s stock ex- 
change, which is now quoted on 
its own market. And there are dif- 
ferent trading mechanisms. Dealer 
exchanges, such as Nasdaq, rely on 
market-makers to match buy and 
sell orders, while auction markets 
such as the Frankfurt exchange 
match such trades electronically. 
The nysé isa hybrid of the two. The 
trading method chosen can affect 
liquidity, a measure of how fast se- 
curities can be sold and how much 
such sales affect prices. 

Most capital-market trading 
takes place between one investor 
and another. This is known as the 
secondary market, since it does 
not directly involve the company 
or government that issued the se- 
curity. New shares and bonds, 
however, are born in whatiscalled 
the primary market, where the 
money raised flows directly into 








the coffers of the issuers. The prim- 
ary market includes initial public 
offerings (iros) of shares in the 
stockmarket as well as new debtis- 
sues in the bond market. 


Capital styles 

These shares and bonds are in es- 
sence only the receipts that savers 
get for lending money to, or invest- 
ing in, a firm or a government. A 
bond, for example, is a loan that 
can be traded between investors. A 
government might issue a bond 
because it spends more than it re- 
ceives in tax revenues, and needs 
to borrow the difference. Bonds are 
often called fixed-income securi- 
ties because they give the investor 
a regular stream of interest pay- 
ments, called coupons. 

A bond is an agreement to re- 
pay an amountof principal ata fu- 
ture date, along with a schedule of 
interest payments over a period of 
time, usually several years. 
American Treasury bonds are a 
well-known example. An investor 
today who buys a newly issued 
$10,000 face-value, 30-year Trea- 
sury bond with a 6% coupon will 
receive 6% interest per year (or 
$600) until 2029, when he will also 
get back his $10,000 principal. 

Bonds come in countless fla- 
vours. Government debt includes 
municipal bonds, central or feder- 
al government bonds, and the 
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bonds of related agencies. Cor- 
porate issues include the relatively 
safe debt of a large company such 
as AT&T, as well as high-yielding 
“junk” bonds of riskier firms. 
Bonds are denominated in many 
currencies, but most often these 
days in dollars and euros (see chart 
3).Restrictive regulations in Ameri- 
ca in the 1960s spurred Europeans 
to issue dollar-denominated debt. 
These Eurobonds were an innova- 
tion that helped ensure London’s 
continued prominence as a finan- 
cial centre. The Eurobond market 
grew from $64 billion in 1980 to 
over $1 trillion in 1997. 

The market price of a bond 
will vary over time in response to 
several factors: expected inflation, 
interest rates on competing invest- 
ments and the creditworthiness of 
the borrower. The less worried in- 
vestors are that inflation will erode 
the value of both interest and prin- 
cipal, the more they will pay for a 
bond. Bond prices are thus a good 
reflection of investors’ expecta- 
tions of future inflation. When in- 
terest rates offered on new invest- 
ments rise, the fixed payments of 
older bonds become less attrac- 
tive; so investors will bid the prices 
of these bonds down. 

One way of summarising a 
bond’s value is its yield. This is a 
measure of the return a bondhold- 
er receives on his investment, stat- 
ed as a percentage of the bond’s 
market price. As a bond’s price 
falls, investors can purchase its 
stream of interest payments for 
less. Likewise, when that bond’s 
price rises, investors pay more 
dearly for its cashflow. This gives 
rise to one apparent paradox 
about bonds: the cheaper they are, 
the more they “yield”. 


Fair shares 


In contrast to bonds, shares are lit- 
tle slices of ownership in private 
firms. As owners, shareholders 
elect a board of directors and vote 
on company business. They are 
also entitled to the firm’s profits— 
the income that remains after pay- 
ments for wages, materials, and 
any interest on the company’s 
debt. This is one way to see that 
shares generally carry more risk 
than bonds: bondholders have a 
higher legal claim, or seniority, on 
the cashflows of a business than 
do shareholders. If a firm’s busi- 
ness declines, bondholders will be 
paid first, and shareholders last, if 
atall. Butif business booms, share- 
holders will do better. 

For share valuation, one com- 
monly cited measure is the price to 
earnings, or p/e ratio. The p/e ratio 
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is the market price of shares divid- 
ed by the firm’s profits. P/e ratios 
are to shares what yields are to 
bonds; in fact, the inverse of the 
p/e ratio measures a firm’s profits 
as a percentage of the market price 
of its shares, or earnings yield. 

From the savers’ perspective, 
bonds appear safer than shares. 
From the issuers’ perspective, 
things look rather different. For a 
company issuing securities to fund 
its growth, shares are the least risky 
choice. Shareholders, unlike bond- 
holders, receive no legal promise to 
be repaid in cash at a certain time. 
Shareholders can exchange their 
shares in the stockmarket at the 
market price, but the firm prom- 
ises them no particular return. 

For firms, as for people, taking 
on debt can be risky. If they are un- 
able to meet interest payments, 
bankruptcy may ensue. So, in gen- 
eral, the more financially sound a 
company is, the more investors 
will be willing to pay for its debt. 
But it is costly and time-consum- 
ing for individuals to gather such 
credit information. Ratings agen- 
cies, such as Moody's and Stan- 
dard & Poor’s, reduce this cost by 
assessing companies’ financial 
condition and publishing their 
conclusions. Debtor companies 
also face bond covenants restrict- 
ing their activities to ensure that 
they can continue to service their 
debts. 

For years, businessmen be- 
lieved that having the right mix of 
debt and equity could make their 
company more valuable. But in 
1958 Franco Modigliani and Mer- 
ton Miller, two American econo- 
mists, showed that the value of a 
firm should be unaffected by 
whether it is financed using all 
debt, all equity, or a mix of the two. 
What really matters is the value of 
the underlying business, not the 
details of its financing. But this the- 
ory, for which they were later 


















































awarded the Nobel prize in eco- 
nomics, relies on the crucial as- 
sumption that capital markets op- 
erate “perfectly”: ie, it ignores such 
real-world snags as tax, and differ- 
ing costs of borrowing for firms 
and individuals. 


Tears for open outcry? 


However, capital markets in the 
real world are far from perfect. 
Cultural preferences of investors 
and firms, as well as regulatory 
constraints, play a huge role in the 
allocation of capital. English- 
speaking countries, for example, 
are keen on shares. This is especial- 
ly true in America, with the rapid 
growth of mutual funds. Shares are 
increasingly used to compensate 
workers through share “options” 
and employee share-ownership 
schemes. American Internet entre- 
preneurs start new firms with vi- 
sions of stockmarket riches danc- 
ing in their heads. 

Meanwhile, in most of conti- 
nental Europe the average worker 
has little direct exposure to the 
capital markets. The aversion to 
publicly traded shares in conti- 
nental Europe also helps to protect 
companies from hostile takeovers. 
This “market for corporate con- 
trol” can help an economy by 
keeping managers disciplined and 
companies efficient. But it can also 
upset the stability that is prized in 
many European economies. In 
Germany, for example, hostile 
takeovers remain rare. 

In Asia, capital markets have 
generally had less influence than 
bank finance and internal financ- 
ing. Poor countries in Asia and 
elsewhere have made the creation 
of modern stockmarkets a goal of 
economic development. These 
emerging markets have more than 
tripled in capitalisation since 1990 
(see chart 4). But poor countries 
might be better off if their compa- 
nies listed on rich countries’ stock 
exchanges instead of their own. 
This would save them the costs of 
developing new regulatory struc- 
tures and accounting rules. More- 
over, it would give them access toa 
deeper pool of investment capital 
than they can find at home. 

Even so, the trend is towards 
more international stock ex- 
changes. Recently Nasdaq an- 
nounced the launch of a new ex- 
change in Europe to compete with 
several other screen-based ex- 
changes. And financial markets 
are not just venturing abroad; they 
are making as big a splash in cyber- 
space. The Internet is a near perfect 
tool for capital markets. It allows 
savers and borrowers to come to- 











gether cheaply online, without 
having to go to a physical market. 
The Internet also allows financial 
information, such as prices and 
yields, to be spread, in real time, to 
anyone with a computer screen. 

New technology poses at least 
three challenges for capital mar- 
kets. First, traditional “open out- 
cry” exchanges are under siege 
from electronic-communications 
networks (ecNs). These electronic 
networks allow shares to be traded 
more cheaply than traditional ex- 
changes, even established elec- 
tronic ones such as Nasdaq. 

Second, online brokers and in- 
vestment banks are creating new 
ways of distributing and under- 
writing shares. Firms like Charles 
Schwab have already made it pos- 
sible to buy and sell shares and 
bonds without ever speaking to a 
broker. Online investment banks 
like wir Capital are distributing 
shares in iros to individual inves- 
tors via the Internet. As well as am- 
ateur investors who occasionally 
punt on shares, day traders try to 
eam money by exploiting tiny 
moves in share prices. This can 
cause already volatile share prices 
to jump around even more. 

Third, established markets are 














consolidating and demutualising 
in response to increased competi- 
tion. The nyse plans to issue shares 
in itself by the end of next year. It 
needs the capital to fend off threats 
from exchanges like Nasdaq as 
well as the upstart EcNs. Other ex- 
changes may follow suit. 

Spare a thought for the tradi- 
tional market traders, however. In 
most parts of the world, they are 
now looking for other work. They 
have already lost their battle with 
technology: it has made capital 
markets so successful at connect- 
ing borrowers, lenders, buyers and 
sellers, that it has transformed the 
exchanges themselves into just 
more listed companies. 
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SCIENCE AND TECHNOLOGY 


This year, next year, 
sometime, never? 


A meteor storm known as the Leonids may inflame skies over Africa, Europe 
and the Middle East during the small hours of November 18th. Previous bets 
on shooting stars have often proved wrong, but researchers are now seeking to 


improve their predictions 


66 T MAGINE a constant succession 

of fireballs, resembling rockets, 
radiating in all directions from a 
point in the heavens.” These words, 
written by Denison Olmsted, a wit- 
ness to the great Leonid meteor storm 
of November 1833, have kept subse- 
quent generations of meteor watch- 
ers awake for many long and freezing 
mid-November nights. Frequently 
for nothing. Leonid meteor storms, 
supposed to occur regularly every 33 
years, have actually proved annoy- 
ingly unpredictable. 

Meteors, popularly known as 
“shooting stars”, are produced by the 
passage through the earth’s atmo- 
sphere of small particles of dust re- 
leased from comets. As a comet ap- 
proaches the sun, its ice evaporates 
and the dust thus liberated pours off 
it like a cosmic condensation trail. 
Each orbital passage of the comet 
creates a new trail, although the par- 
ticles in those trails continue to fol- 
low the comet as it journeys away 
from and then back towards the sun. 
When the earth runs into such a trail, 
a meteor shower—or, if observers are 
lucky, a meteor storm—is the result. 

In most years the Leonids (so 
called because they appear to origi- 
nate in the constellation of Leo) are 
nothing to write home about. But if Tempel- 
Tuttle, the comet in whose wake they travel, 
has recently passed close to the sun, there is a 
lot of dust about. 

The consequences can be spectacular. In 
1966, for example, up to 40 meteors were re- 
corded per second. The storm that Olmsted 
witnessed was of similar proportions, It is 
thought to have peaked at 150,000 an hour 


| Correction. in last week’s article on fossil fish 
| we erroneously ascribed part of the research to 
| Simon Baron-Cohen, who is actually a psy- 
| chologist who studies autism. It should have 
| said Simon Conway Morris. He really is a pa- 
| laeontologist. Apologies to both of them. 


THE ECONOMIST NOVEMBER 13TH 1999 





A ae a 


and is credited with starting the serious sci- 
entific study of meteors, as well as with con- 
tributing to a series of religious revivals that 
gripped America in the 1830s. 

Tempel-Tuttle, named after Wilhelm 
Tempel and Horace Tuttle, who discovered 
the comet independently of each other in 
1865-66, is about 4km (2!2 miles) in diameter 
and orbits the sun with a period of 33.2 years. 
But that does not guarantee a storm three 
times a century. The comet's approaches of 
1899 and 1932 were both wash-outs from the 
meteoric point of view. 

The comet made its most recent ap- 
proach to the sun in February 1998, so there 
were hopes of a serious firework display in 





November of that year. But although rates 
were higher than normal, there was no 
storm. On the night of November 17th-18th, 
however, the earth will hit the comet’s dusty 
cortége again. The question is, will observers 
get an eyeful, or just a stiff neck? 


Place your bets 


Peter Brown and James Jones, of the Univer- 
sity of Western Ontario, hope that they 
know the answer. They have simulated the 
evolution of the Leonids on a computer by 
following the fates of 3m virtual'dust 
particles putatively ejected from the 
comet’s nucleus during its five previ- 
ous approaches to the sun. 

Their simulation was designed to 
account for the meagre showings 
after the comet’s approaches in 1899 
and 1932, and also the memorable 
display in 1966. It suggests that the 
Leonids will peak on November 17th, 
at npm Greenwich Mean Time 
(GMT). It does not, however, suggest 
that the peak will be spectacular. 

Zidian Wu and Iwan Williams, at 
the University of London, have con- 
fined themselves to studying the 
ejections from the 1899, 1932 and 1965 
passages. Like Dr Brown and Dr 
Jones, they made sure their model 
accounted for the disappointing 
shows after 1899 and 1932 and the 
spectacular display of 1966. They 
conclude that 1999 will be a flop, too. 

The trouble is that both of these 
models failed to account for what 
happened in 1998, when the peak oc- 
curred 16 hours before the time pre- 
dicted, by their simulations for that 
year. Other researchers, therefore, 
think they know better, David Asher 
and Mark Bailey, of Armagh Obser- 
vatory in Northern Ireland, and Va- 
cheslav Emel’yanenko, of South Ural 
University in Russia, explained the 
bright meteors in 1998 by suggesting that the 
earth had passed through a dense trail of 
particles shed by Tempel-Tuttle during one 
of its passages in the 14th century. 

Their starting point for this calculation is 
the 1998 shower. Its premature appearance 
implied that the swarm causing it occupied 
an orbit somewhat out of the mainstream. 

Once ejected from a comet's nucleus, po- 
tential meteors are sensitive to two forces: 
gravity and the pressure of sunlight. The 
sun’s gravity keeps them in orbit. Sunlight 
pushes them around. Normally, the gravita- 
tional attraction of Jupiter (which is signifi- 
cant for a particle that is a long way from the 
sun) causes them to be scattered around the 
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comet’s orbital path. But sometimes, it can, 
according to the calculations of Dr Asher 
and his colleagues, have the perverse effect 
of holding a trail together for longer than was 
previously thought possible. 

Applying this discovery to the particles 
ejected on the past 42 occasions that Tempel- 
Tuttle approached the sun, the three re- 
searchers have identified September 1333 as 
the time when most of the meteors observed 
“too early” last year must have been re- 
leased. They were pulled by Jupiter's gravity 
into a short arc of large particles, separate 
from the main stream of dust that travels 
with the comet. 

This year, Dr Asher and another of his 
collaborators, Rob McNaught of the Austra- 
lian National University in Canberra, are 
betting that Africa, Europe and the Middle 
East might see up to 20 meteors a minute at 
around two o'clock in the morning (Gar) of 
the 18th. These would be due to particles of 
dust ejected from the comet in the years 1866 
and 1899. The real storms, according to their 
model, will come in 2001 and 2002, when 
hourly rates might rise above 10,000. 

But these conclusions are not universally 
supported. For example, Rainer Arlt of the 
International Meteor Organisation notes 
that the 1998 pattern is similar to that ob- 
served’ in 1965, the year that preceded the 
great Leonid storm of 1966. Joe Rao, a Leonid 
expert who lectures at the Hayden Planetar- 
ium in New York, also bets on 1999 being a 
bumper year. He bases his argument on his- 
torical precedents and the geometrical rela- 
tionship between the earth and the comet. 

During the seven most recent Leonid 
storms, the average orbit-to-orbit approach 
distance was around 1m kilometres. The av- 
erage time between the comet's passage and 
the earth’s arrival at the comet’s orbit was 
602.8 days. This year, those values will be 
1.2m kilometres and 622.5 days respective- 
ly—close enough to the storm-hallowed val- 
ues. That, according to Dr Rao, means the 
earth ought tobe ina prime position fora sig- 
nificant display. 


Catch a falling star 


Even as so many scientists struggle to fit mil- 
lions of particles into their computers, others 
have been preparing to chase the real thing. 
John Horack from the American space agen- 
cy NASA’s Marshall Space Flight Centre will 
launch a weather balloon into the strato- 
sphere. Its payload will include a micro- 
meteorite collector. Lower down in the at- 
mosphere nasa, together with the country’s 
air force, has launched the Leonid Mac (Mul- 
ti-instrument Aircraft Campaign). This mis- 
sion is organised around two planes that will 
serve as observation platforms for video 
cameras and scientific instruments. Flying 
some 100km apart, the aircraft will make ste- 
reoscopic observations of meteor trails in 
visible and infrared light. Lower still, Michel 
Maurette, at the Centre de Spectrometrie Nu- 
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cléaire et de Spectrometrie de Masse, in Paris, 
will unfurl a huge canvas cover in the foot- 
hills of Mont Blanc in the hope of collecting 
some errant cometary dust—stuff that is be- 
lieved to be the most primitive matter in the 
solar system, unchanged since the birth of 
the sun. 

All these teams are keeping their fingers 
crossed, for this approach to the sun may 
mark the beginning of the end for the Leo- 
nids. In 2029, as Tempel-Tuttle passes close to 
Jupiter on its next passage towards the centre 
of the solar system, that planet’s gravity is ex- 
pected to drag the comet slightly off course. 
This could mean no storms for acentury.On 
the other hand, given the forecasters’ track 
record so far, it might be worth cricking your 
neck in 33 years’ time, just in case. 
ae Sein a 





An interplanetary Internet 


The wire of the 
worlds 


IVEN that three-quarters of the earth’s 
population does not have a telephone, 
let alone access to the World Wide Web, talk 
of extending the Internet to the moon, Mars 
and possibly an asteroid or two might sound 
rather premature. But plans for an interplan- 
etary Internet (rpn) are already being drawn 
up. According to the scheme’s proponents, 
extending the network into space will reduce 
the cost of future space missions by, for ex- 
ample, making it easy for several Mars land- 
ers tosharea single relay satellite to send data 
back to earth. At the same time, it could also 
benefit terrestrial users by encouraging re- 
search into ways of making wireless connec- 
tions more reliable. 

The problem is that outer space is likely 
to be as hostile to the networking protocols 
that underpin the Internet as it is to air- 
breathing humanoids. For a start, rcP/1P, the 
common language spoken by every device 








on the network, isa very “chatty” protocol. A 
constant buzz of greetings, acknowledg- 
ments and farewells flits between comput- 
ers as they locate each other, exchange infor- 
mation and then disconnect. In space, 
however, such chattiness is a bad way of 
conversing. Radio signals take a second to 
reach the moon, and several minutes to 
reach Mars. So a new, terser protocol will be 
needed, to save both time and energy. 

Another difficulty is that rcp/1e was de- 
signed to work over networks in which 
transmission errors are rare, but congestion 
is common. On earth, when one device 
sends a packet of data to another and fails to 
receive an acknowledgment, it assumes that 
the link has become congested. It therefore 
reduces the rate at which it sends subse- 
quent packets, only ramping that rate up 
again when the congestion has eased. In 
space, however, different rules apply. If a 
packet of data sent toa distant spacecraftina 
hostile environment fails to get through, the 
cause is more likely to be a transmission er- 
ror—in which case the correct response is to 
retransmit the packet as quickly as possible, 
rather than assuming that the link is congest- 
ed and backing off. 

File transfer is another area where new 
approaches will be required. At the moment, 
sending a file (an image, for example) from 
one computer to another using the Internet's 
File Transfer Protocol (rre) involves estab- 
lishing a connection between the source and 
destination machines, and then passing the 
file across in chunks. But if a rover on the 
Martian surface wants to send a file back to 
earth, this is an inefficient way of doing it. It 
would make more sense for the rover to 
hand the whole file over to a lander, which 
could pass itin chunks to orbiting relay satel- 
lites for transmission home. 

Consideration of such matters sounds 
whimsical. But similar problems arise, in less 
drastic form, with wireless Internet devices 
on earth. Handheld computers and wireless 
net-phones would also benefit from a less 
chatty protocol, more efficient use of their 
limited battery power, the ability to 
cope in noisy environments, and an 
easier way to send files while on the 
move (from, say, digital cameras). 

So rather than reinventing the 
wheel, the scientists working on 
IPN—a consortium that includes re- 
searchers from America’s space agen- 
cy, NASA, the Defence Advanced Re- 
search Projects Agency, the British 
National Space Centre and Britain’s 
Defence Evaluation and Research 
Agency—hope to collaborate with re- 
searchers in the terrestrial telecoms 
industry to establish new standards. 
The irn working group has already 
drawn up alist of problems that need 
to be solved. A few weeks ago it began 
the process of presenting them to oth- 
er researchers at a series of seminars, 
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| The numbers of the beasts | 


ONITORING groups of animals in 

the wild is a tricky business. Fixing 
radio transmitters or coloured tags to 
them is invasive, and can alter their be- 
haviour in unexpected ways. Hidden 
cameras are another option, but individ- 
ual beasts are hard to tell apart. And noc- 
turnal creatures are difficult to see in the 
first place. Fortunately, there is another, 
less obtrusive way to monitor animals: by 
eavesdropping on them. 

A network of underwater micro- 
phones has already been used to count 
| and track migrating whales by identifying 
| their individual calls. At a meeting of the 
| Acoustical Society of America in Colum- 
bus, Ohio, earlier this month, researchers 
| from Ohio State University explained 
| how they have now applied a similar 
technique to bats. 
| Working in the university’s Bat Lab, 
| Stephen Burnett and Mitchell Masters re- 
corded a total of 1,449 echo-location 
calls—-the high-pitched sounds that bats 
use to probe their surroundings—from 24 
| big brown bats. They then used signal- 
analysis software to analyse each call ac- 
cording to ten numerical parameters de- 
scribing length, time, frequency and soon. 
“Cluster analysis”, a statistical technique 
that groups things together on the basis of 














the second of which was held on November 
1ath at the University of Maryland. 

So far, the plans include the develop- 
ment of File Delivery Protocol (rnp), a modi- 
fied form of rrp, and a new idea based 
around “bundles” of data in which multiple 
packets, requests, files and messages can be 
sent in one go. Adrian Hooke of nasa’s Jet 
Propulsion Laboratory in Pasadena, who is 
in charge of the scheme, hopes that devising 
new protocols in conjunction with the tele- 
coms industry will enable nasa to use exist- 
ing (and therefore cheaper) hardware in fu- 
ture rpn-capable spacecraft, the first of 
which could be flying by 2005. 

The idea, eventually, is that separate In- 
ternets should exist on earth, the moon, Mars 
and so on, connected by gateways that com- 
municate over an “interplanetary back- 
bone” using new spacefaring protocols. 
Probes landing on asteroids and comets 
would also connect to the rrn. The fact that 
different bodies in the solar system change 
their relative positions as they orbit the sun 
will, Dr Hooke concedes, complicate routing 
a bit: when the earth and Mars are on oppo- 
site sides of the sun, for example, it might be 
best to send e-mail via Venus. 

There is also the question of names and 
addresses. The ren plans call for anextension 
tothe domain naming system tocover differ- 
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similarity, found 29 distinct clusters of 
calls, which was reasonably close to the | 
actual number of bats. 

Indeed, even when presented with 
just two calls from each bat, rather than 
several dozen, the software provided a 
fairly accurate estimate of numbers. This 
suggests that, by recording bat sounds in 
one place over the course of a few nights, it 
should be possible to estimate the size of 
the local bat population. 

Similar “bio-acoustic” techniques are 
being tried on other animals. Christopher 
Clark of Cornell University, who pioneer- 
ed the acoustic monitoring of whales, is 
now involved in a project to monitor ele- 
phant populations in the Central African 
Republic and Ghana. Unlike their savan- 
nah-dwelling cousins in eastern and 
southern Africa, these animals live mainly 
in forests, That makes them hard to count 
by such conventional means as flying ov- 
er them with a pair of field-glasses. 

Using an array of four microphones, 
Dr Clark hopes to identify both the ele- 
phant making each call and the place the 
call was made from. It should then be pos- 
sible to determine the population, track 
the migration of different groups of ani- | 
mals, and monitor their health—merely 
by listening in. l 


| 


ent planets and solar systems. The Econo- 
mist’s website would, for example, then be 
found at www.economist.com.earth.sol. But 
establishing these new domains (even for ex- 
perimental purposes) could prove rather 
difficult. When Dr Hooke asked the Interna- 
tional Standards Organisation committee 
that assigns country codes about establish- 
ing codes for the moon and Mars, he was told 
that he would need to provide a letter from 
the relevant sovereign representative. What 
planet did they think he was on? 








Microtechnology 


Bonsai factory 


TOKYO 


Te Japanese love to make things small: 
think of bonsai trees, Walkmen and the 
wafer-thin mobile phones carried around 
by trendy Tokyoites. The latest expression of 
this obsession, a complete factory on a table- 
top, was put on display for the first time last 
month as part of an exhibition at the Tokyo 
Science Museum. Although this mini-fac- 
tory may not revolutionise the industrial 
world yet—it takes about a day to make a 
single centimetre-sized gear-box—itis anim- 
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pressive tribute to Japanese creativity. 

Behind the mini-factory are seven com- 
panies that have been beavering away on a 
decade-long project co-ordinated by the Mi- 
cromachine Centre, an organisation fi- 
nanced by Japan’s Ministry of International 
Trade and Industry. The mini-factory brings 
together some of these companies’ cleverest 
technologies, including the micro-robot 
arms, micro-inspection equipment and mi- 
cro glue-dispensers to be expected in a 
downward extrapolation from big factories. 

But there are some surprises, too. The 
conveyor belts in the factory do not actually 
move. Rather, they work electromagnetic- 
ally, transporting micro-parts along individ- 
ually programmed paths on a flat surface (a 
technique developed by Fuji Electric). The 
metal gears used in the gear-box are made on 
demand in a micro-foundry that has no fur- 
naces, Instead, the parts are formed by elec- 
troplating the inside of a mould with a thin 
gold layer, filling this electrochemically with 
nickel, and then dissolving the gold to release 
the gear (a procedure dreamt up by Seiko In- 
struments). The mould itself is made by a mi- 
cro-etching technique that is computer con- 
trolled. That means the factory can rapidly 
be reconfigured to make new parts by repro- 
gramming it. 

This chemically based approach to pro- 
duction may be slow, but it has advantages. 
For one thing, it means that no dust is gener- 
ated by drilling and grinding, eliminating 
one of the main sources of malfunction in 
micro-gears. And because the fabrication is 
done at room temperature the whole fac- 
tory—which fits in an area of less than a 
square metre—consumes less power than a 
60-watt lightbulb. Although the speed of 
fabrication could no doubt be improved, the 
mini-factory will probably always be too 
slow for mass production. But it could be- 
come a useful tool for developing prototype 
micro-machines in the laboratory—minia- 
ture chain-saws, perhaps, for pruning all 
those bonsai trees. 
= 
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Creating tomorrow’s 

leading retail bank 

Will your bank have a fighting chance 
in the new financial arena? 

Written in co-operation with PricewaterhouseCoopers 


The advent of web-enabled financial 

services, innovation by non-bank rivals 

and consumers’ growing control over 

their finances are forcing companies to 

transform their business models. This 

report will serve as your guide for manag- 

ing the transformation by helping you: 

æ Ensure growth by applying the latest 
tools and tactics 

e Deliver value in a profitable manner 

ə Create a strategy for multiple channel 
management 


Published: June 1999 


Tomorrow’s leading 
investment managers 


Strategies for success 
Written in co-operation with PricewaterhouseCoopers 


To stay competitive, investment manage- 
ment firms will need to confront rapid 
globalisation, reduced regulation, increased 
consolidation, rapidly changing technolo- 
gies and increasingly demanding customers. 
In forming a strategy to manage these chal- 
lenges, this report helps you to: 
@ Build cross-functional teams 
a Find new distribution channels 
e Capitalise on the “instividual”— 
a blending of the retail and 
institutional—market 


Published: January 1999 


Financial Portfolio 


he Economist Intelligence Unit’s portfolio of 
financial reports offers thought-leadership to 
help your company thrive in today’s competitive 
marketplace. Each report is based on the collective 
insights of senior executives. Information was 
gathered via extensive primary market research 
consisting of survey responses and personal inter- 
views with executives in the Americas, Europe 
and Australasia. 


Excellence in finance: 
Transforming the business 
The framework to transform finance 


into a strategic advantage 
Written in co-operation with Arthur Andersen 


Globalisation, highly capital markets and 
shorter business life-cycles are converging to 
create both opportunities and risks that can 
be leveraged with innovative financial 
management. To succeed and create value 
for shareholders, this report helps you to: 

e Focus limited resources in a strategic 
capacity by efficient execution of 
financial operations 

e Choose the appropriate capital structure 


e Share and leverage knowledge to 
achieve business objectives 


Published: October 1998 


Corporate e-commerce after 
the euro: The challenge for banks 


Make sure your bank can compete 
Written in co-operation with A.T. Kearney 


Corporate e-commerce is a strategic man- 
agement tool that banks can use to become 
an integral part of new corporate business 
models. To help senior executives decide 
how to combine their post-euro electronic 
and corporate strategies, this research paper 
assesses: 


e Consolidation in the banking sector 
e Changing MNC environment 


ə Cultural and organisational change of 
banks 


Published: October 1999 
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All right after the first night? 


LONDON AND BARCELONA 


London and Barcelona are hoping that their newly renovated opera houses 


will wipe away the miseries of the past 


HEN the Royal Opera House in Lon- 

don’s Covent Garden reopens on De- 
cember 1st after two years of darkness, its 
stellar gala performance, led by Placido 
Domingo and Darcey Bussell, will be broad- 
cast on the Internet, a world first. Many are 
hoping that all this glamour and novelty will 
help eradicate the memory of years of mis- 
management interspersed with ritual (and 
regular) humiliation at the hands 
of the press. 

Within the opera house itself, 
it is hoped that the reopening will 
also confirm that the latest re- 
gime—the fourth in two years—is 
finally the right regime. Michael 
Kaiser, who took over as executive 
director in November 1998, has fo- 
cused on raising morale, and he 
appears to have succeeded. But 
some say morale was so low that 
the only way for it was up. 

So how much credit should 
Mr Kaiser get for the Royal Opera’s 
new mood of optimism? And 
what guarantees are there that it 
has properly absorbed the painful 
lessons of a decade of acrimonious 
controversy? 

Mr Kaiser is an experienced 
arts administrator with a reputa- 
tion for turning round troubled or- 
ganisations. A former manage- 
ment consultant, the 46-year-old 
American has spent most of the 
past 15 years improving the fortunes of four 
arts organisations, most recently the Ameri- 
can Ballet Theatre. His strategy is to stream- 
line their finances, eliminate debt, and cut 
down administrative costs so that any sur- 
plus income can be spent on the arts rather 
than the suits. As prescriptions go, itis hardly 
revolutionary. But Mr Kaiser appears to have 
the discipline necessary to force obvious 
changes through where others fail. 

When he started work in London, few 
bet money on him staying for long. Of his 
immediate predecessors, one had left after 
four months because the job was driving her 
to a nervous collapse, and another devel- 
oped breast cancer in part, she believes, be- 
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The “Vilar Floral Hall” by night 


cause of the stress involved. But Mr Kaiser 
sold his New York apartment, gave away his 
dog, and puton all the appearances ofa man 
intending to stay. 

At the time he arrived in London, the 
ROH had suffered one of its worst years ever: 
the house was closed and its performing 
staff had dispersed to theatres around the ci- 
ty; its finances were so parlous that receiver- 


ship was said at one time by the rou to be 
only a matter of days away, and a parliamen- 
tary select committee, appointed to discover 
what needed to be put right, had found in- 
stead that virtually nothing at Covent Gar- 
den was in working order. Everyone had an 
opinion about what needed to be done, but 
most commentators had forgotten that the 
original controversy had only been about 
whether the commercial redevelopmentofa 
wealthy arts organisation should be funded 
by public money. 

The redevelopment, it turns out, has 
been the least of Mr Kaiser's problems. Fi- 
nanced in part by a £78m ($126m) grant from 
the National Lottery fund and £100m of priv- 








ate money, much of it raised by the indefati- 
gable Vivien Duffield, a wealthy patron who 
is director of the Royal Opera House Trust, 
the building was completed on time and on 
budget. The final £10m came from a Cuban- 
American philanthropist, Alberto Vilar, on 
condition that the house’s “Floral Hall” be re- 
named the “Vilar Floral Hall”. 

Although the new opera house offers 
only 56 more seats than its predecessor, it has 
made three crucial improvements: it has re- 
placed the antiquated and occasionally dan- 
gerous workings of the house; it has put in 
much-needed extra rehearsal and backstage 
space; and it has improved the architectural 
links between the main building and the 
cityscape that surrounds it. 

Mr Kaiser's cleverest move, however, 
may have been to focus on the psychological 
elements of the drama—taking out Covent 
Garden’s loudest critics by reach- 
ing out and drawing them one by 
one into the project. Thus he is of- 
fering small companies the chance 
to put on a season in a new 400- 
seat space named the Linbury Stu- 
dio Theatre. The companies will 
be able tocail on the ron’s market- 
ing resources, they will pay no 
rent, and they will be able to keep 
all their box-office receipts. One of 
the first groups to be invited was 
the Covent Garden Festival, a local 
arts group that has been one of the 
development’s most vocal critics, 

In addition, the ROH is aiming 
to please the government by initi- 
ating a training programme for 
arts administrators. This will al- 
low up to five people at a time to 
spend a year learning about mar- 
keting and financial management. 
Another scheme, to beef up edu- 
cation programmes in opera and 
ballet and allow children to learn 
about writing, performing, mak- 
ing sets and marketing, will also please a gov- 
ernment that is eager to see Covent Garden 
broaden its appeal. 

A measure of how much the mood has 
already changed under Mr Kaiser can be 
seen from the success that he has had in es- 
tablishing an endowment fund. An earlier 
fund was never able to grow, in part because 
it was occasionally raided, but also because 
of the fear thata successful fund would inev- 
itably lead the government to curtail its sub- 
sidies for the arts. Mr Kaiser reckons that the 
ROH's new endowment fund will reach 
£30m-35m, a sum that will provide a fixed 
source of income for things like education. 

Many of these initiatives were already in 
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place before Mr Kaiser arrived, but any shine 
that they might have added to Covent Gar- 
den was rubbed out by the concurrent nega- 
tive publicity. Mr Kaiser has been clever as 
well as lucky in being able to publicise the 
Royal Opera House’s more positive efforts. 
But he is careful to share the credit. Two for- 
mer general directors, Sir John Tooley and Sir 
Jeremy Isaacs, have recently published 
memoirs that spread the blame for the Ron’s 
problems on to others outside the opera 
house. It would not take much to re-arouse 
the critics’ wrath. 

The new regime's attempts to please its 
audiences have had a mixed reception. A de- 
cision to eliminate the cheap subscription 
system (annual charge, £8.50) and replace it 
with a more cost-effective “Friends” system 
(annual charge, £55) has been widely criti- 
cised. And a pledge to offer the public at least 
20% of the tickets for any performance, re- 
versing a previous system in which patrons 
and subscribers were occasionally able to 
buy every single ticket in the house, leaving 
nothing for the box office, was mischievous- 
ly reported under the headline, “Rich grab 
80% of Royal Opera seats”. 

Mr Kaiser's principal input into pro- 
gramming so far has been to commission 
two new operas, the first for the 2003-04 sea- 
son. One is by a young composer, Thomas 
Adés, and the other is by Sir Harrison Birtwis- 
tle. The programme for the first season, 
which has as its centrepiece a new produc- 
tion of “Falstaff” starring the bass baritone 
Bryn Terfel, was decided not by Mr Kaiser 
but by the house’s former opera director, 
Nicholas Payne. 

At the end of “Falstaff”, the vast and un- 
sinkable Sir John leads the company in a 
rousing fugue, “Tutto il mondo é burla”. The 
ebullient Mr Kaiser would do well to check 
whether the English surtitles in his spanking 
new Covent Garden will offer the standard 
translation, “Jesting is man’s vocation”, or 
the ironic (if technically more correct) ver- 
sion, “All the world’s a joke”. 


More gaudy 
than Gaudi 


ARCELONA’S Gran Teatre del Liceu beat 

London’s Covent Garden by a few 
weeks. It was reopened on October 7th in the 
presence of the king and queen of Spain and 
some of the past monarchs of the operatic 
world. Also present were Puccini, pomp and 
lots of chocolate. The opening performance 
was of Puccini's “Turandot”, and a local con- 
fectioner sent over a chocolate model of the 
theatre, a tasteful reflection of the city’s en- 
thusiasm for the project. 

Hours after the Liceu’s auditorium and 
stage were reduced to a smouldering ruin by 
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Purists and the thin-blooded may shudder at the thought of outdoor opera, 
but the City of Chicago has unveiled the preliminary design for an outdoor 
music pavilion that aims to be a feast for both eyes and ears. Designed by 
Frank Gehry, it will be the centrepiece of Chicago’s gift to itself for the year 
2000: 1m square feet of open space on the site of an old rail yard by the lake. 

The billowing steel structure, redolent of Mr Gehry’s Guggenheim Muse- 
um in Bilbao, will accommodate audiences of up to 14,000. The sound sys- 
tem will be suspended from a trellis spanning the entire “lawn” area behind 
the pavilion’s formal seating. The system will be the first ever to envelop out- 
door listeners with a virtual shell that electronically simulates the reverber- 
ations of the finest indoor concert halls—while simultaneously masking 
noise from the occasional helicopter and impatient taxi-driver. 





a fire in 1994, Barcelona’s mayor and other 
horrified Catalan politicians decreed that 
the opera house be rebuilt forthwith, just as 
it had been in 1861 after a similarly devastat- 
ing fire a mere 14 years after it first opened. 
The earlier reconstruction took just over a 
year, helped by a sale of shares to Barcelona’s 
music-loving bourgeoisie. This time, how- 
ever, the finances and building schedules 
were more complicated, and it took more 
than five times as long to restore the building 
to its former glory. 

The insurance received for the fire dam- 
age was not enough to enable the descen- 
dants of the 19th-century shareholders to re- 
build the theatre on their own. So a new 
foundation was set up in order to run the 
theatre and to raise funds. Most of these 
came from various local authorities and a 
number of corporate sponsors. 

The Liceu had long been Spain’s grandest 
and most respected opera house, especially 
during the 70-odd years of this century when 
Madrid’s Teatro Real was not functioning as 
a theatre. In a city renowned for its art nou- 
veau treasures, the Liceu predated them 
with its own mid-Victorian fusion of gold 
and brown, blue and crimson—almost more 
gaudy than Gaudi. The redesign revitalises 
the 1862 plans of Josep Oriol Mestres, retain- 
ing the old look but obliterating the bad 
sightlines and outmoded mechanics. 

Apartments nearby were purchased and 
demolished to create a far larger area, and 


this now includes extra rehearsal and scene- 
shifting space, offices, lifts, and a large cen- 
tral foyer which will also serve as a perfor- 
mance area. In the old Liceu, the stage area 
took up 30% of the space while the public en- 
joyed 70% of it. Today, the reverse is true. 
When bringing Madrid’s Teatro Real up 
to 21st-century standards, its designers opted 
for a neutrally modern auditorium with the 
exterior a pale imitation of its former self. 
The Liceu has done almost exactly the oppo- 
site. It has chosen to retain its opulent and 
comfortable interior almost precisely as it 
was, from the original cast-steel bases of the 
seats in the stalls all the way to the top of its 
five golden tiers. The theatre’s well-known 
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façade on the Ramblas has also been re- 
tained, while the entrance and the foyer 
have been brightened up. 

With its two grandly revitalised opera 
houses, Spain now occupies a prominent 
position in the opera world. The Liceu’s di- 
rector general, Josep Caminal, has tried to 
live up to that reputation by putting together 
astarry inaugural season that includes many 
of the top Spanish singers, both the famous 
(such as Placido Domingo, Jose Carreras and 


Montserrat Caballe) and the up and coming 
(like Maria Bayo, who played the role of Liu 
in the opening performance of “Turandot”). 

But in a country where the Bilbao Gug- 
genheim Museum by Frank Gehry has cap- 
tured all the architectural headlines, many 
might see the new-old Liceu as a retrograde 
step. For a sense of where Mr Gehry might 
have taken them they need look no further 
than his designs for a new music “pavilion” 
in Chicago (see previous page). 
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Contemporary opera 


Too literary by half? 


CHICAGO 


Contemporary opera is trying to escape from its reputation for atonal tedium. 
It is pegging its hopes on literary libretti 


N EARNEST journalist once asked Giu- 
seppe Verdi if he had a theory about the 
theatre. “Yes,” replied the composer briskly. 
“The theatre should be full.” If the Italian 
master could survey the operatic scene to- 
day, he would no doubt be impressed. It is a 
boom time for opera. The theatres are sur- 
prisingly full, and money is being found to 
build new ones (see stories above). The clas- 
sic repertoire is a prime source of revenue, 
making profits on a par with popular sport. 
And among that repertoire no one is more 
popular than Verdi himself. 

Theeternalexception to this happy state, 
however, is contemporary opera, which has 
always had to struggle to pay its way. Devo- 
tees who swoon over the pangs of love in 
soaring romantic duets generally shudder at 
the thought of sitting through the latest tren- 
chant expression of their own times. All too 
often, contemporary opera seems to have 
become synonymous with atonality, fitonly 
to be displayed in outlandish productions. 

In recent years a few contemporary op- 
eras have sparked a momentary flicker of in- 
terest. In Britain, Sir Harrison Birtwistle has 
won respect with mythical tales such as “Ga- 
wain”, a dense, highly ritualised (but power- 
ful) setting of a mediaeval poem involving 
an Arthurian knight and a magical green 
man. But it is the sort of thing that only con- 
noisseurs would seek out regularly. 

Post-modern composers have fared bet- 
ter. An American, Philip Glass, attracted a 
cult following with his “Einstein on the 
Beach”, a jokey version of the scientist as pop 
icon with baggy pants and sneakers, sur- 
rounded by the paraphernalia of 1960s and 
1970s culture, and all set to a throbbing mini- 
malist score. Even though it lasted more than 
four hours, it proved that opera could be 
fashionable fun. 

Mr Glass’s fellow American minimalist, 
John Adams, brought the nightly news into 
opera. His “Nixon in China” caused a stir 
with its literal (if ironic) portrayal of the pres- 
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A desirable duet from “Streetcar” 


ident'’s state visit to China in 1972. And “The 
Death of Klinghoffer” went further, depict- 
ing a real-life terrorist hijacking. 

But again, despite critical admiration 
and an initial flurry of public interest, these 
works proved nine-day wonders, not pieces 
that would appeal to general audiences and 
enter a company’s repertoire. What opera- 
goers seem to want is the tried and trusted 
formula which attracts them to the operatic 
classics—not media images, post-modern 
playfulness, overt politics or heavy symbol- 
ism, but a compelling human story, a grip- 
ping plot and a varied but fundamentally 
tuneful score. 

Judging by the latest trend in contempo- 
rary American opera, they may finally be 
getting just that. Last year, the San Francisco 
opera produced “A Streetcar Named De- 
sire”, based on the play by Tennessee Wil- 
liams with music by André Previn. Decem- 
ber will see the world premiere of “The Great 
Gatsby”, John Harbison’s setting of Scott 
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Fitzgerald's classic novel to be produced by 
the Metropolitan Opera in New York. And 
on October 9th in Chicago, the Lyric Opera 
staged the first showing of “A View from the 
Bridge”, from the play by Arthur Miller set to 
music by William Bolcom. 

What each of these operas shares is an 
unimpeachable literary source with a repu- 
tation of its own. Each offers a strong story 
involving passion and desire, and all are pro- 
ducts of the 2oth century, reflecting attitudes 
and issues which audiences will recognise 
without having them reduced to lessons on 
currentevents. 

In each case, the opera companies have 
seized the opportunity that these premieres 
present to put on glamorous productions, 
marshal starry casts and whip up a media 
frenzy. But so far the actual results have been 
mixed, with the problems predictably centr- 
ing on the music. Setting a literary master- 
piece may mean that the composer is actual- 
ly competing with the author's towering 
achievement. As a critic of André Previn’s 
version of “A Streetcar Named Desire” com- 
plained: “The language of this iconic master- 
piece is so richly poetic and allusive that 
there is little any composer can add, let alone 
someone of Mr Previn’s modest gifts.” 

How to make the most of the challenge a 
great text affords without being buried by it? 
In preparing his “Great Gatsby”, Mr Harbi- 
son has already said that he will employ 
“period pop songs of my invention” to give a 
feel of the 1920s in operatic terms. In Chicago, 
William Bolcom aimed at something of the 
same effect, producing an eclectic score en- 
compassing vocal styles of the 1950s—the 
period in which “A View from the Bridge” is 
set—and a wide range of classical idioms. 
The overall character of his score is tuneful 
but not saccharine, daring enough to feel 
modern without being dauntingly intense. 

Audiences at the Lyric Opera’s opening 
run have been enthusiastic, as have many 
critics. But others have wondered whether 
the opera lives up to the dramatic potential 
of the play. One commentator declared: “the 
Lyric team unwittingly made the play small- 
er”. By striving to make it accessible, they 
toned down the raw passion of Arthur 
Miller's original. Mr Bolcom’s score, while 
clever and effective, followed the action 
rather than leading it, reflecting what one 
critic has called “a growing consensus in 
American opera—that pursuing stylistic and 
dramatic originality is a dead end.” 

There is a general feeling in the operatic 
world at large that what contemporary op- 
era needs is to become more approachable 
for the many and less original for the few. In 
this regard, the new experiment of using 
popular literary classics to generate new au- 
diences may well be a salutary step forward. 
If contemporary opera is to begin to thrive, it 
needs first of all the full theatres which were 
Verdi's criterion for success. 
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EW in the cricket world were 

surprised to hear that Robin 
Smith, a white batsman born and 
bred in South Africa during the 
apartheid era, burst into tears 
when told of the death of Mal- 
colm Marshall. Just about every- 
body knew that the black West 
Indian fast bowler was the sort of 
affable sportsman who made 
friends easily and did not give a 
hoot for politics. 

They were right about the 
friendships; wrong about the pol- 
itics. Malcolm Marshall despised 
South Africa in the pre-Mandela 
era. Though he never let politics 
affect his friendships with Mr 
Smith and other individual South 
Africans, he resolutely refused to 
have any truck with apartheid, 
even when many famous cricket- 
ers, golfers and other sportsmen 
were taking “rand gold” to breach 
the international sports embargo 
on South Africa. 

The temptation for him to do 
so was there. In 1983, when he was 
playing alongside Mr Smith for 
Hampshire in the English county 
cricket championship, he was ap- 
proached by Ali Bacher, a former 
captain of the South African 
cricket team. Mr Bacher was anx- 
ious to keep his embargo-busting 
mission quiet. After a discreet pre- 
liminary chat with Mr Marshall 
in a seafood restaurant in South- 
sea, he arranged for them to meet 
again over breakfast in a Wimpy 
bar in London Road in Southampton. 

In this humble and anonymous venue, Mr Bacher offered the 
West Indian paceman “one million United States dollars” for a 
three-month tour of South Africa and a contract to play for the 
Transvaal. When Mr Marshall said, “No, thanks”, the South Afri- 
can was so astounded that he splattered coffee down his shirt. 
“You are,” he said, “a very good cricketer but a foolish young man.” 


Virtue rewarded 


Yet Mr Marshall was unwilling tocriticise, still less shun, those who 
took “rand gold”, even when they were fellow Barbadians. He rea- 
soned that, as a young, unmarried man with a secure place in his 
national team, he could more easily afford to be high-minded than 
older cricketers with family commitments. 

He never regretted his decision to avoid South Africa until the 
end of apartheid, when he played for Natal. In a sport obsessed by 
statistics, Mr Marshall went on to amass remarkable figures in the 
record books. In the 81 test matches in which he represented the 
West Indies he took 376 wickets,a West Indian total surpassed only 
by Jamaica’s Courtney Walsh, and each wicket cost him a mere 
20.94 runs. In all his first-class cricket he took 1,651 wickets at 19.10 
runs apiece and scored 11,004 runs for a stalwart average of 24.83. 





Malcolm Marshall 





Malcolm Marshall, a cricket revolution- 
ary, died on November 4th, aged 41 





He was the player primarily re- 
sponsible for the “black-washes” 
of England in successive test se- 
ries, away and at home, in 1984 
and 1986, for reducing New Zea- 
land’s XI to frightened rabbits on 
their 1984-85 Caribbean tour and 
for demoralising Allan Border’s 
usually indomitable Australians. 

At just over 5ft 10in, Mr Mar- 
shall was small for a fast bowler: 
his West Indian contemporaries 
in the early 1980s, he called them 
“The Big Boys’—Michael Hold- 
ing, Andy Roberts, Joel Garner 
and Colin Croft—all towered ov- 
er him. The way he overcame his 
lack of inches promises to change 
the face of cricket by inspiring 
others of short stature to emulate 
him. A whippy action made him 
as quick a bowler as anybody, 
and he carefully developed both 
stamina and guile. 

Mr Marshall could bowl all 
day, tried to vary every delivery 
and, unlike other opening bow- 
lers, he actually preferred the old 
ball to the new. Dennis Lillee of 
Australia, another fast bowler 
who achieved as much by stealth 
as by pace, selflessly taught Mr 
Marshall the art of the “leg-cut- 
ter”, lessons he put to good effect 
when English groundsmen tried 
to counteract his speed by pre- 
paring slow wickets. 

Grateful though he was to 
Dennis Lillee, Mr Marshall be- 
lieved he owed even more to Bar- 
bados, a tiny Caribbean island with only 265,000 people that mi- 
raculously produces great cricketers in batches, especially fast 
bowlers. Tim de Lisle, editor of Wisden Cricket Monthly, reckons 
that at times in the 1980s a first-choice Barbados XI might have de- 
feated any test team in the world. 

Mr Marshall first learnt his cricket playing barefooted and 
witha softball, usinga palm tree for a wicket, in St Michael's parish 
in Barbados, and then for the team sponsored by Banks Brewery. 
And he was never in any doubt that he owed his main loyalty to 
Barbados, his national team, not to the federal team of the West In- 
dies. Ashe explained in his autobiography, “Marshall Arts” cricket 
is so central to the lives of the people of Barbados, its women as 
well as its men, that having the best team in the Caribbean means 
as much to them as winning the World Cup in soccer does to the 
average Englishman. 

Nonetheless, he was bitterly disappointed by the “white- 
wash” of the West Indies, the quarrelsome federal team he 
coached, on its latest tour of South Africa. He knew that cricket, 
more than most international sports, is a game where test teams 
rise to great heights only to plummet to great depths. Even so it is 
sad that his premature death, from bowel cancer, came when ca- 
lypso cricket was at such a low ebb. 
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~ The Oxford 
— Str ategic Offers a labor 


Leadership 


Programme 


Please send details of: 
| The Oxford Strategic Leadership Programme 
Return to: 
Dorothy Cooke, Templeton College 
University of Oxford 
Oxford OX1 5Ny, England 





| Tel +44 (0)1865 422776 Fax +44 {0}1865 422501 
Email leadership@templeton.oxford.ac.uk 
i www.templeton.ox.ac.uk 
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Modular, Distance 
Learning and Flexible 
Evening programmes 


A Henley MBA is in a class of its own. 
All the study is designed to be relevant and 


in most cases immediately applicable. 


If you’re launching 
into an MBA, 

we make sure of 
one thing. 


Where possible we use live case studies, we 
won't just swamp you with theory, 


So when you return to work you will be 


able to put the experience and knowledge : 


gained to immediate use. 


Being an international business school 
means that a Henley MBA is recognised 


and respected throughout the world. 


You hit the ground 
running. 


If you want to study for a first class MBA 
and hit the ground running, don’t take off 


for anywhere else. 


Tel: +44 (0) 1491 418803 
Email: mba@henleyme.ac.uk 
Internet: www. henleyme.ac.uk 
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London 


Masters in Finance 


London Business School's specialist Masters in Finance 
programme is designed for people pursuing successful careers 
in the financial services industry or in the finance function in 
business organisations. It can be completed in ten months of 
full-time study or in two years of part-time (mainly evening) 
attendance at the school. The programme is taught. by the 
School's world-renowned faculty and is widely regarded as the 
pre-eminent qualification for finance professionals. In addition to 
providing a thorough grounding in finance, the programme offers 
an opportunity to concentrate on areas of special interest 
through a wide choice of elective courses. 

Information about our MBA and Sloan programmes will also be 
available at all sessions. 


INFORMATION SESSIONS 


Tokyo 

Monday 22 November 6.30pm 

imperial Hotel, 

4-1 Uchisaiwai-cho 1-chome, Chiyoda-ku 

Hong Kong 

Wednesday 24 November 6.30pm 

Mandarin Oriental Hotel, 5 Connaught Road 

Singapore 

$ Saturday 27 November 12.30pm 

Four Seasons Hotel, 190 Orchard Boulevard 

Sydney 

Monday 29 November 6.30pm 

Park Hyatt, 7 Hickson Road, The Rocks 

London 

Wednesday 1 December 1999, 6.15pm 

London Business School, Sussex Place, NW1 
www.lbs.ac.uk 
email:mifinfo@lbs.ac.uk 
Tel: +44 (0171 706 6840 


Fax: +44 (00171 723 1788 


MASTERS IN 
FINANCE 


London Business School exists to advance learning and research in business and management 


TRANSFORMING FUTURES 


Se si imueseeamanenennnstnienerinennnettnanasatannivammamenattettitttttme manent 
Return to: The Finance Programmes Information Office, London Business 
School, Sussex Place, Regent's Park, London NW1 4SA, UK. 

Please tick which you require information on: 

Masters in Finance: full-time C} part-time C] 

MBA Programme [C] Sloan Masters in Management CI 

Mr/Ms. First Name = 

Family Name. 
Job Title. 
Company. 
Address: Work C] Home (7 




















Postcode. Country. 
Tel Fax 


email £C12/11/99 














THE ECONOMIST: NOVEMBER 13TH" 1999 






COURSES 


students will manage an 


for one week 


Procter & Gamble challenges 50 top students across Europe 
and the Middle East to enter the real world of Business 
Finance by participating in the 


2000 Euro Financial Seminar-Maririd 
TWO SESSIONS: MARCH 26-31, APRIL 9-14 


For this seminar Procter & Gamble is looking for excellent 
students who combine leadership with strong analytical skills, 
are fluent in English, and expect to graduate in 2000 or 2001. 


They will have the opportunity to develop management and 
financial skilis, working together with experienced Executives 
on a real case study. 


Travel and accommodation expenses will be paid for those 
students selected. 


jruary 11, 2 


aE Gamble España | S Proctere:Gamble 


Spread your wings 
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Having an MBA is no longer 
what's most important, 
it's having the right one. 





At Essec BUSINESS ScHooL, we Ha THE BEST RANGE OF MBAs in Europe. 


Are you looki ing for the MBA that zune yi our profile best ? 


*Essec is the first European Business School to be accredited by AACSB 
the International Association for Management Education. 


-Our reputation is built on innovation, rigorous selection, academic 
excellence and close international corporate partnerships: 


- ESSEC MBA is an experience-integrated MBA for young professionals 

- ESSEC Executive MBA is a part time bilingual MBA for confirmed professionals 

- ESSEC specialized MBAs, taught in English, are for professionals who want to 
become experts in their chosen field: 

International Agri-Food Management 

International Luxury Brand Management 

international Hospitality Management 






I r` 
Call 00.33.1.34.43.39.90 in Paris i S S L © www.essec.fr 


fax : 00.33.1.34.43.39.91 ACTING FIRST indigo@essec.fr 


ESSEC BUSINESS SCHOOL. PRIVATE INSTITUTION OF HIGHER EDUCATION. AFFILIATED WITH THE CHAMBER: OF COMMERCE AND INDUSTRY OF VERSAILLES, VAL D'OISE + YVELINES. £ 
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Brussels School of 
International Studies 


Graduate School of Politics and International Relations of the 
University of Kent offers the following programmes in Bro 


* MA in International Relations by Coursework and Dissertation 
* MA in International Relations by Research and Thesis 

* MPhil in International Relations by Research and Thes 

* PhD in International Relations by Research and T 


AND PUBLIC AFFAIRS 


Adrmsston for Coursewor ogrammes in October and February 
Admission for Res at the beginning of any month 
Full-time and Parttime e vening study, 


To enroll at the Schoo! of International 
and Public Affairs is to arrive where the 
world’s pathways of learning, policy, 
and action converge. 


For a full brochure and informal enquires, contact: 
n i 0 or. Brussels School of International Studies, 
naar 2, B-1050 Brussels, Belgiurn 
Tek (432.2) 629-2707 Fax: (+ 32-24 629-3637 Emaik j Wiener @uke aciak 


At SIPA, Columbia University connects 
in countless ways with New York City, 
and with economic and political net- 
works that span the globe. 


Piet about Here, guided by distinguished scholars 
ölt io dese and policy professionals, our students 
programs train to be tomorrow’s leaders. 


MASTER OF PUBLIC ADMINISTRATION 
MASTER OF INTERNATIONAL AFFAIRS 





The Master of Defence Administration tion and MSc ence Mane 

premier defence-related management-cou t 

students with the appropriate operational s is 

for.optimising defence resource management 

Our student body includes armed forces personel defence industrial executives 
from UK and overseas. 

Applications are now invited for the next full: time course (September 2000) 
part-time course (March 2000} ; 

The MDA Office, The Vincent Centre for Defence Mar: ie 

The Royal Military College of Science, Cranfield Unity Shrivenham: Wiltshire SNE BLA. 
Tel. 01793 786290, Fax: 01793 785871 e-mail: mdaadmin@rmecs.cranfield.ac.uk 

Website: ntipywww.rmes.cranfield:ac.ukémain ee wees 






Call (212) 854-6216 
sipa_admission@columbia.edu 





www.columbia.edu/cu/sipa 


















Amsterdam 
Institute of Finance 






In cooperation with the faculty of 


INSEAD 
Upcoming Courses 1999/2000 











our philosophy of Asset and Liability Management (Nov. 22 - 26) 
Advanced Valuation (Feb. 3 - 4) 






Measuring and Implementing 















Economic Value Added (Feb. 14 - 16) 

: : Foundations of Finance (Feb. 17 - March 10) 
encouraging students to develop comprehensive 2 : Financial Innovation in Corporate 

analytical skills that can be applied creatively in the Finance (March 27 - 31) 








The Options Workshop 
- Stock Option and Foreign Currency 


real world of business. 







Option Pricing (April 3 - 5) 
- Option Trading Strategies and 
Risk Management (April 5 - 7) 






The Advanced Options Workshop 
- Yield Curve Dynamics and the Pricing 
of Interest Rate Derivatives (April 10 - 12) 
- Exotic Options {April 13 - 14) 






the Challenge 
of the 21st Century 






For fu formation please contact 





Enrol now for 
2000 entry 





it y of Buckingham 


AIF - Herengracht 205, 1016 BE Amsterdam, The Netherlands 


telephone: +341-20-5200{62/160 - fax: +31-20-5200161 
e-mail: info fini - internet: www.ait.nl 
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FRENCH SPANISH 


in SPAIN 










in FRANCE, in BELGIUM 


GERMAN DUTCH 


in BELGIUM 


COURSES FOR 66 HOURS PER WEEK ae : x 
MOTIVATED PEOPLE IN THE TARGET LANGUAGE d A CERAN LINGUA 
International information 


* ADULTS from 19 years Study: and reservations: 

: RETIRED PEOPLE OF 55 AND ABOVE up to 45 private and/or group lessons 
(Special conditions available) and pedagogical activities 

« JUNIORS from 11] to 18 years & 


- FRENCH in BELGIUM Putting i ‘ce with heis 
< ENGLISH in ENGLAND. utting into practice with our teachers: 
i at breaks, meals and evening socio-cultural activities 







in JAPAN, in BELGIUM 































Tel.: + 32- 87-79 1122 
Fax: + 32- 87-79 11 88 
Since 1975 E-mail: 
Customer@ ceran.be 



































in USA: Languagency 
Tel: 1 (413) 584-0334 


Internet: 
Fax: 1 (413) 584-3046 http://www.ceran.com 








Worldwide Course 2 7 
& Degree Information ; M.S., Ph.D. Many fie a CONF ERENCES 
O COST evaluation! Send 
6400 UPTOWN BLVD NE + SUITE 398-W 
J i cing MEA, NM 871 belies 
DISTANCE LEARNING CHANNEL yy cent AD. 240 -4757 


www.ed-x.com ONLINE OPTIONS 


A Two-Day Conference on: 


RISK MANAGEMENT: 
THE STATE OF THE ART 


January 13-14, 2000 






Teaching French to adults for 29 years 


INSTITUT DE FRANCAIS 


Overlooking the Riviera’s most beautiful bay 
; A UNIQUE TOTAL IMMERSION PROGRAM 
81⁄2 hrs a day with 2 meals. 8 levels : Beg. I to Ady. H 
ACCOMMODATION IN PRIVATE APARTMENTS 
Next 2-4 week course starts 22 Nov., 10 Jan. and all year 
06230 Villefranche/Mer EK13, France, Tel.: (33) 493 01 88 44 Fax: (33) 493 76 92 17 
www.institutdefrancais.com 


UNIVERSITY DEGREE 


For Life, Academic & Work Experience 


Degrees for people who want to be more effective 
and secure in their jobs or professions. 


Earn your BACHELOR'S, MASTER'S or DOCTORATE degree by 
Match your utitizing your m rand wolk experience, College equa credits are 
iven for your: x ‘ary, com training, industrial 
position with a Tourek, seminars and Doiiiens sxpacionce: f 
legal degree We accept college credits no matter when taken. 


and Our graduates are recognized for their achievements in business and 
transcripts industry. We will assist you in completing your degree requirements 
at your own pace through home study. 


"As you know Send/tax detailed resume for a NO COST evaluation. 
experience is Pacific Western University 


New York University Stern School of Business 
Sponsored by the New York University Salomon Center 
and the NYU Derivatives Research Project 


The events of the 1990s have shown that effective risk 
management is critical for the success, and indeed for the 
long-term survival, of financial institutions, nonfinancial firms, 
and even for nonprofit organizations and governmental 
bodies. We are pleased to open the new Millennium with a 
major conference on Risk Management, featuring a roster of 
leading. academics and practitioners who will review the 
current state of the art, and offer a look at the future in this 
rapidly evolving area. Day 1 will focus on instruments and 
techniques for assessing and managing financial risk exposure. 
Sessions will cover the technology of risk measurement, such 
as Value at Risk and extreme value theory; new classes of risk, 
such as liquidity risk; new financial instruments and markets 
for risk management, such as contracts on weather and on 
insurance risks; and finally, credit risk, an area of enormous 















still the best 

teacher... But LCN Siroet, toe F) 90aT tnea practical interest right now. The lunchtime Keynote Address 

degrees open CALL: (800) 423-3244 ext. 137 UK: 0800-960-413 will be given by Stephen Ross of M.I.T. Day 2 will look at risk 
dopri: Fax: (310) 471-6456 E-Mail: admissions@ pwu.com management from the perspective of the firm and the 


http://www. pwu-hi.edu financial system as a whole. Sessions will cover risk 


management in the international arena, risk management 
from the regulator's viewpoint, and risk management for 
financial institutions. 


Speakers include: Michel Crouhy (CIBC); Christine Cumming 
(FRBNY); Emanuel Derman (Goldman Sachs); Frank Diebold 
(NYU); Kenneth Froot (Harvard): Robert Jarrow (Cornell); 
Robert Litzenberger (Goldman Sachs); Francis Longstaff 
(UCLA); Leslie Rahl (Capital Market Risk Advisers); Kenneth 
Singleton (Stanford) f 


CIAT n? For information contact Mary Jaffier at 
NY U A the New York University Salomon Center 
PE Tel. 212-998-0700 Fax 212-995-4220 


STERN Email: salomon@stern.nyu.edu 


http:/Awwwstern.nyu.edu/salomon 


M DURHAM 


The University of Durham MBA comes in three AMBA accredited 
study options- Full-time, Part-time or Distance Learning. 
Find us @ www.dur.ac.uk/dubs/ or call +44 191 487 1422. 


University 
of Durham 


Investing in excellence in teaching and research 
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Presenter eeirtentrmmaientcatr ntti a rere 


ENVIRONMENTAL SCIENCE & 
POLICY at U.C. BERKELEY 


The Goldman School of Public Policy and ‘ 
the Energy and Resources Group at the University of 
California, Berkeley, seek a colleague for a joint appointment 
in the interdisciplinary area of Science, Technology, Environment, 
Resources, and Public Policy. 
See the full position description at: 

http://socrates.berkeley.edu/~gspp/adf1 .pdf 
or contact: Michael O'Hare, Search Chair, GSPP/UC 

2607 Hearst Ave., Berkeley, CA 94720-7320 USA 


Application deadline: Jan. 15, 2000 
_UC is an equal opportunity/affirmative action employer 












UNIVERSITY OF 


Centre for the Study of African Economies, 
Department of Economics 


UNIDO Research Fellow 
Research Staff Grade 1A: 
Salary £16,286 - £24,479 p.a. 
The Centre for the Study of African Economies (CSAE}, is a Designated Research 
Centre of the Economic and Social Research Council. 


Following the award of a two year grant by the United Nations Industrial 
Development Organisation (UNIDO), CSAE is seeking to appoint a full-time Research 
Fellow in the Industrial Economics of Africa. The Fellow will conduct research on the 
problems faced by firms in the industrial sector, with the objective of understanding 
the constraints on their performance, growth and productivity, and make appropriate 
policy recommendations. 


Strong analytic and technical capabilities in modern economic methods ara 
essential, and applicants would be expected to have completed a doctorate. 


it is hoped to make an early appointment for two years initially, with the possibility of 
renewal, subject to funding. 


Further particulars may be obtained trom the Administrator, CSAE, St Cross 
Building, Manor Road, Oxford OX1 SUL. The deadline for receipt of applications is 
17th December 1999. Individuals with access to the internet may download the 
information trom the Centre's web page - http://www.csae.ox.ac.uk/. 


The University is an Equal Opportunities Employer. 


BILINGUAL? 


if you are an experienced prof- 
essional who speaks Spanish or 
Portuguese AND English and 
looking for a better job, visit 


www.LatPro.com 
for job descriptions. 
COURSES 
WHICH UNIVERSITY 
IS THE BES FOR ME? 


Ovet 1600 unie’s How O ming degrees! BA, 
MA, MBA ar PRES 


THE UNIVERSITY OF NEW SOUTH WALES 
SYDNEY AUSTRALIA 





SCHOOL OF ECONOMICS 
AND MANAGEMENT 
UNIVERSITY COLLEGE, 
CANBERRA 


Associate | 
Professor in 
Management 


School of Economics and Management 
seeks applications for Associate 
Professor position, Management. 
Fields: strategy, human resource 
management, technology. 


For more information please visit our 
websites on hitp://www.ads.gov.au or 
hitp/Avww.unsw.edu.au. 


PLEASE QUOTE Ref 472ECON 








Tibkimbanet or 
write to 
kok, 18500 


PUBLICATIONS 








Li Anew report by leading 
country experts giving essential 
sector information and practical 







help for companies entering the 
Libyan market. 






pute detas, pus www,meconeult.co.uk 
ddie East Tat +44 171 501 4816 
business SWORE: pay 444 171 591 4801 






UNSW is an Equal Opportunity Employer 
with a smoke free workplace. 
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SeeHrAS y 
City University 
of Hong Kong 


Anniversary 
PAM DBS 


City University of Hong Kong is a young and dynamic institution directly 

funded by the Government of the Hong Kong Special Administrative Region 
through the University Grants Committee (Hong Kong), Its strategic plan is 
an ambitious one, reflecting its aspirations to become one of the leading 
universities in the Asia-Pacific region by achieving excellence in teaching and 
research. The student population for 1999-2000 is approximately 16,200 
(11,000 full-time and 5,200 part-time). The medium of instruction is English. 


Applications are invited for the following concurrent headship 
appointment: 


Head of Department of Applied Social Studies 
[Ref. D/394/09] 


The Department of Applied Social Studies provides a thorough education for 
students preparing for careers in government, the private sector, social service F 
agencies, and para-public organisations. The department has a multidisciplinary 
team of faculty with a strong commitment to research and teaching. The 
academic disciplines are Psychology, Sociology, and Social Work. It offers 
undergraduate degrees in East Asian Studies and Social Work, an internationally 
recognised diploma in Psychology, and post-graduate research programmes 
leading to a PhD. It is located within the Faculty of Humanities and Social 
Sciences which has three research centres. It is at the leading edge in surveys 


and polling, programme evaluation, clinical studies, and gerontological studies. 


The successful candidate will head a dynamic young faculty; foster scholarship | 
and research; promote new degree programmes which meet emerging academic 
and professional needs; collaborate with universities in China; establish linkages 
with universities internationally, and work constructively with faculty, staff, 
students, as well as employers to enhance opportunities for research and 
programme development. 


The University also accepts nominations and reserves the right not to fill the 
position. : 
Qualifications for Appointment 


The Head of Department will be expected to provide strong academic leadership 
in the development of the teaching and research in the Department. Candidates 
should possess strong academic and professional qualifications in the Social 
and Behavioral Sciences or related degrees, substantial relevant experience in 
tertiary education and a successful record of research and scholarship. 
Candidates will also be required to demonstrate an ability to give academic 
and managerial leadership in the Department. 


Salary and Conditions of Service 


The successful candidate is expected to be appointed at the professorial level 
on superannuable terms with provision for retirement benefits, or on fixed- 
term contract with contract-end gratuity. Salary will be competitive and be 
commensurate with the appointee’s qualifications and experience. Concurrently, 
the appointee will be offered the headship appointment for an initial term of 
three years. Generous fringe benefits include annual leave, housing assistance, 
medical and dental care provisions and passage allowance where applicable. 


Application and Information 


Further information on the post and the University is available on the University’s 
World Wide Web home page http://www.cityu.edu.hk or the University’s 
listserver accessed by E-mail at “hrmail@ctyInk.cityu.edu.hk”, or from the 
Human Resources Office, City University of Hong Kong, Tat Chee Avenue, 
Kowloon, Hong Kong (Fax: (852) 2788 1154 or (852) 2788 9334/ 
E-mail:hrrecrut@cityu.edu.hk). Please send nomination or application witha 
current curriculum vitae and the names and addresses of three academic referees 
at full professorial or other appropriate level to the Human Resources Office. 
Applications will be considered until the position is filled. Please quote the 
teference of the post in the application and on the envelope. 


Internal candidates shortlisted will only be considered for the concurrent 
administrative position and their substantive appointments will remain 
unchanged. 


Applicants who have responded to the previous advertisements on the post of 
Head of Department of Applied Social Studies need not re-apply. 
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@ G ») United Nations Environment Programme 
Anathana pel olay - SERIES. 
spasm in NANS UNNS mac eivitannOa PROGRAMA DE LAE NACORER UIDA IAA EL JARDIN AYIMEN TE 


UNEP TAPON Anas OPTA SANIP DEBBIE HAIRS ORR OEE 












Two Exceptional Opportunities for GEF 


International Waters Project Managers 
UNDP Projects funded under the Global Environment Facility 










COORDINATOR (P-5), FINANCIAL INSTITUTIONS INITIATIVE 
VACANCY ANNOUNCEMENT NO. NA-99-83 
DEADLINE FOR APPLICATIONS: 30 NOVEMBER 1999 








1. Dnieper Basin Environment Programme -DBEP 

(Ref. RER/99/G32) 

Based in Kiev, Ukraine, this GEF funded UNDP project aims to 

‘| protect and restore the natural resources of the transboundary 
-Dnieper River basin through the development and implementation 

of a Strategic Action Programme (SAP). Duration: 3 years. Starting 

date: January 2000 








The Economics and Trade Unit, Division of Technology, Industry and Economies, of the United 
Nations Environment Programme is seeking to fill the following position: 











Coordinator, Financial Institutions Initiatives (FLD), PS, based in Geneva, Switzerland, 


The Coordinator will develop and implement a UNEP initiative with financial institutions. More 
specifically, s/he will: 








* manage and coordinate the implementation of the Programme 

* enhance collaboration between the UNEP Financial Institutions Initiative and other 
organisations within and outside the United Nations 

+ develop policies, programmes and projects to promote the integration of environmental 
considerations in the intemal and external operations of financial institutions 

* organize global annual events to review progress made and discuss specific finance and 
environment issues 

* assist governments in organizing and convening intergovernmental meetings of policy makers 
and technical experts to formulate, adopt and implement global, regional and national 
programmes. 
















2. Tumen River Strategic Action Programme (SAP) Project 
(Ref. RAS/98/G31) 

Based in Beijing, China, the project is to strengthen the capacity to 
manage regionally and globally important environmental resources 
in the Tumen Region. Specifically, the project will prepare a 
Transboundary Diagnostic Analysis (TDA) and a Strategic Action 
Programme (SAP), and the capacity to implement the SAP. 
Duration: 2 years. Starting date: January 2000 













Qualifications: Advanced university degree in International Finance, International Trade or 
Environmental‘Resource Economics or equivalent experience with a private sector finance 
specialisation. An advanced degree may be replaced by a first level degree and two years pertinent 
working experience. Fifteen years of professional working experience relating to finance, 
economics and the environment, including five years at the international level, especially in the 
context of the nexus between the public and private sector. Fluency in English is required. 
Working knowledge of other UN official language(s) an asset. 

















Under the technical guidance of UNDP and the operational 
responsibility of UNOPS, the Project Manager will manage and co- 
ordinate all project activities funded by GEF and will, in particular: 

* _ manage the project management unit (PMU) and its staff; 

+ prepare the annual work plan of the programme on the basis of 
the project document, in close consultation and coordination 
with the related partners and relevant donors; 

* ensure consistency between various programme elements and 
related activities provided or funded by other donor 
organizations; 

* prepare and oversee the development of Terms of Reference for 
consultants and contractors; 

* foster and establish links with other related River Basin projects 
( e.g. 1 or 2 above ), and where appropriate, other regional 
International Waters programmes within the GEF’s Black Sea 

Basin approach. 






An internationally competitive salary and benefits at standard UN rates will be offered. 







Applications for the position should be received by 30 November 1999. Copies of the vacancy 
announcement may be obtained from, and detailed curriculum vitae including date of birth. 
nationality, educational qualifications should be sent to Chief, Recruitment Section Human 
Resource Management Service United Nations Office at Nairobi (UNON) P.O. Box 67578. 
Nairobi, Kenya. 











Fax: (254 2) 624212/62 4134/62 6226/62 2624 






IN ALL CORRESPONDENCE OR INQUIRIES PLEASE QUOTE VACANCY 
ANNOUNCEMENT NO. NA-99-83 






SENIOR EDITOR/ECONOMIST, AFRICA (REF: E1U027E) 
EDITOR/ECONOMIST, ASIA (REF: EIU028E) 


LONDON-BASED > COMPETITIVE SALARY + EXCELLENT BENEFITS 






Qualifications: 

* Seasoned manager of proven ability and 12-15 years experience 
in increasingly senior management of major development 
projects or environmental projects; 

* exceptional interpersonal skills, a good understanding of, and the 
sensitivity required for work in a multicultural environment and 
the presentation skills to liaise effectively with government, 
donors, and civil society at all levels, 

* Postgraduate degree in Environmental Management or a directly 
related field as well as proven knowledge and experience of 
international waters issues ; 

» familiarity with the goals and procedures of international 
organizations, in particular those of GEF partners (UNDP, 
UNEP, World Bank, Regional Development Banks); 

|» excellent knowledge of spoken and written English and 

familiarity with the countries of the concerned region, 

knowledge of the one or more of the languages of the related 
region a plus. 


The EIU is the leading supplier of economic and political information 
to businesses worldwide. Opportunities now exist for experienced 
economists and senior economists to join our team of specialists within 
the above regional teams. 

The work involves writing and editing economic country reports, 
forecasts and risk assessments, ensuring quality standards and deadlines 
are met at all times. You will be required to speak at conferences and 
carry out interviews therefore, high customer service and communication 
skills are vital. With a minimum of three years’ relevant work experience 
(five years for the senior role), you will be highly numerate and PC- 
literate with advanced spreadsheet skills. You will be a qualified 
economist and typically have a Masters degree as well as possess 
excellent written and spoken English. You will also need to demonstrate 
an in-depth economic and political knowledge of some of the countries 
of the region. Relevant language skills would be a distinct advantage. 
Energy, maturity and a real enthusiasm for the subject are essential. 

1f you would like to use and develop your expertise as part of a first-class 
team, please apply in writing, enclosing a CV with a covering letter stating 
current salary, to the address below. Please quote the appropriate reference. 
Closing date: Friday 26th November 1999. Non-EEA applicants would need to 
obtain a UK work permit. 


Remuneration:: A competitive tax free salary with benefits will be 
offered to the right candidate. 








Further info:http://www.gefweb.org/wprogram/march98.htm (#14 and #16) 





Candidates could submit applications for one or both positions (quoting 
related ref. no. above) depending on their qualifications to: C/o Mr. 
Ingolf Schuetz-Mueller, Chief, ENVP Div. UNOPS, 4th Floor Chrysler 
bldg., 405 Lexington Av., New York, N.Y 10174, USA. Fax: 212-906- 
6903. Deadline: 1 December 1999 


THE ECONOMIST INTELLIGENCE UNIT 
RECRUITMENT OFFICE 
15 REGENT STREET 


The Economist LONDON SWIY 4LR 
Intelligence Unit EMAL: jobs@eiu.com www.eiu.com 
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Debt Relief International 
PROGRAMME MANAGER - LONDON 


Expanding international non-profit organisation, funded by 5. European 
governments, requires Manager for programme to build capacity on debt 
strategy in Heavily-Indebted Poor Countries. 
















Responsibilities 

* designing and executing a US$10 million work programme on debr 
strategy, 

* liaising with senior officials of governments and international 







TUFTS UNIVERSITY 


organisations; The Fletcher School 
* monitoring and reporting on capacity-building and debt strategy in 41 of Law and Diplomacy 


countries; 
* recruiting, training and supervising the work of multiple high-level 
consultants, 
















The Fletcher School, established in 1933 as the first 
graduate school of international affairs in the USA, seeks 
three faculty positions beginning September 2000. 























The ideal candidate will have at least 5 years’ experience in two of the 

following areas: 

* ‘computerised debt recording and analysis systems; 

e debt relief strategy in developing countries, including familiarity with the 
HIPC Initiative; 

* macroeconomic projection techniques in low-income countries; 

* poverty reduction expenditure budgeting and planning. 
















1. Assistant/Associate Professor of 
Environmental/Resource Economics 







This new tenure-track position is with the rank of 
Assistant Professor or Associate Professor depending upon 
previous experience and accomplishments. Special 
consideration will be given to candidates with research 
interests in developing or transition economics. A Ph.D. or 
its equivalent is required. Review of applications will begin 
December 10, 1999. 


Essential attributes will include. strong skills in project design, reporting, and 
consultant supervision; excellent contacts with the donor community and 
developing country governments; and FULLY BILINGUAL command of 
French and English. 
















Internationally competitive salary. Appointment to December 2001. Ideal for 
secondment from government or international institutions. Around 12 - 15 
weeks travel to developing countries required, 











2. Neil A. Allen Visiting Chair in 
For further details please apply BY.30 November 1999 with curriculum vitae to: Latin American Studies 
Debt Relief International 
77 Baker Street, London, WIM LAH or fax +44 171 935 8009 


email: externalfinanceafrica@compuserve.com 






This position is for a two-year appointment. Candidates 
should have expertise in comparative polities, 
contemporary history and/or political economy of Latin 
America with an interest in areas such as democratic 
processes, sustainable development, regional integration 
and international economic relations. Given the 
interdisciplinary nature of The Fletcher School, the 
successful candidate could come from any of a broad range 
of social science or humanities disciplines. The ideal 
candidate should be an outstanding scholar with a strong 
record of research, teaching and professional experience, 
Rank commensurate with experience. Review of 
applications will begin December 10, 1999. 


Shortlisted candidates will be contacted by 8 December 1999. 























swisscontact 


Swisscontact Fundación Suiza de Cooperación para el Desar- 
rollo Técnico busca para la atención del campo de acción 
«fomento de la pequeña y mediana empresa (PYME) mediante 
servicios financieros». 


ASESOR/A EN SERVICIOS 
FINANCIEROS 


para Ecuador (70%) y América Latina (30%) 









3. Leir Chair in International Humanitarian Studies 














This is a new full-time, tenure-track position at the 
Associate/Full level. Candidates should have expertise in 
political development/humanitarian studies with an 
interest in areas such as refugees, migration, African 
studies and complex emergencies. Given the 
interdisciplinary nature of The Fletcher School, the 
successful candidate could come from any of a broad range 
of disciplines in the social sciences. The ideal candidate 
should have teaching, research and practical professional 
experience. Review of applications will begin January 3, 
2000. 

























Inicio de contrato: lọ de marzo 2000 o previo acuerdo 

Duración de contrato: 2 años con posibilidades de prolon- 
gación 

Lugar de residencia: Quito (Ecuador) con viajes al exterior 


Interested applicants should specify position for which 
they are applying. and send a curriculum vitae, relevant 
publications and syllabi, and three letters of reference to: 
















Associate Dean Maria Judge 
The Fletcher School of Law and Diplomacy 
Tufts University 

Medford, MA 02155 











Para informaciones más detalladas buscar bajo: 
www.swisscontact.org 
























The Fletcher School is an Equal Opportunity / Affirmative Action 
employer, encouraging applications from women and members of 
minority groups. 


Mandar solicitud a: 
Swisscontact, Personalabteilung, Déltschiweg 39, Postfach, 
CH-8055 Zürich 










Medford, Massachusetts 02154 
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DO YOU FEEL LIKE YOUR CORPORATE 
LADDER HAS RUN OUT OF RUNGS? 


Do you feel the need for new challenges and opportunities? If you're a 
global senior executive, over 40 years old and accustomed to a +100K 
annual salary, we can be the answer to your next jump on the ladder of 
success. Resume Broadcast International assists you in your 
professional search with the personal contact necessary for success 
from start to finish 24 hours a day, 365 days a year. Opportunity is only a 
phone call away at Tel: (909) 866-4213, Fax: (909) 866-4244 or E-mail: 
402224.3306@compuserve.com 


| Broadcast © 
Intermettioncll 
































Resume Broadcast International 

PO BOX 2892, Big Bear Lake, California CA92315, USA. 
Tel: +1 (909) 866 4213, Fax: +1 (909) 866 4244 

Email: 102224.3306 @compuserve.com 
















Federation of Small Businesses (FSB) 
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Do you have what it takes M 
to be a part of our team? y 





a) g Ze 


The FSB is the largest Business organisation in the UK with over 
145,000 members, representing the small business sector and we 
are growing daily. We are the voice of small businesses and lobby 
government at all levels therefore we need to extend our team. 







We are looking for an energetic and motivated player to be based in 
our London Office. 









Policy Development 
Officer (Economist) 


The Position:- 


The Skills required:- - Communication skills both verbal and 
written 
- Presentation skills to large and small 
audiences 
- At least one years working experience in 
an economics background. 
- Aworking understanding of small 
business issues. 
- Project planning and management 
- IT literate in the use of PowerPoint, 
Spreadsheets, Word Processing & 
Databases. 

















The Role involves:-  - Conducting Research 

- Co-ordinating projects 

- Managing campaigns 

- Preparing reports & submissions with 
recommendations 

- Prepare the FSB’s budget submission to 
the Chancellor of the Exchequer. 

- Write articles 

- Representing the FSB’s views. 

- Working understanding of the UK & EU 


political systems 












The person appointed must be a graduate in Economics. The 
starting salary circa £20,000 - £22,000 p.a., according to 
experience, which will be reviewed after 6 months. 






If you possess these skills and are up to the challenge and would 
like to join the number one business team then write to the 
following address for an application form; Office Manager, 
Federation of Small Businesses, 2 Catherine Place, Westminster, 
London, SW1E 6HF. The closing date for the return of completed 
application forms is 5.00 pm on Monday 22nd November 1999. 
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FLORIDA STATE UNIVERSITY 
John and Hallie Quinn Eminent Scholar Chair 


Florida State University is seeking an individual to fill the John and Hallie 
Quinn Eminent Scholar Chair for Renewal of American Heritage and 
American Free Enterprise. This endowed Chair will be located in the 
Department of Economics. Candidates may come from any field in 
economics: They must have a distinguished and continuing record of 
scholarly research and publication, an eagerness to participate in the 
Department’s teaching and service missions, and a capacity to enhance the 
visibility and national reputation of the Department and the University. 
Florida State hopes to fill the Chair by Fall 2000. A public records agency 
pursuant to Chapter 119 of the Florida Statutes, the University complies 
with the Americans with Disabilities Act, subscribes to equal opportunity 
and pluralism, and welcomes female and minority applicants, All eligible 
scholars, are invited to apply by providing curricula vitae, letters of 
recommendation, and related materials. 


CONTACT: 





The Quinn Search Committee 
Department of Economics 

246 Bellamy Building 

Florida State University 
Tallahassee, Florida 32306-2180 
USA 

Further information on the Department of Economics can be found at 
http://www.fsu.edu/~economic/. 


BOTSWANA INSTITUTE FOR DEVELOPMENT 
POLICY ANALYSIS 


Senior Research Fellow ~ Macroeconomics 


The Botswana Institute for Development Policy Analysis (BIDPA) is a non- 
governmental research organisation. BIDPA’s activities focus on capacity building 
through contract research and consultancies for Government, the private sector and 
international organisations. 


BIDPA is seeking to recruit a Senior Research Fellow in the field of Macroeconomics. 
The Fellow will be expected to undertake research and consultancy work in one or more 
of the following fields: 


development policy and planning 
monetary and financial sector development 
macroeconomic modelling and forecasting 
fiscal/budgetary policy 

trade and exchange rate policy 


A BIDPA Senior Research Fellow will be expected to lead research projects and 
consultancy assignments, and to work closely with both government and the private 
sector. The Fellow will also be expected to share responsibility for capacity building and 
the mentoring of junior members of staff. 


BIDPA is seeking a candidate with a good understanding of contemporary development 
issues, and familiarity with the economies of Botswana and Southern Africa. He/she will 
have excellent quantitative skills, be able to write and present clearly and concisely for 
both technical and non-technical audiences, have the flexibility to work on both 
individual and team-based projects, and be used to delivering high quality output to tight 
deadlines. 


The successful candidate will have formal training in economics or a related discipline. 
For a Senior Research Fellow position, a PhD-level qualification is expected. Previous 
research experience is essential, most likely gained in an academic environment, a 
research institute, a government department dealing with economic policy or a central 
bank research department. Botswana candidates will be preferred. 


Applications with CV, at least three referees and samples of written work before 27th 
November 1999 to: 


Executive Director, BIDPA 

P/B BR-29 Gaborone, Botswana 
Tel 267 371750 

Fax 267 371748 


E-mail jani@bidpa.bw 
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English Translator 


To join the English language team in the Bank’s Translation Service 


Bank for 
International 
Settlements 


The position The requirements 
= translating economic, financial, legal, = English mother tongue 

technical and general texts into English 

a good university degree in French and German 

a editing texts drafted in English for i 

correctness, consistency, clarity and ® desirable: 

style 

y = postgraduate diploma in translation 

a previous experience in a major organisation 
= knowledge of economics and finance 
= familiarity with terminology database 

software such as MultiTerm 
® knowledge of Spanish 


The Bank for International ® inputting and maintaining data in the 
Settlements is an international Translation Service's terminology 

Si Acie database 
organisation that promotes central 
bank cooperation and provides 
banking services to central banks 
and international organisations. 
Based in Basel, Switzerland, with 
a representative office for Asia 
and the Pacific in Hong Kong, the 
BIS has around 500 staff from 
some 35 countries. 


® contributing to maintaining and 


updating the house style guide a flexibility, adaptability, team spirit 


The BIS offers attractive conditions of employment in an international environment 
and excellent welfare benefits. 


Please send applications, together with references, to Human Resources, Bank for 
International Settlements, CH-4002 Basel, Switzerland, quoting reference 99611. 


www.bis.org 














Set in the heart of the spectacular Mountain Kingdomof 
Lesotho, and close to the legendary mountainous 
“Barrier of Spears” - a high-tech. multi-million Dollar 
water project, providing hydro-power for Lesotho and 
water for the Republic of South Africa. A joint venture 
by the Lesotho and South African Governments, 
controlled through the Lesotho Highlands 
Development Authority (L.H.D.A.), the magnitude 








and complexity demands water resource and 
hydrological control of the highest order. This two-year 
contractual position, based in Maseru, calls for both 
specialist water management expertise and a 
commitment to work with and train competent local 
successors over the contract period. Work experience in 
developing countries would be an advantage, and 
fluency in English is essential. i 











Operations Planning Specialist 


Major concrete dams and hydropower 


Massive even by world standards, the project offers a unique opportunity to employ leading edge operations planning 
skills to professional engineers with a recognised degree in Civil Engineering or Hydrology, Water Resources 
Engineering or equivalent. Essential are at least 10 years experience in development, running, testing, maintenance 
and use of water management and hydropower generation models in an operating utility environment - along with 
5 years in debugging and using PC based computer codes in water resource systems analysis. 









Essential competencies must include: 





and scenarios 


Coca 


sign and operation. 


















Applications with career and salary details 
(no. certificates or references) to Mr. Roy's 
office by 3 December 1999. 





Aw Epucor Group Company 
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operation and maintenance of revenue optimisation models 

acquiring and adapting hydrological models to provide flow information 

selection and implementation of a water quality model 

dap of dynamic simulation and linear techni 
e 


Q Adapting and implementing operational planning models to determine water delivery and electricity generation schedules 


ques in water resource systems analysis e.g. multi-reservoir planning, 


Outstanding tax-effective expatriate package negotiable, including housing and education allowances, 
relocation expenses and airfares, social amenities and sports facilities 


Fax: 27 11 269 8881 e-mail: rosb@msl.co.za 
Telephone: 27 11 269 8880 
Quote ref. no. PM017. 


ISO 9002 ACCREDITATION 





ECONOMIST 
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H.R. Communications 
































| United Nations Development 
Programme Viet Nam 









The United Nations Development Programme (UNDP):in. Viet Nam is 
supporting the Office of the National Assembly (ONA) in strengthening 
the representative bodies at central and local levels, with focus on 
Provincial-level People’s Councils (PPCs) (project no. VIE/98/HO01). 
To support the project management in both technical and management 
matters, we are looking for a highly qualified international expert on 
local government management for the position: 


Full-time SENIOR TECHNICAL ADVISOR (STA) 
(18 working months) based in Hanoi 


The assignment is expected to commence in carly year 2000. 

The detailed Announcement as well as a summary of the project 
document can be found on the internet WebPages of UNDP Viet Nam: 
www.undp.org.vn 


Interested candidates can send their application in English, including 
three references, salary requirements and a list of publications, to: 
Personnel Section, UNDP Hanoi, 25-29 Phan Boi Chau, 
Hanoi, Viet Nam, indicating project and post title, by Tuesday, 
30 November 1999 at the latest. 


Fax: +84 4 8259267 E-mail: registry@undp.org.vn 
Women are encouraged to apply. Only short listed candidates will be contacted, 


THE WORLD BANK 


Position-Financial Economist 


The World Bank’s New Delhi Office seeks to hire a 
financial specialist in the areas of banking and capital 
markets. The economist will be expected to follow the 
developments in the financial sector in India and 
contribute to World Bank reports and operations in 
banking and capital market development. The 
consultant will work with the World Bank Financial 
Sector and Private Sector Development Team in the 
New Delhi Office. 


The specialist should preferably have a PH.D in 
economics/ finance or an MBA, with a strong focus on 
finance, and at least five years of experience in financial 
markets and institutions. The specialist should have 
excellent analytical skills and proven ability to write 
clearly, concisely, and tactfully, and a proven ability to 
communicate orally. The specialist also should have 


strong interpersonal skills, and proven ability to work 
as part of a team whose members are located in 
Washington D.C. and New Delhi. Female applicants are 
especially welcome to apply. 


The position will be in the New Delhi Office and shall 
be open ended. Applications from those on leave from 
other national/international institutions will be 
accepted. The salary will be in Indian Rupees based on 
the World Bank’s local ony scale, which is 
competitive with the upper echelon of Indian firms. 
There is no housing allowance. 


The selection process will involve an initial round of 
screening, after which selected candidates will be asked 
to send copies of some of the items listed on their 
resume for the selection of a short list of candidates to 
be interviewed. 
The candidate should submit a resume to: 
Ms. Nira Anand, Head, Human Resources, 
The World Bank, 70 Lodi Estate, New Delhi 110 003. 
Fax No. 4619393 and 
e-mail Address: nanand1@worldbank.org 
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www.careerpath.co.uk 
Fax: Email: 
USA/Canada +1 202 4781698 — cpamerica@careerpath.co-uk 


Europe 
Asia / M. East / Aus 





Executive $75K-SO0K+. Career searching into, within or out of 
Asia / Europe / M.East / U.S.? Contact for Free Info & Critique 




















+44 20 75048280 
+66 2 2674688 


cpeurope(@careerpath.co.uk 
cpasia@bkk. loxinfo.co.th 

















UNIVERSITY OF 


P BATH 


SCHOOL OF MANAGEMENT 





Be part of our success story... 


The School of Management is one of only seven UK business 
schools which hold top Funding Council (HEFCE) ratings for 
both teaching (‘Excellent’) and research (RAE Grade 5). In an 
increasingly global market the School's international reputation 
has led to significant expansion of staff and student numbers 
in recent years. To build on this success and continue its 
strategy of growth and development in both teaching 
and research activities, the School is investing in further 
academic appointments. 


Applications are invited for Lectureships in: 


Strategy, Financial Management/ 
Accounting, Change Management, 
Business Economics, Information 
Systems, International Business, 
Entrepreneurship 


Appointments at a higher level can be made in the case of 
candidates with strong research records. 





The University of Bath is a research-led institution with close 
links with industry and commerce. Its rating in the RAE 
placed it just behind Oxford, Cambridge and parts of London 
University. The beautiful and convenient location of the World 
Heritage City of Bath offers superb facilities and quality of life. 


Internet address for full information about the School: 
http://www. bath.ac.uk/Departments/Management/ 


Application form and further particulars are available from 
Peter J Hill, Director of Personnel, University of Bath, 
Claverton Down, Bath BA2 7AY (tel. 01225 826026; 
fax 01225 826559; p.j.hill@bath.ac.uk), or ‘phone the 
24-hour answerphone service on 01225 826924 quoting 
reference 99/333. 











Closing date for applications: 3rd December 1999. 


An Equal Opportunities Employer 











BUSINESS & INTERNATIONAL 
PERSONAL PROPERTY 
cMPSTARE YOUR OWN ey! SWITZERLAND 
No capital or exp. . No risk. Work + 
from home. Part Full time, Help Desk. z Lake Geneva & Alps 
© Established 1946. Clients in 120 countries. Attractive properties, overlooking views, 1 to 5 
Free Booklet. bedrooms, from SFr 250°000. Sale to Non- 
WADE WORLD TRADE Swiss citizens authorized. Leading company. 


established in 1975. Experience. Discretion. 


Dept 2¢24 50 Burnhill Road 
Beckenham Kent BR3 3LA 
Tel: +44 (0) 181 650 0180 (24hrs) 
Fax: +44 (0) 181 663 3212 
hitp:/Avww.wadetrade.com 


REVAC S.A. 
52, Montbrillant, CH-1211 GENEVA 2 
Tel, ++41 22/734 15.40 Fax 734.12 20 
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Director 
Health Department 
Based Geneva 


The International Federation of Red Cross and Red Crescent 
Societies is the world’s largest humanitarian organisation, with the 
mission to improve the situation of the most vulnerable people. 
Through its unique network of National Societies, which covers 
almost every country in the world, it directs and co-ordinates 
international assistance to victims of natural and technological 
disasters, to refugees, and in health emergencies. 


In this key role, you will support the health policy 
development, assuming the lead and direction in designing, 
executing and promoting a strategy and plan of action for the 
Federation Secretariat and delegations. You will also be working 
with and in support of the National Societies in responding to 
global health challenges. Your competencies and capabilities in the 
areas of communicable diseases and epidemic control; MCH/PHC, 
emergency health, water and sanitation, first aid and social work are 
a definite asset. You will need to develop and ensure the ongoing 
use of relations with ICRC, WHO and other agencies active in health 
and social work to be successful in this management position. 

We require a university degree in medical science, and a 
minimum of 10 years’ in a leadership position in an organisation 
working on health issues, including five years’ working in emergency 
or development work in a field environment. Experience in 
developing health programmes and strategic planning, combined 
with managerial and people leadership experience is essential. 

Applicants should send their curriculum vitae quoting vacancy 
number 99-376W ECON no later than Ist December 1999 to: 
Officer Recruitment & Human Resource Planning, International 
Federation of Red Cross and Red Crescent Societies, PO. Box 372, 
CH-1211 Geneva 19, FAX: +41.22,730,4958, e-mail address: 
vacancies@ifre org or visit our web site www.ifrc.org 

The International Federation is striving to be an 
equal opportunities employer 


International Federation of Red Cross 
and Red Crescent Societies 


FOR SALE IN GENEVA SWITZERLAND 


HIGH STANDING OFFICE BUILDING 


5 floors, 20 large offices, conference room, reception 
magnificent park of 6.700 m2 
very close to airport, highway and international organizations 
convenient for headquarters, mission building, hotel, medical center 


Please contact: 
VISION Consulting S.A. 
CH-1277 Borex 
Phone 0041 22 367 17 41, Fax 0041 22 367 21 37 
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UNIVERSITY OF CAMBRIDGE 
The Judge Institute of Management Studies 
New University Lectureships 


As part of our continuing expansion we are recruiting two 
University Lecturers with expertise in any one or more of the 
following subject areas: 






+ Corporate Finance 

e Management Accounting 

° Entrepreneurship & Innovation 

° Operations & Technology Management 
© Applied Statistics 

© Strategic Management 


Successful candidates will be required to demonstrate their 
record of excellence in research, and their ability to teach at 
undergraduate, postgraduate and post-experience levels, Salary 
will be in the range £17,238-£32,095, according to age and 
experience, To take up appointment by 1 September 2000. 


We are also recruiting for a 


Lectureship in Finance 


This is a 3-year appointment and may suit someone who is at an 
early stage of his or her academic career. The successful 
candidate should be able to teach finance at both undergraduate 
and postgraduate levels and have strong research potential in 
any area of finance. Salary will be in the range £17,238 to 
£22,579, according to age and experience. To take up 
appointment from 1 September 2000. 

Further details and application forms may be obtained from: Lindsay 
Abbott, The Judge Institute of Management Studies, Trumpington 
Street, Cambridge CB2 1AG. Tel: +44 (0)1223 339700, fax: +44 
(0)1223 339701, or e-mail: enquiries@jims.cam.ac.uk. Closing date: 
Friday 17 December 1999, 

























The University is committed to equality of opportunity. 






CONFERENCES 






Are You a Young Leader? 


The U.S.-lapan Foundation is accepting nominations of 
and applications from U.S, and Japanese citizens aged 
28-42 from a broad variety of fields to attend the first 
japan-America Young Leaders Conference 
in Seattle, Washington, August 19-27, 2000. 
For more information and to apply see; 
www.jaylp.org 











BUSINESS & 
PERSONAL 





U.S. CORPORATIONS AND 
LIMITED LIABILITY COMPANIES 
(LLCs) SET UP INSTANTLY IN 


DELAWARE, OR OTHER STATE, BY 
PHONE, FAX or INTERNET 


Your headquarters may be anywhere in the 
USA or other country. No minimum capital 
requirements. No lawyers necessary, Most 
major corporations are incorporated in 
Delaware. FREE Delaware Incorporation 
Handbook (Sth Edition). Registered agent, 
shelf corporations, legal address in 
Delaware and mail forwarding. U.S, bank 
account opening service. VISA/MC/AMEX 
CALL ANYTIME Tel: 1.800.423.2993 
(toll free) or +302.996.5819 
Fax: 1.800.423.04523 (USA/Canada only) 
address in or Fax: +302.996.5818 
E-mail: inc_info@detbusine.com 
Internet: http://www.delbusinc.com 
Delaware Business Incorporators,Inc. 
3422 Old Capitol Trail, Dept. TE 
Wilmington, DE 19808-6192 


Se aam mme sen mm mee ee ee Se se ee te ee a a coe e- 


[On ee ee 
Ln es int ht m sa ma te en te 





BUSINESS 
OPPORTUNITIES 


PITAL AVAILABLE 


Immediate & unlimited for all legal, 
viable, commercial projects on a global 
basis. Min, U 500K 
Max, none. Inr, 2-3% 









i 













over LIBOR. 
For details cali 
IBC Cal. (510)383-9245 
or jtomasi ibccal@yahoo.com 


OFFSHORE COMPANIES 


* Ready made companies 
* Full corporate administration 
* Trade services (L/C, shipping) 
* Banking/Accounting services 
* China business development services 
Contact Stella Ho for immediate services 
& company brochure 
NACS LTD 
Room 1108, Aibion Plaza 2-6 Granville 
Road, TS.T, Kowloon, Hong Kong 
E-maiinacs@hk super.net 
Tel (852) 2724 1223 
Fax: (852) 2722 4373 
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BUSINESS & PERSONAL 


Fulfilling Britain’s commitment to: reduce world poverty 


APPOINTMENTS 





Department for 
International 
Development 


DFID 


DFID is responsible for managing the UK Government's technical 
assistance programme for the countries of Central and South 
Eastern Europe. In these countries DFID is supporting the process 
of transition to market economies and pluralist democracy in ways 
that ensure that benefits are sustainable and spread through all 
levels of society. 

DFID wishes to engage.a suitably qualified individual consultant to 
act as: financial sector field manager’ under,.the: supervision 
of DFID’ Senior. Governance Adviser. (Finance). Working as part 


cof a; multicdisciplinary team, you will provide specialist -skills 
- and knowledge of the financial sector, and apply these to the 
` design implementation of technical assistance programmes agreed 


with partner governments and agencies contained in Country 
Strategy Papers. 
QUALIFICATIONS AND EXPERIENCE 


“An excellent communicator capable of working and influencing at 


very senior levels, you will have a professional. background in one 
or more óf the following core technical areas and a sound grasp of 
the others: commercialisation and privatisation of enterprises; 
development of capital markets; micro-credit; bank reform and 


Linda Sloan, O) Branch, Departm 


CENTRAL AND SOUTH EASTERN EUROPE 


restructuring; insurance and pensions; financial markets regulation; 
accountancy reform and insolvency. 


The consultant will need to demonstrate skills and experience in 
carrying out successful institutional development and reform. 
Knowledge of DFID’s project cycle management procedures 
would be an advantage but full training will be given to the 
successful applicant before taking up the engagement. 


TERMS OF APPOINTMENT 


The engagement will be for up to two years, with a review point 
after one year. There will be the possibility of extension for a third 
year. 


This is a part time consultancy, the precise number of days input 
required will be agreed as part of the contracting process, but is 
expected to be in the range of 120-150 days per annum. The 
planned start date is January 2000. Fee rates are negotiable, but are 
expected to be in the range of £75,000 for a 150 day year. Terms 
and conditions, including travel and subsistence, will be in 
accordance with the standard DFID contract package. 


This post is only open to British citizens. 
Closing date for receipt of applications is 30 November 1999. 


os Applicants should in the first instance obtain the full terms of reference (quoting reference AH360/99 8386/TE), from 
ent for International Development, Abercrombie House, East Kilbride, 


Glasgow G75 8EA or fax (01355) 843183 or e-mail -sloan@dfid.gov.uk http://www.dfid.gov.uk 


The Department for International Development (DFID) is the 
British government department responsible for promoting 
development and the reduction of poverty. DFID is committed 
to the internationally agreed target of halving the proportion of 
people living in extreme poverty by 2015. 


DFID works in partnership with governments, international and 
national non-governmental organisations, the private sector and 


institutions such as the World Bank, UN agencies and the 
European Commission. Most of our assistance is concentrated 
on the poorest countries in Asia and sub-Saharan Africa, 

but we also work in middle income countries, and in Central 
and Eastern Europe. 


DFID adheres to the Civil Service's Equal Opportunities policy. 











CANADA IMMIGRATION 


MENT & EMPLOYMENT OPPOR 


CES OF COLIN R. SINGER, 
hip & Immigration Law 


a Dud. 
3511 Sdverside Rd, #105-£C © Wimi DE USA 
302-477-9800 © 800-321-CORP # FAX 302-477-981} 
E-mail: comp@delieg.com © faternet: http; //delreg.com 


LUXURY SERVICED APARTMENTS NEAR HARRODS 
CHOOSE FROM A SELECTION OF BEAUTIFULLY 
APPOINTED STUDIO AND ONE BEDROOM 
APARTMENTS IN KNIGHTSBRIDGE 
ALL FULLY EQUIPPED WITH MODERN FACIUTIES 


12 OVINGTON SQUARE 
KNIGHTSBRIDGE SW3 1LN 
TEL: 0174-584 5466 FAX: 0174-584 2912 
Moil: in uites. com 
Web Site: wwwlondonsuites.com 
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| Save on the materials you need! 


2nd PASSPORTS 
OFFSHORE COMPANIES 


Maritime International Ltd. 
Bay View Place, Crosbies 
St. John’s, Antigua, West indies 
Tel: +1(268)461-2024 Fax: +1{268)462-2718 


Email: maritime@candw.ag 
http://www.milonline.com 


"A decade of confidential service” 





ON-LINE 


WOOD AUCTION 





Sell the products you don't! 
Fast, safe, neutral, secure. 


+ Large quantities to one-offs 
* Tools and equipment 


Industry news, 2 
eWond 


free newsletter! 
www.e-Wood.comycgs 





Or call +01 781 283 5757 





sto all 


other desti 
one tir e 


economist@newworldtele.com 


e 


1402 TEANECK ROAD + SUITE 114 - TEANECK, NEW JERSEY - 07666 - USA 
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The Financial Services Authority 
(FSA) is the integrated 
regulatory authority for the UK 
financial services industry. 
Its scope extends to banking, 
securities and investments, 
building societies, insurance, 
friendly societies and 


credit unions. 


2ND PASSPORTS, DRIVER'S 
LICENCES, DEGREES, BANK 
A/Cs, CAMOUFLAGE PASSPORTS. 
GMC 
Fax +3 120-824 1407 
Email: 10041 3.3245 @compuserve.com 
hitp:/www.global-moneyv.com 


R 
“We Can Help” 


hipa wwsomjen com 


(A six month appointment, commencing in February 2000.) 


Ready to shape the future of 
financial regulation? If so, this is 

a great opportunity to advance your 
career with the FSA - the integrated 
regulatory authority for the UK 
financial services industry. 


This is a stimulating and varied role 
in which you will be investigating 
regulatory and market-led 
developments in financial markets, 
then advising senior management 
about their implications. A skilled 
economic analyst, you will also lead 
policy and research projects, 
identifying issues of critical 
importance to our senior policy 
makers. You should combine a post- 
graduate degree in economics with 
relevant research and analysis 
experience in a central bank or 


TO CANADA 


Kebelstoke 


REAL. TOUGH, LEATHER. 


lnunigration Matters 
& Perersore 
Classic horsehide coats 
that last a lifetime. 
194164666649 
1*888*REBELSTOKE 
www.rebsistoke.com 


btfena@ sompen.com 
£3, 12 St 


other regulatory organisation. 

As well as a detailed knowledge of the 
world’s leading financial markets, 
you will ideally be familiar with 
market and regulatory issues in a 
major non-EU jurisdiction. Excellent 
all-round communication skills will 
also be essential. 


For an application form, please write 
to Julie Hutchinson, HR Division, 
Financial Services Authority, 25 The 
North Colonnade, Canary Wharf, London 
£14 5HS, or telephone 0171 676 3496 
quoting reference JH713. 


Closing date for receipt © = 
ae = 
of application forms: — cni 


18th November 1999. O — 


FSA 


eal $850. US Delivered 


Offshore Company Formation 
We also assist in Bank Account Setup, 
Visa or Mastercard Debit Card, 
Investments 
Globex: 242-326-3471, Fax: 326-3469 
globexitbatelnet.bs 


OFFSHORE COMPANIES TRUSTS FOUNDATIONS 


Since 1977 The ICSL organisation has specialized in the establishment and administration of Offshore Companies, Trusts 
and other structures with emphasis on Tax Mitigation, Asset Protection and Privacy. We also arrange no tax /low tax 
residency and alternative citizenship and passport. For information or an initial consultation without obligation please 
contact your most convenient ICSL office, Our aim is to provide Quality Service at Reasonable Cost. 
CANADA - JACQUE LAPINE IBERIA - ROD RAMSDEN LLB LLM UK - PEYMAN ZIA 
International Company Services (Canada) Ltd {CSL Iberia Limitada international Company Services (UK) Ltd 
Tel: +1 450 679 7452 Fax: +14505794263 Tel; +351 13142030 Fax: +3511 314 2031 Tel: +44 171 493 4244 Fax: +44 171 491 0605 
Email: icscanada@cedep.net Email: por@ICSL.com Email: uk@ICSL.com 
URUGUAY - Dr. CARLOS QUERALTO 
International Company Services S.A. 
Tel: +598 2 902 1165 Fax: +598 2.902 1191 
Email: uy@ICSL.com 


USA (WEST) - KASRA SADR JD USA (EAST) - JERRY BAKERJIAN BBA 
International Company Services (USA) Inc international Company Services {USA} Inc 
Tek +13105508712 Fax: +1310 205 7973 Tek +19549431498 Fax: +1954 943 1499 

Email: usawest@ICSL.com Email: usa@@iCSL.com 
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Europe made easy 
Crossair of Switzerland, Europe's largest regional airline, offers more than 28 daily departures 


from the the UK and Ireland to Switzerland. In addition, Crossair also offers more than 100 desti e 
nations in 36 European countries through its EuroCross hub at EuroAirport Basle. Contact your crossair 
local travel agent or Crossair +44 845 607 3000. www.crossair.com $. ‘ie Qualiflyer Group 
























SOVEREIGN 


Innovative and cost-effective solutions to protect your assets and minimise your (ax. The Sovereign Group is a professional global practice of 
leading tax specialists, operating in 13 jurisdictions worldw ide for over 10 years. For complimentary copies of our guides to international tax planning 
and trustee services, please contact your most convenient Sovereign office. Alternatively call for expert practical advice free of obligation or charge. 
USA LL ANDREWS GIBRALTAR: DIANE DENTITH UNITED KINGDOM: SIMON DENTON T.C.L: PAUL WINDER 
T 1 757 363 9669 Te 7617: Fek: +44 (0)207 479 7070 Fel: +1 649 946 S05 
1 757 363 9668 350 7015 Fax: +44 (09207 439 4436 541 649 946 

ria sovereigngroup.com 


HONG KONG: STUART STOBIE 

T +852 2542 1177 Tel: 
545 0550 

overcigngroup.com t d sovereigngroup. com gibia sovereigngroup.com uk soverejgngroup.com 


www.sovereigngroup.com 















SLOVENIAN COMPANY IS 
OFFERING REPRESENTATION 
SERVICES IN SLOVENIA AND 


Immigration & Investment J} OF F KJ keli New Authors 
in USA, Canada, Publish Your Work 


Australia & Spain 



















































S READY MADE COMPANIES ALL SUBJECTS CONSIDERED IN YUGOSLAVIA AND IS 
Are you looking for LOWEST ANNUAL FEES write or send your manuscript to: LOOKING FOR BUSINESS 
permanent residency in the NOMINEE SERVICE MINERVAPRESS PARTNERS. 
independent category or as BANK INTRODUCTIONS 315-317 REGENT STREET, Contact us: 
an investor? OFFSHORE CREDIT CARDS LONDON W1R 7YB, ENGLAND Fax: ++ 386 65 201 450 
Funds GE) Express Www. minerva-press.co.uk E-mail: plus.international@mailcity.com 


Documentation including 


investment opportun ities ‘Yel: 4353-1-6790600 Fax:+353-1-6780475 
oh) i Dae P: j Ridge House, 1 Conyngham Road 
stipplied for only $30 USD Side iia 


Tol:4357-2752418 Fax:+357-2766722 


Established since 1980 Company Specialists 


SROHSHEHSHHRSHSSOAOHSHSHSHSHESHEHHTESHEHHESEASHSOBEDS 


Dr. Abdi Consultant International E-mail: FundsE xpress @clubiie 
reas } ) Cyprus: (= 5 re) g = 
2 ona (Spain) 


The Company Store Group Ready made & own choice of name 
s ETN International is one of the longest Co's available in UK & worldwide, 
Strategic . Innovative . Creative established professional firms free advice & colour brochure. 











































company and trust E We guarantee the 
Bachelors . Masters . Doctorates formation. We z feast s lowest fees. 

be nae es eas believe that we offer 

ome study degree *Most professional business/management fields N £ 

X halions or residency re *Credit for prior learning/experience* the quickest service 

+ Credit awarded fo *Accelerated programs* and the most , F nee 
exp ~ "international faculty* : competitive fees, with services, domicilation, 
* (ermational facul Neneda E Cormat no idden extras. We bank introductions, 
ear round admissions i $ S 

* Programs at the Bachelor, Master and Doctoral *No cost Evaluation" undertake to refund the difference, mail, tel, fax, e-mail and 





5 flee if you can obtain the same services associated services, 

ce Ar earrann aumnlsetans American Acadèmy of International elsewhere at a lower cost. m All major credit cards accepted, 
Details from: The Registry. Fairfax University, p 
2900 Wesi Pork Drive, Suite 200, Baton Rouge. 















Management 


Details from: www. aimed com . info@aimedu.com 5 ary THE COMPANY STORE GROUP 


AAIM . P O Box 1161. Pierre . $D . $7501. USA i TES AKENTAS ANDA riigi 


EnA PE 26 North John Street, Liverpool L2 9RU, UK 
Tel: +44 (0) 151 258 1258 (24hrs) 
Fax: +44 (0) 151 236 0653 
e-mail: enq@companystoreworldwide.com 













Bachelor ° Master ° Ph.D. 
Business (GMBA Majors) - Engineering / 
Liberal Arts - Computer 
Accelerated degree programs * Academic credit for work 
jence * Students from 112 countries and 36 states in 
the USA © Send 2 page resume/C.V. for no cost evaluation. ^ 
PO, Box 1138, Bryn Mawr, PA 19010-USA 
fax: 610.527.1008 * e-mail: admissions@washint.edu * www.washint.edu 







America’s 
Preferred 
Distance 
Education 
University 





Visit our comprehensive website: 
w.companystoreworldwide.com 











REEPHONE (UK) 0800 26-26-62 





118 THE ECONOMIST NOVEMBER 13TH 1999 


OFFSHORE f OFFSHORE COMPANIES 
Cc 
coms Anes & TAX PLANNING 


SORNE | WORLDS No. 1 AWYER 
Well r È ie PROVIDER 
: j 8 75 our world wide stafi The SCF Group is probably Europe's premier LICENSED 























trust and management practice fully owned and operated by 

qualified lawyers and accountants. Unlike many competitors, 

react Martin Neville conomists and bankers N the Group is fully able to meet your entire individual and 
0) 1624 677949 : ae corporate tax planning needs whilst our in-house 
terprise.net intemational tax and a management capabilities allow for added confidentiality and 
fielg using all of the major low tax areas extremely competitive fees. If you or your company want to 
Grou p DoT bir Bower of protect your hard-earned assets and not let them go up in 
Salisbury House, Victoria Street arrange smoke, please contact us today. 


nea ar o à + 100's of Companies immediately available! 
OFF SH ORE a Asset protection trusts + Full Management & Nominee Services 


: sesh + Secure Bank introductions 
COMPANIES Ẹ vices 


i + Family Settlements & Asset Protection 
NOMINEE & MANAGEMENT. SERVICES i ! o Trust & Foundation registration 
min services 









eee : e Fiscal Migration 
ment & ad i r © A ; : 
BVI £275 m Manage sea Full Tax Planning Services 
GIBRALTAR £275 : + GUARANTEED CONFIDENT! 
ISLE OF MAN £275 e ULTRA COMPETITIVE FEES 
BELIZE £275 | i 
BAHAMAS £275 


OTHER JURISDICTIONS AVAILABLE “COMPANIES AVAILABLE 


FROM us$350 
PROFESSIONAL SERVICE PROVIDED BY 
IN HOUSE LAWYERS & ACCOUNTANTS LUXEMBOURG MADERA 


Eveline Karis Ð Fiske De Gouveia 
CREDIT CARDS ACCEPTED Tel 4352 224 266 Sc. MBA, MSL MM CA LDA 


Fax: +282 224 287 


Ld = foma ees Ried E m 
For the ultimate TAX pikes / offshore company 
website, brochures and much more please visit us at 
www.scfgroup.com 


Rec. as one of the top 30 financial websites by the 
Financial Times ot Londons’ International Magazine 
C a ee 



























FOR A FREE & FRIENDLY INITIAL CONSULTATION OR FULL COLOUR BROCHURE SENT OUT WITHIN 24 
x HOURS PLEASE E-MAIL us aT Offshore@scigroup.com OR CONTACT ONE OF OUR OFFICES: 
FIDUCIARY MANAGEMENT ee 


13 WIMPOLE STREET Jenny Kompulainen Oa LONDON DUBLIN MADEIRA MALAYSIA 
LONDON W1M 7AB Tet +268 9 6960 2589 Oe Eee 3982 90-100 Sydney St, 27-29 Lower Edifico Marina Forum, Level 2, Lot 19, 

, Fax: «258 9.6969 2503 J! +55 505 3382 f t ani Š é ; 
TEL: 0171 436 81 00 Fax: +65 535 3991 Cheisea, London, Pembroke St, Avenida Ai . Lazenda Commercial 


HUNGARY HONG KONG SW3 6NJ, UK Dublin 2, IRELAND 3rd Floor, Suit 305, Centre, Phase 3, Jalan 
FAX: 0171 436 8188 Laszlo Kiss BSc {Econ} 




















H Raymond Choi Tel: +44 207 352 2274  Tek+353-1-662 1388 9000 Funchal, Okk Abdullah, 87000 

Email: fides3@fiduciary.co.uk Ce ee u MBA MUA ip) Fax:+44 207 7950016 Fax:+353-1-662 1554 Madeira, PORTUGAL Labuan FT, MALAYSIA 
http //www.FiduciaryGroup.com venus yO iu : j e-mail: e-mail: Tel: +351 291 202 840-8 Tel: +60 8 742 1644 
Please quote: Economist Gira Geiiiads Ofishore@scfgroup.com — offshore@scfintl.iol.ie tacta 20 202 849 acre a by 1846 
Mayan is sef@hibemian.pt seftrust@tm.net.my 






Fax: +357 2 673 463 


OFFSHORE BE cn THE SCF GROUP 





































































TRUST & MANAGEMENT LDA tees 
wh ~ h SED Taust & Co} 
TAX - FREE =v 
Companies world - wide 
Formation and administration of 
companies, opening o k accounts 
tel ail forws ` = 
TED KI NG] DON OVERSEAS COMPANY opion is a ading provider of project management a consultancy pce 
a ri ce n heal with a focus on reproductive health. We work with nationa 
L 4 AVEC O Ltd REGISTRATION AGENTS LTD governments, international development agencies and NGOs around the world to 
Clos de Saignie, Sark, PO Box 55, Ramsey, help implement effective health policies and programmes. 
United Kingdom, GY9 OSE isle of Man, Great Britain, IM99 4EE Options has access to over 1,000 specialists in health and direct experience of working in 
Raymond Terry Gibson E-mail: economist@ocra.com 40 countries. For further information, Tel: +44 171 383 2494. Fax: +44 171 388 1884. 
Pel: rd4- 148] .832-542 TEL: +44 1624 815544 Internet: http/www.options.co.uk Email: into@options.co.uk 
Fax: +44-1481-832-116 FAX: +44 1624 817080 ; : 
— Co P LONDON! A PEIE 


Tel: +44 171 355 1096 Fax: +44 171 493 4973 
1509002 CERTIFICATED 


Toll Free From USA: 
a For a no-obligation confidential consultation, 


1 800 283 4444 ved Mi together with free explanatory brochure contact: 


Toll Free From UK: he omens w WORLDWIDE CORPORATE 
0800 269900 = South Kensington, London SW74DG, UK a SOLUTIONS LIMITED 


www.ashburngardens.co.uk 


a info@ashburngardens.co.uk a TEL. + 44 1624 827 1 53 


aTe Com Tel: ++44 207 370 2663 FAX. +44 1624 827154 


OCRA Worid Wide is a member of the Estate and Fax: ++44 207 370 6743 X if 
General Group established in 1935 SEER eE E Mail solutions@advsys.co.uk 


Quality serviced apartments offering best vali 
Bis mo 


for mone 





om E TRUSTS FOUNDATIONS 


Over 15 years of specialist compony farmation 
& management services. 









“mail matay.hu 








-147-444 

4234- 147-666 
E-mail mbank@canada.com 

Website: www.laveco.hu 
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ECONOMIC INDICATORS 














OUTPUT, DEMAND AND JOBS Japan revised down its second-quarter GDP growth, to only | 
‘ Š $ ş ee Economist 

| 0.1%.Germany’s industrial production fell by 2.5% in September, leaving it 1.1% lower thana year | 

ago. In the same 12-month period, Britain’s industrial output rose by 0.9%. In October America’s | 
jobless rate fell to 4.1%, a near 30-year low;Canada’s fell to 7.2%, its lowest since March 1990. i 


COMMODITY PRICE INDEX 
Oil prices rose to $24a barrel this 
week, close to a three-year high. They are 
| likely to stay high over the winter as pro- 
duction cuts by opec begin to bite. The In- 





















% change at annual rate The Economist poll Industrial Retail sales Unemployment r ; i 
Beene GDP ___ GDP forecasts. ) _ %rate — | ternational Energy Agency says oil stocks in 
ths! Ayet Aye aest year ag° | rich countries fell by 1.8m barrels a day in 
na + 1.3 92 +59 03 73 0a 76 ti a 
ease ea a ae September to 2.7 billion barrels; it reckons 













that excess stocks will be drained this 
month. As demand for oil rises during the 





“148 oat 12 


$9 Ant 63 














northern-hemisphere winter, stocks could 











fall at a record rate, to reach a low of only 2.1 
































+ 16 Q 


France EE “ait se 18 | billion barrels by the end of March, assum- 

Germany 209 -11 sp _ +07 ag 105 0a 107. | ing that opec countries adhere to their 

italy z +57 +107 ag -07 Aw 14m 120 | agreed output quotas. World oil demand, 
+09 +161 + 2.6 See <19 Aw 4.6 Sep 













which was almost 75m barrels a day in the 
third quarter, is forecast to rise to 78m bar- 
rels a day by then. 





1990=100 


% change on 
one one 
_month year 





Nov 2nd Nov 9th* 


td 9 Aug +34 hunt 10.7 _ 








*Not seasonally adjusted t Average of latest 3 months compared 
September § lul-Sep Siul-Sep 
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with average of previous 3 months, at annual rete. Hun-Aug, claimant count rate 4.2% in 
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The Economist poll 
consumer prices forecast 
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Crude oil North Sea Brent 
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een EL A 
W PORTUGAL In its latest report on Portu- 
gal, the orco says that the country has 
turned in a “remarkable” economic perfor- 
mance since the mid-1990s. GDP has grown 
by an average of 3.5% a year, almost touch- 
ing 4% last year. The unemployment rate 
has fallen from more than 7% to 5%. Al- 
though inflation rose last year to 2.8%, this 
was largely due to temporary factors, such 
as a rise in the price of fresh food, and not 
just to the high pressure of demand. 
Growth now appears to be slowing a little, 
but that, says the oecp, may be no bad 
thing: the economy might otherwise have 
overheated. The orco says that, despite 
their recent success, the Portuguese still 
have more work to do: in particular, a bud- 
| getary adjustment programme that is due 
to run in 1999-2002. 









































% increase on a year earlier 
Portugal 
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FINANCIAL INDICATORS | 


MONEY AND INTEREST RATES America’s bond market continued to rally, although Trea- 
suries took a bit of a knock on November 10th. Thirty-year yields ended the week to November | 
ioth at 6.09%, down from 6.14% a week earlier. i 

| 


Money supply* Interest rates % p.a. (Nov 10th 1999) | 



















; over- 2-year _10-year gov't | 
narrow night prime gov't bonds latest? 

nee 3 ee i adh testo : | 
+70 | 
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US 30-year 6.09% 
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__ Trade balance”, $bn n CUNEN account Exchange rate _ = 
latest latest 12 $bn The Economist poll trade-weighted* 
month months fatest 12 mths % of GDP, forecast Nov 10th year ago 
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W TAXES The grabbing hand of government 
is as rapacious as ever. In 11 of the 15 rich 
countries in our chart, tax revenues have 
risen as a share of Gpr in the 1990s, accord- 
ing to the oecb. The biggest rise has been in 
Italy, where taxes are up from 38.9% of GDP 
in 1990 to 43.5% last year. But the tax burden 


has also increased in less interventionist | 


economies, such as America and Britain. In 
four countries the tax share has fallen: Swe- 
den, the Netherlands, Spain and Japan. 
Sweden's taxes are down from 55.6% of GDP 
in 1990 to 53.0% in 1998, but they are still the 
highest in the table. Taxes in the Nether- 
lands have declined proportionately the 
most, from 44.6% of GDP to 41.0%. 
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@ RISKY ECONOMIES The chart shows 
country-risk ratings for next year produced 
by the Economist Intelligence Unit, a sister 
company of The Economist. (Its new report 
covers a total of 93 countries.) A country’s 
overall score takes account of 77 different 
indicators that reflect such factors as politi- 
cal stability, quality of governance, mone- 
tary and fiscal policy, regulatory policy, 
current-account balances, debt, financial 
structure and liquidity risk. Political risk has 
a weight of 22% in the overall score. The risk- 
iest country in the chart is Russia, with a 
score of 78 out of a maximum of 100. Hot on 
its heels are Indonesia and Pakistan. At the 
other extreme, the riu reckons that Singa- 
pore and Taiwan are the safest countries in 
which to invest, with scores of 16 and 24 re- 
spectively. Looking at regions as a whole, 
Asia, despite its recent crisis, remains the 
safest, with an average risk rating of 48. The 
Middle East has an average risk score of 53, 
Latin America 54 and Eastern Europe 58. But 
Africa (60) gives the most sleepless nights. It 
includes two very risky countries not in the 
chart: Angola (93) and Nigeria (77). 
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| ber. Malaysia’s rose to19.3% in the 12 months to September. But the Czech Republic’s fell by 2.2% 
| and Turkey’s slumped by 9.7%. Indian consumer-price inflation slowed to 2.1% in the 12 months 


to September, Mexico's to 14.9% in the 12 months to October. 


































































































































































% change on year earlier Latest 12 months, $bn Foreign reserves*, $bn 
-gbp industrial Consumer Trade Current Latest Year ago 
production prices balance account 
China _ = wt AO Oe. 08 Sep. ATG seg o PeR a 154.0 aug 144.6 
HongKong +07 -66a - £ 
India + 63 aug + in 
indonesia +10.2 Q2 + 16 00 +22.3 sep 
Malaysia x & 19.3 sep + 2.1 sep +18.8 Sep 
Philippines + 36a +143 mg + 5 
Singapore #142 sep 
South Korea ae 18.1. Sep . +26. $ 
Taiwan z — Tai Sep 4 0.4 oa 7 +10 0 sep 
Thailand _ “Visas OS Oa + 99 Se the 
Argentina ~ 49 a ~ 5.1 Sep z: 17 oa 
Brazii Bt OD w+ 6 
Chile - 3.6 Q2 ~ 1.3 Sep - 2.0 a 
Colombia ~ 76 2 z 87 Aug 59 1998 
Mexico ZOTE J500 
Venezuela na EF + 3.9 Ap ~ 18 04 ~ 
Egypt oe: La 
Greece 
israel 
South Africa ni oz ote e 
Turkey - 20 a2 - 93.7 sep -13.7 Aug 
Czech Republic + 0.3 2 = 22 sep ~ 2.0 sep 
Hungary + 3.8 @ +10.7 Sep ~ 2.3 sep 
Poland + 3.0 2 + 8.9 sep ~ 13.8 sep 
Russia + 183 +20.2 sep + 62.0 sep +30.9 Aug 





“Excluding gold, except Singapore: IMF definition tysibie and mnasible rade balance. SYear ending June Tihyew senes 


FINANCIAL MARKETS Investorsin Istanbul and Moscow were especially cheery in the week 
to November toth, as their respective markets rose by 15.7% and 16.2%. Istanbul hit an all-time 
high, as the chancesof a new loan from the mr seemed toimprove. Moscow continues to bene- 
fit from the rise in oil prices this year. 


Currency units interest rates _Stockmarkets ___% change on 











per $ per £ short-term Nov 10th 













































Nov 10th year ago Nov 10th % p.a. one in local ins 
week currency terms 

China _ 8.28 8.28 1,540.3 18 Ut 26 oe 26.3 i 
Hong Kong 777 7.74 13,975.5 391 + 386 
India 434 42.3 ; 
indonesia 6.950 7,800 
Malaysia 7 3.80 3.80 
Philippines 403 406 



























































Singapore 1.67 165 2 

South Korea Tigo 1315 1,918 

Taiwan aia BSG 

Thailand 3930 367 634 

Argentina ____1.00 _ 1.00 1.62 

Brazil 4.93 119 314 

Chie 543 a62 OO 883 OO O S 

Colombia 1,949 1,567 3,168 l ~ 99 

Mexico 943 100 15.3 = 963. + 506 
Venezuela 632 567 zas 199 5,6028 -36 + 170 + 44 
Egypt At 341 5.55 

Greece O a āū wm M 

israel __ 4.20 4.24 6.83 

South Africa 6.14 57 100 O n30 

Turkey 494,045 294,305 803,169 70.00 84 +i 

Czech Republic 349 29.7 56.8 5.92 

Hungary 245 217 "398 “a3 71853 

Poland 429 344 698 1787 4922 å - 3, 

Russia 26.2 16.20 425 “SE000 m10 i62 + 1287 + 883 





*Proxy, due to lack of inter-bank market tNov 3rd. tNew series, inflation-adjusted. Sin dollar terms. 


Sources: National statistics offices, central banks and stock exchanges; Primark Datastream; EIU; Reuters, Warburg Dilton Read; J.P Morgan; Hong Kong 
Monetary Authority; Centre for Monitoring indian Economy; FIEL; EFG-FHermes, Bank Leumi Le-israe!; Standard Bank Group; Akbank; Bank Ekspres, Deut- 
sche Bank Russian Economic Trends ; 
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THE APPLIED RESEARCH COUNCIL 
BARR 


The Applied Research Council 


Management of the Applied Research Fund 
Invitation for Expression of Interest 


The Applied Research Council has pleasure in inviting expression of interest from venture capital 
firms for the management of the Applied Research Fund. 


The Council is a private company fully owned by the Government of the Hong Kong Special 
Administrative Region. Its mission is to encourage technology ventures in Hong Kong. 


The Council intends to appoint a private sector venture capital firm that has the experience and 
expertise in managing technology-related investments to manage HK$250 million of the Fund. 


The Council would like to invite expression of interest from interested venture capital films for 
Stage I of the selection exercise. 


Guidelines on the information to be included in the expression of interest can be obtained from - 


The Secretary 

The Applied Research Council 
14/F, Ocean Centre 

5 Canton Road 

Kowloon 

Hong Kong 


(Fax No. (852) 2377 0730) 


A briefing session will be held on 17 November 1999 at 3:00 p.m. at Tang Room, 4/F, Furama 
Hotel, Central, Hong Kong for interested parties to seek additional information or clarification 
about the Fund. If you would like to attend the briefing, please contact the Council Secretariat at 
the above fax number or at the following email address : arc@id.gcn.gov.hk 


The deadline for submission of expression of interest is 26 November 1999 5:00 p.m. 


Following the expression of interest, the Council will draw up a list of firms to be invited to 
submit detailed proposals for the management of the Fund. 


The Council reserves the right either to restrict the list to those who have submitted an expression 
of interest or to extend the list. The Council also reserves the right not to proceed with the 
selection process. 
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Croatia's slow advance 


Sir—In your article on Eastern 
Slavonia (“The Danube’s bonny, 
bloody banks”, November 6th) 
you rightly say that many Serbs 
have remained following the end 
of the UNTAES mission in 1998. 
The multi-ethnic police force es- 
tablished by untaEs continues to 
perform well, as do several other 
reintegrated public institutions. 
This is to Croatia’s credit. 

However, as is the case in so 
many parts of the Balkans, res- 
ponsibility for the slow trickle of 
returning Croats lies with the 
flawed. policies of nationalist 
leaders. In 1995, I urged the Cro- 
atian leadership to facilitate and 
encourage economic develop- 
ment in the region. Their fears 
that political and military stabili- 
sation, together with economic 
development, would cause a large 
number of Serbs to remain meant 
that these calls were rejected. 
Moreover, Croatia did little to fa- 
cilitate economic assistance to the 
region from willing international 
donors such as Belgium. Thus one 
of the richest and strategically 
most important areas of ex-Yugo- 
slavia remains an under-popula- 
ted wasteland where the lack of 
economic prospects creates a 
greater divide between Serbs and 
Croats than any so called “an- 
cient ethnic enmities”. 

The lesson for international 
peacekeeping is clear. Economic 
development is the essential 
foundation for peace-building 
and reconciliation. In the absence 
of adequate economic resources 
to stimulate local economic 
growth, the achievements of even 





a successful peacekeeping mis- 


sion are most likely to be short- 
lived and the investment of the 
international community lost. For 
peacekeeping missions to achieve 
a lasting legacy, they must be sup- 
ported economically as well as 
politically. 
Jacques PAUL KLEIN 
uN Special 
Representative in 
Bosnia & Hercegovina 


Sarajevo 


Poor health 


Sirn—Jerry Hausman (Letters, No- 
vember 6th) castigates the British 
government for using relative in- 
come as a preferred poverty mea- 
sure. He fails to recognise the tre- 
mendous health implications of 
relative poverty. It is well docu- 
mented that a strong relationship 
exists between common health 
indicators—for example, life ex- 
pectancy, all-cause mortality— 
and income distribution, whereas 
its association with absolute mea- 
sures such as GNP per person is 
much more tenuous. These find- 
ings have been rigorously tested 
in oecp countries as well as some 
newly developed countries such 
as Taiwan. 

Therefore, greater income: in- 
equality means poorer health. 
Psychosocial stress from relative 
deprivation, disrupted ‘social co- 
hesion, disinvestment .in social 
capital and underinvestment in 
human resources have all been 
cited as possible contributors to 
this phenomenon. Perhaps this is 
really why relative poverty is 
New Labour's favourite measure, 
putting the health and welfare of 
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its citizens before the interests of 
Bill Gates and his millionaire co- 
workers: should ‘they decide to 
emigrate if Janet Reno gets her 
way: 

GABRIEL LEUNG 
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Canada's top crop 


Sir—Shame on The Economist 
for not recognising that it is drug 
prohibition itself that lies at the 
heart of Canada’s marijuana- 
smuggling problem (“Canada 
goes to: pot”, October 30th). As 
America insists on the global- 
isation of its drug laws it runs the 
risk of making the situation much 
worse in countries that practise 
more lenient and perhaps saner 
policies. It is no wonder that 
smuggling has increased. Ameri- 
ca’s approach has upped going 
prices to around $6,000 a pound; 


“as with. any business, sellers al- 


ways look for a good market for 
their. wares. 

Furthermore, you should real- 
ise that tighter drug laws will not 
deter smuggling but instead will 
breed tougher, nastier and better 
organised drug networks as has 
been the case with the South 
American cartels that manufac- 
ture and export cocaine. The rest 
of the world should stop being 
bullied by America’s failed drug- 
control policies and realise that 
the “War on Drugs”, like alcohol 
prohibition before it, is doomed 
to create more problems than it 
solves. 
New York Dora GRUNER 
Sones | 


Unsanctioned 


Sir—Sanctions are the worst-de- 
fined of policy instruments (“Un- 
satisfactory sanctions”, Novem- 
ber 6th). To cover the expulsion of 
ambassadors, prohibitions on 
sporting teams, arms embargoes 
and economic warfare with the 
same word is to strip it of its 
meaning. As a result, I would ac- 
cept your claim that lifting sanc- 
tions unilaterally is unwise if you 
mean removing the arms embar- 
go on Iraq. However, if you are ar- 
guing that we should continue to 
inflict hardship on the people of a 
regime that we claim cares not a 
whit for them, then I would dis- 
agree with you. 





According to Unicef, nine 
years of economic warfare against 
Iraq has seen a doubling of child- 
and infant-mortality. rates. At the 
same time, Forbes reports that 
Saddam Hussein is the sixth- 
richest head of state in the world. 
You seem concerned that this 
same man, who clairned victory 
after losing the Gulf war, might 
continue to do so if we decide 
that our policy has led to unac- 
ceptable costs. 

Let him claim victory; let us 
adhere to higher standards. Is this 
a risk? There are good reasons to 
believe that deterrence, which has 
held superpowers at bay, is quite 
sufficient to hold the leader of 
this small country in check. 

Coun Rowat 
Campaign Against 


Cambridge Sanctions on Iraq 





Call off the Lynch mob 


Sir—-I deplore the condescending 
tone you adopt towards Jack 
Lynch (Obituary, October 30th) 
and Ireland in general. You de- 
scribe Lynch as Ireland’s “exas- 
perating” leader. In particular, 
you say that he exasperated Mar- 
garet Thatcher. If he did he was in 
good company. 

If Britain had listened to Lynch 
in 1969 how many lives would 
have been saved? For one thing, 
the evolution and development 
of the provisional tra would 
have been avoided. British gov- 
ernments now follow the policies 
advocated for them by Lynch 30 
years ago. The series of agree- 
ments between the two govern- 
ments shows that. 

Dublin DESMOND O'MALLEY 


Salami slicing 


Sır—The artichoke simile applied 
by salami-barred Moroccan jour- 
nalists to King Mohammed's po- 
litical tactics (“Morocco’s brave 
new king”, October 30th) was 
used of the annexation of Nor- 
mandy around 1404D by Geof- 
frey of Anjou, the predatory fa- 
ther of Henry m, a Plantagenet 
king of England. That was before 
sharp knives made slices of cold 
sausage familiar. The tactic itself 
is evergreen. 

Strasbourg, 

France James WIMBERLEY 
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Global Strategic Marketing 






Leader in financial services arena seeking experienced 
card marketing professionals to aggressively expand 
international presence. Individuals should have in-depth 
experience entering new markets, launching new 
products and building & managing card portfolios. 








Positions available include: 


m Region Leads W Vice Presidents m Directors 
~ Asia/Pacific — Europe/Middle East/Africa — Latin America 








Unique opportunity to work with key financial 
institutions in major markets to address portfolio 
profitability by providing in-depth strategic consulting, 
and tactical implementation. Areas of focus include 
acquisition, portfolio management and loyalty 
marketing. 










Successful candidates will have: 






Leads: 15+ years in the financial services industry 
including but not limited to P&L accountability and 
international experience 







Vice Presidents: 8-12 years experience in financial services 
with in-depth exposure to key areas of acquisition, portfolio 
management and loyalty marketing. 






Directors: 7+ years experience in financial services with 






in-depth exposure to key areas of acquisition, portfolio 
management and loyalty marketing. 







Box 811-JM, 12th Floor 
360 Lexington Avenue, New York, NY 10017 USA 


e-mail: doconnor@bsa.com 







We are an equal opportunity employer M/F/D/V 
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Representative, Pakistan 
United Nations Population Fund (UNFPA) 


The leading United Nations Agency in the field of population and developments seeking 
qualified candidates for the position of UNFPA Representative in Pakistan. Under the 
guidance and the direction of the Director of Asia and the Pacific Division and in accor- 
dance with established procedures, the incumbent is responsible for advising the 
Government of Pakistan on population and related issues; providing support and leader- 
ship, with the Government's concurrence, and as part of the UN Resident Coordinator 
System for coordination of population assistance with bilateral aid agencies, UN agen- 
cies and NGOs; developing and proposing the country programme strategy, determining 
and recommending identification and selection of viable projects to be developed within 
the country programme framework, negotiating or determining project execution and 
project funding modalites, etc. 


UNFPA seeks an incumbent with at least twelve years of increasingly responsible. pro- 
fessional and managerial experience in the field of development at the national and inter- 
national levels, part of which should be in the population field. Qualifications include an 
advanced degree in Health or Social Sciences, preferably in Public Health, Population, 
Management, Demography, Economics or Statistics. Initiative, sound judgment, the abil- 
ity to organize work and demonstrated ability to work in harmony with members of dif- 
ferent national backgrounds are required. Excellent written and spoken English is 
required and knowledge of another UN language is highly desirable. Strong interest in 
development work and dedication to the principles of United Nations are also essential. 


UNFPA offers an attractive compensation package commensurate with experience. 
Resume should be received by 10 December 1999. Please send application marked 
VA/FPA/009/99 to: Officer-in-Charge, Personne! Branch, UNFPA, 220 East, 42nd Street, 
New York, NY 10017, Fax 212-297-4908. You may also send your application and resume 
electronically to: apply@unfpa.crg. UNFPA will only be able to respond to those appli- 
cants in whom it has a further interest. : 


@) UNFPA 


United Nations Population Fund 


Executive Director, Corporate 
Salary: Commensurate with experience 


Barclays Bank of Ghana Ltd, a leading international 
bank in Ghana is looking for a Corporate Executive 
Director to lead a team of business developers, 
covering a portfolio of key customers across Ghana. 
The primary objective of the role is to maximise asset 
quality and risk adjusted reward on an individual and 
aggregate portfolio basis. You will also play a critical 
role in championing and managing change in a 
dynamic and increasingly competitive environment. 
You will have substantial corporate banking 
experience in Africa (at least 5 years’ in significant 
management positions) and will preferably be a 
Ghanaian national. You will also have a proven ability 
to lead and motivate a team, strong relationship 
management skills and risk management experience, 
Please send your full CV by 3rd December 1999 to Saily 
Freeman, Human Resources, Barclays Africa, Murray 
House, 1 Royal Mint Court, London EC3N 4HH, United 
Kingdom. Fax: 0044 207 977 4554. 

Email: gary.smith-kerr@barclays.com 








CHIEF INFORMATION OFFICER 





CENTRAL LONDON 


THE ECONOMIST GROUP 


SIX FIGURE PACKAGE 





@ The Economist Group is a world leader in the provision of 
information and opinion on international business and 
politics. Revenues are £213m. 


@ The Group has six main entities: The Economist; 
economist.com; Economist Brand Businesses; the Economist 
Intelligence Unit; The Journal of Commerce; and the group's 
specialist magazines. The provision of electronic information 
and services are increasingly important to the group's rapid 
growth. 


@ The Chief Information Officer is charged with providing 
IT services for business advantage. Reporting to the CEO, the 
CIO sits on the group's management committee, and leads a 
global IS team implementing leading edge e-business based 
solutions. 


@ The CIO will have an excellent track record in implementing 
IS strategies and projects, introducing new technology in a 
service-oriented environment, probably in the publishing or 
electronic business information sectors. Practical experience 
of e-commerce solutions would be advantageous. 


è Energetic and with strong leadership skills, the ClO 
should be experienced in working with business managers to 
ensure that their goals are achieved and that IT activities are 
properly aligned. With strong communication skills, the ClO 
will have worked in an international business environment. 


e Above all, the CIO will have a track record of delivering 
against challenging deadlines in a fast changing industry. The 
role offers the opportunity to join a growing international 
company. 
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Please apply in writing quoting reference 8351 
with full career and salary details to: 
Simon Earnshaw, Whitehead Mann 
11 Hill Street, London W1X 8BB 
Tel: 0171 290 2033. Fax: 0171 290 2085 





Whitehead 


SELECTION 


E-mail: simon.earnshaw @whiteheadmann.com 


THE ECONOMIST GROUP 


Website: www.whiteheadmann.co.uk 
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McKinsey & Company 





Senior advisers in corporate finance & strategy 


Amsterdam / Frankfurt / London / Madrid / Milan / Paris / Scandinavia / Zurich 







McKinsey has opportunities for outstanding senior corporate You will currently be a managing director or partner in a top- 










finance professionals to join the leadership team of its rapidly tier investment bank, accounting firm or consultancy. You will 
growing European Corporate Finance & Strategy Practice. be able to display superior strategic problem-solving skills and 
You will counsel major clients on complex strategic problems have a proven senior track record in corporate finance. You will 
and will enjoy unparalleled opportunities to provide independent be attracted by the chance to work in a partnership-like, 
professional advice on value creation. Based in attractive locations, intellectually stimulating environment where strategic insight is 
you will work with business leaders and other senior McKinsey valued on a par with transaction skills and technical knowledge. 
consultants across Europe to: You will welcome the exceptional opportunities for further 

; creative, insightful at ; pe personal and career development. 










analysis of the opportunities and challenges facing clients As a candidate for our leadership team, you must also demonstrate: 
+ identify value-creating mergers, acquisitions, alliances and + an outstanding record of initiative-taking, plus high levels of 
other forms of restructuring energy and drive 
+ structure transactions to accomplish key strategic objectives * stature, poise and persuasiveness to work with top-level 
* gain insight into the potential value of businesses with executives of major corporations 
leading-edge analytical approaches * strong people leadership and coaching skills. 
* develop plans for reorganisation and post-merger management. Interested candidates should reply with full details to Spencer 
You will also help develop our knowledge of leading-edge corporate Stuart (ref, DHJ/26898-06/119), 16 Connaught Place, London 
finance and strategy, as well as contributing to the overall We 2ED. Tel: 0171 298 3333. Fax: 0171 298 3399. 
leadership of our practice, Email: mwade @ spencerstuart.com www mekinsey.com 














T t b | Development For various short and mediom term assignments overseas in the transport sector, Tractebel 
rac e e Engineering Development Engineering wishes to update its database of FREE-LANCE SPECIALISTS with 
j more than five years of international experience in the transport sector. 


F. 
i 
i 






RAILWAY, ROAD AND BRIDGE /TUNNEL ENGINEERS (rer. 199911011) | 
SIGNALLING AND SAFETY SPECIALISTS irer. 1999110172) 


RAILWAY RESTRUCTURING EXPERTS (rer. 1999110173) | 
TRANSPORT PLANNERS, ECONOMISTS AND SOCIOLOGISTS irer. 1999110170) | 
GEOGRAPHIC INFORMATION SYSTEM SPECIALISTS irer. 199911015) | 
PROCUREMENT SPECIALISTS, CONTRACT MANAGERS AND SITE SUPERVISORS 


(REF. 19991101 /6) 


Please send your detailed, up-to-date Curriculum Vitae, preferably by E-mail, with the corresponding 
i reference to : Tractebel Development Engineering, avenue Ariane 7, B-1200 Brussels, Belgium 
| fax +32 2 773 99 90; E-mail: recruitment.engineering@tractebel.be 
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University of Toronto Faculty of Law 
as Centre for Innovation 


The University of Toronto Faculty of Law invites applications from outstanding 
scholars for three tenure track professorships at the level of assistant, associate 
or full professor to commence July 1, 2000. The three positions are earmarked for 
scholars with demonstrated interests in (i) the law and economics of intellectual 
property, (ii) electronic commerce and (iti) the legal, ethical and cultural 
implications of technological innovation, respectively. Endowed chairs have 
been established in cach of these areas which may be filled during the search 
process, depending on the experience and qualifications: of the successful 
candidates, Salary will be commensurate with experience and qualifications. 


The scholars appointed to these positions will be affiliated with the Centre for 
{nnovation, a multi-faceted ‘teaching, research and policy advisory centre 
established at the Faculty. The Centre is devoted to the study of laws, institutions 
and policies that affect, or are affected by, innovation and technological change. 
Scholars affiliated with the Centre will benefit from its many resources and 
programmes. These include an Executive Director, who will administer the 
Centre and work with the academics to shape its growth, an endowed graduate 
fellowship programme, a specialized library collection and web-site maintained 
by a full-time Specialist Librarian, a budget for conferences and networking, and 
a summer research assistant programme. 


Interested applicants should forward a curriculum vitae, copies of law and 
graduate transcripts (where available), a writing sample and the names of three 
referees to: 


Dean Ronald J. Daniels 

Faculty of Law, University of Toronto 

78 Queen’s Park, Toronto, Ontario, M52 2C5 
ron.daniels@utoronto.ca 





Applications must be submitted by December 7, 1999, In accordance with 
Canadian immigration requirements, priority will be given to Canadian citizens 
and permanent residents. 

The University of Toronto encourages applications from qualified women or men, 
members of visible minorities, Aboriginal peoples and persons with disabilities. 





PUBLIC SECTOR 
REFORM CONSULTANTS 


Our firm is bidding on several large projects in eastern 
Europe which involve strengthening financial and general 
management in the public sector. We are looking for 
personnel with a background and education in public 





sector management who are interested in serving on 
either a short or longer-stay assignment. The ideal 
consultant will have worked in the finance function of a 
federal, state or local government, have a university 
degree in a related field, have some experience working 
in developing countries and speak fluent English and 
some Russian. Of particular interest will be those with 
budgeting and budgetary control backgrounds, but 
other experience in public sector management will also 
be useful. 


Respondents should reply either to: 
Development Partnerships 
Hooper House, 3 Collins Street, 
Oxford, UK, OX4 1XS 


or directly by email to: 
Devparuk@Compuserve.com 











World Vision 


World Vision is one of the UK's leading relief and development agencies working overseas. A Christian organisation, we are part of the 
International World Vision Partnership which is at work in almost 100 countries fighting against hunger, poverty and injustice. Our work involves 
emergency aid in response to disasters and long term community development projects. 


International Programmes 


Director 


The International Programmes Director provides strategic direction to the IP Division of World Vision and enables it to contribute effectively to the 
fulfilment of its corporate mission. This is a senior position reporting directly to the Chief Executive. 


We are seeking an experienced person with in-depth knowledge of development and poverty in developing countries. Leading a team of programme, 
policy and advocacy professionals, you will have a thorough understanding of the international context of poverty and key issues in complex 
humanitarian emergencies. A working knowledge of government donor agencies including the EU will be desirable, and work experience in 
development programmes overseas essential. You will be a strategic thinker with strong management skills. This position is based in Milton Keynes, 
but the flexibility to travel 25 - 50% of the time is essential. As a member of an energetic and visionary team you will play a vital part in leading the 


organisation forward. 


In response we offer a highly rewarding work environment with a remuneration package which reflects the responsibility of this job. 


Candidates must be fully in sympathy with our Christian basis of faith. 


If you think you are ready for this challenging position, please call Jenifer York, Director of Human Resources, 
on 01908 841005, today, for further inforrnation and an application pack. ( X 
World Vision, 599 Avebury Boulevard, Milton Keynes, MK9 3PG. Fax: 01908 841014. cas a ore 


e-mail: recruit@worldvision.org.uk internet: www.worldvision.org.uk 


Registered Charity No: 285908 
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INTERNATIONAL FUND FOR 
AGRICULTURAL DEVELOPMENT (IFAD) 
Via del Serafico No. 107, 00142 Rome, Italy 
Fax: 39 06 5043463, E-Mail: Lmclachlan@ifad.org 


seeks 


TWO REGIONAL ECONOMISTS: (P-5) 
Position (a) Latin America and the Caribbean Division 
Position (b) Middle East and North Africa Division 


Under the general supervision of the Director, Latin America and the Caribbean 
Division or the Middle East and North Africa Division, the Programnie 
Management Department, the incumbent will: (1) develop regional and 
subregional strategies, coordinate input for corporate strategy formulation, and 
undertake relevant regional studies as the basis for planning the regional lending 
programme, (II) Support the development of country issues/options papers and 
country strategy papers, ensure the appropriate reflection of regional and country 
Strategy statements in project inception papers; (H) Collaborate with Country 
Portfolio Managers in the preparation of the country and agricultural sector 
background of the President's Report and Recommendations to the Executive 
Board and in the identification of policy issues; (IV) Serve as a member of 
project development teams and the Technical Review Committee; (V) 
Coordinate the preparation of periodic reviews of project portfolio performance; 
(V1) Coordinate relevant knowledge development and Management and its 
dissemination with institutions outside IFAD 

Qualifications and Experience: Advanced university degree in Economics, 
Development Economics or Agricultural Economics with 10 to 15 years of work 
experience in the field of agricultural and/or rural development in Latin America 
and the Caribbean for position (a) and in the Near East, North Africa and Eastern 
Europe for position (b), Ability to take decisions quickly. Sound facilitation and 
negotiation skills. Full command of Spanish and English for position (a). Full 
command of English and French preferably with strong working knowledge of 
Arabic for position {b}. 

Net Salary Range: from USD 59 963 to USD 79 108 per annum plus post 
adjustment and United Nations benefits package, 


Please send application to Personnel Division no later than 20% December 1999 
For more details please visit our web site at www.ifad.org 



























Only shortlisted candidates will receive an acknowledgement 
Applications from women candidates are particularly encouraged 


PRMARK 


WEFA 


Senior Energy Consultants: Oil and 
Electricity 


Primark/WEFA ENERGY is a leading international energy economics 
consultancy supplying both regular and bespoke energy analysis and 
forecasts covering oil, gas, coal & power to many major European 
energy companies and governments. The consultancy is part of the 
WEFA Group, a leading major macro-economic forecasting 
consultancy, Since 1997 WEFA has been part of the Primark 
Corporation, a global business information company. We are now 
seeking to recruit: 


An Oil Consultant with at least 10 years oil industry experience, 
including detailed knowledge of the European downstream, and broad 
understanding of global supply, demand and price formation. The 
emphasis in this role will be on taking charge of WEFA’s regular oil 
publications and on bespoke analysis, though the opportunity exists to 
take the lead in developing new services. 


An Electricity Consultant with at least 10 years ESI experience, with 
particular knowledge in the areas of generation economics and 
downstream pricing. The emphasis in this role will be on expanding 
the range of electricity services as the European market liberalises, and 
contributing to bespoke analysis. 

Applications are invited from suitably experienced people to work on 
either a full time or part time/contract basis. Please send your CV with 
a brief letter supporting your application, indicating whether you are 
interested in a full time or part time role to: 


Graham Loveland, Primark/WEFA, | Mark Square, Leonard Street, 
London EC2A 4PR 
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DEUTSCHE BUNDESBANK 


Visiting researcher 








The Deutsche Bundesbank in Frankfurt is looking 
for a visiting researcher. Visitors should prepare a 
research project during their stay at the 
Bundesbank. Candidates must hold a Ph D and 
be engaged in the field of either macroeconomics 
and monetary economics, financial markets or 
international economics. Proposed research projects 
should be from these fields. The visiting term will 
be from 3 to 6 months and will begin not earlier 
than June 2000 and not later than October 2000. 
Salary is commensurate with experience. 


Applicants are requested to send a CV, copies of 
recent papers, letters of reference and a proposal for 
a research project by the end of March 2000 to: 


Deutsche Bundesbank 
Personalabteilung 
Wilhelm-Epstein-Str. 14 
D - 60431 Frankfurt 
GERMANY 
web: http: //www.bundesbank.de 


e 
Ze 
Ap epean a, CHIEF EXECUTIVE, MSF UK 


Médecins Sans Frontières is an independent medical aid agency caring 
for the victims of war and disasters around the world. MSF also 
promotes respect for humanitarian law and medical ethics, The 
organisation was awarded the 1999 Nobel Peace Prize. MSF UK was set 
up in 1992 to support field operations through recruitment, fund-raising, 
public information and advocacy. MSF UK is an active member of MSF 
International and has a high profile in the UK aid sector and in 
humanitarian debates. 


As Chief Executive you will develop and implement a long-term vision 
and strategy for MSF UK and play a major role within MSF 
international. You will help develop MSF’s advocacy efforts in the UK 
and will build upon our existing relations with the medical community, 
the media, government and other organisations. 


You will have several years’ experience in strategic and financial 
management and possess excellent organisational skills as well as an 
ability to communicate effectively at all levels. MSF UK is a small, 
dynamic and friendly place where an ‘open door’ management culture 
prevails, Nevertheless, we are looking for someone with clear 
leadership qualities and the ability to inspire and empower. 


You will have direct personal experience of humanitarian aid and a 
passionate commitment to humanitarian values as well as the ability to 
defend them in a persuasive manner. You must be a fluent English 
speaker and French would be an advantage, International travel may 
be required. 


For an information pack please call Gabriella Breebaart at MSF UK on 
0171 427 2201 or e-mail her at: Gabriella_BREEBAART@london.msf.org 


Interviews will be held in January. 


www.msf.org 


























































The Best of the Best! 


Southeast Asia 


Energy * Telecommunications « Chemicals * Organisation Change ° E-commerce 


You don’t grab a Tiger by the tail, 
or lead it by the nose! 


Positions in 

e Singapore 
EIEEE] 
India 
Hong Kong 
Australia 


For exceptional 

* Partners 

* Senior Managers 
+ Managers 

* Consultants 


Arthur D. Little is one of the 
world’s foremost consulting 
firms, with more than 50 
offices worldwide. 


Founded in 1886, we help 
leading organisations create 
innovation across the full 
spectrum of their 

activities, from setting 
strategy and shaping the 
organisational culture to 
developing cutting-edge 
products and services. 


We are unique in our 
commitment to helping our 
clients reinvent their 
organisations, enhance their 
capacity for learning and 
change, and create lasting 
value. 


We know. We have been nurturing Asian Tigers for more than twenty years. 


Throughout Asia's development - through growth, learning, retreat and. re-transformation - our team of highly 
qualified, committed and tenacious management consultants has been: 


providing practical solutions to major corporations and governments across Asia; 


working side-by-side with their most senior people and the committed staff who make things 
happen; 


establishing them as thought- and market-leaders, innovators and winners; 


transforming them inte leaner, fitter, more flexible learners, able to adapt & survive through rapid 
change. 


We have been successful in Asia by being committed to the long-term, delivering strategic insights. and 
international best practices - through strong, culturally-sensitive relationships. We have been growing at over 
50% annually during each of the past four years, and now plan to double our team strength within the region. 


Your Qualities and Experience 


As an exceptional management consultant or senior industry leader, you will have: 
* expertise in telecommunications, energy, chemicals, organisational change and/or e-commerce; 
* a minimum of five years’ relevant experience; 
excellent analytical, communication and team-working skills; 
a proven ability to work with senior executives, solving real business problems in innovative ways; 


an outstanding academic record, ideally an MBA or post-graduate qualification. 


The Rewards for Joining our Team 


in return, you will be part of an exceptional global team: 

* making significant contributions to varied engagements for top-tier clients throughout the region; 

* sharing knowledge with colleagues who, like you, are innovative thought-leaders in their own rights; 
* experiencing tremendous growth in a rapidly developing region; 

* enjoying a remuneration package commensurate with your skills and experience; 


* benefiting from the success of the firm, through a range of stock-ownership and success-based 
incentive schemes. 


if you have the tenacity, commitment and experience to add significant value to Asia’s top organisations then e-mail your full CV, including 
compensation details and geographic preference, to: recruit.asia@adlittle.com, or telephone: +65 297 2300 for more information. 


Alternatively go straight to our web page: www.adlittle.com, to find out more about The World’s Most Creative Consultants 
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olution. 


So many great business books. Read less and learn more. 


So little time. 


ROBERT SLATER 





1,200 important books like this one come out 
every year. Of course you know that as an 
executive in today’s business environment you 
must keep current with the expanding base of 
knowledge. 

Can you possibly keep up with all that reading? 
Yes, you can. 


If you subscribe to Soundview 
Executive Book Summaries. 






wt 


Fax: Yes! 

802-388-8939 Please send me Executive Book Summaries 
for 14 months for US$139 (US$95 in 

Call: Mexico) That's two months FREE, plus 


please send me my FREE copy of Skills For 
Success——a compilation from our best 
summaries of great ideas for executive 
SUCCESS. 

Soundview Executive Book Summaries 

23 Pond Lane, Dept. SEC119 

Middlebury, VT 05753-1164 USA 


U.S. funds must be drawn on a U.S. bank. Call or 
fax for other accepted currencies. 


802-388-8910 


Order via the Internet: 
http://www.summary.com 


Order via E-Mail: 
sales@summary.com 


Subscribe to Soundview 


Executive Book Summaries. 


JACK WELCH 
AND THE GE WAY 


By Robert Stater 





Our experience itors make it easy for you~ 
after reviewing all the newly published books they 
select the year’s 30 best. Each of these titles is 
condensed into an 8-page powerpack summary— 

with the essential information that will keep you~ 
abreast of today’s leaders. You'll quickly gain a 
working knowledge, helping you to prepare for 

presentations, to make decisions, to assume 

leadership responsibilities, and to respond in high 

pressure situations. 

Gain the confidence that only such a broad scope 
of knowledge can provide—subscribe today! 


Name PEN 





Title 





Co. 





Address 








City State/Prov. _ 








Zip/Postal Code Country 





Phone ww FAX 
3 Check enclosed 
Charge my: 4 Visa ij MasterCard 3 AmEx 2y Diners Club 


Card No, as Exp. Date 





Signature seb s oe ssa ac 








WHEN THE TOUGH GET GOING. 


Looking for clear directions for your international employee benefit 
plans? Swiss Life is the way to go for coordinated global programs and 
real financial savings. As the world’s leading international network of life 
insurers, we're never far from where you need us. And every Swiss Life 
Network Partner is a local leader, with the expertise, flexibility and ser- 
vice capabilities to meet your most challenging insurance and benefit re- 
quirements. It's a sign of the times that more and more top multinationals 
follow the Swiss Life route. Call us in Zurich on +411 284 3797, or 
contact your local Network Partner. It can be tough out there. But with 


Swiss Life, you're never on your own. 


Swiss Lifi 


THE RIGHT DECISION 








MEAS 


KUO RUA LIFE 








CMG Asia Life Assurance Lid, 
38/6. & 39/F, Hopewell Centre 
183 Queen's Road East 
Wanchai 

Hong Kong / PR. China 
Telephone: +852 2861 4000 
Telefax: +852 2302 0173 


Kuo Hua Life 

42, Sec. 2, Chung Shan N. Rd. 
Taipei / Taiwan R.O.C. 
Telephone: +8862 2562 1101 
‘Telefax: +8862 2531 6010 


Swiss Life International 
Services Asia Pacific 

Level 7, 70 Phillip Street 
Sydney NSW 2000 / Australia 
Telephone: +612 9251 6911 
Telefax: +612 9251 6862 
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China opens up 


O NATION was ever ruined by trade, 

“™ wrote Benjamin Franklin. But what 

about an entire system of government? That 

is the big question raised by the trade deal 

signed by China and the United States this 

week, paving the way for China’s entry into 
the World Trade Organisation. 

The deal raises plenty of other questions, 
too. Can Bill Clinton get the deal through 
Congress? If so, can China be made to play by 
the wto’s rules, or will its obstructionism pull 
the whole organisation apart? Does China 
really have the stomach to carry out its mar- 
ket-opening promises? Or will resistance 
from hardliners unseat the reformers, led by 
President Jiang Zemin and the prime minister, Zhu Rongji? 
Will the unsettling consequences of entry, indeed, be too 
much for ordinary Chinese, putting the spark to a social tin- 
derbox? The central question, however, is whether Chinese 
Communism will be strengthened by membership of the 
wro--as China’s leaders must hope—or be ruined by it, as 
Benjamin Franklin surely would have wished. 

On balance, the signs are good that China will change for 
the better. But whatever the answer, this is a momentous 
agreement that will vastly improve its economic landscape, 
even if the government carries out only half of its promises. 
The liberalisations that China has offered are sweeping (see 
pages 25-27), and the main ones begin on the date of acces- 
sion, possibly early next year, not far in the future. 

Not all will welcome the changes. In particular, China’s 
poor farmers, most of whom eke a living from tiny plots, now 
face competition from America’s efficient agri-business. In- 
dustrial state companies will no longer be able to hide behind 
high tariffs and other barriers. State trading companies will no 
longer have a lock on imports. The telecoms industry will be 
thrown open to foreigners. Foreign banks, at present con- 
strained in what they can do and where they can go, will be 
freed. In other words, the state sector, that bastion of the Com- 
munist Party’s power, will everywhere be undermined. 

Why on earth should China’s leaders have signed up to 
such an undermining? One answer is that many of them have 
not. This is a victory for the “reformers”: Mr Jiang, who seems 
to think that the kudos gained abroad by taking China into 
the wro will soon rub off on him at home, and Mr Zhu, who 
believes more strongly in membership on its own merits. Nei- 
ther, however, is exactly a free-market liberal. They seem rath- 
er to have been swayed by two main arguments. One is that 
wto membership will go a long way to securing for China the 
place at the high table of nations that most Chinese believe is 
theirs by right. The other, more immediately practical, argu- 
ment is that China will benefit in terms of new jobs and fresh 
flows of foreign investment in a reinvigorated economy. 
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At bottom, of course, the Communist 
Party has made a calculation about how best 
to stay in power. Delivering prosperity, party 
members acknowledge, is now the touch- 
stone of its legitimacy. Of late, ideas about 
how to do it have been few, while the pro- 
blems of unemployment and a bankrupt 
state sector have mounted. Joining the wro is 
a gamble. 

It is a gamble that may not pay off. The 
Communist Party is used to being above the 
law. In the wro, it will have to cede sovereign- 
ty—upwards, to a rules-based, supranational 
body, downwards to individual consumers 
and private companies at the expense of the 
state-industrial complex, the party’s main base. To the extent 
that wro membership requires a strengthened rule of law, so 
an emboldened judiciary might one day be able to challenge 
party decisions more effectively. 

The party will, in turn, need to make new demands of its 
subjects even as it loses its economic grip over them. In partic- 
ular, new sources of tax revenue will be needed to pay for 
cleaning up the mess of state industries. And in time extra 
taxes will be needed to pay for the social-welfare provisions 
whose absence, already felt, will become more noticeable as 
the economy adjusts under wro prodding. Such new taxes 
may lead to calls for better representation, especially if the 
press grows bolder. China’s membership of the wro, it is not 
fanciful to argue, has the potential to change the dynamics of 
a political system that every day looks more out-of-date. 


Richer, bolder, pricklier? 


A belief in eventual and benign political change certainly ac- 
counted for some of the elation among America’s trade negoti- 
ators this week. They also believed they had steered Chinese- 
American relations well away from the rocks that have so 
damaged relations in the past. Both hopes may in the end be 
dashed. A trade deal will solve many contentious issues— 
market access for the Americans, the annual congressional 
hurdle of normal trading status for the Chinese. It will raise 
many fresh rows, however, as the deal is put into practice. 

It would be a mistake, too, to assume that a more benign 
political regime is assured as China fits into the world order. 
Many Chinese equate economic growth with national power. 
Growth allows China to build up its armed forces, and so to 
project itself as a regional power—a point Mr Jiang is no 
doubt making to his generals. Greater prosperity, in other 
words, may sharpen Chinese chauvinism, not temper it. Chi- 
na already knows it has scored a victory over Taiwan (which 
will follow the mainland into the wro). To meet the wro’s 
rules, the Taiwanese will have to dismantle many of the obsta- 
cles to trade they have erected to deflect Chinese influence ov- 
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LEADERS 


er their fate. Chinese bullying will become easier. 

It is far too early, in other words, for anyone to believe that 
America and China are somehow “strategic partners” again. 
For decades to come, China will be bent on strategic rivalry, 
and relations between the two countries should be built on 


that assumption. Far better, even so, to bring China inside the 
world trading order, at a time when it is showing a genuine 
commitment to profound economic change, than to leave it 
out in the cold, nursing grievances. It was a chance offered 
and, wisely, the United States has seized it. 





Ever closer 


David Trimble has staked his career on a new understanding with republicans 


66 O GUNS, no government” is about as pithy a slogan 
as you could ask for. It has given the Ulster Unionists 
the perfect encapsulation of their approach to Northern Ire- 
land’s peace process. Until the ira begins to disarm, say the 
unionists, they will not contemplate forming a power-sharing 
government with Sinn Fein, the rRa’s political wing. 

Or rather that was what they used to say. This week's 
news from Northern Ireland is that the sickly peace process— 
nursed along by former Senator George Mitchell—has sud- 
denly sprung back into vigorous life. But that is only because 
the unionist leadership is backing away from its demand that 
disarmament must begin before a government can be 
formed. Instead of giving up weapons now, Sinn Fein has 
made a statement committing itself to exclusively peaceful 
means and acknowledging that “decommissioning” is essen- 
tial to the peace process. The ira has made its own pro- 
nouncement, backing Sinn Fein’s position and promising to li- 
aise with the official body that is charged with supervising 
decommissioning (see page 69). 


In Faulkner’s footsteps? 


David Trimble, the leader of the Ulster Unionists, wants to 
embrace this deal and get on with forming a government. But 
peace is by no means yet a done deal. A significant part of Mr 
Trimble’s own party want to stick to the “no guns, no gov- 
ernment” formula. And anyone with a knowledge of North- 
ern Irish history will know not to dismiss the rejectionists. Bri- 
an Faulkner, the last unionist leader to try to do a political 
deal with Catholic nationalists, was brought down by Prot- 
estant rejectionists in 1974. 

Beyond the political conjectures of whether Mr Trimble 
will carry the day lies the bigger question: is he right to em- 
brace this compromise deal at all? The rejectionists may not 
present a very pretty public face, but their arguments are not 
lightly dismissed. They point out that the ira has yet to yield 
a single weapon, or offer a firm timetable for disarmament. 
They argue, reasonably enough, that it is wrong to expect 
unionists to share a cabinet table with Sinn Fein if the republi- 
cans are still backed by a private army. In such a situation, 
Sinn Fein would always be able to back its political demands 
with a tacit threat of a return to violence. And once the likes 
of Martin McGuinness of Sinn Fein have their feet under the 
cabinet table, it will be virtually impossible to eject them from 
the government—even if the ra never does disarm. 

Anyone considering these arguments needs to weigh three 
questions. Is “decommissioning” the right issue on which to 
pin the peace process? Are the fears of the rejectionists likely 
to be realised? And what is the balance of risk between ac- 
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cepting the current deal and turning it down? 

Arguably, decommissioning should never have been ele- 
vated to the importance it has achieved. The main thing is 
whether weapons are being used, not whether the 1ra has ac- 
cess to them. With republican weapons buried all over Ire- 
land, no one could ever be sure that all weapons had been 
surrendered. And in any case, if the political situation really 
deteriorated there would be nothing to stop the IRA rearming. 

Be that as it may, decommissioning is now at the centre of 
the peace process—and even Sinn Fein acknowledges that it is 
a legitimate issue which must be dealt with. So the next ques- 
tion is whether the rejectionists are right to suspect that the 
IRA is offering only words, and that the actual surrender of 
weapons is still a long way off. Here, there are no guarantees. 
The republican movement is famously impenetrable—but 
voices within it are still highly resistant to giving up their 
guns. All that can be said is that the language now being used 
by Sinn Fein seems different. If and when a power-sharing 
government is formed, it will be difficult for the republicans 
to continue to dodge the question of disarmament. 

But the final question still remains. What if Sinn Fein gets 
into government and the tra does not disarm? Would that 
lead to the dreaded “mafia state”, which the rejectionists 
warn of, in which an armed faction holds the state to ransom? 

It seems unlikely that the unionists will get the guarantee 
that they have sought—that without decommissioning Sinn 
Fein will be expelled from the government. But all the same 
their “nightmare scenario” is not as plausible as it sounds. 
Even if Sinn Fein managed to cling on to its cabinet seats, 
without decommissioning, the republicans’ position would 
be severely weakened. Having failed to deliver disarmament, 
they would find it much harder to get their way on other cru- 
cial issues that must soon be dealt with—in particular, the 
emotive issue of reform of the Royal Ulster Constabulary. 

As ever, the fate of the peace process seems to hang on 
how much mutual trust the two sides can muster. After days 
of unprecedented face-to-face talks with Sinn Fein, Mr Trim- 
ble seems to be convinced that they are in earnest about 
peace. That is a big and significant change, given his history of 
deep suspicion and hostility to armed republicanism. But 
even those who cannot bring themselves to trust the IRA 
should reflect on the balance of risk in accepting the deal now 
on offer. The potential prize is enormous; the establishment of 
a lasting peace, after 30 years of civil war. And the downside? 
The risk that the rra will once again disappoint, and will have 
established a precarious foothold in a Northern Irish gov- 
ernment. Mr Trimble is right to go for the deal. 
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America’s puzzling economy “sine ate 


Monetary policy isn’t getting any easier 


O THEY decided to tighten after all. On November 16th 

America’s Federal Reserve raised short-term interest rates 
by a further quarter point to 5.5%. It was a wise decision, albeit 
too little and too late. The economy continues to sizzle too fu- 
riously for its own good: Gpr grew by 4.8% (at an annual rate) 
in the third quarter, while the unemployment rate fell to 4.1% 
in October. Higher rates are needed to cool things down. 

Nonetheless, there is an irony about this decision. For the 
Federal Reserve has chosen of late to give the “new economy” 
very much the benefit of the doubt—leaving interest rates 
low, apparently content to test the limits of non-inflationary 
growth. Yet this week’s timid move towards tightening comes 
hot on the heels of new data which show continued accelera- 
tion in productivity (up by 2.9% in the year to the third quar- 
ter and by an annual average of 2.6% since 1996); and also on 
top of statistical revisions which bolster, to some extent, the 
case that America’s recent rise in productivity is a structural 
rather than merely cyclical thing (see page 39). In other words, 
just as the numbers lend new support to the productivity op- 
timists, the Fed gets nervous. What is going on? 

The problem, often missed by new-economy enthusiasts, 
is that accelerating productivity adds to rather than diminish- 
es the uncertainty surrounding monetary policy. In the good 
old days before 1996, when productivity growth (at least ac- 
cording to the old numbers) was slow but steady, it was easy 
to talk of a stable, sustainable rate of economic growth of 
around 2.5%. A cautious central bank would pre-emptively 
tighten monetary policy if, at full employment, demand grew 
faster than this limit. 

But with accelerating productivity, and hence a rising 
speed limit, such a framework for analysing the economy 
poses problems. It is hard to say in advance how much de- 
mand is excessive, if you are unsure what the sustainable lev- 
el of output is. As Mr Greenspan himself pointed out last 
month, an acceleration in demand need not imply an over- 


LEADERS 





| ASONDJFMAM) JASON 
| 1998 99 





heated economy if it is caused by an acceleration in produc- 
tivity. After all, higher productivity growth must eventually 
show up in either higher profits or higher wages. To the extent 
that America’s productivity upswing is structural (and sus- 
tained), one tool of monetary policy analysis—the projection 
of a trend rate of growth—is increasingly tricky. 

How then should monetary policy be set? There are still 
ways of telling when the speed limit has been passed. Falling 
unemployment is a sure sign that the economy is growing 
faster than productivity gains alone might justify. And, as 
America’s labour markets become ever more tightly stretched, 
any further fall in unemployment provides an increasingly 
urgent signal for a tighter monetary policy. That is why this 
week’s Federal Reserve decision was clearly, and rightly, dri- 
ven in large part by October’s unemployment figures. 

Equally important, you can still identify dangerous imbal- 
ances in the economy. This newspaper has drawn attention 
to America’s large (and rising) private-saving deficit (now 
around 5% of Gop), as well as the country’s huge current- 
account deficit (set to hit 4% of Gpr). Maybe an extended pro- 
ductivity boom will enable America to live with these imbal- 
ances for longer. But just as productivity cannot accelerate in- 
definitely, so these imbalances cannot increase indefinitely. It 
is doubtful that they can even persist at their present level. 

On balance, therefore, the case for prudent tightening was 
strong. Unfortunately, though, a final result of today’s uncer- 
tain environment is that the Fed’s perceived prudence may it- 
self backfire. As stockmarkets rally on a belief that the central 
bank has acted pre-emptively and quashed any prospect of 
inflation, looser financial conditions could fuel the very ex- 
cess demand that the Fed is trying to reign in. Not only is the 
Fed in uncharted monetary territory, but its own actions may 
have bad unintended consequences. Both of those factors 
make today’s economy, new or old, more risky not less. No- 
body ever said central banking was easy. 





The Ukrainian question 


With Leonid Kuchma still president, can the West do 


Ukraine less awful? 


T IS a dilemma that the West has found hard to resolve dur- 

ing the eight years or so that have passed since the hideous 
communist regime that ran the Soviet Union was replaced— 
with a few (mostly Baltic) exceptions—by regimes whose 
main and diminishing attraction in the eyes of voters is that 
they are not communist. How can the new states be encour- 
aged to turn westwards, in broad economic, geopolitical and 
human-value terms, without the West seeming to endorse the 
vile habits of those of their new rulers who happen to be 
crooks and, by the by, ex-communist? Is the West in danger of 
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making the same error of over-indulgence to Ukraine that it 
has made to Russia—considering that in many respects Uk- 
raine is Russia writ smaller? 

Leonid Kuchma, who has just been re-elected Ukraine’s 
president for another four years against an avowed commu- 
nist, does not match Boris Yeltsin in every aspect. Mr Kuchma, 
for one thing, is sober; and, for another, dull (see page 66). But 
both men, and their countries, share a bunch of unpleasant 
similarities. And both men run lousy regimes which have 
been given too long a leash by western governments hoping 
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to make them better by being nice. 

Like Russia, Ukraine is important: big in area, rich in re- 
sources. It has 51m people, and borders no fewer than seven 
countries to the north and west. It abuts nato and will soon 
share a boundary with the European Union. It has Europe’s 
biggest army after Russia’s and Turkey's. Many of its people 
wish to turn their backs on Western Europe and return to a 
Slavic core of states, with Russia and Belarus, which might 
well prove undemocratic, xenophobic and mischievous. 

To give Mr Kuchma his due, he has driven Ukraine’s for- 
eign policy well. The country has emerged, peacefully, from 
the shadow of the Russian bear. It has given up its nuclear 
weapons, made promises (not fully met) to close its Cherno- 
byl-type reactors, persuaded Russia that the Crimea belongs 
to Ukraine, joined Nato’s Partnerships for Peace under a spe- 
cial arrangement, scorned Russia’s efforts to resurrect the 
rump of the old Soviet Union under a new name, teamed up 
instead with other ex-Soviet states such as Georgia, Azerbai- 
jan and Moldova, and has sought, admittedly without much 
conviction, to join the European Union. As a nation, Ukraine 
has been more or less reinvented: no small achievement. 

But it has been wretched both in economics and in its ad- 
herence to democratic principles and the rule of law. Most 
Ukrainians are even poorer than they were under commu- 
nism. Reform has been feeble, corruption rife. As in Russia, 
much of the economy has fallen into the hands of “oligarchs”, 
politically connected tycoons who have rarely reinvested 
their ill-gotten wealth at home. Mr Kuchma has allowed his 
friends to enrich themselves on a huge scale. 

His re-election was itself a dirty business. The state-owned 













media were shamelessly partisan in his favour; the press was 
harassed and censored. Over the years, the president had: 
sacked strings of civil servants, police chiefs and regional big- 
wigs who were unwilling to serve him rather than the state. 
Political violence has been common: murders of senior fig- 
ures, such as leading bankers and a regional governor, have 
rarely been solved. The few top Ukrainians brought to book, 
including a former prime minister appointed by Mr Kuchma, 
have been arrested by foreign police on trips abroad. 


Time to be firm 


At first, many western governments reckoned that all this was 
the price to pay for ensuring that the new lot kept the com- 
munists out. But in the longer run this logic is flawed. It fosters 
feelings of nostalgia for the bad old days and has given credi- 
bility to the crude old Soviet caricature of capitalism as noth- 
ing but plunder and greed. 

It should be made clear that Ukraine is in principle wel- 
come to join the eu and other western clubs, once it has 
cleaned itself up. But Mr Kuchma must no longer be glad- 
handed. Ukraine should get no government or imF cash until 
reform really does get going. Aid should go to independent 
publishers and broadcasters, small businesses, non-gov- 
emment agencies and the sort of institutions that try to build 
Ukraine’s woefully absent sense of civic conscience. 

Might such rude treatment risk making Mr Kuchma even 
worse, perhaps push him back into Russia's arms? Maybe. But 
in the longer run, by turning a blind eye to the awfulness of a 
regime like Ukraine's, the West runs the even bigger risk of 
making Ukrainians abhor western ways for ever. 





The planned bid by Vodafone AirTouch for Mannesmann may be too pricey and 
too risky. But it should be decided on by shareholders, not managers 


HE superlatives have become almost tiresome. So Voda- 

fone AirTouch, a British mobile-phone operator, is plan- 
ning the world’s biggest-ever takeover bid, for Mannesmann 
of Germany? But the current record-holder was only days 
old—Pfizer’s bid for a rival American drug maker, Warner- 
Lambert. Booming stockmarkets and economies, it seems, 
bring the usual rash of merger mania. Yet two features of the 
Vodafone/Mannesmann case merit special attention: it is like- 
ly to be hostile, in a land where hostile bids are rarer than a 
tortoise’s teeth, and it cuts across national boundaries, in a 
continent that has seen precious little cross-border activity. 

The hostility may be the bigger problem. Germany is no- 
toriously unwelcoming to hostile bids. No big one has ever 
succeeded, and the land is marked with such previous fail- 
ures as Pirelli’s shot at Continental in 1991, or Krupp’s at Thys- 
sen in 1997 (though that led to a friendly merger). The reason is 
largely a corporate culture that favours consensus and the in- 
terests of “stakeholders” over those of shareholders. Trade un- 
ions, for example, have half the seats on a German firm’s su- 
pervisory board, making it easier for them to resist job- 
threatening takeovers. But it is also because law and practice 
discriminate unfairly against bidders. 

Vodafone, for instance, faces at least three such hurdles. 
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Mannesmann is protected by a provision in its articles that 
no single shareholder, however big, can exercise more than 5% 
of the votes. German company law lacks a “squeeze-out” that 
would force minority shareholders to accept a bid once the 
bidder has secured 95% acceptance; so tiny shareholders can 
delay a takeover for years in the courts. And German stock- 
market rules do not recognise cross-border mergers, so that 
Vodafone might have to go through the cumbersome process 
of setting up a German shell company to win control. 

To be fair, Mannesmann’s boss, Klaus Esser, has said he 
will not fend off Vodafone’s approaches by relying on 
“barbed-wire” defences. His declared goal is to deliver the’ 
best value to his shareholders. He can raise plenty of good 
questions over Vodafone’s bid, ranging from the high price it 
may have to pay and doubts about how much it could raise 
by selling Orange, another British mobile-phone operator that 
Mannesmann has just bought, to the ability of its manage- 
ment to cope with a new challenge so soon after taking over 
AirTouch. Vodafone's shareholders also have at least some of 
the same concerns: this week, its shares fell, even as Mannes- 
mann’s climbed. Moreover Mannesmann, like other compa- 
nies, is dropping its 5% rule by next June. And German cor- 
porate law, much of it drawn up in the 1930s with the aim of 
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fending off America’s 1920s takeover fever, is being revised. 

Yet these changes will come too late to be of much use to 
Vodafone. And Mr Esser’s action of challenging the position 
of one of Vodafone’s investment-bank advisers on the ground 
that it had acted for Orange (see page 96) gives warning that 
he is prepared to play rough. In a politically charged hostile 
bid, any available defence is likely to be used. 


May the best Mann win 


Continental Europe is undeniably changing. This year, for ex- 
ample, France has witnessed two huge hostile takeovers, and 
Italy one. These were clear steps in the direction of putting 
shareholder value first. Yet there was another common thread 
through all three: foreigners were, in effect, kept off the field. 
And that could be a second big problem for Vodafone. In Ger- 
many, politicians, the press and the unions are taking aim at 
it as not just a predator but as a foreign one to boot. The at- 
tempt by Chris Gent, Vodafone’s boss, to invoke the support 






of Britain’s prime minister may serve only to strengthen resis- 
tance to selling out to foreigners. 

Might the European Union help? In time, both the single 
market and the euro will whittle away national barriers to 
mergers, to the great benefit of investors and economies alike. 
Yet the Eu’s progress towards both a takeover directive and a 
common European company statute has been faltering at 
best. The takeover directive may be agreed by the end of the 
year, but it will take some years to be translated into national 
laws. A common company statute is even further off. 

The more immediate change is the spread of an equity 
culture around Europe. In Germany, for instance, the number 
of shareholders has risen in the past seven years from 5m to 
over 8m; trade-union membership has fallen from 12m to un- 
der 10m. European governments and regulators need to catch 
up with this move in favour of shareholder value and against 
national champions. The Vodafone/Mannesmann case may 
be a good test of how far they have done so. 





Lesson 


The UN admits to appeasement. Ambiguity can be as great an evil 


Ik THE language of international politics, few words are 
quite as dirty as appeasement. It smacks of cowardice, 
wishful thinking and prevarication, coupled with a naive be- 
lief that aggressors, once appeased, will go away content, rath- 
er than returning for more and more. This was the lesson of 
the 1930s, and especially of the Munich agreement in 1938, 
when Hitler was “appeased” with the Sudetenland only to 
turn round and gobble up half Europe. So when anyone now- 
adays admits to appeasement, as Kofi Annan, the uN secre- 
tary-general, did this week, it is worth taking note. 

The occasion of Mr Annan’s mea culpa was the publica- 
tion of his report on the Serb massacre of some 7,000 Bosnian 
Muslims in Srebrenica, in Bosnia, in July 1995. The UN had de- 
clared Srebrenica a “safe area”, but this—in the words of the 
prosecutor at the war-crimes tribunal for former Yugoslavia— 
is what happened: “thousands of men [were] buried and exe- 
cuted in mass graves, hundreds of men buried alive, men and 
women mutilated and slaughtered, children killed before 
their mothers’ eyes, a grandfather forced to eat the liver of his 
own grandson.” Well might he speak of “scenes from hell, 
written on the darkest pages of human history.” 

Mr Annan, who was in charge of uN peacekeeping at the 
time, is evidently no less shocked. “The tragedy of Srebrenica 
will haunt our history forever,” he says, and he admits that 
the un made terrible mistakes, including negotiations with 
Slobodan Milosevic, Radovan Karadzic and Ratko Mladic, the 
Serbs’ leaders, which at times “amounted to appeasement”. 

Among the lessons he draws is that ethnic cleansing “must 
be met decisively with all necessary means and with the po- 
litical will to carry the policy through to its logical conclu- 
sion.” It is, he points out, a lesson that has had to be drawn 
twice in the Balkans in the 1990s. “In Bosnia and in Kosovo, 
the international community tried to reach a negotiated set- 
tlement with an unscrupulous and murderous regime. In 
both instances it required the use of force to bring to a halt the 
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planned and systematic killing and expulsion of civilians.” 

Mr Annan’s conclusion, however, is but part of a broader 
maxim that he might have suggested should be adopted with 
all such aggressors, and in all circumstances, not merely when 
they are bent on ethnic cleansing. It is this: that an early fail- 
ure to warn aggressors clearly of the consequences of their ac- 
tions will almost inevitably either allow them to get away 
with their aggression, or lead to war. Ambiguity—which is 
usually the handmaiden of indecision and lack of will—may 
indeed be just as dangerous as appeasement. 


A century of unnecessary wars 


This, alas, is the lesson not just of the 1990s, but of the 2oth 
century. In addition to the action in Bosnia and Kosovo, at 
least five wars this century—the two world wars, the Korean 
war, the Falkands war and the Gulf war—might all have been 
avoided had the ultimate victors made it plain from the out- 
set that they were willing to fight. Instead, in each case (except 
perhaps the first world war), the early message given was that 
no armed resistance would be offered. That message was also 
given, accurately, on other occasions (to China over Tibet, for 
instance, and Indonesia over East Timor), with dire results. 
On the other hand, the most successful unfought war of the 
century, the cold war, was notable for the absence of any am- 
biguity about the West’s readiness to take on its adversary. 
The West may have learnt some lessons: the European 
Union is now preparing to set up a rapid-reaction corps (see 
page 61). Yet, as Mr Annan argues, such a force will be useless 
if aggressors do not believe it will be used, and their belief will 
only be strengthened if the West does not, from the outset, 
show that it has the will to fight. One of the hardest tasks for 
western politicians in the post-cold-war world is to persuade 
public opinion that the surest way to avoid more wars is, par- 
adoxically, to display an unwavering readiness to fight them. 
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Executing the Largest leveraged buyout of the ’90s. 


Allied Waste’s acquisition of Browning-Ferris Industries created the second-largest solid 

waste-management company in the country. Working together, Citibank and Salomon 

Smith Barney helped coordinate large-scale banking and bridge financings, a high-yield 
) underwriting, M&A advisory, a $100 million equity investment, and provided equity 
ae research coverage —a complete financial package no other firm could put together. 


< As a result, Allied Waste continues to have a strong growth outlook as a leading 
company in the solid waste-management industry. 
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he economic turmoil in Asia is over, 
if the analysts, who have been 
busily digesting the figures this 
autumn, are correct. That is good 
news for many Italian exporters for whom 
the Far East is an important area for 
business. Strong recoveries in Thailand 
and Korea, firm growth in China and signs 
of an upturn in Japan should bring some 
bounce to Italian exports. The situation is 
encouraging even in Latin America, says 
Piero Fassino, the foreign trade minister. 
He is also optimistic that business 
conditions in the USA, where Italian firms 
have done well, will continue favourable. 


Closer to home, the French economy and 
the German economy at last seem fo be 
improving. This is bringing benefits to 
italian firms as France and Germany are 
the two biggest export markets. 


for the whole of 1999 similar to.last year. 
The foreign trade minister is also optimistic 
that inflation in Italy will not hurt exports. 
This year Italiani prices are expected to 
rise by about 1,5% and the government's 
medium term economic and financial 
plan is based on inflation dropping from 
1,2% next year to 1% in 2003. While Italian 
prices are increasing more rapidly fhan 
those of Italy's main European partners, 
this does not pose a threat to export 
competitiveness, says Mr. Fassino, Today's 
inflation is modest. The consumer price 
index increased by 6-5% in 1990 and 
annuat inflation was still above 5% as 
recently as 1995. 


“Twenty years ago annual price rises were 
around 20%. Italy used to be a medium- 
to-high inflation country. Beating inflation 
has been one of the great 
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Even the large increase in the price of 
crude oil and natural gas this year has a 
positive side. “Energy exporting countries 
will be able to push ahead with projects 
and purchases that were suspended when 
the oil price slumped”, notes Mr. Fassino. 
ftaly ought to profit from its close relations 
with Algeria, Lybia and the Gulf States. 

Italy has run a substantial surplus on its 
merchandise trade account since the 
mid-1990s, although this surplus was lower 
last year than the record levels that were 
reached in 1996 and 1997 (see chart). 
And the dampening effects of the crises 
in Asia, Latin America and Russia were still 
being felt in the first half of this year. But 
prospects are looking brighter for Italian 
exporters and Mr. Fassino expects that 
second-half improvements will allow Italy 
to record a surplus on merchandise trade 





achievements in the second-half of the 
1990s”, says: the foreign trade minister. 
Despite Italy's high dependence on 
imported fuel, he does not expect this 
year’s increases in the prices of crude oil 
and natural gas will boost inflation 
significantly. 


in the past, Italy used devaluation to 
tackle decline in export competitiveness 
caused by infiation. Indeed, the 
effectiveness of the exchange rate lever 
was shown in 1992 when the tira was 
forced out of the European exchange 
rate mechanism. Exports received an 
immediate boost while imports were 
discouraged. Italian exporters can no 
longer hope to be rescued from the 
effects of domestic inflation by 
devaluation of the lira, however. This 
option disappeared when Italy’s currency 
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became a founding unit of Europe's 
single currency, the euro, at the 
beginning of this year. 

“Failure to participate in the euro from 
the very beginning would have been a 
disaster. Italy would have been pushed to 
the economic sidelines in Europe and the 
world’, comments Mr. Fassino. He notes 
that a double price is paid for devalua- 
tion which he describes as bringing short- 
term advantages and long-term 
disadvantages. First, imports cost more 
and this renews inflationary pressures. 
Second, firms become accustomed to 
the devaluation mechanism. and stop 
pursuing improvements in efficiency. 
Being part of the euro encourages firms 
to compete on quality and innovation. 


The lira‘’s presence in the euro has also 
meant continuing a government policy 
of financial rigour that took fast year’s 
pubblic sector deficit below the threshold 
of 3% of GDP needed to qualify for 
participation in European economic and 
monetary union. This year the deficit is 
heading towards around 2,5% of GDP 
and the medium-term economic and 
financial pian foresees 1,5% next year 
and 0,1% in 2003. 


ENCOURAGING INTERNATIONALISATION 
The government aims to reinforce the 
market economy through further 
privatisation of public sector businesses 
and liberalisation, and by reducing fiscal 
pressure. At the same time, it is 
committed to improving infrastructure. 
This strategy will be doubly beneficial. 
First, Italy's own firms will be able to gain 
in efficiency. Second, it will encourage 
inward investment by foreign firms into 
Italy, which is presently far less than the 
direct investment into Britain, Germany, 
France and smaller European countries. 
Mr. Fassino emphasises that the 
internationalisation of italian industry is not 
just a matter of exporting and attracting 
foreign investment into Italy. Italian firms 
must be encouraged to invest abroad. 
Setting up in foreign countries does not 
necessarily cause the loss of jobs ot home. 
Italian firms who invest outside Italy do so 
in order to gain markets. These are 
strategic decisions that can bring more 
jobs for italian workers, “Autarchy is not 
the way to create employment”, says Mr. 
Fassino. 

Building and operating factories in forel- 
gn countries often require firms to over 
come considerable language, legal 
and administrative obstacles. Italian 
firms are starting to show the same 
dynamism, powers adaption in outward 
of investment that they have shown and 
won results from, in exporting. 
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TRADING OUT OF GLOBAL DIFFICULTIES 


Some italians started to worry when last 
year’s trade figures were published: the 
surplus on merchandise trade was about 
one tenth down on 1997. Yet despite the 
fali, the surplus amounted to 46 trillion lire 
and was equal to one eighth of itatian 
imports of goods. Since the mid-1990s 
Italy has consistently recorded large 
surpluses on merchandise trade, a far cry 
from the opening years of the decade 
when trade was in deficit (see chart). The 
worriers were too gloomy; the account 
was in good health last year. 


While the surplus has dropped, experts 
have not declined. To the contrary, the 


Italion sales there fell by 20%, the country 
slipped from fourteenth to seventeenth 
place among italy’s export markets. Yet 
exports to Poland improved strongly. With 
imports from Italy 5.8% higher, Poland 
move ahead of Russia. From being Italy's 
fifteenth most important export market. it 
became thirteenth. 


italian. exporters suffered setbacks in 
some. markets fast year but in others they 
gained ground. Exports to Romania rose 
by 19.4%, to Hungary by 15% and to the 
Slovak republic by 4.5%. And although 
sales to Brazil declined by 4.4% and to 
Argentina by 2.3% Italy's share of imports 
by Latin American countries increased. 
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upward trend in the sale of Italian goods 
abroad has continued. Last year the 
increase was 2,8% in money terms, to 42] 
trillion lire, a real advance of 1.6%, 
Exporters continued to produce results 
notwithstanding the difficulties caused by 
a world economic slowdown, the crises in 
Asia, Russia and South America, and a 
loss of competitiveness of Italian goods, 


Far East turbulence was double-edged. 
Italian sales were hit directly and 
indirectly as manufacturers in Asia 
benefited from devalued currencies and 
took markets from Italian firms. The 
measure of the crisis was a fall of almost 
one third in the value of Italian sales to 
Asia last year. Exports to Malaysia, South 
Korea and Thailand were halved while the 
Indonesian market slumped even more. 
Although its exchange rate was unaffec- 
ted, and its economy hit less than others in 
the region, China's spending on Italian 
goods was 17.6% lower. Exports of invest- 
ment goods to China, the biggest market 
in Asia for Italian manufacturers, fell by 
almost a quarter, due to greater competi- 
tiveness of newly industrialising countries. 

Russia was also a disappointment, As 
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ttaly’s position also improved in Africa. 
Crucially, exports advanced in real terms 
in all italy’s ten main markets. The USA, 
where exports increased by 12% was 
again the third most important foreign 
market. Not only that, but bouyant US 
demand for Italian goods helped the USA 
to continue providing Italy with the 
biggest contribution to its merchandise 
trade surplus. Last year it amounted to 
over 17 frillion lire, thanks to Italian exports 
worth 36 trillion lire and US exports to Italy 
of just under 19 trillion lire. 


Selling globally means dealing with the 
Far East, Africa, Eastern Europe, Latin 
America and North America, And italian 
firms are busy almost everywhere. An 
inscription on the Palazzo della Civiltà del 
lavoro, the modernist *colosseum” in 
Rome’s EUR suburb, describes Italians as a 
people of poets, painters and saints. The 
inscription also includes scientists and 
navigators. Exporters could be added 
nowadays, Few places seem to be 
beyond the reach of Italian firms. 

But their biggest business is done close to 
home. Italy's two largest foreign markets 
are Germany and France. the former 





alone taking 16.5% of total exports last 
years. Nine of the ten biggest markets for 
Htalian goods are in Europe (see chart). 
Eight of them (effectively nine but 
Beigium and Luxembourg count as one 
for trade) are Italy's partners in the 
European Union, the outsider being 
neighbouring Switzerland, ranked. sixth 
among export markets. And Europe's 
importance has grown. Members of the 
EU absorbed 55.5% of total Italian exports 
last year Europe overall 60.5%. 


DELIVERING THE GOODS 


Italy produces goods that foreigners 
want, Italian style and the Mediterranean 
diet have won many followers throughout 
the world, explaining the success of 
fashion; footwear and food in the 
merchandise account. 

Exports of clothing and accessories were 
worth almost 26 trillion lire in 1998, equal 
to 6.1%.of total exports and putting this 
item heavily in surplus. Milan has 
challenged Paris as the world’s fashion 
capital, and perhaps has now edged 
ahead. While leading fashion houses are 
essential, the clothing industry could not 
rely on just these to generate volume. It is 
no. surprise that clothes racks in major 
high streét stores in.Nothern Europe 
display suits off the same italian 
production lines that make garments for 
the top tabels: 


Halian firms. have taken fashion to 
sunglasses and spectacles. now a major 
business generating large export sales 
and d big surplus. Shoemakers earned 
over 13 trillion lire from exports last year, 
which was more- than three times the cost 
of footwear imports to the balance of 
payments. Jewelry is another sector 
where Italian fashion flair and crafts skills 


have allowed firms to do well in export 


markets. At 8 trillion lire in 1998, jewelry 
exports were six times greater than tralian 
imports. 


As for food, travellers shopping at the 
main ftalian airports are left with no 
doubts about the large range of local 
specidiities, from pasta in its many shapes 
and forms to olive oil and parmesan 
cheese, to name just some. This summer 
Britain's historic Wine Society described 
italy as arguably the most exciting wine 
country in the wortd. No problem of 
choice for travellers in a hurry to grab a 
small present for those back home; a 
taste of Italy makes a welcome adaition 
to any table. 


Fashion. footwear and food record 
excellent performance for sales outside 
italy. Yet the trade figures reveal some 
commen misconceptions about the 
italian goods that have markets abroad 
and show that firms in other sectors sell 
outside Italy./talian exports are not just 
fashion, footwear and food. Far from it. 
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Furniture is another sector where exports 
are substantial, again thanks to the same 
winning combination of attractive design 
and manufacturing skills that underline 
the success of the other industries. Last 
year Italy's furniture makers had 15 trillion 
lire of exports. a figure that was eleven 
times the cost of furniture imports. 
Refrigerators, freezers, washing machines 
and dishwashers also contribute to Italy's 


kaly. selis to 
Halan exports: top ten countries (% total) 
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trade surplus. So do ceramic files, 
a business where the country is a world 
leader. Last year, the tilemakers had 
export sales of almost 6 trillion lire, an 
increase of 5.9% on 1997 and a figure that 
was 43 times what Italy paid tiles from 
abroad. 

Behind the success of Italian ceramic tiles. 
and much less visible, are the 
achievements of the firms who make the 
machinery for producing the tiles. The tile- 
makers depend heavily on the machinery 
makers for innovation and ever-higher 
efficiency in the plant for the various 
phases of production from materials 
preparation to ovens and handling. 
About 70% of sales of the firms that build 
the machinery for making ceramic tiles 
are in export markets. 


Ceramic tiles are one example of the 
Italian system in which makers of the end- 
products are backed by the makers of 
the machinery for manufacturing. 
Another example is jewelry where Italian 
firms make much of the machinery. 
National industry supplies machinery for 
the textiles, clothing and footwear sectors 
and for making furniture. Pasta makers 
and tomate canners buy their equipment 
at home. Italy has a world name for 
making robots for motor car construction. 
Industrial machinery and equipment are 
important earners in foreign markets. One 
count shows that their exports were worth 
over 66 trillion last year against imports of 
23 trillion lire. 


THE EXPORTERS 


From Tokio to Toronto and from Boston to 
Berlin, consumers are familiar with the 
names of the big Italian fashion houses. 
And Italian cars are known fhroughout 
the world, Italian domestic appliances 
serve many housewives outside Italy. 
Many Italian food companies are 
internationally recognised. Large 
companies are big abroad as well as at 





Yet small and medium sized enterprises 
(SMEs) provide the backbone of the 
Italian economy. Over 99% of firms in Italy 
have less than 50: people on their 
payrolls, Given the weight of SMEs, if is not 
surprising that many export or that 92.5% 
of exporting firms have payrolls of less 
than 50. Almost 82% of exporting firms in 
1998 had annual revenues of less than 1 
billion lire. The number of firms exporting 
manufactured goods was more than 
160,000 last year. While the number of 
manufacturers who sell abroad has 
increased little since the early 1990s, their 
average export revenues have almost 
doubled, thanks both to geographical 
diversification and fo firms. building up 
their foreign markets. 


As might be expected, Italy's large firms 
are most geographically. diversified, 
However, medium sized concerns have 
also been tackling many markets. One 
out of two of them sold in every one of 
ten world areas. It is iikely that this 
diversification helped soften the impact 
on Italian exports of the problems in East 
Asia, Russia and Latin America, More then 
one half of medium sized firms sold 
abroad in each of the last five years. 


‘Manufacturing is concentrated in the 
north of Italy, where more than two thirds 
of exporting firms are based. The region 
with the highest number of exporters is 
Lombardy. The thriving northeast Veneto 
and Emilia Romagna regions are also the 
home of many exporting firms. So is 
Tuscany in central Italy. While the north 
and, to a lesser extent, the centre are 
where most of Italy’s export revenues are 
produced, the south is not absent from 
export business. Indeed, the proportion of 
southern firms among Italy’s exporters has 
been increasing. But exporters in the 
“Mezzogiorno” tend to be smaller and 
less consistent in selling abroad than 
northerners. 


There were 52,000 exporting business in 
Lombaray in 1998. At the other end of 
Italy, Basilicata, the small instep region 
made famous by author Carlo Levi in his 
book “Christ stopped at Eboli”, had just 
246 exporters. Visitors to Basilicata, a 
mainly mountainous and agricultural 
region, may wonder what products its 
firms offer foreign markets. Yet, despite 
the handicaps of distance and isolation 
that Lombard firms are spared, 
Basilicata’s businessmen have been 
drumming up business abroad. 


THE TRADE ACCOUNT'S OTHER SIDE 


Rich in cultural and historical treasures, 
italy is poor in natural resources, Domestic 
energy supplies are modest.The country 
has virtually no coal and only small 
quantities of oil and natural gas; indige- 
nous natural gas resources are enough to 
cover fess than four years demand. 
Production of hydroelectricity, whose 
sources are now most fully exploited, 
cover barely one sixth of total electricity 











demand, Mineral resources are insubstantial. 
Extensive mountains, the Apennine spine 
as much as the Alpine arc, and hills limit 
efficient agriculture, 


In order to export and for its economy to 
grow, Italy must import. But more than 
that, Italy is locked into a global network 
of advanced industrial economies. 
Italians are sophisticated consumers who 
want the widest choice of goods whether 
they be English raincoats, French 
champagne and perfumes, German 
cars, Japanese hi-fi equioment, American 
computer software or Scotch whiskey 
and salmon. In addition to raw materials 
and semi-finished goods, Italian industry 
imports computers and specialist 
equipment, while the aircraft operated 
by the country's airlines are mainly non- 
italian. 


Given Italy's limited energy resources, 
that energy products are the biggest 
deficit item in the trade account is 
unsurprising. Last year the deficit 
amounted to over 25 trilllon lire which, 
thanks to the softoil prices, was 6 trillion lire 
less than in 1997. And the cost of being a 
transformation economy is also seen in 
the imports of other raw materials like 
wood, paper pulp, textile fibres, raw 
fertilizers, metallic minerals and hides. 
Import of raw materiais other than energy 
products amounted to 23 trilion last year 
with a deficit of over 18 trillion lire, 


italy also imports considerably more che- 
micals products than it exports, 48 trilion 
lire of imports for a deficit of 11 trillion lire 
last year. Food and livestock also incur a 
deficit, almost 11 trillion lire on imports of 
33 trillion lire. Dairy products, meat and 
fish are other important deificit items. The 
trading account also show large deficits 
in computers, and telecommunications 
and hi-fi equipment. Moreover, italians 
are not averse to buying foreign cars, the 
deficit being 10 trillion lire last year on 
imports costing 44 trillion lire. 


Italy's main supplier country is Germany, 
from which it imported goods costing just 
over 70 trillion last year. With exports to 
Germany of just under 70 trillion, the 
merchandise trade account was 
approximately in balance, The situation 
was different with France, Italy's second 
most important supplier. While Italy 
imported over 49 trillion of French goods 
in 1998, exports by Italian firms to France 
exceeded this figure by over 4 trillion lire. 
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Most of the countries who provide Italian 
firms with their biggest markets also 
appear in the list of Italy's main suppliers. 
Among the exceptions are Libya and 
Algeria (ranked fourteenth and fifeenth), 
from which Italy imports oil and gas, and 
Romania (ranked nineteenth) which is 
used by numerous Italian firms as a 
supplier of semi-finished goods. 


Nine of the ten largest export markets 
appear among Italy's ten leading supplier 
countries, the top nine being the same. 
Those top nine supplier countries, which 
comprise seven EU members (effectively 
eight but Belgium and Luxembourg are 
considered together) pius the USA and 
switzerland, accounted for almost two 
thirds of Italian imports.Last year Italy 
ranked sixth among the world's exporters 
with 4,5% of total world exports and sixth 
among the importers with 3.8% of total 
imports, figures that underline the 
importance of a liberal world trade regime. 


SUPPORT FOR ITALIAN EXPORTERS 


The made-in-italy label was given a boost 
in Argentina this spring when the Istituto 
Nazionale per il Commercio Estero (ICE, 
foreign trade institute) made the South 
American country, home of a large 
community with italian origins, the focus 
of a major promotional exercise for 
italian goods. China was given. similar 
attention two years ago. Organising such 
blockbuster events, in countries offering 
significant immediate prospects like 
Argentina or potential in the longer term 
like China, is the part of the ICE's job that 
gets most public attention. Made-in-italy 
ran for 7 days in Buenos Aires, involved 
440 firms and was supported by leading 
business and political figures like Piero 
Fassino, foreign trade minister and Giorgio 
Fossa, president of Confindustria, the 
italian industrialist’s confederation. Media 
coverage for the event, which cost 9 
billion lire, was extensive. 


Most of the efforts of the institute, the 
principal organisation for supporting 
italian exports, are directed, however 
towards initiatives that catch the eye 
rather less. About one half of ICE's 103 
billion lire promotional budget last year 
was spent on helping italian firms attend 
selected trade fairs and shows 
throughout the world. As well assisting 
exporters display their wares, at some 
events ICE set up its own “Punti Italia” 
stands for italian exporters to use as 
meeting points with propsective buyers or 
for distributing sales materials, 


With its great wealth, booming economy 
and, like Argentina. a large number of 
people with family links to Italy, the USA is 
an obvious target for ICE's efforts, Almost 
one quarter of the institute's budget was 
spent last year with the aim of increasing 
italian business with the USA. ICE's 
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promotional activity in the USA centred 
on fashion and food, providing support 
for italian firms to attend amongst others, 
at Las Vegas's Magic fashion fair and 
editions of Fancy Food in New York and 
San Francisco: 


ICE's second priority last year was the Far 
East and, although the Asian crisis led to a 
reallocation of resources, this still absor- 
bed one fifth of the insitute’s budget. 
China and Hong Kong were the principal 
targets. Fashion and related sectors were 
strongly promoted, with the italian 
presence being supported at textiles and 
leather goods fairs in Hong Kong and the 
jewelry fair in Tokyo, but ICE hada 
different focus for China. There the 
foreign trade institute underlined the 
strength of Italy's engineering sector by 
organising participation in fairs for textile 
machinery, woodworking machinery and 
car components. 


Trade promotion in the European Union, 
ICE's third priority region absorbing about 
one sixth of the budget, focused both on 
traditional sectors like agri-food and on 
those where Italy has a thriving national 
industry that does not attract the same 
media attention, such as car 
components and industrial cleaning 
equipment. France was allocated the 
biggest share of ICE's spending in the EU, 
promotion there receiving almost one half 
of total for the region. 


Over recent years ICE and the ministries 
dealing with the country’s exports have 
worked to correct the image that 
foreigners :have of the “bel paese”. Fine 
wines, good foods, fashionable clothes 
and smart footwear offen head the list of 
goods that are associated with Italy. But 
as the trade figures show, Italian export 
business is more than that. While ICE still 
allocated aimost one fifth of its promotional 
budget to agri-food last year, the most 
heavily supported sector, the institute’s 
allocation to machine tools and 
engineering equipment was almost as 
large. 


ftalian exporters get more from ICE than 
support for taking part in trade fairs. The 
institute offers other services that aim at 
helping business to sell abroad. The 
collection of information about foreign 
markets is often a firm's first step towards 
exporting, Exploiting its network of 85 
offices in 67 countries, ICE offers firms a 
hand, by maintaining data banks, 
publishing country guides, giving 
information on local tax, customs and 
company law, and by providing exporters 
with the names of potential customers. 
Firms may also use the insitute as their 
consultant for a range of activities that 
include market analysis, research aimed 
at finding partners, the organisation of 
meetings and the preparation of draft 


contracts. And with the aim of getting 
Italians interested in exports at an early 
age and providing candidates for export 
sales departments, ICE runs training 
courses for young Italians and managers 
from emerging economies. 


STATE’S ROLE IN EXPORT FINANCE 


The second half of the 1990's have 
brought a significant drop in the heip that 
italian firms receive from the government 
in financing and insuring their export 
business. 


Last year assistance for export credit was 
granted on 1.2 per cent of exports, a 
figure that rose to 1.7 per centasa 
proportion of investment and durable 
consumer goods. On average during the 
1980's, Italian firms obtained assistance 
on export credit for 13.9 per cent of their 
foreign sales of investment and consumer 
durable goods. Even in the first half of the 
present decade the figure was 10.4 per 
cent, 


Among the factors underlying the 
change is that the margin of assistance 
granted on export credits have fallen and 
this has reduced firms’ interest in applying 
for it, A shift in firms’ export markets has 
also contributed to the decline. Another 
factor has been the restrictions 
introduced in 1997 which excluded credit 
assitance for exports of consumer and 
semi-finished goods that are not part of 
investment goods. 


Export credit insurance provided by state 
has also fallen considerably over recent 
years. This is partly due to the process of 
international harmonisation within both 
the OECD and the European Union 
aimed at reducing competitive distortions 
caused by public sector insurance 
agencies, 

Legislation enacted in 1998, has 
reorganised Italian trade promotion and 
the financial aspects associated with it, 
Better use of fewer resources is today's 
watchword. 


Ke Italian Institute for Foreign Trade 


Headquarters: 

Rome - Via Liszt, 21 

Promotion and International Cooperation Dept. 
Fax +39-06-59926898 
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Is there a notebook that presents itself as well as I do? 


Only Armada from Compaq has the strength 
of character to put your best foot forward and 
present flawlessly first time, every time. You see, 
the Armada notebooks are incredibly reliable 
thanks to Intelligent Manageability and our 


unrivalled global service and support. They're 


the kind of notebooks that are designed for 
business to win business. From the first people 
to see the genius of actually taking computers 
out of the office and making them count 


on the road. www.compaq.com/asia/armada 
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CHINA AND THE WTO 








The real leap forward 


BEING 


China’s bid to join the World Trade Organisation is the Communists’ deepest 
new commitment to economic reform for more than 20 years 


O DOUBT much of the tough-talking 

and last-minute brinkmanship was for 
the benefit of hardline opponents of a trade 
agreement on both sides: in Washington as 
well as Beijing. Still, the sudden appearance 
of Zhu Rongji, China’s prime minister, on 
November 15th, as the Americans were pack- 
ing up to leave, caught everyone by surprise. 
It also clinched the deal. As journalists came 
in to witness the signing ceremony a ‘few 
hours later between Shi Guangsheng, Chi- 
na’s trade minister, and Charlene Barshef- 
sky, America’s top trade negotiator, minions 
were still frantically initialling the piles of 
documents. At least one Chinese official was 
not behaving as if this agreement might 
sound the death-knell of socialism. “Com- 
rades,” he barked at the journalists. “Don’t 
stand on the chairs.” 

The China-America deal paves the way 
for China’s admission to the World Trade 
Organisation, after 13 years of trying, though 
quite a few matters have to be tied up first 
(see box on next page). China is not, as it had 
long hoped, going to join the wro before the 
organisation’s summit meeting in Seattle at 
the end of this month. More likely, it will be 
able to accede next year, still in time to join 
early the round of global trade talks that is 
due to be launched at that gathering. 
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Both national leaders involved in the 
deal took political gambles. Bill Clinton, cer- 
tainly. He wants America’s re-engagement 
with China to be a crowning foreign-policy 
success, after a series of blunders. Buta much 
bigger gamble was taken by China’s leaders. 
The Clinton administration’s looming battle 
with Congress over China's accession to the 
wTO will be a minor skirmish compared 
with that just fought by Jiang Zemin, China’s 
president, and his “reformist” allies within 
the Communist Party. Mr Zhu’s own posi- 
tion has been under threat for months, so his 
latest intervention was a bold one. He may 
calculate that the implacable opponents of 
his economic reforms, including wro mem- 
bership, will eventually get his scalp. But, by 
then, the wro will be an external (and irre- 
movable) discipline that ensures his bogged- 
down reforms to the state sector will move 
forward again. 

Joining the wro will bring China a great 
deal of short-term pain. The timetable for 
dismantling many local protections is bru- 
tally swift. With luck, the benefits of mem- 
bership—in terms of new jobs in a reinvigo- 
rated economy and of fresh flows of foreign 
investment—will quickly follow. But the 
leadership's readiness to undergo the pain 
suggests a deeper commitment to reform, 





refereed now by outsiders, than most com- 
mentators had hitherto expected. 

Membership of the wto, of course, is 
first and foremost about external trade rath- 
er than domestic reform. Here, some observ- 
ers look at China’s obvious trading success in 
recent years, and wonder why its leaders 
should commit now to the disciplines of 
membership. After all, the value of China’s 
exports to the rest of the world has climbed 
on average by 15% a year for 20 years, and im- 
ports have grown by an annual 13%. That 
beats even the expansion of Japan’s trade in 
the golden years between 1953 and 1973. 

This does not give the whole picture, 
however. By 1955 Japan was already the 
world’s ninth-biggest exporter. As China 
Economic Quarterly (CEQ, an independent 
publication) points out, China only became 
the tenth-biggest in 1992, fully 15 years after 
its “trade miracle” began. And, with annual 
average income per head today of just $773, it 
is still a desperately poor country. 

Most of the period of trade reform has 
been spent merely making up for trade de- 
stroyed during the Maoist era. Before “libera- 
tion” in 1949, China’s two-way trade had 
reached a peak in 1928, when it accounted 
for 2.3% of the world total—a level not sur- 
passed until 1993. In 1977, before the reforms, 
China’s share had fallen toa mere 0.6%. 


A place in the world 


None of this, however, is to belittle China’s 
trade achievement. Last year the country 
shipped $184 billion of goods, and imported 
over $140 billion. To America alone, it will 
ship over $70 billion of goods this year, up 
from just $324m in 1978. Two out of every 
three toys sold in America are made in Chi- 
na. The World Bank estimates that at least 
one-third of suitcases and handbags sold 
elsewhere in the world are Chinese-made, 
along with a quarter of the world’s toys and 
one-eighth of the world’s footwear and 
clothing. China has a bottomless pool of 
cheap, reasonably efficient labour. When 
that is combined with the skills of buyers in 
Hong Kong and Taiwan who understand 
shifting fashions in the West (Barbie, as CEQ 
points out, needs a new outfit every few 
months), China displays its competitive ad- 
vantage. The country is unbeatable in low- 
margin, quick-to-market manufactures. 

But China is still constrained by man- 
aged trade. The greatest constraint comes in 
textile exports to rich countries. China’s 
share of the world market in garments is kept 
at 17%, thanks to quotas imposed under the 
Multi-Fibre Agreement (mea). In addition, 
World Bank research showed that some 62% 
of Chinese exports to America and 48% of ex- 
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CHINA AND THE WTO 


ports to the European Union faced non-ta- 
riff barriers in 1993. Since then, America has 
imposed new quotas on Chinese-made silk, 
and Europe has slapped quotas on a range of 
Chinese goods, including footwear, toys and 
kitchenware. Membership of the wro does 
away with all of these restrictions. China has 
negotiated with America a phase-out of MFA 
quotas by 2005 (when the mra expires), 
though some tariffs will remain. 

America, however, is keeping provisions 
against import “surges” of Chinese textiles 
and other products for longer—12 years in 
most cases. In a further sop to American pro- 
ducer lobbies, special anti-dumping provi- 
sions, which define China as a “non-market” 
economy, will continue in force for 15 years. 

But, in practice, very little pain is likely to 
be felt by western producers, who will also 
have the advantage of the wro’'s dispute-set- 
tlement mechanism should China break the 
rules. Textile companies in America, whose 
lack of competitiveness has long been 
shielded behind protectionist measures, will 
suffer somewhat. But it is nonsense to claim, 
as American unions are now doing, that Chi- 
na will bury the West. America’s trade with 
China is merely half its total trade with Mex- 
ico, and even less than that with South-East 
Asia. For Europe, too, China is a second- 
ranking trade partner. Many countries do al- 
most as much trade with Taiwan as with 
China. Nicholas Lardy, of the Brookings In- 
stitution, estimates that, of all the manufac- 
tures sold in oec countries, China accounts 
for just 0.5%. China can do much better than 
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that, and it deserves to be allowed to try. 

China’s trade potential, then, is much 
improved by wro membership. But in the 
long run, it is upon the structure of the do- 
mestic economy that the deal would have a 
truly dramatic effect. The outcome, if Chi- 
na’s commitments are stuck to, will be a vast- 
ly more efficient economy, shorn of most of 
its socialism. Some analysts, awed by the 
economic strides China has already made, 
deny the dead weight of the state sector. 
After all, they argue, it accounts these days 
for probably less than half of China’s annual 
cpp, and its share is shrinking. Meanwhile, 
entrepreneurial vigour has sprung up 
around the moribund state sector, which 
can be left to wither on the vine or be cut 
back gradually by China’s enlightened lead- 
ers. Nothing too much to worry about. 

This view ignores the baleful effects that 














~ thestate sector has on the efficient allocation 


of resources. State firms—most of them un- 
profitable—still employ about two-thirds of 
all urban workers in China. They command 
about nine-tenths of the financial resources 
of the big four state banks. The banks, as a re- 
sult, are technically insolvent. 

Moreover, in reforming the state sector, 
China’s leaders have run up against a brick 
wall. Certainly, many smaller state enter- 
prises have been merged with others or shut 
down, and millions of workers have lost 
their jobs. But private enterprise’s capacity to 
create new jobs has been stifled by a short- 
age of capital for new ventures, and by the 
state’s tendency to frustrate new business or 
at least demand a share of it. State banks 
have improved their behaviour. In the prov- 
inces, they no longer feel compelled to lend 
tostate companies. But enterprises under the 
central government are another matter. And 
banks have faced little competitive pressure 
to clean up their balance sheets. Unable to 
forge a domestic consensus for deeper re- 
forms, China’s leaders have reached for an 
external stick: the wto. 

The consequences will be profound in 
all sectors of the economy. Take farming. Un- 
der the deal with America, deep cuts in ta- 
riffs will by made by 2004, to just 14.5% for 
several bulk commodities such as wheat and 
maize. Quotas for low-tariff agricultural im- 
ports will also be expanded. The effect, Mr 
Lardy points out, will be to prevent China 
from, for instance, continuing to keep do- 
mestic wheat prices far above world market 





HINA’S deal with America is a big step 

towards wro membership. But many 
obstacles remain. At least 24 of the wro’s 
| 135members, notably the European Union, 
have yet to agree entry terms with China, 
and America’s Congress has to endorse the 
deal. These bilateral market-access deals 
then have to be stitched together into a 
multilateral agreement at the wro. The 
wrto also has to assess whether China 
complies with its rules in areas such as in- 
tellectual property and health standards, 
and China will need to amend its laws 
where necessary. All of this will take at 
least six months, and probably longer. 

America’s move will spur China’s ne- 
gotiations with those wro members yet to 
clinch bilateral deals. Barely could Chinese 
officials get their heads down after the 
marathon negotiations with the Ameri- 
cans, than the £u’s trade commissioner, 
Pascal Lamy, was expected in town. 
Among the other countries still to reach 
agreements are Canada, Brazil and India. 
Since America has so much clout, the con- 
cessions it has extracted from China will 


doubtless satisfy many others. But the Eu 
has different priorities in some areas, such 
as industrial tariffs. And even small coun- 
tries could hold out for a better deal in sec- 
tors that matter to them. 

The biggest hurdle for Chinese mem- 
bership of the wro, however, is Congress. 
Under American law, normal trade rela- 
tions with China are conditional on an an- 
nual vote in Congress that is swayed by 
China’s human-rights record. But this is in- 
compatible with wro rules, which forbid 
countries from placing conditions on ac- 
cess to their markets. America could ask for 
a waiver of wto rules. But China, which 
wants an end to the annual uncertainty, 
would not accept that. So Congress has to 
agree to change the law. 

That is not a foregone conclusion. Pro- 
tectionist and anti-Chinese sentiments are 
widespread on Capitol Hill. Claims that 
China stole America’s nuclear secrets and 
tried to subom its politicians whipped up 
a frenzy of China-bashing earlier this year. 
Trade unions, notably the AFi-c1o, and 


many environmentalists have already ` 


“4 
come out against the deal. Many Demo- | 
crats, including Richard Gephardt, House | 
minority leader, are critical of China's hu- | 
man-rights record and far from keen on | 
free trade in general—two reasons for re- l 
luctance to give up the handle they have | 
over trade with China. Some Republicans, 
including Trent Lott, Senate majority 
leader, also harbour mixed feelings about 
China. Even if Congress does not reject the 
deal outright, it will doubtless trytotackon | 
amendments unacceptable to China. 

Worse, the issue is unlikely to come be- 
fore Congress until early next year, when it 
could fall victim to electoral politics. Steve 
Forbes, a Republican presidential hopeful, 
is critical of America’s policy of engaging 
with China. Engagement was championed 
by former President George Bush, father of 
George W. Bush, the Republican front-run- 
ner. The son supports Chinese accession, 
but may be wary of handing Bill Clinton a 
big foreign-policy success in an election 
year, just as in the 1992 campaign Mr Clin- 
ton opposed the North American Free 
Trade Agreement (NAFTA) that President 
Bush had negotiated. If the Republicans 
decide to play rough, China’s accession to 
the wro may have to wait until 2001. 
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levels. Wheat imports will rise sharply. Great 
swathes of farmland in northern China de- 
voted to growing wheat will over time shift 
to high-value crops, such as vegetables and 
fruit. That is a much better use of China’s 
scarce land and water. 

Closed sectors of China's industrial 
economy will be blown open, as tariffs come 
down, quotas are abolished and foreign 
manufacturers take control of importing 
and distributing their goods. The car indus- 
try is a case in point. China’s vehicle mak- 
ers~—over 120 of them at the last count—are 
fragmented and inefficient. Most have stum- 
bled on, sheltered by high tariffs and local- 
government protection, resisting years of ra- 
tionalisation attempts by the central govern- 
ment. Under the wro, though, tariffs on 
imported cars are to fall from 80-100% to just 





25%. And foreign car makers are to be al- 
lowed to supply financing for buyers. Do- 
mestic car makers will be forced to bring 
their costs down by at least two-fifths if they 
are to survive. Many of them will close. 

In profitable sectors, too, the state’s pow- 
er will wane. Telecoms have been jealously 
guarded by the Ministry of Information In- 
dustry, whose boss, Wu Jichuan, was telling 
foreigners only a few weeks ago that they 
were strictly banned from providing tele- 
coms and Internet services. From the date of 
wTO accession, foreigners may now take 
stakes of up to 49% in telecoms and Internet 
companies, rising to 50% (with management 
control) in two years. An independent regu- 
latory authority for telecoms is to be set up. 
Lower prices and better service should fol- 
low—a reallocation of resources from the 
state to telecoms customers. 

Over time, some of the profoundest 
changes will come in the financial system. 
Foreign banks will be allowed to do local- 
currency business with Chinese companies 
within two years of wto accession, and with 
Chinese individuals within five years. The 
geographical rules on where foreign banks 
may set up will go. This will before long be a 
severe test for domestic banks, especially if 
the central bank gradually liberalises inter- 
est rates. Local banks will need to acquire the 
skills to lend to the best projects. And they 
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will need to. repair their f 
balance sheets. Otherwise, 
deposits will flow to for- | 
eign banks with better bor- | 
rowers, fewer non-per- | 
forming loans and | 
therefore higher interest | 
rates on offer to depositors. | 
This competition is among | 
the boldest moves of Chi- 
na’s reformers, because it 
raises the odds of a system- 
ic banking crisis when Chi- 
na’s state banks are forced 
to bring their dirty washing out into the 
open. Already, just days after the wro deal, 
Chinese academics are calling for foreign 
banks to be allowed to take stakes in the state 
banks to help recapitalise them. Before, the 
idea was taboo. 


bese Ge 


Enter the foreign devils 


So what is in it for foreigners? Because half of 
all China’s exports (and three-quarters of its 
manufactured ones) are made by compa- 
nies in which foreign investors have a stake, 
a boost in exports from wro membership 
will undoubtedly be good for them. Yet, 
again, it is from the efficiencies that will be 
forced upon the domestic economy that the 
greatest benefits to foreigners will accrue. 
Multinationals will be able to import and ex- 
port as they please. Within China, they will 
now also be able to set up wholesale, retail, 
distribution and after-sales networks. Be- 
fore, foreigners were banned from distribut- 
ing products other than their own, and they 
were usually not allowed to own or manage 
their own networks. i 
Other barriers will also fall. Foreigners 
will not have to submit to local-content re- 
quirements, and deals that insiston transfers 
of technology will be subject to wro rules. 
Both issues have blighted many multina- 
tionals’ operations in China. Moreover, Chi- 
na has agreed that state-owned enterprises 
may not discriminate against foreigners: 
commercial considerations must apply 
when purchasing goods or 
services. That will be another 
blow to the cosy links among 
state companies. 
Multinationals are elated 
at the deal. The gloss had long 
worn off the dream of a gold- 
en Chinese market; the re- 
strictions on doing business in 
China are onerous, and econ- 
omic growth fails to impress. 
A recent study by two aca- 
demics at the City University 
of Hong Kong, Li Shaomin and 
Dave Tse, concluded that the 
average return on equity of 
foreign-financed firms in Chi- 
na is a mere 3.1%. This year, in- 
flows of foreign direct invest- 
ment have fallen for the first 
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time since inward invest- 
ment first exploded a de- 
cade ago. 

A powerful lobby of 
American businesses has 
now swung into gear to 
convince Congress of the 
deal’s benefits (shades of 
the last century, when busi- 
nessmen dreamed of keep- 
ing Manchester's cotton 

| mills spinning by putting 
sorai | an inch on every Chinese 
~~ man’s shirt-tail). Still, the 
benefits will doubtless be spread unevenly. 
Retailers and distributors can be expected to 
see quick benefits, for China’s state stores 
totter under shoddy displays and an igno- 
rance of management accounting. For con- 
sumer goods, competition will remain fierce. 
Chinese companies have beaten out most 
foreign makers of white goods on the 
strength not so much of local protectionism, 
but of better marketing, after-sales service 
and even quality. Banks may soon have a 
wide vista for business, but they will still be 
pressed to find top-class borrowers. And 
China wiil keep trying to protect existing in- 
terests. The telecoms ministry, after all, has 
until now been almost as adept at keeping 
out domestic competition as foreigners. 

It is impossible to gauge accurately the 
economic benefits to China of wro mem- 
bership. But various instant forecasts have 
poured out:a doubling of exports by 2005;an 
extra percentage point of economic growth 
for the next decade; a doubling of foreign di- 
rect investment in the next five years; and a 
halving of China's unofficial unemploy- 
ment rate to 5%. All this, even more, is possi- 
ble. So too, of course is foot-dragging, back- 
sliding and a subversion of the wro from 
within. There will be plenty of time to throw 
cold water on the boosterish predictions, as 
the nightmare of implementation becomes 
apparent. But the optimistic goals of China’s 
reformers, benefiting a poor fifth of man- 
kind, are worth keeping in mind. 
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China’s open door 






America and China an- 
nounced a deal, after 13 years 
of talks, to allow foreign firms 
access to China’s markets, in 

exchange for China’s entry to 
the World Trade Organisation. 


The military government in 
Pakistan arrested over 30 
people, including the deposed 
(and detained) prime minister, 
former ministers and business- 
men, for failing to pay back 
loans. A former prime minis- 
ter, Benazir Bhutto, was also 
named. A new anti-corruption 
law came into effect. 


The United Nations imposed 
sanctions on Afghanistan, 
provoking mobs to attack the 
organisation’s offices in the 
capital, Kabul. Separately, the 
Taliban executed a woman in 
public for killing her husband. 


Two students were jailed for 
a year by a judge in Singa- 
pore after failing a random 
drugs test. They had smoked 
cannabis in Australia three 
weeks before returning home. 


In Malaysia, an opposition 
party called for the general 
election, scheduled for Nov- 
ember 29th, to be delayed to 
allow nearly 700,000 new vot- 
ers, likely to back non-govern- 
ment parties, to register. 


Irish hopes 


There were signs that Union- 
ists and Republicans would 
agree to work together in a lo- 
cal executive in Northern 
Ireland, ending a 20-month 
deadlock since the Good Fri- 
day peace agreement. The IRA 
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said it would begin talks 
about disarmament. 


The 54-country Organisa- 
tion for Security and Co- 
operation in Europe held a 
summit in Istanbul, where 
western governments again 
called on Russia to find a pol- 
itical end to the fighting in 
Chechnya. Russia’s president, 
Boris Yeltsin, left the talks 
early and went home. 


Germany’s government and 50 
companies made a new offer 
of compensation for Nazi- 
era slave labourers, but 
failed to win an agreement 
from groups representing the 
victims. 


A United Nations report on 
the massacre by Serbs of some 
7,000 Muslims in Srebrenica, 
in Bosnia, in July 1995, took 
responsibility for failing to 
prevent the killings. 





Let fe 

The second big earthquake in 
three months to hit Turkey 
killed over 550 people mainly 
in a town 200km (125 miles) 
west of Ankara, the capital. 


Greek- and Turkish-speaking 
leaders of the two parts of 
Cyprus agreed to hold “prox- 
imity talks” in New York early 
next month under the aegis of 
the uN. 


Sweden’s prime minister, Go- 
ran Persson, said that, sooner 
or later, his country would 
adopt the euro. 


| Investigating 990 


Americans investigating the 
crash of EgyptAir Flight 990 





28 





{AVAILABLE BY E-MAIL FROM WWW.ECONOMIST.COM | 


POLITICS THIS WEEK 


on October 31st decided to de- 
lay a decision on turning the 
inquiry over to the rst for 
criminal investigation. The 
Egyptian Pilots’ Federation re- 
jected suggestions that a sui- 
cidal crew member could have 
caused the crash. 


In Côte d’ Ivoire, 11 opposi- 
tion leaders were jailed after a 
trial widely condemned as po- 


| litically motivated. Nine others 


were then arrested. Thousands 
of migrant workers fled across 
the border to Burkina Faso, 
apparently threatened by Ivor- 
ian farmers. 


More fighting between govern- 
ment and rebel factions was 


| reported in northern Congo. 


A group from the Organisa- 
tion of African Unity turned 
up, hoping to monitor a cease- 
fire signed three months ago. 


Congo-Brazzaville's govern- 
ment claimed its rebels had 
signed an accord to end their 
insurgency. At least one rebel 
leader denied this. A UN re- 
port spoke of hundreds of 
thousands of displaced civil- 
ians and victims of violence. 


Tunisia’s re-elected president 
appointed an economist, Mo- 
hamed Ghannouchi, to head 
his new government. Abdallah 
Kallel, who took a hard line 
against Islamists in the early 
1990S, is interior minister. 


America pays up 


As America’s budget nego- 
tiations drew to a close, con- 
gressional Republicans and 
the White House reached an 
agreement on the payment of 
nearly $1 billion in dues owed 
to the un. In exchange, a ban 
was to be placed on sending 
any American money to inter- 
national organisations that 
promote abortion. 


The Supreme Court agreed 
to decide whether team pray- 
ers uttered before football 
games breach the ban, in force 





| nar, held meetings with such 





since 1962, on organised prayer 
in schools. 


Spending on Medicare, the 

federal health programme for 
the elderly, declined last year 
for the first time since it was 

set up in 1965. 


President Fidel Castro played 
host to the Ibero-American 
summit in Cuba. Several of 
his visitors, including Spain's 
prime minister, Jose Maria Az- 


Cuban dissidents as had not 
been locked up before the 
event. But the gathering also 
condemned the United States’ 
embargo against Cuba. 


A constituent assembly ap- 
proved a new, 350-article con- 
stitution for Venezuela. It 
could allow President Hugo 
Chavez to stay in power until 
2012. Opposition members of 
the assembly called for voters 
to reject the document in a 
referendum planned for De- 
cember 15th. 


The Farc guerrillas, who last 
month began peace talks with 
Colombia's government, 
killed at least eight policemen 
in attacks in nine towns; the 
armed forces claimed to have 
killed up to 65 guerrillas. 


Fernando de la Rua, Argenti- 
na’s president-elect, was dis- 
charged from a clinic after a 
minor lung operation. Doctors 
said he should not shout for a 
month. That might complicate 
urgent talks with the outgoing 
Peronists over the budget, and 
with his own Alliance over 
choosing his cabinet. 
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mobile-phone and construc- 
tion firm, rejected an offer of 
€103 billion ($107 billion) from 
Vodafone AirTouch, the 
world’s largest mobile-phone 
operator. Vodafone is now 
planning a new offer which 
may top €u6 billion. Another 
rejection might spark a hostile 
bid, though no big hostile bid 
has ever succeeded in Ger- 
many. Vodafone's share price 
sagged, then recovered; Chris 
Gent, the company’s chief ex- 
ecutive, interpreted this as a 
message that the takeover is a 
| “good move”. 





MCI WorldCom, a recent 
entrant to Europe’s fixed-line 
telephone market, complained 
to the European competition 
authorities about the mobile- 
phone operations of Mannes- 
mann and Deutsche Telekom, 
KPN and Libertel of the Neth- 
erlands, and Comviq of Swe- 
den. The companies are all ac- 
cused of levying excessive 
charges for calls from mobile 
phones to fixed lines. 


Comcast, an American cable 
operator, agreed to buy Len- 
fest Communications, a 
cable-rv company with 125m 
subscribers, in an all-share 
deal worth $5.55 billion plus 
$1.5 billion in assumed debt. 
The deal is, in effect, a reward 
by arat, owner of 50% of 
Lenfest, to Comcast for not 
counterbidding when at&t 
bought MediaOne in April. 


The right label is everything in 
fashion and luxury goods, and 
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| will command a premium 
| price. Gucci, an Italian maker 


of luxury goods, acquired 


| Yves Saint Laurent, a 


French fashion house, as well 
as perfume brands including 
Fendi and Krizia, with the 
purchase of Sanofi: Beauté 
for FFr4.44 billion (¢703m) 
plus FFr1.7 billion in debt. 


Bayer, a German chemicals 
company, announced that it 
would acquire the polyols di- 
vision of Lyondell Chemi- 
cal, a maker of industrial po- 
lymers, for $2.45 billion. 


National Power, Britain’s 
biggest electricity generator, is 
to split its business into sepa- 


| rate domestic and internation- 


al firms. The move has not 
quelled speculation about a 


| takeover bid; National Power's 


shares have underperformed 


| badly against the market. 


| Reign of Terra 


Terra Networks, a Spanish 
Internet service provider, 
priced its shares at €13 ($13.50) 
for its initial public offering. 


| Shares in the company hit 


€29.90 in the first day’s trad- 
ing, valuing Terra at €8.4 bil- 
lion, more than twice as much 
as Europe's previous leading 
Internet share, Freeserve, a 
British Internet service provid- 
er that floated earlier this year. 


Ford, already developing a 
system with Microsoft to al- 
low consumers to order cars to 
customised specifications over 
the Internet, announced that it 
will test an online bidding sys- 
tem by providing a link on its 
website with Priceline.com, 


| an online auctioneer. One 


click will let shoppers com- 


| pare prices and negotiate with 


dealers online. 


Priceline.com added to the 
five major American airlines 
that it already serves by an- 
nouncing it will sell tickets for 
United Airlines, American Air- 
lines and us Airways. The 


| 
j 
i 
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| tion. 


| Marriott International, 
| America’s biggest hotel group, 


BUSINESS THIS WEEK 





eight airlines together have a 
90% share of the market in 
America. 


British Airways and 
American Airlines attempt- 
ed to revive an arrangement to 
sell tickets for each other’s 
flights, after a previous reve- 
nue-sharing and price-setting 
alliance fell foul of the regula- 
tors. Code-sharing will still re- 
quire approval from American 
regulators, whose stated price 
is the further opening of 
Heathrow airport to competi- 








said it will add 1,000 new ho- | 
tels to its 1,600 existing ones 
over the next five years, to 
give it a total of around 


480,000 rooms worldwide. E 


America’s Food and Drug Ad- 
ministration recommended 
approval for Lotronex, Glaxo | 
Wellcome’s treatment for ir- 
ritable bowel syndrome. This 
is good news for the British 
firm, which has struggled re- 
cently; sales of the drug could 
top $1 billion annually. 





Welling up 


Oil prices hit their highest 
level since the time of the Gulf 
war in January 1991. Brent 
crude futures for January 
reached $25.07 a barrel, as oil 
ministers from Saudi Arabia, 
Venezuela and Mexico agreed 
to maintain output limits until 
next March. 


Royal Dutch/Shell signed a | 
deal worth $800m with the | 
National Iranian Oil l 
to develop off- 








| talFina and Canada’s Conoco 


| prices rose by 2.6% in the 12 


| labour market and storming 


| 
| 
| 
| Club creditors. In return it | 
| 





shore oil fields. The company 
risks retaliation for breaking 
American sanctions against 
Iran, but it will take comfort 
because the Americans waived 
sanctions against France's To- | 


for similar offences. 


Coasting in neutral 


American consumer 





months to October, in line 
with expectations. But a tight 


growth persuaded the Federal 
Reserve that the threat of in- 
flation justified a quarter- 
point increase in interest rates, 
to 5.5%. However, the Fed also 
signalled a return to a “neutral 
bias” for future decisions. 
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The OECD, in its biannual 
Economic Outlook, suggested 
that America will need to in- 
crease interest rates to 6.5% by 
the end of next year to stop 
the economy from overheat- | 
ing. The oec» also revised up- | 
| 





wards its projection for world 
growth to 3.0% this year and 
3.5% in 2000. Japan's growth is 
projected at 1.4% in 1999 and 
2000, although even this 
would be threatened by any 
further rise of the yen. Japa- 
nese prices are expected to 
continue falling. | 





Russia hopes to write off 40% 
of its Soviet-era commer- 
cial debt and ease repayment | 
conditions for the rest of the 

$32 billion owed to London 


may convert some debt to sov- | 
ereign paper, making default 
harder. 
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A pity about Uncle Obuchi 


TOKYO 


Japan’s ruling party may go for an early general election 


HEN Keizo Obuchi became prime 

minister of Japan in mid-1998, he was 
seen by his countrymen as quite the most 
improbable occupant of the top job in de- 
cades. He was dismissed as “cold pizza”—a 
party hack. But the Japanese have a soft spot 
for ordinary folk who, thrust into demand- 
ing tasks, struggle to do their best. So they em- 
braced the 62-year-old Mr Obuchi; he was 
no longer a cold pizza but their favourite un- 
cle. And because he had no grand plans for 
reshaping Japanese society but was simply 
setting out to repair the economy, Mr Obuchi 
saw his approval ratings soar. They have 
now crashed. 

The latest poll suggests that support for 
Mr Obuchi’s cabinet has plunged over the 
past month from 48% to 32%, while its disap- 
proval rating has rocketed from 24% to 39%. 
Such a reversal in the mood of the people is 
almost unheard of in Japan. Coming as it 
does less than a year before the general elec- 
tion—which must be held before next Octo- 
ber—the ruling Liberal Democratic Party 
(Lpp) is showing signs of panic. 

The reasons for the government's sud- 
den unpopularity are not hard to discern. 
The Japanese people object to the Lpp’s cyni- 
cal bid to consolidate power through an alli- 
ance with one of its political enemies, the 
New Komeito, so it can exert unchallenged 
authority in the upper house of the Diet (par- 
liament) as well as the lower house. It was 
bad enough when Mr Obuchi did a deal in 
January to form a coalition with Ichiro Oza- 
wa’s small right-wing Liberal Party. But at 
least the Liberals came out of the same 
mould as the Lpr, having broken away in 
1993. However, Mr Obuchi’s deal in October 
with the New Komeito, an opposition party 
backed by a formidable lay-Buddhist orga- 
nisation called Soka Gakkai, is far less ac- 
ceptable. Although he has ensured a major- 
ity for the government in the upper house, it 
is at a price of public support. Apart from 
constitutional niceties about needing to 
keep government and religion separate, ma- 
ny Japanese are worried about letting the So- 
ka Gakkai get its hands so close to the levers 
of power. Mr Obuchi is now feeling the ef- 
fects of the public’s understandable concern. 

He has upset the voters in other ways. Mr 


THE ECONOMIST NOVEMBER 20TH 1999 


Obuchi’s avuncular reputation was dam- 
aged in October when he punished Koichi 
Kato, the leader of the Lpp’s second-largest 
faction, for daring to challenge his bid for a 
second term as party president, and thus 
prime minister. Mr Kato caused further of- 
fence by getting an unexpectedly large num- 
ber of votes. By excluding Mr Kato's main fol- 
lowers from the new cabinet, Mr Obuchi got 
his revenge. But he also revealed a sense of 
mean-spiritedness that has dismayed the 
party faithful. 

The incident has served to remind peo- 
ple that, far from learningany lasting lessons 
from its fall from grace six years ago, the Lop 
is up to its old tricks again. Only an arrogant 
disregard for the public’s feelings could ex- 
plain the prime minister's choice of Shingo 
Nishimura for the sensitive post of deputy 
minister of defence in parliament. Mr Nish- 
imura, known for his loose tongue and even 
looser grip on reality, lasted only two weeks 
in the job before a public outcry forced him 
to resign over his remarks in Playboy about 


Japan needing its own nuclear weapons to 
prevent it from being raped. 

Then there is the question of political do- 
nations. According to a law passed in 1995 
after the Recruit “shares for votes” scandal, 
corporate donations to individual politi- 
cians were to be banned within five years— 
that is, by January 1st 2000. To wean politi- 
cians off corporate handouts, the govern- 
ment has been financing Japan’s political 
parties directly from taxation. But, with the 
deadline for an end to donations fast ap- 
proaching, the Lpr leadership, under pres- 
sure from its rank and file, decided it could 
ignore the public’s previous outrage over in- 
fluence-peddling and let the backhanders 
continue. The prime minister has now had to 
change his mind, declaring that the govern- 
ment will abide by the 1995 law after all. 

That, however, did not save Mr Obuchi 
from a roasting from Yukio Hatoyama, the 
leader of the opposition Democratic Party, 
during the Diet’s first British-style question- 
time on November 10th. The introduction of 
these weekly sessions, along with an end to 
the practice of allowing bureaucrats instead 
of ministers to answer tricky questions dur- 
ing Diet proceedings, was supposed to re- 
veal the Lp as a modern political party ca- 
pable of governing the country fairly and 
efficiently in the full gaze of the public. It has 
not worked out like that. Events so far have 
tended to show Mr Obuchi as a bumbling 
amateur, especially when grilled by con- 





Confusing signals from Ozawa and Obuchi 
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summate professionals such as Tetsuzo Fu- 
wa, of the Communist Party. 

Mr Obuchi’s woes do notend even there. 
The ruling coalition may be on the point of 
disintegrating. Mr Ozawa is threatening to 
pull his Liberal Party out of the alliance if the 
Lop fails to start serious discussions about 
merging the two parties before the present 
Diet session ends on December 15th. Mr Oza- 
wa, one of the brightest stars in Japanese pol- 
itics, is aware that, unless something is done 
quickly, his small party will be slaughtered 
in the coming general election. Mr Ozawa 
had hoped to get the Lpr to co-operate in 
constituencies where his party has incum- 
bents seeking re-election. The Lpr promised 
todo just that when it was courting the Liber- 
al Party last January. But it has changed its 
mind, saying it will have enough difficulty 
hanging on to its own seats. Hence Mr Oza- 
wa’s push for a full-blooded merger. 

But over half the Lpp’s members are 
firmly against allowing the hectoring Mr 
Ozawa back. Besides, a reabsorption of the 
Liberal Party would make the Lpr a far more 
conservative body. That might precipitate 
an exodus of Mr Kato and his more 
liberal-minded followers. Were that to hap- 
pen, the Lor could wind up smaller, rather 
than bigger, asa result of the merger with Mr 
Ozawa’s people. 

As well as worrying about the waning 
support for Mr Obuchi, the Lop is now won- 
dering whether to riska split in its own ranks 
and welcome Mr Ozawa back, or reject his 
demand and go for an early election, possi- 
bly on January 12th. Whatever is decided, the 
prime minister's days are beginning to look 
numbered, as the party barons sharpen their 
swords ready for a slip-up at the polls. 
S S 


Pakistan and Afghanistan 
Through a glass 
darkly 


ISLAMABAD 


HOULD you drive around Islamabad in a 

car with tinted windows, the chances are 
that the police will question you. The six 
rockets that were fired in the city centre on 
November 12th came, it is believed, from ve- 
hicles with tinted windows. The windows 
seem, in fact, to be the only clue, if they are a 
clue, to finding the rocketeers. No arrests 
have been made. 

A further mystery is what the rockets 
were intended to do. They were set off close 
to the American embassy and an American 
library, and a building that houses some Un- 
ited Nations offices. They caused little dam- 
age, though one person, a security guard, was 
injured. It is assumed that they were intend- 
ed to be a warning, rather than to kill. 

The best guess about the identity of the 
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Free trade through the Khyber Pass 


rocketeers—one shared by many western di- 
plomats in Islamabad—is that they belong to 
agroup loyal toOsama bin Laden, whom the 
Americans believe planned the bombing of 
twoof their embassies in East Africa last year 
and now want to face trial. Mr bin Laden, a 
Saudi, lives in Afghanistan. The Taliban gov- 
ernment there has refused American de- 
mands to give him up. Asa result, the United 
States has persuaded the un to impose sanc- 
tions on Afghanistan. The Russians, who do 
not always support the Americans in the un, 
share the view that Mr bin Laden is up to no 
good. They say that a spate of bombings in 
Russia was the work of Chechen rebels sup- 
ported by him. 

There are therefore some pointers to the 
rocket attacks in Islamabad being the work 
of Mr bin Laden, perhaps as a show of de- 
fiance, and perhaps with the knowledge of 
the Taliban, a group of zealots who showed 
their Islamic militancy this week by publicly 
executing a woman convicted of killing her 
husband. If so, what should Pakistan do 
about it? And how should Pakistan respond 
to the call for sanctions? It is a member of the 
UN, butis friendly to neighbouring Afghani- 
stan. Indeed, it is one of only three countries 
to recognise the Taliban government. 

Tanvir Ahmed Khan, chairman of Paki- 
stan’s Institute of Strategic Studies, says that 
the Taliban’s leaders probably have nothing 
to do with the attacks. “It is probably one of 
the rogue elements, not the mainstream.” Se- 
curity experts talk of finding a possible 
“trail” to the rocketeers, by tracking groups 
that resisted the Soviet occupation of Af- 
ghanistan in the 1980s and were backed by 
Pakistan. But a retired intelligence man ob- 
serves, “Even the Americans with all their 
technology, firepower and influence have so 
far failed to huntdown Osama.” 

As for enforcing sanctions, Mr Khan says 
that the border has many “loopholes”. En- 












forcing a strict control of cross-border move- 
ments—through, say, the famous Khyber 
Pass—will be difficult. Diplomats also point 
out that the sanctions could hurt ordinary 
Afghans more than those in power. A ban on 
foreign flights by Ariana, the Afghan nation- 
alairline,ends the main link with the outside 
world for the exchange of mail. 

If itis confirmed that Osama bin Laden's 
group, or another Afghan outfit, was in- 
volved in the rocket attacks, that would in- 
tensify worries about Pakistan’s internal se- 
curity. Over 3m Afghans live in Pakistan, 
many of them linked to groups that support 
the Taliban. Such a group could attack again, 
perhaps more violently. Sanctions are un- 
likely to be approved of by the thousands of 
Pakistani students at religious seminaries, 
known as madrassa, who have gone to Af- 
ghanistan to back the Taliban. Many might 
return, if for nothing else, to launch street 
protests against the Pakistani government. 

In Afghanistan itself, there have been 
protests against the sanctions. Although at 
first tolerated by the Taliban, they got out of 
hand when demonstrators broke into a UN 
office in Kabul. Police fired warning shots at 
the crowd: the UN returned to Afghanistan 
only after the Taliban promised that its offi- 
cers would not be endangered. 

Pakistan has not been immune to the 
crowds’ anger. Such tightening up on smug- 
gling as Pakistan has put in place is unpopu- 
lar. Afghanistan badly needs essential goods 
such as wheat, flour and sugar, which cross 
the porous border. But Pakistan itself faces a 
wheat shortage this year, so it cannot afford 
to be generous. It has not confirmed a claim 
by the Taliban on November 17th that Paki- 
stan had agreed to sell it wheat. General Per- 
vez Musharraf, Pakistan’s new military ruler, 
is already finding that running a country 
tends to be an unsoldierly muddle. 
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Tajikistan and Russia 


Old-fashioned 
habits 


USSIA’S prime minister, Vladimir Putin, 

travelled to the capital city of Dushanbe 
this week togive a paton the back to Imamali 
Rakhmonov, who on November 16th was 
sworn in as Tajikistan’s president for another 
seven years. Russia these days tries to be a 
proper democracy, and Mr Putin did not 
dwell in his public remarks on Mr Rakhmo- 
nov’s astonishing victory on November 6th, 
when he was re-elected with 96% of the vote 
in a 98% turnout. But he may have privately 
reflected that in the far comers of the former 
Soviet empire voting habits have been slow 
tochange. 

Nostalgia, though, was not uppermost in 





DHAKA 


OLITICS in Bangladesh turns on an in- 

tensely personal feud between two 
women, the prime minister, Sheikh Hasina 
Wajed, and the opposition leader, Khaleda 
Zia. The level of acrimony between them 
was shown in parliament the other day 
when Sheikh Hasina said the unrelenting 
campaign of strikes, which has brought the 
entire country to a halt for 25 full days this 
year, was disrupting school and university 
examinations. She noted that Begum Zia’s 
sons had not attended university, and 
claimed that the opposition leader herself 
had been a notoriously poor student. Per- 
haps, suggested the prime minister, Begum 
Zia wanted to deprive others of education. 

Sheikh Hasina’s remarks may have 
been unbecoming of a prime minister, but 
Begum Zia’s reaction seemed. 
foolhardy. This week she | 
sought to bring the country to 
a stop by calling for yet anoth- 
er strike. These strikes tend to 
be violent affairs. Two people 
were killed and about 150 peo- 
ple were hurt in one street 
protest this month. In another, 
a protest over an allegedly 
fraudulent by-election, one 
person died and ten were 


wounded when police 
opened fire. 
Some commentators have 


expressed the fear that disillu- 
sion with politicians may be 
almost as widespread as it isin 
Pakistan. (Bangladesh was 
part of Pakistan until it broke 
away in 1971.) The prime min- 
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Giving the government stick 
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A costly feud in Bangladesh 


D 


Mr Putin’s mind. Russia has 25,000 troops in 
Tajikistan who have been helping Mr Rakh- 
monov’s government to fight Islamic forces 
backed by Iran. A peace agreement has now 
been signed between the twosides, brokered 
by the United Nations, so Mr Putin was able 
to praise with sincerity the president’s role in 
the deal. The government agreed to appoint 
representatives of its opponents, called the 
United Tajik Opposition (uto), to 30% of the 
posts in an interim administration, to legal- 
ise opposition political parties and to hold 
democratic presidential and parliamentary 
elections. In return, the uro promised to dis- 
arm its 5,000 fighters and integrate some of 
them into the Tajik army. 

Not surprisingly, rigging the presidential 
election upset the uto, and it was pointless. 
No uto candidate would have won in any 
circumstances. Abdullo Nuri, the uto’s 
leader, has since accepted the result in return 
for an assurance of free and fair parliamen- 


ASIA 


tary elections in February. Unlike the pre- 
sent single-chamber body, which meets 
only intermittently to rubber-stamp the 
president's decrees, the new parliament will 
have two houses. It may be able to wrest 
some power from the presidency and will, 
with luck, be better able to represent the 
country’s disparate regions. 

Integrating the country will still pose a 
formidable challenge. Beneath Tajikistan’s 
shallow ideological and linguistic differ- 
ences lie long-standing and deep regional 
cleavages. Islamic parties draw most of their 
support from the upper Garm valley and 
from Garmi-settled areas around Kurgan- 
Tyube. The government's supporters come 
mainly from Kulyab, a region historically at 
odds with Garm. 

About a third of Tajikistan’s population 
of 6m, including the majority of the coun- 
try’s ım Uzbek-speakers, live in the northern 
region of Khojand, which is only tenuously 





ister responded sharply when Kamal Hos- 
sain,a human-rights lawyer and leader of a 
small independent party, warned Bangla- 
desh’s politicians to take heed of the lack of 
popular opposition to the military take- 
over in Pakistan and work harder to pre- 
vent Bangladeshis from growing weary of 
politics. 

Perhaps the most disturbing news this 
month for both Sheikh Hasina and Begum 
Zia was the publication of a survey show- 
ing almost equal levels of support for the 
prime minister and her rival,a result which 
analysts interpret as indicating discontent 
with both leaders. As in Pakistan, the Ban- 
gladeshi opposition accuses the govern- 
mentof corruption. As in Pakistan, the gov- 
emment has had limited success in 
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recovering huge loans granted by state- 
owned banks to influential businessmen. 

No rumblings of discontent have so far 
been heard from the armed forces, but 
Bangladeshis are mindful that since inde- 
pendence there have been three military 
takeovers, 19 attempted coups, and that 
two presidents have been murdered. The 
most recent military leader, General Hos- 
sain Mohammad Ershad, had his passport 
impounded at Dhaka airport as he tried to 
leave for China this month. It was suggest- 
ed that he had conferred with General Per- 
vez Musharraf, the leader of Pakistan's 
coup, during an earlier visit to Saudi Ara- 
bia, a claim General Ershad has denied. 

An appeal by the prime minister for 
talks with the opposition has produced no 
response. Sheikh Hasina herself came to 
power after orchestrating a series of strikes 
that eventually forced the government of 
Begum Zia to step down in 1996. Now, Be- 
gum Zia seems intent on using 
similar tactics, but Sheikh Ha- 
sina says she is determined 
that her government will sur- 
vive its full term of office, 
which ends in 2001. 

The opposition seems 
equally determined to carry 
on its street politics in the 
hope of forcing an early gener- 
al election. Businessmen reck- 
on strikes cost the country 
$50m-100m a day in lost pro- 
duction and exports. They say 
that, with a third to a half of 
Bangladesh's 127m people 
subsisting on only one meal a 
day, and high rates of malnu- 
trition among children, politi- 
cal strikes are a luxury the 
country cannot afford. 
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connected to the rest of the country. Though 
the region is Tajikistan’s industrial heart- 
land, its position and ethnic mix tie it closely 
to parts of neighbouring Uzbekistan. A year 
ago, the Uzbek government supported an 
armed rebellion in Khojand, which took the 
Tajik army, assisted by Russia, several days 
toquell. 





Water power in Asia 


Mr Putin appears to have given the Tajiks 
no indication of when Russia might with- 
draw its troops. Russia talks of the need to 
watch for drug smugglers on their way from 
the opium fields of Afghanistan to the West. 
But it is Afghanistan itself, with its fierce Is- 
lamists, that Russia is mainly worried about. 
In this respect, Tajikistan is its front line. 





The dry facts about dams 


India’s and China’s big projects may be the last of their kind 


OOK across Asia, and you might think 
that the Big Dam is alive and well. The re- 
gion is home to much of the world’s dam 
building, including two of its most ambi- 
tious projects: those in India’s Narmada val- 
ley and China’s Three Gorges. Though activ- 
ists have long complained about such giant 
dams, which flood forests and displace le- 
gions of people, Asia’s politicians re- 
main defiant. China is forging ahead 
with the Three Gorges dam, despite its 
huge cost: some $30 billion officially, 
though critics say $75 billion. The Nar- 
mada project has already displaced 
many tens of thousands, and India 
vows to stay the course. 

Officials point to many splendid 
benefits that are to flow from these pro- 
jects. The Three Gorges dam is designed 
both to generate some 20 gigawatts of 
electricity and to helpcontrol the flood- 
waters of the temperamental Yangzi 
river. India’s planners promise that the 
Narmada project will likewise deliver 
electricity and irrigation. Such ambi- 
tions are understandable. Lack of irriga- 
tion relegates millions of Indians to 
subsistence farming. In China, the 
floods last year destroyed 5m homes. 
Yet these may well be the last of the 
really big dams in Asia. 

Ironically, one of the arguments 
now used against big dams is the very mix of 
motives long used to justify them. That is be- 
cause these motives have often proved, in 
practice, to be in conflict with each other. 
Flood control, for example, requires officials 
to throw open a dam’s gates; doing so means 
irrigation water or power production is lost. 
Releasing water to meet green goals, such as 
boosting fish populations in the dry season, 
means lost electricity sales. 

The environmental credentials of dams 
are also under scrutiny. Once, they were em- 
braced by greens as a source of clean and 
endlessly renewable energy, but no longer. 
The flooding that accompanies big dams in 
Asia usually submerges large tropical forests. 
Recent studies show that, as such vegetation 
decays, itcan release lots of methane,a much 
more powerful greenhouse gas than carbon 
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dioxide. Also, as Vijay Paranjpye of India’s 
Pune University notes, dams in the tropics 
must endure the ravages of monsoons. One 
common result, he says, is silting-up, which 
may within a few decades cut the original 
generating capacity by 70% or even 80%. 
Another obstacle is that the flow of aid 
money is drying up. Since big dams are so 
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controversial, even the World Bank, once the 
biggest force behind big dams, has grown 
skittish, The awful mess it got itself into in In- 
dia explains why. The agency suffered a 
famous setback earlier this decade when a 
highly critical outside report led to its depar- 
ture from the Narmada project. That 
prompted a broader internal review, which 
concluded that governments often fail “the 
acid test” it recommends for dams— “the 
restoration of incomes and standards of liv- 
ing of project-affected people.” 

This points to the thorniest challenge 
facing big dams: the social cost. In the past, 
Asia’s heavy-handed govemments both- 
ered little about the unfortunates displaced 
by dams; usually, officials merely made 
grand promises of cash or land. Though 
some displaced people do now find better 


China 


lives, most do not. Some promises are soon 
forgotten; others, particularly “land for 
land”, prove impractical in densely populat- 
ed Asia. Still, the slow but steady advance of 
democracy in Asia suggests it will be increas- 
ingly hard to dismiss lightly the social im- 
pacts of dams. 

That, anyway, is the hope of the World 
Commission on Dams (wep), which is 
working to build a broad consensus on 
agreed principles for big dams. Achim Stein- 
er, the secretary-general of the wcp, which 
was created by governments, development 
agencies and non-governmental organisa- 
tions, notes that even Asia’s zealous builders 
of big dams “are being pulled into global 
principles by market forces.” This is because 
they face a squeeze from both private and 
public investors. 

The decline in aid money raises the costs 
of financing. And the inevitable protests and 
legal wrangles facing such projects add fi- 
nancial risk, which translates into higher 
costs. Another blow is the continuing dereg- 


ulation of the global power industry, which 


shifts financing to the private sector— 
and so to low-risk projects with quick 
returns. That means away from big 
dams and towards gas-fired plants. 

But, if big dams are out, small ones 
need not be. They can achieve many of 
the benefits promised by big dams at a 
fraction of the cost—and with the sup- 
port of locals. This will grow ever more 
important, argues Mr Steiner, because 
“more democratic societies will insist 
on fuller costing of dams.” 

And the locals are growing in im- 
portance. In India, for example, pres- 
sure from grassroots organisations is 
forcing the government to scale back its 
plans for the Narmada valley. The half- 
finished Sardar Sarovar dam, which is 
at the heart of the scheme, will proba- 
bly never be completed. Smitu Kothari 
of Lokayan, a social-policy think-tank 
in Delhi, insists that, “of the 3,300-odd 
dam projects that were originally envi- 
sioned in the Narmada valley, there 
will be a 70% reduction.” The number of 
dams is sure to be cut and the heights of 
those remaining reduced; many will also be 
redesigned to reduce their social and envi- 
ronmental impact. 

Even in China, the big-dam juggernaut is 
not quite as formidable as it once seemed. 
Doris Shen of the International Rivers Net- 
work, an American non-governmental 
group, points to the admission a few weeks 
ago by Chinese officials that the $3.4 billion 
Ertan dam, the biggest yet completed in Chi- 
na, is having difficulties selling its electricity, 
which is significantly more expensive than 
that from smaller power stations. As the true 
costs of the Three Gorges dam soar toward 
$75 billion, she reckons, only hubris or kick- 
backs will save the project. 
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Readjusting the lens 


WASHINGTON, DC 


The latest statistics require a new look at America’s productivity puzzle 
Pp p 


MONTH ago, America's recent econ- 

omic history read along the following 
lines. In the Golden Age of the 1950s and 
19608, the economy grew fast, with produc- 
tivity growing at nearly 3% a year and low in- 
flation. Then, for still ill-understood reasons, 
productivity growth plummeted to1%a year 
in the early 1970s and, broadly, stayed that 
way until the mid-1990s. Since 1996 produc- 
tivity has accelerated, though economists are 
sharply divided about whether this is acycli- 
cal blip ora lasting boom. 

Now, after the publication 
of a comprehensive revision of 
the country’s national-income 
accounts on October 28th, anda 
subsequent revision of produc- 
tivity figures on November t2th, 
it all looks rather different. The 
economy was stronger than it 
had seemed: growth since 1959 
has been revised up by an annu- 
al average of 0.2 percentage 
points to 3.4%, and since 1991 has 
been bumped up by an average 
of 0.4 percentage points to 3.5%. 
The productivity slowdown in 
the 1970s was much less severe 
than previously thought. Pro- 
ductivity began picking up in 
the 1980s and early 1990s. But 
there was still a big acceleration 
after 1995, bringing productivity 
growth close to 90% of its aver- 
age in the Glory Days. 

This rewriting of history 
might seem of merely academic 
interest, were it not for the fact 
that it directly affects a central 
puzzle of today’s America: is 
there a “New Economy” in 
which information technology 
is leading to ever-higher productivity 
growth? Unsurprisingly, New Economy en- 
thusiasts have been quick to claim victory. 
“The big winners [from the revisions] are 
New Economy advocates,” declared Busi- 
ness Week (a cheerleader of the genre), “who 
now have much better evidence to support 
their claims.” 

Is this true? At first blush, it seems possi- 
ble. Productivity now seems to have begun 
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accelerating in the 1980s; exactly the time—as 
Business Week is quick to point out—when 
the personal-computer boom took off. 
Moreover, the fact that productivity was on 
a slight upward trend before it took off in 
1996 lends support to the argument that the 
recent rise is more than just a cyclical phe- 
nomenon (though the fact that productivity 
hascontinued to accelerate over whatisnow 
three years is much more powerful evidence 
that there is something structural going on). 
But it would be a mistake to draw con- 
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clusions from the recent revisions without 
looking carefully to see what the number- 
crunchers actually did. Broadly, three sets of 
changes are important. The first is the addi- 
tion of new information: the Commerce De- 
partment recalculated some figures based 
on broader and better raw data than it had 
originally used. By telling analysts some- 
thing genuinely new, these revisions are ar- 
guably the most important. Tellingly, they 





account for about half of the upward revi- 
sions to output since 1995. In short, the new 
information re-emphasises the acceleration 
in productivity. 

The second big change is one of reclassi- 
fication. Computer software, which the bof- 
fins had previously treated as a business ex- 
pense, is now treated as an investment, and 
so a part of cpp. Not surprisingly, this new 
{and much more sensible) categorisation 
makes a big difference to economic growth 
in the 1990s, when companies first began in- 
vesting heavily in software. It accounts for 
the other half of the upward revisions since 
1995, 

The third set of changes improved the 
Commerce Department's techniques for es- 
timating inflation and productivity. By ex- 
tending a so-called “geometric-mean” meth- 
od of calculating inflation back from 1995 to 
1978, the figures now measure inflation using 
a consistent method since the late 1970s. A 
new index of output in bank- 
ing services tries to calculate 
the productivity improve- 
ment that has come from atm 
machines and so forth. (Previ- 
ously, that was impossible.) 
Interestingly, it is these mea- 
surement improvements (es- 
pecially looking at the econ- 
omy with a consistent lens 
over time), rather than the in- 
clusion of expenditure on 
computer software as invest- 
ment, that remove much of 
the “inexplicable” productiv- 
ity slowdown since the 1970s. 

All in all, these changes 
provide a much clearer view 
of the American economy. 
They also make it harder toar- 
gue that the recent rise in pro- 
ductivity growth is simply a 
cyclical phenomenon. So 
there is something structural 
going on. But is it a “New 
Economy” where computer- 
led productivity improve- 
ments are spilling out into the 
rest of the economy? 

Not according to Profes- 
sor Robert Gordon, a productivity expert 
from Northwestern University. In a provo- 
cative study (based on the old figures) earlier 
this year, Mr Gordon found that about a 
third of the productivity improvement since 
1995 was due to measurement errors; a third 
was due to cyclical factors; and a third was 
due to productivity improvements in the 
making of computers. Outside computer 
manufacturing, he found that productivi- 
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ty—apart from cyclical and measurement ef- 
fects—had actually fallen. 

Mr Gordon has reworked his study using 
the revised figures. He now reckons that the 
relative contributions to recent productivity 
acceleration are different: around half the 
upturn comes from higher productivity in 
computers and software; about 40% still 
comes from a cyclical effect, while the rest 
still comes from measurement errors. But, 
importantly, he still finds no evidence that 
there is any structural improvement in pro- 
ductivity outside computers and software 
(though there is no longer a decline). Even 
with a clearer statistical lens, he maintains, 
you cannot see any evidence of a broad 
“New Economy”. 

Others read the data differently. Anoth- 
er recent study by Macroeconomic Advisers, 
an economic forecasting firm, tries to isolate 
growth in “potential” productivity by strip- 
ping productivity growth that comes from 
cyclical factors. It found that “potential” pro- 
ductivity had risen sharply since 1995, by 2.6 
percentage points (based on the old num- 
bers). Like Mr Gordon, this study finds that 


improvements in the productivity of com- 
puter manufacturing play a big role. Just un- 
der a third of the increase in potential pro- 
ductivity comes from an increase in the rate 
of technical advance, of which a large part 
comes from higher-quality computers. 

But, unlike Mr Gordon, the Macroeco- 
nomic Advisers study also emphasises pro- 
ductivity improvements from those who use 
computers. About a third of the improve- 
ment in potential productivity, it claims, 
comes from capital deepening, which large- 
ly reflects investment in (and hence use of) 
computers. Because this study looks at pro- 
ductivity overall, rather than by sector, it 
does not refute Mr Gordon. Even so, the bof- 
fins at Macroeconomic Advisers—and a 
growing body of other economists—are 
sceptical that so large a productivity impact 
would be so narrowly focused. 

In short, the productivity puzzle is not 
fully settled. The refocused lens of revised 
statistics does bolster the case that America 
is seeing a productivity improvement that 
goes beyond the cyclical. But it still does not 
prove that it goes beyond computers. 

= _ a 





Budget making 


Another paradigm shift 


WASHINGTON, DC 


Without debate, almost without notice, America has stumbled into a budget 
revolution that will have profound effects for good and ill 


T LONG last, America is dotting the I's 
and crossing the T’s of its 2000 budget. It 
is only two months late and $40 billion over 
previous spending limits, but hey, it’s only 
the budget—who’s counting? All that seems 
to interest politicians as they stumble from 
their all-night negotiations is who has won 
the battle of the midnight oil. The Democrats 
got 95% of what they wanted, complained 
Senator Arlen Specter of Pennsylvania, a Re- 
publican: 100,000 more teachers, 50,000 
more policemen, the repayment of debts to 
the United Nations, and so on down Presi- 
dent Clinton’s shopping list of little govern- 
ment interventions. Other Republicans re- 
plied that although they might not be getting 
much of what they wanted, at least they 
were avoiding the sort of bruising confronta- 
tion with the White House that cost them so 
much popular support in 1995. 

But while the parties go through the bud- 
get scoring it for political points, they are 
missing something much bigger. Without re- 
alising the consequences, both parties have 
committed themselves to a new standard of 
fiscal rectitude—a stricter version of a bal- 
anced budget—that will have big implica- 
tions for the economy and America’s pen- 
sions and medical systems. 

To understand what is going on, remem- 
ber that America has two budgets: the bud- 
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get of the Social Security trust fund (which fi- 
nances pensions) and everything else. For 
years, talk of the growing budget surplus ob- 
scured the difference. The Social Security 
trust fund was generating huge surpluses. 
The rest—called the “on budget” balance— 
was in deficit, financed by raiding the pen- 
sions piggy bank. Since the trust fund sur- 
pluses outweighed the deficits, the overall 
budget was in surplus. 

But this year something happened. 
Without serious debate, says Bob Rei- 
schauer, a former director of the Congressio- 
nal Budget Office (cso), “politicians 
changed the aim of fiscal policy from bal- 
ancing the unified budget to balancing the 
budget without counting the Social Security 
surplus. It is the most profound fiscal policy 
shift we have seen for years.” 

This will accelerate the paying-down of 
the national debt, increase national savings, 
make the transitional costs of reforming 
pensions easier to finance—but also encour- 
age the sense that entitlements should be fi- 
nanced, rather than reformed or cut. And all 
this came about almost by accident, or at 
least without policymaking aforethought. 
The president and Congress have stumbled 
into a fiscal revolution in the course of com- 
petitive political gesturing. 

The one-upmanship started with Mr 











LOOKING for that perfect gift? On 
November 22nd the National Ar- 
chives will start taking orders for 
sets of the Nixon tapes. Until now 
people could only listen to them in 
a Maryland warehouse, and could 
not copy them. Now they may be 
had (for delivery towards the end 
of January) for $18 per half-hour | 
tape, $702 for the full set. Expletives 
have been deleted. 

Commute to work listening to 
John Dean’s “There a cancer on the 
presidency.” Curl up with a loved 
one and a bottle of wine and thrill 
to H.R. Haldeman outline the cov- 
er-up. Teach the little ones a charac- 
ter lesson when the president says, 
“We could get that... You could get 
a million dollars. I know where it | 
could be gotten.” Then, on later re- 
flection: “But it would be wrong.” 
Better than the best fiction. Get 
your set today. 


Clinton’s 1998 state-of-the-union message. 
In it, he said he would not countenance tax 
cuts until Social Security's long-term fi- 
nances had been put on a sound basis. 
(Largely because of demographic changes, 
the trust fund will run out of money by 2034 
and pensions would have to be paid out of 
taxes.) This was part of a broader plan to stop 
Republicans passing a large tax cut, and also 
a way of bolstering the president's creden- 
tials as a Social Security reformer. The presi- 
dent was saying, in effect, that the financial 
viability of Social Security had to be settled 
separately from the budget. At this time, 
there was no thought of balancing the non- 
Social Security part of the budget, then reck- 
oned to be about $30 billion in the red. Even 
the unified budget was not expected to be in 
surplus until 2002. 

Mr Clinton repeated his call to “save So- 


THE ECONOMIST NOVEMBER 20TH 1999 


cial Security first” in this year’s state-of-the- 
union speech. He even put forward two dif- 
ferent budget proposals—one with a Social 
Security reform, one without. Again, he was 
still expecting an “on-budget” deficit (ie, in 
the rest of the accounts) to last for another 
ten years, financed by Social Security. He did 
however forecast that, by 2015, the deficit 
would become a surplus, allowing him to 
claim for the first time that both parts of the 
budget could be balanced over 15 years. 

This alarmed the Republicans, who 
feared the president was start- 
ing to portray his own party as 
the guardian of Social Security 
and fiscal rectitude. So they de- 
cided to go one better. The head 
of the Senate’s budget commit- 
tee, Pete Domenici, proposed a 
bill that would have made it 
impossible to spend the Social 
Security surpluses on the rest 
of the budget (he called this the 
Social Security lock-box). He 
also said there should be limits 
to the amount of government 
debt held by the public and 
that the ceiling should be low- 
ered as the Social Security sur- 
pluses mounted. All this en- 
tailed balancing the non- 
Social Security budget, which 
at this point was expected to be about $5 bil- 
lion in deficit in fiscal year 2000, which start- 
ed at the beginning of October. 

At first, the Democrats were sceptical 
and blocked the bill. Both Mr Clinton and 
the Senate minority leader, Tom Daschle, 
questioned the wisdom of cutting the “on- 
budget” deficit just when they wanted to 
spend more on teachers and policemen. 

Then two things happened. First, new 
budget forecasts made the deficit disappear. 
In July, the cso waved its magic wand and 
forecast that the on-budget balance, far from 
being $5 billion in the red, would actually be 
$14 billion in surplus. This implied that poli- 
ticians could have their cake (more spend- 
ing) and eat it (cut the national debt). At the 
same time, it became clear that the lock-box 
was popular with voters, who decided they 
did not want their contributions frittered 
away On current spending (no one pointed 
out that in fact this is not what happens: the 
budget debate does not affect the rights of 
pensioners or the status of the trust fund). 

The upshot was the change now being 
enshrined in the 2000 budget: driven by the 
sudden improvement in the forecasts, both 
parties committed themselves in the course 
of just a few months to keeping the non-So- 
cial Security part in surplus, as well as the to- 
tal budget. Deficit-reduction was the lode- 
star of policy in the 1980s. “Protecting Social 
Security” plays a similar role now. It is hard 
to imagine that the debate would have end- 
ed like this had it not been for the sheer 
speed of the change. As Mr Reischauer 
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His money’s locked in a box, hey tell him 


points out, had politicians got earlier warn- 
ing of the huge budget surplus and more 
time to think about it, the chances are that 
they would not now be talking about a lock- 
box but about how to spend some of the ex- 
tra cash instead ($160 billion this year alone). 

Be that as it may, what has happened is 
that they have chosen a demanding fiscal 
target which will have large implications. In 
the short term, it means that there is little 
room for dramatic fiscal changes for several 
years ahead. If the target is respected, the 
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next president will not be able to come into 
office and get a big increase in medical insur- 
ance or a large tax cut. 

In the longer run, it may affect the big en- 
titlement programmes—Social Security and 
Medicare. By putting Social Security into a 
locked box and declaring it sacrosanct, the 
budget deal may inadvertently make reform 
harder. This is partly because it gives the mis- 
leading impression that the pensions pro- 
blem is being addressed, but mostly because 
it implies that entitlement spending is more 
important than discretionary spending. 

This will make it harder to reform or cut 
pensions. And it will accelerate the long bud- 
getary trend away from discretionary spend- 
ing towards the mandated sort, such as So- 


The campaign 


Second act 


WASHINGTON, DC 


MERICAN elections are five-act myster- 
ies. They have their longueurs, the occa- 
sional laugh or dramatic moment, but above 
all, lots of different scenes. They are not, asin 
other countries, intense one-acters. This 
campaign is already into Act Two. The 
change can be seen in the performance of 
three of the four leading men. 
Al Gore ended the first act face-down on 
stage, the audience hooting with derision. 
His speeches had been turgid, his delivery 
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cial Security. In 1962, 67% of 
total budget spending was dis- 
cretionary. Now it is 33%. By 
2009, according to the ceo, it 
will be 29% (see chart). Since 
discretionary spending is the 
only sort that can be adjusted 
quickly to the state of the econ- 
omic cycle, this will tend to 
make fiscal policy an even 
blunter tool than it already is. 

Against that, the budget re- 
strictions have some big econ- 
omic benefits. America is now 
cutting its national debt at an 
unprecedented rate. If Con- 
gress sticks to its fiscal prom- 
ises, says the cgo, the national debt will fall 
from $35 trillion now to $865 billion by 2009. 
All things being equal, this should reduce in- 
terest rates, encourage investment and help 
the economy to grow faster (though how 
much faster is anyone’s guess). 

That will have unpredictable results on 
the financial sector (all financial companies 
invest part of their portfolios in government 
debt: what if there is less government debt to 
go round?). But it should make it easier for 
the government to borrow in future to offset 
future recessions or, indeed, the costs of So- 
cial Security reform itself. “That's a lot of 
good news,” says Alice Rivlin, a former omB 
director and Federal Reserve governor. “It’s a 
shame the process is so ugly.” 

— - al a 





wooden. He looked like the best supporting 
actor who would never make top billing. The 
task in Act Twois to rebuild the Gore charac- 
ter. This started last month. Now, he strides 
on dressed in an olive suit, grabs the micro- 
phone and cracks jokes (“In Congress, the 
right hand doesn’t know what the extreme 
right hand is doing”). He departs from the 
script to talk to members of the audience. He 
describes his home life, his blind aunt and 
his surprising background as a Vietnam-era 
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dissident. This character | 
has added depth and feel- 
ing. 

Admittedly, his reviews 
have been lousy. Critics 
complain that that he has 
been straining for effect, his 
voice strident and his tim- 
ing flat. To them it is “Re-en- 
ter pursued by a wolf”. But 
the audience seems to like 
this new character. Barely 
noticed, Mr Gore’s polling 
numbers—the campaign’s 
measure of applause—have 
been inching up. He has 
narrowed the gap between 
himself and the Republi- 
cans’ George W. Bush and, 
for the first time in months, 
has drawn ahead of fellow 
Democrat Bill Bradley in 
New Hampshire. 

If Mr Gore's task is to 
display some of the glitz 
needed to be a star, Mr 
Bush’s job is the exact oppo- 
site. Everyone knows he can 
hog the limelight. Act One 
showed that. But, at the end, 
it also suggested that he is a 
handsome, likeable dope. 
The next act is therefore 
about giving the juvenile 
lead some gravitas. This en- 
deavour—an uphill strug- 
gle, some think—starts this 
week, with alongspeech on 
foreign policy in California. 
It has been prepared with 
hours of patient coaching 
by the best drama teachers 
in America. This time, it is 
hoped, the actor will not fluff his lines or for- 
get the names of certain minor players, as he 
did at the end of Act One. 

Act Two will also see Mr Bush on stage 
more often. His Texas fan club has helped 
him to write an autobiography (“A Charge to 
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Juvenile lead... 





..and Mystery Man 


Keep”, Morrow), published 
this week. And now he will 
be seen interacting with the 
other characters, arguing 
with them in set-piece de- 
bates. This will be vital. The 
aim is to show how he per- 
forms as the tension 
mounts. So far, the audience 
has no idea whether or not 
this character can stand up 
to pressure or will go to 
pieces. In Act Two, he will 
start to handle adversity. 

For his theatrical foil 
and understudy, John 
McCain, the second act is 
also beginning. His first was 
a triumph. Brought on as a 
spear-carrier and expected 
to blend into the scenery, he 
proved a smash hit with the 
critics. But the McCain char- 
acter has been one-dimen- 
sional so far. Part of the au- 
dience cheers wildly when 
he talks of honour and in- 
tegrity. But only part. He 
now has to show that he is 
more than that stock figure, 
the peppery military man, 
admired for straight talking 
but lacking the suppleness 
of mind to dominate the 
stage at the end. 

That leaves the most 
mysterious of the four lead- 
ing men: Bill Bradley. He 
seems to belong to a differ- 
ent play, one of long, an- 
guished soliloquies inter- 
spersed with occasional 
knockabout intermissions 
with great sports figures of the past. His per- 
formance is unlikely tochange all that much, 
at least until he joins the rest of the cast in 
New Hampshire, where Act Three begins in 
February—and the characters start getting 
killed off. 
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Smouldering issues 


CHICAGO 


HERE there are firemen, there’s heat. 

That is especially true of the negotia- 
tions going on between Richard Daley, the 
mayor of Chicago, and the city’s firemen (in- 
cluding its few firewomen), whose contract 
expired in June. 

The union has asked for a 37% pay rise 
over a 30-month period, and two new paid 
holidays: Arbor Day and Bud Billiken Day. 
This last bit is absurd, says Darka Papush- 
kewych, the chief negotiator for the city. The 
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Arbor Day holiday isa sarcastic union slapat 
Richard Daley’s obsession with trees; the 
Bud Billiken demand mocks a popular back- 
to-school holiday celebrated by Chicago 
blacks. The union denies that the choice of 
new paid holidays has any significance. 
More generally, the mayor and the fire- 
men are at loggerheads over two issues, both 
of which beset fire departments all over the 
country. First, the number of fires is falling 
steadily while the demand for other emer- 


gency services is on the rise (see chart on next 
page); resources need to be shifted. Second, 
the attempt to make fire departments reflect 
the racial mix of the cities they serve has left 
much discontent in its wake. 

The number of fires in Chicago de- 
creased by roughly a third between 1990 and 
1998, but the number of times the para- 
medics had to turn out climbed by 14%. 
Nearly three out of four responses by the 
Chicago Fire Department now have nothing 
todo with fires. Mr Daley would like to move 
some firemen to where they are needed 
most: delivering other kinds of emergency 
services. He has floated a plan in which some 
firemen would also be trained as emergency 
medical technicians who could help the de- 
partments paramedics. 

For all the logic of the plan, it has met a 
brick wall of union resistance. According toa 
review by TriData, a Virginia-based consul- 
tancy, the Chicago Fire Department is domi- 
nated by the belief that emergency medical 
services should play second fiddle to fire- 
fighting. Firemen are more glamorous and 
exciting: they burst into burning buildings 
while paramedics wait safely outside. Chica- 
go needs union agreement to put firemen in 
ambulances instead of paramedics; so far, 
the union will have none of it. 

Even trickier is the problem of what goes 
on at the fire station between alarms. The 
same TriData report describes the tensions 
between racial groups, between male and fe- 
male firefighters, and between labour and 
management. The result is a parade of “be- 
haviours and attitudes that have not been 
tolerated for over two decades in American 
society”. Chicago's voters were given a first- 
hand glimpse of this in 1997, when a video- 
tape of a retirement party ata fire station was 
leaked to the media. It showed on-duty fire 
fighters drinking beer, exposing themselves, 
and singing racist songs. 

City officials say that union rules have 
allowed bad to get worse. First, many super- 
visors do very little supervising. Lieutenants, 
captains and battalion chiefs are all repre- 
sented by the same union as the rank-and- 
file firemen, exposing them to union repri- 
sals if they use the discipline that manage- 
ment sometimes requires. Second, 
collective-bargaining rules make it extreme- 
ly expensive todo the training that might im- 
prove the department. Supervisors undergo- 
ing training must have a paid replacement 
back at the fire station. Thus a 16-hour con- 
flict-resolution course for the department's 
goo-odd supervisors would cost the city 
$725,000. 

There is plenty of blame to go round. The 
city’s clumsy attempts to move more non- 
whites into supervisory positions have 
aroused racial hostility more than they have 
calmed it. Promotions are based on seniority 
and on performance in a written and oral ex- 
anination. But rather than tying promotions 
to a strict ranking of test scores, which can 
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“Gold will be part of the 
international monetary system 
in the 21st century 


— Professor Robert A. Mundell, Columbia University 
Recipient of the 1999 Nobel Prize in Economics 





Associated Press 


THE WORLD GOLD COUNCIL SALUTES 
ROBERT A. MUNDELL ON BEING AWARDED 
THE 1999 NOBEL PRIZE IN ECONOMICS 


(SO WORLD GOLD COUNCIL 
www.gold.org 


* Dr. Mundell’s quotation is taken from the 37th Alex G. McKenna Economic Education Series lecture delivered at St. Vincent College, Latrobe, Pennsylvania, March 13, 1997. 
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HE cookie-selling season is in full 

swing for America’s 3.5m Girl Scouts; 
troops upand down the country are setting 
up Stalls on street corners to raise money 
for good causes. The cookie-baking stereo- 
| type is one America holds dear, but the or- 
ganisation itself would dearly love to shed 
it. At the Girl Scouts’ tri-annual conference 
held recently in Kansas City, they accord- 
ingly launched a campaign to update their 
image. Goodbye, oatmeal-and-raisin; hel- 
lo, girl power! 

A recent Harris poll reveals that two- 
thirds of America’s professional women 
have been Girl Scouts, including the singer 
Natalie Merchant, the broadcast journalist 
Judy Woodruff, and Susan Taylor, the edi- 
tor-in-chief of Essence magazine. Most 
agreed that their time in a troop had im- 
proved their ability to work with others, 
make friends and develop moral values. 
| But although membership of the Girl 
Scouts is at its highest for 20 years and is 
still growing—by 1.8% last year—adult lead- 
ers are proving hard to recruit. So Girl 
Scouts USA is putting out a series of public- 
service announcements on radio and tele- 
vision, presented by such famous former 
scouts as Cathy Rigby and Jessye Norman, 
to encourage older women to act as men- 
tors to younger ones. 

There remains an image problem: not 
only of cookies, but of unrelenting camp- 
ing and crafts, as well as a perception of 
waspishness. The association’s leader, 
Marsha Johnson Evans, wants tochange all 
that. Girl Scouting, she says, is also about 
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work against non-white candidates, the de- 
partment divides the results into different 
bands, some as wide as 12 points. Within 
each band, minority candidates are given 
preferential treatment. Predictably, this in- 
furiates white firemen. 

The Daley administration has defended 
its promotion policy, offering statistical evi- 
dence that differences in scores within 
bands have no correlation with perfor- 
mance on the job. Indeed, the mayor would 
like the next contract to allow up to 25% of 
promotions to be “merit” ones, based not on 
test scores but on leadership potential dis- 
played in some other way. The union sees 
this as a back door for patronage, nepotism 
and even more affirmative action. 

Officials have even broached the idea of 
changing the pattern of work in the depart- 
ment so that firemen donot spend such large 
blocks of time together. Chicago firemen 
currently work a 24-hour shift followed by 
two days off. They are fond of this arrange- 
ment, which allows many of them to hold a 
second full-time job. Mr Daley thinks amore 


maths, sports and computing, and may 
well lead on toa career in the House of Rep- 
resentatives. As for the racial mix, Girl 
Scouts already closely reflect the country at 
large. Figures gathered in September 1998 
show that 10% of members are black, 5% are 
Latino and 78% are white. There have been 
multi-racial troops since 1912, when the or- 
ganisation was first launched in the United 
States. 

The Girl Scouts have also made some 
grass-roots changes to encourage “pro- 
blem” girls to join. In the “Girl Scouts Be- 
yond Bars” project, first set up in 1992 in a 
women’s penitentiary in Baltimore, 
daughters of women prisoners are invited 
to join troops of Girl Scouts specifically 
created for them, Similar troops are now at- 
tached to20 prisons in 13states. Motherson 
remand—many themselves very young— 
are encouraged to join in the troop activi- 
ties alongside their children. 

Another special project is the “Border 
Programme”, which caters for daughters of 
migrants living along the Mexican border 
(in some of the worst conditions in the 
country) and has already enrolled over 
10,000 members. Girl Scouts usa has just 
signed an agreement with the Texas Mi- 
grant Council to make it easier for daugh- 
ters of migrant farm workers to enroll in lo- 
cal scout troops when they move within 
the state. There are troops in homeless shel- 
ters and in care centres for pregnant teen- 
agers, and even juvenile delinquents in 
special centres can become Girl Scouts. 

Yet, despite all this risk-taking, there are 





UNITED STATES 


conventional eight-hour shift system might 
be healthier for everyone involved. 

He is skating on thin evidence. The Tri- 
Data report notes that eight-hour shifts are 
less productive and more costly than the 24- 
hour shift; every city that has experimented 
with the eight-hour shift has abandoned it. 
Nor are shorter spells in the fire station likely 
to make blacks and whites get along better. 
The best way todeal with racial conflict is 24- 
hour immersion, says Charles Moskos, a 
professor of sociology at Northwestern Uni- 
versity, who notes that the most effectively 
integrated institution in America is the army. 

Earlier this month, Mr Daley appointed 
a new fire commissioner, James Joyce, a 34- 
year veteran of the force. Mr Joyce has 
warmed firemen that “this department is go- 
ing to change with or without you.” But the 
impulse for change will come from a new 
contract. The city will make a counter-offer 
tothe firemen in December, says Ms Papush- 
kewych. It will not include a paid holiday for 
Bud Billiken Day. 


still no plans to join forces with that great- 
est risk of all, boys. The organisation is reso- | 
lutely girls-only, and points to numerous | 
studies showing that girls thrive alongside 
each other but do less well in mixed 
groups. (In Britain, where girls have been 
able for years to join the Boy Scouts, most 
still prefer to be Guides.) And there are cer- | 
tainly no plans tostop the cookiesales. This | 
form of fund-raising, says Ms Johnson Ev- 
ans, is a great teaching tool: “The girls have | 
to decide on their strategy, and it all takes a 
lot of planning.” Ideal groundwork for run- 
ning the world. | 
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T ISan irony worth pondering that, a couple of weeks before the 

World Trade Organisation meets in Seattle, the entire child pop- 
ulation of America is enslaved by a Japanese fad. The most heart- 
felt complaint of globalisation’s critics is that the process leads in- 
exorably to the triumph of American pop culture. The French 
believe this so strongly that they have repeatedly threatened to 
scupper trade talks unless “cultural” goods are exempted. The 
world’s non-governmental organisations believe it so strongly that 
acollection of them have placed a series of huge advertisements in 
the New York Times complaining about the McDonaldisation of 
the world. But any trade negotiator who feels tempted to agree 
should take the precaution of consulting a ten-year-old child. 

“Pokémon: The First Movie” — 
parents, note that threatening ad- 
jective—raked in $32.4m over its 
opening weekend; and when a Los 
Angeles radio station announced a 
contest for free tickets, 70,000 calls 
a minute overwhelmed its switch- 
board. A television series based on 
the Japanese pocket monsters is 
the most popular childen’s pro- 
gramme in the country. More than 
50m Pokémon game cards have 
been sold. The five top-selling vid- 
eo games are all Pokémon-themed. 
Pokemon.com is the most popular 
website for children of 12 and un- 
der, and eBay, an Internet auction 
house, is doing a roaring business 
in rare Pokémon cards. 

The British are not far behind 
the Japanese in the race to seduce 
America’s children. The literary 
sensation of the summer was J.K. 
Rowling's trilogy about Harry Pot- 
ter. Hollywood is so lathered up about the child wizard that all the 
town’s leading directors, from Steven Spielberg to Barry Levinson, 
are squabbling over the rights to direct the film and Time Warner, 
the studio that owns the rights to the books, is muttering about a 
billion-dollar franchise, with sequels, television shows, cartoon 
spin-offs, theme-park rides, interactive games and merchandising. 
And for younger children yet another British product, the Teletub- 
bies, is almost as popular as that quintessentially American pro- 
gramme, “Sesame Street”. 

This triple invasion not only disproves the idea that Ameri- 
cans havea monopoly of popular culture. It also disproves the idea 
that non-Americans have a monopoly of silly complaints about 
the evils of popular culture, particularly the foreign-made variety. 
Jerry Falwell, a televangelist, played on a widespread American 
suspicion that the British favour homosexuals when he “outed” 
one of the Teletubbies, Tinky Winky, on the ground that he carries 
a handbag. Other evangelists have called for the Harry Potter 
books to be banned for promoting superstition and witchcraft. 

Time magazine calls Pokémon a “pestilential Ponzi scheme” 
that encourages acquisitiveness and aggression. It also portrays its 
inventor as a Japanese misfit who obsessively collected beetles as 
achild. Newsweek asks “Is Pokémon evil?” (though, to be fair, itan- 
swers “probably not’). A San Diego law firm has filed a class-action 
suit against the manufacturer of Pokémon cards on the ground 
that they promote illegal gambling; and a Colorado preacher re- 
quired children in his congregation to watch as he torched Poké- 
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mon cards and chopped up a Pokémon toy with a sword. 

An important part of the anti-globalist growl is that global 
companies are marketing fads to children with a ruthlessness that 
verges on the obscene. Hasbro is indeed churning out licensed toys 
and collectibles. Burger Kingis giving away 57 varieties of Pokémon 
ina$22m promotion. The Pokémon television show functionsasa | 
relentless advertisement for a cavalcade of products. There is 
something in the fad for every age. Toys pull in young children, 
who then move on to cards and other collectibles before finally 
graduating to Nintendo's video games. And there is more to come: 
a hundred more Pokémon on their way from Japan to add to the 
151 that have already arrived on America’s shores. 

Yet many of the conclusions 
that anti-globalists draw from this 
evidence of ruthlessness are mistak- 
en. They are wrong to argue that ev- 
erythingis being reduced to market- 
ing, for example. The remainder 
bins of the world’s toyshops are full 
of brilliant ideas that were dreamed 
up by marketing departments only 
to be forcefully rejected by children. 
And the people behind the latest 
fads sweeping through young 
America are mavericks, not cynical | 
marketers. J.K. Rowling is a publici- | 
ty-shy divorcee who wrote her first | 
Harry Potter book when she was on 

| 





the dole. Satoshi Tajiri, the man be- 
hind Pokémon, persisted with his 
idea even when Nintendo told him | 
that technology was passing it by. | 
He then persisted with it again | 
when Nintendo America told him | 
that role-playing games were not 
popular with the local children, and | 

| 

| 





when a bizarre incident, in which 700 Japanese children had fits 
while watching a Pokémon television programme, put the idea of 
exporting the craze under a cloud. 

The anti-globalists are also wrong when they argue that con- 
glomerates inevitably homogenise the ideas that they choose to 
hoover up. Some of the Pokémon have certainly had their names 
westernised: Zenigame, a turtle who squirts water, has became | 
Squirtle, for example. But the little monsters still teach distinctively | 
Japanese values about the importance of team-building and per- 
forming your duties. The only way to succeed at the game is to co- 
operate with others—and the easiest way to fail is to neglect to care 
for your charges. 

There was some talk in Hollywood about setting the filmed 
version of Harry Potter in an American school, Hogwarts High, 
complete with cheerleaders and a blonde girlfriend. But the mo- 
guls soon decided that Britishness is part of the book’s charm. Har- 
ry, played by a British actor, will still attend a 1,000-year-old school 
with crenellated towers and a Latin motto. Hermione will not 
change her name to Bailey. l 

The Pokémon will soon be history; with luck, the sickeningly | 
cute Teletubbies will be history even sooner. The next generation | 
of children will find a new craze to fill their time and soak up their | 
parents’ money. But why so many cultural protectionists assume | 
that the craze will be dreamed up by some faceless American cor- | 
poration rather than by a Japanese bug-collector or a British wel- | 
fare mother is getting more mysterious by theday. | 
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Chace. muddled new world 


CARACAS 


Hugo Chavez, Venezuela’s paratrooper-turned-president, has not fulfilled his 
opponents’ worst fears. But as the newly revised constitution shows, neither 
has he produced many reasons for hope 


N A recent Saturday morning, President 

Hugo Chavez assembled a group of 
Venezuela's luminaries, ranging from the 
cardinal-archbishop to ministers and lead- 
ing businessmen, and forced them to sit for 
almost two hours through an excruciatingly 
detailed narrative, broadcast live by all tele- 
vision channels, of his just-completed 19- 
day tour of nine countries in Asia and Eu- 
rope. Standing, pointer in hand, before a 
world map marked with his itinerary, Mr 
Chavez sprinkled his account of trade deals 
(perhaps) clinched, with jokes, the insights 
of an impressionable political tourist, and a 
wish-list of plans. Venezuela should pro- 
duce, rather than import, farm machinery, 
use its iron ore to make aircraft in a joint-ven- 
ture with Singapore, enter a “strategic alli- 
ance” with Malaysia to produce palm oil, 
and revive its shipbuilding industry. 

As a vision of development, it sounded 
as old-fashioned as the shabby 1970s Ameri- 
can cars that clog Caracas’s streets. Mr Cha- 
vez, a former paratrooper and coup leader 
who won a presidential election last Decem- 
ber, speaks the idiom of state-led industrial 
development beloved of the Latin American 
nationalist caudillos of a generation ago. But 
some outsiders worry that Mr Chavez repre- 


THE ECONOMIST. NOVEMBER 20TH 1999 


sents the future, not the past: much of Latin 
America is fatigued by the seeming failure of 
market economics and liberal democracy to 
deliver prosperity and social fairness. 

In fact, Mr Chavez’s rise is rooted in Ven- 
ezuela’s particular failings. And the fears of 
his opponents that he would quickly be 
metamorphosed into an authoritarian dic- 
tator have so far proved misplaced. But he 
has presided over sweeping political change, 
culminating in a new 350-article constitu- 
tion, completed this week (after much last- 
minute haggling) and to be put to a referen- 
dum on December 15th. It is the work of a 
constituent assembly, elected in July and 
dominated by Mr Chavez’s supporters. This 
assembly assumed powers to curtail the ac- 
tivities of Congress and intervene in the judi- 
ciary (so far, it has sacked 195 allegedly cor- 
rupt or abusive judges). On November 17th, 
Mr Chavez opted to submit next year’s bud- 
get to the assembly rather than Congress— 
seeming to decree the legislature’s demise. 

But by and large, change has happened 
without infringing democratic rights and 
freedoms, and by consent: despite a worsen- 
ing economy, 85% of Venezuelans approved 
of Mr Chavez in a September opinion poll. 
Two things explain that, according to Luis Vi- 


cente Leon of Datanalisis, which took the 
poll: the hope that Mr Chavez will deliver a 
better life, and a demand for the punishment 
of Venezuela’s traditional political elite, 
which ruled from 1958 to 1998, 

Mr Chavez has indeed deprived this po- 
litical elite of its perks. Thatis the main aim of 
his new constitution, whose main effect is to 
put his people in charge. For example, it 
abolishes the judicial council, through 
which the traditional parties controlled the 
judiciary. It requires fresh elections, early 
next year, for a new, single-chamber Con- 
gress, so Mr Chavez (whose rule may be rati- 
fied by referendum) will doubtless gain the 
legislative majority he lacks. It extends the 
presidential term to six years, and allows an 
incumbent to run for a second, consecutive 
term (so President Chavez appears to plan to 
stick around until 2012 at least). 

Opponents this week called for the con- 
stitution’s rejection, arguing that it is authori- 
tarian, centralising and, as regards the econ- 
omy, statist (the first two charges, at least, 
looked exaggerated). But by achieving the 
peaceful abolition of a corrupt and privi- 
leged elite, Mr Chavez may have spared Ven- 
ezuela a worse fate. “It was too late for piece- 
meal reform. Up till now, one has to say that 
Chavez’s triumph has been a guarantee of 
the continuation of democracy,” says Allan 
Brewer-Carias, a constitutional lay wer, inde- 
pendent assemblyman and critic of the new 
document. 

The bigger worry is over Mr Chavez’s 
ability to deliver a better life. Venezuela's de- 
cline has been swift. The numbers living in 
poverty have more than doubled in the past 
20 years, according to the Catholic Universi- 
ty in Caracas: in 1997, 67% of Venezuelans 
earned less than $2 a day (up from 33% in 
1975), and 36% earned less than $1 (up from 
13%). Therein lay a sad tale: oil wealth, deliv- 
ered by ppvsa, the national monopoly, en- 
sured an overvalued exchange rate and fi- 
nanced a spendthrift and corrupt state and 
irresponsible bank lending, simultaneously 
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private sector equalled 50% of Gpr as recent- 
ly as 1987; today, they amount to just 11%, ac- 
cording to Ricardo Penfold, of Santander In- 
vestment, a Spanish bank. 

Since most Venezuelans firmly believe 
that oil means they ought to be rich, reform- 
ing the economy is hard. It was tried, with 
short-term success, by teams of free-market 
reformers under each of the past two presi- 
dents, Carlos Andres Perez and Rafael Cal- 
dera. But the politics failed: both men had in 
previous terms presided over periods of cor- 
rupt extravagance; their appeals for austerity 
brought only resentment. 

Mr Chavez's political allies opposed 
such reforms: apart from his fellow coup- 
plotters, they are drawn from a socialist 
party, and several previously small far-left 
groups. His economics team, headed by 
Jorge Giordani, an electrical engineer and de- 
velopment planner, is widely seen as unim- 
pressive, though it claims to have been aus- 
tere. Officials point out that public spending 
has risen by much less than inflation (itself 
falling sharply, to under 20% this year). But 
critics attribute this to parsimony towards its 
predecessors’ projects and towards opposi- 
tion governors and mayors. They say next 
year’s budget is unrealistic and inflationary. 
In a worrying move, Mr Chavez changed the 
rules of a new stabilisation fund, which is 
supposed to smooth out the economic im- 
pact of volatility in the oil price. While seem- 
ing to save more oil revenue, in fact the new 
rule will allow the president discretion to 
spend up to 2% of Gpp. 

Neither does the government seem keen 
on structural reform. New laws may attract 
private investment into gas and electricity, 
but not soon. Ali Rodriguez, the oil minister, 
says the government will respect the pro- 
duction contracts signed by its predecessor 
with foreign oil companies, but it will not 
sign further contracts. 

In oil policy, at least, Mr Chavez's gov- 
ernment has had some success: by enforcing 
production cuts agreed on with its OPEC 
partners and others, it has contributed to a 
sharp rise in the oil price. Yet uncertainty ov- 
er Mr Chavez’s intentions, and over the new 
constitution, has meant that higher oil reve- 
nues have not yet brought economic growth. 
This year, the economy will shrink by per- 
haps 5%. Unemployment stands at 18%, and 
private investment has dried up. Next year, 
though, higher oil revenues mean that Mr 
Chavez could buy Gpr growth of perhaps 3% 
through higher public spending. 

Some critics reckon the new constitution 
signals increased state intervention in the 
economy; certainly, it has created some im- 
plausible new social entitlements. But much 
depends on what Mr Chavez does with his 
new toy. Optimistic businessmen (there are 
not many) argue that once the legislative 
election is out of the way, the president will 
appoint a reformist economic team. It is 
widely said in Caracas that Mr Chavez is a 
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great communicator, a quick learner, a good 
listener, and a pragmatic realist. “He may be 
able to do things where others have failed, 
such as reform social security, free the econ- 
omy and reform the public administration,” 
says Janet Kelly, a political scientist at tesa, a 
Caracas business school. 

Certainly, he has a rare chance to change 
Venezuela for the better. Mr Chavez now has 
the power as well as the authority to cajole 
Venezuelans into accepting that their oil- 
fuelled, state-dominated economy has 
failed them. But a high oil price may once 
again postpone change. Unfortunately, on 
the evidence so far, Mr Chavez looks rather 
more likely to fritter away than to seize this 


opportunity. 


The Ibero-American summit 


Dissent, and 
diplomacy 


HAVANA 


HEN the first Ibero-American sum- 
mit—a gathering of Spain, Portugal 
and the countries of Latin America—was 
held in the Mexican city of Guadalajara in 
1991, few could have imagined that eight 
years later the event would be held in Fidel 
Castro’s Cuba. Few could have imagined 
that eight years later Mr Castro’s Cuba 
would even exist. The collapse of the Soviet 
Union had dealt what seemed a fatal blow to 
the island’s economy. Now, things are better, 
but real Gop is still only 65% of its 1989 level. 
Yet Mr Castro is still there, as combative 
as ever at 73 (and after 41 years in power). He 
might claim this week’s gathering was the 
least inconsequential international event he 
has presided over since the 1960s, even if five 
presidents stayed away (three, from small 
Central American countries, to express dis- 
approval of the host). But, with the cold war 
long over, not only does his regime’s treat- 
ment of dissidents look more egregiously 
nasty than ever, but Mr Castro's neighbours 





Mr Castro shields his eyes from pluralism 


feel more free to criticise it. And so they did: 
the summit's official subject was the chal- 
lenges of globalisation but, predictably, the 
real theme was human rights. 

Disquiet had been brewing since March, 
when Cuba tried, and sentenced to up to five 
years’ imprisonment, four prominent activ- 
ists who had already been held behind bars 
for 19 months, despite calls from various 
quarters to free them. That prompted timid 
diplomatic pressure: Spain’s monarch can- 
celled a planned official visit, and there was 
talk of shifting the summit to another venue. 
Mr Castro remained unmoved. 

On the eve of the summit, tension grew. 
Dozens of dissidents were arrested to stop 
them from disrupting the occasion (though 
by November 17th, most had been released). 
A couple of the more foolhardy ones tried to 
hold a street demonstration on November 
1oth and were attacked by a crowd, appar- 
ently summoned for the purpose. Mr Castro 
took the opportunity to show that age has 
not dulled him, holding an eight-hour press 
briefing the next day to condemn such 
“counter-revolutionaries”. 

Even so,opponents such as Elizardo San- 
chez, of the Cuban Commission for Human 
Rights, got almost as much attention as Mr 
Castro from the visitors. Senior officials from 
seven countries visited dissidents. They in- 
cluded Jose Maria Aznar, Spain’s prime min- 
ister, and Mexico's foreign minister. In Mr 
Aznar’s case, that was unsurprising. When 
he came to power three years ago, his criti- 
cisms of Mr Castro’s regime chilled relations; 
they remain prickly, although King Juan 
Carlos did attend the summit (thus becom- 
ing the first Spanish head of state to visit Cu- 
ba since it gained independence a century 
ago). Mexico, on the other hand, has long 
been one of Cuba’s strongest supporters 
against the bullying of the United States. But 
it is increasingly close to the United States 
nowadays, a reality it tries to offset by such 
exercises as the Ibero-American summits. 

Cuba had already shrugged off the visits 
to the dissidents. “We won't be offended,” 
said Mr Castro. It did not try to stop the meet- 
ings or to pretend, as it often has before, that 
the dissidents do not exist. 
Mr Castro and his officials 
have even started publicly 
mentioning the names of 
the most prominent ones, 
and newspapers have be- 
gun printing the transcripts 
of press conferences with 
foreign journalists. It is prac- 
tically the first time that or- 
dinary Cubans, with very 
little access to foreign me- 
dia, are getting details about 
the country’s unofficial op- 
position. In time, that could 
have an effect. But official 
criticism of the dissidents 
remains as vitriolic as ever, 
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and the regime’s control as firm. 

Another cloud over the summit was the 
efforts of Baltasar Garzon, a Spanish judge, 
to extradite Chile's former dictator, Augusto 
Pinochet, who was arrested in London just 
two days before last year's summit, and todo 
the same to 98 retired officers from Argenti- 
na’s military dictatorship of 1976-82. Mr Az- 
nar is said to hold no great love for Mr Gar- 
zon. Certainly, the judge has few fans among 
Latin American governments (and not just 
those of Chile and Argentina, whose presi- 
dents chose not to attend, to show their irri- 
tation with Spain). They see his activities as 
ignoring the principles of sovereignty and re- 
spect for national laws endorsed at several 
Ibero-American summits. 

Together with the flood of takeovers of 
Latin American companies by Spanish busi- 
nesses, the Pinochet affair has revived in 
some quarters dormant resentments dating 
from colonialism. But the lasting damage to 
relations is likely to be limited: Latin America 
values foreign investment, and trade with 
Europe, too much to allow the fate of a few 
geriatric generals to get in the way. 

Any damage to Mr Castro is also likely to 
be limited. He got what he wanted, in the 
form of general condemnation of the United 
States’ trade and investment embargo 
against Cuba. Indeed, the language of diplo- 
macy proved to have a solution for every- 
thing. The summit’s final declaration con- 
firmed, as it has so often in the past, the 
Ibero-American nations’ “commitment to 
strengthening democratic institutions, polit- 
ical pluralism...and respect for human 
rights and basic freedoms.” Mr Castro could 
put his name to that: he claims that Cuba is a 
great keeper of those rights and freedoms. 

The document also promised “respect 
for the principles of sovereignty and non-in- 
tervention.” Mr Aznar, who argues publicly 
that the Pinochet affair is an exercise in judi- 
cial independence and that his government 
respects those principles, said that this “can 
leave us all very satisfied”. 

In other words, all can continue as nor- 
mal. As for the other business, the summit 
completed its main task, which was to ap- 
prove the establishment of a permanent Ib- 
ero-American secretariat in Madrid, so that 
such empty platitudes can be thought up 
non-stop, instead of a once a year. 


Chile 


Concrete mixer 


OSORNO 


66 D? YOU really believe that, ifitgotan- 

other six years, the govemment 
would do all that it hasn’t done in the past 
ten?” asks Joaquin Lavin, the presidential 
candidate of Chile’s right-wing parties. He is 
speaking at a campaign breakfast in the 
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main street of San Pablo, a 
village near Osorno, in the 
rural south. With Chile’s 
economy suffering its first re- 
cession since 1983, Mr Lavin’s 
question hits home. He fol- 
lows it with his own prom- 
ises of a host of practical, 
“concrete”, measures. 

Mr Lavin's slickly pack- 
aged campaign is turning 
Chilean politics upside 
down. Since 1988, when Chil- 
eans rejected a referendum 
that would have allowed 
General Augusto Pinochet to 
prolong his dictatorship, a 
majority have backed a cen- 
tre-left coalition (known as 
the Concertacion). Most ana- 
lysts have been expecting 
them to do so again in the 
presidential election on De- 
cember 12th. 

Indeed, only a few 
months ago, Ricardo Lagos, 
the Concertacion’s candi- 
date and a minister in the 
past two governments, 
seemed certain of victory. 
Now Mr Lavin, a former 
mayor of Las Condes, Santia- 
go's richest district, has a 
chance, albeit a slim one, of 
being Chile's next president. 
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form might appeal. Instead, 
his campaign has looked 
tired and out-of-touch. 

Mr Lavin, by contrast, 
promises tangible changes, 
some small, some implausi- 
bly large: he tells the villagers 
in San Pablo that he will 
create 100,000 jobs in go days; 
improve state health provi- 
sion, by paying for private 
treatment for patients who 
wait more than three months 
for operations, and by ensur- 
ing that patients can tele- 
phone for appointments 
rather than have to queue at 
éam; and subsidise child care 
for poor mothers who want 
to go out to work. 

The message is directed 
at the poor (many of the rich 
will vote for him anyway). 
Mr Lavin has madea habit of 
staying in poor voters’ 
homes, an experience he 
broadcasts: “I know what it’s 
like to get up at five in the 
moming to go out fishing or 
down a coal mine, because 
I've done it.” 

Then there is money. 
Businessmen, who might 
have hedged their bets when 
Mr Lagos looked a sure win- 


Inthelatest nationalopinion | ne R ner, are now reported tohave 
poll, taken a month ago, Mr OCEAN k stepped up donations to Mr 
Lagos’s lead had shrunk to Lavin. His team claims to be 


less than three points, from | o 
13 points in May. A more re- 
cent poll taken only in Concepcion, Chile’s 
second city and a Concertacion stronghold, 
showed the two almost tied. 

What lies behind Mr Lavin’s surge? Per- 
haps the main factor is that, despite having 
all the credentials of a hardline Chilean con- 
servative (such as membership of Opus Dei, 
a Catholic movement), he has managed to 
make the voters forget that he is from the 
right. His campaign gives little prominence 
to other politicians from the two conserva- 
tive parties. That may help him toattract vot- 
ers from the centrist Christian Democratic 
Party, some of whom balk at Mr Lagos be- 
cause he is a socialist, albeit a moderate one. 
General Pinochet's arrest in London a year 
ago has helped Mr Lavin, too. With the gen- 
eral out of the way, and public interest in his 
case fading, Mr Lavin has been able to dis- 
tance himself from the dictatorship. 

Voters’ minds seem focused on the econ- 
omy. Recovery is on the way, and the reces- 
sion anyway had more to do with low cop- 
per prices than Concertacion policies. But 
that is no comfort when unemployment is 
11%. Were the economy booming, as it was 
for most of the past decade, Mr Lagos’s mes- 
sage of more of the Concertacion’s social re- 


spending less than $6m, or 
about the same as his oppo- 
nent. More like six times as much, retort Mr 
Lagos's staff. Certainly, Mr Lavin’s tours are 
lavish affairs. At Puaucho, another village 
near Osorno, voters were bused in to a bar- 
becue lunch of 180 lambs roasted over bon- 
fires and supplied by local landowners. For 
months past Mr Lavin has spent heavily on 
radio advertising. By contrast, Mr Lagos’s 
campaign started slowly and has relied on 
traditional mass rallies. 

Despite their man’s momentum, cam- 
paign workers say they do not expect Mr La- 
vin to win an absolute majority on Decem- 
ber 12th. But he does appear to have done 
enough to force a run-off ballot, which 
would be held on January 16th. 

In that event, Mr Lagos ought to gain 
most of the votes of the four minor candi- 
dates, three of whom are left-wing. And the 
prospect of a right-wing president might 
make voters blanch when they reach the bal- 
lot box—especially if the Pinochet issue were 
torevive in the coming weeks (for example, if 
the general were to be sent home to Chile on 
humanitarian grounds). Even so, the new 
star of Chilean conservatism has risen high- 
er than even his own supporters dared hope. 
etree E EEREN EAA EAE EIE ES ll 


51 





ds ; AK In e : ges >i th ces in 
with the Fixed Income option you will r eive the full return of your D: jal investment provided the level of the indexto which the opti linked has. not fallen by more than 10%: atthe and of the investment period. "HSBE 3 
International Guaranteed Capital Investment Bonds Limited (‘GCIB') is @ company incorporated in Jersey under the provisions of the Companies (Jersey) Law 1991. The Administrator for GCIB is HSBC Fund Administration Wersey} 
imited. Under the terms of the agreement between HSBC Bank ple (HSBC'} and GCIB, HSBC has agreed to make certain returns to GCIB to ensure the returns outlined can be made at the end of the investment period. In the unlikely 
“event that HSBC or GCIB are unable to meet these obligations, you may not receive your original investment back in full. We reserve the right to refuse applications or to withdraw the offer or any part of the offer in this issue at any 
“tithe ptior to the offer closing date of 14 January 2000. This.advert does not constitute an invitation or solicitation to make investments in any jurisdiction or ta any person to whom it is unlawful. GCIB Growth options do not pay any 
income, all returns are paid at the end of the investment term. This offer ts not available to residents of the United States of America: MBI/1679/0/99488 


Chasing after 


| higher re 





Enjoy returns of 


up to16% 


without risk to your capital 





The new issue of HSBC International The European Growth option is linked to the This is a limited offer commencing 15 November 
Guaranteed Capital investment Bonds progress of the Dow Jones EURO STOXX 50 1999 and closing on 14 January 2000. but may be 
Limited ((GCIB’) gives you the potential to earn Index, giving you the potential to earn returns closed earlier if it becomes fully subscribed. So 
high returns over a four year investment period, of up to 16% p.a. don't get left behind. 

without putting your capital at risk. You can The Japanese Growth option links your To find out more about these and other investment 
choose between two outstanding options, investment to the Nikkei 225 Index. There is no options offering regular fixed income, just cut out 


available in both sterling and US dollars. pre-defined limit to the maximum return you can the coupon, call us 24 hours a day on +44 1534 


achieve on this option. 616111, fax us on +44 1534 616222 or visit our 


web site www.offshore.hsbc.co.je today. 


YOUR WORLD oF PINAS IE SERVICES 








s Cut the coupon DP 
To: HSBC Bank International Limited, PO E Box 26, 28/34 Hill Street, St. Helier, Jersey JE4 SNR, Channel Islands. 
Please send me details on the new HSBC International Guaranteed Capital Investment Bonds options. 





Nationality 











Tel 3/EC1399 














INTERNATIONAL 


Don't ask for more, Mr Annan 


MEW YORK 


The deal that the United Nations won this week from the United States may 
have been the best available. That does not make it a good one 


F THERE was ever any doubt about how 
little the United Nations expects from the 
United States, this week probably ended the 
argument. The deal that has been hashed out 
by Congress and the White House to pay 


nearly $1 billion of the dues owed to the UN’ 


has been hailed as a victory for the world’s 
foremost multilateral organisation. That the 
world's richest country still owes the UN 
some $600m, and that the deal includes the 
sort of constraints no national government 
would ever dream of accepting, have barely 
registered as footnotes. 

The spur for the agreement is the fact 
that, if America fails to pay at least $350m of 
its back dues and assessments by the end of 
this year, it will lose its seatin the General As- 
sembly. The new legislation is based on an 
older bill, passed by the Senate in 1997, that 
was put together by two senators, Jesse 
Helms, a staunch Republican critic of the un, 
and Joseph Biden, a more sympathetic 
Democrat. It authorises payment of $926m 
over the next three years, subject to a num- 
ber of conditions. 

The condition that has long been the 
main obstacle to the passage of the bill is one 
that has little relevance outside American 
domestic politics. The House Republicans 
added a proviso that would cut off any 
American money for international organisa- 
tions that promote abortion (for the un, this 
amounts to something in the order of 
$10m-15m). President Bill Clinton had been 
adamant that he would not sign a bill with 
this proviso in it, but his administration, 
which took an international knock in Octo- 
ber when Congress rejected the nuclear test 
ban treaty, has now backed down. 

Madeleine Albright, the secretary of 
state, let it be known that she would be a 
“lightning-rod” for criticism from any 
feminist groups over the abortion issue. 
This piece of heroism coincidentally 
meant that credit for the deal shifted 
to her, rather than to Richard Hol- 
brooke, the United States’ ambi- 
tious ambassador to the uN. In 
another piece of domestic Ameri- 
can political manoeuvring, Vice- 
President Al Gore criticised the 
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abortion decision. 

Americans, with their minds oncongres- 
sional and presidential primaries, happily 
assume that the un should be extremely 
grateful for getting at least most of the money 
that was owed to'it. And, indeed, the huge 
dollop of cash will be useful—particularly 
for the poor, small countries that have long 
had to pay America’s way in peacekeeping, 
such as Fiji (which is owed $6m) and Bangla- 
desh ($15m). Kofi Annan, the un’s secretary- 
general, hascautiously called the bill “a posi- 
tive development”. 

But is it really such a good deal for the 
uN? Begin with the non-family-planning 
conditions laid down by Congress. The other 
187 UN members must accept the $926m as 
payment in full. From now on America’s 
contribution to the un’s budget will be re- 
duced from 25% of the total to 22%. The un’s 
budget cannot be increased even in nominal 
terms (ie, it will have to be reduced in real 
terms). Various UN committees must be 
wound up at fixed “sunset” times. An Amer- 
ican must be installed on the main budget 
























watchdog committee. And soon. 

Some of these provisions have the laud- 
able aim of continuing the reform of the uN’s 
management. The un, which was hoping for 
a small rise next year in its budget (static in 
dollar terms since 1994), may be a lot leaner 
than it used to be, but it is still too bureau- 
cratic. Mr Annan himself tried to introduce 
sunset times for committees. And it proba- 
bly makes sense for America to be elected to 
the main budgeting committees. 

On the other hand, the idea that the 
world’s richest country can unilaterally can- 
cel its debts is something that even America’s 
closest allies find hard to stomach. If the Un- 
ited States can walk away from its debts, why 
not others? Nor,even by paying 25% of the to- 
tal, was America evidently paying too much. 
America accounts for some 30% of the 
world’s Grp, twice as much as Japan, which 
pays 18% of the un’s budget (soon to rise to 
20%) and, unlike the United States, has no 
seat on the Security Council. 

Diplomats at most multinational organi- 
sations are used to America strong-arming its 
partners into agreeing to joint communi- 
qués. But some think that the idea of Con- 
gress unilaterally deciding what happens to 
a multilateral organisation (without even 
bothering to go through the formality of let- 
ting other countries vote) marks a new step. 
Edward Luck, the author of “Mixed Mes- 
sages: American Politics and International 
Organisation 1919-99” (Brookings Institu- 
tion), concludes that the un might do better 
by “being poor but principled”. 

Various UN committees could still 
tefuse to comply with parts of the 
Helms-Biden agreement. Before this 
week’s deal, some un refuseniks had pri- 
vately hoped that America would lose 
its seat in the assembly. Their argument 
was that this might force a healthy de- 
bate in America on the issue. But others 
worried that UN obstinacy would mere- 
ly lead to something worse coming out of 
America in return. 

Mr Holbrooke’s message to the UN 
and, more important, to its member gov- 
ernments will be a simple one: this is the 
best deal you will get. The chances are 
that most of the governments will go 
along. Several senior diplomats contrast 
their frustration with America at the UN 
with the good bilateral relations their 
governments have with Washington. In 
the end it will be those bilateral relations 
that matter most. And that, like virtually 
everything else this week, will show 
how weak multilateralism, and the Un- 
ited Nations, really are. 
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Iran 


Saying the unsayable, in public 


TEHRAN 


Abdollah Nouri’s trial has widened the political and religious debate 


N IRANIAN Socrates, Abdollah Nouri 
challenged the clerical establishment in 
discourse, knowing that it would lead to (po- 
litical) death. His show trial before a court of 
traditionalist theologians was designed by 
Iranian conservatives to remove him from 
the political scene. In a 44-page indictment, 
he was accused of everything from under- 
mining the principles of the Islamic revolu- 
tion in his newspaper Khordad to insulting 
Iran’s revolutionary leader, the late Ayatol- 
lah Khomeini. Last week, he was duly con- 
victed; his sentencing is imminent. 

Mr Nouri does indeed pose a threat to 
Iranian conservatism. No other politician, 
apart from President Muhammad Khatami, 
can influence so broad a section of the elec- 
torate. As a cleric himself, he stands inside 
and outside the system. In six days of giving 
evidence, he changed the nature of the trial, 
opening the window of debate to the most 
sensitive of all Iranian issues: the place of re- 
ligion. Reaffirming his call for an “Islam of 
love”, he argued that religious practice 
should be voluntary: “You cannot enforce 
the veil with clubs and batons,” he told the 
Special Court for Clergy hearing his case. 
“You cannot claim religion is limited to your 





The gospel according to Nouri 


own particular understanding of it.” 

Mr Nouri had been the reformists’ candi- 
date for speaker after the parliamentary 
elections due on February 18th. But now that 
he has gone down, fighting nobly, the way 
may be opening for a degree of compro- 
mise—on both sides. The reformers are free 
to choose a less divisive parliamentary 








BAHRAIN 


HE Gulf is not only one of the richest 

regions on earth, it is also one of the fat- 
test. In Saudi Arabia, a study done in 1996 
found that 45% of men and 52% of women 
were overweight. Another survey in the 
United Arab Emirates two years earlier put 
the figures for married men and women at 


states, the level of obesity ranges between 
30% and 60%, depending on the criteria 
used, according to research by Abdul- 
rahman Musaiger, an academic at the Bah- 
rain Centre for Studies and Research. His 
most recent study shows that Bahraini girls 
are fatter even than their American con- 
temporaries, which puts them among the 
pudgiest in the world—and they seem to 
be getting pudgier all the time. 

Before the oil boom, Gulf Arabs used to 
eat brown bread and unrefined rice, leav- 
ened with fish, vegetables and dates. Live- 
stock was used chiefly for milk and wool; 
meat hardly featured. With wealth, the 
consumption of sugar and fat went 
through the roof (as it were), while fruit 





Plump, and happy with it 


56% and 70% respectively. In all the Gulf 


and veg went out the window. Today, the 
average Emirati consumes 79kg (174lb) of 
meat a year, compared with 13kg a year in 
nearby Yemen. Some 16-18% of women in 
the uae, Bahrain and Oman apparently 
abjure fruit altogether. Kuwaitis gulpdown 
nine times as much milk a year as their 
neighbours in sanctions-hit Iraq. 

At the same time, Gulf Arabs have 
stopped taking exercise. Whereas their an- 
cestors dived for pearls or herded camels 
through the desert, few would now dream 
of walking anywhere except from the sofa 
to the car. Only 10% of Bahraini women 
aged 30 to 50 are said to take any exercise at 
all. In a rural district of Oman, where peo- 
ple still fish and farm for a living, the level 
of obesity is a mere 8%, but in urbanised 
areas it is as high as 50%. Likewise, the few 
remaining bedouin in Saudi Arabia have a 
far lower incidence of heart disease than 
their sedentary compatriots. 

Corpulence brings a variety of health 
problems, from arthritis and diabetes to 
heart attacks. With the gruelling climate 
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speaker. And the conservatives, no longer re- 
sponding to Mr Nouri’s wounding com- 
ment, may be able to shed a little of their re- 
actionary image. Both groups are already 
adjusting their pre-election strategies. 

Mr Khatami’s faction announced this 
week their preliminary slate for the election. 
Among the 40 names on the list was 
Mohsen Razaei, a staunch conserva- 
tive and former head of Iran’s Revolu- 
tionary Guards. The conservatives 
have yet to publish a list, but some 
have suggested publicly that their 
candidates should be more centrist if 
they are to get the votes. 

Even hardline political mullahs, 
grouped in the Society of Militant 
Clergy, appear to have seized on the 
chance of compromise. They have 
held one conciliatory meeting with 
their leftish foes and another such 
gathering was scheduled for Novem- 
ber 18th. The stated purpose of these 
meetings is to discuss co-operation in 
the February election. But the range of 
issues discussed was said to include 
the fate of Iran’s senior dissident, 
Grand Ayatollah Hossein Ali Montaz- 
eri. Once Khomeini’s chosen heir, he has 
been under strict house arrest since 1997, 
when he issued a scathing critique of Iran’s 
system of supreme clerical rule and the cur- 
rent top cleric, Ayatollah Ali Khamenei. 

From his compound in the holy city of 
Qom, Ayatollah Montazeri has led a shadow 
cabinet, providing reformers with theologi- 





I'll be off to the gym after this 


and the social pressure for women to stay 
at home, a concerted health-education 
programme to persuade people to take 
more exercise seems called for. But the Gulf 
governmentsare not tooconcerned. Few of 
them have conducted a systematic survey 
of weight. They may even, suggest cynics, 
be rather pleased to have such a high inci- 
dence of first-world ailments. 
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cal and political support for their various 
campaigns, including the effort to hold the 
powers of Iran’s supreme leader to those 
spelled outin the constitution. At his trial, Mr 
Nouri protested at the way the ayatollah was 
being treated, thus breaking yet another ta- 
boo: public support for the sage in Qom has 
generally been a ground for imprisonment. 
But on November 1sth, the authorities unex- 
pectedly eased at least one of the restrictions. 
A delegation led by two conservative ayatol- 
lahs was allowed toenter Ayatollah Montaz- 
eri’s compound, the first such visit in two 
years. The ayatollah, however, sturdily de- 
clined tosee them, saying the authorities had 
no right to dictate who could visit him and 
who could not. 

In his seclusion, Ayatollah Montazeri 
embodies all the contradictions and com- 
plexities gripping Iran. He was instrumental 
two decades ago in creating the Council of 
Guardians, a supervisory clerical board, and 
giving it powers to oversee elections. But he 
recently smuggled an open letter past his 
minders that condemned the Guardians for 
abusing these powers by eliminating re- 
formist candidates from the election rolls. 

Whether or not a tentative spirit of com- 
promise is emerging from the battleground, 
many reform-minded contenders, however 
mild, are still likely to be cast aside by the 
Guardians on “technical” grounds. The 
leader of President Khatami’s political fac- 
tion, his brother Reza Khatami, said on No- 
vember 16th that, if the reformers manage to 
win a majority of seats, their first act in par- 
liament would be to end the Guardian 
Council's electoral powers. 
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Côte d'Ivoire 


Disharmonious 
rumbles 


ABIDJAN 


ROSPERITY and calm are conditions 

that elude most African countries. Céte 
d'Ivoire, blessedly free of coups, conflicts 
and wars in its nearly 40 years of indepen- 
dence, has enjoyed long stretches of both. 
But the government's recent tactics to ensure 
victory in next year’s election could be jeop- 
ardising this delightful harmony. 

In what has been widely condemned as 
a political trial, 20 leading members of the 
main opposition party, which is headed by 
Alassane Outtara, were charged with public- 
order offences. On November 12th, 11 of 
them, including four members of parlia- 
ment and Henriette Diabate, the party’s sec- 
retary-general, were jailed for two years. 
They were found guilty of allowing others 
(who have not themselves been arrested) to 
cause a disturbance after the police had 
banned, at the last minute, a march in pro- 
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Why make us behave in the way our neighbours do? 


test at government bias in the media. 

The government is doing everything it 
can to prevent Mr Outtara from running for 
the presidency. Mr Outtara is a rich techno- 
crat, who was head of the imr’s African divi- 
sion in the 1980s; he has been out of the coun- 
try since September, and is currently in 
France, though planning to return to Céte 
d'Ivoire as soon as it is considered safe to do 
so. He has friends in high places and is sup- 
ported both by young professionals and by 
his fellow Dioulla-speakers in the country’s 
mainly Muslim north. He was prime minis- 
ter from 1990 to 1993, and in the last few 
months of his term virtually ran the country 
for the president, the late Félix Houphouet- 
Boigny. But, in the struggle for succession, 
France, the old colonial power, backed Henri 
Konan Bedie for president, and Mr Outtara 
was sent back to the imr. 

President Bedie seems determined to 
scupper his rival’s plans for next year’s elec- 
tion. He claims that Mr Ouattara is a foreign- 
er, from neighbouring Burkina Faso (immi- 
grant workers from there are the largest 
section of an expatriate community that ac- 
counts for a third of the Ivorian population), 
and so cannot run for the presidency. Not 
true, says Mr Outtara. His elder brother, a 
member of parliament, has called for a pub- 
lic inquiry that would also look into the pres- 
ident’s own nationality: there are rumours 
that Mr Bedie is of Ghanaian and Beninese 
descent. In fact, nearly everyone in Céte 
d'Ivoire originates from somewhere else. 

The opposition’s rallies are banned, and 
the authorities have interrogated Mr Quatta- 
ra’s octogenarian mother, in an attempt to 
prove that he is not really her son. The police 
are also investigating official allegations that 
he has forged his Ivorian identity. When Mr 
Ouattara obtained a certificate of nationality 
from a judge in his native town, the justice 
ministry annulled it on the grounds that it 
was issued on a Sunday. 

All this suggests a panicky government. 
At the start of the year, it seemed that the 
president would not be seriously challenged 
at the polls until the election after next, in 
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2007. His victory next October looked as- 
sured and he had changed the constitution 
to lengthen the presidential term of office 
from five to seven years. But officials began 
to grow nervy in August, when Mr Ouattara 
was proclaimed leader and presidential can- 
didate of the Assembly of Republicans 
(RDR), a breakaway group from the ruling 
party. Last week, the police sealed whole ar- 
eas of Abidjan, the commercial capital. Eight 
local leaders of the party in a northern town 
were arrested this week, again for public- 
order offences. 


Stop, say outsiders 

These heavy-handed tactics are upsetting 
Côte d'Ivoire’s allies, to which it looks for 
support. The country has managed to pre- 
serve its special relations with France, while 
opening up the economy to attract interest 
from America and elsewhere. Billions of dol- 
lars have flowed in from the World Bank 
and, until last spring, the imr. Although the 
country is not as poor as many other deserv- 
ing cases, France has made sure that it quali- 
fies for debt relief. With a steady growth rate 
of 5-6% a year, Côte d'Ivoire could become 
the hub of a West African French-speaking 
common market of some 60m people. 

The United States has protested strongly 
at the trial, calling it an attempt to stifle dem- 
ocracy. France’s Socialist Party has con- 
demned the treatment of the opposition. Be- 
fore that, revelations of bad financial 
management and corruption led, last spring, 
to a suspension of imr and European Union 
aid, boosting the opposition’s charge that 
the ruling party is running an old style klep- 
tocracy, keeping for itself the lion’s share of 
proceeds from privatisation. 

The dispute could be widening ethnic 
and religious divisions. In the past week, 
Ivorians have harassed migrants from Burki- 
na Faso, forcing several thousand to flee over 
the border. And hitherto harmonious Côte 
d'Ivoire finds itself threatened by a north- 
south, Muslim-Christian division, as north- 
em Muslims rally to Mr Outtara’s support. 
— = 
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INTERNATIONAL 
Congo 


Fighting over 
the carcass 


HEY are fighting again, but that is about 

all that is clear. After weeks of skirmish- 
ing between the Congolese government and 
the Congolese rebels, a full-scale battle broke 
out at Gbadolite in northern Congo early this 
month. This has been followed by battles in 
six or seven other places in rebel-held areas. 
Outsiders have virtually no independent 
means of finding out what is going on. 

The rebels blame the government and 
the government blames the rebels. On No- 
vember 7th, two leaders of separate rebel fac- 
tions, Jean-Pierre Bemba and Ernest Wamba 
dia Wamba, spoke of government violations 
and declared the Lusaka ceasefire, signed in 
July and August, to be null and void. The 
government has been no less belligerent in 
its various pronouncements. The foreign 
minister, Yerodia Abdoulaye Ndombasi, 
spoke last week of all-out war: Congo, he 
thundered, would notenter the next century 


still “under occupation”. 

The ceasefire left Congo carved between 
the government, the rebels and the outside 
powers that support one or the other: Zimba- 
bwe and Angola backing the government, 
Uganda and Rwanda backing the rebels. The 
hope was that, after the ceasefire, the outsid- 
ers, who are in Congo for their own political, 
military or commercial reasons, would act 
together to restrain their respective clients. A 
joint military commission was set up by the 
signatories, theoretically to prevent any 
breaches of the peace. 

The United Nations, which was asked to 
send military observers to monitor the truce, 
is considering sending up to 500 peacekeep- 
ers. A small technical un team arrived in the 
capital, Kinshasa, last month, and on No- 
vember nth a group set off on a tour of some 
rebel-held cities, including Gbadolite, to as- 
sess conditions for the larger force. So far, the 
government has not allowed the team to 
venture out into territory that it controls it- 
self: President Laurent Kabila has com- 
plained that the uN is treating his govern- 
mentin the same way thatit treats the rebels, 
allowing it no greater respect. 

The fighting could well be a matter of all 
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sides trying to grab strategic areas before the 
UN military observers arrive—if, in fact, 
there is a decision to send peacekeepers. But 
Mr Kabila has been rearming his army with 
weapons bought from China, even after the 
ceasefire. It is possible that the president, 
having concluded that the peace agreement 
would never unite Congo under his sole con- 
trol, has decided to go after the rebels and try 
to unite the country by force. 
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JOHANNESBURG 


ANCTIONS and the image of a white- 
supremacist state kept visitors away 
from South Africa for many of the apart- 
heid years. When all that came to an end, 
the new black-led government was confi- 
dent of a surge in tourism, pulling in sacks 
of foreign currency and at least alleviating 
the 30% unemploymentcrisis. Sure enough, 
in 1995, the first full year after the African 
National Congress came to power, visits by 
oversees (ie, non-African) tourists rose by 
nearly 50%, albeit from a low base. Since 
then, however, numbers have increased 
much more slowly, leaving the govern- 
mentstill searching for a cure-all solution. 
A policy paper in 1995 laid out the tar- 
gets: 2m foreign visitors a year by 2005, 
some $10 billion a year in foreign-exchange 
earnings and 1m new jobs. Although there 
are still five years to go, the industry is al- 
ready behind schedule. Last year 1.4m for- 
eign visitors generated $4 billion and only a 
handful of new jobs. What is going wrong? 
South Africa has natural beauty, a 
wonderful climate, world-renowned wild- 
life reserves, a cheap currency and a com- 
petitive air-travel market. Yet Satour, the 
state tourism authority, concedes that visi- 
tors are not comingat the rate they were ex- 
pected. The overriding problem is crime, 
above all, murder and rape: 20,000 people 
were murdered last year in South Africa, 
and statistics show that two women are 








What a lacker place for a holiday 


raped every minute. Lesser crimes, such as 
car hijackings or daylight hold-ups, are run 
of the mill. A group of American tourists 
were recently robbed at knifepoint after 
they had visited a nursery school in a 
township outside Pretoria. 

Another concern is South Africa's 
road-safety record. Last year, 9,000 people 
died on South Africa’s roads (in Britain, by 
comparison, some 3,500 die on the roads 
each year). Two months ago, a bus crash on 
a mountain pass killed 26 elderly British 
visitors, threatening to put a dent in two 
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buoyant sectors of the South African tou- 
rism market: the elderly and the British. 

Nor is service quite up to scratch. A 
handful of companies offer lavish, well- 
organised adventures into the bush but, on 
a broader basis, the industry cannot com- 
pete in quality or quantity with rival desti- 
nations such as Kenya, Australia or New 
Zealand. South Africa has not yet managed 
to instil the service-with-a-smile mentality 
that keeps older, richer tourists returning. 
Down the income scale, things are not 
made easy for do-it-yourself holidaymak- 
ers, the kind who want to hire a family- 
sized car, drive round on safe roads and 
stay at cheap hotels with clean swimming- 
pools. Young backpackers come, but they 
are not big spenders. 

Perhaps the biggest mistake has been 
South Africa’s failure to promote itself. Ad- 
vertising is minimal; the country is spend- 
ing $25m this year on foreign marketing, 
about a quarter that spent by Australia. Sa- 
tour may at last be beginning to get its act 
together: for instance, London cab drivers 
are being paid to natter away to their pas- 
sengers about the wonders of the country. 
But there are several simple things that still 
need to be put right. Promotional bro- 
chures at the South African consulate in 
New York describe the weather in Cape 
Town as “cold and windy” between No- 
vember and January. But the weather is 
usually warm and sunny in December. 
This is terrible advertising for a place that is 
supposed to be a brilliant destination for 
millennium celebrations. 
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the intricacies of global communications? 


It’s easy if telecom services and global connectivity are in your genes. That’s Lockheed Martin Global 
Telecommunications. We're a new company that’s entering the world with decades of experience in 
networking, global services, systems engineering and fixed and mobile communications. Our innovative 
space heritage is only the beginning: we also design and manage the world’s most sophisticated, ultra- 
secure, high-speed data networks and global services; we operate one of the largest private wide-area 
information and telecommunications networks; and we're helping to build the first global, on-demand 
wireless broadband system. It’s our job to solve complex problems. And we can help bring innovative 
systems, services and solutions to your organization, too. Fact is, we're pioneering a whole new way of 


managing bandwidth, networks and applications. So don't let our youthful appearance fool you. For more 





information, visit us at www.|mgt.com. 
LOCKHEED MARTIN. 














Fresh ideas are 


leading to results.” 
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At Deutsche Bank fresh ideas are 
essential ingredients in the way we 
respond to our clients’ challenges. 
Because we encourage and promote 
original thinking, our people excel at 
innovative problem solving. 


Fresh ideas that deliver creative 
solutions — another reason why 
Deutsche Bank is.leading to results ™ 
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EUROPE 


The EU turns its attention from 
ploughshares to swords 


Post-Kosovo Europe is sounding keen on a joint defence force that is less reliant 
on America. Its actions have yet to match its words 


ALL it the opening skirmish in what 

could be a long struggle, full of feints 
and diversions. This week, for the first time 
since what is now the European Union got 
going 42 years ago, it held a full conclave of 
defence and foreign ministers, including 
those from its quartet of neutral countries. 
That alone broke important new ground for 
an organisation that has always paid more 
attention to ploughshares than to swords. 

No declarations of war, or even battle- 
plans, were issued. But neither was any seri- 
ous objection raised to the idea of develop- 
ing a rapid-reaction corps which would act 
at the eu’s behest in crises that were too big to 
ignore but not big enough to demand 
the involvement of America, and 
therefore of NATO. 

The British have cited a number, 
40,000 men, to indicate the rough size 
of the force, which would come to- 
gether only in times of crisis, and 
therefore fall well short of a standing 
European army. And the Germans 
laid out a timetable: the £u, they sug- 
gested, should give itself a “defence 
identity” by 2003, if not sooner. 

This EU corps, it seems, would 
havea less permanent structure than 
the mainly French and German 
Euro-corps, which has hitherto been 
the main standard-bearer of Euro- 
pean-only defence; but, once assem- 
bled, the new eu force would pre- 
sumably be much more mobile than 
the Euro-corps, which would have to 
borrow transport aircraft from 
America (or rent them from Ukraine) 
if itever wanted to bring its unwieldy 
tanks to a war zone in a hurry. But 
this mobility would come at a price: 
an expeditionary corps without any 
tanks would not be able to fight 
much of a war. 

The French present these ideas in 
one way: as an opportunity for Eu- 
rope toassert itself as a “separate civi- 
lisation” from North America. The 
British have another view. European- 
only defence efforts, they reckon, will 
work best for tasks that are endorsed 
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by the American administration but fail to 
arouse enough enthusiasm from Congress to 
warrant direct American involvement. In 
other words, a more robust Europe would be 
doing America a sort of favour. 

Many French politicians and business- 
men, however, want to create not just a de- 
fence identity for the European Union but 
also a common front against the English- 
speaking world. It is in that context that 
they—and quite a few Germans—see such 
events as the recent merging of their defence- 
manufacturing giants. To that, Britain under- 
standably says ho-hum. Still, despite such 
differences, Britain and France are now nota- 





Peace-loving Germans at the heart of Europe 


bly close in what they say they want todo, 

So the way is now clear for European 
heads of governments to sound the bugle for 
stronger defence when they meet in Helsinki 
next month—and for humbler diplomats 
and defence-planners to begin a year’s hard 
slog working out what, if anything, all this 
grandiloquence really means. In particular, 
they will be haggling over the criteria for bat- 
tle-readiness which all the big countries 
want to establish as a way of encouraging 
more sensible defence spending. 

One procedural move has been agreed 
to already. Javier Solana, the Eu’s new for- 
eign-policy chief, will also be put in charge of 
the ten-nation Western European Union, a 
weak but explicitly military organisation 
which the larger body is now expected to 
swallow up, though this raises awkward 
questions about countries more involved 
with one than the other. 

If this odd-sounding change is the only 
real step the European Union has taken to- 
wards a military role, is it really anything for 
the rest of the world to care about? The 
American Senate, it seems, is taking no 
chances. On November gth, at the 
urging of an influential Republican, 
Senator William Roth, it unanimous- 
ly passed a resolution that sent a 
warning shot across the Eu’s bows. 

This pointed out that all Nato 
members had already promised to 
improve their defences—in matters 
like mobility, logistics and communi- 
cations—at last spring's alliance sum- 
mit, even as the war against Serbia 
was bringing to light the European al- 
lies’ lamentable deficiencies in these 
areas. Since then, the resolution’s 
sponsors quietly point out, several al- 
lies, notably Germany, have actually 
been planning to spend less on de- 
fence. So what about meeting existing 
targets before setting new ones? An- 
other strong American concern is that 
the eu’s emergence as a military insti- 
tution will freeze out Turkey as well as 
other NATO allies—such as the Poles, 
Hungarians and Czechs—who are 
still waiting to join the Eu or, as with 
Norway, do not wish todoso. 

Improving European defences 
would be a great idea, the senators 
reckon, but only, first, if NATO re- 
mains the “primary institution” and, 
second, if it has first refusal on all mil- 
itary tasks, In any event, the eu and 
NATO should start work immediately 
to agree upon a division of labour— 
and to avoid the risk that the £u will 
float off into the strategic ether before 
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BRUSSELS 


HE annual report of the European Un- 

ion’s Court of Auditors grows more 
austere and yet more valuable with each 
passing year. The detailed case histories of 
malfeasance, which once made the reports 
such gripping reading, were reduced 
sharply last year and are gone entirely in 
the report for 1998, published this week. 
They must be sought out in special reports 
published separately under such appetis- 
ing titles as: “On the audit of physical 
checks of agricultural products receiving 
export refunds, special report number 20/ 
98”. A more arresting rubric might have 
read: “Bullocks to Brussels: the farm frauds 
that milk Europe of millions”. 

The leaner editorial approach means a 
loss for the habitual reader of the annual 
reports alone. There are several points this 
year at which more local colour would 
have been welcome: on the Greek claims 
for cotton subsidies that relied on topo- 
graphical surveys dating from 1938, for ex- 
ample; or on the controversy over labora- 
tory testing of Danish feta cheese from 1990 
to1994 but not before or since. 

And yet these are, by the time they are 
published, distractions and digressions. 
What matters more is the quality of the au- 
ditors’ general arguments for how the Eu- 











ropean institutions—meaning, mainly, the 
European Commission, the Eu’s executive 


body—should improve management 
practices and financial controls. Here, the 
critique grows sharper each. year. This is 
hardly surprising, since the underlying 
problems have been largely unchanged for 
at least the past decade, giving the auditors 
plenty of time to get their eye in. 

Roughly speaking, the main problems 
are these: slackness by national govern- 
ments when allocating eu subsidies to 
farmers; an enthusiasm within the com- 








anyone has had a chance to cry halt. 

That worry may be exaggerated. Given 
the tiny contribution of so many European 
countries to NATO’s intervention in the Bal- 
kans, not to mention their utter dependence 
on America for things like electronic warfare, 
airborne. radar and satellite intelligence, 
does anyone have to worry about Europe 
getting too big for its military boots? 

The superiority of American aerial-war- 
fare technology, shown during the bombing 
of Serbia, was perhaps no surprise. What 
really exposed European weakness was the 
difficulty many allies had in raising a hand- 
ful of combat-ready troops for peacekeeping 
in Kosovo, once the bombing had had its ef- 
fect. As Lord Robertson, NATO's: new secre- 
tary-general, repeatedly points out, the job 
in Kosovo amounts to less than 2% of the 
forces notionally available to European al- 
«lies; yet assembling the force has stretched 

their capacity to the limit. 
Anything like European self-sufficiency 
-in defence is a long way off, to put it mildly. 
But there is a possibility that the Eu's groping 
into the defence field will nevertheless make 
a difference, in the worst possible way. It 
may sound provocative enough to alienate 
prickly Americans, without giving Europe- 
ans any serious extra firepower. 


Italy 


mission for handing out money without | 
complete certainty about how it will be | 
spent; and the absence of a single system | 
for managing money across the Eu institu- | 
tions. In an organisation spending roughly 
$100 billion a year, or about 1% of Westem | 
Europe’s cpp, these are not trivial faults. | 
The latest report covers the last full 
year of the Santer commission, which re- | 
signed in March this year amid allegations 
of sleaze. The most damning findings con- | 
cern the commission’s spending on re- 
search and technology, worth $3.6 billion | 
in 1998 and overseen by Edith Cresson, a 
much-criticised French commissioner. The 
auditors found errors and inaccuracies in 
half the payments they sampled. There | 
was, on the other hand, a series of implied | 
compliments for Emma Bonino, an Italian | 
commissioner. The auditors found the | 
management of humanitarian aid much | 
improved after she took charge of itin 1995. | 
In the end, however, itis not fraud and | 
carelessness that cost taxpayers the most, 
but the deliberate policies of the Eu itself. | 
How can its governments justify subsidies | 
of $900m last year for tobacco production? | 
| 
| 
] 
| 
| 





Why spend $100m each year on an “econ- 
omic and social committee” and a “com- 
mittee of the regions” that have next to no 
political weight? These are the real outrages 
that spring from a close reading of each au- 
ditors’ report—and there is precious little 
the auditors can do to stop them. 
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A government wobbles along 


MILAN 


HE HAS managed to survive a full year in 
office, but now he is clinging on by his 
fingernails... When Massimo -D'Alema 
grabbed the prime ministership in October 
1998 in what his predecessor, Romano Prodi, 
considered a parliamentary “ambush”, he 
was known to be a masterly political tacti- 
cian, but an untested administrator. A year 
on, the ramshackle coalition of parties he 
governs has never looked so out of his con- 
trol, yet—and this is a fairly Italian feature— 
the country is not being run too badly. 

The latest political reincarnation from 
within his coalition to trouble Mr D'Alema is 
Trifoglio (Clover). This is the brainchild of 
Francesco Cossiga, a maverick ex-president 
who last year, overnight, became a suppor- 
ter—and the kingmaker—of Mr D'Alema: He 
now seems to relish tormenting his protégé: 
“When I look at him, I see a lamb ready for 
the oven,” he has confessed. 

Mr Cossiga now believes that Mr Prodi's 
Olive Tree, a centre-left grouping which won 
the last general election, in 1996, was a bad 
idea. Whenever Mr D'Alema seems inclined 


to try stitching together something similar 
before the next general election, due in April 
2001, Mr Cossiga goes berserk. After one of 
these recent botanical battles, he said he was 
considering switching sides yet again, to 
back the conservative opposition, freshly 
united behind Silvio Berlusconi, the tycoon- 
cum-politician—who, in turn, seemed terri- 
fied, and instantly declined the offer. 

Why is Mr D’Alema suffering so much at 
the hands of his friends? Chiefly because it 
was they who put him where he is, and they 
rather enjoy reminding him of that fact. 
After all, it was not the voters who picked Mr 
D’Alema. Indeed, Italian voters have not 
been consulted about the make-up of their 
government since 1996. Ever since then, Ita- 
ly’s political parties have been splitting and 
regrouping. There are now 46 of them in par- 
liament. Many are small, unstable groupings, 
racked by internal squabbling. 

Yet, while Mr D'Alema is humiliated 
daily by his failure to manage the parties in 
his coalition, he is not doing too badly at the 
job of running the country. In the past 
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D’Alema needs help from above 


month, his government’s approval rating 
has even gone up slightly: from 31% to 34%. 

The defence ministry, which did well 
during the war in Kosovo, has announced an 
overdue phasing-out of conscription. Far- 
reaching, and controversial, reforms of Ita- 
ly’ schools and hospitals have been 
launched. The treasury, under Giuliano 
Amato, has managed to sell off one-third of 
ENEL, the electricity monopoly. 

Still, there is plenty of scope for further 
economic reform. An enthusiast for compe- 
tition, Mr Amato himself would like to de- 
regulate further and faster. But he is up 
against the more old-fashioned views of the 
finance minister, Vincenzo Visco, who is 
keeping up an old Italian tradition of squeez- 
ing those law-abiding citizens who pay in- 
come tax or vat. According to the orcp, the 
tax burden as a share of Gpr has swollen 


Russia's general election 


EUROPE 





Pacs Gallica 


PARIS 


AIL to the French language, always 

more flexible than foreigners as- 
sume.With the publication this week of a 
much-debated new law, France’s homo- 
sexuals can finally pacser—that is, they 
can sign a Pacte civil de solidarité (better 
known asa Pacs) entitling them to more or 
less the same rights as conventional mar- 
ried couples. 

For the modern-minded, the Pacs is 
an overdue victory for common sense; for 
those more old-fashioned, it signals social 
decay. Indeed, when the Socialist-led co- 
alition of Lionel Jospin shepherded the 
bill through parliament, France’s conser- 
vative president, Jacques Chirac, grum- 
bled that the Pacs was “a formula unsuit- 
ed to the needs of the family”. 

Other critics might make a different 
point. France has long had official con- 
tracts recognising the rights of unmarried 
but heterosexual couples—witness the 
Contrat d'union civile, in existence since 
in 1992. But, since the idea is to promote 
marriage as the best foundation for the 
family, at a time when almost 40% of first- 
born children are born out of wedlock, 





these rights for heterosexual partnerships 
do not include equality with married cou- 
ples for tax purposes. By contrast, a gay 
couple deciding to get pacsé will be taxed 
at the married rate. 

One big difference, however, is that if | 
one partner in a Pacs dies the survivor has 
fewer inheritance rights than a married | 
person who is widowed. And another dif- 
ference is divorce: either party can unilat- 
erally break up a Pacs with a simple letter, 
copied to the clerk of the local court. How 
many gays decide to pacser remains to be 
seen, not least because the law is one thing 
and its application another. 














over the past 20 years from 31.5% to 46.4%. 
Though Mr Visco, in his latest budget, has 
tried to help poorer families, it is the middle- 
class, middle-of-the-road voters who will 
elect the next government—if, that is, the 
politicians do not engineer another parlia- 
mentary ambush in the meantime. 
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Fatherland, blatherland 


MOSCOW 


A month before Russia’s general election on December 19th, we look at the 
party that, until recently, seemed well in the lead—and how the big guns of the 


media are hurting it 


IT LOOKED unbeatable. 
The sensation of the sum- 
mer was a new alliance 
between Yevgeny Prim- 
akov, then Russia’s most 

popular politician, and 
" the country’s most pow- 
erful and successful local politicians—Yuri 
Luzhkov, mayor of Moscow, Alexander Ya- 
kovlev, governor of St Petersburg, and Minti- 
mir Shamiev, boss of Tatarstan. 

The grouping, known as Fatherland-All 
Russia, had personalities, money, ideas and 
even something of a record of government. 
Its biggest asset was the jowly Mr Primakov, 
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who as prime minister had steered Russia 
out of a financial crisis last year. Before being 
sacked by President Boris Yeltsin, he had 
started to tackle some of the more conspicu- 
ous corruption and lawlessness of the presi- 
dential court, and given Russians a pleasant 
whiff of Soviet nostalgia with his steely lan- 
guage towards the West. 

The second string is Mr Luzhkov, who is 
almost the only elected politician in Russia 
whocan speak with genuine pride about his 
achievements. Moscow is by far the richest 
city in thecountry and enjoys the best public 
services. Mr Luzhkov has the common 
touch. He mends roads and streetlights. He 


worries about the squalor of public places. 
He lays on lavish entertainment for Musco- 
vites, and builds flashy monuments and 
shopping centres. 

Tatarstan and St Petersburg are not in the 
same league, but they are still relatively desir- 
able places to live in, compared with much 
of Russia. As a result, Fatherland’s slogan, 
“Trust only deeds”, does not sound as ab- 
surd as it would coming from most other 
parties. These (notably, the Kremlin’s own 
favoured parties and the Communists) have 
either a grim record, or (notably, the power- 
shunning centre-left liberals in Grigory Yav- 
linsky’s Yabloko) no record at all. 

What unites Mr Primakov and Mr Luzh- 
kov is a belief in Russian state power: disci- 
pline at home, respect abroad. They are not 
left-wing; no one in Fatherland shows much 
concern for Russia’s miserable legions of 
poor and powerless. Nor are they radical re- 
formers in the western sense. Markets, they 
feel, are a necessary evil; the state should in- 
tervene unhesitatingly in the economy 
when events dictate. They describe them- 
selves as centrists, or gosudarstvenniki— 
literally, statists. 

That sort of approach appeals to many 
Russians, But it is no longer enough, judging 
by the latest opinion polls, to win an elec- 
tion. Fatherland’s stock is falling, partly be- 
cause of internal weaknesses, partly because 
of a propaganda blitz against it by the Krem- 
lin's tame media (see next page); assets seem 
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Get Gusinsky 








































like to think of themselves as risk-tak- 
ers. They should try being media moguls in 
Russia. Last month, a former head of the 
presidential guard said publicly that one of 
Russia’s top tycoons had asked him to 
have Vladimir Gusinsky, another big me- 
| dia baron, killed. This month Mr Gusin- 
sky’s company, Media-Most, is being pur- 
sued through Russia’s courts for a $42.2m 
loan. The aim, says Mr Gusinsky’s spokes- 
man, is to drive Mr Gusinsky’s popular 
television station off the air before the gen- 
| eral election next month. 

After the fall of communism, Russia’s 
media had a few years of relative inno- 
cence. But the stakes became vastly bigger, 
| and methods much nastier, just before the 
| last presidential election, when the me- 
dia’s big guns got together to help Boris 
Yeltsin fend of the Communists. This show 
of power condemned them. Big business, 
| seeing how much they mattered, started 

buying up what was left of the indepen- 
| dents. Now most newspapers and tele- 
| vision stations, owned by one big cheese or 
another, flagrantly try to further their 
bosses’ political ends. 

The biggest of the media barons are Bo- 
ris Berezovsky, who owns a big stake in 
ort, the most-watched television channel, 
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to be turning into liabilities. 

The fiercest attacks are on Mr Luzhkov. 
The main news programme on state televi- 
sion accuses him—on the flimsiest of evi- 
dence—of complicity in the murder, in 1996, 
ofan American businessman called Paul Ta- 
tum, who was battling to hang on to a top 
Moscow hotel. After his death, control of the 
hotel passed toa Chechen friend of Mr Luzh- 
kov, who has denied all the accusations. The 
authorities have also been investigating his 
wife’s business dealings. 

Mr Primakov, too, is in the Kremlin’s line 
of fire, most lately with the imaginative accu- 
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and Mr Gusinsky, whose empire includes 
ntv, the second-most-watched television 
station. Since Mr Berezovsky has the Krem- 
lin’s protection, Mr Gusinsky is the vulner- 
able one, and his enemies are now probing 
his weakest spot—his bank balance. All 
media businesses were knocked sideways 
by last year’s financial crash. Television ad- 
vertising revenues dropped by an average 
of 70% and have barely picked up since. 


Mr Gusinsky is particularly vulnera- | 
ble, because he has been spending heavily. | 
Unlike most of Russia’s media tycoons, he | 
does not appear to see his assets merely as | 
tools of political influence. The quality of 
his output is quite high. He has been ex- | 
panding into cinema, digital television and 
has been looking abroad. Earlier this year, | 
for instance, he spent $142m on a satellite to 
distribute Nrv+, a premium television 
channel. He has launched Russian-lan- | 
guage channels in America and Israel, and 
in September bought 17% of cme, the big- 
gest television company in Central and 
Eastern Europe. 

But if Mr Gusinsky thought he could 
run a media business free of the perils of 
politics, he was naive. The screws are tight- | 
ening. A court has given Media-Most a | 
breathing-space in its battle against Vnesh- | 
ekonombank, the state-owned bank that | 
has called in its $42m loan, but proceed- | 
ings will start again on December 3rd. This | 
week Media-Most said it was poised to sell | 
17% of NTv to “a foreign investor”. | 

Mr Gusinsky may, of course, have to 
sustain the fight only till next summer's | 
presidential election. After that, it may be | 

| 
| 





Mr Berezovsky who is on the wrong side of 
government. His most precious asset is his 
stake in ort, of which the majority is 
owned by the government. A lovely part- 
nership under President Yeltsin. But under, 
say, President Luzhkov? 








sation that he is secretly serving western in- 
terests, State television proved this beyond 
doubt by showing him visiting Nato head- 
quarters and shaking hands with Madeleine 
Albright, America’s secretary of state. 

Absurd as these allegations may seem to 
outsiders, they appear to have rattled Father- 
land. Mr Luzhkov has started praising the 
talents and leadership of the prime minister, 
Vladimir Putin—odd behaviour for a man 
who usually speaks of the “Yeltsin regime”. 
Mr Primakov sounds rather lukewarm 
about his connection with Fatherland. 

With the election campaign hotting up, 
there will be more to come. Some 
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wonder if Mr Luzhkov may be arrest- 
ed, or at least humiliated by a police 
| interrogation. That could hurt Father- 
land and perhaps harm his own 
“| chance of being re-elected mayor of 
| Moscow, where he is standing against 
-=| a rich and well-connected Kremlin 
ıs candidate, Pavel Borodin, on the 
| same day as the general election. As 
w| for Mr Primakov, 69 and in bad 
health, he could bail out altogether: 
s! he returned to active politics at a time 
when the presidential race looked 
_©, like a light canter rather than a fren- 
| zied gallop under fire. 





etl Worst of all for Fatherland is that 


it seems not to have much to say in return. Its 
main message, denouncing Kremlin corrup- 
tion, is muffled because it lacks access to the 
airwaves. And it sounds confused on the big 
issue of the day, the war against Chechnya: 
this it backs—provided “it does not turn into 
a large-scale action”. 

Besides, Mr Luzhkov is less of a hit out- 
side Moscow. The city operates a strict (and 
unconstitutional) residence law, which is 
popular in Moscow but rankles with other 
Russians, many of whom reckon the capital 
owes its prosperity to a parasitical relation- 
ship with the rest of the country. 

In the end, Fatherland’s chances, like 
those of all parties, depend largely on the 
contests for the 225 single-member districts, 
where local backers, rather than national al- 
legiances, matter most. (The other 225 seats 
are dished out proportionally across the 
country to parties which win more than 5% 
of the vote.) After the Communists, Father- 
land still has by far the best network of re- 
gional connections, most of them made by 
Mr Luzhkov’s brand of commercial diplo- 
macy~—he lets other regions sell goods in 
Moscow in exchange for political support. 
But even this may fail. Regional chiefs were 
happy to join Fatherland when it looked un- 
assailable. Now many are getting cold feet. 
a IESE Rial aac i a een na RSL ~ 
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The Czech Republic 


Sombre 


PRAGUE 


[T WAS a time for partying, but also for re- 
gret. The tenth anniversary of Czechoslo- 
vakia’s “velvet revolution”, on November 
17th 1989, prompted much celebration of 
freedom, but also underlined how the past 
decade has been disappointing for the 
Czechs. Progress has been made, but many 
more chances have been squandered. 

Economically, the country has stum- 
bled. It was for a time the envy of the former 
communist world, as it opened fast to the 
West and embraced the trappings of con- 
sumerism: the banks and department stores, 
the McDonald's restaurants and the fancy 
cosmetics shops. Now, its economy lan- 
guishes in the trough of a two-year recession, 
and its main industries are virtually bank- 
rupt. Even the economy in Slovakia, its for- 
merly weaker other half, has rebounded 
more strongly in the past year or so. 

Presiding over this uneasy country, Va- 
clav Havel, who has been pretty ill, seems cu- 
riously alienated from his countrymen. He 
blames the disaffection squarely on them. 
Czechs mistook him for a character ina fairy 
tale, he says, for the simple boy who became 
king. “It’s not my fault that I became a char- 
acter in someone’s dream,” he declares. “Nei- 
ther is it my fault that the person woke up.” 

To be fair, Mr Havel has notched up 
some impressive successes. Most importan- 
tly, he managed the peaceful transition from 
a pretty bleak Communist state towards a 
reasonably functioning democracy, elevat- 
ing public morality—not to mention politi- 
cal worldliness—to the Czech political agen- 
da. Under his leadership, the Czech Republic 
is firmly pointed westwards, as a full mem- 
ber of Nato. Without Mr Havel, the coun- 
try’s international standing would not be 
what itis. 

He himself admits to having made some 
big mistakes. He could have done more, he 
thinks, to stop the velvet divorce from Slova- 
kia in 1993, something that many Czechs 
have come to lament and which has indeed 
diminished both halves of the former coun- 
try. And, more personally, he regrets—if not 
in so many words—not cutting off at the 
knees Vaclav Klaus, his arch political rival, 
chief opposition troublemaker and a former 
prime minister, when he had the chance 
back in 1991. 

Though few Czechs harbour bad feel- 
ings towards their president, Mr Klaus, by 
contrast, raises passions all around—as be- 
fits, perhaps, a self-professed Thatcherite 
whom the Iron Lady herself once called “my 
favourite prime minister”. Mr Klaus domin- 
ated Czechoslovak, and then Czech, econ- 
omic policy for almost eight years until the 
collapse of his governmentat the end of 1997. 
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Many see him as an almost demonic figure, 
single-handedly responsible for bringing 
hardship to the people and letting corrup- 
tion overtake the country even as he cynical- 
ly pressed almost every panic button, in- 
cluding one labelled xenophobia, in the 
Czechs’ psychology. Still, Mr Klaus, now par- 
liament's speaker, clearly plans to become 
prime minister once more, or, better still, 
grab the presidency itself. 

Prague gloom can be overstated. The 
Czech Republic may no longer be first on the 
list of those in line to join the European Un- 
ion, but it is still in the first group. The econ- 
omy is sickly, rather than terminally ill. coe 
per person, measured by purchasing power 
parity, is a bit higher than it was ten years 
ago. The country remains more orderly and 
less prone to petty corruption than those far- 
ther east. Some efforts are being made to im- 
prove life for Gypsies. Despite the economic 
downturn, more Czechs are buying cars, 
home furnishings and package holidays. 
Mosttellingly, where Czech companies have 
received a hefty capital injection, as has Sko- 
da Auto (now a subsidiary of Volkswagen), 
they have done well. It has been a harsh de- 
cade. But things, slowly, are getting better. 





Macedonia 


Methodical man 


SKOPJE 


N MULTI-ETHNIC Macedonia, Orthodox 

Slavs often refer derisively to the minarets 
in Muslim villages as “Albanian space rock- 
ets”. Boris Trajkovski, Macedonia’s new pres- 
ident, will eschew such jokes: he knows that 
ethnic differences anywhere in the Balkans, 
underlined as they often are by religion, tend 
to make for bloodshed more than humour. 
And his own rather unusual background 
suggests he may be the right man to hold his 
divided country together. While studying in 
the United States, he gave up both commu- 
nism and Orthodoxy—and went back to 
Macedonia as a Methodist pastor. 

That might affect the way Mr Trajkovski 
handles his country’s trickiest problem: 
keeping the peace between the ex-Yugoslav 
republic’s Slavs and its ethnic Albanians, 
who make up about a third of the popula- 
tion. A split would encourage the Albanians 
to team up with their cousins across the bor- 
der in Kosovo or in Albania itself, fostering 
the dream of a Greater Albania. But seces- 
sion by the Albanians is the nightmare of the 
country’s Slav politicians—and would prob- 
ably ruin Macedonia’s chances of remaining 
an independent state. 

Fortunately for the Slavs, votes from eth- 
nic Albanians won the election for Mr Traj- 
kovski. A deputy foreign minister in the cur- 
rent centre-right government of Ljubcho 
Georgievski, he got 53% of votes cast in the 
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Minority-conscious Trajkovski 


second-round ballot on November 14th. 

Voters at first seemed set to punish Mr 
Georgievski’ coalition government, not 
least because it failed to persuade the uN and 
NATO to Stay on in Skopje after the war in 
Kosovo to hand out jobs and cash to Mac- 
edonians, Instead, most of the international 
agencies have set up shop in Pristina, Kos- 
ovo's capital. Meanwhile, the country faces a 
deepening recession because of the collapse 
of its trade with Serbia, its main export mar- 
ket. Unemployment is close to 40%. 

Mr Trajkovski talks boldly about giving 
ethnic Albanians better education and more 
jobs in the civil service. But what clinched 
victory for him was a last-minute waring 
by Arben Xhaferi, leader of the Democratic 
Party of Albanians, that discrimination 
would grow worse if Mr Trajkovski were 
beaten in the run-off by his rival, Tito Pet- 
kovski, of the opposition (and ex-commu- 
nist) Social Democrats. 

Mr Xhaferi’s party, the main Albanian 
one in Macedonia, co-operates closely with 
Mr Trajkovski’s. He certainly got the vote out. 
In some parts of western Macedonia, where 
most Albanians live, the turnout was suspi- 
ciously high. But it did the trick. 

Though constitutionally the president 
has few powers, the outgoing man, Kiro Gli- 
gorov, 82, in effect ran Macedonia in its early 
years of statehood after it broke from Yugo- 
slavia seven years ago. But after surviving an 
assassination attempt in 1995, he seemed to 
grow less tolerant of Albanian demands for 
political equality. 

At 43, Mr Trajkovski, with his fluent Eng- 
lish, will play the same kind of role as Mr Gli- 
gorov in foreign affairs. That means lobbying 
in western capitals for Macedonia to become 
a serious candidate for membership of Nato 
and the eu, and trying to ensure that spare 
cash from the intemational agencies ends up 
in Skopje rather than Pristina. 
= on sz 
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Leonid Kuchma, Ukraine’s dismal choice 


Ho to greet the re-election of a dreary leader who has presid- 
ed over unremitting economic decline and political dead- 
lock; who is surrounded by dubious cronies; and who has foughta 
ruthless and unscrupulous campaign to stay in power? For hap- 
less Ukrainians, who convincingly re-elected their president, Leo- 
nid Kuchma, on November 14th, it was a hard call. But the other 
candidate in the run-off, an old-fashioned Communist called Pe- 
tro Simonenko, was probably even worse. 

One leading reformist described the election as a choice be- 
tween “the death penalty and a very serious illness”. Whether Mr 
Simonenko would indeed have merged Ukraine into a Slavic un- 
ion with Belarus and Russia, as he said he would, or ended the 
country’s half-cocked experiment with market reforms, Ukrai- 
nian voters will never know. Some believe that Mr Kuchma was so 
bad that any change would have been 
for the better. Ukraine would have re- 
mained appallingly governed, but at 
least Mr Kuchma and his cronies 
would have been taughta lesson. 

Instead, it will be business as usual: 
nice for them, miserable for the coun- 
try. Mr Kuchma, a 61-year-old former 
engineer who ran a missile factory, 
won not because of his record (dismal) 
or personal qualities (few visible, apart 
from keenness for power) but thanks to 
the money and wits of backers and ad- 
visers—including some top imidzh- 
mekeri from Moscow. 

The strategy was to split the anti- 
Kuchma vote, demonise the left and 
use government power to the full. It 
worked well. There were lots of candi- 
dates, so that Mr Kuchma got through 
easily to the second round. A media 
blitz dwelt on the evils of communism 
and Russian imperialism, portraying 
Mr Simonenko, a plodding apparat- 
chik, as complicit in Stalin’s genocidal 
famines and repressions, the sort of oaf 
who would send Ukrainian boys to 
fight senseless wars in Chechnya. Even 
in Russified eastern Ukraine, that hit 
home. Though left-wing candidates to- 
gether polled 45% of the vote in the first round, MrSimonenko took 
only 38% in the run-off. 

The president's men also twisted some powerful arms in local 
government. Between the two rounds of voting, three top adminis- 
trators in regions where Mr Kuchma’s opponents had done partic- 
ularly well were sacked for failing to produce the right result. Their 
colleagues elsewhere made sure that, second time round, they got 
the vote out for the boss. 

So what will Mr Kuchma, having won his remarkable victory, 
do with it? He says he is pro-independence, pro-reform, pro-de- 
mocracy. True or not, he still faces formidable obstacles, chiefly a 
communist-dominated parliament that delights in blocking ev- 
erything he does and has two years until a general election. 

But things just might change. A really determined president 
would use his victory to face down parliament and push through 
reforms—starting with an overhaul of Ukraine's ossified Soviet- 
era civil service which mixes corruption and incompetence in 
equal measure. Mr Kuchma says he will “resolutely” press ahead 





with unpopular measures and, if parliament blocks them, “ask 
the people”. That could herald a constitutional referendum and 
the introduction of a compliant upper chamber of parliament. 

Ukraine's real problem, however, is not that the constitution 
gives anti-reformers too much blocking power. It is that most peo- 
ple are clear-eyed about Mr Kuchma’s kind of reform, which so far 
has meant letting friends and family loot the country’s wealth. 
Without a strong national consensus for reform, the most likely 
outcome in the months—maybe years—ahead is continuing polit- 
ical stalemate. 

That means poverty for Ukrainians and headaches for the 
West. Ukraine plays an important role in western thinking about 
the former Soviet Union. A strong, prosperous Ukraine would 
make the whole region look different. A weak, poor one will al- 
ways be in danger of falling back into 
Russia’s orbit, feeding Russian na- 
tionalism and putting fear among the 
Poles next door. 

Mr Kuchma says he wants a bal- 
anced relationship between East and 
West. Ukraine is not a fully paid-up 
member of the Commonwealth of 
Independent States, the Russia-domi- 
nated alliance of former Soviet re- 
publics. Instead, itis nurturing friend- 
ship with naro. And it works with a 
number of other former Soviet re- 
publics like Azerbaijan, Georgia and 
Uzbekistan in an American-backed 
regional group whose members are 
now keenly seeking to assert their in- 
dependence from Russia. 

But it is not so easy. Ukraine’s 
economy is hugely in hock to Russia. 
Its thirst for Russian energy is not 
matched by a readiness to pay the 
bills. And the country has been un- | 
able to respond to the West's strategic 
interest in Ukraine with much practi- 
cal sign of progress. The European 
Union rebuffs Ukraine’s approaches 
with increasing coldness. The West's 
readiness to bail the country out has 
been stretched to the limit. 

Irresponsible borrowing and the failure to meet basicımF con- | 
ditions (such as bringing a modicum of reform to Ukraine's farm- 
ing) mean that the country will face a crippling debt crunch in the 
first quarter of next year; the amount due exceeds the country’sen- 
tire foreign-exchange reserves. Such prospects should bring Mr 
Kuchma out in a cold sweat. But excitement of any kind seems be- 
yond him. He is malleable and unflappable. “One reason he went | 
down wellat the election is that he would not look out of place on 
the factory floor,” says an observer. 

Some even question his proclaimed zeal for Ukrainian inde- 
pendence. Odd, they say, that Russians backed him hard against a 
more explicitly pro-Russian opponent. Perhaps they wanted to 
avoid an upset: the people around President Boris Yeltsin in the 
Kremlin may have felt queasy about setting a precedent, just seven 
months before their own election for a successor. The real, sad les- 
son of Ukraine’s election is that in post-Soviet politics money, ad- 
ministrative muscle and the media, all deployed by powerful ves- 
ted interests, can make even the direst candidates electable. 
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Trimble’s gamble 


BELFAST 


His critics have called it a surrender. David Trimble now has to persuade the 
Ulster Unionists that his gamble is justified 


HE Northern Ireland “peace process” is 

famous for false starts. Luckily, it is also 
famous for false stops. For much of the past 
year the Good Friday Agreement seemed to 
have been brought to a full stop by an irrec- 
oncilable difference between the Ulster 
Unionists, the province's biggest party, and 
Sinn Fein, the political wing of the ira. The 
Unionists’ leader, David Trimble, refused to 
sit in government with Sinn Fein until the 
IRA had at least started to “decommission” 
its weapons. Sinn Fein refused to decommis- 
sion until the province’s new government 
had come into being in accordance with the 
Good Friday Agreement. For months the 
British and Irish governments have leant 
first on one side and then on the other in a 
fruitless effort to bridge the gap. 

Now, after an exhausting “review” of the 
agreement he helped to broker, America’s 
tireless mediator, Senator George Mitchell 
has found a simple solution. He has talked 
Mr Trimble into abandoning his position of 
“no guns, no government”. And the chief 
purpose of the sequence of Delphic state- 
ments read out to the shivering media out- 
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side the front door of the Castle Building in 
Belfast this week was to draw a veil over this 
climb-down, in order to boost Mr Trimble’s 
chances of persuading his divided party to 
endorse the new approach and keep the 
peace process alive. 

The first statement, on November 15th, 
came from Senator Mitchell. He declared itto 
be “common ground” that decommission- 
ing should start “as quickly as possible”, and 
that the main role in achieving this should be 
played by the independent commission on 
decommissioning. A few hours later that bo- 
dy’s Canadian chairman, General John de 
Chastelain, accordingly emerged to deliver 
his “assessment” that creation of the new 
political institutions called for in the Good 
Friday Agreement would create “a new con- 
text” that would “transform” the prospects 
for decommissioning. 

On the next day, the various parties de- 
livered their own prearranged statements. 
For the Ulster Unionists, Mr Trimble said 
that the establishment of the new political 
institutions and the disarmament of para- 
military organisations would herald a “new 


beginning”, and that the institutions could 
be formed once the other side had given a 
“genuine and meaningful response” to Gen- 
eral de Chastelain’s statement. 

On cue, part one of this meaningful re- 
sponse came from Gerry Adams, the leader 
of Sinn Fein, ina statement accepting thatde- 
commissioning was “an essential part” of 
the peace process, promising that Sinn Fein 
would discharge “its responsibilities in this 
regard”, and denouncing force, the threat of 
force,and “punishment attacks” by paramil- 
itaries. Part two came on November 17th, in 
the form of a guarded statement from the 
IRA itself, saying that an ira interlocutor 
would contact General de Chastelain to dis- 
cuss decommissioning. This would happen, 
Senator Mitchell disclosed later,on the same 
day that power is devolved and the new in- 
stitutions are born. 

The conciliatory language marks a de- 
parture in Ulster’s tribal politics. It cannot 
conceal the fact that Mr Trimble has now 
dropped his demand for the 1ra to begin de- 
commissioning before Northern Ireland’s 
new assembly and its associated north™ 
south political institutions come into being. 
All that he appears to have wrung out of his 
recent negotiations is the 1na’s statement. 

As it happens, the Good Friday Agree- 
ment never required the ira to begin de- 
commissioning before Sinn Fein could take 
its place in the Northern Ireland executive— 
only to complete the process by May 2000. 
Mr Trimble can therefore tell his party that 
Sinn Fein is sticking to the letter of the origi- 
nal agreement. But he still has a big job of 
persuasion on his hands. 

Mr Trimble is cheered on by Bill Clinton, 
Tony Blair and the Irish prime minister, Ber- 
tie Ahern. He has the goodwill of many 
Northern Ireland Protestants, including 
business people and churchmen. But al- 
ready seven out of ten of the Ulster Union- 
ists’ MPs at Westminster have said that the 
IRA's statement is an inadequate basis for a 
deal. That may weigh heavily when Mr 
Trimble faces the first formal test of internal 
support from his Ulster Unionist Party, 
when he seeks endorsement for what he has 
done from his 860-member party council, 
probably on November 27th. 

The council’s mood is hard to read. It is 
divided between die-hards and comparative 
liberals. In 1995 it chose Mr Trimble as the 
party's leader because he looked then like 
the most uncompromising candidate. In 
1998, more queasily, it gave him a 72% major- 
ity in favour of the Good Friday Agreement. 
But the appetite for compromise has grown 
blunter since the assembly elections last 
spring in which the party won only 28 seats, 
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ETER MANDELSON likes his sobriquet 

as Blairism’s “prince of darkness”. He 
uses the term himself. And, as it happens, 
he does enjoy the luck of the devil. A few 
weeks ago he was still in disgrace, the cabi- 
net minister expelled to the backbenches 
for failing to tell prime minister or building 
society about the loan he got from a fellow 
minister to buy a house in London. Now he 
is installed in Hillsborough Castle, one of 
the grandest residences available to a Brit- 
ish politician. Better still, after less than a 
month, he is on the point of delivering the 
peace that eluded Mo Mowlam, his prede- 
cessor as Norther Ireland secretary, for 
more than two years. 

Is it really just luck? America’s Senator 
George Mitchell did most of the gap-nar- 
rowing between David Trimble and Gerry 
Adams. The senator's “review” was under 
way before the change of guard at Hillsbor- 
ough Castle. So on one view, Mr Mandel- 
son arrived in Belfast just in time to receive 
the plum that would have fallen in Ms 
Mowlam’s lap, if she had been allowed to 
stay on. On the other hand, Mr Trimble did 
not publicly drop his insistence on “no 
guns, no government” until Ms Mowlam, 





| The difference Mandy makes 


whom he grew to dislike, had been with- 
drawn. It is possible that Mr Mandelson 
really did give Mr Trimble the courage that 
Ms Mowlam could not give. 

What sort of assurances are in the 





Darkness descends on Ulster 


Northern Ireland secretary's gift? For a 
start, the minister has access to intelligence 
on the ira. Mr Mandelson may have told 
Mr Trimble of intelligence assessments 
that the 1ra is genuinely preparing its men 
to hand in or destroy some of their weap- | 
ons. He can make promises about the fu- 
ture: to tone down the proposed reforms of | 
the Royal Ulster Constabulary, for exam- 
ple; or to support Mr Trimble on the con- | 
tentious issue of parades; or—crucially—to 
dissolve the new executive ifthe ira failsto | 
decommission even after the new govern- | 
| 


ment has started work. Ms Mowlam could 
have done these things too, but as she was 
not Tony Blair’s close friend she might not | 
have been believed. | 

As well as a prince of darkness, Mr 
Mandelson is a master of spin. And this 
week’s breakthrough was a masterpiece of 
spin: a carefully orchestrated effort by all | 
the pro-agreement parties to choose words 
that saved Mr Trimble’s face as he aban- 
doned his original position on decommis- | 
sioning. Maybe it is Senator Mitchell who 
deserves the credit for this. But—if the | 
agreement actually holds—the prince of 
darkness would not deserve his sobriquet | 
if commentators failed to detect his finger- 
prints all over what they will then be hail- 
ing asa brilliant success. 





half of those obtained by unionists. Most of 
the others were scooped up by Ian Paisley’s 
anti-agréament Democratic Unionists. 

Mr Trimble’s most dangerous internal 
opponentis hisown deputy, John Taylor, the 
man whose vote of no confidence destroyed 
a previous power-sharing agreement and 
unseated a previous Ulster Unionist leader, 
Brian Faulkner, in 1974. Mr Taylor once ran 
for, and may still covet, the party leadership 
for himself. He can sometimes sound as deri- 
sive about Mr Trimble as he is contemptuous 
of the idea of putting any trust in Sinn Fein or 
therra. Buthe is unpredictable. He defended 
the Good Friday Agreement and stayed in 
the party, at a time when other party mem- 
bers accused Mr Trimble of selling out and 
left it. He might still be talked round to the 
new deal. 

If Mr Trimble wins the support of his 
party council, he will still need the support 
of party members in the Northern Ireland as- 
sembly if his government is to work. Here, 
too, thanks to the assembly’s complex voting 
rules, the arithmetic is finely balanced. One 
of his assemblymen has already defected to 
the anti-agreement side. Another seven of 
his 27 party members are known to be hos- 
tile to the latest deal. Their defection to the 
anti-agreement unionist camp could mean 
that there is no overall unionist majority for 
the agreement. But party insiders say that 
only two of the seven are so adamant that 
they will never change their minds. At a 
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pinch, Mr Trimble may be able to make up 
the necessary numbers by asking members 
of the Alliance Party and the Women’s Coali- 
tion to redesignate themselves as unionists 
to give hima working majority. 

Mr Trimble has a strong personal incen- 
tive to go ahead. As the leader of the biggest 
party, he is the province’s first minister and 
wants a government to preside over. More 
important, he appears now to be convinced 


The Queen’s Speech 


Mixed messages 





that Sinn Fein is sincerely committed to 
peaceful politics. But he is taking a gamble. If 
power is devolved and the province’s new 
assembly springs into life, will anyone dare 
to boot Sinn Fein out of it, if the IRA reneges 
on its non-promises? All he has is the strong- 
ly expressed opinion of General de Chaste- 
lain and of the British government that the 
IRA will do what's right. No wonder the Ul- 
ster Unionists are nervous. 

= MON 


Is Tony Blair a pro-enterprise liberal or an interfering authoritarian? His new 
programmĖe of legislation presents mixed evidence 


OR connoisseurs of parliamentary cere- 
mony, the Queén’s Speech to Parliament 
on November 17th had an ironic tone. The 
opening of Parliament followed a centuries- 
old ritual, with the queen in full regalia ad- 
dressing a chamber packed with ermined 
peers, heralds in livery and aristocratic page- 
boys. But Her Majesty’s speech, written by 
the government, stressed the urgent need to 
modernise the country and its institutions 
for the new millennium. 
The Queen’s Speech, by tradition, out- 
lines the government's programme of legis- 
lation for the coming year. Governments 


tend to consult about their broad proposals 
before the Queen’s Speech, and often do not 
spell out the detail until parliamentary bills 
are published at a later stage. And since ma- 
ny of the 32 bills had been trailed in advance, 
there was little real news. The reforms to the 
child support agency, for example, or tostate 
pensions, had long been pencilled in for this 
year. Bills to ban fox-hunting and introduce 
proportional representation had been 
equally firmly crossed out. 

Some of the legislation scheduled for 
this year takes advantage of a weakened 
House of Lords. By expelling most of the he- 
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More liberty 

Greater access to public sector information 
Human rights law applies to armed forces 
Police subject to race relations law 

Age of consent for homosexuals lowered to 16 


Help for enterprise 

More powers for better regulation task-force 
Electronic signatures made legal 

Reform of insolvency 

Greater freedom for investment trustees 
Limited liability partnerships allowed 
Commercial freedom for Post Office 


Resource accounting and budgeting in 
government 





Constitutional change 
| More directly elected mayors 
Cabinet-style council government 
More transparency and limits on political funding 
Northern Ireland police reformed 
Ratification of international criminal court 


Source: Queen's Speech 





reditaries, the government has drastically re- 
duced the numbers of Tory and indepen- 
dent peers. Some government propo- 
sals—for example, to restrict rights to jury 
trials and to allow ramblers access to private 
land—could have faced a rocky ride in the 
past. This year, it will be easier to force them 
through. And a bill to allow gay sex from 16, 
which was defeated last year in the Lords, 
should pass this time. 

As a package, the new legislative pro- 
gramme sends mixed messages (see table). 
Some measures stress individual rights. Peo- 
ple will be able to obtain more, although still 
limited, information from public bodies; 
and the police will be made subject to race- 
relations law. But other measures have a 
worryingly intrusive feel. All criminal sus- 
pects can be tested for drugs; the police will 
be able to intercept and decode e-mails; and 
there will be sweeping new powers against 
suspected terrorists. 

The government's attitude to business 
displays a similar ambivalence. Ministers 
stress their pro-enterprise credentials: elec- 
tronic commerce is being promoted; bank- 
rupt businessmen will be given a better 
chance to start again; and ministers plan to 
make it easier to cut through red tape. Yet at 
the same time, the government is taking 
more powers to interfere in what businesses 
do. There will be extra regulation of utilities, 
financial markets and private health care. If 
this helps cut fraud and malpractice, well 
and good. But the government needs to 
show that it is not simply converting busi- 
nesses into agents of its own social policy. 

The government's transport proposals 
are likely to be especially contentious in a 
country thatis fed-up of sitting in traffic jams 
and waiting for trains. New Labour are torn 
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A two-faced government 


Proposed legislation for the next session of Parliament 





Less liberty 

Limits on jury trials 

Mandatory drug testing of suspected criminals 
More investigatory powers for police 

More powers against terrorism 

Ban on fur farming 

Reduced privacy for landowners (right to roam) 


More regulation and inspection 
Tougher utility regulation 

New regulator for Lloyd’s and financial markets 
New strategic rail authority 

New powers for councils to raise road tolls 

New powers for company registrar 

New regulation of care and children’s homes 
New inspection regime for post-16 education 
New inspectorate for Crown Prosecution Service 


Welfare and education 
Benefit restriction for criminals 
Reform of child support 

Reform of secondary state pension 
Guidance for children leaving care 








between the knowledge that drastic action is 
needed if congestion is to be controlled and 
a desire not to be seen as “anti-car”. The re- 
sult may be an uneasy compromise; some 
new restrictions and charges on motorists, 
but not enough to make a real impact. 

There are also question marks over some 
of the government's proposed constitutional 
changes. Elected mayors and cabinet-style 


Human-rights law 


council government may make local govern- 
ment more accountable and efficient. But as 
events in London (see Bagehot) show, it is far 
from clear that the government has accepted 
that reforming local government involves 
genuine devolution of power. Certainly 
within Parliament itself, power is now fur- 
ther centralised around the executive and a 
pliant House of Commons. 


Alarm bells in Edinburgh 


EDINBURGH 


Incorporation of the European Convention on Human Rights into British law 
has thrown the Scottish legal system into chaos. England may be next 


CCTT MAKES sense,” declared Tony Blair, 
“to end the cumbersome practice of 
forcing people to go to Strasbourg to hold 
theirgovernment to account.” That was back 
in opposition days, when incorporating the 
European Convention on Human Rights 
into British law seemed like a great idea. The 
theory is that the rights of Britons will be bet- 
ter protected because they will be able to 
take the government to court in their home 
country, rather than leaping all the hurdles 
necessary to get a hearing in Strasbourg. 

But now that the convention is about to 
become part of British law, the government 
is discovering that it could also be horribly 
expensive in practice. Lawyers are only just 
waking up to the fact that a huge range of 
government work—from the appointment 
of judges to planning decisions by local 
councils—will soon be open to challenge un- 
der human-rights law. 


The alarm bell has been rung by the 
Court of Session in Edinburgh, the supreme 
court for the distinctive and quite separate 
Scottish legal system. Thanks toa quirk of de- 
volution, the devolved Scottish government 
was made accountable for human rights to 
the Scottish courts 15 months before the con- 
vention comes into force throughout the rest 
of Britain in October 2000. 

The Scottish court unanimously upheld 
an appeal by an enterprising lawyer who ar- 
gued that temporary sheriffs (equivalent to 
English crown court judges) were not “inde- 
pendent and impartial” as required by Arti- 
cle 6 of the convention. This is because tem- 
porary sheriffs’ contracts are only for a year. 
They are also hired and fired by the Lord Ad- 
vocate who, apart from being a member of 
the Scottish government responsible for the 
legal system, is also head of the Scottish pros- 
ecution service. This, said the appeal judges, 
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“does not square with the appearance 
of independence.” 

The judgment has thrown Scot- 
tish criminal justice into chaos, Jim 
Wallace, the justice minister, sus- 
pended the work of 126 temporary 
sheriffs who handle about a quarter 
of criminal cases and announced that 
he was advertising ten permanent sher- 
iffs’ jobs. In the over-worked courts, cases 
were hurriedly rescheduled and sheriffs told 
that they would have to work longer hours. 
Since temporary sheriffs are a lot cheaper 
than permanentones, the ruling will cost the 
Scottish governmenta lot of money. 

In England and Wales, Lord Irvine, who 
is the Lord Chancellor and appoints judges, 
is looking hard at the implications of the 
Scottish judgment. Some lawyers think that 
recorders and assistant recorders—full-time 
and part-time judges who handle about a 
fifth of criminal cases in crown courts—may 
not be “independent and impartial”. There 
could also be human-rights problems with 
paid magistrates, who are initially appoint- 
ed on one-year renewable contracts by the 
Lord Chancellor. 

This is because Lord Irvine, although he 
is not in charge of the prosecution service 
like his Scottish counterpart, is a member of 






the government and the legislature, and ar- 
guably has an interest in seeing that the laws 
he helps to make and pass are enforced. And 
recorders are appointed on three-year con- 
tracts, renewable by the Lord Chancellor, 
which some might think gives them an in- 
centive to toe the government's line. 

The independence of the judiciary is, 
however, merely one of a wide range of ac- 
tivities which could come under lawyers’ 
scrutiny. Alan Miller, professor of human- 
rights law at Strathclyde University, says that 
any body with public functions—local 
councils, quangos like employment-law tri- 


bunals, and even privatised utilities— 
will come under the scope of the hu- 
man-rights law. He says, for example, 
that local councils will have to exam- 
ine their social work procedures tosee 
if their child protection policies are 
compatible with human-rights law on fam- 
ily life. He expects a prodigious number of 
cases to arise from people complaining 
about planning decisions under the rights 
to property and privacy. 
The English courts are bracing for an 
avalanche of cases next autumn when 
the European Convention on Human 
Rights passes into British law. Criminal 
lawyers are looking at the rights of sus- 
pects in police custody to legal advice, the 
use of closed-circuit cameras, the seizure of 
criminal assets and police entrapment pro- 
cedures, to name but a few areas where they 
think that existing practice may conflict with 
the convention. 

The Scottish Crown Office has had 130 
human-rights cases lodged with it since 
May, and these only cover the Scottish gov- 
ernment’s actions. Of 75 cases decided so far, 
the government has lost only two. But even 
one significant loss can cause a big and ex- 
pensive headache. 
et 








Derry’s friends 


F YOU were ever rash enough to tell the 

Lord Chancellor that the law is an ass, 
you could normally expect a severe wig- 
ging. But perhaps not just now. On Novem- 
ber 19th Lord Irvine, represented by Syd- 
ney Kentridge oc, sought leave to appeal 
against one of the most perplexing court 
verdicts of recent years. 

In May this year an employment tribu- 
nal ruled that the Lord Chancellor had 
been guilty of sex discrimination in ap- 
pointing a personal friend, Gary Hart, as 
his special adviser. Mr Hart was a senior 
partner at Herbert Smith, one of London's 
leading law firms. 

The action was brought by Jane Coker, 
a solicitor, who claimed that the fact that 
the Lord Chancellor had restricted the 
search to those personally known to him 
meant that she had been discriminated 
against. In the tribunal's judgment, deliv- 
ered by lan Lamb, a former attorney gener- 
al of the Turks and Caicos islands, Lord Ir- 
vine was found guilty of breaching the 1975 
Sex Discrimination Act. 

What makes this verdict so peculiar is 
that it ignores the nature of the job done by 
special advisers. They are, virtually by defi- 
nition, political cronies in whom the min- 
ister has complete trust. The main require- 
ment for the job is that the minister should 
have confidence in the discretion of who- 
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ever is doing it. 

In reaching its unanimous verdict, the 
three-member tribunal took the view, 
however, that the job was one that should 
have been advertised: “It must be apparent 
that the appointmenton the basis of perso- 
nal knowledge will result in a consider- 
ation of men rather than women.” 

That conclusion, although it may 
sound like a non sequitur, was based on the 
Lord Chancellor’s written admission that 
he has more male friends than women. In 
the tribunal’s view that was sufficient to 
bias the selection against women. By limit- 
ing the search for a special adviser to his 
own circle, it “had a disproportionate im- 
pact as between men and women.” It was 
therefore discriminatory. 

In fact, the real discrimination in this 
case was not on grounds of sex, but against 
anyone who was not a friend of the Lord 
Chancellor. There are many millions of 
such people, some of whom, no doubt, 
would be admirably qualified to serve in 
government—but not as his special advis- 
er, because the crucial qualification for that 
isa personal relationship. 

Arguably a much more promising case 
might have been brought against Tony 
Blair for appointing Lord Irvine in the first 
place. This was clearly on the basis that he 
was an old friend and patron—indeed, he 





was the first person to give the young Mr 
Blair a job (in his legal chambers). But the | 
post of Lord Chancellor ought not on the 
face of it to require you to be a drinking pal 
of the prime minister. And there are many 
other Labour lawyers, male and female, 
who might have made a better fist of the 
job than Lord Irvine has. 


y 4 
Lord Irvine prefers men 
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| An independence beyond their ken 


| E'S a son-of-a-bitch; and he’s not even our son-of-a-bitch. 
| That, in a nutshell, is how the people at the top of New La- 
bour feel about Ken Livingstone, the man who would be London’s 
mayor and who seems now to be presenting Tony Blair with his 
most awkward political challenge since the party swept all before 
| itin the general election of 1997. In a week that should have been 
dominated by good news from the government—a chance of 
| peace (again) in Northern Ireland, a Queen’s Speech groaning with 
| yet more plans to modernise Britain—much of Britain and all of 
| London were hypnotised by the prime minister's increasingly des- 
perate attempts to prevent one particular Labour mp from becom- 
| ing thecity’sfirst-ever elected mayor. The most fascinating thing of 
all is that a governing party known 
for ruthless political control has in 
this battle shot itself not only in the 
foot but also in the knee, groin, head 
and—many are beginning to say— 
heart as well. 

What a waste. For the Labour 
Party, giving London its own mayor 
and government was never intend- 
ed as just another bit of devolution 
to fit into the constitutional puzzle 
along with the Welsh Assembly and 
Scottish Parliament. London devolu- 
tion was part of Labour's final re- 
venge against Lady Thatcher, the 
famous control freak who abolished 
the Greater London Council when 
its troublemaking Labour leader had 
the temerity to oppose her efforts to 
modernise Britain in the 1980s. Lon- 
don’s experiment with an elected 
mayor was supposed to be a model 
that other cities might follow, a way 
to energise the country’s moribund 
local authorities and revive a taste 
for local democracy. 

It was a fine idea, except for one 
detail. The troublemaker whose job 
Lady Thatcher abolished did not just 
disappear. Mr Livingstone remained 
in politics, became a celebrity, was 
never given a job in Blairdom, is bored as a backbencher, and 
would now like the nearest thing to his old job back again. Through 
carelessness or incompetence, Mr Blair let it be known that he in- 
tended by hook or by crook to stop Mr Livingstone becoming 
mayor, But the prime minister does not seem to have worked out 
early enough how he was going to do this. 
| In recent weeks, voters have watched with mounting incredu- 
lity a sequence of ever more brazen, ever more desperate and ever 
more counter-productive attempts to do so. First came a frantic 
search for a more popular candidate. Frank Dobson, who had 
spent months telling anyone who would listen how happy he was 
being health secretary, “chose” abruptly a few weeks ago to resign 
| from the cabinet and run against Mr Livingstone instead. Just in 

case Mr Dobson's own charms failed to overwhelm enough mem- 
bers of London’s Labour Party, party managers then announced 
that the choice of their candidate would not be left to London 
members but would be putinstead in the hands of an electoral col- 
| lege including trade unions and mrs as well. When it looked as ifa 
| ballot rigged this way might still deliver the nomination to Mr Liv- 
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ingstone, they produced another idea: before making it on to the 
party short-list,every candidate would have to prove his loyalty in 
front of a committee of party grandees. 

Until this week, Mr Livingstone had brushed aside all these 
manoeuvres with an infuriating insouciance. He is the Cheshire 
cat whose grin never fades, a brilliant televisual politician whose 
ready wit unerringly turns his opponents’ strength against them. 
When reporters asked him whether he could demonstrate his loy- 
alty to party inquisitors, he offered to swear on the bones of asaint, 
pull a sword out of a stone—whatever was demanded of him. This 
made it all the more preposterous when Clive Soley, mp, the chief 
inquisitor and a former probation officer, emerged after the loyal- 
ty interview toannounce grimly that 
Mr Livingstone had failed to provide 
satisfaction on some points and 
would therefore be summoned for a 
second interview. In particular, Mr 
Livingstone opposes the party's offi- 
cial policy of pulling investment 
into London's underground system 
by means of a public-private part- 
nership—“partial privatisation”, as 
Mr Livingstone insists on calling it. 
He wants to raise the needed money 
by issuing bonds instead. 

This is not a bad idea. But it be- 
trays an independence of mind that 
has scandalised the party’s hierar- 
chy. Is Mr Livingstone willing to 
abide by party policy or not, its staff 
officers demand? To which the 
would-be candidate meekly replies 
that the man seeking election as the 
capital’s mayor might expect some 
say over the manifesto on which he 
will fight. There, between inquisi- 
tions, matters stood as The Econo- 
mist went to press this week. 

Whatever happens next, Mr 
Blair's management of the mayor’s 
election has already become an oth- 
erwise sure-footed prime minister's 
biggest mistake to date. Labour's 
desperate gerrymandering makes the Conservatives’ simple deci- 
sion to let their own London members decide whether they want- 
ed the roguish Lord Archer as their candidate look admirable by 
comparison. Worse still, Mr Blair has made this sort of mistake 
twice. The prime minister's mysterious aversion to Rhodri Mor- 
gan, the most popular candidate to lead the party in Wales’s new 
Assembly, persuaded many Labour supporters last May to ab- 
stain or vote for the nationalist Plaid Cymru opposition instead. 

Mr Blair’s aversion to Mr Livingstone is less mysterious. The 
former Guc leader is an unpredictable loner and a self-appointed 
spokesman for the Old Labour values that many party members 
accuse New Labour of abandoning. As the capital's elected mayor, 
he would probably become a thorn in Mr Blair's side—arguably 
even the most influential Labour politician apart from Mr Blair 
himself. It would seem inconceivable to any prime minister that 
such a man should be given such a job just because he was a La- 
bour mp and London’s voters wanted him to do it. Inconceivable, 
that is, except to a prime minister who really believed in the devo- 
lution of power, the revival of local democracy and all the rest. 


—{_ MORE ARTICLES ABOUT BRITAIN ARE AVAILABLE TO SUBSCRIBERS AT WWW.ECONOMIST.COM } 
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Berlin claims 
preeminent role in 
medical technology 





The German government's recent move to Berlin underlines 
the city’s political and administrative role. However, the region 
is also a significant force in technology. One speciality is the 


development of medical products, whose market is expanding - 


due to the ageing populations in Western countries and also 
greater health-consciousness. The use of such products in di iag- 
nosis and therapy is beneficial for patients, while the more effec- 
tive treatment and the shorter hospital stays which they make 
possible exert a positive economic impact as well. Building upon 
Germany's traditional strength in this growth market, Berlin and 
the Brandenburg region offer an ideal combination of medical 
research, industrial R&D, and practical applications, backed by 
attractive initiatives to promote business start-ups in the area. 





International presence: 
Almaty, Amsterdam, 
Antwerp, Atlanta, Bangkok, 
Barcelona, Beijing, Beirut, 
Bratislava, Brno, Brussels, 
Bucharest, Budapest, 

Buenos Aires, Cairo, Caracas, 
Casablanca, Chicago, 
Copenhagen, Dublin, Geneva, 
Gibraltar, Grand Cayman, 
Hong Kong, Istanbul, Jakarta, 
Johannesburg, Kiev, Labuan, 
London, Los Angeles, 
Luxembourg, Madrid, Manama, 
Mexico City, Mumbai, Milan, 
Minsk, Moscow, New York, 
Novosibirsk, Paris, Prague, 
Rio de Janeiro, San Francisco, 
Sao Paulo, Seoul, Shanghai, 
Singapore, St. Petersburg, 
Sydney, Taipei, Tashkent, 
Tehran, Tokyo, Toronto, 
Warsaw, Zagreb, Zurich. 


THE MARKET FOR MEDICAL-TECHNOLOGY 
propucts is likely to register very 
strong expansion in the future, not 
least because the use of such tech- 
nology helps reduce healthcare 
costs. Worldwide, about $100 bil- 
lion is spent annually on medical 
technology, almost a quarter of it 
within the EU. 


GERMANY, a prominent producer in 
this area, meets around 20% of 
global demand and has achieved 
an export ratio of well over 60%. 
Its deliveries mainly go tothe U.S. 
and other EU countries; increas- 
ingly, though, the emerging econ- 
omies and many of the former 
Eastern bloc states are becoming 
interesting markets. 


Wirin Germany, Berlin and the 
surrounding region of Branden- 
burg are emerging as prime loca- 
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ons for em hnology 
industry. Already, roughly 350 
firms ~ mainly flexible smaller 
businesses — have settled in the 
region, backed up by a further 120 
bio-medical companies whose 
products and services are used in 
medical technology. The main 
fields of research and production 
are cardio-technology, telemedi- 
cine, the treatment of tumours, 
and minimal-invasive medicine 
and surgery. 


ONE MAJOR INCENTIVE FOR FIRMS to 
set up in the region is the dense 






which benefits from the open- 
minded ‘approach adopted by 
researchers towards marketing 
their work in: product form. As 
Berlin has. the largest medical 
faculty in Europe and many ofthe 
region's tertiary education institu- 
tions teach the expertise and skills 
required in medical technology, 
firms have no problem in recruit- 
ing highly-qualified personnel. 


T IS NOT SURPRISING, therefore, that 
business start-ups in the area of 
medical technology are flourish- 
ing. For the first five critical years, 


German external trade in electro-medical oe 1998 
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network of hospitals and clinics 
—some 120 in all— providing them 
with controlled feedback. Berlin, 
for example, boasts the world's first 
laser clinic, and recently it became 
the home of the first hospital in 
Germany to specialize in minimal- 
invasive surgery. At thesame time, 
thepractical experience gained in 
the use of so-called artificial 
hearts is probably unequalled 
worldwide; currently, a major pro- 
ject is the development of a fully 
implantable artificial heart. 


THE ATTRACTIVENESS OF BERLIN and 
Brandenburg for medical-technol- 
ogy firms is underpinned by the 
region's extensive range of univer- 
sities and other research institu- 
tions. Significantly, Berlin is also 
Germany's most popular venue 
for scientific congresses. Excellent 
opportunities exist for cooperation 
between research and industry, 
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entrepreneurs are able to operate 
from one of the region's many cen- 
tres for innovation and business 
start-ups, where a broad range of 
services and facilities, including 
consulting, are available to them. 
Subsequently, they can move to 
reasonably-priced premises in one 
of the technology parks. Thanks 
to this potent combination of 
research, enterprise and official 
support, the medical-technology 
industry in Berlin-Brandenburg 
is well-positioned to benefit from 
the expected surge in demand for 
its products. 


For more information about 
Commerzbank’s broad scope of 
research capabilities and financial 
services, just contact the bank's 
head office in Frankfurt, Germany. 
Fax +49 69 136-298 05 
voikswirtschaft@commerzbank.com 
www.commerzbank.com 
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The amazing portable 
Sarariman 


TOKYO 


Japan’s big firms are at last getting rid of older workers. The hard part will be 


to attract the young 


F, THESE days, there is a swagger in the step 

of Masahiro Origuchi, he can surely be for- 
given. Mr Origuchi’s four-year-old firm, 
Goodwill, is the toast of the Japanese press. 
The young founder is depicted as a shining 
example of Japan's rekindled entrepreneur- 
ial spirit. Since Goodwill floated on Tokyo's 
over-the-counter stockmarket in July, its 
share price has risen more than tenfold. 

As a pioneer in the new field of human 
resources in Japan, Goodwill has few com- 
petitors and plenty of opportunities. Its busi- 
nesses, which span temporary employment, 
recruitment, home nursing-care and out- 
sourcing, are growing quickly. Mr Origuchi 
wants to diversify into such areas as head- 
hunting and outplacement. “Considering 
the real potential of our group,” he says, “our 
stock is still cheap.” 

The hype can be forgiven too. Goodwill, 
with a handful of rivals, is being propelled 
by profound changes in Japan’s labour mar- 
ket. Full-time, lifetime employment in big 
companies is disappearing, as firms kick out 
generalists who are unemployable outside 
the places in which they have spent their en- 
tire careers. Since early 1998 Japan has lost 
more than ım full-time jobs; meanwhile it 
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has slowly been creating part-time and tem- 
porary ones, albeit from a low base. Good- 
will alone has more than 200,000 temps on 
its books, ranging from construction workers 
tosecurity staff. 

Companies are also looking to outsiders 
for services they once did in-house, such as 
procurement, information technology and 
training. Pasona, another fast-growing hu- 
man-resources firm, has used its reputation 
as a clerical temp-agency to win contracts to 
provide such services as marketing, account- 
ing and personnel management. 

Japan’s great purge has not yet run its 
course. Big companies had not only too ma- 
ny middle-aged sararimen, but also too ma- 
ny workers in their mid-30s, who were hired 
during the go-go 1980s when recession 
seemed unthinkable. These workers have 
begun to dip a toe in the jobs market, say 
head-hunters, but so far they feel little pres- 
sure to jump. With the spread of information 
technology and outsourcing, that cannot 
last. During the next round of restructuring, 
the cohort of 30-somethings could well be 
shown the door. 

As companies abandon lifetime em- 
ployment (see box on next page), so sarari- 





men are abandoning their unquestioning 
loyalty to their employer. Shintaro Hori, of 
Bain, an American consultancy, talks of the 
“accumulated unhappiness” of workers in 
big firms. The desire to find a jobelsewhere is, 
he says, strongest among those Japanese 
who are just starting their careers. Unlike 
their elders, they are not especially keen on 
landing a job at a big Japanese company. 

Instead, they dream of becoming entre- 
preneurs, venture capitalists or (gratifyingly 
for Bain) management consultants, High- 
tech firms are popular. ntr DoCoMo, a mo- 
bile-phone company, has become a more 
sought-after employer than its parent, NTT. 
Foreign firms are also in vogue. Mr Hori says 
that, on Keio University’s Fujisawa campus, 
which specialises in modem courses such as 
media, business and environmental studies, 
six or seven of the ten most popular employ- 
ers are foreign. The list consists mostly of in- 
vestment banks and consultancies. Ten 
years ago, says Yuji Wakabayashi of pa Con- 
sulting, a British consultancy with a head- 
hunting business in Tokyo, foreign invest- 
ment banks had to pay twice as much as Jap- 
anese ones to attract local talent. Now, they 
can often get away with paying less. 

Having junked any expectations of life- 
time employment, young Japanese have ev- 
ery reason to make themselves more market- 
able. Unlike older sararimen, they are 
increasingly specialising in a particular 
field—something that employers now en- 
courage. For instance, Matsushita, a consum- 
er-electronics giant, tells new recruits that 
they must have an expertise if they want to 
advance up the company. And if young Jap- 
anese do not get what they want, they will 
move on. Takashi Kiriku of Nikkeiren, the 
Japanese employers’ federation, says that 
one in three university graduates leave their 
first employer within a year. 


Something for everyone 


One beneficiary of all this will be small busi- 
nesses. In Japan, small firms have in the past 
had to pick over the job applicants that big 
firms have rejected. Now that large compa- 
nies are shedding jobs and losing lustre, 
small companies should for the first time be 
able to lay their hands on talent. Service in- 
dustries, such as information technology, 
data-processing, consulting and public rela- 
tions, can barely contain their glee. 

Just as important are firms that do not 
yet exist. Japan is starved of new businesses. 
Since 1991, according to the Ministry of Inter- 
national Trade and Industry, Japan has de- 
stroyed more businesses than it has created. 
Now, interest in Internet start-ups is surging. 
Goodwill has set up a whole new division 
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HEN Kiyotsugu Shitara created a un- 
| ion for unemployed workers, many 
Japanese were puzzled. A union is sup- 
| posed to protect jobs; how do you protect 
something that no longer exists? Mr Shitara 
accepts that the idea may sound absurd, 
but thinks it will help draw attention to 
widespread unemployment--which not 
long ago would itself have seemed absurd 
in Japan. 

Morale among Japan’s corporate in- 
fantry is crumbling fast. The myth of life- 
| time employment has been exposed as a 
luxury affordable only in good times and, 
| even then, enjoyed only by the lucky one- 








third who worked for big companies. 

The hardest-hit have been the white- 
collar savarimen, who have been aban- 
doned by companies and unions alike. 
Even respectable firms have resorted to ug- 
ly tactics to press unwanted workers into 
“voluntary” resignations. Doing so pro- 
tects them from the embarrassment and 
cost of being sued for wrongful dismissal. 
The government turns a blind eye, because 
resignations are not immediately reflected 
in the unemployment figures. 

Mr Shitara is well aware of the sarari- 
men’s woes. He is also general secretary of 
the Tokyo Managers’ Union. But can his 
new venture, the Let’s Create Jobs Union 
for the Unemployed, really help its mem- 
bers? He is sure it can. For one thing, it will 
show that there is support for their predic- 
ament. It can apply pressure to politicians, 
especially those in opposition parties, to 
face up to the problems of unemployment, 
rather than to pretend they hardly exist. It 
can encourage job-sharing. Perhaps most 
important, through its example, it may 
make Japan’s feeble company unions do 
more to protect their members. 

Trade unions of the sort that have 
evolved in western countries barely existin 
Japan. Since the big companies brought in 
thugs to bust militant trade unions in the 
19508, Japanese labour has been noted for 


cs cece ee 
its timidity. For their part, paternalistic 
companies have in the past shared jobs | 
around when times were hard, rather than 
laying off surplus workers. As a result, only 
22% of Japanese workers nowadays belong 
to a trade union, and most of those are in 
company unions organised and supported 
by their employers. Workers lucky enough - 
to belong to a big-company union that ne- 
gotiated its annual wage contracts along | 
with those of workers for other big firms in | 
the same industry tended to do better than 
average. In pay and perks, they were the 
elite of corporate Japan. 

No longer. These workers are now in 
the front line of acampaign by big business 
to slash labour costs by 15-20%. The well- | 
publicised troubles of Nissan Motor, | 
which is closing five car plants and chop- | 
ping 21,000 jobs to stave off bankruptcy, l 
have made it acceptable for even profitable | 
firms to announce pre-emptive cuts of | 





their own. Sony is getting rid of 17,000 jobs, 
NEC some 15,000. The Nissan closures will 
wipe out a further 65,000 jobs at affiliates. 
Every day brings a fresh round of an- 
nouncements about layoffs and lengthen- | 
ing dole queues. Fully a quarter of last 
year’s record 31,700 suicides was traced to | 
worries about employment. 

Independent unions for disgruntled 
sararimen in and out of work are, follow- 
ing Mr Shitara, now springing up all over 
Japan. As a result, Japanese firms cou Id yet 
find themselves facing union bolshiness of 
a kind they have not seen in 50 years. l 








that will use the lure of share options in start- 
ups to poach young software engineers from 
big electronics companies. 

This will also have an effect on bigger 
companies. Management buy-outs (MBos), 
buy-ins and other sorts of company restruc- 
turing are becoming easier. Until this year, 
only about ten mpos had ever been carried 
through in Japan, according to Stephen 
Church of Analytica Japan, a consultancy. 
Since then, foreign fund managers have 
raised nearly $6 billion to invest in MBos. 
Their work is already bearing fruit. In August 
Asahi Denka Kogyo, a chemicals firm, said it 
would sell its distribution and heavy-ma- 
chinery businesses to their managers. In Oc- 
tober Sumitomo Corporation, a trading 
company, sold Sumisho Alis, which distrib- 
utes office equipment, to the subsidiary’s 
president. Now that many Japanese actively 
want to work for a foreign company, Mr Hori 
of Bain is urging international clients to look 
hard at Japan’s changing m&a market. 

Even the rump of big firms will change. 
Although many have introduced “volun- 
tary” redundancies, important features of 
the sarariman system remain intact. As well 
as seeking job-security, sararimen have tra- 
ditionally looked to the workplace to give 
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them status, a social life and pay set accord- 
ing to seniority. If Japanese firms are to re- 
structure vigorously, they will eventually 
have to abandon such practices. Only then 
will they attract the young talent they need. 

And such talent will be in short supply. 
The irony of the labour market in Japan is 
that, despite unemployment being near a 
post-war record, Japanese companies will 
soon face a shortage of young workers. From 
2000, Japan’s working population will start 
shrinking, reaching an annual rate of decline 
of more than 1.5% by 2014: Inevitably, there- 
fore, Japanese firms will have to work harder 
to attract young people and to bring women 
into the labour market. That means offering 
payment and promotion on merit, more 
temporary and part-time work, and better 
child care, maternity leave and job prospects 
for their female staff. 

At the moment, most big Japanese firms 
are light years away from any of these things. 
Among young Japanese, unemployment is 
nearly 10%, about twice the headline rate. 
Some of these people are in search of tradi- 
tional jobs. But, according to Mr Kiriku of 
Nikkeiren, a lot want something new and ex- 
citing and simply cannot find it. 

Har Es area eT oe | 





Communications in Britain 


NTL born killers 


T TIMES, Britain’s Labour government 
seems determined to outdo even the 
continentals in its Europeanness. Abandon- 
ing the boring old Anglo-American practice 
of leaving mergers to the market, it has 
picked on two economically unobjection- 
able but politically interesting deals, and re- 
ferred them to its competition regulator. 
Oneis the plan by nti, acable company, 
to buy the residential cable business of Cable 
and Wireless. The other is the acquisition by 
Vivendi, a water-to-media firm, of 25% of 
BSkys, Britain’s satellite-television company. 
The trade and industry minister, Stephen 
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Byers, says he is bothered about the ntr deal, 
because it reduces the number of cable oper- 
ators from three to two; and by Vivendi’s in- 
creased stake, because the firm also owns 
49% of France’s biggest pay-rv operator, Ca- 
nal +. That, Mr Byers maintains, could have 
implications for competition in the markets 
for programming rights and set-top boxes. 

John Bridgeman, the director-general of 
fair trading, objected to neither deal. He ap- 
proved the nri merger last week, saying that 
it would increase competition in pay-tv. 
Conspiracy theories, therefore, seem to offer 
the best explanation of what the govern- 
ment is about. Three are plausible. 

First comes xenophobia, favoured by the 
French press. “Britain lashes out at French 
companies,” is how Le Monde, one of 
France's leading daily papers, headlined the 
story. The ntL/Cable and Wireless deal will 
bring in France Telecom, which is to take a 
24% stake in the merged company. Vivendi is 
a French company. According to Le Monde, 
they were taking the rap for their govern- 
ment’s refusal to allow the import of deli- 
cious slices of healthy British beef. 

Second comes domestic politics, fa- 
voured by the British press, obsessed as it is 
by Rupert Murdoch. On this view, the refer- 
rals will make up for a decision earlier this 
year to ban sSkys from buying Manchester 
United. By saving the jewel of British football 
from the man popularly known as the Dirty 
Digger, the British government won points 
with the voters, and lost them with Mr Mur- 
doch, the country’s biggest newspaper-own- 
er. This latest decision costs the politicians 
nothing, but it could do wonders for rela- 
tions with Mr Murdoch. 

Thatis partly because he is believed tobe 
unhappy at the size of Vivendi’s stake in 
BSkys, and to suspect the motives of Jean- 
Marie Messier, Vivendi’s boss, in accumulat- 
ing it. Yet Mr Murdoch’s unease may have 
even more todo with what is going on at NTL. 
Since pay-Tv took off, sSkys has dominated 
both the platform and the programming. But 
cable subscriptions are now growing faster 
than those for satellite, which has lostits lead 
(see chart on previous page). 

In the past, BSkys’s wide subscription 
base has helped it to keep the rights to screen 
British football, because the more subscrib- 
ers it had, the more money it could offer for 
them. But cable now looks like a real threat; 
and a united cable industry, with NTL own- 
ing Cable and Wireless’s residential busi- 
ness, would be able to put up an even better 
fight. That is one reason why Mr Bridgeman 
was in favour of the deal—and why Mr Mur- 
doch must fear it. 

There is a third conspiracy theory: that 
the pressure to refer the nti deal came from 
BT. All over the world, telecoms and cable 
companies are fighting to provide people's 
houses with a broadband pipe that can 
pump in a high-speed Internet feed and the 
whole digital future. sr is pushing ahead 
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FTER nearly two millennia, it may be 
time for another miracle at Bethesda. 
| On this occasion divine help is needed in 
| the Maryland headquarters of Lockheed 
Martin, which has been crippled in the 
| past six months by an almost unbeliev- 
| able stream of bad news. Profits at the 
| world’s largest defence group are down by 
half for the year so far, with no prospect of 
| a rapid rebound. Since May, Lockheed’s 
| shares have plunged by roughly 55%, near- 
ly twice the decline for the aerospace and 
defence industry as a whole (see chart). 
| Gallingly, Lockheed's arch-rival, Boeing, 
| has passed it on the way up. No wonder 
| Lockheed is quietly searching for a new 
| chief executive. 
| The latest blow came at the end of Oc- 
tober, when the firm’s present boss, Vance 
| Coffman, announced that a forecast of 
| earnings for next year, made in June, 
| should be cut by half, to $1 per share. Wor- 
| ryingly, he also reduced his cashflow fore- 
| cast for next year from $900m to $500m. 
| Lockheed has annual sales of $26 billion 
| andan order book (nearly all of it defence 
| contracts from the American govem- 
| ment) worth almost twice that sum. And 
| yet its shares are valued by investors at a 
t 
| 
f 
| 
| 
| 
i 
| 
| 
| 
| 





mere $7 billion, backed by $n billion of 
debt (some of it rated little better than junk 
bonds). 

Part of Mr Coffman's mistake was to 
misread the signals coming from the Pen- 
tagon, which had decided that the wave 
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with apsL, a technology that turns a stan- 
dard telephone line into just such a fat pipe. 
Cable, the main competition to Bt, has a 
couple of advantages. It can sell consumers a 
triple bundle of services—television, tele- 
phone and high-speed Internet. st is not al- 
lowed to distribute broadcast channels (as 
opposed to video-on-demand) until 2001. 
And cable is in the lead. gt’s ADst service will 
not be available on a commercial scale until 
next March, for £40-160 ($6 4-259), depending 
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of mergers it started in 1993 had gone far 
enough. He pressed ahead with a plan to 
merge with Northrop Grumman, only to 
drop it humiliatingly in July when he real- 
ised the scale of the legal obstacles that the 
government had erected. 

Lockheed is also at work on several 
“problem” defence programmes. Con- 
gress has concerns about its military-tran- 
sport aeroplane, the 130], which is run- 
ning two years late and over budget. 
Overruns on the F-22 fighter have put its 
financing at risk. Three rockets carrying, 
inter alia, spy satellites, blew up, to the fu- 
ry of the government. And this month 
Boeing snatched a vital $6 billion contract 
for spy satellites from Lockheed, which 
has had all such work to itself since it start- 
ed in 1958. 

Such is the measure of the task that 
will face Mr Coffman’s successor. Mr 
Coffman is Lockheed’s last top manager 
left standing (the rest have either fallen on 
their swords or been pushed out). Lock- 
heed says it is looking outside the compa- 
ny for a chief operating officer, but indus- 
try observers know that the person who 
gets the job-will take over from Mr Coff- 
man after a decent interval (six months or 
so). A brilliant engineer with a formidable 
record running such things as the Star 
Wars missile shield, Mr Coffman is aloof 
and reticent compared with his predeces- 
sor, the charismatic Norman Augustine. 
Such well-known figures as Krent Kresa 
(the boss of Northrop Grumman) and 
Alan Mulally (the president of the civil-et 
side of Boeing) are said to have been ap- 
proached about the job. 

Until recently it seemed as if Ameri- 
can defence mergers were made in heav- 
en. It is now apparent that Lockheed nev- 
er properly integrated Martin Marietta 
after their merger in 1995, to say nothing of 
39 smaller acquisitions it has made in the 
past seven years. For a long time the secret 
of running an American defence giant was 
spotting the next deal. It was Mr Coff- 
man’s great misfortune to take the top job 
at Lockheed just when adventure gave 
way to administration. 











on speed. nx is already offering high-speed 
Internet access in Hampshire and Surrey, 
charging £40 for speeds that are faster than 
B1’s basic offering. Its other franchise areas 
will follow next year. Part of the point of the 
NTL/ Cable and Wireless merger is to roll out 
and market the service nationally as soon as 
possible. A nationally available, well-mar- 
keted cable service would pose st a distinct- 
ly unwelcome threat. 
Pe seis = seven 
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Corporate security 


Risk returns 


HE story of Granger Telecom, a British 

company that was contracted last year to 
install communications equipment in 
Chechnya, is a warning to every chief execu- 
tive who has ever sent an employee toan un- 
stable place. Three engineers carrying out 
work for Granger (plus a fourth who was 
working for British Telecom) were kid- 
napped and eventually decapitated, after 
suffering maltreatment that was described 
in grisly detail at a well-publicised inquest in 
London last month. Now the bereaved fam- 
ilies are contemplating a civil claim against 
the company for neglecting its staff. 

The world, as viewed from the board- 
room, is a nasty place. Physical dangers, such 
as terrorism, violent crime and coups, are not 
the only threats. Companies also face legal 
and “reputational” perils as a result of work- 
ing in wild and woolly places. Bosses are in- 
creasingly held to account for all aspects of 





Caucasian danger 


corporate govemance—including the han- 
dling of personal risk—before shareholders 
and analysts, as well as pressure groups and 
other aggrieved parties. When firms face 
both sorts of danger at once, clumsy efforts 
to reduce threats of a violent kind (such as 
collaborating closely with the soldiers and 
police of an authoritarian regime, or using 
dubious local security firms) can augment 
threats of the reputational kind. 

That, at any rate, is the rationale for a 
kind of professional expertise that multinat- 
ional companies are either building within 
their own ranks or buying from specialist 
outside consultancies. This is advice on miti- 
gating risk, including reports on the reliabil- 
ity of local security arrangements and senti- 
ments among local people. As of next year, 
companies listed on the London Stock Ex- 
change will have to tighten up, and report 
more openly on, their risk management, un- 
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der a set of guidelines that are known as the 
Turnbull report. 

And then there are the lawsuits. “In a liti- 
gious world, the best defence of his security 
policy a chief executive can make is that he 
took the best available professional advice,” 
says Jonathan Spiller, the president of Ar- 
mor Holdings, a Florida-based company 
that has quadrupled its revenue from securi- 
ty since 1996. The firm’s mission statement 
hints at the “subtle synergy” it aims to 
achieve from its two lines of business: coun- 
selling private-sector clients on how to solve 
such problems as counterfeiting, violence 
and cyber-fraud in unstable places, as well 
as selling equipment to police forces. 

Companies such as Armor Holdings, or 
Control Risks, a consultancy based in Lon- 
don, are always keen to stress what they do 
not do. Although they approach the busi- 
ness of managing risk more directly than, 
say, an insurance firm, their employees do 
not don uniforms or wield guns. They are 
not, in other words, to be confused with Ex- 
ecutive Outcomes, a defunct South African 
firm that could provide anyone who was 
rich enough to pay with ma- 
chinegunners and fighter-pi- 
lots who had plenty of com- 
bat experience. 

On the other hand, re- 
tired policemen and soldiers 
do frequently put their 
brain-power at the disposal 
of security consultancies or 
corporations. The salaries 
they can command, as well 
as their status within cor- 
porate hierarchies, are on the 
rise. “The new corporate-se- 
curity adviser is very much 
part of the company, work- 
ing with chief executives,” 
says Bill Elder, a former army 
officer, who spent years ex- 
tracting hostages from Iraq 
and dealing with Colombi- 
an kidnappers, for Bechtel, a Californian 
construction giant. 

With veteransof thecold war, often from 
elite military units, flocking to join the priv- 
ate sector in both Russia and the West, the 
corporate-security business can bring to- 
gether some unlikely bedfellows. Armor 
Holdings, for example, subcontracts its busi- 
ness in Russia (protecting multinationals 
such as Philip Morris, a food and tobacco 
company) to a local security company 
formed by veterans of the Alphacommando 
force, one of the Kremlin’s crack military un- 
its before its disbandment. 

The apparent anarchy of the former So- 
viet Union is probably the trickiest single 
problem facing buyers and sellers of cor- 
porate security. More than two-thirds of the 
European and American firms surveyed re- 
cently by Control Risks felt that Russia was 
becoming riskier for business—whereas 


most respondents saw risk to be static or 
dimishing in India,China and Brazil. 

Toby Latta, a Russia analyst for Control 
Risks, points out that the sources of danger 
in that country can often be pinpointed: acts 
of violence against western-owned busi- 
nesses are not usually random. “If you are 
selling consumer goods in Russia, we can as- 
sess whether you are in extreme competition 
with local interests—or whether your dis- 
tributors have an interest in keeping you 
protected,” he says. And that is meant to be 
comforting. 
= . a 


Electronic commerce 


Amazon's delta 


T IS hard not to believe in Jeff Bezos. His 

gurgling laugh explodes any suspicion 
that the story he spins so effortlessly may be 
justa little too slick, a little too removed from 
the murderously competitive world of web 
retailing that Amazon has done so much to 
shape. Nor have the wild gyrations of Ama- 
zon’s share price over the past year caused its 
founder and chief executive to lose sleep. Mr 
Bezos manages to be simultaneously both 
bouncy and imperturbable. 

Yet these are testing times. Only 16 
months ago Amazon sold nothing but 
books. Last week the company opened four 
new “stores’—home improvement, soft- 
ware, video games and presents—to join 
music, electronics, toys, pvp/video, auctions 
and its “shop the web” portal, zShops. Next 
year, it expects to add as many new busi- 
nesses again. 

Mr Bezos is placing a huge bet that Ama- 
zon can dominate just about every big cate- 
gory of web retailing. He expects that before 
long Amazon.com will be a “destination 
site” where customers can find anything 
they could possibly want and be certain, no 
matter what they buy, of impeccable service. 
Amazon, he says, will be the “most custom- 
er-centric company in the world”. 

But it is also possible that Amazon is 
overreaching itself in an ill-judged rush to 
become the Wal-Mart of the web (Wal-Mart's 
own online efforts have got off to a slow 
start). Nor can Mr Bezos take for granted the 
willingness of Amazon’s investors indefi- 
nitely to tolerate the firm’s accelerating oper- 
ating losses, particularly if, in spite of its re- 
lentless expansion, sales growth continues 
to slow (see chart on next page). 

As you might expect, Mr Bezos is a per- 
suasive advocate of the course he has set— 
were he not, Amazon would hardly be 
worth $25 billion today. Although Amazon 
is now in many businesses, he maintains 
that they are all essentially similar, and that 
“tremendous” scale economies can be 
reaped by “extending the technology plat- 
form”. Amazon can cut shipping costs by 
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uwait is facing its toughest chal- 

lenge since reconstruction after 

the February 1991 liberation from 
occupying Iraqi forces. With the govern- 
ment now making headway in its economic 
reforms, it is bracing itself for the market- 
place of the new millennium and giving 
strong signals to the outside world that the 
time is ripening for business in Kuwait. 

Kuwait has been dependent on oil as its 
main source of revenue since independence 
in 1961. Boasting almost ten per cent of the 
world’s known oil reserves and about 
US$50 billion in overseas assets, the econo- 
my has been kept comfortably afloat. By 
most economic measures Kuwait does not 
have a deficit, thanks to earnings from over- 
seas investments which, in addition, cush- 
ion the economy. Affluence has guaranteed 
a cradle-to-grave welfare systema for the 
country’s 800,000 citizens who for years 
have basked in economic glory. 

After 18 months of low oil prices and 
rigid production cuts, the price of Kuwaiti 
crude has doubled, boosting prospects in 
the emirate. The price gains have out- 
weighed the output cuts and overall, the 
country’s economic outlook is healthy. But 
despite improved oil prices, volatility 
remains the defining characteristic of the oil 
market and Kuwait is still seeking to diversify. 

The first track of 
diversification is developing the down- 


obvious 


stream industry. A result of this strategy is 
Equate, a joint venture between Kuwait's 
Petrochemical Industries Company and 
America’s Union Carbide. Upstream foreign 
involvement is now being considered in the 
country’s north where the government plans 
to double production to 900,000 barrels per 
day by 2005. 

Kuwait’s Emir, Sheikh Jaber al-Ahmed 


PROMOTIONAL SUPPLEMENT 


His highness 
Sheikh Jaber al-Abmed 
al-Jaber al-Sabah, 
Emir of Kuwait 


al-Jaber al-Sabah, has introduced sweeping 
economic reforms that guarantee market 
freedom and will lure international 
investors into an economic arena otherwise 
dominated by local financiers. 

A Foreign Investment Law and a 
law allowing non-Gulf Cooperation 
Council expatriates to 
own Kuwaiti stocks 


came into effect in 
June, paving the way 
for an infusion of for- 
eign capital into the 
local market. 

Both laws are set 
to stimulate the country’s stock market, 
which has been passing through a correc- 
tion period, and have also been welcomed 
by the country’s banking sector. It stands to 


The ambitious 
privatisation programme... 
a way to achieve 


economic growth... 


gain considerably from the new initiatives, 
which will shore-up an already solid curren- 
cy and well-developed banking system. 

The Foreign Investment Law allows up 
to 100 per cent ownership of Kuwaiti com- 
panies by foreigners, presently limited to 49 
per cent. The law extends financial incen- 
tives, such as tax holidays of up to ten years 
and import tax exemptions. 

The composition of Kuwait's 1999 
Parliament favours the passage of the new 
economic-related laws and most MPs show 
no objection, in principle, to foreign invest- 
ment and privatisation. Provided the coun- 
try’s mostly young population can benefit, 
the laws will be supported. 

The country’s ambitious privatisation 
programme is also seen as a good way to 
achieve real economic growth and encour- 
age private sector investments. The govern- 
ment has sold over US$3 billion worth of 
equity in state-owned companies, represent- 
ing half of its stock holdings. Major corpo- 
rations have not yet been touched, but they 
include Kuwait Airways and the Ministry of 
Communications. 

The official opening of Kuwait's first 
Free Trade Zone will also give the economy 
a boost. Ideally located on a the main 
Shuwaaikh port, it has vast trade potential 

and opportunity 
within Central and 
West Asia. 

Kuwait is 
open for business 
and there is little 
preventing it from 
becoming a leading 
financial centre. It enjoys wealth, entrepre- 
neurial skills, a solid business community 
and a fledgeling democratic system — all pre- 
requisites for economic liberalisation. 











Business in KUWAIT 






T he Minister of Oil and Chairman of 
KPC, Sheikh Saud Nasser al-Sabah, is 
dealing with a formidable task — shaping- 





up Kuwait's oil sector for the future and its 





challenges while learning from history. 





The oil sector is Kuwait’s livelihood, 








generating, around 85 per cent of the coun- 





try’s income. Sheikh Saud, a pragmatist, 





is the driving force behind many changes 





and new plans for the oil sector and he is 





giving it utmost care and consideration. As 





a result, he is tightening-up operations 





through a restructuring policy and turning 





an eye to more lucrative investment 





projects. 





A main focus of his attention is prepar- 





ing the way for foreign companies to 





participate in Kuwait's upstream opera- 





tions, to double production in the northern 
oil fields to 900,000 barrels per day (bpd) 
by 2005, bringing total production to 3 






million bpd. Having identified oil fields in 





the country’s north to open-up to foreign 





participation, Kuwait has aligned its objec- 





tives and interests with those of an investor 








Kuwait lures foreign investors 


while maintaining sov- 
ereign control over it’s 
natural resources. 

The Minister 
warns that the project is 
not one to be taken 
lightly and is in fact the 
first time since the 
liberation that the oil 
sector is embarking on 
such a huge operation. 
Kuwait is hosting 
a conference on 
November 20-21, to 
address the economic, 
technical, legal and 
constitutional aspects 
of the project, which 
will be transparent and 
competitive. It is hop- 
ing to proceed with the 


selection criteria of qualified companies 
and send out Requests for Proposals in the 


near future. 


Quelling fears that foreign participa- 











Sheikh Saud Nasir al-Sabah 
Minister for Oil 


Chairman, Kuwait 


Petroleum Corporation 


tion will violate the con- 
the Oil 
Minister says Kuwait is 


stitution, 


seeking assistance from, 
not partnership with, 
international oil compa- 
nies, a project also guar- 
anteeing employment 
opportunities for 
increasing numbers of 
Kuwaiti graduates. 

The Minister is also 
focussing his attention 
on Kuwait Petroleum 
International (KPI), a 
subsidiary of Kuwait 
Petroleum Corporation 
(KPC) which runs KPC’s 
downstream marketing 
operation and manages 
the Q8 retail brand in 


Europe and Asia. KPI, a giant company 
with a US$10 billion annual turnover, will 


move its headquarters back to Kuwait, to 


“KPC SHOULD HAVE SOME SORT OF PARTNERSHIP WITH MAJOR OIL COMPANIES” 


allow better control and supervision. 









Kuwait Petroleum Corporation (KPC), one of the world’s largest oil 
firms, is undergoing a vast restructuring programme aimed at making 
the huge oil conglomerate more efficient and able to meet the chal- 
lenges of the new century. 

The Minister of Oil and Chairman of KPC, Sheikh Saud Nasser al- 
Sabah, says today's mergers between giant oil companies means, 
“KPC, as a major oil producer, supplier and exporter, should have 
some sort of partnership with major oil companies.” It is presently 
studying suitable proposals and suggestions. 

According to the Minister, KPC is concentrating on improving pro- 
ductivity and control. It took KPC four years after the 1991 liberation 
to meet pre-invasion production levels. Today, a restructuring policy is 
steering it more towards joint ventures as KPC endeavours to strike a 
balance between international and domestic projects to keep up with 
the pace of a dynamic market. Joint ventures are to be based on the 
same lines as the Equate model - a US$2 billion petrochemical project 
joining Kuwait and America’s Union Carbide. 

KPC, founded in 1980, realises it needs to visualise market 
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PROMOTIONAL SUPPLEMENT 
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Kuwait Petroleum Corporation 


direction beyond 2003. Its restructuring policy focuses on making KPC 
a single corporate entity, with one identity and one personality. But 
progress also necessitates forging strategic economic relationships 
with major countries around the world by encouraging foreign financial 
involvement. Now is an opportune time for oil majors to look carefully 
at Kuwait. Its substantial reserves, production capabilities and invest- 
ment plans enable the country to become a major playing field for 
International Oil Companies in the future. 

KPC's objectives are to achieve its production targets and max- 
imise reserves. It also intends to put more emphasis on petrochemi- 
cals as a source of income for the state and stabilising revenue inflow. 
Its new strategic direction will hopefully optimise projects, locally and 
internationally. Investing in Kuwait to help stimulate the local economy 
will be a major aspect of this new direction. 

KPC is also presently conducting studies to convert Kuwait Oil 
Company and Kuwait National Petroleum Company into divisions, and 

determine the full or partial privatisation of Kuwait Oil Tanker 
Company and Petrochemical Industries Company. 
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The Kuwait Foreign Petroleum 
Exploration Company (KUFPEC), another 
subsidiary of KPC, is also to be strength- 
ened. KUFPEC, which is making good 
profits, handles all overseas investment 
Operations in petroleum exploration and 
exploitation. It is vital to Kuwait’s reputa- 
tion internationally and represents all its 
interests in the upstream industry. 

Overall, the Oil Minister is concen- 
trating on expanding KPC. He has plans 
to open-up its downstream operations 
in France and is presently revising its 
strategy in Thailand, assessing whether 
to expand or exit. Proposals are also 
being studied with a view to moving into 
the US market. 

Kuwait, a modern high-rise city, is a 
far cry from the small trading port it was 50 
years ago. Life was harsh and the country’s 
meagre wealth came from trade, livestock 
and a pearling industry. The discovery of oil 
brought with it a spectacular change and 
economic growth led to rapid modernisa- 
tion. But Kuwait today is going back to its 
roots — a trading past that oriented its peo- 
ple to other countries and cultures with an 
openness of mind. 








The Minister of Commerce and 
Industry, AbdulWahab al-Wazzan, says 
Kuwait wants to look back to move 
forward. The Minister, a former member 
of the Kuwait Chamber of Commerce 
and Industry, is an advocate of economic 
reform. 

“We're planning to have openness, to 
build Kuwait as it used to be. Implementing 
the new laws is strictly needed to boost 
Kuwait’s economy. Investors need to be 
drawn to where laws are implemented and 
there is transparency.” He reminds how 
much potential the country has, with over 
US$14 billion deposited in its banks and 
multiple opportunities. 

The Foreign Investment Law and the 
Stocks Law complement comprehensive 
government plans aimed at propelling 
Kuwait’s economy into the Twenty-First 
Century. The rules and regulations govern- 
ing foreign ownership of Kuwaiti stocks 
and the by-laws for the Foreign Investment 
Law should be finalised by the end 
of November. Only Parliament's approval 
will remain. 

Under the Stocks Law, expatriates can 
own shares directly in Kuwaiti sharehold- 





“THE BANKING SECTOR HAS TREMENDOUS OPPORTUNITY.” 
Kuwait has all the ingredients to become a regional banking 


ing companies listed on the Kuwait Stock 
Exchange. The Foreign Investment Law 
allows for tax exemptions of up to ten 
years, partial or complete exemption from 
customs duties on machines, equipment, 
raw and packing materials required by the 
investor as well as allocations of land and 
real estate. 

Initially, there may be certain limita- 
tions on the banking and insurance sectors 
but otherwise certain industries could be 
100 per cent owned by foreigners. 

Both laws are expected to increase 
liquidity on the bourse and make the 
economy more competitive, as well as 
offering foreign investors a good deal on 
underpriced stocks. 

By opening up, Kuwait wants to turn 
itself into a financial centre. The Kuwait 
Free Trade Zone (KFTZ) is scheduled to be 
officially opened on November 20, target- 
ting foreign companies ready to start-up 
their businesses in Kuwait. Located in 
Shuwaikh Port, KFTZ is banking on pro- 
moting Kuwaiti business in Iran and vice 
versa, and aims eventually to tap into the 
growing markets of the Islamic states of the 
former Soviet Union. 


deposits and giving jumbo loans to certain corporations: 
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sector — a natural flow of funds, excellent communications, 
a liberal but well-disciplined regulatory body, political sta- 
bility and security, and a good pool of qualified personnel. 

According to Jamal al-Mutawa, General Manager and 
Acting Chief Executive Officer of the Commercial Bank of 
Kuwait, although considered a small market, Kuwait's 
banking sector has tremendous Opportunity. 

High oil prices have helped to underpin the health of 
the country's banking system, which is likely to be boost- 
ed by the new Foreign Investment Law. 

Al-Mutawa says local banks cannot be exempted 
from the law, because of the WTO agreement, and will 





“But it is getting tougher because of the advances of tech- 
nology.” In response, Kuwaiti banks are investing heavily 
in IT infrastructure. 

Survival also depends on meeting the challenges of 
globalisation. Local banks will have to merge, something 
the Central Bank of Kuwait is encouraging. Perhaps the 
first steps will be local mergers and cross-border 
alliances, followed by cross-border mergers. 

The Commercial Bank of Kuwait is ranked second in 
terms of branch network and capital. It has US$4.5 billion 
in assets and profits in the third quarter of this year have 
already exceeded total profits in 1998. The bank is under- 
benefit as much from the inflow of foreign capital and going substantial restructuring based on its recently 
expertise as their non-banking counterparts. The infusion of capital finalised 1999 / 2004 plan. It is solidly capitalised at just below 20 per 
and skill on a permanent, continuous basis will stimulate the economy cent and is highly liquid, yet still enjoys excellent underlying income 
and a more efficient, advanced banking system will allow money to growth. It is thus poised to take advantage of any suitable opportuni- 
flow where it is most needed and best used. ‘oe ties arising in the coming years. It believes a tight contro! on 

Local banks are already competing with their foreign coun- W costs, a rigorous attitude to credit risk and provisioning all help 
terparts which have operated in Kuwait for years, taking “SS x to consolidate this potential. 
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Kuwait hopes its openness, accessibil- 
ity, infrastructure, security, capital and 
stable democracy are alluring enough for 
foreign companies to use the country as a 





trading base, transit point or for foreign 
investment. 
Kuwait prides itself on a vibrant and 





healthy political history. Since a council 
of elected people drafted the country’s 
constitution in 1962, democracy has 
flourished. The 
Parliament, elected last July, reflects a 
major change in the Kuwaiti people’s atti- 
tude. They voted in a powerful Parliament 





country’s ninth 











of expertise, equally representative of all 
the country’s political groupings and sup- 
portive of economic reform. 

Plans to re-vitalise the Kuwaiti economy 





are complemented by a strong economic 
team in the cabinet, led by a top banking 
executive in the post of finance minister. A 
leading economist and academic heads the 





education ministry, and a well-known 





businessman and economist is the minister 





of commerce and industry. All three tech- 





nocrats have ardently campaigned for eco- 
nomic liberalisation and fundamental 
financial reform as well as opening-up the 











country to foreign investment and impos- 
ing charges on public services. 

Laws allowing foreign investors to 
own stocks in Kuwaiti holding companies 
and participate in direct foreign invest- 
ments will go before Parliament this term, 
when the government is also expected to 
push through an economic package cen- 
tred on taxing its citizens. 

Although the majority of MPs favour 
moves to stimulate the economy, they 
are reluctant to support charges on 
Kuwaiti citizens for public services. 
Nevertheless, they are encouraging the 
government to press on with its privatisa- 
tion programme, with an emphasis on 
employment for Kuwaiti nationals and 
breaking monopolies. 

There are calls from all sections of 
society for the government to set a dead- 
line for its reform programme and carry it 
methodically. that 
improved oil prices might encourage 


out People fear 
delay in implementing measures to acti- 
vate the economy but the next step hinges 
mainly on Parliament. Although the 
groundwork for Kuwait’s enterprising 


privatisation programme has not been 





completed, the and 
lawmakers are intent on forging ahead 


government 


with the privatisation process despite the 
increase in oil prices. 
Kuwait, with the 
Parliament in the Gulf, is a modern, 
sophisticated and wealthy nation embrac- 
ing the political and economic trends of 
globalisation. Kuwaiti women are gearing 
up for their first major challenge of the 


only elected 


new century and working alongside their 
male counterparts in the country’s tradi- 
tionally all-male political arena. Last May, 
an Emiri decree granted Kuwaiti women 
their full political rights, allowing them to 
vote and contest the 2003 elections 
onwards. The decree, which requires 
Parliament’s approval, stunned activists 
and followed years of hopeful campaign- 
ing. 

Kuwait’s Information Minister, Dr. 
Saad al-Ajmi, says Kuwait needs to 
promote itself as a country of equal rights 
where law rules. “It is also important that 
we communicate openness and trans- 
parency of information in Kuwait”, a 
cosmopolitan country which is home to 
people of over 120 nationalities. 


“TO HELP ALLEVIATE POVERTY AND IMPROVE THE LIVES OF MILLIONS” 
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The Kuwait Fund for Arab Economic Development has 
become a major international source of aid on a scale 
far greater than its original ambitions. For almost 38 
years, the Fund has actively worked with govern- 
ments, banks, other development institutions and the 
people of 91 countries worldwide to help alleviate 
poverty and improve the lives of millions. 

“Nowadays we are working with all the continents in 
the world. We have financed 580 projects and have 
covered most of the sectors we'd like the Fund to 
cover,” says Bader al-Humaidhi, the Fund's director 
general. 

Kuwait realised early that for wealth to be enjoyed, 
it had to be shared. It began giving aid to poorer Arab 


countries as early as the 1950s. After independence in 1961, the 
Fund was established to assist those countries in developing their 
economies, particularly by providing loans and grants to facilitate 
the implementation of programmes. It was in fact the first aid 


agency to be established in the developing world. 


Higher oil prices in 1973 set the Fund in a new direction. 
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A tenfold increase in working capital meant it could 
expand its activities and open itself up to the entire 
developing world. Today, 54.9 per cent of its loans are 
distributed within the Arab World, 20.6 per cent to 
East, South Asia and the Pacific, 5.1 per cent to 
Central Asia and Europe, 9.3 per cent to West Africa, 
1.9 per cent to Latin America and the Caribbean, and 
8.2 per cent to Central, South and East Africa. 

All over the world, it has financed vital sanitation, 
water, electricity and telecommunication projects, the 
reconstruction of roads and airports, employment pro- 
grammes and projects to fight diseases such as river 
blindness. 

The Fund is allocated a budget every fiscal year 


but also invests repaid loans into the international market, gener- 
ating an independent source of revenue. It is a self-financed insti- 
tution meeting an annual commitment of US$600 million. 
Unaffected by fluctuating oil prices and government revenues, its 
annual commitment to the developing world was even 
expanded after the liberation when the state budget deficit 
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parcelling together different types of pur- 
chase. Expensively developed features, such 
as Amazon’s proprietary “one-click” buying, 
can be made to work across the entire range 
of goods it sells. 

Nor, according to Mr Bezos, is there any 
danger of Amazon becoming a dull general- 
ist. Like a diversified publisher, Amazon can 
offer expert advice and information in every 
category, with the best edi- 


admittedly, rivals—who think that Ama- 
zon’s insatiable appetite will be its undoing. 
They say the web, with its indifference to 
distance and place, is ideally suited not to 

general stores but to “category killers”. 
Whether it is eToys, eBay (auctions), 
cpNow, Outpost (computers and software), 
Home Depot, Reel.com (videos) or Gar- 
den.com, they and hundreds of like-mind- 
ed competitors think spe- 





torial teams lured by the 
promise of valuable share 
options and its ability to 
out-invest competitors. 

As for the worry that 
Amazon is stretching its 
elastic young brand too far, 
Mr Bezos argues that this is | 
to miss the point. Such is the 
sophisticatation of the | 
firm’s software that coming 
to Amazon will not be like 
entering the halls of a huge, 
soulless department store. It 
will be more like stopping 
by at a local shop where 
your every taste and preference is known. 
And the threat from Wal-Mart when it really 
gets going on the web? Not focused enough, 
retorts Mr Bezos; online and offline business- 
es are just not the same, 

Yet, compelling though the Bezos vision 
may be, there are signs of restlessness in the 
ranks of generally admiring Wall Street In- 
ternet analysts, five of whom downgraded 
their rating of the firm's shares after Ama- 
zon’s third-quarter results a couple of weeks 
ago. Among them was Henry Blodget of Mer- 
rill Lynch, who made his name last year by 
setting what seemed an impossibly ambi- 
tious share-price target for the firm, and was 
promptly proved right. 

Mr Blodget was upset by Amazon’s ap- 
parent unconcern in projecting a massive in- 
crease in future losses without a correspond- 
ing improvement in forecast revenues. Such 
nonchalance was becoming “numbingly 
routine”. At some point, he said, investors 
will tire of postponed gratification. Mr Blod- 
get worries that Amazon spends more to 
generate revenues than he ever thought pos- 
sible: whatever Mr Bezos says about syner- 
gies, Amazon seems to be facing decreasing 
returns to scale. Mr Blodget still supports 
Amazon's expansion and believes it will 
eventually pay off, but he is concerned that 
investors may not want to stay the course. 

Mr Bezos is not terribly sympathetic, 
suggesting that only those in for the long 
haul should invest. He acknowledges, how- 
ever, that Amazon has been amazingly free 
to spend money almost without limit—and 
that this freedom won't last forever, espe- 
cially if the firm continues to burn through 
capital at a rate of about $250m a quarter. 

What is more worrying is the possibility 
that Amazon may be going in the wrong di- 
rection. There are many—most of them, 
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Amazon's net sales 
% increase on a year earlier 350 





} cialists understand their 
customers better and can 
provide superior service 
and lower prices than a 
generalist such as Amazon. 
By coming together in vir- 
tual shopping malls organ- 
ised by portals such as Ya- 
hoo! and America Online, 
they argue, they can also 
offer web shoppers a great- 
er range of choice. 

Perhaps Christmas 
will provide some clues as 
to who is right. Jupiter 
Communications, an e- 
commerce market-research firm, expects 
Americans to buy $5 billion worth of pro- 
ducts on the Internet in November and De- 
cember—a few percent of total spending. By 
2003, when Jupiter predicts that Christmas 
e-spending will reach nearly $80 billion, 
there should be enough business for both 
Amazon and the best specialists to thrive. 
Assuming that Mr Bezos has not made a 
hash of things, Amazon may by then even 
have turned a profit. 
seein ee SOPIE NAA ROEDEN OEA EEE CE EC | 





Nuclear energy in Brazil 
ie ge 8 
Goin’ fission 


EARS of electricity shortages are mount- 

ing in Brazil. The economy is expected to 
grow by 3-4% next year, adding to the de- 
mand for electricity. But several years of low 
rainfall have cut the capacity of the hydro- 
electric dams that provide most of the coun- 
try’s power. The government is pressing 
ahead with licensing more than 20 new pri- 
vately built gas-fired stations, supplied with 
natural gas from the country’s own reserves, 
as well as by pipeline from Bolivia and Ar- 
gentina. And it has also dusted down a plan, 
originally dreamt up in the 1970s by Brazil’s 
military dictators, to create a large, self-suffi- 
cient nuclear-power industry. 

Most countries with nuclear power have 
stopped building new stations, which tend 
to cost more than alternatives, such as gas- 
fired generation, and to upset a public mind- 
ful of Chernobyl and other accidents. But 
Eletrobras, Brazil’s state-owned generator, 
will switch on its second nuclear station ear- 
ly next year and is seeking private capital to 
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build a third. It is also considering a couple 
more stations early in the next century. 

Up to now, foreign firms have taken care 
of crucial parts of Brazil's nuclear-fuel cycle, 
but ie, Eletrobras’s uranium-mining off- 
shoot, has just begun making its own fuel 
pellets. Itis also about to sign acontract foran 
isotope-enrichment plant, using technology 
that the Brazilian navy developed in the 
1980s to help power its submarines. 

The generals who ran Brazil after 1964 
planned to build and to fuel eight nuclear 
power stations by 2000. After the return toci- 
vilian rule, in 1985, the scheme was scrapped, 
leaving only one power station, which had 
already been completed, on the coast of Rio 
de Janeiro state. This station, Angra 1, with a 
capacity of 657mw, now provides just over 
1% of Brazil’s electricity. In 1996 work was re- 
sumed on Angra 2, a second station along- 
side it, which is twice as big and is due to start 
generating in February. 

Its electricity is badly needed. Demand 
in Brazil grew by an average of 4.4% a year in 
1990-98, outstripping cpr growth of only 
2.5%. The risk that shortages will cause a 
power cut is officially put at almost one in 
five this year. (In fact, much of heavily popu- 
lated southern Brazil suffered a blackout one 
evening in March, although it was blamed 
on a “freak lightning strike”). Brazil’s electric- 
ity consumption per head is still below the 
world average, so, barring a return to reces- 
sion, demand growth is unlikely to slow. 

At present more than 90% of Brazil's elec- 
tricity comes from hydroelectric dams. Al- 
though there are easily enough dammable 
rivers to double the current electricity sup- 
ply, many of the best sites are in remote 
Amazonia. Not only would this mean high 
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distribution costs; it would also flood large 
areas of rainforest. 

The government instead has a “priority 
plan” to approve more than 20 new gas-fired 
plants, increasing the country’s generating 
capacity by around 12% by 2003. Big reserves 
of gas continue to be found in Brazil, but 
much of this may find its way into domestic 
and industrial use. Argentina and Bolivia 
also have plenty of gas, but the Brazilian gov- 
ernment is wary of adding to the country’s 
big current-account deficit. 

That leaves nuclear power, which 
charms Brazilian import-substitutors much 
as it did European ones after the oil shocks of 
the 1970s. Ronaldo Fabricio, president of Ele- 
tronuclear, the nuclear-generating division 
of Eletrobras, boasts that Brazil's known re- 
serves of uranium could supply 30 stations 
like Angra 2 for 30 years—and only about a 
third of the country has been prospected for 
uranium. Both nuclear-power generation 
and nuclear-fuel production enjoy econo- 


South African farming 


mies of scale. For example, Brazil's govern- 
ment may be persuaded to order more sta- 
tions so as to make full use of ınB’s fuel- 
production line, which has capacity for 
more than two stations. 

But does a nuclear programme make 
sense? Nuclear power may struggle in Brazil, 
where the industry is being carved up and 
privatised so as to create a competitive mar- 
ket in electricity. The main problem is cost. 
According to official estimates, in Brazil’s 
newly competitive power market, new gen- 
erating plant needs to be able to produce 
electricity at around $30 a megawatt-hour if 
itis tomake money. 

Professor Adilson de Oliveira, an energy 
economistat the Federal University of Riode 
Janeiro, reckons that electricity from a new 
nuclear plant would cost 50-60% more than 
this—before counting the charges for dis- 
mantling nuclear stations at the end of their 
lives. Even if growing shortages of power 
push prices up, it would be wise not to rush 
into building more stations: before starting 
work on Angra 3, says Mr de Oliveira, Eletro- 
nuclear should see whether Angra 2 is free of 
the constant shutdowns that have plagued 
Angra 1. 

In other countries, nuclear programmes 
take on a life of their own. Brazil could go in 
the same direction. Eletronuclear has al- 
ready bought some equipment from Ger- 
many for the third station, Angra 3 (an exact 
copy of Angra 2). It would be such a waste 
not to make use of all that kit, would it not? 
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The Boers’ brave new world 


In 1996 South Africa embarked on a radical deregulation of farming. The 


gamble has paid off 


LEC ERWIN, South Africa’s trade minis- 
ter, has a dramatic, but little-known, 
story to tell delegates at the World Trade Or- 
ganisation meeting in Seattle at the end of 
this month. In one of the most profound up- 
heavals since the end of apart- 


farm economist who chaired a commission 
of inquiry that got deregulation going in the 
early 1990s. According to Mr Kassier, “at the 
back of our minds, we expected a tremen- 
dous uphill battle. But the way [farmers and 








heid, South African agricul- 
ture has been transformed 
from a coddled industry shel- 
tered by a panoply of protec- 
tionist devices, to a business in 
which the market sets almost 
all the rules. Mr Erwin could 
emerge in Seattle as a powerful 
campaigner for a new drive to 
liberalise world farm trade. 
The speed and smooth- 
ness of the revolution have 
made South Africa’s achieve- 
ment doubly remarkable. 
“There was a realisation that a 
gradual process would not 
work,” says Eckart Kassier, a 
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processors] have approached it is a credit to 
our agricultural industry.” 

The revolution on the farm is part of the 
broader transformation of South African so- 
ciety. Few groups wielded more power under 
apartheid than the Boers (Afrikaans for 
farmers).Cabinet ministers who did not own 
a farm themselves invariably had a close 
friend or relative who did. For more than half 
a century, farmer-dominated “control 
boards” oversaw the production, pricing, 
distribution and export of every important 
farm commodity, such as maize, wheat, 
meat and citrus—and some not-so-impor- 
tant ones as well, including dried beans, lu- 
cerne and sunflower seed. Supported by a 
web of subsidies, cheap loans, production 
controls, import quotas and pooled ac- 
counts, farming was a relatively low-risk and 
lucrative business. 

The democratically elected government 
that took power in 1994 has understandably 
been more anxious to please millions of 
black shoppers than 55,000 commercial 
farmers (almost all of them white). Reform 
started gradually. Under a new farm-market- 
ing act that was passed in 1996, all 16 control 
boards were abolished. Import quotas have 
largely been replaced with customs duties, 
and subsidies, tax breaks and other special 
favours for farmers scaled back. 

The results have been dramatic. Take 
Boetie Viljoen, who used to be fully occupied 
tending his 7,000 hectare (27 square mile) 
maize and cattle farm near Leeudoringstad 
in North West Province, and who protected 
farmers’ broader interests by serving on the 
Maize Board. Mr Viljoen had the foresight to 
buy a grain mill as deregulation was gather- 
ing pace. He has quadrupled its capacity over 
the past five years, as neighbouring farmers 
have sold him crops for processing. He has 
also hired a marketing expert and has learnt 
the intricacies of trading on the burgeoning 
South African Futures Exchange. The mill 
now makes more money than the farm, and 
Mr Viljoen leaves farming to his son. 

Farm co-operatives, once a bastion of the 
platteland, have also gained a new lease on 
life. Many have converted into limited com- 
panies, to raise funds for expan- 
sion and diversification. Some 
have listed on the Johannesburg 
stock exchange. Senwes, a for- 
mer co-op with sales of 4.6 bil- 
lion rand ($832m) last year, has 
spread its wings beyond South 
Africa by becoming one of the 
biggest firms in Mozambique’s 
cashew-nut inudstry. Avocado 
farmers have formed an export 
company and set up a sales of- 
fice in Paris. 

Broadening export horizons 
have also attracted foreign in- 
vestors. Parmalat, an Italian 
group, has bought two dairy 
businesses, giving it a 23% mar- 
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et 
y financial goals. And with more than 
$82 billion in assets under 
gz management, one of America’s 


strongest financial services compa- 
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ket share. Heinz has contributed know-how 
to a potato-chip joint venture with Senwes. 
Foreigners have bought stakes in at least 25 
Cape wine farms. Many have boosted their 
local economies by adding restaurants and 
bed-and-breakfasts. 

A recent study by Johann Kirsten from 
the University of Pretoria and Nick Vink 
from Stellenbosch University concludes that 
deregulation helped lower food prices by 
0.3%a year in real terms in 1995-98, compared 
witha rise of 4%a year over the previous four 
years. Registrations of new farm-related 
businesses soared from 895 in 1993 to 1,879 in 
1997. The study detects a shift from field 
crops towards higher-value horticulture and 
livestock farming. At the same time, as Mr 
Viljoen’s experience shows, grain is increas- 
ingly being stored and milled in rural areas, 
pushing up demand for skilled labour, and 
raising profits and wages. Mr Kirsten and Mr 
Vink think deregulation will also attract 
non-farm businesses, giving another boost 
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to the rural economy. 

Not surprisingly, the transition has been 
harder for some than forothers. Wheat farm- 
ers in the Western Cape, who used to send 
half their crop to the industrial heartland 
around Johannesburg and Pretoria, have 
been hit by the abolition of uniform, coun- 
trywide prices. High transport costs have 
made them uncompetitive, and their land is 
not well-suited to other crops. Tobacco farm- 
ers, who used to cohabit comfortably with 
the Tobacco Control Board, now have one 
big customer, Rembrandt, which has 
squeezed their margins. Fruit farmers com- 
plain that unscrupulous agents have dam- 
aged the reputation of their export-oriented 
industry by dumping poor-quality apples, 
pears and peaches on the European markets. 
Many farmers also miss the statistics, weath- 
er forecasts and other data that the well-or- 
ganised control boards used to supply. “Tm 
making more money,” says Mr Viljoen in 
Leeudoringstad, “but let me tell you, it’s a 


BUSINESS 


heavy task. If you make a mistake in your 
marketing strategy, it's going to cost you a lot 
of money.” 

Ironically, it is poor blacks who have suf- 
fered most in the transition. Farmers have 
moved towards more capital-intensive pro- 
duction and cut jobs. Black farmers, whose 
farms tend to be smaller, do not have the re- 
sources that helped many whites to reap the 
benefits of deregulation. 

South African farmers’ biggest gripe, 
however, is that their counterparts else- 
where—especially in America and the Euro- 
pean Union—continue to enjoy the fruits of 
protectionism. It isn’t just that subsidised ex- 
ports lower prices in international markets: 
even in its home market, dumped American 
and European goods are undercutting South 
African produce. When he stands up in Seat- 
tle, Mr Erwin should set out to make his rich- 
world counterparts feel very uncomfortable 
indeed. 
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The desert booms similar factories in South Africa. But Jannie 
Viljoen, the plant manager, expects it to 
catch up in a couple of years. Botswana's 
GABORONE i 
school-leavers are, on average, more liter- 
N EMPTY patch of desert the size of South Africa almost duty-free. Botswana ate and numerate than South Africa’s, so 
France, Botswana is not famous for also boasts lower corporate taxes, an ab- workers are not hard to train. 
much. Unlike many of its neighbours, it sence of exchange controls, simpler labour Despite the advantages of doing busi- 
has never grabbed the world’s attention laws and little of the violent crime that ness in Botswana, mcs has had problems. 
through famine orcivil war.Sinceindepen- prompts South Africans to fit their cars Part of this is down to slapdash manage- 
dence in 1966, Botswana has enjoyed sta- with alarms, satellite tracking devices and ment. Billy Rautenbach, founder of mcs 
bility, democracy and an economy that even flame-throwers. and its South Africa-based parent group 
has grown faster than that of any other Af- Botswana’sown unions, stillintheirin- and distributor, Wheels of Africa, is a mer- 
rican country. fancy, are much less confrontational than curial Zimbabwean entrepreneur who ne- 
This makes it an appealing place in their South African counterparts. With the _ glected his car factory last year, when he 
which to produce cars. Both Hy- started instead to concentrate on 
undai of South Korea and Volvo of F | new mining interests in Congo. 
Sweden have licensed a local firm, Costs spun out of control and, 
Motor Company of Botswana early this year, mce tottered close 
(mces), to assemble cars in Gabo- to bankruptcy. Frantic negotia- 
rone, the capital. mcs started in tions with its bankers enabled the 
1993, turning out cars from “semi- firm to restructure its debts. Clos- 
knocked down” kits. In March last er supervision was imposed, in 
year it began to assemble vehicles the shape of Reinhard Kunstler, a 
from scratch. A private company, former BMw man, who was made 
MCB reveals little about its opera- chief executive of Wheels of Afri- 
tions, but it says it expects to make ca’s automotive businesses in 
12,000-15,000 cars this year, quick- February. Mr Kunstler insists that 
ly increasing output thereafter. MCB is out of danger—although, 
That bothers labour unions in without published accounts, it is 
neighbouring South Africa; but hard to know if this is true. 
not as much as the fear that the In the longer run, mce is vul- 
country’s own car industry may as — nerable to events in South Africa. 
move to Botswana. The unions Gearing up for exports Almost all of its sales are to its gi- 
have good reason to be worried. ant neighbour. A tweak to South 
Although Botswana’s market is tiny—its South African motor industry laying off Africa's complex system of tariffs and ex- 
15m people buy only about 700 cars a workers because of overcapacity and fall- port subsidies could wipe out its profits. 
month—Gaborone is closer to Johannes- ing tariffs, unions stage strikes frequently Worse, after decades of isolation and high 
burg, Africa’s biggest concentration of mo- and talk of “war” with employers. And tariffs, South Africa already has more car 
torists, than are most South African cities. | manufacturing wages in Botswana are less makers than its stagnant market can sup- 
Under the rules of the Southern African thana third of those in South Africa. port. And yet, if mcp’s factory is to operate 
Customs Union, a fledgling free-trade area, Admittedly, productivity isonly about at its full capacity of 60,000 cars a year, it 
cars made in Botswana can be exported to half as high at mce’s Gaborone plantas at has tosteal a lot of sales from other brands. 
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Strength in numbers 


Jim Copeland, the new chief executive of Deloitte Touche Tohmatsu, manages 85,000 staff in 132 
countries. And he isn’t done yet 


MAGINE a game plan for one of the “big 

five” accounting and consulting firms. It 
could probably be reduced to two proposi- 
tions: “be everywhere, do everything”. They 
walk alike, they talk alike. They are less visi- 
ble than Walt Disney or Coca-Cola, but that 
is because their consumers are other firms. 
They have bet just as heavily on globalisa- 
tion as any-consumer-goods firm—and they 
have won as handsomely. Delivering pro- 
fessional services in a standardised way 
around the world, they have become all but 
indispensable to big international firms. 

By now they have more or less achieved 
the aim of being everywhere. Deloitte Tou- 
che Tohmatsu is one of the smaller of the big 
five, but it has 85,000 people scattered across 
132 countries, producing revenues of $11 bil- 
lion in the past year. “I certainly would not 
say that we are through with expanding geographically,” says Jim 
Copeland, Deloitte’s chief executive since June. “But by and large 
we are in the significant markets of the world. There are few places 
left.” Which may be a relief: in one week in October, Mr Copeland 
visited Kuala Lumpur, New York, Nice, Paris and Monaco before 
winding up ata partners’ meeting in Brussels. 

As for doing everything, the big five are still best known for 
their accounting and auditing work. This happens to be Mr Cope- 
land’s background: he made his name running Deloitte’s audit 
practice in Atlanta, Georgia, and later became managing partner 
of the group’s American business. But after two decades of diversi- 
fication, auditing contributes less than half the firm’s worldwide 
revenues. Deloitte and its rivals can plumb in your software, man- 
age your real estate, rewrite your group strategy or (local law per- 
mitting) even head-hunt your chief executive with equal alacrity. 
They are scrapping with 1B to explain e-commerce to you. 

They are now hoping to add corporate law, an industry worth 
$100 billion a year in fees—if the American Bar Association, whose 
members are divided on the issue, will let them. “I don’t think you 
can interest lawyers in being managed by accountants”, says Mr 
Copeland. “But Ido think youcan interest lawyers in being affiliat- 
ed toa big five professional firm. The lawyers’ clients are asking for 
the same thing our clients are asking for: global, seamless service.” 

Law is the last frontier for the five. They 











to conflicts of interest and to leaks of confi- 
dential information. They may even split 
the legal profession in two: big corporate cli- 
ents will pair off with the big-five firms, 
leaving independent law firms with private 
clients only. Mr Copeland concedes that the 
“edges and issues” must be worked 
through. But he claims to believe the legal 
profession will gain at least as much as ac- 
countants from new rules, and he insists 
ways can be found to give them enough 
freedom. “You can easily see a client looking 
at the legal firms and saying: ‘you know, | 
really want to use one firm that can deliver 
service wherever we need it in the world’. 
The best way to accomplish that could be an 
association with one of the big five. Much of 
the infrastructure is already in place.” 

Yet adding lawyers may make the big 
five firms even harder to run than they are already. Good lawyers 
tend to be loners, or, at best, small-team workers. Bringing them in 
can only increase the contradictions in trying to deliver diverse be- | 
spoke services on a global scale, following local rules in a standar- 
dised way. Small wonder that restructuring is a permanent feature 
of big-five life. The most traumatic has been the acrimonious di- | 
vorce between Arthur Andersen and Andersen Consulting, two 
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halves of what was once a single firm, which may be completed 
next year. PricewaterhouseCoopers may now float off its consult- 
ing arm. At Deloitte, one reason Mr Copeland travels so much is to 
smooth the way for a new “global management structure” that 
will reduce the sovereignty of country bosses and local partners. 


Famous five 


But permanent upheaval is a small price to pay for keeping a grip 
on such a valuable industry. The big five are, in effect, the back of- | 
fice of the global markets, and those markets may be starting a | 
long-term boom. Lowell Bryan and Jane Fraser, at McKinsey, a 
consultancy, argue in a recent McKinsey Quarterly that “truly glo- | 
bal markets” may multiply more than 12-fold in value by 2027, | 
from $6 trillion to $73 trillion, as they push up their share of world 
cpr from 20% to 80%, and as globalisation rolls on. They cite chemi- 
cals, food, health care, mass media and telecoms as industries for 
which single worldwide markets are evolving 





have sent raiding-parties across it already. All CG 


have links to law firms around the world. All 
have lawyers advising on tax and intellectual 


World economy 


Global snowball 


thanks to political and technological change. 
Mr Copeland is more cautious. He thinks 
that in the long run the market “is not going to 





property. Ernst & Young, one of the big five, is 
even setting up an “independent” law firm in 
Washingotn, pc, called McKee Nelson Ernst & 
Young. Law firms themselves are going global, 
through links and cross-border mergers. But 
the big five cannot offer a full legal service in 
America, home to their biggest clients, because 
ABA and state rules stop lawyers sharing profits 
from legal practice with other professionals. 
That is the rule the big five are trying to change, 
opening the way to “multidisciplinary partner- 
ships” that offer clients true one-stop shopping. 

Opponents say such partnerships will lead 
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sustain anything like” the 22% growth that De- 
loitte enjoyed last year. If it does, the work in 
adding, training and retaining the right staff 
will become “overwhelming”. | 

But then again, who really knows? “Today 
we havea voracious appetite for peopleinelec- | 
tronic commerce,” acknowledges Mr Cope- | 
land. “And if you had asked me ten years 
ago... would have said: What is electronic 
commerce?” A few more breakthroughs in bio- | 
technology, he says only half-jokingly, and ten | 
years from now his successor may be in the 
market for a few thousand doctors. i 
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101 deals, US$35 billion raised 
in the global equity capital markets 


Our ability to find innovative 


financial solutions in today’s 
complex capital markets is 
just as vital to clients as our 
successful track record. 


To us, performance means 
one thing ~ delivering 
superior results for our 
clients, another reason 
why Deutsche Bank is 
leading to results, 
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That's performance from the world’s Not- : 
investment bank for capital-raising* 


leading to results™ 


Deutsche Bank [Z] 











You're a major player in the securities 
markets worldwide, so when it comes to 
trading, you know what you need. 

Liquidity. 

A world of buyers and sellers — ready 
to trade. And when you're trading elec- 
‘tronically, you know the place to come 
for global liquidity. 

Instinet. 

We give you electronic access to some 
of the broadest, deepest — most liquid — 
trading opportunities around the world. 


cInstinet Corporation, all rights reserv 


What’s more, we don’t have our 
own portfolio so we never compete 
with your trades or take a position 
against you. 

Our only goal is to help you get the 
fastest trade at the best price — and we 
handle the follow-up automatically. 

All of which can add up. to. better 
performance. 

For information, call our international 
freephone number +800 INSTINET (+800 
4678 4638) or visit www.instinet.com 


Asin agency broker, Instinet does not come between its clients and the best price. We do not commit capital, make markets or make profits on spreads. ©1999 
STINET and the INSTINET marque are-registered service marks and “Instinet’ is the marketing name for instinct 


Sorporation, member NASD, dnd Instinet U.K. Limited regulated in the UK. by the SEA. 





The bigger the crowd, 
the better the performance. 


E Instinet 


A REUTERS Company 


Nothing comes between you 
and the best price.“ 
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Exchanging places 





The race is on to create a pan-European stock exchange 


T A meeting of European stockmarket 
types in London in late September, one 
former executive of the London Stock Ex- 
change (Ls) made his staid-sounding busi- 
ness sound like “Jurassic Park”. He mused, in 
worried fashion, that Nasdaq, an American 
exchange famous for its high-tech compa- 
nies, was a velociraptor—a fast-moving 
predatory dinosaur. In contrast, he claimed, 
the Lse was a 200-year old elephant; its chal- 
lenger, Tradepoint, a privately held electron- 
ic exchange, was a juvenile mouse. As for the 
New York Stock Exchange (Nyse), it was 
more of a lumbering Tyrannosaurus rex. The 
implication was clear: traditional exchanges 
are fighting for survival; technological 
change and global financial integration 
threaten them with extinction. 

In early November battle was joined. A 
mere 36 hours after Britain's chancellor, Gor- 
don Brown, had launched the tse’s tech- 
MARK exchange (its answer to Nasdaq) he 
welcomed Nasdaq and its backers to Lon- 
don. They were an alliance to strike fear into 
traditionalists’ hearts (lexicographers’ not 
least): epartners, the venture-capital fund of 
Rupert Murdoch's News Corporation; Vi- 
ventures Capital, a fund controlled by Vi- 
vendi, a French conglomerate with interests 
ranging from sewage to the media; and Ja- 
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pan’s Softbank, a media and Internet group, 
which has recently teamed up with Nasdaq 
to launch an exchange in Japan. 

Mr Brown’s apparent two-timing of the 
Ls reflected frustration with two of its short- 
comings. It has so far failed to provide a vi- 
brant market for small and high-tech com- 
panies. And attempts, led by the tse and 
Frankfurt’s Deutsche Börse, to integrate eight 
of Europe’s stockmarkets into a pan-Euro- 
pean exchange have made little progress 
since the two exchanges unveiled their alli- 
ance in July last year. 

Despite the hoopla surrounding Nas- 
daq’s announcement, Europe’s exchanges 
have so far reacted calmly to the new threat. 
Certainly, Nasdaq-Europe sounds impres- 
sive. Nasdaq says that investors who trade 
on it will also be able to deal in shares liste 
on its American exchange and, when it is up 
and running, its Japanese one as well. And 
they will, moreover, be able to trade on Nas- 
daq-Europe over the Internet. And it says 
thatall this will come cheap. 

Quite how cheap is hard to say. Nasdaq- 
Europe will differ in many ways from its 
American progenitor. In New York, Nasdaq 
operates a market-making system—one in 
which dealers guarantee to provide bid and 
offer prices in listed shares, Nasdaq-Europe, 


in contrast, will apparently use both a cen- 
tral limit-order book, in which orders are 
automatically matched, and a market-mak- 
ing system—and it is unclear how the two 
will mesh together. 

Moreover, say Europe’s exchange bosses, 
Nasdaq's technology, though more sophisti- 
cated than the floor-trading on which the 
New York Stock Exchange is based, is less ad- 
vanced than that used by most European ex- 
changes (although this month’s shutdown of 
the Swiss stock exchange for a day-and-a- 
half might cast some doubt on these claims). 

The day after Nasdaq’s announcement, 
Jean-Francois Théodore, the boss of the Paris 
bourse, regaled a meeting of European secu- 
rities regulators with a story about visiting 
American journalists. They asked when the 
French would bring in such new-fangled 
ideas as demutualisation, electronic and 
anonymous trading, trading and a central 
limit-order book, only for Mr Théodore to ri- 
poste that the French introduced all of them 
a decade ago. Even the ancient se broughtin 
an order-book two years ago. It is also work- 
ing feverishly on plans to shed its mutually 
owned structure early next year, followed, 
later, by a listing of its shares. 

Bosses at the Lse point out that Nasdaq 
has had problems bringing itself up to date. It 
has twice failed to introduce order-book 
trading into its American home market. It 
has recently emerged from a bruising inves- 
tigation into its market-makers’ pricing prac- 
tices by its ultimate regulator, the almighty 
Securities and Exchange Commission. And 
because of the inefficiencies of its quote-dri- 
ven system, electronic exchanges, known as 
ECNS, have snapped up a hefty 30% of Nas- 
daq’s turnover. 


Repelling boarders 

European exchanges point out that Nasdaq 
has not yet developed the technology it is 
talking about. And getting around different 
rules and regulations, varied laws and a ca- 
cophony of languages will be no easier and 
take no less time just because Nasdaq is 
American. Even if all goes well, Nasdaq-Eu- 
rope will not begin trading until late next 
year. By then, the eight-member exchange 
alliance led by the tse and the Deutsche 
Borse, they say, should (finally) have intro- 
duced acommon access-point for brokers in 
eight European countries to trade shares on 
any member exchange in the same way. 
That is highly questionable: their progress so 
far would make a snail blush. 

Still, many worry that Nasdaq, though 
promising a unified pan-European stock- 
trading system, instead threatens to frag- 
ment the market. Nasdaq's boss, Frank Zarb, 
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talks of persuading leading securities houses 
to become shareholders, but it was notable 
that none had signed up in time for the 
launch, even though Nasdaq had discussed 
the idea with the top 15 or so a fortnight be- 
fore its announcement. 

One equities boss at a big American in- 
vestment bank expresses a widespread feel- 
ing: “It’s not clear we need another market in 
Europe...what we need is a central market.” 
Worse, the trading model for Nasdaq-Eu- 
rope, seemingly aimed at the swelling ranks 
of online investors, might eat into the bread- 
and-butter of those self-same big securities 
houses. Europe’s stockbrokers, in contrast, 
tend to earn their fees from European issu- 
ers, who are now eager for access tocash-rich 
American investors. Gordon Brown is much 
more concerned about them than he is 
about online investors. 

In the years when Nasdaq was mulling 
over its European foray, new beasts emerged 
from the undergrowth. And some feel that 
they now rule the jungle. “There is something 
like Nasdaq in Europe. It’s called Neuer 
Markt,” says one German haughtily. True, 
Nasdaq has distinct advantages, notably its 
brand. And it has aggressively exploited the 
success of companies listed there, such as 
Microsoft, Cisco and Intel, to promote itself 
as the exchange of choice for initial public of- 
ferings (ros) and the place to list and trade 
technology shares. 

But since the Neuer Markt’s launch in 
March 1997, with rules designed to appeal to 
the international investor (such as the use of 
English, American or international account- 
ing standards and quarterly reporting), Nas- 
daq has seen its European listings tail off. 
The Neuer Markt is the dominant partner in 
a five-member grouping of new exchanges 
called Euro.nm. It has well over half the 
group’s 331 listings and more than four-fifths 
of its combined market capitalisation, even 
after a recent cooling in the overheated valu- 
ations of some of its listed shares. 

Nasdaq's previous attempts at incur- 
sions into Europe have met with scant suc- 
cess. It has had a London office for a decade. 
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| OU are a decent investment bank, 

whose honest bankers toil all hours to 
monopolise the mergers and acquisitions 
(maa) market in Europe. You are advising 
a firm on a takeover when the target cries 
foul—for the trifling reason that you had 
previously advised a company that sold 
one of its subsidiaries to that target. 

This is what happened to Goldman 
Sachs on November 15th, when Mannes- 
mann, an engineering and mobile-phone 
conglomerate, managed to persuade a 
British court to grant an injunction tempo- 
rarily stopping the American bank from 
advising Vodafone AirTouch, a rival mo- 
bile-phone operator that wants to buy it. 
Goldman had advised Hutchison Wham- 
poa, which owned Orange, another mo- 
bile-phone firm recently acquired by 
Mannesmann. Goldman, said the Ger- 
| man firm, had too much confidential in- 
formation about it. And it claimed that 
Goldman had promised not to advise any 
firm that made an unsolicited bid for 
Mannesmann. 

Tosh, said Goldman: there was no 
conflict of interest (it says the people who 
advised Orange do not talk to those advis- 
ing Vodafone), and it gave no guarantees. 
Besides, one of Mannesmann’s advisers, 
Morgan Stanley Dean Witter, had advised 
AirTouch when it was bought by Voda- 
fone earlier this year. On November 18th 
the high court threw out the Mannes- 
mann case; Goldman promptly returned 
to advising Vodafone. But even so, many 
(investment bankers among them) agree 
that conflicts of interest at investment 
banks are rising—above all in Europe. 

One reason is that European M&A 
business is booming. In the third quarter 
of this year, maa dealsin Europe were, for 
the first time since 1993, worth more than 
those in America. Notonly has there been 
a record number of deals (143 so far this 
year, more than all of last year put togeth- 





er), but they are getting bigger. For invest- | 
ment banks such deals are fantastic mon- | 
ey-spinners. In Europe, many are now 
going to American firms. Since these have | 
done masses of deals in America, Euro- | 
pean companies, attracted by their expe- 
rience and expertise want their advice too, | 
especially in cross-border deals. | 
But there is acatch. Lately, some 60% of 
deals have been in three areas: energy, fi- 
nance and high-tech. As everybody snaps 
up everyone else, it becomes more likely 
that, having advised one side in one deal, a 
bank will later advise a future competitor. 
That may not be a problem when mergers 
are friendly. But hostile bids are another 
matter—and some 17% of bids this year in 
Europe have been hostile. | 
Nor is this the only areain which con- | 
flicts of interest seem to have become 
more acute. Ashanti, a gold producer, 
nearly went bankrupt because of deriva- 
tives it bought from, among others, Gold- 
man Sachs. Who is helping the firm to 
fend off its creditors? Er,Goldman. | 
And as investment banks plunge into 
M&A, their equity analysts are coming un- 
der increasing pressure not be nasty about | 
potential clients in their research. If they 
publish any, that is. So busy are most in- 
vestment banks, after Bank of Scotland's 
bid for National Westminster Bank, that 
finding an analyst able to comment on 
British banking is about as easy as finding 
British beef on a French dining-table. 











It took a small stake in EASDAQ, a Brussels- 
based exchange that was also designed to be 
the Nasdaq of Europe when it was founded 
in 1996 (though Mr Zarb now takes care to 
stress how tiny that stake is). And, in June 
last year, it said that it might form an alliance 
with Deutsche Borse, though that plan fell 
through within weeks. 

Indeed, it is, ironically, EAspag that has 
most to fear from Nasdaq's arrival. Ridiculed 
by rivals as “BAspaQ” because of the pre- 
dominance of Belgian companies among its 
listed shares and of Belgian brokers among 
its traders, it has failed in its initial strategy of 
attracting new offerings of shares. It has just 
raised new finance, and has shifted its strate- 


gy to one of competing with the London- 
Frankfurt alliance. Nasdaq’s arrival might 
make that difficult. 


Clearing things up 

Nasdaq’s advent may yet have the effect that 
the arrival of Americans so frequently does 
in Europe: to persuade centuries-old ene- 
mies to huntina pack. Take clearing and set- 
tlement, which, in contrast to Europe’s trad- 
ing systems, is genuinely Jurassic. Securities 
houses are more concerned about the confu- 
sion in the back office than they are about 
the more public squabble over trading plat- 
forms. For good reason: maintaining a diver- 
sity of settlement systems is hugely expen- 
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sive. Securities firms would love to emulate 
America, which has just two share deposito- 
ries, compared with Europe's 31. 

In May, Euroclear, one of Europe’s two 
big international bond clearers, whose oper- 
ations are run by J.P. Morgan, came up witha 
proposed “hub and spokes” model for ratio- 
nalising European clearing. This model was 
favoured by users--to the extent that they 
put pressure on Euroclear’s arch-rival Cedel 
to merge with it. But because Euroclear was 
run by an American bank, J.P. Morgan, Ce- 
del accelerated talks with the French and 
German national equity and bond clearers, 
Deutsche Börse Clearing (psc) and Sicovam. 
So it unveiled a “European solution” a few 
weeks later. Euroclear eventually saw the 
writing on the wall, and announced in Sep- 
tember that J.P. Morgan would bow out of its 
ownership and management over the next 
three years. 

This anti-American instinct should, at 
the very least, speed up the general consoli- 
dation among stock exchanges that dealers, 
investors and issuers heartily desire. London 
and Frankfurt know that if their progress 
slips in any way, Nasdaq may eat them for 
lunch. The Swedish and Danish stock ex- 
changes, which have remained outside the 
core alliance, will accelerate their efforts to 
attract fellow Nordic exchanges, such as Fin- 
land and Norway, as well as Iceland and the 
three Baltic countries into their little partner- 
ship. Euro.nm hopes that the four Nordic 
countries, observers in the Euro.nm club, 
will come in from the cold. 

Nasdaq’s arrival, in short, may indeed 
hasten the creation of a pan-European stock- 
market. Sadly for Nasdaq, however, it will 
not be the one. 
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Hedge funds 
Growing up 


ae past few years have not been kind to 
the hedge-fund industry. Many funds 
were scalded by the bond-market debacle in 
1994; even more were badly burned—some 
fatally—by last year’s turmoil in the finan- 
cial markets, when Long-Term Capital Man- 
agement, one of the biggest, had to be res- 
cued by its bankers. Those two events help to 
explain why hedge funds in general have 
done badly in recent years. A new hedge- 
fund index, launched this week by Tremont 
Advisers, a research firm, and Credit Suisse 
First Boston, shows just how badly. But the 
mere fact of its creation also points to an in- 
dustry trying to spruce up its image. 

Unlike existing indices, the new one (and 
its nine sub-indices) will be weighted by as- 
sets; the big funds in George Soros’s stable, 
for example, will carry a much bigger 
weighting than smaller fry. This should give 
a better idea of how the overall industry has 
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performed. As the chart shows, in the past 
five years, investors would have done better 
to pop their money into the Standard & 
Poor’s 500. Doing so would also have been 
less risky, because the sar has been less vo- 
latile. Some of the most illustrious funds 
have done worst. At Tiger, for example, poor 
bets and withdrawals by investors have 
meant that assets under management have 
fallen from some $20 billion last year to $8 
billion today. 

More openness might help. Traditionally 
secretive to the point of paranoia, hedge 
funds are beginning to be less so. To be in- 
cluded in the index, hedge funds must have 
audited accounts and guarantee to provide 
monthly data. Astonishingly, nearly all of 
the top funds have agreed to do so. Even 
John Meriwether, who ran the super-secre- 
tive rrem and is now trying to launch anoth- 
er hedge fund by the end of the year, has 
asked what he would need to do to have his 
fund included in the index. 

Openness should make the cost of fin- 
ancing positions less exorbitant than it has 
been. Scarred by rrem, banks have become 
less willing to lend to hedge funds, which 
provide them with only minimal informa- 
tion about what they are up to. An analyst at 
one big investment bank reckons that, since 
August last year, the amount of finance it 
provides to hedge funds has fallen by 90%. 

Another reason for greater openness is 
that hedge funds are trying to attract more 
money from institutional investors, not just 
the rich individuals who have been their tra- 
ditional source. Institutions, they think, will 
take a longer-term view, and so not upset 
their trading strategies by pulling out their 
cash in bad times. But they will demand 
both better information and benchmarks to 
measure performance. In return, they will 
bring a certain respectability. Although the 
World Bank has invested its pension money 
in hedge funds for the past 20 years (and 
now invests some $50m in them), the Cali- 
fornia Public Employees’ Re- 
tirement System (CALPERS) 
caused a stir in August when it 
announced plans to invest 
some $2.5 billion in hedge 
funds and other alternative in- 
vestments. Other institutions 
are, as a result, starting to sniff 
around. 

Institutions may be loth to 
invest in a fund that is, in es- 
sence, a one-man show. That 
means that hedge funds need 
to hire more good traders—and 
keep them. Many successful 
ones leave to set up their own 
funds. The main way in which 
hedge funds are seeking tocon- 
vince investors that they are 
not the creature of a single star 
trader is to hire top Wall Street 
types to run the business side. 
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Tiger has poached Philip Duff, who was 
chief financial officer at Morgan Stanley 
Dean Witter; Mr Soros hired Duncan 
Hennes, an erstwhile treasurer at Bankers 
Trust; and Tudor Investments brought in 
John Macfarlane, a former treasurer of Salo- 
mon Smith Barney. “They are being brought 
in to turn what were personal fiefs into prop- 
erly managed companies,” says a boss atone 
big investment bank. It is, says Nicola Mea- 
den, whoruns Tremont in Europe, almost in- 
conceivable for any fund set up in the past 
two years not to have a business manager. 

Perhaps funds should cut their fees too. 
Although a few have turned in stellar perfor- 
mances, not one of the nine index categories 
has outperformed the sap in the past five 
years. Since these indices are net of fees and 
the fees are so high (typically a 1% manage- 
ment fee and 20% of all profits), reducing 
them would gee up their performance. As 
Byron Wien, a strategist at Morgan Stanley 
Dean Witter, scathingly told a recent confer- 
ence: “Most hedge funds don’t deliver the 
sott of performance to charge 20% fees... 
they are lucky there are so many dumb rich 
people out there”. Institutions, presumably, 
will be rather cannier. 
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Portuguese banking 


Tordesillas 
revisited 


FTER five months, one of the bitterest 
battles in Europe’s banking market may 
be over. On November 15th, Portugal’s fi- 
nance minister, Joaquim Pina Moura, un- 
veiled a complex deal under which Spain's 
Banco Santander Central Hispano (BSCH) 
will take over two banks within Mundial 
Confiança (mc), a financial group controlled 
by Antonio Champalimaud, Portugal's rich- 
est man. The deal averts an awkward show- 
down between Portugal and the European 
Commission. The commission had lodged a 
complaint against Portugal at the European 
Court of Justice, for blocking the Spanish 
bank's first deal with Mr Champalimaud. 
As part of the new deal the rest of mc— 
an insurer and two more banks—will go, 
supposedly temporarily, to the state-owned 
Caixa Geral de Depositos (cep), the coun- 
try’s biggest savings bank. Under the earlier 
agreement, Bsc would have bought 40% of 
the Champalimaud group, and gained oper- 
ating control over all four banks. But the gov- 
ernment scuppered that deal by limiting the 
entire Champalimaud/sscu stake in Mc (of 
just over half) toa voting weight of just 10%. It 
claimed that sscu had not asked permission 
before making its bid, thus violating Euro- 


pean rules about control of 
insurance groups. Non- 
sense, replied Mario Monti, 
then Europe’s commission- 
er for the single market. This 
was a cut-and-dried case of 
Portugal's flouting Euro- 
pean rules about free cross- 
border movement of capi- 
tal. 

Although hailed as a 
victory for Europe's single 
market over national self- 
interest, the compromise 
may be more important asa 
vindication of minority- 





to buy out the minority 
shareholders at all levels. It 
hoped, cheekily, to gain 
control over mc next 
month by holding the vote 
while restrictions still ap- 
plied to the Champali- 
maud shareholding. scp 
helped the minorities win 
their battle: — Portugal’s 
stockmarket regulator is in- 
sisting that all shareholders 
now be treated equally. It 
may now try to bid for Ban- 
co Pinto e Sotto Mayor, the 
jewel in Mc’s crown. 


shareholder rights—too of- Joaquim’ s Spanish steps For its part, BsCH claims 


ten ignored in continental 

Europe. The original deal stank. Under it, 
BSCH had agreed to swap around 1.6% of its 
shares, then worth about €600m ($620m), 
for the stake in the Champalimaud holding 
group, whose largest asset is its shareholding 
in Mc. The price of around €60 per share im- 
plied a premium of more than 100% over 
mc’s share price. Yet BsCH insisted that this 
whopping premium would not buy it con- 
trol, since Mr Champalimaud’s family 
would have retained a majority on the 
board. 

That, presumably, was Bscu’s excuse for 
not extending their offer to minority share- 
holders. Banco Comercial Portugues (BCP) 
then stepped in with a rival offer, of just €50 
per share. It was lower, but scp did promise 


to be happy with the new 
deal,on the ground that control of two banks 
is worth more than part-control of four plus 
an insurer in which it had little interest. Un- 
doubtedly, the deal is not as good for BscH as 
the previous one, but it still appears to come 
off better than Caixa. The Spanish bank will 
pick up a further 10% of Portugal's bank-de- 
posit market, for €2.1 billion, against Caixa’s 
additional 7%. 

Yet the real winner in all this is Mr 
Champalimaud, a wily octogenarian who 
has now made two fortunes. Instead of get- 
ting a fat premium on only 40% of his shares, 
he gets one on the lot. Not all Portuguese, it 
seems, come off worse from encounters with 
their big neighbour. 











Busted, flush 


moscow 


UCKY Russia. An extra $2 billion a year is 
flowing into official coffers thanks to 
higher oil prices, and, despite its unpaid 
debts, it will keep most of it. Few delin- 
quent debtors enjoy such freedom with a 
windfall. After a financial crisis in August 
last year, Russia defaulted on $32 billion- 
worth of restructured Soviet-era debt, 
known as prins and rans. Now talks with 
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the London Club, representing private 
lenders, have produced an offer from Rus- 
sia. If allowed to write off up to 40% of the 
nominal value of the debt and given a grace 
period, it will back the rest with a sovereign 
guarantee, that it currently lacks. This 
would transform the status of the debt. 

This is good news for those who 
bought the debt when it was cheap—a cat- 
egory that probably includes some well- 
connected Russians. Some note that the 
debt’s price started to rise again on October 
25th, when Alexander Shokhin, an influen- 
tial politician, made remarks about bank- 
rupting the borrower, Vneshekonombank. 
The Russian proposal is, however, less 
good news for other creditors, especially 
the governments that lent the Soviet Union 
some $70 billion and are now trying to get 
some of it back through the Paris Club of 
official creditors. 

The London Club did not leap at Rus- 
sia’s offer, which demonstrated three 
things about its thinking on debt. One is 
that a potential lawsuit—in this case 
prompted by an interest payment due on 


December 2nd—concentrates Russian 
minds. American hedge funds have 
bought a chunk of the prins and IANS, 
which earlier had been held mostly by 
commercial banks. “It was the threat of le- 
gal action from New York that carried the 
day—the banks are spineless,” says Parvo- 
leta Shtereva, a specialist in Russian debt. 

Second, Russia’s attitude to its debts is, 
to put it mildly, casual. The default came at 
a time when the country was facing bank- 
ruptcy. Now tax collection is booming. 
Russia could easily pay the $1 billion debt 
service that is due on the London Clubdebt 
this year (after all, it can afford to spend at 
least that much on the war in Chechnya). 

Third, Russia expects to get away with 
it. France and Germany had urged the Lon- 
don Club not to agree to debt forgiveness, 
because of the unfortunate precedent this 
would set for Paris Club debt. Actually Rus- 
sia is hoping for even better terms from 
sovereign lenders. It wants at the very least 
to improve on terms offered Poland in its 
1994 rescheduling of communist-era debt. 
Some Russians hope for a deal similar to 
the even more generous one available to 
near-bankrupt African countries such as 
Côte d'Ivoire. Perversely, that would be a 
source of pride in Moscow. 
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The right signals in telecoms, 


internet and satellite. Worldwide. 


In few industries is change both as profound and as fast as communications. ING Barings is 


very much at the forefront of this change bringing specialised industry experience to bear in a 


large number and variety of recent transactions worldwide, from raising finance for emerging 


competitors in deregulating European and U.S. markets to Internet IPOs. In communications, 


-ANG Barings has the expertise where it counts - in the field. For additional information, contact 


‘David Hudson in Hong Kong on 852 2848 8488 or visit us at www.ingbarings.com 
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Viatel Inc. 
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Pannon Finance B.V. 


€125 milion 


High Yield Offering 
Lead Manager 


Communications, Inc. 


US$217 million 
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Versalel Telecom 
International ALV. 


€212 million 


initial Public Offering 
Co-Lead Manager 


ING Barings 


MindSpring 
Enterprises, inc. 


US$245 miflion 


Acquisition of the US 
operations of Netcom 
On-Line Communication 
Services, Inc. 


Adviser 


ING Barings  Februa 


ING Barings is the organisation and trade name used by ING Bank N.V. and certain of its subsidiaries for the conduct of international corporate and investment banking business. ING Bank NV, is part of ING Group, 


one of the largest integrated financial services organisations in the world. 
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Telefonica S.A. 


US8280 million 


Sale of Telecomunicaciones 
Marinas, 
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EchoStar 


Communications 


Corporation | 
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Loral Space & 
Communications Ltd. 


US$350 million 


Senior Notes 
Co-Ma 
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Natural selection at work. 


The challenge of digital imaging is not to show 
greener grass, a bluer sky or brighter carrots than 
we see on earth. Canon’s approach is different. 

We believe a natural-looking image is best. Natural 
textures. Natural lines. Natural colours. From capture 
to connection to output, Canon's digital imaging 
technology shows you the world as you see it. 


http:/Awww.canon.com 
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Corporate finance 


Shares without the other bit 


NEW YORK 


In corporate America, paying dividends has gone out of fashion 


667 HE only thing thatgives me pleasure”, 
John D. Rockefeller once said, “is to 
see my dividends coming in.” How much 
fun would Mr Rockefeller have nowadays? 
If the tycoon invested in the modem equiva- 
lents of his own Standard Oil, he would be 
owning shares in such corporate stars as Mi- 
crosoft, Cisco, Sun Microsystems, Dell, and 
America Online. But, like most American 
companies today, none of 
these has ever paid a divi- 
dend, nor has plans todo so. 
In the 1950s, nine out of 
ten American companies 
paid dividends. Today only 
one in five does (see chart). 
Dividends are disappearing 
so fast in America that Eu- 
gene Fama and Kenneth 
French, professors of fin- 
ance at the University of 
Chicago and the Massachu- 
setts Institute of Technology 
respectively, have looked 
into the phenomenon. 

Part of their explana- 
tion for itis straightforward: 
the sorts of companies that 
are traded on America’s 
stockmarkets have changed 
radically. Until the early 
1970s, an exchange listing 
was, by and large, the pre- 
serve of large, profitable firms—that one 
would expect to pay dividends. New compa- 
nies that came to market tended to be even 
more profitable than the blue chips. 

All this changed after 1971, when the old 
New York Stock Exchange was joined by an 
upstart new rival, Nasdaq, which imposed 
less stringent listing conditions. Naturally, it 
attracted newer and more innovative com- 
panies. From an average of 115 a year, new 
listings soared to 460 a year in the 1980s and 
1990s, more than 85% of them on Nasdaq. 

These newcomers were different. For 
them, profitability was in many cases op- 
tional. Newly listed companies made re- 
turns on equity of about 18% in the 1970s, but 
only 3% in the mid-1990s, compared with 1% 
for corporate America as a whole. By 1997, 
only about half the new listings made any 
profits at all. Since then, as some cynics on 
Wall Street joke, making profits, for any self- 
respecting “dot.com”, has become uncool. 

The upshot is that America has many 
more companies than it did, but that fewer 
of them make profits and even fewer pay 
dividends. Mostly, this is as it should be. Not 
only is a company that has no profits to dis- 
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tribute ill-advised to pay a dividend. But 
even a company with profits should choose 
to retain them if it thinks that its own invest- 
ment opportunities are better than those 
available to shareholders elsewhere. For 
both reasons, more “growth” companies 
will tend to mean fewer dividend-payers. 

Even so, there isa puzzle about the disap- 
pearing dividend. It is not just growth com- 
panies that are opting out of 
dividends, but all compa- 
nies, including those enjoy- 
ing healthy flows of free 
cash. Among very profit- 
able companies, only 32% 
pay dividends, half the pro- 
portion that did 20 years 
ago. And even diehard divi- 
dend-payers are changing 
their minds. J.P. Morgan, an 
investment bank, estimates 
that the dividend pay-out 
of America’s 500 largest 
companies has fallen from 
over half of profits in 1990 to 
abouta third now. 

There are several possi- 
ble explanations for this, 
but none seems adequate 
by itself. One is that share- 
holders do not want divi- 
dends. These represent in- 
come, which in America is 
taxed ata top federal rate of 39.6%. By leaving 
profits in the firm, investors can defer this 
tax, watch the value of their stake grow and, 
if need be, cash in a capital gain, which is 
taxed at only 20%. 

But taxes do not in themselves explain 
the decline in dividend-paying. After all, in- 
come tax has long been higher than capital- 
gains tax; it is unlikely that American inves- 
tors have only just noticed. Also, the turn- 
over for most companies’ shares is more 
than 100% a year—ie, shareholders, on aver- 
age, hold a share for less than one tax year. If 
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investors’ main motive were indeed to delay 
paying tax, they would sit on their holdings 
longer. 

Another theory says that dividends have 
not disappeared, but assumed a new guise: 
companies’ purchases of their own shares. 
Such “buybacks” have risen from 3-5% of an- 
nual corporate profits during the 1970s to 
26% in the 1980s and 1990s. Rick Escherich, an 
analyst at J.P. Morgan, calculates that, count- 
ing both dividends and buybacks, the total 
pay-out ratio has been quite steady. 

But share buybacks are not replacing 
dividends as such, because most of the com- 
panies buying back shares happen also to 
pay dividends. Mr Fama and Mr French find 
noevidence that companies stop paying div- 
idends (or donot start) because they can buy 
back shares instead. In fact, any firm that 
tried to disguise a dividend as a buyback 
would quickly learn that America’s taxmen 
are on to the trick, and would treat such gains 
from buybacks as income. 

Some companies, notably Microsoft, do 
not pay dividends, but at the same time have 
huge buyback programmes. But Microsoft 
repurchases shares largely to re-issue them 
to its own managers and employees as part 
of their pay. Such firms are not using buy- 
backs to distribute profits but to avoid dilut- 
ing existing shareholders when they grant 
employees options on new shares. 

So there must be more to it than tax or 
buybacks, One possibility, loth though ex- 
perts would be to admit it, is mere fashion. 
Not long ago, bosses were protective of their 
dividends, because investors saw them as 
the most potent signal that management 
could send about the future of its business. 
To tarry over raising dividends, never mind 
suspending them, was seen as a confession 
of failure. Nowadays, the opposite may be 
true. Mr French says he has friends in invest- 
ment banking who “tell their clients that 
paying dividends is like an admission that 
you have nothing better to do.” 

That does not mean dividends have be- 
come completely irrelevant. Mr Escherich 
says that companies that trim their dividend 
still tend to see their share price drop by an 
average of 6%; those that suspend dividends 
altogether see prices drop by 25%. 

But it may mean that they have become 
less relevant. For most of the century, before 
the bull market of the 1990s, the dividend 
yield was one of the most watched measures 
in the stockmarket. Whenever it dropped to 
3% or less, traders assumed the market was 
overvalued and sold their holdings. Yet to- 
day the dividend yield on the sar 500 shares 
is 1.2%. Optimists might argue that, since divi- 
dends no longer play the role they once did, 
this does not, of itself, mean the market is 
wildly overvalued. But, given the uncertain- 
ty over precisely what role dividends now 
play, to say nothing of the market's heady 
levels, that is scarcely reassuring. 








| THE explosive growth of the Internet 
| promises a new age of perfectly com- 
petitive markets. With perfect information 
about prices and products at their finger- 
tips, consumers can quickly and easily find 
the best deals. In this brave new world, re- 
tailers’ profit margins will be competed 
away, as they are all forced to price at cost. 

Or so we are led to believe. And yes, 
studies do show that online retailers tend 
to be cheaper than conventional rivals, 
and that they adjust prices more finely and 
more often. But they also find that price 

dispersion (the spread between the highest 
| and lowest prices) is often as wide on the 
Internet as it is in the shopping mall—or 
even wider. Moreover, the retailers 
| with the keenest prices rarely have 
the biggest sales. 

Such price dispersion is usually a 
sign of market inefficiency. In an ide- 
| al competitive market, where pro- 
| ducts are identical, customers are 
perfectly informed, there is free mar- 
| ket entry, a large number of buyers 
| and sellers and no search costs, all 
sales are made by the retailer with 
the lowest price. So all prices are dri- 
| ven down to marginal cost. Search 
| costson the Internet might be expect- 
ed to be lower and online consumers 
to be more easily informed about 
prices. So price dispersion online 
ought to be narrower than in con- 
ventional markets. But it does not 
seem to be. 

A recent paper*, by Michael 
Smith and Erik Brynjolfsson of the 
Massachusetts Institute of Technol- 
ogy’s Sloan School of Management 
and Joseph Bailey of the University 
of Maryland, looks at the main re- 
search on this topic. One study it cites, by 
Mr Bailey, finds that price dispersion for 
books, cps and software is no smaller on- 
line than it is in conventional markets. An- 
other, by Messrs Brynjolfsson and Smith, 
finds that prices for identical books and 
cos at different online retailers differ by as 
much as 50%, and on average by 33% for 
books and 25% for cps. A third, by Eric Cle- 
mons, Il-Horn Hann and Lorin Hitt of the 
University of Pennsylvania’s Wharton 
School, finds that prices for airline tickets 
from online travel agents differ by an aver- 
| ageof28%. 

There are many possible reasons for 
this price dispersion. One is that the studies 
are not comparing like with like. Not so. 
Even after controlling for differing arrival 











Frictions in cyberspace 


| Retailing on the Internet, it is said, is almost perfectly competitive. Really? 





and departure times or connections, the 
study of online travel agents finds that 
prices for airline tickets vary by an average 
of 18%. The study of books and cps deliber- 
ately focuses on physically identical pro- 
ducts. Indeed, it finds that pricier retailers 
offer service terms, such as flexible returns 
rules, that are no better—and sometimes 
worse-—than cheaper ones. 

Convenience could also explain the 
price dispersion. Some websites offer bet- 
ter search tools, product reviews and sam- 
ples, such as book chapters or audio clips. 





But in a frictionless market, consumers 
could use these services to choose what 
they want to buy and then buy from the 
cheapest site. So such services would ex- 
plain price dispersion only if there were 
significant search or switching costs online. 

For all the talk about the Internet elimi- 
nating search costs, a prominent site may 
be as important to online retailers as it is to 
conventional ones. Why else do web retail- 
ers spend a fortune advertising their web 
addresses on Internet portals, such as Ya- 
hoo!, as well as in the conventional media? 
Search engines are not always much use: 


Yahoo's book retailer section lists 6,219 


sites. Searching for online bookstores at Al- 
tavista returns 5,173,884 possibly relevant 
web pages. So, rather than rooting out the 





| 
{ 
cheapest deal, most consumers go directly | 
to Amazon.com or cpnow, even though, | 
the research shows, they charge 7-12% more | 
on average than such lesser-known retail- | 
ers as Books.com and cp Universe. | 

Switching between online retailers can | 
also be costly. Many sites have loyalty pro- 
grammes. Moreover, once consumers are 
familiar with a site, they may be reluctant 
to try another, especially when their usual | 
site is customised to suit them, for instance | 
through “one-click” shopping. 

Search and switching costs are clearly 
important. But perhaps the biggest reason 
for price dispersion is that consumers are 
willing to pay a premium to shop at sites 
that they trust. According to the paper, 
even people who use “shopbots”, or com- 
puter programs that search many websites | 
for the best deal, usually buy from the mar- 
ket leader—even ifitis not quoting thelow- | 
est prices. A trusted brand may be more | 
important on the Internet than on 
the high street, since online consum- 
ers pay upfront and cannot be sure | 
whether or when their purchases | 
will be delivered. | 

For all these reasons, some online | 
retailers are able to charge more than | 
others. Moreover, individual retailers | 
can discriminate in their pricing. For, 

| 
| 
H 





as well as enabling consumers to col- 
lect better information about prices, 
the Internet allows retailers to gather 
better information about consumers. 
Online retailers can more easily offer 
different consumers different prices, 
since customers do not know what | 
price others are being quoted. 

The study of online travel agents, 
for instance, found that the lowest- 
priced and the highest-priced sites 
were owned by the same company. | 
But the pricier one was easier to use, 
allowing the parent company to | 
charge busy customers more. l 

Consider too a site such as Shop- 
ping.com, where shoppers can either 
pay list prices or bid less in an auction. On 
average, bidders get lower prices. But they 
have to spend time placing bids and moni- 
toring the auction’s progress, and they may 
not end up with the goods. Shopping.com 
can thus discriminate between bargain 
hunters and regular customers. 

Tobe fair, the Internetisstill in its infan- 
cy. The degree of price dispersion may fall 
as consumers become cannier. But it is a 
good bet that retailers will come up with | 
new wheezes too, and that those with | 
strong brands will retain their pricing pow- | 
er. Perfect competition is some way off. | 

j 
l 





* “Understanding Digital Markets: Review and Assess- 
ment’. fuly 1999. Available 
mercesmitedu/papers/ude 


from — http://ecom- 
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Monopoly power over money 


Central banks have a huge influence over the financial system. 
In this, the fifth of our schools briefs on the world of finance, we 
explain how they conduct monetary policy 


URING the cold war, Russian 

leaders’ every word was scru- 
tinised by an army of Kremlinolo- 
gists. Now, that honour is accorded 
to the world’s central bankers, 
whose pronouncements are pored 
over by throngs of well-paid finan- 
cial analysts. 

These days, central bankers 
seem all-powerful. In most rich 
countries they go about their busi- 
ness without interference from 
politicians. And their success at us- 
ing their new-found indepen- 
dence to bring down inflation has 
earned them great respect. In 
America, Alan Greenspan, chair- 
man of the Federal Reserve, is ac- 
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claimed as a hero and credited 
with sustaining his country’s un- 
precedented economic boom. 

Central banks matter to the fi- 
nancial system for two main rea- 
sons. First, they set short-term in- 
terest rates. These affect the cost of 
borrowing throughout the econ- 
omy, from money markets to 
mortgage rates, and they have an 
additional influence through their 
impact on exchange rates, infla- 
tion and growth. Second, central 
banks generally support (and of- 
ten regulate) the banking system, 
notably by acting as a lender of last 
resort to banks in financial dis- 
tress. This brief focuses on mone- 
tary policy; bank regulation was 
discussed in an earlier brief. 

For all central banks’ impor- 
tance, they remain tiny partici- 
pants in huge financial markets. So 
how do they affect prices, ie, inter- 
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est rates, in those markets? Consid- 
er America. Its fixed-income mar- 
ket (government and private) is 
worth some $13.46 trillion. Every 
day hundreds of billions of dollars 
of these securities change hands, 
and it is not unusual for a single 
private firm to buy or sell more 
than $1 billion in one go. The Fed it- 
self buys or sells only between $1 
billion and $5 billion of these secu- 
rities each year: a mere drop in the 
ocean of a $14 billion market. Yet 
somehow it affects the level and 
structure of prices and yields. 

The reason the Fed can set in- 
terest rates is that it has a monopo- 
ly on supplying bank reserves. 
Banks are required to hold a frac- 
tion of the money deposited with 
them in a reserve account at the 
Fed (see chart 1). They usually hold 
more, for precautionary reasons. 
The interest rate at which banks’ 
demand for reserves matches the 
Fed's supply is known as the feder- 
al funds rate; this is also the rate at 
which banks lend reserves to each 
other overnight. The Fed controls it 
by changing the supply of reserves 
through sales and purchases of 
government securities, known as 
open-market operations. 

When the Fed wants to raise 
the federal funds rate, it sells gov- 
ernment securities. It receives pay- 
ment by reducing the account of 
the buyer's bank, which reduces 
the volume of reserves in the bank- 
ing system. This is illustrated in 
chart 2 by a shift in the supply 
curve for reserves from s to s2. Be- 
cause banks’ demand for reserves 
exceeds supply, the federal funds 
rate is bid up (from f to f2) until ex- 
cess demand is eliminated. And 
when the Fed wants to lower the 
rate, it buys securities, which in- 
creases banks’ reserves and bids 
down interest rates. The supply 
curve shifts from s to si, and the 
rate falls from f to fi. 

The Fed can also influence the 
federal funds rate indirectly, by 
changing the discount rate (d in 
chart 2), the rate at which it will 
lend reserves to banks, or altering 
banks’ reserve requirements, the 
fraction of their deposits that they 





are required to hold as reserves. 
Raising the discount rate makes it 
less attractive for banks to borrow 
reserves. This reduces the volume 
of reserves, which pushes up the 
federal funds rate. Increasing re- 
serve requirements boosts banks’ 
demand for reserves, which also 
bids up the federal funds rate. But 
the Fed usually prefers to control 
the rate through open-market op- 
erations, which have a more stable 
and predictable impact on the 
money market. 


The long and short of it 
Changes in the federal funds rate 
ripple through financial markets 
and the economy. They have 
knock-on effects on the interest 
rates at which banks lend to 
households and firms, and hence 
the amount of credit in the econ- 
omy. And they influence long- 
term market interest rates too. 

Take the yield on a five-year 
government bond. It is simply the 
weighted average of expected 
short-term interest rates over the 
next five years, plus a risk and a li- 
quidity premium. A rise in short- 
term interest rates typically has 
two effects on long-term rates. It 
raises the five-year weighted aver- 
age slightly. And it also affects ex- 
pectations of future short-term in- 
terest rates. 

If, for example, investors be- 
lieve the Fed is raising rates pre- 
emptively to prevent inflation ris- 
ing, then expected future interest 
rates may fall, and so would five- 
year yields. However, if the rate in- 
crease is seen as a belated recogni- 
tion by the Fed that inflation is 
likely to rise, five-year rates may 
rise in anticipation of further rate 
increases to come, 

The graphical relationship be- 
tween interest rates on securities 
of different maturities is known as 
the yield curve. Yield curves typi- 
cally slope upwards, as Germany’s 
does in chart 3 on the next page, 
because investors demand a risk 
premium on bonds of longer ma- 
turities tocompensate for the extra 
uncertainty associated with lend- 
ing for a longer period. But when 


monetary policy is tightened and 
short-term interest rates are in- 
creased, it is possible sometimes 
for the yield curve to become in- 
verted, as Britain’s is in the chart, 
sloping downwards for all but the 
shortest maturities. 

Most central banks set mone- 
tary policy with the aim of keeping 
inflation low. The European Cen- 
tral Bank (ece) has the statutory 
goal of “price stability”; the Fed 
also has a duty to support employ- 
ment and economic growth. In 
most rich countries, governments 
now define central banks’ aims, 
but allow them to pursue them 
without political interference. 

To meet their aims, central 
banks usually adopt intermediate 
targets as well. These guide policy, 
as well as keeping expectations of 
inflation low. Ideally, the targets 
should be variables the central 
bank can control which have a 
predictable relationship with its 
ultimate goal, inflation. In practice, 
ideal targets do not exist, soa trade- 
off must be made between con- 
trollability and predictability. 

One option is to target money- 
supply growth. The narrowest 
money-supply measure iş the 
monetary base, or Mo, which con- 
sists of cash and bank reserves. m1 
also includes checking accounts. 
Broader measures, such as M2 and 
M3, encompass interest-bearing 
deposits and some short-term se- 
curities. Central banks have great- 
er control over narrower measures 
of money supply, but broader 
measures are more closely corre- 
lated with future price changes. 

Money-supply targeting was 
popular in the late 1970s and early 


Money market 

















Paen 





SCHOOLS BRIEF 


1980s, because there seemed then 
tobeastable link between money- 
‘supply growth and future infla- 
tion. But it had two big drawbacks. 
First, it led to volatile interest rates, 
partly because banks’ demand for 
cash is insensitive to small inter- 
est-rate changes. And second, the 
historical ‘relationship. between 
money-supply growth and infla- 
tion broke down, partly because 
financial deregulation and inno- 
vation made the demand for mon- 
ey unpredictable. The ece has 
adopted a monetary “reference 
value” for m3, but it has eschewed 
a binding target. 


Moving targets 

A second option is an exchange- 
rate target. A country with a poor 
record of controlling inflation can 
peg its currency to that ofa low-in- 
flation economy. In effect, this al- 
lows it to piggy-back on the low- 
inflation country’s credible mone- 
tary policies. Many developing 
countries fix their currencies 
against the dollar, and, under the 
European exchange-rate mecha- 
nism, European countries used to 
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peg their currencies to the German 
mark. But with freely mobile inter- 
national capital movements, ex- 
change-rate pegs have become 
vulnerable to speculative attack. 
So now most rich countries either 
have permanently fixed exchange 
rates, as in the euro area, or they 
have floating rates and control in- 
flation in other ways. 

A third option is to target infla- 
tion directly, which is whatagrow- 
ing number of central banks now 
do. Australia, Britain, Canada, 
New Zealand and Sweden haveex- 





plicit inflation targets. These have 
many: advantages, notably tran- 
sparency and accountability. But 
they are not without problems. For 
one thing, because monetary poli- 
cy operates with long lags, central 
banks have to adjust policy on the 
basis not of current inflation, but 
of future inflation, which is diffi- 
cult to forecast. 

Some economists also argue 
that inflation targets focus too nar- 
rowly on consumer-price infla- 
tion, which may lead central 
banks to ignore potentially harm- 
ful asset-price bubbles. In Japan in 
the late 1980s, the Bank of Japan 
failed to check soaring share and 
property prices, because consum- 
er-price inflation remained low. 
When the bubble burst, the econ- 
omy plunged into recession. 

As well as setting monetary 
policy and regulating the banking 
system, many central banks used 
at one time to finance govern- 
ments’ budget deficits. When gov- 
ernment spending exceeds tax rev- 
enues, the difference is financed 
by selling government bonds. If 
these are sold to the public, then 













the net effect onthe money supply 
iszero.Butif they are purchased by 
the central bank, the money-sup- 
ply rise that accompanies the defi- 
cit is not offset: this is known as 
“printing money” or “monetising 
the deficit”. Nowadays, central 
banks in most rich countries are 
forbidden from financing the gov- 
ernment’s budget deficit. But there 
is strong pressure on the Bank of 
Japan to buy government bonds to 
kick-start the Japanese economy. 
Central banks’ monopoly on 
supplying cash and bank reserves 
is relatively new. In the 19th cen- 
tury, private banks in Britain and 
America issued competing curren- 
cies. A return to such a “free-bank- 
ing” era seems unlikely, but even if 
central banks’ monopoly is not in 
danger, it may eventually become 
irrelevant. Privately issued elec- 
tronic money could one day com- 
plicate or even nullify central 
banks’ ability to set interest rates. 
Central banks are not about to 
vanish overnight. But, like the 
Kremlin, they may not retain their 
pre-eminence forever. 








ENTRAL banks operate in foreign-exchange markets as well 

as domestic money markets. But now that most major curren- 

cies float, they play a less important role in foreign-currency mar- 

kets than they did in the Bretton Woods era of fixed exchange rates. 

When they try to influence exchange rates, their efforts are rarely 
successful, since they are now only bit players in huge markets. 

Exchange rates often fluctuate wildly and remain misaligned 

for long periods of time. In the past year and a half, for instance, the 

dollar has risen as high as 147 yen and fallen as 


doubtless fall. But unsterilised intervention is only monetary poli- 
cy by another name, not an extra policy tool. 

A second option is international policy co-ordination, which | 
was popular in the late 1980s. But such co-ordination works only if 
countries are willing to subordinate their monetary policies to an 
exchange-rate target. For example, if America and Japan agreed | 
that they wanted a weaker yen, Japan could lower interest rates | 


likely to last. For large economies, the costs of 
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low as 104 yen. Such moves are difficult to ex- 
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and America raise them. But in practice, any such agreementisun- | 
l 
| 


misaligned exchange rates are rarely large 






plain in terms of economic fundamentals, and | $trn 29, enough to warrant sacrificing the benefits of an 

can damage national economies. What, then, = Foreign change. “| independent monetary policy. 

can governments do? Ta Aang daily : For smaller economies, however, the trade- | 
One option is currency intervention. To foreign-axchange =i off is different. The benefits of monetary inde- 


prop up its currency, a government can sell for- 
eign-exchange reserves to buy that currency. 
But this rarely works, since rich governments’ 
combined reserves of $1.6 trillion are dwarfed 
by the volume of foreign-exchange trading. The 
average turnover in a single day is now $2 tril- 
lion (see chart 4). Since the early 1980s foreign- 
exchange turnover has multiplied 33-fold, 
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pendence are smaller, and the costs of volatile 
and misaligned exchange rates potentially far 
greater. Once, such countries might have tried 
to keep their currencies within target bands. 
But with freely mobile international capital, 
such arrangements are hard to sustain. The cri- 
ses in Europe’s exchange-rate mechanism in 
1992-93 and the successive devaluations in Asia 








while rich countries’ official reserves have only 
risen fourfold. Pushing down a currency’s value may be easier, 
since a government can sell as much of its currency as it wants to 
print. Such intervention can be “sterilised”, when the central bank 
offsets its effect on the money supply by selling government secu- 
rities, or “unsterilised”, when it does not. Sterilised intervention 
rarely has more than a transitory effect, since it leaves the money 
supply unchanged. The Bank of Japan, for instance, failed to stem 
the yen’s rise when it sold yen over the summer. Unsterilised inter- 
vention may be more successful. If the Bank of Japan allowed the 
supply of yen to rise, the yen’s price—its exchange rate—would 


in 1997 demonstrated the vulnerability of cur- | 
rency pegs to speculative attack. Most economists now argue that 
countries must choose between floating their currency or fixing it 
in acredible way, either through a currency board such as Argenti- 
na’s or through a single currency such as the euro. Some econo- | 
mists believe that there is a third option: capital controls, which 
many rich countries used in the 1950s and 1960s. By limiting cur- | 
rency. speculation, they can allow a country to peg its exchange | 
rate. However, capital controls have an economic cost (by distort- 
ing the free movement of capital) and they are often ineffective. 
Mostrich countries no longer use them. 
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The soul of a new disease 


Chronic Fatigue Syndrome is no longer seen as being “all in the mind”. Its true 
nature is still unclear, but researchers are slowly closing in 


MYSTERIOUS epidemic spread through 

the Los Angeles County Hospital, in 
California, in 1934. Nurses and doctors suc- 
cumbed to a strange mix of fatigue, muscle 
pain and emotional distress. The first sus- 
pect was polio-—the symptoms were similar, 
and fear of the disease was rampant at the 
time. Yet tests for polio revealed nothing and, 
bizarrely, the hospital's patients remained 
unaffected. A similar pattern of events oc- 
curred in 1955, at the Royal Free Hospital in 
London. Again, patients were untouched. 
And in both cases, most of those 
whosuccumbed were women. 

Many people would now be fa- 
miliar with these symptoms. They 
have gone under a variety of names. 
In the 19th century, they were re- 
ferred to as neurasthenia. In the 
wake of the 1955 outbreak the term 
myalgic encephalomyelitis (or me) 
was coined. More recently the com- 
plaint has been derisively referred 
to as “yuppie flu”. And now Chron- 
ic Fatigue Syndrome (crs) has be- 
come the preferred label. The 
changes of name have not been ac- 
companied by much change in un- 
derstanding, however. Nobody yet 
knows what causes crs. But at a re- 
cent meeting in London, held under 
the auspices of the Novartis Foun- 
dation and the Linbury Trust, a 
group of experts got together to ex- 
change their latest theories. 

The first problem with crs is 
agreeing who has it. Since fatigue 
cannot be measured objectively,de- 
ciding who crosses the hazy line be- 
tween normal lack of energy and 
abnormal tiredness is tricky. The 
boom-and-bust appearance of crs 
and its antecedents (neurasthenia was fash- 
ionable among the Victorian upper classes, 
and often required prolonged rest cures at 
spas), has led some doctors to dismiss the 
whole thing as mass hysteria. 

With one recent survey in Britain sug- 
gesting that 30% of women and 19% of men 
always feel tired, there is plenty of scope for 
over-diagnosis of crs. But the syndrome is 
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more than fatigue, whether physical or men- 
tal. Its other symptoms include weakness, 
muscular pain, disturbed moods and pro- 
blems with sleep. These can be measured— 
and they can then be researched. 


Know thyself 

The first of these problems yields a mystery. 
CFs patients insist that their muscles do not 
respond to their desires. But despite inten- 
sive investigation, researchers have found 
no particular muscular weakness or abnor- 





mality that could account for the patients’ 
complaints. Itis true that the syndrome takes 
its toll on a patient’s muscles. And as move- 
ment consumes more energy than patients 
can muster, they opt for inactivity. That 
plunges them into a downward spiral of 
weakness, since unused muscle tends to feel 
powerless. But there is no sign of a problem 
in the muscle itself; so the disruption must lie 


in the nervous system that drives it. 

Daniel Wolpert, a cognitive neuroscien- 
tist at the Institute of Neurology in London, 
who spoke at the meeting, offered one expla- 
nation of why people suffering from crs 
consider themselves to be more tired than 
the tests suggest they should be. His theory is 
based on the widely held idea that the brain 
harbours a model of the body that it uses to 
predict the consequences of movement. If 
you wave your arm, the muscles transmit 
signals to a part of the brain called the cere- 
bellum, which “examines” the model, 
makes predictions and then alerts the rest of 
the brain about what sensations it should 
look out for. This explains, for example, why 
people cannot tickle themselves: their brains 
know what to expect, and can thus cancel 
out the sensation. 

Dr Wolpert’s suggestion is that people 
with crs may have lost this self-predicting 
loop and so cannot cancel out the sensations 
returning from their muscles, even when 
those muscles are moving under 
willpower. Every exertion thus ap- 
pears to be loaded with unwarrant- 
ed effort. The natural reaction is, 
therefore, to avoid that effort. 

Tony David, a clinical psychia- 
trist at the Institute of Psychiatry in 
London, is another researcher who 
thinks that problems of self-aware- 
ness are central to the syndrome. In 
his view, crs has a lot in common 
with anorexia nervosa. Anorexic 
people often see themselves as fat 
even though others find them al- 
most painfully thin. Anorexics can 
estimate their height quite accurate- 
ly when they stand in front of a mir- 
ror. But they tend to overestimate 
the width of their hips, waist, legs 
and faces by around 30%. Dr David 
reckons that a similar bias in self- 
perception is present in CFs pa- 
tients, who perform much better in 
tests of strength and intelligence 
than they expect. 

The notion that crs is a disorder 
of perception is also supported by 
the fact that around two-thirds of 
patients with the syndrome can be 
helped by cognitive behaviour ther- 
apy. Under this approach, they are given 
small tasks that gradually get harder as the 
treatment progresses. By slowly adapting to 
the increasing activity, they no longer per- 
ceive their effort as excessive. With this op- 
portunity to gain control gradually, they 
learn to cope with the illness. 

Another defining symptom of crs is 
poor sleep. Patients still need sleep, but they 
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find it hard to nod off. As a result, they end 
up spending longer in bed, probably to com- 
pensate for their fragmented sleep patterns. 
Jim Waterhouse and his colleagues at Liver- 
pool John Moores University, led by Gareth 
Williams, are studying the body’s clock—the 
circadian rhythm. Dr Waterhouse is con- 
vinced that this clock is involved in crs. 

Although falling asleep requires no con- 
scious effort, it is still a major physiological 
feat that requires carefully choreographed 
body changes. For drowsiness to set in, the 
body’s temperature must drop. Usually it 
does so rapidly, within one or two hours, At 
the same time, the pineal gland in the brain 
pumps out a hormone called melatonin. 
This combination is the signal to go to sleep. 
In people who nod off easily, the two events 
are tightly synchronised. In crs patients, 
however, they are mismatched. Worse, their 
melatonin production is not as efficient as it 
should be. And when Greg Tooley, another 
member of the group, recorded the tempera- 
ture cycles of such patients, he found that 
their evening drop in temperature hap- 
pened an hour or two later than normal. An 
hour's lag may not seem that much, as most 
people can function reasonably well if de- 
prived of one or two hours’ sleep for a night. 
But if the discrepancy persists, it might bring 
on the full-blown symptoms of severe sleep 
deprivation. Fatigue is one of them. 

The researchers at John Moores are try- 
ing to find out whether melatonin pills can 
helpcrs patients fall asleep. In an initial trial, 
they arranged for 31 subjects to take melato- 
nin every evening at 5 o'clock, for three 
months. For comparison, each patient also 
took a placebo tablet for three months, with- 
out being told which was which. The prelim- 
inary results are promising. The participants 
slept better, felt less haggard, and even re- 
ported themselves to be more cheerful while 
taking melatonin. Their temperature also de- 
clined earlier in the evening. 

These are promising approaches. But 
prevention is better than cure—and that will 
only be possible when the cause of crs is 
identified. One common misconception can 
be discounted. crs is not a politically correct 
alternative name for clinical depression. De- 
pressed patients are characterised by a lack 
of motivation; people with crs want to go 
about their daily business, but are frustrated 
because they cannot summon the strength 
to do so. And whereas depression can often 
be treated with a class of drugs called selec- 
tive serotonin-reuptake inhibitors—the best 
known of which is Prozac—these do not 
work in people with chronic fatigue. 

One persistent idea is that the disease is 
triggered by an infection. Peter White, a re- 
searcher at St Bartholomew’s Hospital in 
London, reckons two-thirds of crs cases may 
start this way. Dr White studied 250 people 
with either glandular fever or (for compari- 
son purposes) a common throat infection. 
Six months after the infection, over 9% of the 
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Fancy footwork 


AMSTERDAM 


IANLUCA VIALLI, manager of Chel- 
sea Football Club, expressed it inimi- 
tably enough: “The foot is the tool of the 
trade of the footballer.” You might there- 
fore expect footballers to take particularly 
good care of their feet. But results present- 
ed at a recent conference of dermatolo- 
gists in Amsterdam suggest otherwise. 
Professional footballers seem as likely to 
suffer from fungal infections of the foot as 
other people. 

One study, called the Achilles project, 
looked at 76,475 pairs of feet belonging to 
people from 18 European countries. It 
found that 26% of the sample had Tinea 
pedis, better known as athlete’s foot, 
while 30% had Onchomycosis, an infec- 
tion that causes toenails to become thick- 
ened, discoloured and distorted. The re- 
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An athlete’s foot? 





sults showed East European countries to 
have consistently higher rates of infection. 
On average, 30% of Britons, Germans and 
Belgians had some form of fungal infec- 
tion, compared with 85% of Russians, and 
less than 10% of Spaniards. 

Furthermore, adults under the age of 
40 who took regular exercise had a 40% 
greater risk of fungal infection than those 
who did not. Leisure centres and swim- 
ming pools were identified as potential 
health hazards to the very people who 
visit them to stay fit. Communal showers, 
changing-rooms and saunas are perfect 
breeding-grounds for the highly infec- 
tious fungi that spread foot and nail infec- 
tion: up to 1,500 fungally infected skin 
fragments per square metre have been 
found in some leisure facilities. Sweaty 
socks and warm, damp sports shoes pro- 
vide equally hospitable environments. 

All of which goes some way to ex- 
plaining the footballers. Ruggero Caputo, 
of the Institute of Dermatological Science 
in Milan, asked 56 players from Inter and 
Ac Milan tosubmit their feet for investiga- 
tion. He sent tissue and nail samples for 
analysis. Rather than finding that foot- 
ballers kept their feet clean, he found fun- 
gal infections in 19 players (34%). 

No doubt all that time spent in show- 
ers and changing-rooms is partly respon- 
sible. But Dr Caputo also found another 
factor: footballers are often reluctant, for 
superstitious reasons, to discard their old 
boots. He found that players get attached 
to particular boots; if they score a goal 
with one, they will wear it again and 
again. The risk of athlete’s foot may be a 
small price to pay for a goal. 














patients who had had glandular fever were 
chronically fatigued, against none in thecon- 
trol group. 

The list of suspect infections is, however, 
along one. It includes Epstein-Barr virus (the 
main cause of glandular fever), hepatitis 
types A, B, and c, viral meningitis, toxoplas- 
mosis, cytomegalovirus and a rare illness 
called ọ fever. (With hepatitis s and c, the 
continuing infection may be the cause of fa- 
tigue rather than crs itself.) What such a dis- 
parate collection of diseases has in common 
is unclear, though they all excite the immune 
system into secreting substances called cyto- 
kines which are known to cause fever, dis- 
turbed sleep, aches and fatigue. 

The mystery of crs, then, is by no means 
solved. But at least it seems that progress is 
being made in diagnosis—and the first steps 
are being taken towards a cure. 


Neurobiology 


Mirror, mirror 


N LEWIS CARROLL'S “Through the Look- 

ing Glass”, Alice innocently wonders at 
one point whether looking-glass milk is 
good to drink. In fact, there is an answer to 
that question: looking-glass milk is best 
avoided. The reason is that it would contain 
proteins that are mirror-images of the ones 
normally found in the body. And although 
molecules and their mirror-images are 
chemically identical, our bodies are not used 
to mirror-image proteins—making them 
quite indigestible. 

Indeed, though non-living matter gener- 
ally contains equal numbers of molecules 
and their mirror-images—classified as either 
left- or right-handed, depending on their 
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structure-—all living creatures (except bacte- 
ria) contain only the left-handed sort. Or so 
everyone thought, until a few years ago, 
when Japanese researchers found an amino 
acid called p-serine in mammalian brains. 
Unlike all other amino acids found in ani- 
mals, p-serine is right-handed. Ever since, re- 
searchers have wondered why, and what its 
function might be. In the current issue of the 
Proceedings of the National Academy of Sci- 
ences, a team of researchers at Johns Hop- 
kins University suggests an answer. 

The researchers have found an enzyme 
that converts serine from the normal left- 
handed form (called t-serine) to the exotic 
right-handed form. In this form, they sug- 
gest, D-serine acts as a super-selective key 
that turns on a set of receptors in the brain 
called nmpa receptors, which are involved 
in learning and memory and are stimulated 
by a neurotransmitter called glutamate. 

Too much nmpa activity, however, re- 
sults in a stroke. And since the brain is literal- 
ly flooded with glutamate, Mpa receptors 
must have some kind of security mecha- 
nism—another, more selective chemical 
which makes them receptive to glutamate. 
An amino acid called glycine has been the 
prime candidate for some time. But Solomon 
Snyder, the head of the Hopkins group, now 
thinks that p-serine fits the bill better. Its un- 
ique right-handedness, he suggests, means 
that it is more selective than glycine about 
whether or not it binds to nmpa, which 
makes it a superior security mechanism. 

Dr Snyder had his work cut out to prove 
this, since, unlike other neurotransmitters, D- 
serine is not actually made in nerve cells. It is 
made in cells called glial cells, which are usu- 
ally thought to function merely as insulation 
for more important nerve cells. But recently, 
his group has shown that destroying p-ser- 
ine in a culture of nerve cells stops NMDA ac- 
tivity. And their new paper identifies the en- 
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zyme, called serine racemase, that converts 
left-handed serine into the right-handed 
form so that itcan do its job. 

As well as solving the mystery of the 
right-handed molecule, this result could also 
have useful therapeutic consequences. By 
blocking the enzyme that produces p-serine, 
it should be possible to suppress NMDA ac- 
tivity, thus opening up the possibility of a 
new way to treat strokes. 

Currently, most drugs try to block NMDA 
receptors themselves in order to prevent 
overstimulation during a stroke. Now, says 
Dr Snyder, it will be possible to aim directly 
at the enzyme, by finding something that 
stops it converting left-handed serine into p- 
serine. This second approach is easier, be- 
cause drugs that aim at enzymes have tend- 
ed to fare better in clinical trials than those 
directed at receptors. Looking-glass milk will 
never be good to drink; but looking-glass ser- 
ine could prove rather more useful. 
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Extrasolar planets 
Seeing Is 
believing 


INDING a planet in orbit around a distant 

star—an “extrasolar” planet—involves 
painstaking detective work. The planet itself 
is never seen. Instead, its existence is inferred 
from the fingerprints that it leaves on the 
star’s spectrum, which wobbles slightly due 
to the to-and-fro tugging of the planet. Flimsy 
evidence, you might think. So planet hunt- 
ers, who have detected nearly 30 extrasolar 
planets since 1995, have long sought more di- 
rect proof of the existence of these unseen 
worlds. At last, they have found it. 

On November sth, Geoffrey Marcy of 
the University of California in Berkeley, to- 
gether with his colleagues Paul Butler and 
Steve Vogt, announced evidence of six new 
planets in orbit around nearby sun-like stars. 
They sent details of the planets’ masses and 
orbits to Greg Henry, an astronomer at Ten- 
nessee State University. As part of a separate 
research programme, Dr Henry is monitor- 
ing the brightness of 75 sun-like stars, using a 
robotic telescope in southern Arizona. One 
way that a star's brightness can change is if 
an orbiting planet passes in front of it--an 
event astronomers call a transit. A transit 
can, however, happen only if the planet's or- 
bit around its parent star is seen roughly 
edge-on when viewed from the earth— 
something that ought, statistically, to be true 
for about 10% of the extrasolar planets found 
so far. But in previous searches for evidence 
of transits, Dr Henry had found nothing. 

When he saw the details of the six new 
planets, however, he realised that one of 
them—orbiting a star called Hp 209458 in the 
constellation of Pegasus—might show a 
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planetary transit on the night of November 
7th. He programmed his telescope to observe 
the star in question to see if its brightness va- 
ried. The following day, when he examined 
the data, Dr Henry found that the brightness 
of the star had fallen by 1.7% at exactly the 
moment when the planet was predicted to 
pass in front of the star. 

This variation was not caused by 
changes in the earth’s atmosphere, because 
three nearby stars being monitored by the 
telescope at the same time failed to show a 
similar dip in brightness. Nor was it due to 
changes in Hp 209458 itself, because its 
brightness remained constant on subse- 
quent nights of observation. So the most like- 
ly explanation is that the dip was indeed 
caused by a planet—making this the first ex- 
trasolar planetary transit ever observed. 

Since the planet orbits HD 209458 in a 
very close, tight orbit every 3.523 days, it 
should be possible to verify this finding by 
watching for subsequent transits. Dr Henry 
was prevented from observing the Novem- 
ber 14th transit by cloud. But he and his col- 
leagues already felt confident enough to an- 
nounce their results on November 12th. 

This result is important for several rea- 
sons. For a transit to have occurred at all, the 
orbital plane of the planet had to be edge-on. 
Knowing this allows the planet's mass to be 
determined, from the size of the wobbles in- 
duced in the star’s spectrum. The planet was 
found to be 63% as massive as Jupiter. And it 
is possible to determine, from the amount by 
which the star dimmed, how much ofits disc 
was obscured by the planet—and hence the 
planet's size. Its diameter turns out to be 1.6 
times that of Jupiter. So the planet is definite- 
ly a gas giant, rather than a smaller rocky 
planet of the same mass. 

Astronomers have already started theo- 
rising about the properties of extrasolar gas- 
giant planets, and how they are affected by 
such close proximity to their parent stars. Al- 
though it is less massive than Jupiter, the 
new planetis larger, because the intense heat 
of the nearby star has caused it to swell up. 
According to Dr Marcy, the planet is exactly 
the size predicted by a theoretical model of 
“blow-torched” planets devised by Adam 
Burrows at the University of Arizona. 

Inother words, the transit has shown not 
only that extrasolar planets exist, but also 
that theories about their properties are on 
the night track. Many questions remain un- 
answered, however. In particular, astrono- 
mers have yet to determine how giant plan- 
ets, which can form only in cool, distant 
orbits, end up so close to their parent stars. 
There is also the question of how, or wheth- 
er, extrasolar planets should be named. Dr 
Marcy has suggested the name “Shadow” or 
“Silhouette” for the new planet, in recogni- 
tion of the way in which its existence—and, 
by implication, that of dozens of other un- 
seen worlds—has now been confirmed. 
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Translations of the spirit 


Translating poetry is a uniquely difficult task. But it is one that Seamus 
Heaney, the Nobel prize-winning poet, seems to relish 


Te autumn, no fewer than three daring 
translations by Mr Heaney have been 
published. The most ambitious is a render- 
ing of the 8th-century Anglo-Saxon epic 
poem “Beowulf”, a task that has taken Mr 
Heaney 15 years to complete. The second is a 
translation from the Czech of “Diary of 
One Who Vanished”, a song cycle 
by Leos Janacek first sung in 1921. A 
joint production of the translation 
by the English National Opera and 
the National Theatre company is 
currently touring Europe with the 
tenor lan Bostridge in the title role. 

Mr Heaney’s third effort this 
autumn is a contribution to “After 
Pushkin”, a new book of transla- 
tions into English of the Russian 
poet that is being published by the 
Folio Society to celebrate the bicen- 
tenary of Pushkin’s birth. 

Mr Heaney has been tussling 
with the particular problems of 
translating great poetry for many 
years. As long ago as 1979 he was 
wrestling with Dante's crafty tri- 
meters. In “Field Work”, his collec- 
tion of poems published that year, 
he included a short excerpt from 
the “Inferno”. Then in 1983 he pub- 
lished an exuberant modern ver- 
sion of a medieval Irish classic, 
“Sweeney Astray”. 

Translating Pushkin presents a 
particularly daunting challenge. 
The language of Russia’s “greatest 
poet” has a clarity and colloquial 
vigour that has often proved resis- 
tant to translation. Poets find it eas- 
ier to translate other poets when 
they can match metaphor with 
metaphor, and image with image. 

Mr Heaney has resolved the 
problem in his new version of 
“Arion”—Pushkin’s telling of one 
man’s miraculous survival of a shipwreck 
compressed into 16 shapely lines—by pro- 
ducing an extremely shapely and colloquial 
version of his own. He has worked with the 
spirit of the Russian original and not tried to 
copy it word for exacting word. 
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“Beowulf” is a bigger story. There the 
problem is not only a matter of understand- 
ing Anglo-Saxon words and concepts, but 
also of picking through the syntax of a lan- 
guage that has been dead for the best part of 
a thousand years. The work was “scriptori- 





The first page of raw Beowulf 


um-slow”, to use Mr Heaney’s own memo- 
rable term. 

But then the poet chanced upon a word 
that one of his elderly relatives used to use, a 
word he remembered from his Ulster child- 
hood. The word, “thole”, means to suffer. It 





meant that to his elderly aunt, and it meant 
that to the Anglo-Saxons who read “Beo- 
wulf”. It gave Mr Heaney a feeling that the 
world of “Beowulf” might not be so remote 
and far away after all. 

Another point of contact was the influ- 
ence on Mr Heaney in the 1960s of the poet- 
ry of Gerard Manley Hopkins, and especial- 
ly of one of Hopkins’s greatest works, “The 
Wreck of the Deutschland”. This poem's 
hammering alliteration and its swing and 
sway are extremely close to Anglo-Saxon. It 
gave Mr Heaney a feeling that he had been 
there before. 

For the poem's vocabulary, Mr Heaney 
stayed close to the speech of his northern 
Irish forebears. But he has taken occasional 
liberties. He hasn't always stuck to the regu- 
lar alliterative pattern of the Anglo-Saxon 
line, for example. And there are far fewer 
synonyms than in the original. His aim has 
been to strike a balance between the need 
to be faithful to the past and the need to 
produce a poem which lives and breathes 
in the present. 

The Janacek song cycle presented a 
different challenge. Here Mr Heaney had 

to find a workable interaction between 
music and words. To begin with he lis- 
tened to records of the tale (of a young 
Moravian shepherd who abandons his 
home because of his sexual infatuation 

with a gypsy girl) sung in Czech. Then he 
worked from two translations of the 
original, one in French and one in Eng- 
lish. His ultimate aim was to write a se- 
quence of lyric poems that would 
sound like good English verse when 
they were sung. 

Again he was helped by finding a 
point of contact. The story brought back 
childhood memories of tinkers passing 
through his village and, in particular, 
the sense of energy and expectation that 

they brought with them. 

Mr Heaney is the first to admit that 
he is no musical scholar. But Mr Bos- 
tridge, who worked closely with him 
on the text, was impressed by his de- 
tailed acquaintance with the score. 
“He seemed to have the capacity to 
hold in his ear what he had heard on 
the record,” he says. 

Mr Bostridge maintains that the 
most crucial task was to find “where 
particular things lay in the voice”. For 

example, poet and singer had to consider 
how certain consonants and vowels 
worked in relation to the high notes. “This 
meant that we may have had, for example, 
to lose a half-rhyme for the sake of the mu- 
sic. The words also had to work in counter- 


Mt 





Diary OF ONE WHO VANISHED. By Le- 
os Janacek, translated by Seamus Hea- 
ney. Faber; 36 pages; £3.99. 

Arrer PusHKIN, Edited by Elaine Fein- 
stein. Folio Society; 96 pages; £22.50. 
Carcanet Press; £7.95 (paperback) 


| 
| 
| ney. Faber; 106 pages; £14.99. 
| 
| 
| 
| 
L 


point to the rhythms of the music.” 

Anyone seeing the new production of 
the translation will recognise a further com- 
plication. “Diary of One Who Vanished” is 
not a pure song cycle at all; it is a strange hy- 
brid piece which consists of songs broken 
into by drama. And the dramatic element is 





played up to the hilt in this production, 


which opens with Mr Bostridge curled up 
and blindfolded beneath a grand piano. The 
lyricist has therefore to be mindful of the fact 
that the body of the singer is often in violent 
motion when the words are being sung. 

Mr Heaney’s response to these various 
challenges has been to opt for a style of lyric 
which is pared to the bone in its simplicity, 
and to fill the auditorium with the familiar 
cadences of folk song. His programme note 
concludes with a touch of characteristic 
modesty. “I was indeed lucky”, he writes, “to 
be introduced to the ancient discipline of fit- 
ting words to music in such perfectly pitched 
(and jocund) company.” 








ABILENE, KANSAS 


ROUND the comer from the Dwight 
D. Eisenhower presidential library in 

Abilene, Kansas, is the Museum of Inde- 
pendent Telephony. Its 20,000 visitors a 
year see a bewildering collection, ranging 
from wooden wall phones, “candlestick” 
phones and old pay phones, to switch- 
boards anda reconstructed operator’s lair. 
Despite their years, some of the artefacts 
continue to work as interactive exhibits. 

The museum has been receiving more 
than usual interest in recent years, for Abi- 
lene has become a focus for a new Ameri- 
can phenomenon. In this the age of mo- 
dems, mobiles and voice mail, 
Americans are going: all 
gooey over old phones. 

The ancient rail- 
road town has arguably 
become the antique 
phone centre of Ameri- 
ca—the Antique Tele- 
phone Collectors As- 
sociation is also 
headquartered in Ab- 
ilene. Itowes its status 
partly to the generos- 
ity of the Sprint Corpo- 
ration, a telecommuni- 


museum because someone called 
C.L. Brown founded the company there 
many years ago. 

Ironically, a big factor in the birth of 
the old phone market has been the In- 
ternet. It has allowed enthusiasts to link 
up with like-minded souls thousands of 
miles away. “There are too few collectors 
toform local organisations of any size, but 
the Internet has been a wonderful way for 
people to connect,” says Karen Poza, who 
two years ago joined the ranks of collec- 
tors. “We collectors are like vultures,” says 
Paul Wiltfong of Lenexa, Kansas, a con- 





cations giant which funds the Good clear lines 


struction worker who has collected some 
14,000 items since 1981. 

Auction websites like eBay offer a live- 
ly marketplace for the buying and selling | 
of old phones and switchboards. Many | 
vintage phones now cost between $500 
and $1,000, with a few exceptional ones 
running into five figures. The most popu- 
lar col- lectable phones tend to be the 

ones that people remem- 
ber using themselves. 
For instance, interest in 
early 2oth-century 
wooden wall phones— 
once the most popular 
models—has waned be- 
cause fewer people are now 
alive who remember using them. 

One aspect of older phones 
that attracts aficionados is their re- 
liability. Back in the days when the 
phone company—not 

the consumer—owned 
most phones, it was in 
the company’s interest to | 
provide durable machines | 
that cut down on repair 
trips. Many collectors actu- 

ally use the rotary-dial 

phones that they buy. In- 

deed, many old models 
are still compatible with current phone 
networks. “There’s no such thing as an un- 
fixable phone,” says Steve Hilsz who re- 
pairs phones and writes troubleshooting 
guides for old-phone users. 

Dealers say that some of the new buy- 
ers in the market are people who have 
decorated their houses in retro styles and 
need “era-appropriate” phones. Indeed, 
some upmarket retailers are already serv- 
ing this market by reproducing the old- 
fashioned designs. How long will it be be- 
fore they end upin Abilene? 




























The i of Bioomsbuiy 
Critical angle 


HE Bloomsbury Group, an informal.co- 

terie of writers, artists and critics who set- 
tled early this century in the district of that 
name in London, has long been in danger of 
suffocating beneath a slagheap of nostalgia. 
Two current exhibitions in London—“The 
Artof Bloomsbury” at the Tate Gallery (until 
January 30th, and then at American venues) 
and “Art Made Modern: Roger Fry’s Vision of 
Art” (until January 23rd) at the Courtauld 
Gallery—do it no favours. Showing the least 
impressive aspect of the group’s output, it 
raises a recurring question: Was this a bunch 
of self-absorbed, malicious wits with indif- 
ferent talent and, in the words of the sculptor 
Henry Moore, “a stranglehold on every- 
thing”? Or was it a restless group of pioneer- 
ing spirits whose brilliance is frustratingly 
dimmed by the distorting lens of hindsight? 

The fact that Roger Fry and Clive Bell, the 
leading Bloomsbury critics, continued re- 
lentlessly to praise and promote in print the 
two most prominent Bloomsbury painters, 
Duncan Grant and Vanessa Bell (Clive’s 
wife) after about 1919 has done nothing for 
any of their reputations. By that time, as 
these two exhibitions demonstrate clearly, 
Grant's and Bell's paintings were looking de- 
cidedly stodgy. So too were Fry’s own dismal 
efforts (also on show at the Tate and Cour- 
tauld galleries). 

The Tate show’s curator, Richard Shone, 
puts as brave a face on the work of Grant and 
Bell as possible: “Although their work carries 
little of the weight and resonance of their 
pre-eminent European contemporaries |es- 
pecially Picasso and Matisse with whom Fry 
and Bell consistently bracketed them], it is 
conspicuously adventurous in Britain.” 

Adventurous the group certainly was. 
Even Henry Moore admitted that Roger Fry’s 
eclectic vision of art which, just before the 
first world war, embraced Cézanne, Picasso 
and Matisse, as well as Italian Primitive 
painting and children’s drawings, was a lib- 
erating one. 

In 1910 Fry hosted a “Manet and the Post- 
Impressionists” exhibition in London. The 
press and public were scandalised by what 
they sawas the anarchic daubs of Van Gogh, 
Gauguin, Renoir and others. Virginia Woolf, 
Vanessa Bell’s sister, famously wrote, “on or 
about December 1910 human character 
changed.” And Bell and Grant were inspired 
by what they saw at the exhibition to do 
some of their best work—for example, Dun- 
can Grant’s large homoerotic canvas, “Bath- 
ers” (1911), which is in the Tate collection, and 
Vanessa Bell’s more restrained “Studland 
Beach” (1912), depicting a mother and chil- 
dren by a bathing hut. 

The real power of the Bloomsbury 
Group, however, lay in its radical social criti- 
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cism, something that cannot easily be dis- 
tilled in a “retrospective” or turned into cur- 
rent coinage. Leonard Woolf (Virginia’s 
husband) was a staunch critic of British im- 
perialism; John Maynard Keynes, a member 
of the group, was the pre-eminent critic of 
British economic policy. Through their writ- 
ings and influence, the two of them helped 
to make the New Statesman the most out- 
standing left-wing magazine of its day. 


And although Virginia Woolf achieved 
fame as a novelist, she was at her best in her 
essays where she was a radical critic of soci- 
ety in writings such as “A Room of One’s 
Own” and “Three Guineas”. Bloomsbury 
members helped to found the Arts Council; 
they argued against conscription; and they 
campaigned for the League of Nations. Their 
true talent lay in the way they espoused 
causes, not in the way they wielded brushes. 

- = ee 





Balkan wars 


The Princely ways of Uncle Sam 


` Three new books give, respectively, an historical, personal and military view 


of the Balkan wars 


N THE Balkans, as in so many other old- 
world troublespots, it takes a forward- 
looking, optimistic American mind to break 
the vicious circles of conflict and demon- 
strate that history is merely a set of mental 
and physical shackles from which people 
can and should free themselves. What a pity 
about those incorrigible Europeans, still so 
mired in atavistic prejudice that nothing will 
stop them endlessly re-enacting their an- 
cient squabbles—except close oversight on 
the part of patient, clear-sighted Uncle Sam. 
That, at any rate, is how one powerful 
school of conventional wisdom interprets 
the events which have unfolded in ex-Yugo- 
slavia during the decade since the cold war 
ended. It has been a tragedy in two parts: first 
the Serb-Croat clash, and the implosion of 





Caught in th 
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crossfire of conflicting interests 


Bosnia; then the Kosovo war. And one of the 
most important differences in strategic 
terms between the two phases has, undenia- 
bly, been the shift toa more active role by the 
United States. 

During the first round of fighting, Ameri- 
ca mostly held back from overt participa- 
tion, until 1995 when it intervened dynami- 
cally and imposed peace; during the second 
round, America has been the unquestioned 
co-ordinator of the western world’s collec- 
tive responses. 

Is there any merit, then, in an analysis of 
those wars which could be summed up as 
“Europe Machiavellian and bad; America 
progressive and good”? It is certainly true 
that when conflict first erupted in the post- 
communist Balkans, Europe’s old nation- 
states behaved as though little 
had changed since 1914. The 
German-speaking countries 
were instinctively sympathetic 
to the Croats; Britain, France 
and Russia were in varying de- 
grees ready todefend the Serbs. 

During the Kosovo war, it 
has been different. Having 
learned from experience how 
damaging transatlantic quar- 
rels can be, Britain, France and 
most other West European na- 
tions have broadly marched in 
step with America—hoping, at 
best, that loyal support would 
give them a chance of influ- 
ence at the margins. 

For better or worse, Ameri- 
ca’s emergence as a new strate- 
gic arbiter that is closely in- 
volved in the Balkans but 
located thousands of miles 
away is perhaps the most im- 
portant change to have oc- 
curred recently in a region 
where certain patterns of con- 
flict have recurred with deadly 
predictability. As readers are 
reminded by Misha Glenny’s 
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sweeping, fair-minded and authoritative 
history, the demise of multi-national em- 
pires (Ottoman, Austro-Hungarian and fi- 
nally Soviet) has often re-exposed ancient 
fault-lines—rarely making conflict inevita- 
ble, but often making conflict possible. 

Again and again, war has broken out 
through the interplay of economic interests, 
religious loyalties, ethnicity and strategic 
competition. And one form of conflict has 
easily metamorphosed into another, like the 
Serbian uprising of 1804 which began as a 
call for firmer Ottoman authority and only 
gradually turned into a nationalist struggle. 

Mr Glenny’s book is admirably full of 
uncomfortable messages for nationalist his- 
torians who try to view the region’s history 
as a Manichean struggle between one neatly 
defined ethnic and religious community 
(Orthodox Greeks, Bosnian Muslims, Cro- 
atian Catholics) and their abiding enemies. 
He describes, for example, how keenly the 
Greek and Bulgarian clergy competed for the 
loyalty of Orthodox peasants who were not 
immutably attached to either. 

The human consequences of the most 
recent burst of Balkan chauvinism have 
been described in a very different sort of 
book:a short, stark and moving memoir by a 
young Bosnian Muslim, Kemal Pervanic. His 
carefree life as an under-employed 24-year- 
old in a Balkan village came to an abrupt end 
in May 1992, when the Serbs’ ethnic cleansing 
swept through northern Bosnia. 

With sensitivity, lightness of touch and 
odd flashes of humour, he describes both 
the squalor of the two camps where he was 
incarcerated, and the human dilemmas fac- 
ing both captive and captor. Many of his tor- 
mentors are former classmates, suddenly 
full of the fears and hatreds which commu- 
nism has failed to uproot. 

While Mr Pervanic provides a micro- 
cosm of the Bosnian war as it affected ordin- 
ary people, a different version of history at 
close quarters is served up by the specialist 
defence writer Tim Ripley, who has recon- 
structed the summer and autumn of 1995. He 
describes how advances by the Croatian 
army, followed by offensives in Bosnia by 
NATO bombers as well as French, British and 
Dutch artillery, helped to roll back the Bosni- 
an Serbs toa more “realistic” front line which 
could also form the grounds for a settlement 
based on a soft form of partition. 

Using long, detailed interviews with key 
players, Mr Ripley offers some intriguing in- 


TaT Fara ae. | 


THe BALKANS, 1804-1999. By Misha | 
| Glenny. Granta Books; 726 pages; 
| £25.00. 

THE KILLING Days. By Kemal Pervanic. 

Blake Publishing; 232 pages; £16.99. | 
| OPERATION DELIBERATE FORCE. By Tim | 


Ripley. Centre for Defence and Interna- 
| tional Security Studies; 350 pages; £14.99 





MOREOVER 


sights—and poses some unanswered ques- 
tions—about the backroom manoeuvring 
by which the United States asserted its pri- 
macy in south-eastern Europe. The biggest of 
these questions is also a simple one: precisely 
who was guiding American, and hence 
NATO, policy in the Bosnian end-game? 
Whether in good faith or bad, senior di- 
plomats and generals complain to Mr Ripley 
about their mysterious exclusion, at key mo- 
ments, from the policymaking process. For 
example Peter Galbraith, America’s envoy to 


Croatia, is frustrated by his masters’ utter 
lack of interest in stopping the Croatian of- 
fensive of August 1995, even after the Serbs 
had accepted all the Croats’ terms. 

A month later, nato’s notional military 
and political bosses were bewildered by the 
twists and turns of “their” air campaign 
against the Serbs; somebody other than 
themselves was dictating when to bomb. 
Reading Mr Ripley’s account, it is hard to 
avoid the suspicion that certain people in 
America were by-passing the regular chan- 


nels in order to impose their will. 

Whoever they were, these quiet Ameri- 
cans had a sophisticated, if cynical, under- 
standing of the dynamics of conflict in the 
Balkans. They seem to have made the calcu- 
lation that the only way to break the cycle of 
killing and displacement was to condone, or 
even encourage, one more round of killing 
and displacement, this time at the expense of 
the Serbs. They knew all about history—as 
well as 16th-century Italian statecraft. 














= : : 
Millennium specials 


MOST of the heavyweight 
museums of the world are 
offering millennium “spe- 
cials” to mark the occa- 
sion. They range from a 
joint exhibition by the 
New York Public Library and France's Bi- 
bliothéque Nationale on “Utopia: The 
Search for the Ideal Society in the Western 
World”, to “Seeing Salvation: The Image of 
Christ”, the British National Gallery's view 
of God as man, a show that is to be accom- 
panied by a ssc documentary. 

One name is conspicuous by its ab- 
sence from the list, however: the Vatican 





any of its museums. Indeed, not one of Ita- 
ly’s major cultural centres is planning a 
millennial event; the big shows there are 
focusing on strictly 15th-century fare, such 
as the youth of Michelangelo and Renais- 
sance Venice. 

The themes of the various millennial 
exhibitions are the rather predictable “big 
issues”: the nature of time; the significance 
of religion; and the role of art. There is a 
more or less even split between retrospec- 
tive shows and those with a more contem- 
porary flavour. But even the contemporary 
ones have a retrospective undercurrent: 
most are about the way that modern artists 





All because he’s 2006? 








has no plans to hold special exhibitions at reinterpret past works. 
Museum Location Exhibition title Date 
National Gallery London Telling Time Oct 18th 1999 - Jan 14th 2001 
National Gallery London Seeing Salvation: Feb 26th - May 7th 2000 
The Image of Christ 
British Museum London The deg or and Dec 17th 1999 - Spring 2000 
the Shape of Things 
to Come 
Whitney Museum New York The American Century: Sep 26th 1999 - Feb 13th 2000 
Art and Culture 1900- 
2000, Part Il: 1950-2000 
Museurn of New York ModernStarts: People, Oct 7th 1999 - Feb 1st 2000; 
Modern Art ModernStarts: Places, Oct 28th 1999 - Mar 14th 2000; 
ModernStarts: Things Nov 21st 1999 - Mar 14th 2000 
The New York Public New York Utopia: The Search for In New York: Oct 14th 2000 - 
Library and the and Paris the Ideal Society inthe Jan 27th 2001; 
Bibliothéque Nationale Western World In Paris: Apr 4th - Jul 9th 2000 
de France 
Louvre Paris The Empire of Time: Apr 14th - Jul 10th 2000 
Myths and Creations 
Centre Pompidou Paris Looking Back on Sep 13th 2000 - Dec 4th 2000 
a Century 
ConTEMPORARY The Hague Rembrandt 2000 Sep 25th 1999 - Jan 9th 2000 
Museum 
Nationalmuseum Stockholm Festivities, illuminations Dec 3rd 1999 - Jan 30th 2000 
and fireworks 
Museo Jose Mexico city Homage to the Pencil Dec 9th 1999 - Mar 9th 2000 
Luis Cuevas 
Singapore History Singapore Millennium Dec Ist - 31st 1999 The cay 
Museum Time Capsule nation 








Source: Museums 
LS 


Description 
The relationship between time and painting- 


the passing of time, the effects of rapid movement, 
and the fleeting moment. 


Paintings, drawings and prints examining the 
representation of God as a man and the themes of 
life, death, and redemption. 


The legacy of the Book of Revelation seen through 
illuminated manuscripts, books, prints and drawings 
from the 11th century to modern times. 


Explores the evolution of American identity as seen 
through the eyes of artists such as Warhol, 
Mapplethorpe, Koons and Basquiat. 


A three-part exhibition of the museum's permanent 
collection chosen by curators from the museum's 
various departments. 


Includes medieval illuminated manuscripts, classical 
images of paradise, the Garden of Eden and Thomas 
More's “Utopia”. Also covers political 

utopian movements. 


The relationship between art and time, and the 
museum's role in representing and preserving 
art over time. 


An exhibit exploring the relationship between the 
media and current events, offering “individual, 
interactive, and virtual visits”. 


A look at the place of the Golden Age of 17th-century 
Dutch art and culture in the context of 
2,000 years of Christianity. 


A look at celebrations of the 17th, 18th, and 19th 
centuries: coronations, peace accord signings, 
weddings, funerals. 


The works of 243 Latin American artists-painters 
musicians, writers, architects, sculptors-are presented 
in a retrospective of the century's art in pencil. 


psule is to be sealed until 2050. Containing “the 
s milestones of the past 100 years, it will serve 
as a miniature exhibition for future generations to unfurl”. 
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66 ELLO, Bunny,” said 
Edmund Hillary, greet- 
ing Vivian Fuchs at the South Pole 
in 1958. “Damn glad to see you 
Ed,” replied his fellow adventur- 
er. Their gruff, manly exchange, 
evoking the heroic era of Dr-Liv- 
ingstone-l-presume exploration, 
caught the public imagination. 
Vivian Fuchs was feted and 
knighted after, accompanied by 
Sir Edmund Hillary on the second 
leg, he went on tocross Antarctica 
overland. Nobody had done this 
before and it was seen as the last 
great challenge facing explorers. 

The journey was even more 
intrepid than his earlier adven- 
tures in the African lakeland. 
Blown about by howling bliz- 
zards and in marrow-freezing 
temperatures, his Common- 
wealth Trans-Antarctic Expedi- 
tion traversed 2158 miles 
(3,500km) of ice—ice with a mean 
thickness of some 6,000 feet (1,800 
metres)—from the Weddell Sea to 
the Ross Sea in 99 days. 

Only Sir Vivian thought the 
ovation for his feat too loud and 
too prolonged. Putting his 
achievement into perspective, he 
said: “In the old days you had to 
rely on character and resources— 
of yourself and your compan- 
ions. Now, with all the techno- 
logical assistance, it is simplified.” 
And in one sense he was right. 

Roald Amundsen relied for 
transport mainly on skis, Ernest 
Shackleton on dogs and Robert Falcon Scott, foolishly, on ponies. 
The Fuchs expedition had traction vehicles at its disposal: five Sno- 
Cats, five Weasels, seven Ferguson tractors and one Muskeg tractor. 
It also had the support of Beaver, Otter and Auster aircraft. Shack- 
leton was so cut off that, when he emerged from the Antarctic in 
1916, he asked: “Tell me, when was the war over?” Scott’s frozen bo- 
dy was not discovered until months after his death, alongside his 
diary with its painful entry on the last day: “It seems a pity, but Ido 
not think I can write more.” Sir Vivian’s men were able to chat on 
the telephone to their families back home. 





A scientist first, an explorer second 


Yet, in another sense, Sir Vivian was far too modest about his 
achievement. For all their talk about scientific advancement, 
Amundsen, Scott and Shackleton were more intent on winning 
flag-waving glory for their countries, and for themselves. Sir Vivian 
was a scientist first and foremost. He planned his expeditions with 
a thoroughness that many found cold-blooded. “There is”, he said, 
“no such thing as good luck; it’s always good planning and man- 
agement.” And his 1957-58 expedition engaged in serious science. 
It tested how much food and oxygen the men consumed in re- 
lation to the cold they experienced and the work they performed. 





Sir Vivian Fuchs, scientist and explorer, 
died on November 11th, aged 91 


It systematically calculated the 
depth of the ice on the polar pla- 
teau and, through fossil plants, 
the age of the rocks. It proved that, 
despite the different nature of the 
rocks in east and west Antarctica, 
the landmass was one conti- 
nent—not, as some geologists had 
previously held, sub-divided by 
an ice-filled depression. 

Sir Vivian felt he owed both 
his rigour in science and his inter- 
est in the Antarctic to his tutor at 
St John’s College, Cambridge: Sir 
James (Jock) Wordie, a Glaswe- 
gian geologist with a pawky sense 
of humour who had been a pop- 
ular member of Shackleton’s ill- 
fated Endurance expedition. 
Wordie took young Fuchs with 
him when he led a party of under- 
graduates on an expedition to 
east Greenland in the Long Vac in 
1929. The two men became life- 
long friends and it was Wordie’s 
lobbying in high places that won 
Sir Vivian money and backing 
that he needed to mount his at- 
tack on the Antarctic in the 1950s. 

He probably inherited from 
his father, or rather his father’s 
circumstances, the grit and sheer 
bloody-mindedness he needed 
to mount and to lead an expedi- 
tion across the continent. When 
war broke out in 1914, the British 
authorities interned six-year-old 
Vivian’s German-born father, 
Emst Fuchs. His considerable 
property was confiscated by the 
state and he was taken to a camp at Newbury where 30 tin basins 
served for 1,000 men. There they had to use the same basin of cold 
water to wash themselves, then their clothes and finally their cut- 
lery, tin plates and tincups. 

Vivian's English mother, suddenly plunged into genteel pov- 
erty, was outraged by the injustice of it. Nonetheless, she and Ernst 
stubbornly rebuffed all suggestions that they change their sur- 
name to obscure their German connections. Many other families 
called Fuchs opted instead for Fooks, Fewkes, Foulkes, ffoullkes or 
even Fox (the literal translation), but Vivian went through his war- 
time schooling stuck with a German surname. When he passed his 
common entrance examination and was destined to go to Ton- 
bridge, the headmaster wrote to his parents to say that as “an 
alien” he had lost his place to an English boy. 

The bullying he experienced as a boy toughened him against 
future adversity and may also have taught him to keep tight con- 
trol on his feelings. Criticised in later life by an interviewer for his 
reluctance to bare his soul, he retorted: “Why should I do so? I re- 
gard the influence of emotion as dangerous...Allow your emo- 
tions to control what you do and you are taking risks.” His terse 
welcome for Sir Edmund at the South Pole was in character. Vivian 
Fuchs was nota touchy-feely sort of person. 
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The Oxford 
Advanced 
Management 
Programme 


9 January — 5 February | 18 June ~ 15 July 2000 


Please send details of: 
The Oxford Advanced Management Programme 


Return to: 

Caroline Lomas, Templeton College 
University of Oxford 

Oxford ox1 SNY, England 


Tel +44 (0)1865 422771 Fax +44 (0)1865 422501 
Email amp@templeton.oxford.ac.uk 
www.templeton.ox.ac.uk 
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Presents a global overview of the 
business enterprise and its strategic 
challenges. This programme at 
Templeton provides a unique 
opportunity to stand back and pursue 
your own learning agenda, assisted by 
a world class team of individual tutors 
and in the company of some of the 
most international and high calibre 


senior executives. 





Name 


Address 
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SHUT THE DOOR FOR ONE YEAR 
AND OPEN UP YOUR FUTURE. 


e ft won't be an easy twelve months. But it 


will give you an in-depth understanding of 


business and finance. 


* International Finance and Industry Analysis 
and Marketing are two key specializations 


you'll need to face the challenges of 


globalization. And there's no better place to 
acquire them than Milan's SDA Bocconi 
School of Management, accredited by EQUIS. 


e Our Master of International Economics 
and Management is the only one to offer 
both curricula, along with core courses 
in quantitative methods, economics, 


MASTER OF 
NTERNATIONAL 
CONOMICS AND 
MANAGEMENT | 


International Finance 


Industry Analysis and 


Marketing 





business administration, law and politics. 
Our three-month worldwide internship 
programme will give you the chance to apply 


what you've learned to real business situations. 


e Youll also learn to analyse and assess the 
political and economic prospects of major 
countries and regions, and understand 
changes in the global economy. And, after a 
year’s hard labour, there won't be many 
people better equipped than you for the 
international business and finance market. 


* Download the SDA Bocconi MIEM 
brochure and application form today from 





our website: www.sda.uni-bocconiit/miem 
E-mail: MIEM @sda.uni-bocconi. it 


e The next MIEM information sessions 
will be held in the following cities: 
Athens, Bangkok, Beirut, Berlin, Cairo, 


Helsinki, Instanbul, Manila. Munich, Oslo, 





Seoul, Singapore. Stocholm, Taipei, Tokyo. 
Find out more about location and dates at: 
www.sda.uni-bocconi.it/md/Ining. htm! 


SDA BOCCONI 


Bocconi University School of Management 


MIEM - SDA BOCCONI - UCI Via Balilla, 18 - 20136 Milan - Italy - Tel. ++39-025836.6605/6606 Fax +4+39-025836.3275 
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WASHINGTON INTERNATIONAL UNIVERSITY 





Engineer? 


Live Up To your 
Leadership Potential! 


Inquire about the program 
“Mastering Technology Enterprise’. : cee 
info@ctm.ethz.ch EE the USA « Send 2 page resume/C.V. for no cost evaluation. 


eo PO. Box 1138, Bryn Mawr, PA 19010-USA 
www.ctm.ethz.ch fax: 610.527.1008 * e-mail: admissions@washint.edu * www.washint.edu 


Ahera Bachelor * Master * Ph.D. 
Preferred Business (GMBA Majors) - Engineering 
Distance Liberal Arts - Computer 
Education Accelerated degree programs * Academic credir for work 


University experience * Students from 112 countries and 36 states in 





















a ce ee ee ee eee ee ee 
f ENGLISH SPANISH 


GERMAN DUTCH 
in JAPAN, in BELGIUM 


in BELGIUM 


COURS 66 HOURS PER WEEK 
AOTIVATED PEOPLE i THE TARGET LANGUAGE 
* ADULTS from [9 years ` 
* RETIRED PEOPLE OF 55 AND ABOVE 
(Special conditions available) 









in FRANCE, in BELGIUM 













in BELGIUM 


CERAN LINGUA 
International information 
and reservations: 























up to 45 private and/or group lessons 
and pedagogical activities 


Tel: + 32- 87-79 |] 22 
Fux: + 32- 87-79 11 88 































+ JUNIORS from |] to I8 years È Since 1975 E-mail 
- FRENCH in BELGIUM ios res A n E E ATININ Customer @ceran.be 
ENGLISH ENGLAND Putting into practice with our teachers: | | 7 eae ee, Y 
in BELGIUM at breaks, meals and evening socio-cultural activities Fax: | (413) 584-3046 http://www 


MASTER IN 


PART-TIME & FULL-TIME PROGRAM W Taught by our internationally renowned If you are interested in excellent training 
faculty and regular visiting professors and a career in International Finance, we 
“a strong knowledge base of sharply @ A mixture of rigorous scholarship and shall be pleased to send you our 
: 1 sk il Tahite onal practical applications. Innovative 
focused skills and a truly internationa program combines professional and 
Basia ds capes A Sears n Aap K k 
teamwork experience... academic excellence, granting 
participants direct access to financial 
The Master Program in International skills not easily acquired elsewhere. INFORMATION 
Finance provides: @ Highly international participant group Master Program in International Finance 
F : i Baty AN u p group À ; 
@ A thorough understanding of the representing all major spheres. Attn: Mrs. S. de Brieder 
complexities of international finance for Participants have clear ambition and Roetersstraat 11 
aspiring finance professionals whose potential to work in the finance field. 1018 WB Amsterdam 
careers require an in-depth @ Full-time (ten month) or part-time The Netherlands 
understanding of the issues involved (cighteen month) program Toh ad ecg 
Bo ate? a PEPE ele S g; ax sof the worldedesdi Tel: +31-20-525.4764 
m A specialised (optional) track in @ Situated in one of the world’s leading : ok te 
Mathematical Finance allows students to international financial centers Fax: +31-20-525.4333 
acquire advanced skills in financial @ Limited number of (partial) fellowships Email: mif@fee.uva.nt 
engineering, available for the fulltime program bttp://www.fee.wva.nl/mif 


information package. The application 
deadline is June Ist, 2000. 


Uva [RJ DE UNIVERSITEIT VAN AMSTERDAM. 
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CB International Executive MBA Program in Barcelona 


The University of Chicago Graduate School of Business. 


There are a million ways 
the world will change. 


There is only one way 
to prepare yourself. 


The International Executive MBA Program in Barcelona allows you to earn a world-renowned MBA, 
taught entirely by the Chicago GSB faculty - a group that has earned more Nobel 
prizes for business innovation than any other business school. It spreads 16 weeks of study over 20 
months, so you can earn the Chicago MBA while you work. This program is designed for top-level 
managers, with at least 10 years of real-world experience. Last year, the program attracted executives 
from 27 different countries. E-mail barcelona.inquiries@gsb.uchicago.edu, or fax +34, 93 488 34,66 to 


RSVP for the information session nearest you. 


Prague December 2, 18:30 to 21:30 ~ Hotel Ambassador Zlata HUSA (Václavské namesti 5-7) 
Warsaw December 7, 18:30 to 21:30 ~ Hotel Sobieski (Plac Zawiszy 1) 


Moscow December g, 18:30 to 21:30 ~ Renaissance Moscow Hotel (Olympijskij Prospekt 18/1) 


Aragó 271, Barcelona 08007, Spain - phone +34 93 4.88 3380 - fax +3493 488 34.66 
www. gsb.uchicago.edu/programs/exec 
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The World Bank Institute 
FIPE/University of São Paulo 


Announce an advanced course on: 
“Macroeconomic Management: Current Policy Issues and Quantitative Methods” 
to be held in São Paulo, Brazil, during January 24-February 3, 2000. 


The course provides cutting-edge analysis of current issues in macroeconomic 
management in developing countries (with particular attention to Latin America) 
and hands-on experience with latest econometric and simulation techniques for 
macroeconomic policy analysis. The course is directed by Pierre-Richard Agénor 
(World Bank} and Fernando Blumenschein (University of São Paulo). Speakers are 
leading experts in the field and include Pr. Joshua Aizenman (Dartmouth College), 
Robert Flood (international Monetary Fund), John McDermott (Reserve Bank of 
New Zealand), and Klaus Schmidt-Hobbel (Central Bank of Chile), as well as staff 
members of both partner institutions. 


Topics include: 


* Money versus Inflation Targeting 
Banking Cr “auses, Effects and 
Implications for Monetary Policy 
Exchange Rate Regimes and 
Currency Crises 
Managing Capital Flows 
Fiscal liabilities and quasi-fiscal deficits 





and the Sequencing of Reforms 

+ Simulation Models for Macroeconomic 
Analysis 

* Time Series Econometrics with 
Macroecanomic Applications 


The course is managed by Blanca Moreno-Herrero (World Bank). The Targeted 
Audience consists of professional macroeconomists in government, international 
organizations and private sector institutions. 


For Applications or Information, please contact: 
Chris Duggan 
World Bank Institute 
Tel: 1-202-47 30605 
Fax: 1-202-6769810 
e-mail: cduggan@worldbank.org 
visit our web site at: http-Awww.worldbank.org/macro-program 
Course Tuition is USD2.800 










in your life. 





Cesma MBA at E.M.LYON 
Do it for yourself. 
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SOLVAY BUSINESS SCHOOL 


+ Financial Liberalization, Financial Volatility 





The second most 
important decision 


Choose the right MBA. It will be your partner for life. If you see your career 
as being entrepreneurial and multi-cultural, the choice is E.M.LYON: 

the school of management at Europe’s cosmopolitan hub. 1 year full-time, 
2 year part-time. Teaching in English or French. Worldwide network of 
exchanges. Emphasis on personal development. Nearly four job offers 

for every graduate from a who’s who of multinationals. Call Jacqueline Del 
Bello on 334 78 33 78 65 or e-mail: mba1@em-lyon.com for brochure. 




























MBA in Brussels 





sinw 


Université Libre de Bruxelles 


e i year intensive MBA in English 
e International faculty & student body 
e Specialisation in European Management 





E-mail:mba@ulb.ac.be | 
Bateau il 


UNIVERSITY DEGREE 


For Life, Academic & Work Experience 


Degrees for people who want to be more effective 
and secure in their jobs or professions. 


Earn your BACHELOR'S, MASTER'S or DOCTORATE degree by 
utilizing your a Arpana experience. olge ouiNaten| rodite are 
given for your: ary; company Ing, Indust 

position with a , courses, seminars and business experience. 

legai degree We accept college credits no matter when taken. 

and Our graduates are recognized for their achievements in business and 
transcripts industry. We will assist you in completing your degree requirements 
at your own pace through home study. 


Send/ax detailed resume for a NO COST evaluation. 


Pacific Western University 
1210 Auahi Street, Dept 137; Honolulu, Ht 96814-4922 
1-(808) 597-1909 
CALL: (800) 423-3244 ext. 137 UK: 0800-960-413 
Fax: (310) 471-6456 E-Mail:admissions@pwu.com 
http://www. pwu-hħi.edu 


"As you know 
experience is 
still the best 

teacher... But 
degrees open 
doors.” 






EUROPEAN 
ENTREPRENEURIAL 
LEARNING 
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International Certification Program 


The Chartered Treasury Manager (CTM®) designation is a symbol 
of excellence and a mark of achievement. A strong evidence of adherence 
to professional standards and code of ethics. After successful completion 
of study and examinations, the Charterholders of ACTM will earn the 
right to use the CTM designation and join the growing global profession 
of treasury managers. 


The Association of Chartered Treasury Managers offers the International 
Certification Program leading to the designation, "Chartered Treasury 
Manager” (CTM). The CTM Program is designed to promote knowledge, 


skills and integrity among treasury professionals worldwide. 


For further information 
call us quoting ref ECON/191199 
on +44 (0) 20 7814 5015 


City University Business School 
Frobisher Crescent 

Barbican Centre 

London EC2Y 8HB 

United Kingdom 


www.city.ac.uk/cubs/mba 


==CITY 


a University 


THE ECONOMIST NOVEMBER 20TH 1999 


INCTM 


The Association of Chartered Treasury Managers 


For more details and a free brochure, please contact us at 


Telephone : 
Fax : 1 419-710-8860 


1 408-241-4895 (International); 1 877-410-3702 (US) 
Email : info@actm.org Website : www.actm.org 


ACTM, CTM and Chartered Treasury Manager are trademarks. 


yreturns 


MBA Programme 


Investing in an MBA can be a 
profitable exercise, both for your 
career and personal development. 


But to maximise the profit 
opportunity, consider the advantages 
of an MBA frorn City University 
Business School. 


Our City of London location puts you 
at the heart of one of the world's 
most exhilarating business centres, 
where the networking opportunities 
are unmatched. 


Our reputation for trailblazing 
research and academic excellence 


have earned us the respect of 
potential employers, as well as a 
place in the world’s top 50 business 
schools (FT Business Education 
Survey, January 1999). 


Our international focus is matched by 
our cosmopolitan intake, giving you 
access to a career-long support 
network of alumni in over 50 countries. 
Whether you're interested in full- or 
part-time evening study, or a general or 
specialist MBA, checking us out could 
be rewarding — for many years to come. 


AMBA Accredited. 
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Lectureships in Economics 





Department of Economics 


Applications are invited for two permanent lectureships in economics. 

The persons appointed will have a strong commitment to excellence in research 
and teaching. Applications are welcome from suitably qualified candidates 
specialising in any field of economics. 


The Department of Economics at Essex has been rated Grade 5 in the last three 
Research Assessment Exercises and it seeks to further improve its research 
standing, It has large undergraduate and postgraduate programmes in 
economics and is developing new initiatives, particularly at the postgraduate 
level. It is part of a strong research-oriented group of social science departments 
and has research links with the ESRC-sponsored Institute of Social and 
Economic Research, which is also located at Essex. 


Appointment to these permanent posts will be on either Lecturer Grade A or 
Grade B, (in the range £17,238 - £30,065 per annum). Both appointments will 
be made from 1st September 2000. 


Application details may be obtained by telephoning Colchester (01206) 872462 
(24 hours), quoting reference L/585, by e-mail to staffing@essex.ac.uk or by 
writing to the Personnel Section, University of Essex, Wivenhoe Park, Colchester, 
Essex CO4 380. 


Further particulars may be viewed on the website www.essex.ac.uk//vacancies 
Closing date: Wednesday, 12 January 2000. 


University of Essex 


~ COURSES 


FS Amsterdam 
© Institute of Finance 
In cooperation with the faculty of 


INSEAD 


Due to continued demand for the coming year, 
AIF will offer three sessions of 


Foundations 
of Finance 


(February I7 - March 10) 
(June 29 - July 21) 
(August 31 - September 22) 


Financial Analysis, Capital Budgeting 

and Financial. Markets 

Valuation, Capital Structure and Derivatives 
Equity and Debt Financing 


For information, please visit our Web site or contact us directly. 


AIF - Herengracht 205, 1016 BE Amsterdam, The Netherlands 
telephone: +31-20-5200162/160 - fax: +31-20-S200161 


e-mail: info fini - internet: www.aif.ni 
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THE DANISH AGRICULTURAL AND — oe 


VETERINARY RESEARCH COUNCIL AN 





Research Professor 


in The Economics of Agri-Food Supply 
Chains and Cooperatives 


Applications are invited for a five-year position as a 
research professor in The Economics of Agri-Food Supply 
Chains and Cooperatives at the Department of 
Economics and Natural Resources at The Royal 
Veterinary and Agricultural University (KVL), available 
from January 1, 2000. 


The field of research will primarily include the 
economics and organization in processing and marketing 
agricultural commodities and food products with 
emphasis on the vertical relationships and coordination 
in the agri-food chain, economics of producer 
cooperatives, analysis of supply and demand, 
determination of prices, market structure, and 
competition. 


The duties of the research professor will include research 
and research leadership and require teaching and 
supervisory duties pertaining to Ph.D. programs and 
general project management. 


Applicants should have a proven record of scientific 
achievement of international standing in applied 
microeconomic theory and in at least one of the areas 
industrial organization, new-institutional economics, and 
theory of cooperatives. 

Strong analytical skills, in game theory, contact theory, 
and in quantitative methods will be an advantage. 


The chair is a salary 37 post and will be filled in 
accordance with the agreement between the Danish 
Ministry of Finance and AC (the Federation of Graduate 
Employee Unions). 

A personal salary increment may be negotiated. 


The Royal Veterinary and Agricultural University of 
Copenhagen, Denmark (KVL) will employ the appointee. 


Applicants should obtain the complete recruitment 
advertisement for the professorship before applying. 

A complete advertisement can be found on SJVF’s 
homepage (http:\\www.forsk.dk/sjvf) or can be 
requested from Lise W. Kristiansen, e-mail: lwk@forsk.dk 
tel. +45 3544 6380. 


Please forward 6 copies of the applications marked 
“Research Professor in The Economics of Agri-food 
Supply Chains and Cooperatives” to: 


The Danish Agricultural and Veterinary Research 
Council, Randersgade 60, DK 2100 Copenhagen Ø, 
Denmark. 


The closing date for applications is January 15, 2000, at 
12.00-a.m. 
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THE INTERNATIONAL HUMAN RIGHTS LAW GROUP 


is a nonprofit organisation of human rights professionals 
engaged in training, technical assistance, advocacy and 
litigation. The Law Group seeks applications for the 
following positions: Director, Africa Program, based in 
Washington, DC; Nigeria Program Director, Abuja: 
Congo Program Director, Kinshasa: Women’s Rights 
Advocacy Field Coordinator / Morocco, Rabat; and 
Women’s Rights Advocacy Field Coordinator / Yemen, 
Sanaa. All positions require an advanced university degree in 
law or other relevant field. For more information, please visit 
the Law Group’s web site at hrlawgroup.org. Direct resume 
and cover letter by mail, fax or email to: International 
Human Rights Law Group, 1200 18th Street, NW, Suite 
602, Washington, DC 20036. Fax. 202 822 4606; E-mail: 
HumanRight@HRLawGroup.org 











MANAGERS 


International 


Business Development 


Our client, With a focus on marketing and 


amaorUS business Popea opportunities, LATH actively promotes an 
a major t-> vou will establish new sites in foreign Titec Alenius w Ionie Mech Lie Equal Opportunities Policy. 


corporation with locations, recruit local personnel and 
h direct business operations. Managers 
worldwide opera- must have a professional background 
tions, is seeking and demonstrated experience in one or 
. more business and technology fields, 
to extend its including business negotiation, sales/ 
marketing, manu facturing, computers, 
telecommunications and engineering. 
number of Technical and scientific professionals 
with limited business management 
experierice will also be considered if 
markets. Skilled they otherwise qualify, 


business managers Our client seeks professionals with 
> motivation and drive who have proven, 
and executives — successful track records in international 
business. Demonstrated qualifications 
should include strategic planning and 
experience are aggressive business develoumert skills. 
Candidates must be able to empower 
employees and manage their activities 
and guide this with minimal direct supervision, while 
3 delivering accountability for their 
entire aged a Foreign language 
tive. Current loca- Skills are a definite plus. 
An attractive compensation and 
benefits package is offered. Due to the 
include, but are large number of responses we expect, 
it may not be possible to reply to every 
candidate, No telephone inquiries will 
Latin America, be accepted. EOE. To apply, send your 
. , resume (must include reference: EC/1120) 
Asia and by fax or e-mail 
eastern È » to: FAX: 
Eastern Europe. (800) 890-4295; 
e-mail: 
srd@us.net 


presence in a 


international 


with overseas 
required to lead 
expansion initia- 
tions of interest 


not limited to, 


Professional Placement Worldwide 
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| Liverpool Associates in Tropical Health Ltd. 


CONSULTANT IN 
INTERNATIONAL HEALTH 


c£32,000 plus bonus 


LATH is a subsidiary company of the Liverpool of Tropical 
Medicine, one of the oldest and most prestigious organisations of 
its kind in the world. Our mission is to make a substantial 
contribution to improving the health of less advantaged 
communities overseas through the provision of quality 
consultancy and project management services. 

We seek an experienced International Health Consultant 
with expertise in fields such as: health economics, health 
planning, HRD, public health, and social development, to help 
us achieve our mission. Experience in developing countries, 
writing project tenders, excellent communication skills, 
enthusiasm and a positive attitude are all essential. 

The Consultant will generate new business through 
provision of their own consultancy services plus successful project 
tendering and management. You will have a lead role in strategic 
development of LATH and there may be opportunities for 
involvement in the academic activities of the School. The post is 
offered for 3 years in the first instance. 

Further information can be obtained from our web site: 
www.lath.com or from The Personnel Officer, Liverpool 
School of Tropical Medicine, Pembroke Place, Liverpool 
L3 5QA. If interested, please forward your CV with covering 
letter and names of 3 referees to The Personnel Officer by 
6 December 1999, Interviews will take 
place on 20 December. Specific enquiries 
to John McCullough, General Manager, 
LATH are welcome, on 0151 708 9393. 


































leader in providing training products and services to the 
financial industry. Since its founding in 1922 by the New 
York Stock Exchange, NYIF has trained over 500,000 stu- 
dents in over 120 countries. 


NYIF seeks instructors fluent in Spanish and/or 
Portuguese for its expanding course offerings in Latin 
America. Instructors should demonstrate significant (10 
years +) prior professional and teaching experience in 
one of the following areas: 


@ Futures and Options — 
© Value-At-Risk = 
-e Portfolio Management 


NYIF is looking for practitioners that have strong teach- 
ing skills and the ability to adapt course materials to meet 
the needs of international finance professionals. 
Instructors will be hired on a per course basis and pay will 
be competitive. 


For immediate consideration, please send your curriculum vitae to: 


‘Jeanne Balcom 


New York Institute of Finance NEW YORK 
Fax: 703-527-1844 NSTITUTE 
E-mail: Jbalcom@compuserve.com I 


Visit us at: www.nyif.com OF FINANCE 


University of Missouri, Columbia, MO 

FO International Economics 
The Department of Economics encourages applications and nominations for 
the newly established Kenneth L. Lay Chair in International Economics. 
Candidates should have substantial scholarly achievements and a 
commitment to teaching excellence at both the graduate and undergraduate 
levels. An application should include a curriculum vitae, copies of relevant 
publications and working papers, and the names of at least four references 
whom we may contact, The search will continue until the position is filled. 
An equal opportunity employer. 
CONTACT: | Recruiting Chair, Kenneth L. Lay Chair in International 

Economics. University of Missouri. Department of Economics, 118 
Professional Building, Columbia, MO 65211-6040. 


DIRECTOR OF CONFERENCES 


Coaltrans Conferences Limited 
A subsidiary of Euromoney Institutional Investor PLC 


Coaltrans Conferences runs the world’s largest ‘international Coal industry 
conference, as well as events in Electricity and Renewables. It also organizes a series 
of other international regional conferences, exhibitions, training courses and field trips. 
The Position: *Manage the whole process: 5-6 major conferences a year. *Design and 
originate innovative and imaginative programmes to tight deadlines. ‘Manage support 
team, budgets and sponsorship sales. The Requirements: «Extensive event business 
management experience. «Initiative and an enthusiastic and highly energetic approach. 
*Sound knowledge of world economic issues *Good selling, research and writing skills, 
Remuneration: Good package including profit share arrangements and PLC benefits. 


To apply: please send your CV, with a covering letter indicating your current salary, to 
Susannah Murray at Euromoney Institutional Investor PLC, (Coaltrans Conferences Ltd). 
Nestor House, Playhouse Yard, London EC4V SEX, (tel: G171 779 8778, fax: 0171 779 
8688, email: smurray(@euromoneyple.com). 


Business School 
Human Resource 
Management/Organisational 


Behaviour/Employment Studies 


The University of North London’s Business School provides a wide 
range of business and related programmes and research activities. 
One key area of focus for the Business School is in the field of 
Organisational Behaviour and Human Resource Management. 

A number of opportunities are available to contribute to a strong 
and expanding research profile in the field. 


PROFESSOR/READER 
£30,117 to £37,3 


discretionary. 
per annum inc: 


PRINCIPAL/SENIOR RESEARCH 


FELLOW 
£25,317 to £37,323 per annum inc. 
Ref. BFI52 i 


Applicants should be research active with a strong publications 


record. An ability to contribute to the strategic development of 
the research profile will be required in the senior posts. 


Informal enquires to Dr John Clark 
(j.clark@unl.ac.uk) or Prof Yochanan 
Altman (y.altman@unl.ac.uk). 


Application forms and further details can 
be obtained by sending a 7x10 stamped, 
addressed envelope to Human Resources, 
University of North London, Holloway Road, 
London N7 8DB or email nerain@unl.ac.uk 
“quoting the appropriate reference number. 


Closing date: 8th December 1999. 


UNIVERSITY OF 
NORTH LONDON 


The University of North London is an Equal Opportunities employer 
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Five Positions with International Environmental Organization 


The Commission for Environmental Cooperation is an international organization established by Canada, 
Mexico and the United States to facilitate cooperation among ihe three countries “in the protection of the 
environment af North America, The Secretariat of the CEC, located in Montreal, Canada, seeks qualified 
candidates to filt the following vacant posts: 

« Program Manager, Environment, Economy and Trade + Program Manager, Law and Policy 

+ Program Manager, Conservation of Biodiversity + Controller e Media and Outreach Oieee 
For further information on these positions. please consult the job postings under ‘Contracts and Job Offers” on the 
CEC website www.cec.org. 
Commission for Environmental Cooperation, 393, rue St. Jacques Ouest, Suite 200, Montreal, Quebec, Canada HIY INY 





. . 
Senior clairvoyants 
New, web-based financial journal seeks writers who, if not actually clairvoyant, 
are accustomed to thinking and writing about the next thing to happen in 
markets. Candidates should possess knowledge, imagination and writing ability. 
They will be expected to.conceive, as well as to write, analytical articles that 
professional investors will pay good money to read. Our coverage will span the 
gamut of markets, from bonds and stocks to currencies and commodities, 
Although we will be situated in New York, you wouldn't have to be. Send 
resume and writing sample to: Box #172, 111 West 57" St, New York, NY 10019. 


° 
Junior analysts 
New, web-based financial journal seeks up-and-coming analytical talent to work 
in New York. Candidates should be financially and economically knowledgeable. 
Particularly welcome is professional experience in analyzing financial 
statements. Familiarity with standard research tools ~ Bloomberg, online data 
sources, etc. ~ is a must, as is scrupulous and habitual attention to accuracy and 
detail. Send resume to: Box #172, 111 West 57" St, New York, NY 10019. 





G.L. WOOD CHAIR OF 
ACCOUNTING 


Faculty of Economics and Commerce 


The University, recognised internationally for excellence in teaching 
and research, is located centrally in Melbourne, a vibrant centre of 
Australian intellectual and cultural life. 


The Position: The Chair is located in the Department of 
Accounting and Finance, Faculty of Economics and Commerce. 


The Person: You will have a distinguished record of achievement in 
both research and teaching in financial accounting and will be 
expected to give leadership in this field. 


Remuneration: An attractive remuneration package will be negotiated. 


Contact: Academic enquiries should be directed to Professor Ross 
Williams, Dean, Faculty of Economics and Commerce,telephone 
(61 3) 9344-5311; secure facsimile (6! 3) 9347-3986; e-mail: 
r.williams@ecomfac.unimelb.edu.au 


Further information about the position including details of the 
application procedure, conditions of outside work, superannuation, 
travel and removal expenses, housing assistance and conditions 
of appointment, is available from John Goodwin, telephone 
(61 3) 9344-7935; secure facsimile; (61 3) 9344-6897; email: 
j.goodwin@unisec.unimelb.edu.au or from Association of 
Commonwealth Universities (47826), 36 Gordon Square, London 
WCIH OPF (tel: 0207 387 8572 ext. 206; fax: 0207 383 0368; email: 
adverts@acu,ac.uk). This information is also available on the internet: 
http://www.unimelb.edu.au/ExecServ/Seniorapp/index.htm 


Application to: University Secretary, The University of Melbourne, 
Victoria, 3010 Australia (marked “PERSONAL 
AND. CONFIDENTIAL”). Secure facsimile 
(61 3) 9344-6987, by | February 2000. 


The Council reserves to itself the right to make 
no appointment or to fill the Chair by invitation 
at any stage. 





THE UNIVERSITY OF 


MELBOURNE 


Australia 


An equal opportunity employer 


MELBOURNE 
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A EDUCATION SECTOR ADVISER 
Pevelopment LUSAKA, ZAMBIA 





The quality of education in Zambia, and access to it, has been QUALIFICATIONS AND EXPERIENCE 
in steady decline for many years. With nearly two-thirds of the 
population living in absolute poverty, parents have a heavy 
burden meeting the cost of their children’s education. DFID’s 
support gives priority to enhancing access, equity and quality in 
basic education and is closely allied to the, Government of 
Zambia's national policy for education “Educating our Future” 
which, in turn, is being. promoted through -sub-sectoral 
programmes, BESSIP (Basic Education Sub-Sector Investment 
Programme). Pedi 2 


With a degree in education, another social science or related 
discipline and a higher degree or equivalent, you'll need 
experience of advising senior government officials on a national 
or international basis. A proven track record of working on 
education programmes in a developing country (preferably 
African) would be ideal, as would the development of sector 
programmes including financial management. Political sensitivity 
and an understanding of the macro-economic and social 
nore environment will be invaluable and you'll have strong skills in 
A continuous DFID education. presence is necessary in orderto supporting change management/organisational development. 
allow for regular. dialogue with the Government of Zambia and’. TERMS OF APPOINTMENT 

: other tünding/donor agendes- Your role Will be to develop: ar This is a 3 year contract with fare-paid UK leave and the salary 
in-depth knowledge of Zambia's education system and related ffer is c£40,000 (UK Taxable) 

sectors, facilitating and contributing to the development of a, °"° a > anne 2 2 

sector partnership and programme in support of the initiation — Candidates should either be nationals of Member States of the 
and implementation of the BESSIP. You'll also provide advice to | European Economic Area (EEA), or Commonwealth citizens who 
DFID: Central Africa in driving | orward the sector development have an established right of abode and the right to work in the 
process and promote integration of existing DFID-supported United Kingdom. 

< projects within the mainstream of sector development. Closing date: 11th December 1999. 










































_ Application forms can be obtained, quoting reference AH304/2/FS/TE clearly on your envelope, from 
Mrs F Stevenson, Department for International Development, Abercrombie House, Room AH304, Eaglesham Road, 
East Kilbride G75 8EA or telephone (01355). 843243 (answerphone) or e-mail: f-stevenson@dfid.gov.uk 
hitp://www.dfid.gov.uk eis rai . 















The Department for International Development (DFID) is the sector and institutions such as the World Bank, UN agencies 
British government department responsible for promoting and the European Commission. Most of our assistance is 
development and the reduction of poverty. DFID is committed 
to the internationally agreed target of halving the proportion of 
people living in extreme poverty by 2015. 


Fulfilling Britain’s commitment to Mamas world poverty 





concentrated on the poorest countries in Asia and sub-Saharan 
Africa, but we also work in middle income countries, and in 


> RE ; ; entral as t. 
DFID works in partnership with governments, international and Ceritral and:Eastern Europe 


national non-governmental organisations, the private DFID adheres to the Civil Service’s Equal Opportunities policy. 


CTEM E REUTER USINESS & 
PERSONAL 


















Executive $75K-S00K+. Career searching into, within or out of 

/ Europe / M.East / U.S.? Contact for Free Info & Critique 

www.careerpath.co.uk CANADA IMMIGRATION 
Fax: 

USA/Canada +] 202 4781698 — cpamericaé 

Europe +44 20 75048280 — cpeuropes 

Asia / M. East/Aus +66 2 2674688 cpasia@ 









MEDIA RELATIONS 
OFFICER 


The Roll Back Malaria initiative of the 
World Health Organization seeks a 
proactive, results-oriented individual to 
help draw international media attention 
-to the world’s malaria epidemic and other 
infectious diseases. One million paapie 
are dying from mataria each year, even 
though affordable interventions exist that 
could prevent hall these deaths. 
Ambitious advocacy plans are being 
made to address this crisis 
Qualifications: Five years media relations 
experience on health, development or 
social Issues: an impressive track record 
generating extensive top-tier media 
coverage, persuasive writing skills; and 
PR campaign coordination experience. 
Monthly remuneration approximately 
USD 6,000, tax-free. Position based in 
Geneva with extensive travel. 
Recruitment is for eleven months subject 
to renewal. Applications deadline: 
December 1. Send c.v, with photograph 
and published writing samples (not 
returned) to: Kraig Klaudt - CDS, World 
Health Organization, 20 Avenue Appia 
CH-1211, Geneva 27, Switzerland 
Applications from women are 
encouraged. 


Emaik 
‘careerpath.co.uk 
areerpath.co.uk 
kk loxinfo.co.th 
























Canadian Citize 
Cather 
í 4 


@ OPEN SOCIETY INSTITUTE, BUDAPEST 






















f 
| 

| 

i 

| 

| institute that promotes the advancement: of higher education inthe humanities and social 
i : $ d Ae “pas 

| sciences, seeks a PROGRAM MANAGER to assist in the design, implementation and 
| 

i 

| 

| 

i 

| 


ON-LINE 
WOOD AUCTION 










| 
| 
} 
The Higher Education Support Program (HESP), the program of the Open Society | 
| 
d 
administration of a new university-level faculty development program for the humani- i 
ties and socia) sciences in the Balkans. | 
Qualifications: The ideal candidate will possess teaching and research experience at the 
university level in the social sciences -or humanities; strong analyt administrative, | 
Inira al and intemevpeniis Sites PA POF Canal S aiik ig | 7 a f 
organizational and interpersonal skills: and broad know ledge af and contacts with | | Save on the materials you need! | 
universities in the region. Strong written and oral communication skills are also required. H a i i Pee 
He'she will be flexible, creative, detail-oriented and culturally sensitive, and will work | Sell the pr oducts you don't! | 
| 
| 









well with others in an international team. | | Fast, safe, neutral, secure. 
Terms: This is envisaged ag a two-year position based in Budapest but will require exten- 
sive travel 





| * Large quantities to one-offs 
* Tools and equipment 
Industry news, 
free newsletter! 


www.e-Wood.comcss 





Please send a cover letter and professional Curriculum Vitae including contact details of 
three referees to the following address no later than December 15th, 1999- 










AdminConsult Rt 
Attention of Mr. M. Dunstone 
Október 6. utca 12, H-1051 Budapest, Hungary 


Fax: +36-1-327-3133 e-mail: dunstone(@osi hu 












PE PP EL A EE E Ee OE TO TE 


Or cali +01 781 283 5757 
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Competition Economists 


=) 


The Financial Services Authority 
(FSA) is the new integrated 
regulatory authority for the UK 
financial services industry. 
Its scope extends to banking, 
securities and investments, 
building societies, insurance, 
friendly societies and 


credit unions. 


S 


Financial Regulation 


On November 9 the Chancellor 
announced an enhanced role for the 
FSA in facilitating competition in 
the financial services sector. We are 
looking to ensure that in carrying 
out our new responsibilities we 

are informed by first class 

economic analysis. 


So, we are looking to recruit two 
first class economists to join the 
team of eight economists already in 
place. The posts will involve a 
stimulating mix of background 
empirical economic research and 
economic advice to: policymakers. 


One of the posts is likely to be at 

a relatively senior level requiring 
several years’ experience of empirical 
research in-the economics of 
competition and an ability to play 

a lead role in driving forward our 
research agenda in this area. 

For both posts you will require an 
excellent first degree, and preferably 
a further degree, in economics, and 
an ability to communicate economic 
ideas to non-specialists. 


Financial Services Authority 


BUSINESS & PERSONAL 


Mi, | OFFSHORE COMPANIES TRUSTS FOUNDATIONS | 






CANADA - JACQUE LAPINE 


Internatianal Company Services (Canada) Ltd 


Email: icscanada@cedep.net 





USA (WEST) - KASRA SADR JD 
International Company Services (USA) Inc 










Email: usawest@ICSL.com 
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UK - PEYMAN ZIA 
International Company Services (UK) Ltd 
Yel: +1 450 679 7452 Fax: +1450 6794263 Tel: +351 1314 2030 Fax: +351 13142031 Tel: +44 171 493 4244 Fax: +44 171 491 0605 „ 
Email: por@ICSL.com : 


USA (EAST) - JERRY BAKERJIAN BBA URUGUAY - Dr. CARLOS QUERALTO 
International Company Services (USA) Inc 
‘Yel: +2 910 5508712 Fax: +4310 205 7973 Tel: +1 954 943 1498 Fax: +1 954 943 1499 
Email: usa@ICSL.com 


Email: uk@ICSL.com 


International Company Services S.A. 
Fel: +598 29021165 Fax: +598 2 902 1191 
Email: uy@ICSL.com 


These exciting posts offer the 
chance to research and publish 
papers and will involve fascinating 
challenges in balancing the demands 
of competition against the FSA's 
regulatory objectives. There will be 
considerable opportunities for 
professional development and 
encouragement to develop your 
profile outside the FSA as well as 
within. Highly competitive 
remuneration packages are available 
to the right candidates. 


Should you wish to apply, please 
write enclosing a detailed CV to 

Ms. B. Aldridge, Human Resources, FSA, 
25 The North Colonnade, Canary Wharf, 
London £14 5HS,. quoting reference 
number BA719. If you would like 
more information please contact Paul 
Johnson on 0171 676 3120. 


The closing date for ~ © 
receipt of applications C% < 
is 6th December 1999. “7 


FSA 





OFFSHORE COMPANIES TRUSTS | OFFSHORE COMPANIES TRUSTS FOUNDATIONS | 


Since 1977 The ICSL organisation has specialized in the establishment and administration of Offshore Companies, Trusts 

and other structures with emphasis on Tax Mitigation, Asset Protection and Privacy. We also arrange no tax/low tax 
residency and alternative citizenship and passport. For information or an initial consultation without obligation please 
contact your most convenient ICSL office. Our aim is to provide Quality Service at Reasonable Cost. 


IBERIA - ROD RAMSDEN LLB LLM 
ICSL Iberia Limitada 
















www.!l 
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European Bank 


for Reconstruction and Development 


The European Bank for 

Reconstruction and Development 

has a unique challenge to assist 

the countries of central and 

eastern Europe and the CIS in : : ; ppt TaG cae inc ab ators, - procure 
their transition to market 

economies, 


Through its investments the 
EBRD promotes privat tor 
n the strengthening of 
fihanču l institutions and legal 
stems, and the development of 
the infrastructure needed to 
support the pr s 
k applies sound banking and 
ment principles in all of its 
operations, and promotes 
onmentally sound and 
sustainable development. 


sponsibilities: Developing and manageme 


sin che non financial SME investment d 


ments: At least 5-6 years experi 
rears experience for Associate Ban 


y where he/she has acquired high level bat 


The Banking Department foc 

on the development of the pr 
sector, restructuring and privati- 
sation of the state assets, creation 
and strengthening of financial 
institutions, development and 
improvement of the environment, 
including action to improve 
nuclear safety. 


Besides a competitive compe 

and relocation package, we offer 
action and achievement in a truly 
historical enterprise. 





BUSINESS & PERSONAL 


CUT THE COST OF YOUR 
STAY IN LONDON 


Comlartable self-contained serviced studio Hats 
in Knightsbridge near Harrods. fully equipped 
xitchen-dinette, bathroom, phone, satelite TV. 
central heating, elevator, maid s , resident 
manager, Suk 1-2 persons, Brochure by Alr-Mail 
Knightsbridge Service Apartments 
45 Ennismore Gardens, London SW7 1AQ_ 
TEL: 0171 584 4123, Fax: 0171 584 9058. 
info@ksflats.demon.co.uk 
www, ksflats,demon.co,uk 





YOUR BOOK 
PUBLISHED 


Believe your work worthy of being published? 
We offer a complete and professional service. 


Both subsidised and non-subsidised contracts. 
AJ subjects considered, Member of 1P.G. 


JANUS PUBLISHING COMPANY LTD. 





HANDWRITING 
ANALYSIS 


Examiner of dispute 


New Authors 
Publish Your Work 


ALL SUBJECTS CONSIDERED 


i and anonymous 
character 

assessment for recruitient! purposes 

Phillippa Lavell FAE 

9 Village Close, London NW3 5AH 

Tel: +44(0)171 794 6060 

Fax: +44(03171 431 4699 


write or send your manuscript to: 
MINERVA PRESS 
315-317 REGENT STREET. 
LONDON WIR 7YB. ENGLAND 
weve. minerva~-press.co,uk 








lax spectalists, operating in 13 


HONG MONG: STUART STOSIE 


+852 2545 0550 
vereigngroup com 











Seroereign Thast Kabrata) Limited is lensed by the Finas 
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USA: BILL ANDREWS 
Tel: +852 2542 1177 Tel: 






VW Ww a ie Me is Be Te an an ten tee a i i 


Offshore € 


lane valiye aa cost- Leffective solutions to protect your assets and minimise your tax. The Sovereign Group is a professional global practice of leading 
3 jurisdictions worldwide for over 10 years. For complimentary copies of our guides to international tax planning and trustee Q 





services, please contact your most convenient Sovereign office. Alternatively call for expert pracucal advice free of obligation or charge. € 









GIBRALTAR: DIANE DENTITH 


G 
ing | 


UNITED KINGDOM: SIMON DENTON TC. Paul WINDER 





+4 787 363 9669 Tel: +350 76173 Tei: +44 (03207 479 7070 Tel: +1 649 946 5036 Ç 
oor 9668 Fax: +350 70158 Fax: +44 (0}207 439 4436 Fax: +1 649 946 5082 

gib@sovercigngroup com uki@sovereigngroup. com tci@sovereigngroup,.com € 

FSC GO1438 women i 





rare a as yw ew: a se ae 4 > Ss & 42> www.sovereigngroup.com 
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London Hotel School offers the - KINGSTON 
opportunity to qualify to work in 
the world's biggest & fastest ; 
growing Biema Choose from London Hotel School 
5 UK & USA accredited hospitality * Hospitality General 
Diploma courses of 12 theory units Management 

which you can start any month, * Human Resources 


followed by a one year paid * Hospitality Finance 
internship in a London hotel. * Sales & Marketing 


LHS. the management fast track. , Hospitality & Tourism 
London Hotel School Gonads tor a Droe education to make its. presence felt in the UK, 
N SE sie S g representing a natural progression for graduates with 


edford Avenue Pis ARN 171 665 0000 an MBA or business-related Master’s level qualification. 
London WC1B 3AS Oni / g 



























“a true doctorate for business professionals” 








Doctor of Business Administration 







The DBA is the next generation of postgraduate 








“The Kingston: DBA is: equal in status to a traditional 
ery PhD - on successful completion you will gain the title 


TENER in Chile f of Doctor. 


Intensive Spanish tanguage training tor rope lamella chek Pooh Qur,.academically. rigorous and challenging 
tives, ifintern: a AJDE €valualion’) send resume s pi . 

execu Gauelers andi ational studems, 6400 UPTOWN BLVD NE ¢ “SUITE 398-W programme its designed to contribute to the 

jae, LL et ~ q, Dem-34 + ALBUG., NM 87110°USA growth of business professionals, focusing on the 







































» f 34@centuryuniversity, edu 
Los Leones 439 Santiago. Chile a, 1-800-240-6757 development of advanced conceptual frameworks 


Tel: {56-2} 233-4356 Fax: (56-2) 234-1380 ONLINE OPTIONS 
E-mail: barnold@linguatec.cl wwylinguatecel : 


and skills needed by senior executives within the 
context of strategic management. 









WHICH UNIVERSITY 



















SER ee LTS NOW RECRUITING FOR JANUARY 2000 
i ; oae ye poniy” For an informal discussion and more information contact 
ST. GEORGE UNIVERSIT i P ” Lesley Ledden on 0181 547 7226 Fax: 0181 547 7026 
Distant Education Centre: PAFAT e-mail: .ledden@kingston.ac.uk 


Fels +81 (RB) 665-70. 
Fax: +81 (FR) 6: 






KINGSTON 


UNIVERSITY 















eurn how ciy it is to become s Certified Professional 
ulant (CPC) in your own Ñekt Write for free 














The Consultants fnstitute 
Learn More * Remember More * NENET your Skilis n 
in today's lastchanging business environment, you need 
ideas. But what busy 
i every imponan new book 
from cover to cover? 

Save 85% Book Costs Save 95% Study Time 
Four times avery month ihe expert aduers of 
MBA UPDATE EXECUTIVE BOOK SUMMARIES 
condense the hottest new book into a power pack that's 
gasy io- digest, free of jargon - and readable in 20 minutes. 
Leadership * Management Methods * Business Trends 
Suecasstul Entrepreneurship * Sales 
Decision Making * Personal Skills * and more 
Whether you hald an MBA. or are studying for one. or 
just thinking aboul H-arepress colleagues and competitors 
with the breadth and depth of your reading Remember 
You tion’! have to be an MBA to parfarm lke ansi 
Send no money. Request your first 4 Summaries on 
Free Trial Approval and without obligation. 










APPOINTMENTS 





















BUSINESS & 
PERSONAL 


#@*LONDON'A 


my ey serviced apartments offering best value 

r money. Our a us offer great savings a 
dared to hotels. Fully serviced, private 

m, kitchen. TV, telephone, central a 
































UNIVERSITY 


www. MariEd.com/2/I Sr ee OF BRISTOL 
Tourist Board Approved W 
Ashburn Garden Apartments 
3 Ashburn Gardens a 


Chair in the 
Politics of Development 


AS part of the strategic development of the Faculty of 
Sécial: Sciences in the area of International Policy 
evelopment, applications are invited for this new 
Chair in the Department of Politics. 


a South Kensington, London SW7 4DG, UK 
a a 
DWord Bid |v tines 
@ ss info@ashburngardens.co.uk = 


INTERNATIONAL FRADE LEADS S Tel: ++44 207 370 2663 





















Fax: ++44 207 370 6743 
SERRE 


View details at: Immigration & Investment 


www.worldbid.com in USA, Canada, 


BUSINESS Australia & Spain 
OPPORTUNITIES Are you looking for 


permanent residency in the 
independent category or as 


an investor? 





It be an outstanding international scholar with a 
proven research record in terms of. publications and 
funded research. Your interests should: compliment the 
existing strengths of the University and contribute to 
cognate interests with the Faculty. 


her details telephone (0117) 954 6947, 
minicom (0117) 928 8894 or E-Mail 
~ Recruitment@bris.ac.uk (stating postal address 
ONLY) quoting reference 5999. 


The closing date for applications is 7th January 2000. 





international Trade Information Company 

seeks well establishes d, aggressive companies 
inter 4 in acting as commissioned sales 
agents n selected countries of Europe. 
Responsibilities include cold calling, direct 

mall, cHent-site demonstrations and attending 





Documentation including 
investment opportunities 
supplied for only $50 USD 


trade shows, infor available on CD. 
ROM, on-line, paper reports and Internet 

Knowledge of imporvexport industry a plus 

Competitie commi plan and enormous 
Brow th pore. intial. ` applic anta only 






Dr. Abdi Consultant International 
Apartado de Correos No. 79 
43200 Re gona (Spe ain) 

Tel & F 4977 34 132 


www.bris. uk 
www. bris.ac.uk AN EQUAL OPPORTUNITIES EMPLOYER 





Please call our London office at 44- 17 -430- 2503. 
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outsourcing Arthur Andersen's 









Global Conference for 
unlock ; Educators and Community Leaders 


| 

| 

| 

| 

| the | ourcing JJ) LEARNING FOR THE 21st CENTURY 
| new service y April 26-28, 2000 St. Charles, Illinois 
| economy | 

| 









@ Understand the coevolution of schools, higher 
Oxford education and business training toward a self- 
directed, lifelong learning system. 






hardback/paperback 
info & orders: www.oup.com: 


BUSINESS & PERSONAL 


INCORPORATE IN USA 
BY FAX OR PHONE 


+ Corporations and LLCs | TYPICAL INCORPORATING FEES 


+ Free name reservation - Delaware $199.00 Future 

o Personal assets shielded Wyoming $285.00 Dan Greenberg - Founder of Sudbury Valley 

e Confidential and cost effective | Nevada $380.00 Schoo! 

e Full registered agent services 3 Utah $276.90 David Langford — School Quality Consultant 


Drew Lebby — School Strategy Consultant 
FAX: 302-421-5753 TEL: 302-421-5750 Nicholas Negroponte — Founder of MIT Media 


Registered Agents, Ltd. Web Site: www.incusa.com Lab 
1220 N. Markel Street, Suite 606_ Wilmington, Delaware 19801 * Mark Russell ~ Humorist 









E General Session Speakers (all confirmed): 

« Russell Ackoff — Professor, Wharton School of 
Business 
Peter Block — Author and Consultant 
Richard Boulton -~ Arthur Andersen, Strategy & 
Planning 
Peter Drucker — Father of Modern Management 
Morton Egol ~ Arthur Andersen, School of the 
























. 



















Visit the Arthur Andersen Community Learning 
Center via videoconference with facilitators and 
learners. This modern version of the one-room 
schoolhouse for multiage, self-directed learners is 
evolving toward a learning environment for all ages. 












E Participate in workshops on Global Best 
Practices for learning in schools, higher 
education and business. 


630-444-4987 
Fax 630-444-4975 

E-Mail school.of.the.future@arthurandersen.com 
www.arthurandersen.com/schoolofthefuture 









to a A JS UK, ance: 





Please send me ________—— registration forms. 
Name (Mr./Ms.) 
Company/Org. eee 
Address 
City _ 
State/Country 


Germany, Sweden, Norway 
: Austr ia, Canada, from | 
here i in the world, | 


















Zip/Postcode sss 





Telephone. 


1402 TEANECK ROAD - SUITE 114 + TEANECK, NEW JERSEY - 07666 - USA 
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Kebelstoke 


REAL. TOUGH. LEATHER. 





4.9¢ a minute calls 
to the USA 
from anywhere 


Classic horsehide coats 
that last a lifetime. 
1141614666649 
1*868*REBELSTOKE 
www.rebelstoke.com 


OFFSHORE 


READY MADE COMPANIES 
LOWEST ANNUAL FEES 
NOMINEE SERVICE 

BANK INTRODUCTIONS 
OFFSHORE CREDIT CARDS 











in the world! 










8¢ calls to UK, France, Germany, 


Formation and admin 


OFF SHO RE 
TAX - FREE 
Companies world - wide 


f ba 


Funds GE) Express 


Tel: +353-1-6790600 Fax:4+353-1-6790475 
Ridge House, 1 Conyngham Road, 
Dublin 8, ireland 
E-mail: FundsExpress@clubi.ie 
Cyprus: 
Tel+357-2752415 Fax:+357-2768722 
Established since 1980 





Netherlands, Belgium, Hong Kong, 
Sweden, Switzerland & more! 


low, low rates in the true spirit of the holidays! Phone friends and 
family back in the U.S.A. at just 4.9¢ a min.! 


Or, call anywhere in Western 4 9¢ a min. NOW! 


UNITED KE 
- Head Of 


LAVECO 












Ge 








fice - 







a 







COMPANY & 








Europe for just 8¢ a min. Get 1-748-234-8228 


rock- rates around the K 
= a rates around the We'll call you right hack 
ee with all the facts! 









TRUST SERVICES 


and professional, we 
of offshore 






prices, and incorporate in all jurisdi 


















Call, fax, or contact Net2Phone” Fax: 1-520-940-1176 


SOW = uvat ‘ 
NOW and save! Ore:mail us-at: 
n2p3@usa.com 






Tel: 
Fax: 


RON ANIA 
0-092-326-3239 
at 923-154-605 
E-mail: lavecoro@ifs ro 






from only £250. 
Please contact Martin Neville - 
1624 677948 
24 677949 














RUSSIA 








e offer. Limited to P 


mars ory, Rates sublec: 


C-te-Phone calls only 
change without 









net“ phone’ 


www. net2phone.com 


: #7-4234-147-444 
7-4234-147-066 


nterprise net 


“Chesterfi, ield 


Group 


Salisbury House, Victoria Street 
Douglas, isle of Man IME 2LW 















The UK & Offshore 
Company Specialists 


SSSR SSEHEHSEHSHSSFSOHRSSSHHREHHBESERHEBE 


E Ready made & own choice of name 
Co's available in UK & worldwide. 
E Free advice & colour brochure. 
E Free name check. 
E We guarantee the 
lowest fees, 
E Complete 
confidentiality. 
Full nominee 
services, domicilation, 
bank introductions, 
mail, tel, fax, e-mail and 
associated services, 
E Ali major credit cards accepted. 


The Company Store To 

International is one of the longest 

established professional firms 

specialising in worldwi 

company and trust 

formation. We 

believe that we offer 

the quickest service 

and the most 

competitive fees, with 

no hidden extras. We 

undertake to refund the difference, 

i you can obtain the same services 
elsewhere at a lower cost. 






We make Glaser 


you, 


THE COMPANY STORE GROUP 


OTETI 


26 North John ‘Street, Liverpool 12 ORU, UK 
Tel: +44 (0) 151 258 1258 (24hrs) 
Fax: +44 (0) 151 236 0653 
e-mail: enq@companystoreworldwide.com 





ay 


Visit our comprehensive website: 
www.companystoreworldwide.com 
FREEPHONE (UK) 0800 26-26-62 
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Goods, and sell directly to 
Talk with us about 

your luggage and briefcase 
needs. Any purchase may 
be returned unused in ten 

days for a full refund. 


Please call for our free catalog. Toll free 800.234.1075. 


TOLL FREE 800-234-1075 ECON@GLASERDESIGNS.COM 









Our Flexible Unwreckable™ 
frame protects your laptop. 
Hand finished cowhide: 
choose natural, walnut or 
black. Letrer-size, fat letter- 
size, A4, or legal-size. 

$650 to $695. 










Travel 









Insiders™ dividers: 
customize the way you 
organize your documents 
and gear, 









GLASER DESIGNS 


TraveL Goons MARKERS 


32 OTIS ST. SAN FRANCISCO, CA 94103 
PHONE 415-552-3188 FAX 415-431-3999 
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Consulting 
Group 


wii. blowntobits.com 


Harvard Business School Press 
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i TO i 


OFFSHORE 
COMPANIES 


FROM THE 
WORLDS No. 1 
FEOVIR 


using al e 
Throughout our network of 
international offices we 
arrange 

pence 


mw Asset protection trusts 


of nominee services 


a Management & admin services 


COMPANIES AVAILABLE 
FROM us$350 


MADEIRA 
D Fiske Be Gouvei 
85e. MBA, MSI, Mi 


LUXEMBOURG 


F3 
Seana 
Diana Bea 


FINLAND 
pany Kompulainen 


HONG KONG 
Raymond Choi 
MBA MHA (Dip) 


CYPRUS 

Chris Vassiliades 
Attorney at-Law 
Tek +357 267321) 
Fak: + 


USA - AICS Ltd 
Kevin Mirecki 


LD WID 
OVERSEAS COMPANY 
REGISTRATION AGENTS LTD 
PO Box 55, Ramsey, 


Isle of Man, Great Britain, IM99 4EE 


E-mail: economist@ocra.com 
TEL: +44 1624 815544 
FAX: +44 1624 817080 


LONDON - Richard Cook, BSc 
Tol: +44 171 365 1096 Fax: +44 171 493 4973 


1509002 CERTIFICATED 


Toll Free From USA: 
1 800 283 4444 
Toll Free From UK: 
0800 269900 


www.ocra.com 


OCRA World Wide is a member of the Estate and 
General Group established in 1935 





fax close on 31 January 2000, Furth 
WORLDWIDE CORPORATE ioamaten including a ietaied Brochis 
SOLUTIONS LIMITED and proforma agreement can be obtained 





OFFSHORE COMPANIES 


& TAX PLANNING 
BY LAWYERS 


The SCF Group is probably Europe’s premier LICENSED 
trust and management practice fully owned and operated by 
qualified lawyers and accountants. Unlike many competitors, 

the Group is fully able to meet your entire individual and 

corporate tax planning needs whilst our in-house 
management capabilities allow for added confidentiality and 
extremely competitive fees. If you or your company want to 
protect your hard-earned assets and not let them go up in 
smoke, please contact us today. 


e 100’s of Companies immediately available! 
s Full Management & Nominee Services 
+ Secure Bank Introductions 

e Family Settlements & Asset Protection 
e Trust & Foundation registration 

ə Fiscal Migration 

e Full Tax Planning Services 
s GUARANTEED CONFIDENTIALITY 
s ULTRA COMPETITIVE FEES 


Ed aS ot = wee ‘ee Lad Lod 
For the ultimate TAX ‘Planning / effshore company 
website, brochures and much more please visit us at 
www.scfgroup.com 


Rec. as one of the top 30 financial websites by the 
Financial Times of Londons’ International Magazine 
EE Sk ee | 


FOR A FREE & FRIENDLY INITIAL CONSULTATION OR FULL COLOUR BROCHURE SENT OUT WITHIN 24 
HOURS PLEASE EMAIL US AT Offshore@scfgroup.com OR CONTACT ONE OF OUR OFFICES: 


LONDON DUBLIN MADEIRA MALAYSIA 
90-100 Sydney St, 27-29 Lower Edifico Marina Forum, Level 2, Lot 19, 
Chelsea, London, Pembroke St, Avenida Arriaga 77. Lazenda Commercial 

SW3 6NJ, UK Dublin 2, IRELAND 3rd Floor, Suk 305, Centre, Phase 3, Jalan 
Tek: +44 207 352 2274  Tek+353-1-662 1388 9000 Funchal, Okk Abdullah, 87000 
Fay:+44 207 795 0016 Fax+353-1-662 1554 Madeira, PORTUGAL Labuan FT, MALAYSIA 
Tel +351 291 202 840-8 Tek: +60 8 742 1644 
Fax:+351 281 202 849 «= Fax: +60 8 742 1646 


e-mail: 
sct@hibernian.pt 
THE SCF GROUP 


SEES RA HIBERNIAN TRUST & MANAGEMENT LDA mamaman 


(A Fuicy Licensen Trust & MANAGEMENT Co} 


e-mail: e-mail: 
offshore@sctgroup.com offshore@sefintl.iol.ie 


fl 


e-mail: 
seftrust@tm.net my 








2ND PASSPORTS, DRIVER'S 
LICENCES, DEGREES, BANK 
ACs, CAMOUFLAGE PASSPORTS 


Olympics 2000 - 
AE QpperrurIy 


are sought. for 




















GMC modation and 
A Sydney's oldest 
ax +3120-5241407 pale 
, t on Sten 524140 for four weeks 
Email: 100413324 Saecompuserve.com > period of the Sydney 2000 


http: www.global-moncy.com The Hote! is located in 






OFFSHORE COMPANIES 


or nine 
itities 
15.24 mtr motor 
fe of carrying 20 

catered is also included 
ng as an integral part of the Hotel 
ces during that period 










TRUSTS FOUNDATIONS 


Over 15 years of specialist company formation 
& management services. 
For a no-obligation confidential consultation, 
together with free explanatory brochure contact: 

















Expressions of interest in writing by mail 










rom 
The Lord Nelson Brewery Hotel, 
The Rocks Sydney 2000, Australia 
Tel 61-2-92514044 Fax 61-2-9251 1532 
2000 @lordnelson.com.au 











TEL. +44 1624 827153 
FAX. +44 1624 827154 


E Mail solutions@advsys.co.uk 
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ECON OMIC IN DI 





‘TORS 








| OUTPUT, DEMAND AND JOBS Ameran industrial-production growth rose to 2.8% in the 
















































































































October. $ Aug-Oct: Sjul-Sep 





i 
| s2months to October. Italian industrial output fell by 0.4% in the iz months to September. Ger- | 
| man retail sales were down by 2.7% over the same period. Britain’s jobless rate was unchanged 
| ats,9% in September; Sweden's fell to 5.2% in October; Dutch unemployment edged up to 3.2%. 
| %.change at annual rate The Economist poll Industrial Retail sales Unemployment 

eve GDP GDP forecasts production _ (volume) „Arae 
l 31 tl year 1999 i 2000 3 mths? 1 year 1 year “latest _year ago | 
| +41 Q2 +41 +34 na +13 g2 +59 03 7.1 ou 1 Oer 76 
5 + 17 02 +20 + 28 na + 3.3 Jul +33 ul 41 Ot 45 
+ + 17 Q +i TEE a na + 06 Sep* -61 O OO 11.8 Qar 125 i] 
ta + 37 +31 +49 + 0,9 sep + 47 Oct 5.9 sept 62 
Canada +33 437 Q +37 +3) +89 + 5.0 Aug + 43 Aug 720a 80 | 
Denmark + O08 +139 +16. +23 na + 3.7 Se =_1.0_ Aug 5.6 sep 62 | 
France _ +24 +2102 +24 +30 +96 + 23 Aug + 3.0 sep 111 Sep 11.8 
; 3 +27. -09 -iise -27s 105 oa 107 | 
+23 +68 ~ 04 Sep -07 ag MA wi 120 
| 209. ; | 
+3.) | 
Wt 3) -RER 
+35 3 -61 Aug ; 
eat na + 20 Q LOI sp 23 oe 32 | 
| United States 30 436 +2800 +99 a 4l a 46 
Eu 2 -44 +19 Aug +34 Junk 
*Not seasonally adjusted Taverage of latest 3 months compared with average Baal previous 3 months, at annual rate. tul-Sep; damant é coumt rate 4.2% in 








| PRICES AND WAGES American consumer-price inflation was unchanged at 2.6% in the 12 
| months to October, as was Spain’s, at 2.5%. Britain’s edged up to 1.2%, as did Denmark’s, to 3.0%. 
| Producer-price inflation in the euro area rose to 1.3% in the 12 months toSeptember, its highestin 
| two years. Japanese wages rose by 1.6% in the 12 months to September, a rise of 1.8% in real terms. 
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% change at annual rate The Economist poll 






































































tay 


| Consumer prices* consumer prices forecast Producer prices* Wages/earnings 
| 3 mths? 1 year 3 mths? l 
+ 84 +10 @ -47 i 
|; 2 -20 + 61 oc na i 
Belgium 405 +1300 + ti + tt 1 Sept 72 | 
Britain -x la + 19 Oct + 49 
+74 + 31 Sep +76 i 
oe +52 + 16 Sep +18 
France +22 - 06 Sep +24 +i 
Germany _ Oct 
Sep 














Japan 





Netherlands 


























Euro-11 


| "Not seasonally adjusted. TAver 












COMMODITY PRICE INDEX 

The platinum market is facing a 
record deficit this year. Thanks partly to ex- 
cessive regulation, Russia's exports have 
fallen since the first quarter. Analysts at 
Johnson Matthey say Russian shipments 
this year will fall by 38%, toa six-year low. So 
despite record production in South Africa, 
which accounts for 75% of world output, 
world supplies are expected to fall by 6%, 
leaving a deficit of 30,000 ounces. The price 
of platinum has risen by 30% since Septem- 
ber, when the shortage began to bite, to $456 
an ounce, the highest for more than two 
years. Jewellery now accounts for almost 
half of platinum demand. The car industry 
is using less than it did, because car makers 
are switching to palladium catalysts. 





pine 
Economist 




















1990=100 % change on 
Nov 9th Nov 16th* one one 

Best oth iene Gee eh month year 
Dollar index 
All items 86.9 878 + 27 - 08 
Food 895 M6 + AN OT 
industrials | 
Al 85s 836 +t 14+ 96 
COEN +36 = 07 | 

Metals 8057986 +00 +181 | 
Sterling index i ~ | 
All items 35.6 98 + 60 + 28 
a Oe 4 74 -65 
Industrials E ees 

All 93.0 92.2 + 46 +136 | 





SDR index 
All items 























| @ THE WORLD ECONOMY Most rich 
economies can expect the good times to get 
better, according to the orcn’s latest Econ- 
omic Outlook. Output in the oecD areais | 
forecast to grow by an average of 2.9% in | 
2000 and 2.6% in 2001, a big upward revision 
over forecasts in June’s Outlook. Ireland's 
economy, tipped to be the fastest-growing | 
in the oecp over the next two years, is ex- | 
pected to see GDP growth of 7.5% next year, 
slowing only slightly to 5.7% in 2001. Even Ja- | 
pan can look forward to some growth. Its 
| Gpr is expected to expand by an average of 
1.3% over the next two years. But the OECD 
sees several risks for the world economy. 
They includea further rise of the yen, which 
could stymie Japan’s recovery, and Ameri- 
| ca’s huge current-account deficit, which 
| foreigners may yet refuse to finance. 








% increase on a year earlier 
Wis 2000 EA 2001 





$peroz 291.38 293.75 -~ 54 - 03 
1 Crude oil North Sea Brent | 
gu | Sper barrel _23.65 2448 +103 +1091 
ious 3 months, at annual rate. * ‘New series * Provisional. | Non-food aaniculturals 
GDP forecasts _ ; 
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FINANCIAL INDICATORS 


MONEY AND INTEREST RATES On November 16th the Federal Reserve raised American in- | E INTERNATIONAL INVESTMENT In 1998 
terest rates by a quarter-point, to 5.5%, the third increase this year. America’s broad-moneysup- | Americaand Britain were net international | 
| 





ply growth slowed to 7.4% in the 12 months to October; Japan’squickened to 3.5%. | debtors, whereas Germany and Japan were 


Money supply* Interest rates % p.a. (Nov 17th 1999) | netinternational creditors. These countries’ 

net asset positions, a measure of the differ- 

„narrow | i € „bonds | ence between their foreign assets and their 
155 (89 sep 9.05 220899 | foreign liabilities, mostly reflects their cum- 


ulative current-account balances. For ex- 
ample, since the early 19905, Japan's net as- 
sets have surged, whereas America’s net 
liabilities have nearly doubled. Some of this 
reflects Japan’s investments in American 
government debt, which have financed a 
big chunk of America’s current-account 
deficit over the period. America became a 
net foreign debtor in 1987, and has re- 
pees nace ta Sat AE ee ne a Ln. | Mained one ever since. It now has net liabil- | 
STOCKMARKETS Wall Street rallied despite the Fed’s interest-rate rise. The sar sooindexhitan _ ities of $1.5 trillion, or almost 20% of its Gop, | 
all-time high. in the week to November 17th Paris, Amsterdam and Stockholm also reached re- | and they are still rising fast. In contrast, Ja- 


cord highs, as did our two pan-European indices and the mscr world index. | pan’s net international assets were $1.2 tril- 
lion in 1998, or 31% of its GDP. 




















i 
Market indices % change on | 


record Dec 34st 1998 
year high inlocal in $ 
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% of GDP 
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cc OS a045 
1166.0 1,3263 4,011.3 | 
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France (SBF 250) 3 


Germany (Xetra DAX) 
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1982 84 86 88 90- 92 94 96 
Sources: Bank of England; The Economist 
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ament Bond index, total return, in dollar terms 


TRADE, EXCHANGE RATES AND BUDGETS The yen's trade-weighted value fell by 0.7% in the week to November 17th. Spain's current-ac- 
count deficit widened to $8 billion in the 12 months to August. Sweden’s surplus narrowed to $4.1 billion in the 12 months to September. Austria’s 
visible-trade deficit widened to $8.9 billion in the 12 months to August. Budget figures are updated from the orcp's latest Economic Outlook. 





Trade balance*, $bn Current account 


latest 12 $bn The Economist poll 
months latest 12 mths % of GDP, forecast 
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172 56.08 
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| @ EX-COMMUNIST COUNTRIES The 
| economies of Central and Eastern Europe 
and the Baltic states are close to their level of 
output a decade ago, according to the Euro- 
pean Bank for Reconstruction and Devel- 
opment. It reckons that Poland’s cpr this 
| year will be 21% bigger than in 1989; Slove- 
nia’s and Slovakia’s will be 8% and 2% big- 
ger, respectively. The Hungarian and Czech 
economies will be a bit smaller. But the Bul- 
garian, Lithuanian and Latvian Gpps are all 
expected to have shrunk by over a third. 
























GDP 
1989=100 
. 100 | 
D] 
| Central and 
Eastern Europe 89] 
and Baltic states 
70! 
Former i 
| Soviet Union* 60) 
| ob ok he le Lh OO 
| 1989 90° 91 92. 93.94 95 96 97.98 gat 
| 


Excluding Baltic states fForecast | 


Source: EBRD 





The former Soviet Union, excluding the Bal- 
tic states, is faring even worse. Russia’s out- 
put is forecast to be down by 45% on ten 
years ago, Ukraine’s down by 64% and Mol- 
dova’s by 70%. These figures exaggerate the 
fall in living standards: output today re- 
flects more what people want to buy. 
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ECONOMY Indonesia’s Gpp grew by 0.5% in the-year to the third moa In the same period 
Brazil’s Gor shrank by 0.3%; Mexico’s grew by 4.6%. India’s industrial output grew by 0.4% in 
September and was up by 7.6%on a year earlier; Colombia’s fell by 9.8% in the 12 months to Sep- 
tember. Consumer prices in China fell by 0.6% in the 12 months to October. 
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FINANCIAL MARKETS Hong Kong gained 5.2% in the week to ‘Naveniber 17th, to a two-year 
high, after China and America signed their deal on wro accession. Singapore rose by 4.2%, but 
Bangkok lost 3.8%. Johannesburg closed at a high for the year; investors expect lower South Af- 
rican interest rates next year. Poland’s central bank raised interest rates. 
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No smoking 


Sir—-Lexington (November 6th) 
suggests that anti-smoking laws 
in America represent “infringe- 
ments of individual liberty” and 
“make a mockery of individual 
responsibility.” Perhaps you do 
not understand some basic prin- 
ciples concerning true liberty, 
democratic process and individ- 
ual responsibility. 

Perhaps, in a free country in 
the confines of his own home, a 
man should be able to smoke cig- 
arettes, and inflict cancer and oth- 
er respiratory diseases upon him- 
self (and, | suppose, his wife and 
children). He could then be al- 
lowed to die in the agony of a 
cancerous death. However, smok- 
ers should certainly not be al- 
lowed to inflict their expelled car- 
cinogens on non-smokers in 
restaurants, public buildings, at 
bus stops, or in the workplace. 
Courteous smokers should di- 
vorce themselves from the prox- 
imity of others. 

However, most smokers are 
not so courteous or thoughtful 
concerning the rights of others 
and American anti-smoking laws 
attempt to remedy this. Laws in 
America are voted on by the ma- 
jority and the majority believe 
that they need legal protection 
from a truly dangerous activity 
practised by a discourteous and 
irresponsible minority. I am 
proud that Americans are willing 
to put forth effort to preserve and 
protect, and properly limit, perso- 
nal freedom. 


GREG SMITH 





Republic on hold 


Sır—Had Australians. voted for a 
republic (“Australia mislays its re- 
public”, November 13th) I am sure 
national output would have gone 
up, inflation come down and the 
foreign debt been forgiven. Any 
Aussie would tell you how happy 
we are with the job our politi- 
cians are doing, so why not give 
them more responsibility in se- 
lecting the president? 

Luckily, Australians will resist 
the temptation to let the result 
rest. We have a myriad of unim- 
portant issues that could distract 
us, including one of the highest 
rates of teenage suicide in the de- 
veloped world, the marginalisa- 
tion of native aborigines and un- 
employment. It would be a 
shame if brilliant minds and tax- 
payers’ dollars were now devoted 
to such minor matters. 

Manning, 


Australia BRUCE SIVALINGAM 


Sirn—Your leader on Australia’s 
referendum (“Gods own repub- 
lic”, November 6th) fails to men- 
tion a factor that distinguishes 
Australia from other Common- 
wealth countries, and partially 
explains Australia’s antipathy to 
the monarchy—Australia was the 
only Commonwealth country to 
have its prime minister sacked by 
a governor-general. 

On November uth 1975, 
Gough Whitlam was removed 
from office by John Kerr, leading 
Mr Whitlam to utter the famous 
words “God save the queen, be- 
cause nothing will save the gov- 
ernor-general.” With the No result 
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in the recent referendum it could 
be added, “except a republican 
model unpopular among the 
electorate.” 


Canberra STUART ROBINSON 


Srr—You imply that in 1894 South 
Australia was the first place with 
female suffrage. Not so: in New 
Zealand an act enfranchising 
women received the governor's 
assent in’ September 1893, and in 
the general elections later that 
year women exercised the vote. 
Just over 100 years later we have 
women as prime minister, leader 
of the opposition, chief justice 
and mayor of our largest city. 
There is widespread suspicion 
that our national rugby team, the 
All Blacks, judging by their recent 
performance in the world cup, are 
a bunch of girls too. 
Auckland STEPHEN STRATFORD 
fee haem teen W 


America’s governors 


Sin—You are wrong to say that 
George W. Bush would be the first 
sitting governor since McKinley to 
be elected. president of America 
(Lexington,: November 13th). 
Woodrow Wilson, Franklin D. 
Roosevelt and Bill Clinton were 
all governors at the time of their 
election to the presidency. 

It should also be noted that 
since Lincoln’s victory in 1860, 
there has been a watershed elec- 
tion every 36 years: 1896 (McKin- 
ley); 1932 (Roosevelt); and 1968 
(Nixon). Therefore, the next such 
election is “due” in 2004. Perhaps 
that means that whomever is 
chosen by the American elector- 
ate in 2000 will face a crisis such 
that the political picture changes 


substantially. 

Rehovot, 
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Ottoman governance 


Sir—Your leader “Firing the 
boss”, (October 30th) states: “run- 
ning a big American firm or a Sili- 
con Valley start-up is now riskier 
than being the grand vizier in the 
court of the Ottoman sultan.” I 
counter this statement with the 
following fact: 44 Ottoman grand 








safer (no executions) during the 
first 160 and the last 100 or so 
years of the empire. 

Istanbul Cera CUNDOGLU 
I NA a Nacsa Riese sal a 


Britain’s claimants 


Sir—I am not that surprised by 
the statistic which says that “13% 
of the working-age population in 
Wales claims a main sickness or 
disability benefit”, and that 11% of 
the same population in Hackney 
does so, compared with only 5% 
claiming in Kensington and Chel- 
sea (“Revolting”, November 6th). 
First, Wales and Hackney have, 
or at least had until recently, a 
greater proportion of manual and 
manufacturing jobs than Ken- 
sington and Chelsea, where em- 
ployment is more office and shop 
based. Disabling accidents are 
therefore more likely in the for- 
mer two areas. There are not ma- 
ny disabled ex-miners or ex-dock- 
ers in Kensington and Chelsea. 
Second, house prices are rather 
higher in Kensington and Chelsea 
than in the other two areas. Dis- 
abled ex-manual workers are not 
generally in the highest income 
brackets, and may find accom- 
modation easier to obtain in 
Hackney than in Chelsea. Geogra- 
phy and history, as well as eco- 
nomics, play a role in whether a 
person claims benefits, and when 
or if they come off them. 
Leeds HILLARY SHAW 


Bank statement 


Sir~Your otherwise informative 
Schools brief on banking (“The 
business of banking”, October 
30th) attributes to Willie Sutton, a 
famous American bank robber, 
the line, when asked why he 
robbed banks, “That’s where the 
money was.” The quote is fiction- 
al. Mr Sutton always denied say- 
ing it though he admitted admir- 
ing the truth of it, and even used 
it as the title of his autobiography. 
lask that you clear this matter 
up once and for all. I can un- 
derstand Mr Sutton’s situation be- 
ing a bank robber myself, and 
having had many a false state- 

ment attributed to me. 
BRAD GROCEMAN 
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“It is not the strongest species that survive, 
nor the most intelligent, 
but the ones most responsive to change” 


Charles Darwin 


Senior Managers - Automotive Sector 


The pace of change is accelerating: customer power is growing, competition is becoming global and the 
power of technology is transforming the automotive industry. Companies face intense pressure on all parts 
of their business as they endeavour to find customer focus and sustainable competitive advantage. 
These organisations increasingly need support in the design and implementation of major change 
programmes to transform their performance and realise the full potential of their people. 


Cambridge Management Consulting is a leading implementation consultancy focused on delivering 
measurable results to our clients. Our consultants work with employees at all levels of the client 
organisation to create a business case and deliver results through an implementation project. Our proven 
methodology focuses on systems, processes and people to deliver sustainable improvement, and includes 
IT systems integration expertise where needed through our technology partners. 


To build on our continuing growth, we are seeking a number of Senior Managers to take leadership roles 
within our business. A willingness to travel and a working knowledge of two or more European languages 
are required. 


Managing teams across the consulting business, you will be capable of: 
* Developing and delivering major consulting projects within the automotive sector 


* Developing and maintaining long term client relationships that are based on a commitment to deliver 
value through implementation 


* Engaging clients around strategic implications for their business by understanding financial and 
operational analysis and relating this to performance. 


Successful candidates will be able to demonstrate outstanding achievements within the consulting or 
automotive industry, specifically within an automotive OEM or a major first-tier supplier. You will have the 
breadth to work across the entire consulting value chain, although your skills will be focused more on 
project delivery than demand generation. 


With salary packages aimed at attracting the best, the right individuals will have the opportunity to take 
leading roles within a Global Management Consultancy. 


Please apply in writing, enclosing your full CV and current salary details, to Barkers Response 
Services, Wellington House, Queensmere, Slough, Berkshire SLI IDB, United Kingdom. 
Email: response.services@bnbi.com Please quote reference 6062A. 
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DIRECTOR 


The Melbourne Business School is the Asia 
Pacific's premier business school. Owned by 
the Australian business community and the 
University of Melbourne, it offers a wide 
variety of programs, has substantial assets 
including purpose built premises, no debt and 
trades profitably. The School which operates 
with considerable independence is governed by 
a prestigious Board of Directors and currently has around eight 
hundred students including more than half foreign students in its 
flagship MBA program. 

The Director of the School will replace the current Director 
(Prof. John Rose), who retires at the end of 2000. He or she will also 
become a Professor in the University and be responsible to the 
School's Board for achieving agreed objectives and for continuing 
the successful growth and development of the organisation. In so 
doing, the successful candidate will ensure that exceptional staff are 
attracted, retained and motivated at the School, and that its 
international reputation continues to grow. 


This is an exciting challenge for a business leader with exceptional 
academic qualifications, or an outstanding academic administrator, 
to lead a largely independent and highly successful business school. 


Expressions of interest from appropriately qualified candidates 
should be addressed to: Mr John C Dahlsen, Chairman, 
Melbourne Business School Limited, c/- P.O. Box 367, 
Melbourne Vic 8007 Australia, or by fax to 61 3 9629 6040 or 
email exsearch@ozemail.com.au Further information regarding the 
position can be obtained from the consultants assisting the School 
on the above fax number or email address, or by telephone 
on 61 3 9629 7203 and on Melbourne Business School from its 
website at www.mbs.unimelb.edu.au 


Applications for the position close on 10 January 2000. 


School 
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Amerada Hess is one of the world’s 


blending an entrepreneurial spirit with 
an understanding of the markets we 
serve, the company has grown steadily to 
become a major force in the international 


petroleum industry. 


We are now looking for an experienced 
professional to be a key influence in 
relations, 
development, overall analytical capability 


and quantitative analysis techniques. 


Here, you will play a major role by 


representing our interests in high profile 


government and external stakeholders. 


You will also help Senior Management 


[hess] AMERADA HESS 










Central Bank of Chile 


Vacancies in the Division of Studies and 
Office of the Chief Economist 

















































The Division of Studies and Office of the Chief Economist provides technical support to 
the Central Bank’s policy design and implementation, prepares the Bank's medium-term 
projections and forthcoming inflation report, and conducts research in macroeconomics, 
international economits, and finance. The Division is expanding its staff of highly 
qualified Ph.D. economists graduated from first-rate universities in the two following units. 


















The Economie Research Unit conducts analytical and empirical research on a broad set of 
issues of relevance to emerging countries in general and the Chilean economy in 
particular, in the fields of macroeconomics, monetary policy, international finance, and 
development, 














The Macroeconomie Programming Unit is responsible for providing the Bank with the 
economic analysis needed to formulate monetary policy. It issues reports that set out the 
Bank’s assessment of the current economic situation in Chile and provides analytical 
information for the Bank’s policy decisions. Its economists conduct research and analysis 
of current events in Chile and the world economy. 




















Qualifications of Applicants: 






+ Ph.D. in economies with specialization in macroeconomics, international economics, 
time series analysis and/or finance 





+ Strong theoretical training and proven analytical and empirical research capability 










* — Strong ability to participate in research teams and communicate effectively 






+ Fluent command of Spanish and English 





* Strong publication record is desirable. 










Salaries and ‘non-salary benefits are internationally competitive. Applications should 
include a recent CV and references, as well as copies of published or unpublished papers. 
Applications should be addressed in English or Spanish to División Estudios, Banco 
Central de Chile, Agustinas 1180, Tercer Piso, Santiago, CHILE, and should reach us by 
January 31, 2000. They will be handled under strict confidence and will not be returned. 
Only applications that best match the requirements of the position will be acknowledged. 










to formulate strategy by conducting 





gas companies. By — competitor/industry analysis and assessing 


economic risk. 


A 2:1 or higher degree in Economics or 
a related discipline is essential as is at 
least 5 years’ experience in the Energy 
sector. Quality, clarity and accuracy will 


be vital strengths. 


business strategy If the prospect of developing your 
career with an independent, global 
business appeals, please write with 


full CV indicating current salary details 
to: John McNeill, HR Manager, Amerada 
trade associations, Hess Limited, 33 Grosvenor Place, 
London SW 1X 7HY. 


Email john.meneill@hess.com 
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Here is the opportunity to join Gartner Research and Advisory and through research and analysis, deliver clear, actionable advice, critical 10 the IT strategy 
decision-makers, within GartnerGroup clients across Europe. 


You have substantial knowledge and experience in one of the highlighted areas below, gained {rom significant time with a major Vendor or progressive User. 
You understand the technologies and market dynamics.and the implications for the survival and competitive edge of enterprises. You have strong analytical 
skills and exceptional communication skills - written and spoken - one to one, or presenting at seminars and symposia, with ability to deliver in English. 


IT MANAGEMENT e-COLLABORATION AND KNOWLEDGE MANAGEMENT 


Help IT Executives clarify and turn to advantage complex IT management Help clients maximise benefits from the changes and strategic technologies 
issues eg organisation and workforce strategies, change/programme re-delining the virtual workplace - messaging, intranet, content 
management, strategic planning. management, directory, a/synchronous collaboration and emerging KM. 


SOFTWARE ASSET MANAGEMENT APPLICATION DEVELOPMENT IN THE WEB AGE 
Help clients gain competitive advantage by-eflective linkage of legacy 


Produce clear-cut recommendations on acquisition, retirement, pricing, 
and e-business applications development tools and strategies. 


contract and vendor negotiating strategies, within large systems and 


client/server software, 
Na ia DATA MANAGEMENT AND WAREHOUSING 
SOURCING Help clients leverage business benefit by well-informed use of strategic 
Help the entire enterprise benefit by advising throughout the data management technologies - database, OLAR data warehousing, 
Sourcing lifecycle, from strategy to contract signing , implementation business intelligence and vendors such as Oracle, SAP, Microsoft and IBM. 
and management of the deal, balancing costs and results. CLIENT COMPUTING 


CALL CENTRE/CTI/VOICE TECHNOLOGY Help clients maximise business benefit from Windows 2000 migration and 
deployment/support, user applications, consumer devices, computing 
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Help clients build the infrastructure to support the next generation of appliances, wireless computing and vendor support services, 
customer contact centres. 


: NT STRATEGIES 
TELECOMMS CARRIERS STRATEGIES TE: ; y iant ied 
: nae et : é ; ? Help clients make best choice and use of server appliances, application 
Help clients optimise their interactions with carriers in the UK, service provider (ASP) market opportunity and related issues, in addition 
Europe and globally to Windows NT and Windows 2000. 
SECURITY CUSTOMER RELATIONSHIP MANAGEMENT 
Help clients navigate this unstable and evolving area , covering risk Help clients realise the full business potential of customer interactions 


by sound use of enabling IT systems, CRM applications, contact centres 


assessment, technolagy and management vulnerabilities, threat agents 
and the Web as a CRM tool. 


and marketplace dynamics. 


The world’ leading authority on information technology (IT), GartnerGroup provides over 11,000 organisations and 35,000 clients with cutting-edge 
advice and targetted insights, to support competitive decision-making across the IT spectrum, via more than 1000 GartnerGroup Analysts and Consultants, 
supported by over 3000 full time professionals in 80 locations around the world. 


GartnerGroup’ “value-added” resources begin with the uncompromised integrity of its unique intellectual capital and robust proprietary databases, 
constantly refreshed by hundreds of client interacions and controlled by rigorous processes and methodologies. 


GarinerGroup supplies end-to-end support throughout the decision lifecycle - measurement, analysis, consulting, planning and implementation. 


© GartnerGroup 


To take the first step, please contact Grace Ellams: ge@ellams-thomas.com Direct line +44 (0)207 546 8610 Fax +44 (0)207 546 8611 
Ellams Thomas International, 10 Stratton Street, Mayfair, London WIX 5FD 








THE ECONOMIST NOVEMBER 277TH 1999 





Centre for Management and Policy Studies 


Director of Policy Studies 


Up to £70,000 (more may be available for an exceptional candidate) 


CABINET 
OFFICE 


The Centre for Management and Policy Studies has been set up within the Cabinet 
Office, as part of the Government’s modernising government agenda, A central 


DIRECTOR, 
INTERNATIONAL LEGAL METROLOGY 


London 
The International Organization of Legal Metrology (OIML) is seeking 
to recruit the new Director of its Secretariat located in Paris 


element in the mission of the CMPS is to contribute to the strengthening of policy 
making across government: to make policy more coherent (“joined-up”), and 
based on the highest quality evidence drawn from the results of research, 


international experience and the lessons of previous policies. 


Your role as Director of Policy 
Studies will be to 


e develop partnerships with 
Departments in order to help 
realise that vision by: 

* creating a centre of excellence and 
repository of knowledge in the 
theory and practice of policy 
making and policy evaluation. 

+ directing the Centre’s research and 
Fellowship programme in the area 
of management and policy studies. 

* working with other Government 
Departments to create new ways in 
which knowledge and evidence 
can be managed and brought to 
bear more effectively in policy 
making. 


This is a 3 year fixed term appointment with the possibility of extension or 
conversion to a permanent appointment. Relocation expenses may be available. 
For an information pack please call Alison Cannarozzo on 0171 210 0312, 

or e-mail rtu@cabinet-office.x.gsi.gov.uk 
The closing date for applications is 17 December 


In-depth knowledge of legal metrology and related activities 

Dynamic and flexible leader and manager, excellent negotiator, able to 
speak at Government/Administration level about metrology, willing to 
accept the authority of the OIML Committee and President 

Willing to travel abroad extensively 

Excellent spoken and written English and French 

Prepared to remain in the position for at least ten years, starting by early 
or mid 2001 


* creating a new Resource Centre at 
the heart of Government which 
would support the policy 
community in the broadest sense. 


To fulfil this demanding role 
you will have: 


reached senior level in a public or 

private sector. 

Diplomatic status. Net salary 420-540 kFRF (64-82 kEuros) p.a. according 
to experience plus seniority bonus and, if applicable, other allowances, all 
exempt from French income tax. 


have extensive practical experience 
in policy making or with a 
background in economic and/or 
social research. 

be able to demonstrate an 
enthusiasm for the vision of 
“evidence-based policy making™ 
and have the managerial and inter- 
personal skills necessary to help 
bring it about. 


Send full curriculum vitae and any other appropriate information to the 
address below (by mail or e-mail), marking your envelope “EC-Dir”. 
Candidacies must be received before 15 February, 2000. 


BUREAU INTERNATIONAL DE METROLOGIE LEGALE 
11, RUE TURGOT, F-75009 PARIS, FRANCE 
E-MAIL; candidates@oimLorg 


(Information on the Organization: www.oiml.org, 
For the full announcement, see the site News Page) 


Cabinet Office is an equal opportunities employer. 





Business | 
Development Executive 


International Portfolio 


Rio Tinto is a world leader in the international mining and metals industry, with a turnover in 1998 of 
US$8,000 million. Our interests cover a wide spectrum of base and precious metals, energy products 
and industrial minerals located predominantly in North America and Australasia, as well as Europe, 
Southern Africa and South America. 

If you’re an analyst of outstanding ability, you could soon be joining the Business Evaluation 
Department at our London Corporate Headquarters. You'll be directly involved in new projects and 
acquisitions as well as areas of organic growth and capital expenditure. 

As well as a good first degree in engineering or finance and in possession of or studying towards 
an MBA from a leading business school, we'll be looking for well-developed analytical and modelling 
skills, a persuasive personality, a strong work ethic and stamina. Several years experience in large 
scale natural resources or the manufacturing industry is desired. 

Please apply in writing by Friday 17 December 1999, sending your CV to Ms. Lena Laakso, 
Human Resources Advisor, Rio Tinto pic, 6 St. James Square, London SW1Y 4LD. 

Tel: 0171-753-2278. Fax: 0171-753-2394. 
Please visit our website: www.riotinto.com for company information. 
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For the first time the Treasury is opening up two of its most senior and influential appointments to candidates not just 
from other Whitehall departments but from the wider public services and from the private sector. 


The two appointments are to the 5-strong Management Board of the Public Services Directorate. This is the largest of 
six Treasury directorates and its central tasks are to improve the quality and cost effectiveness of public services and to 
plan and control public spending across the whole of government. Working closely to the Chancellor and Chief 
Secretary, it plays a key role-in shaping and reforming public services - from the NHS, schools, defence, local 
government, public transport, to the criminal justice system - and in ensuring that they support the Government's wider 
economic and social agenda. The directorate is therefore engaged in most of the central policy issues facing the 
Government, for example: 


~  How-can central and local government work most effectively to tackle social exclusion and urban regeneration? 
-  How-much should we be investing in public transport in the next five years? 


~ What is the most effective way of reducing crime? 


Deputy Director 

This post manages the teams dealing with education, culture, environment, social exclusion, housing, transport, defence, 
diplomacy and agriculture. Your role will be to ensure the team’s clear strategies for improving the use of public 
resources and the quality of services in each area and to link programmes and policies in different parts of government. 
Ref: B4622. 


Directorate Chief Economist 


The role of the directorate’s Chief Economist is to ensure that the directorate contributes to the wider economic 
strategy and that policy advice is underpinned by sound economics. As a trained economist, you will head a team of 
professional economists responsible for guiding all Treasury teams and government departments on the economic 
appraisal and evaluation of projects and programmes, for promoting the development and improvement of micro 
modelling to support policy formation throughout Whitehall, and for maintaining links with economists and analysts in 
the wider policy community. You will also manage the teams responsible for policy public sector efficiency and pay and 
for the Public Services Productivity Panel. Ref: B4628. 


These senior and influential posts demand exceptional analytical and leadership skills. Ideally you will have experience 
of both management and policy formulation at a senior level and have shown your ability to develop and use networks 
of contacts within your own field and beyond, preferably including the public services. You will need to establish 
personal and professional credibility with Ministers and widely within the Senior Civil Service and to be able to 
communicate complex messages clearly both to general and to professional audiences. 

The appointments are likely to be for a 3-year period, but may be extended or converted into permanence.The salary for 
both appointments will be in the range of £61,110 to £98,400, with more available for an exceptional candidate. 

We particularly welcome applications from people from the ethnic minority communities, women and people with 
disabilities who are. currently under-represented in the SCS. 

For more details and an application form, please write to Capita RAS, Innovation Court, New Street, Basingstoke, 
Hampshire RG21 7JB, or telephone 01325 745170 (24 hours) or fax 01256 383786/383787. 

Internet: http//:www.rasnet.co.uk/ Please quote the appropriate reference number, 


The closing date for receipt of applications will be Friday 10th December 1999. 


CAPITA RAS 
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EuroPlus 


Research & Managemen: 


UniCredito Italiano 










Asset-Liability Management Analyst 


















EuroPlus Research & Management, the Dublin based 
asset management arm of UniCredito Italiano is 
seeking to recruit an Asset-Liabiliry Management 
Analyst. The position will be based with the 
Quantitative Research Group in Dublin. 


EuroPlus Research & Management is the largest asset 
manager operating in Ireland and one of the largest in 
Europe. We manage a wide variety of portfolios for 
private and institutional clients as well as over 90 mutual 
funds. Currently we manage 70 billion euros. 


The position will include working in a joint team with 
EuroPlus and the Centre for Financial Research, 
University of Cambridge, developing a model-based asset 
liability system. This long-term project is aimed at the 
realisation of a decision support system for Pension Fund 
Management. This system will implement a range of new 
techniques resulting in state-of-the-art tools for 
simulating global asset returns and pension fund 
liabilities. These leading edge tools will provide crucial 
input into investment decisions within Fund Management. 


UNIVERSITY OF 
CAMBRIDGE 


WE Centre for 
Financial Research 


The successful candidate will: 


© Be a talented Graduate with a good quantitative 
degree and probably hold a post graduate 
qualification (PhD) 

and/or 


e Minimum two plus years’ work experience in a 
relevant field 


e Have a comprehensive knowledge of the following: 


1. Operations research 

2. Econometric modelling 
3. Stochastic calculus 

4, Discrete time finance 


¢ Demonstrate a long term commitment to this 
significant project 


If you believe you meet these criteria and are interested 
in joining EuroPlus Research & Management you should 
e-mail a full curriculum vitae to: 


Mary Dillon, Human Resources Manager, 
EuroPlus Research & Management, Dublin 1, Ireland. 
E-mail: mary.dillon@erm.ie 










A Post-Doc position is also available in this project. 
Any experienced candidates interested in this position 
should direct initial enquiries to: 


Mary Jane Jerkins, PA to Professor M A H Dempster, 
University of Cambridge. Tel: +44 (0)1223 339641 
Fax: +44 (0)1223 339652 





United Nations Children’s Fund 











PROJECT OFFICERS - HIV/AIDS 
(SUB-SAHARAN AFRICA) 











































JOIN ONE OF THE WORLD’S OUTSTANDING ORGANIZATIONS 


FOR THE PROTECTION OF CHILDREN’S RIGHTS 


The United Nations Children’s Fund, with Headquarters in New York and an annual 
budget of approximately US$ 1 billion, works in 161 countries, areas and territories to 
ensure the survival, protection and development of children. 


We seek highly committed and qualified professionals to join UNICEF’s team working 
with governments and non-governmental organizations and communities in many 
countries in sub-Saharan Africa to prevent HIV/AIDS. UNICEF is increasing its support 
in several countries to reduce HIV transmission through counselling and testing services, 
prevention of mother-to-infant transmission, primary prevention among adolescents, 
and protection of orphans. 
alifications a rience: 
* Advanced university degree in public health or a related field. 
* At least eight years. progressively responsible experience in management of field 
programmes in developing countries related to health and community development. 
+ Experience in policy development, advocacy and social mobilisation related to HIV/AIDS 
is a distinct asset. 
mpetencies and skills: 
* Excellent programme development and evaluation skills. 
* Proven ability to negotiate and build consensus with governments and civil society. 
* Excellent communication skills in English and French. Knowledge of Portuguese an asset. 
* Ability to work harmoniously in an international and multicultural environment. 
+ Familiarity with the Convention on the Rights of the Child (CRC) and the Convention 
on the Elimination of All Forms of Discrimination against Women (CEDAW). 


Applications from qualified women are especially welcome. Please send detailed resume, 
in English, quoting VN-99-HIV/AIDS to Human Resources Officer (AB), UNICEF, 
3 UN PLAZA (H-5F), New York, NY 10017, USA. E-mail: cmsrecruit@unicef.org. 


Applications for these positions must be received by 10 December 1999. Acknowledgement 
will be sent only to shortlisted candidates. 


UNICEF is a smoke-free environment 


The Fletcher School 
of Law and Diplomacy 


Tufts University 
DEAN 


The Fletcher School of Law and Diplomacy is one of the world’s leading graduate professional schools 
of international relations. It seeks candidates for Dean, beginning Summer 2000, to succeed Jack Galvin, 
who will be retiring after five distinguished years of service. 


The Dean of The Fletcher School wifl lead a vibrant international community of scholars and 
practitioners. He or she must be able to foster excellence in teaching and scholarship. As chief executive 
officer, the Dean is responsible for effective management of the School and securing resources to support 
its mission and activities, Successful candidates will be able to demonstrate strong abilities in all of these 
areas, as well as the ability to interact with leaders in international relations scholarship and practice, 


The Fletcher School has a three-fold mission: (1} to educate a highly select group of professionals from 
around the world and prepare them for positions of leadership or influence in the national and 
infernational arenas, in both the public and private spheres; (2) to increase understanding of international 
problems and concerns through teaching, research, and publications; (3) to serve local, national, and 
international communities in their search to develop relationships of mutual benefit, security, and justice 
in an increasingly interdependent world. The School has traditional strengths in the disciplines of 
international politics and history; intemational economics and business: and international law and 
organization; and offers some twenty interdisciplinary fields of study, including international business 
relations, negotiation and conflict resolution, international security studies, development studies and 
intemational environment and resource policy. The School maintains ten joint degree relationships, 
including. those with the law schools at Harvard and Berkeley, the business schoois at Dartmouth and the 
HEC School of Management (France), and the journalism school at Northwestem. 


The search committee will begin its review of applications in early January 2000 and will continue until 
the position is filled. Please direct confidential nominations, inquiries, and applications to: 


Shelly Weiss Storbeck 
Managing Director and Vice President 
and 
Martha Verrill Schlager 
Director 
A.T. Kearney Education Practice 
333 John Carlyle Street 
Alexandria, VA 22314 
703/739-4627 phone 
703/518-1782 fas 


Tufts University is an affirmative action employer, encouraging applications from women and members 
of minority groups. 
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Senior Energy Consultants: Oil and 
Electricity 


Primark/WEFA ENERGY is a leading international energy economics 
consultancy supplying both regular and bespoke energy analysis and 
forecasts covering oil, gas, coal & power to many major European 
energy companies and governments. The consultancy is part of the 
WEFA Group, a leading major. macro-economic forecasting 
consultancy. Since 1997. WEFA has been part of the Primark 
Corporation, a global business information company. We are now 
seeking to recruit: 


An Oil Consultant with at least 10 years oil industry experience, 
including detailed knowledge of the European downstream, and broad 
understanding of global supply, demand and price formation, The 
emphasis in this role will be on taking charge of WEFA’s regular oil 
publications and on bespoke analysis, though the opportunity exists to 
take the lead in developing new services. 


An Electricity Consultant with at least 10 years ESI experience, with 
particular knowledge in the areas of generation economics and 
downstream pricing. The emphasis in this role will be on expanding 
the range of electricity services as the European market liberalises, and 
contributing to bespoke analysis, 


Applications are invited from suitably experienced people to work on 
either a full time or part time/contract basis. Please send your CV with 
a brief letter supporting your application, indicating whether you are 
interested in a full time or part time role to: 


Graham Loveland, Primark/WEFA, | Mark Square, Leonard Strect, 
London EC2A 4PR 


VACANCY NOTICE 


Office of the 
High Representative 
HEAD OF ACCOUNTING AND FINANCIAL CONTROL SECTION 
OHR SARAJEVO 
A vacancy exists in the OHR Finance Division, Sarajevo for a qualified accountant 
with five or more years post-qualification experience. Candidates are expected te 
have strong experience in the development and operation of internal financial 


controls. Experience of working in International Organisations would. be anf" 


advantage. This position would suit a motivated team player with enthusiasm and 
imagination. 


GENERAL RESPONSIBILITIES: 


The position entails responsibility for oversight and control of the Treasury and: 
Accounting Sections in OHR’s Head and Regional Offices; the establishment or} 
improvement of internal financial controls; the establishment of uniform accounting 
and disbursement procedures and implementing robust transaction recording 
processes; and the preparation of detailed monthly management accounting 
information and Financial Statements for audit. 
Other duties include liaison with auditors during visits, reviewing Treasury 
Management information, assisting in the development of an Internal Oversight 
Function, developing financial controls to assist in ensuring the security of Fixed 
Assets, and oversceing the development of Standard Operating Procedures. 
An attractive remuneration package is offered. 
QUALIFICATIONS: 
* Professional accountancy qualification (C.A, ACA, C.P.A., C.LMLA. or equivalent) 
¢ Excellent spoken and written English skills 
¢ Computer literacy, familiarity with accounting software is essential 
e Minimum five years work experience. 
Interested, qualified applicants should provide (in English) a CV with a one page 
cover letter and references to the following: 
OHR Human Resources Department, Sarajevo (address below). 
Please quote Reference No. 826/99 


Closing date for applications: 6th December 1999, 
No telephone enquiries please. 


OHR Human Resources Department 
Emerika Biuma 1, 71000 Sarajevo 
Tel+387 71 447 275 Fax:+387 71 447 420 
application@obrint 





Creative & Intellectually Challenging 
Opportunities in Management Education 


£43,500 - £50,200 + CAR + OPPORTUNITIES FOR PRIVATE FEE EARNING WORK 
OPERATIONS MANAGEMENT  HUMANRESOURCES STRATEGY LEADERSHIP & ORGANISATIONAL BEHAVIOUR 


“Ashridge’s mission is to help managers enhance their natural curiosity to learn, adapt and build the confidence to challenge assumptions and 
develop new ways of doing things”. Ashridge is one of the world’s leading centres for management and organisational development and its 
teaching faculty is renowned for its wide-ranging experience and in-depth understanding of the real needs of business. Successful applicants 
will specialise in creating and delivering high quality learning experiences for managers participating in their programmes and related 
development activities. A broad. understanding of management development is vital, as will be the potential ability to identify training needs 
and design development programmes to meet client requirements. 


Aged between 28 - 45, you will have a first degree, plus ideally a post-graduate business qualification. In addition applicants for the 
organisational behaviour position will ideally be chartered psychologists. This needs to be complemented by either significant experience with 
a leading International business in a relevant discipline or at least 5 years teaching. Other key attributes include creativity, credibility, a strong 
capability to develop business plus having the overall ability and strength of personality to be able to extend Ashridge’s International image. 
We especially welcome applications from candidates currently working outside the UK. The excellent fringe benefits package will include 
a car, plus the opportunity to enhance earnings via private consultancy. Relocation assistance will also be provided where appropriate to this 
superb location situated about 30 miles to the North West of London. Interested candidates should forward a detailed CV, marking clearly 
the particular discipline that interests you to: 


Michael Stein, Osprey Clarke, Chesham House, 150 Regent Street, London WIR 5FA. Tel: 0171 432 033! Fax: 0171 432 0518. 
Email: ospreyciarke@ aol.com 


OSPREY CLARKE 


Executive Searcy anp SELECTION 











ASHRIDGE 


Do you want to go further? 
Charity no: 31096 
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Someone already has. 

Someone with a proven record of 
solving some of the most difficult and 
complicated production and engineering 
problems imaginable. 

That someone is Invensys. 

The fact is, it’s problem anticipation 


that’s now become the name of the game. 
Except that we don't play games. 


EN TELLIGENT 


AUTOMATE 


At Invensys we combine analytical skills, experience 
and intelligence with vision. Producing solutions to give one 
result. Increased performance. That is no idle boast 

Our reputation for relieving major manufacturing 
headaches is regarded as second to none 

Our experience in the highly sophisticated world of 
automation and controls is acknowledged as unique. 

Our divisions analyse the problem, then work single 
mindedly to give the most efficient. cost effective solution 
ON = DRIVE Sie Yar oO, = 


INVENSYS PLE. CARLISLE PLACE LONDON SWiP 


PBX U K 


You'll find no problem is too big, 
or too small, for Invensys. 

Whatever you require, our people 
will make it happen. Improving efficiency, 
raising standards and adding value at 
every conceivable level. 

Especially on to your bottom line. 

Your next step? 

Visit us right now at www.invensys.com 
M S $ POWER S 


Fet+44 (6) i7! 834 3848 


YS T E M eS à 












INvensys. 


Technology for an intelligent wo 
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Storm over globalisation 


REAKING down barriers is controversial 

work. That will be clear on November 
3oth, when as many as 100,000 demonstrators 
will march through Seattle, ostensibly to prot- 
est at the launch, at a World Trade Organisa- 
tion summit, of a new round of trade- 
liberalising talks. But their real target is glo- 
balisation, broadly defined. This in a city that 
thrives on trade: a port, near Canada, home to 
Microsoft and Boeing, two of America’s big- 
gest exporters, and birthplace of such global 
crazes as “Frasier” and fancy coffee. 

Around the world, support for free trade 
is weak at best; and the wro is copping the 
blame for the perceived evils of globalisation. 
It is under attack from trade unions, greens and even consum- 
er groups, all of whom say its rules advance big companies’ 
global ambitions at the expense of jobs and the environment. 
They also attack the wro for being secretive and unaccount- 


able. Such arguments will gain ground unless the case for glo- 


balisation is made with renewed vigour. 

The economic benefits of the greater openness—faster 
growth, cheaper imports, new technologies, the spur of for- 
eign competition—that the world has enjoyed in recent years 
are too easily taken for granted. Greater prosperity is also the 
best way to improve working conditions and the environ- 
ment. Yet for all the gains that globalisation brings, it can also 
create losers, who naturally dislike change. Their concerns 
should not be dismissed. But shutting out the rest of the world 
would make everyone worse off. 


Agendaless in Seattle 


For all the storm over globalisation, too many trade barriers re- 
main—one reason that a new round of trade talks is needed. 
Despite huge strides towards open markets over the past 50 
years, big swathes of the world economy, such as agriculture, 
textiles and shipping, remain highly protected. Many tariffs 
are still high. New trade barriers keep appearing too. Booming 
industries such as computing and telecoms are vulnerable, 
notably through standards that handicap foreign firms. Even 
e-commerce can be subject to trade restrictions. 

All around the world, protectionist sentiment is alive and 
well. There has been a surge in anti-dumping duties on im- 
ports deemed “unfairly” cheap. Such duties are rarely lifted, so 
their burden grows each year. America now has around 300 in 
place. Even illegal “voluntary export restraints” are re- 
emerging: Japan has privately agreed to limit steel exports to 
America. Merely to stand still, a new effort to open markets is 
needed. It is also the surest way to deflect protectionist pres- 
sure, because the prospect of greater access to foreign markets 
should rally export lobbies to the free-trade cause. 

Depressingly, the wro’s 135 member governments have so 
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far failed to agree an agenda for the round 
(see pages 21-23). But they are already commit- 
ted to negotiate on unfinished business from 
the previous Uruguay round of trade talks, 
notably on farming and services. It would be 
best to broaden the new round to areas such 
as industrial tariffs, investment and competi- 
tion policy, to allow more scope for the trade- 
offs on which a final deal depends. Ideally, 
liberalisation should be sweeping, especially. 
in agriculture. Europe and Japan should dis- 
mantle their farm protection, which fleeces 
consumers, harms their exporters and stunts 
poor countries’ growth. In services, priorities 
include finance, computing, transport and te- 
lecoms, as well as easing restrictions on the movement of peo- 
ple, a bugbear for developing countries. All of that, plus liber- 
alising textiles and limiting anti-dumping abuse, would do 
much to help poorer countries, who feel, with some justice, 
that they got a raw deal out of the Uruguay round. It would 
also benefit consumers everywhere. 

There is one other broad, thorny issue. A balance some- 
times has to be struck between free trade and such other le- 
gitimate aims as protecting the environment. As a rule, coun- 
tries should pursue these aims in ways that disrupt trade least. 
But that can be tricky. So governments need to find a way of 
agreeing when curbs on trade can be an acceptable way to 
pursue a greater good. If they do not, the wro’s credibility 
could be damaged, because it will increasingly be called on to 
adjudicate on matters where it lacks expertise and legitimacy. 

That is more crucial because another priority for the round 
must be to shore up the wro itself. Only five years old, it has 
been looking increasingly fragile. Although it has impressive 
dispute-settlement powers, it has been battered not just by the 
lobbyists but also by the Ev’s recalcitrance over bananas and 
hormone-treated beef, and by America’s growing disenchant- 
ment with curbs on its unilateralist instincts. Governments’ 
trade policies are too often hijacked by narrow, corporate in- 
terests, which veer in favour of protection. That is precisely 
why the wro is such a good thing. It could certainly open up 
more. But to say it is unaccountable is nonsense. Its rules are 
agreed by member governments which, unlike anti-wro lob- 
bies, are mostly elected and accountable to voters. 

A political stalemate in Seattle, which is possible, could fa- 
tally undermine the wro, especially if the critics claim credit 
for derailing the new round. Avoiding such a fiasco is the im- 
mediate priority; if, for now, only a narrow, less ambitious 
round can be agreed to, so be it. A wro framework for invest- 
ment and competition rules would be worth having, but it 
can wait. The round’s agenda can always be expanded once it 
is under way. 

Whatever happens, negotiations are unlikely to go far be- 
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= fore America’s presidential election next year. Without Amer- 
ican leadership, crucial in all previous rounds, other coun- 
tries’ reluctance to liberalise, most notably the European 
Union’s obduracy over agriculture, is unlikely to be overcome. 
But despite America’s recent deal on Chinese accession to the 
wo, Bill Clinton is unlikely to provide that lead. He is shack- 
led by his wish to appease trade unions to boost Al Gore’s 
presidential hopes. And Congress is in no mood to give the 
administration the “fast-track” negotiating authority which it 
needs to strike a wro deal. With luck, though, this will not 
last. Bill Bradley, Mr Gore’s Democratic rival, and George W. 
Bush, the saan front-runner, are free-traders. oa 2001 a 





new Congress may turn out to be more open to granting fast- 
track to a new president. 

America and Europe urgently need to show more genuine 
commitment to free trade. Mike Moore, the wro’s pugnacious 
new boss, has started the long fight to win over sceptics on 
globalisation. But he cannot succeed without governments’ 
help. All too often, they appease protectionists rather than 
confront them. By trying to force labour rights on to the agen- 
da for the new round, for instance, America and Europe are 
playing with fire. Globalisation is not irreversible. Unless gov- 
ernments come out fighting for free trade in Seattle and be- 
aoe the eis gains it has brought could be lost. 





Oil's pleasant surprise 





It seems that oil-price shocks are less shocking than they used to be 


OULD the bad old days of stagflation be about to return? 

Since OPEC agreed to supply-cuts in March, the price of 
crude oil has jumped to almost $26 a barrel, up from less than 
$10 last December and its highest since the Gulf war in 1991. 
This near-tripling of oil prices evokes scary memories of the 
1973 oil shock, when prices quadrupled, and 1979-80, when 
they also almost tripled. Both previous shocks resulted in 
double-digit inflation and global recession. So where are the 
headlines warning of gloom and doom this time? 

Their absence is even more striking given that, at the start 
of the year, many commentators (including, rather promi- 
nently, this newspaper) expected prices to fall, not rise. OPEC's 
agreement to cut output has so far proved more durable than 
many predicted. The oil price was given another nudge up 
this week when Iraq suspended oil exports in a showdown 
with the UN over sanctions. Strengthening economic growth, 
at the same time as winter grips the northern hemisphere, 
could push the price higher still in the short term. 

Yet there are good reasons to expect the economic conse- 
quences now to be less severe than in the 1970s. The sharp rise 
in oil prices follows an equally sharp collapse over the previ- 
ous two years, when prices fell by more than half to their low- 
est level in real terms since before the 1973 shock. Even now, 
prices are not much higher than in early 1997. 

Moreover, in most countries the cost of crude oil now ac- 
counts for a smaller share of the price of petrol than it did in 
the 1970s. In Europe, taxes account for up to four-fifths of the 
retail price, so even quite big changes in the price of crude 
have a more muted effect on pump prices than in the past. 

Rich economies are also less dependent on oil than they 
were, and so less sensitive to swings in the oil price. Energy 
conservation, a shift to other fuels and a decline in the impor- 
tance of heavy, energy-intensive industries have reduced oil 
consumption. Software, consultancy and mobile telephones 
use far less oil than steel or car production. For each dollar of 
Gpr (in constant prices) rich economies now use nearly 50% 
less oil than in 1973. The OECD estimates in its latest Economic 
Outlook that, if oil prices averaged $22 a barrel for a full year, 
compared with $13 in 1998, this would increase the oil import 
bill in rich economies by only 0.25-0.5% of Gpp. That is less 
than one-quarter of the income loss in 1974 or 1980. On the 
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other hand, oil-importing emerging economies—to which 
heavy industry has shifted—have become more energy- 
intensive, and so could be more seriously squeezed. 

The impact on the output of oil-importing countries also 
depends on whether oil producers save or spend their wind- 
falls. In 1973 and 1979 many orec countries already had cur- 
rent-account surpluses, and most of their extra oil revenues 
were saved. Today, many have large current-account deficits 
(Saudi Arabia’s hit 10% of Gop last year). Cash-strapped pro- 
ducers are more likely to spend their windfalls on imports 
from rich countries. 

One more reason not to lose sleep over the surge in oil 
prices is that, unlike the rises in the 1970s, it has not occurred 
against the backdrop of general commodity-price inflation 
and global excess demand. A sizeable chunk of the world is 
only just emerging from recession. The Economist’s commod- 
ity price index is broadly unchanged from a year ago. In 1973 
commodity prices jumped by 70%, and in 1979 by almost 30%. 


Refining the argument 


Even if the impact will be more modest than in the past, dear- 
er oil will still leave some mark. Inflation will be higher and 
output lower than they would be otherwise. The oecp’s rule 
of thumb is that a $10 increase, if sustained for a year, would 
increase the inflation rate in rich economies by about half a 
percentage point and knock about a quarter-point off growth. 

The impact of higher oil prices varies by country too. Per- 
haps the biggest risk is in America, where rising oil prices may 
push the inflation rate higher than is currently predicted. The 
slide in oil prices in recent years was one of the main factors 
that helped to hold down American inflation, so prolonging 
the country’s long economic expansion. That positive factor is 
now going into reverse. Higher oil prices have already helped 
to lift America’s inflation rate to 2.6% in October, up from 1.5% 
a year ago; the latest rise in oil prices could well push it above 
3%. The core inflation rate remains relatively subdued, but 
headline inflation could still spill into wages and hence other 
prices. If it does, the Fed might be forced to raise interest rates 
by more than is now forecast. So opec could yet do more 
damage than most people expect. 
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Toxic taxes 





The European Union’s proposed withholding tax on interest income is a bad idea 


whose time should never come 


I; HAS lurked for long enough. The European Commission 
first put forward its draft directive to impose a withholding 
tax on interest paid to eu residents over two years ago. Now 
discussions of the directive are coming to a head, with the 
British under attack for obstructing the tax merely to protect 
the jobs of rich bond dealers in the City of London (see page 
83). At the Helsinki summit on December 10th, Tony Blair will 
be under immense pressure to compromise. He should not 
give way: regardless of the City’s interests, this tax is a bad tax. 

Start with why it is being proposed. A main aim of the 
commission, and of its keenest supporters, the German gov- 
ernment, is to crack down on tax evasion. Yet a withholding 
tax imposed solely within the eu is unlikely to achieve this. 
Consider a German resident who is willing to break the law 
by not declaring the interest he earns on savings stashed in a 
bank account in Luxembourg or in a bond in London. Were a 
withholding tax imposed to stop this, surely he—already a 
law-breaker, remember—would switch his savings to Switzer- 
land, or still farther afield, rather than pay up? 

A withholding tax might indeed reduce tax revenues, not 
raise them, by driving more savings out of the country. Nor is 
this merely theoretical, as previous experience shows. Among 
those that have tried a similar idea only to be forced to abol- 
ish them are the Americans, in the 1960s, and, more recently, 
the Portuguese and Japanese. Most telling is the experience of 
the Germans themselves: when they imposed a withholding 
tax in 1989, some DM500 billion ($265 billion) left the country 
within six months—and the tax was duly scrapped. 

So what to do about tax evasion? The first and most desir- 
able answer is to reduce the incentive to evade by cutting tax 
rates. Second, put an end to bank-secrecy laws that make it 
hard for tax authorities to pursue evaders. The commission 


It is time for a more radical approach to banking regulation 


pAs are forever finding ingenious ways to lose money. 
Regulators just as constantly try to stop them. In 1988, rich 
countries adopted the Basle Accord, which set minimum 
standards for how much capital banks must set aside against 
their loans. Unfortunately, these took almost no account of 
the riskiness of a loan. This has meant that banks—especially 
in countries with sophisticated capital markets—have had a 
big incentive to lend to riskier credits, because such lending is 
more profitable. As banks get bigger, with their deposits large- 
ly protected by government insurance, they know the 
chances of their being allowed to go bust are minimal. 
These defects are serious: a system that was meant to 
make banks less risky has made them more so. That is why, in 
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has indeed proposed, as an alternative to its withholding tax, 
full disclosure of information about interest payments. But 
Germany, Austria and Luxembourg (to say nothing of Swit- 
zerland) are unwilling to challenge their banks’ tradition of se- 
crecy. Any other action would best be taken by all orco | 
members—and even then tax havens would escape. Doing 
something only inside the gu is likely to be as futile as impos- ` 
ing higher savings taxes in Surrey than in Sussex. 


Harmonise and die 


In terms of its main aims, then, the withholding tax is a dud. 

But it also risks causing collateral damage, in two respects. The 
first is London’s gripe. The international bond market moved 
from New York to London in 1963 precisely because the 
Americans had imposed their “interest equalisation tax”— 
and it stayed even after the tax was scrapped. Even allowing 
for exaggeration by bond dealers, there is at least a risk of his- 
tory’s repeating itself. Any compromise—exempting existing 
bonds because a new tax might mean they are called in, set- 
ting a size threshold to catch only small retail investors, mak- 
ing paying agents collect information on investors—would 
still be bureaucratic and costly, so the risk that the market 
would move would remain. 

The second objection is that the withholding tax is only 
part of a bigger set of £u tax measures designed to avert what 
is known in Brussels as “harmful tax competition”. It is true 
that some tax breaks are akin to discriminatory state subsi- 
dies, and they should be treated as such by competition au- 
thorities. But more broadly, tax competition (tending to lower 
tax rates) is just what the £u needs; tax harmonisation (mean- 
ing raising them) just what it does not. Killing off the with- 
holding tax would be a step in the right direction. 


June, the Basle Committee announced proposals to calibrate 
capital requirements more closely to the riskiness of bank 
lending. These proposals are an advance in every respect bar — 
one: everyone hates them (see page 79). 

The problem regulators are trying to tackle is as easy to 
state as it is hard to solve: how to measure the riskiness of 
banks’ lending? The committee considered three ideas. One, 
using banks’ internal risk-management models, was rejected 
because they are insufficiently developed. A second was to 
make more use of ratings from credit-rating agencies. Al- 
though regulators remain wary—few companies outside 
America are rated—they thought this the least bad alternative. 

Really? Even rating agencies dislike the idea. It would 
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“make them more beholden to the companies that pay them; 
bring new, probably less rigorous entrants into their business; 
and threaten to introduce greater regulation. Banks, too, are 

-unhappy. They think they have more information than the 
rating agencies about those to whom they lend. And the new 
proposals are, in some cases, pretty odd. For instance, compa- 
nies with no rating at all get more favourable treatment than 
those with a low rating. 

That is why regulators now favour a third idea: the use of 
banks’ own internal credit ratings. This week, the European 
Commission produced proposals that would align bank reg- 
ulation in the European Union with changes in the Basle 
committee’s rules. Significantly, it proposes that internal rat- 
ings, which were originally to be used only by a few interna- 
tionally active banks, should be applied to a wider range of fi- 
nancial institutions. 

Although there is more detail in the commission’s discus- 
sion of internal ratings than there was in the Basle proposals, 
this is not saying much: the idea still has little content. More 

_ details may emerge in mid-December, but the difficulties to 

be overcome are huge. Comparing different banks’ internal 

ratings in one country is tough enough; comparing them be- 
tween countries harder still. There are questions, too, about 
how capital should be allocated to match these ratings, and 
whether the system would give regulators too big a role. Wor- 


-ryingly, the commission seems to want more leeway for regu- 







lators to force banks that they consider risky to set aside more 
capital. Yet if regulators have more say, they are even more 
likely to step in to save a failing bank. 


A modest proposal 


There is an alternative, or at least a supplement, championed 
by academics in both Europe and America. This is that banks 
should be forced to issue a certain amount of subordinated 
debt. Why might this help? Because holders of subordinated 
debt, which is the lowliest sort of debt, would disapprove of a 
bank’s taking excessive risk. If the amount of interest it could 
pay on the debt is capped at a level not far above that on gov- 
ernment bonds, its risk-taking would be more constrained. To 
persuade other investors to buy its debt, it would have to con- 
vince them that it is a relatively riskless enterprise. If investors 
shunned its debt, it would have to reduce its risks. 

This mechanism would, in short, link bank supervision to 
the market. There are, to be sure, potential problems. Markets 
can overshoot, so a fall in the price of subordinated debt 
(which many banks already issue) may not always be an indi- 
cation that a bank is taking too much risk. But the idea of har- 
nessing markets to control banks also has huge potential ad- 
vantages for the regulators—even if it does not stop all those 
ingenious bank losses. a 








Defeated in battle, ignored in politics, Islamists may be gaining ground in Arab society 


HE cyclone of Islamic radicalism that swept through the 
Middle East after Iran’s Islamic revolution 20 years ago 
has largely blown itself out. The regimes that felt themselves 
most under threat cracked down savagely on any militant Is- 
lamist group that took to arms. Taking no chances, these gov- 
ernments also set about crushing political Islam, doing away 
with politicians or parties that might be encouraged by the 
example of Iran’s Islamic republic to bring together religion 
and politics in their own pious but secular countries. The gov- 
ernments were powerful enough to win, on both fronts. But, 
at the same time, a strange thing happened: perhaps in reac- 
tion to this official onslaught on Islamic activism, a more in- 
sidious form of Islamic fundamentalism has been gaining an 
ever stronger hold on parts of Arab society. 
One sign of this new conservatism is described on page 45. 
In some “progressive” Arab countries, such as Egypt, women’s 
progress has slowed, set back by a zeal for the enforcement of 
` Islamic laws and customs that hold women inferior to men. 
Another sign of Islam’s strengthening grip is the turn towards 
stricter censorship of books, films and entertainment in one 
or two countries, again led by Egypt, which had seemed to be 
growing freer. The political radicals may have been elbowed 
out, but the influence of a conservative body of clerics, intol- 
erant of western ways and new interpretations of the faith, is 
making itself felt in many Arab societies. 
The governments faced with armed Islamist revolt had lit- 
tle choice but to fight back. Algeria’s eight-year civil war, 
which cost about 100,000 lives, has ended in the army’s vic- 
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tory, albeit with terrorism still alive and sometimes kicking. 
Egypt, where the regime was never as endangered as Algeria’s, 
pounded its two militant groups into the ground. The more 
influential of the two has declared a truce; the other survives 
largely through its connections to Osama bin Laden, a Saudi 
dissident accused of being a terrorist mastermind. 

Where many Arab governments did have a choice, and of- 
ten took the wrong one, was whether to seek an accommoda- 
tion with political Islam or whether to forestall the risk of Is- 
lamist rule. Algeria’s war was the direct result of the army’s 
decision in 1992 to cancel an election that the ris, the Islamist 
party, was on the point of winning. The murder this week of 
the Fis’s most promising politician has dimmed the hopes for 
national reconciliation (see page 46), perhaps calamitously. 


Egypt’s sad example 


Throughout North Africa and much of the Middle East, Islam- . 
ist politicians are regarded as a potential or actual danger. 
Some are imprisoned or sent to exile; the great majority are 
kept silent and powerless. This is certainly true in Egypt, 
where admittedly politics counts for little (the ruling party is a 
patronage-dispensing instrument, the others mainly talking- 
shops). The Muslim Brotherhood has long been outlawed, 
though in the past it has operated under other parties’ labels. 
Younger Islamists are constantly frustrated by the gov- 
ernment in their effort to form a more modern-minded party. 
And recently the authorities arrested several members of the 
Brotherhood to ensure that the organisation had as small a 
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role as possible in Egypt's influential professional unions. 
Even Jordan, which has pursued a more conciliatory poli- 
cy towards its own branch of the Muslim Brotherhood, has 
recently been cracking a whip or two. This has encouraged 
“moderates” to rise in the Brotherhood’s ranks, leaving the 
less meek without much voice to object to the regime’s ham- 
mering of the Palestinian Islamist movement, Hamas. Last 
weekend, the four leaders of Hamas’s outpost in Amman, 
who had earlier been arrested, were, in effect, deported from 
the country—though Jordan claims they went freely. 











Arab regimes can congratulate themselves that none of 
the cataclysmic Islamist changes so often predicted have 
come to pass. Iran’s revolution remains one of a kind. Saudi 
Arabia, a more fundamentalist regime than lran’s, is almost 
unchanged. Sudan, the region’s other Islamist state, is too con- 
cerned with its own wars and problems to count for much. 
But the secular Arab world has paid a price in the growing Is- 
lamisation of its society, a penalty for those who fight for 
greater social freedom. The answer, many think, would be to 
allow political Islam a bit more room to breathe. 








If Russia wants to be a European power, it should play by Europe’s rules 


OES Russia have a future in Europe? A country of Rus- 

sia’s sheer size, beset with problems on such a scale, 
from its rusting nuclear warheads to its fissile politics, its frac- 
tious republics and its fragmenting economy, can never be 
safely overlooked. But in the Europe now being shaped Rus- 
sia ought to count for more than just its nuisance value. For all 
its difficulties, other Europeans like to see Russia as a democ- 
racy-of-sorts in the making, as a potential free-market trading 
partner for the European Union and as a collaborator in all 
sorts of worthy security schemes, from the 54-nation Organi- 
sation for Security and Co-operation in Europe (osce) to the 
NATO-Russia Founding Act. But the brutal war in Chechnya 
has brought Russia and the rest of Europe to a crossroads, 
with Russia headed for dangerous isolation. 

Some friction with post-communist Russia was inevitable, 
if only because of Russian resentment of America’s new geo- 
political pre-eminence. And it has duly arisen—over arms 
control, Iraq, NATO’s expansion and Kosovo. Even as Russia’s 
relations with America have deteriorated, however, the bigger 
European powers have worked to prevent a new East-West 
divide from opening up in Europe. Russia has often tried to 
take advantage of their concern, by playing them off against 
America. It is a game all sides have understood. But Russia 
seems not to have noticed how Europe’s rules are changing. 

While Russia appears content to measure its GDP in fired 
prime ministers and its worth in the wider world by the num- 
ber of spanners it can toss in various western works, most of 
the rest of Europe has been, literally, pulling itself together. 
Poland, the Czech Republic and Hungary have joined NATO 
and hope to be among the first easterners to join the EU. New 
NATO invitation cards will not be given out easily, since the 
war in Kosovo showed that defence is a serious business. But 
the list of £u applicants lengthens by the week. Even Bulgaria 
and Slovakia, once sceptical of free politics and the market, 
are keen to line up. Of the countries that Russia had hoped 
one way or another to hold close, Ukraine, Georgia, Armenia 
and Azerbaijan are all busily strengthening their westward 
links. Not all these countries are yet models of democracy and 
the rule of law. But the fact that they are trying to improve 
makes Russia’s self-isolation all the more damaging. 

Because of its size and its different interests in the world, 
Russia is not a likely candidate for either Nato or the Ev, but 
both are keen for-closer relations. Meanwhile, Russia has, 
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through the osce and the Council of Europe (see page 60), 
committed itself to common principles on such matters as 
human rights—which is why other Europeans find its duffing 
up of Chechnya so dismaying. The Chechen rebels are no 
saints, but for the second time in four years Russia has un- 
dertaken an indiscriminate assault on civilians that breaks ev- 
ery rule it has accepted, including some that Boris Yeltsin put 
his name to only last week at the osce summit in Istanbul. 

The current fighting in Chechnya will end sooner or later. 
If Russia is able to restore stability there without much more 
loss of life, and then has the wisdom to negotiate a deal on 
far-reaching autonomy, the damage to its standing in Europe 
could in time be mended. But if Russia’s generals insist on flat- 
tening the Chechen capital, Grozny, to avenge their humilia- 
tion there four years ago, and thus create new streams of refu- 
gees, Russia will only damage itself further. 

Unfortunately, with Russia in belligerent mood and an 
election due next month for parliament (and next year for the 
presidency), few Russian politicians have the courage to criti- 
cise the Chechen campaign. And just about every other issue 
on the table for discussion with either Europe or America— 
from arms control and oil pipelines to human rights, econ- 
omic assistance and democracy-building—is seen the same 
way in Russia: if others seem to gain, then we must be losing, 
and vice versa. But it need not be that way. 


No zero-sum games 


A stable Caucasus, open to trade with both East and West, 
would benefit Russia too. Whether new oil and gas pipelines 
are built through Russia or its neighbours, Russian firms can 
profit. Finding ways to prevent limited missile defences in the 
West (partly driven by Russia’s missile help to Iran and others) 
from setting off a new arms race is as much in Russia’s interest 
as in America’s. Cleaning up its hit-man economy, thereby in- 
creasing foreign investment, foreign trade and Russian pros- 
perity, would do more to bolster Russia’s influence than any 
number of fist-banging sessions with foreign leaders. 

Russia is not yet a lost cause. Its well-wishers will patiently 
keep a seat warm for it at the top table of democracies. But 
they also need to go on telling Russia just how far it falls be- 
low the standards of behaviour that modern Europeans are 
supposed to share. And Russia would be wise to listen. 
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The battle in Seattle 


The first big negotiations on freer world trade for over five years are due to be 
launched at next week’s World Trade Organisation meeting in Seattle. They 


may not go far 


CEPHE wro kills people. Kill the wro.” 

Thus the catchy slogan of Peoples’ 
Global Action (rca), an anti-globalisation 
group planning a “global day of action, resis- 
tance, and carnival against the global capital- 
. ist system” on November 3oth, to coincide 
with a World Trade Organisation summit in 
Seattle. In June, pGa’s last “carnival against 
capitalism” ended in riots in London. And 
PGA is only one of over a thousand groups 
preparing to swamp Seattle: a rag-bag that in- 
cludes trade unionists, environmentalists, 
aid lobbyists, consumer-rights campaigners, 
human-rights activists and even a group 
called “Alien Hand Signals”. As many as 
100,000 demonstrators are expected. 

How things have changed since 1986, 
when the previous round of trade talks was 
launched. That September, ministers gath- 
ered in Punta del Este, a sleepy Uruguayan 
seaside resort, with no Tv cameras, let alone 
demonstrators. “Faxes didn’t arrive, and nor 
did our newspapers. It felt like we were on 
Mars,” recalls Sylvia Ostry, a former Canadi- 
an trade negotiator. Mike Moore, the new 
wto head, says “the Uruguay round was 
launched in the silence of public apathy.” As 
indeed were seven earlier rounds of trade 
talks at the carr, the wro’s predecessor. 
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Yet the Uruguay round was far from un- 
ambitious. As well as slashing industrial ta- 
riffs, it brought services and agriculture un- 
der multilateral world trade rules for the first 
time and expanded the system’s coverage to 
such areas as intellectual property and 
health standards. It also gave birth to the 
WTO, equipped, unlike the Gatr, with a 
strong enforcement mechanism. 

The agenda for a “millennium” round is 
still undecided, but it is likely to be more 
modest. Efforts to agree it broke down in Ge- 
neva this week, leaving much to haggle over 
in Seattle. But its core is known: unfinished 
business from the Uruguay round, namely 
further liberalisation in agriculture and ser- 
vices, and a review of intellectual-property 
rules. Industrial tariffs will doubtless be 
thrown in too. But a broader agenda is un- 
likely. The European Union wants to include 
such subjects as investment and competi- 
tion policy, but America objects. Developing 
countries are equally opposed to plans by 
America and the eu to add new rules on la- 
bour and the environment. 

Given this modest scope, why the de- 
monstrations in Seattle? The answer has little 
todo with the official agenda, or indeed with 
the round itself. The wro has become a mag- 








net for resistance to globalisation by both 
old-fashioned protectionists and newer crit- 
ics of free trade. These foes are incensed that, 
as economies become more closely inter- 
twined, trade policy is increasingly imping- 
ing on such sensitive issues as food safety 
and the environment.They resent the con- 
straints of world trade rules, which the wro ` 
now has the power toenforce—even though, ` 

at the same time, they want to use those 
powers to achieve their own ends. The wto, 
in short, has become the whipping boy for 
practically every interest group everywhere. 


Agenda for action 


The prospect of freer trade is never to be: 
sniffed at; rising exports have greatly boost- 
ed world economic growth in the past 50 
years (see chart 1). And pursuing it through 
the wro has many attractions. Countries 
bind themselves and their trading partners 
to transparent and non-discriminatory 
trade rules, which the wro then enforces 
even-handedly. They gain access to new ex- 
port markets too. Since most governments 
operate on the mercantilist premise that 
opening domestic markets is a concession to 
be traded for access to foreign markets, mul- 
tilateral liberalisation is often the most effec- 
tive route to free trade. 

In this mercantilist world, a successful 
wTo round requires a balanced trade-off be- 
tween domestic and foreign concessions. In 
practice, two big bargains have to be struck 
for any trade round to succeed: a transatlan- 
tic deal between America and the ev, which 
together account for nearly two-fifths of 
world trade, and a north-south deal between 
rich and poor. Yet there is a long way togo be- 
fore such broad bargains can be considered, 
let alone struck. The only thing that everyone 
agrees on is that the new round should last 
only three years, rather than dragging on for 
almost eight as the Uruguay round did. 

America wants a few priority issues to be 
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settled in advance, perhaps at the Seattle 

_ Meeting itself. Its list includes transparency 
in government procurement, an extension 
of the duty-free status of e-commerce, a 
broader information-technology pact, re- 
form of the wro’s dispute-settlement sys- 
tem, increased wto transparency and the 

~ phase-out of tariffs in eight sectors: chemi- 
cals, energy products, environmental pro- 
ducts, fish, forest products, jewellery, medi- 
cal and scientific equipment, and toys. 

This list is a non-starter, since it reflects 
only America’s priorities. Take tariffs. There 
is certainly scope for further reductions (see 
chart 2). But Japan does not want to liberalise 
fish and forestry products. The £u professes 
to want a more comprehensive approach 
that focuses on removing tariff peaks for 
such imports as textiles, glass and footwear, 
but would preserve tariff preferences for de- 
veloping countries. 

Or consider dispute-settlement reform, 
which aims to fix flaws in wro rules exposed 
by the £v’s battle with America over ba- 
nanas and beef hormones. The gu says it will 
block reform unless it includes a ban on 
changing the products against which retalia- 
tory sanctions are imposed. But America 
says no, because it wants to keep up the heat 
on the Europeans. 

The biggest obstacle to an early harvest 
at Seattle—and, indeed, to a broader round 
afterwards—may be the insistence of many 
developing countries (notably India) that 
they will block further liberalisation until 
their gripes over the Uruguay round are ad- 
dressed. For a start, many say they cannot 
comply with some Uruguay-round commit- 
ments to upgrade customs-valuation proce- 
dures, for example, or to enforce food-safety 
standards. 

More generally, developing countries 
complain that the Uruguay round was un- 
balanced. Rich-country promises about 
granting preferential treatment have 
amounted to little. The developing countries 
want their obligations in areas such as intel- 
lectual property, investor protection, subsi- 
dies and anti-dumping to be eased. And they 
argue that the Uruguay round has failed to 
deliver expected benefits in such areas as ag- 
riculture and textiles. They point out that the 
Eu’s Common Agricultural Policy (cap) re- 
mains highly protectionist, and that Amer- 
ica has backloaded its textiles liberalisation, 
most of which will not occur until 2005. 

There is some justification to these com- 
plaints. Indeed, as a concession to the least- 
developed countries, the EU wants agree- 
ment at Seattle on giving most of their pro- 
ducts duty-free access to rich-country 
markets—but with agriculture and textiles 
still excluded. In general, though, it is impos- 
sible to reopen past deals. If developing 
countries wish to get more concessions, the 
best way is to negotiate them in a new round. 

Yet agreeing on the scope of such a round 
will still be hard. America favours a narrow, 
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“manageable” round, limited to the core 
agenda of agriculture and services, plus in- 
dustrial tariffs. But it wants to add monitor- 
ing of the environmental implications of any 
deal. And it proposes awto working party to 
look at links between trade and labour 
rights, toensure that trade liberalisation does 
not lead to job losses or lower wages. This sop 
to the unions reeks of hypocrisy, since Amer- 
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ica itself does not enforce all the Internation- 
al Labour Organisation’s core labour rights. 
The £u echoes the American position on 
trade and labour. It wants a standing forum 
on trade and labour rights involving the wro 
and the 110. But apart from Japan, which 
broadly agrees with the £u, nearly all other 
wto members oppose linking trade to la- 
bour rights. Developing countries, who 
rightly see this as a pretext for rich-country 
protectionism, are particularly hostile. 


Transatlantic tensions 


Other than that, America and the Eu agree 
on little. The eu, as well as Japan, want a 
broader round that also covers investment 
and competition policy. America is op- 
posed, for many reasons. After the failure of 
talks on an over-ambitious Multilateral 
Agreement on Investment (mar) at the OECD 
last year, it does not think an investment 
agreement worth having is within reach.On 
competition policy, itdoes not want to see its 
scope for unilateral action constrained. It 
fears that including competition policy on 
the agenda would give Japan, South Korea 
and developing countries a handle to attack 
its own abuse of anti-dumping. America also 
thinks that the Eu’s keenness on talks about 
investment and competition is a ruse to de- 
lay serious negotiations on agriculture. The 
Eu, America says, wants to negotiate about 
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“anything but agriculture”. 


Agriculture almost broke the Uruguay 
round. It will also make or break the new 
round. America and the 16-strong Cairns 
group of leading farm exporters, which in- 
cludes Australia, Canada and Brazil, are 
pressing for sweeping liberalisation. They 
want lower tariffs, cuts in domestic support 
and, above all, an end to export subsidies, 
which are mostly used by the £u. Most de- 
veloping countries, often dependent on agri- 
cultural exports, have similar aims. But the 
EU, Japan, South Korea, Norway and Switzer- 
land, all with highly sheltered farmers (see 
chart 3), are steadfastly opposed. 

Progress depends on how hard America 
pushes for liberalisation, and how much 
ground the Eu is ready to give. The omens are 
not good. America’s enthusiasm for whole- 
sale liberalisation may be waning. America 
supports its farmers nearly as much as the Eu 
does. But it does so through direct payments 
that are supposed to be separated from 
prices and production and so less trade-dis- 
torting than the cap. In each of the past few 
years, however, America has given “emer- 
gency” help ($8.7 billion this year) to farmers 
hit by low farm-product prices. So its farm 
support is not as separated as it appears. And 
commodities such as sugar, peanuts and 
dairy products are highly protected. 

The £u does not seem ready to face down 
its politically powerful farmers. Its Agenda 
2000 reforms to the car agreed earlier this 
year did not cut guaranteed prices by nearly 
enough. It is now stressing the “multifunc- 
tionality” of agriculture, such as farmers’ role 
in protecting the environment, food safety 
and animal welfare. America sees this as a 
cover for protectionism. After all, subsi- 
dised, intensive European agriculture is 
highly polluting and has produced food 
scares such as mad-cow disease and dioxin 
poisoning; European producers of foie gras 
and battery chickens are hardly noted for 
their concern for animal welfare. 

Optimists point out that the looming ex- 
piry of the “peace clause”, a moratorium on 
challenging many illegal farm-support pro- 
grammes at the wro, at the end of 2003 may 
spur the eu to make further concessions. Per- 
haps. But by then the Eu may have found a 
new way to keep out American farm pro- 
ducts: health scares. 

American farmers are rapidly switching 
to genetically modified (Gm) crops. But Euro- 
pean consumers are paranoid about their 
dangers. That is convenient for uncompeti- 
tive European farmers. The £u wants wTO 
rules to give greater weight to the “precau- 
tionary principle”, which would allow 
countries to restrict imports until Gm tech- 
nology could be shown tobe safe. But Ameri- 
ca insists that the burden of proof must lie 
with those who want to ban it. Canada, Ja- 
pan and Australia are pushing for a working 
group on biotechnology to examine how 
wTo rules apply to Gm products. America 
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broadly supports their proposal, but is also 
considering taking the eu to the wro over its 
sluggish and opaque Gm-product licensing 
scheme. 

The other big chunk of the core agenda— 
services—is less controversial, partly be- 
cause countries can choose which sectors 
they want to liberalise. Countries aim to ex- 
pand the sectoral coverage of the services 
agreement and to open up sectors thatare al- 
ready covered. America is aiming at areas 
such as finance, telecoms and transport; the 
EU favours a shallower, but more broad- 
based, approach. Thorny issues include 
America’s reluctance to open its shipping 
market and the Ev’s desire to protect its au- 
dio-visual services on cultural grounds. De- 
veloping countries want to ease restrictions 
on the “movement of natural persons”, so 
that, for example, Indian computer pro- 
grammers could more easily offer their ser- 
vices to European companies. 


The political context 


Given such differences, prospects for the 
round do not look good. The lackof common 
ground between America and the eu is espe- 
cially worrying. Worse, there is little enthusi- 
asm for freer trade. Were countries not al- 
ready committed to negotiate about 
agriculture and services, there would 
be no impetus at all for anew round, 
says a senior western diplomat. 

Take developing countries. 
Though by no means a monolithic 
block, they share a feeling that what- 
ever the promise of liberalisation at 
the wo, rich countries will conspire 
to keep their markets closed. And 
though they largely refrained from 
shutting their markets in the after- 
math of the 1997-99 financial crisis, 
most have little appetite for further 
domestic liberalisation. They are also 
better informed and organised than 
they were in previous rounds, so they 
are less likely to accept a deal stitched 
up between America and the £u. 

The ev itself has always been a 
reluctant liberaliser. Sir Leon Brittan, until re- 
cently the eu’s trade commissioner, certainly 
did much to build momentum for a new 
round. But he did it largely despite, rather 
than at the instigation of, eu member gov- 
emments. His successor, France’s Pascal La- 
my, lacks Sir Leon’s liberal instincts. Al- 
though he pays lip service to free trade, he 
recently told The Economist that “I'm not a 
liberal, I'm still a socialist.” He insists that 
freeing trade should be “controlled, steered 
and managed according to the concerns of 
EU citizens”. That is in keeping with a view, 
widespread on the continent, that “a protec- 
tionist trade policy is a price readily paid for 
political objectives”, in the (critical) words of 
Patrick Messerlin of the Institut d'Etudes Pol- 
itiques, in Paris. There are few signs that the 
Eu is willing to offend its farmers for the sake 
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of freer world trade. 

The £v’s pursuit of a broad agenda must 
be seen in this context. If America agrees to 
include investment and competition on the 
agenda, the round could drag on for years. If 
America refuses, the Europeans can blame 
America for scuppering the new round and 
insist that within a narrow agenda there is 
no room for the trade-offs needed for agri- 
cultural liberalisation. In either case, the EU 
can delay farm reforms, while avoiding the 
blame for doing so. 

However great these obstacles are, they 
could be overcome if America were still lead- 
ing the drive for freer world trade. In all pre- 
vious trade rounds, America had a longlist of 
demands. It was able to extract concessions 
with a mixture of promises and threats. But 
now America has few carrots to offer. The 
Clinton administration is unwilling to make 
politically painful concessions required to 
achieve its aims. Indeed, until Bill Clinton’s 
state-of-the-union address in January, the 
Americans had resisted the whole idea of a 
new round at all. 

The Clinton administration’s half-heart- 
edness has many explanations. One is that, 
with the cold war over, shoring up the multi- 
lateral trading system is no longer seen as a 
top priority for American foreign policy. An- 





other is that American business has lobbied 
less vigorously for a new wro round. With 
America’s economy doing well, greater ac- 
cess to foreign markets seems a less pressing 
priority. Besides, Congress’s repeated refusal 
to grant the administration “fast-track” ne- 
gotiating authority, without which it cannot 
easily strike trade deals, hasconvinced many 
businessmen that Mr Clinton cannot deliver 
what they want. They have concentrated in- 
stead on a deal on Chinese accession to the 
wo, which was signed earlier this month. 
Mr Clinton’s trade policy is hobbled by 
three big constraints. One is a need to pacify 
or please protectionist trade unionists, such 
as the aFL-c1o, which is supporting Vice- 
President Al Gore's presidential bid next 
year. Although few American workers are 
unionised, they are concentrated in four 
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states, Illinois, Michigan, Ohio and Pennsyl- 
vania, that are crucial to Mr Gore’s chances. 
The second is that the coalition in Congress 
in favour of free trade has fragmented. Most 
Republicans and some Democrats still sup- 
port free trade. But a sizeable minority of Re- 
publicans are protectionist, and most Dem- 
ocrats insist that further liberalisation must 
raise labour and environment standards too. 
The third constraint, felt also by other 
rich-country governments, is growing popu- 
lar disenchantment with free trade. The 
benefits—cheap imports, better jobs, faster 
growth—are taken for granted. But anti-wro 
groups tap into widespread insecurity about 
globalisation. To be sure, extremists such as 
PGA enjoy little public support. But more 
mainstream opponents of the wro are win- 
ning the battle for public opinion. They are 
media savvy and well organised; they strike 
a chord with voters who increasingly asso- 
ciate trade with drowned dolphins, Fran- 
kenstein foods and Chinese prison labour 
rather than cheap goods. In America, Public 
Citizen, a consumer-rights group set up by 
Ralph Nader, helped to swing popular opin- 
ion against the ma, Now it portrays the wro 
as a tool of big business whose global aims 
trample on local economies and cultures; 
whose rules and procedures are secretive 
and undemocratic; and which is- 
harming the environment and in- 
creasing inequality. Unless free trad- 
ers start countering these arguments, 
prospects for the new round—and 
for freer trade in general—will be 


poor. 


Raising the stakes 


There is indeed a danger that Seattle 
will turn out to be a fiasco: no agree- 
menton an agenda, or a half-hearted 
one that will obviously lead no- 
where. If that happened, it would en- 
courage anti-wTo groups to goon the 
offensive. America, the £u and Japan 
would increasingly be tempted by 
managed trade. The £u and America 
would redouble their efforts to carve 
up markets through regional preferential 
trade agreements that can only undermine 
the multilateral approach to trade. Congress 
is due to review America’s membership of 
the wro next March; some may press for a 
vote on withdrawal. 

But the more likely outcome is that min- 
isters will reach some sort of fudged deal in 
Seattle. It will have limited aims and be 
strewn with empty promises. After that, ne- 
gotiations are unlikely togo far for some time 
at least. Next year sees an American presi- 
dential election. If there is to be a big push for 
freer trade, including a successful bid to ex- 
tract fast-track authority from a recalcitrant 
Congress, it will have to wait until 2001. It 
should be a top priority for the next Ameri- 
can president, whoever thatis. 
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Russia's war 








Russia kept up its war on 
Chechnya, claiming it would 
take the capital, Grozny, by 
mid-December and had sur- 
rounded four-fifths of the city. 
However, Igor Ivanov, Russia’s 
foreign minister, agreed to 
hold talks with an osce dele- 
gation visiting Moscow next 
month. Meanwhile, Ruslan 
Aushev, leader of neighbour- 
ing Ingushetia, sacked most of 
his ministers for failing to deal 
with an influx of 215,000 Che- 
chen refugees. 


Members of the ruling party 
in Croatia rushed through an 
emergency measure to declare 
President Franjo Tudjman, 
who is seriously ill in hospital, 
temporarily incapacitated. 
Power now passes to the 
speaker of parliament. 


President Bill Clinton com- 
pleted a five-day trip through 
south-eastern Europe. He was 
cheered in Turkey, jeered in 
Greece and adored again in 
Bulgaria and Kosovo. At an 
OSCE summit in Istanbul, a re- 
vised treaty limiting conven- 
tional forces in Europe was 
signed by both Mr Clinton 
and Russia’s president, Boris 
Yeltsin, who then characteristi- 
cally walked out. 


The death sentence for treason 
passed on Abdullah 
Ocalan, leader of the out- 
lawed Kurdistan Workers’ 
Party (PKK), was upheld by a 
Turkish appeal court. His law- 
yers will now appeal to the 
European Court of Human 
Rights. 
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Lord Archer was forced to 
step down as Tory candidate 
for mayor of London after it 
was revealed that he had fab- 
ricated an alibi for possible 
use in a libel action in 1987. 


Algeria's Islamists 


President Abdel Bouteflika’s 
hopes for Algerian national 
reconciliation were dimmed 
when an unknown assassin 
killed Abdelkader Hach- 
ani, a moderate Islamist who 
had been trying to bring the 
ris, the outlawed Islamist 
party, back into the country’s 
political life. 


A compromise on the fate of 
the 13 Iranian Jews accused 
of spying for Israel seemed 
near after the hardline chief of 
Tehran’s Revolutionary Court 
said that the National Security 
Council, a political body 
chaired by President Muham- 
mad Khatami, had the right to 
put Iran’s national interests 
ahead of any court ruling. Iran 
had been under strong west- 
ern pressure, as a conviction 
for spying carries the death 


penalty. 


Islamists and liberals in Ku- 
wait's parliament united to 
defeat, by 41 votes to 21, the 
ruler’s decree giving political 
rights to women. The liberals 
are expected to reintroduce 
the same measure soon, in a 
more democratic format. 


Christian churches throughout 
the Holy Land closed their 
doors for two days in protest 
at Israel’s decision to allow a 
mosque to be built close to 
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the Basilica of the Annuncia- 
tion in Nazareth. 


The Nigerian army sealed off 
a region in the Niger Delta 
where 12 policemen had been 
killed last week in communal 
fighting. Many civilians were 
reported killed during the 
army clampdown. 


The army way 


Abdurrahman Wahid, Indone- 
sia’s president, rejected de- 
mands by the army to impose 
martial law in Aceh to put 
down a separatist movement. 
It would only worsen the pro- 
blem, he said. The planned 
referendum in the province, 
he added, would not be about 
independence but about the 
introduction of Islamic law. 


Nawaz Sharif made a formal 
appearance in a Karachi court, 
the first time he has been seen 
in public since being deposed 
as Pakistan’s prime minister 
last month. 


As New Zealand prepared 
to vote in a general election on 
November 27th, the prime 
minister, Jenny Shipley, sought 
to avert a scandal by sacking 
the immigration minister, John 
Delamere, a Maori, claiming 
he had created his own immi- 
gration policy without govern- 
ment approval. 








China launched its first 
spacecraft, becoming the 
third country, after the former 
Soviet Union and the United 
States, to develop a vehicle ca- 
pable of carrying a person into 
space. 
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Hillary running 


After months of exploring and 
ingratiating herself with the 
locals, Hillary Clinton de- 
cided at last to run for the va- 
cant Senate seat in New York 


next year, 
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In his fiercest speech so far, 
Bill Bradley accused his 
Democratic rival, Al Gore, of 
having no interest in changing 
America’s campaign-finance 
system. 


The number of murders re- 
ported to police in America 
in the first six months of the 
year fell by 13% from the same 
period last year. The murder 
rate—six killings for every 
100,000 people—was at its 
lowest level since 1967. 


Colombia extradited one of 
its citizens to America to face 
heroin-trafficking charges. It 
was the first such extradition 
since 1990, and sparked fears 
of a new campaign of violence 
by drug traffickers. 


Argentina’s president-elect, 
Fernando de la Rua, who 
takes office next month, an- 
nounced his new cabinet. In- 
cluding four well-known econ- 
omists, it seemed to signify his | 
intention to follow orthodox 
economic policies. 


Fourteen army officers were 
arrested in Paraguay amid 
talk of a planned military 
coup. They were reported to 
be followers of Lino Oviedo, a 
rebellious ex-general who 
sought asylum in Argentina 
last March. 
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America grows 








American economic 
growth for the third quarter 
was revised upwards by the 
Commerce Department from 
an annual rate of 4.8% to a 
galloping 5.5%. 


The European Commission 
said that it expected EU 
growth to improve from 21% 
in 1999 to 3% in both 2000 and 
2001, with inflation staying 
well below 2%. The figures as- 
sume a euro exchange rate of 
$1.07 and oil at $21.50 a barrel. 
Unfortunately, the markets do 
not seem to agree: the euro 
sank to $1.02 against the dol- 
lar--its lowest level since July. 





Oil may also overshoot the 
forecasts. Benchmark Brent 
crude futures for January 
hit $25.90, a nine-year high, as 
Iraq halted oil exports of 2.2m 
barrels a day that were al- 
lowed by the UN under an oil- 
for-food measure exempting 
the oil from the terms of inter- 
national sanctions. 


World Trade Organisation 
talks, due to start in Seattle on 
November 30th, may face seri- 
ous difficulties. Trade envoys 
failed to approve a draft agen- 
da, because of the eu’s obsti- 
nacy over agriculture and de- 
veloping countries’ dissatis- 
faction with the previous 
Uruguay-round accord. 





The World Bank's chief 
economist, Joseph Stiglitz, is to 
leave the bank at the end of 
the year, to return to teaching. 


had sparked controversy. 
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BUSINESS THIS WEEK 


Bank business 


A cross-shareholding deal be- 
tween Italy’s third largest bank 
group by assets, UniCredito 
Italiano, and Spain’s second 
largest, Banco Bilbao Vizca- 
ya-Argentaria, will be final- 
ised in January to create Eu- 
rope’s first big cross-border 
bank alliance, according to 
Unicredito. More such moves 
are expected as banks attempt 
to create Europe-wide opera- 
tions. 


Japan’s biggest banks ap- 
pear to be recovering, with 
most announcing improved 
profits for the half-year to the 
end of September. Cheap 
short-term funds and falling 
bad-debt write-offs have 
helped, even if more repair 
work is needed. 


Metropolitan Life, an 


announced that it is to demu- 
tualise through an initial pub- 


| lic offering aimed at raising 


perhaps $5 billion. It would be 
one of the largest financial-ser- 
vices IPOs, outstripping the 
$3.7 billion raised earlier this 
year by Goldman Sachs. 


Clearnet, the French securities 
clearer, has walked away from 


| a proposed merger with its 
| German counterpart, Deutsche 


Börse Clearing, and Cedel, an 
international bond clearer, be- 
cause they refused to split the 
new company evenly. Instead 
it will join Cedel’s rival, Euro- 
clear. 


Germany calling 





His recent criticism of the mr | Vodafone AirTouch, the 








| The prospect that Vodafone's 


| voked criticism from Gerhard 


| lor, and a call by his finance 


| ised stern scrutiny. 
American insurance company, | 
| In another dramatic move, Mr 


| another DM2oom. 


| bile-phone operation, TIM, 
| and offer what was consid- 


| largest Internet service provid- 





operator, upped its hostile all- | 
share takeover offer for Man- 
nesmann, a German tele- 
coms and construction com- 
pany, to some €120 billion 
($122 billion). Mannesmann 
announced booming profits 
and an early spin-off of its 
less profitable divisions to 
keep its own shareholders 
happy. That prompted specu- 
lation of a higher offer from 
Vodafone, or another carrier 
should the current bid fail. 


success would prompt a rash 
of hostile takeovers in Ger- 
many and weaken its consen- 
sual corporate culture pro- 


Schroder, Germany’s chancel- 





minister for new European 
takeover rules. Europe’s com- 
petition regulators also prom- 


Schroder also rescued Phil- 
ipp Holzmann, Germany's 
second-largest construction 
firm, from bankruptcy. The 
government has offered 
DMa250m ($130m) of state 
money and the banks have 
been persuaded to stump up 


Minority rights 


Minority shareholders in Tele- 
com Italia emerged victo- 
rious after Olivetti, which now 
controls the former telecoms 
monopoly, abandoned plans 
to split off its successful mo- 


ered paltry compensation. In- 
stead, Telecom Italia is to float 
its subsidiary, Tin. it, Italy’s 


er, to cash in on the current 
popularity of Internet shares. 


EMI, the world’s third-largest 
music company, responded to 
the changing nature of the 
music business, which is be- 
coming increasingly Internet- 
based, by announcing plans to | 














| from Renault’s restructuring 


‘over their joint marketing 


| the latter’s hostile bid worth 
| around $80 billion. In fact, i 


| Coca-Cola's two-and-a-half- 









hive off the manufacture and 
distribution of cps. It may 
also sell nmv Media, a music- 
and book-retailing business. 





Nissan, Jäpan’s second-larg- 
est car company, now 37% 
owned by Renault, an- 
nounced losses for the half- 
year to the end of September 
of ¥324 billion ($3.1 billion). 
This includes one-off charges 


plan; the firm was also hit by 
poor performance and a 
strong yen. Shares in both 
companies sank. 


Warner-Lambert had been | 
widely expected to sue Pfizer 


agreement for Lipitor, an anti- 
cholesterol drug, to discourage 


Pfizer surprisingly sued War- 
ner-Lambert, to try to overturn 
Warner-Lambert’s agreed 
merger with American 
Home Products. 





year struggle to buy Orangi- 
na, a French fizzy-drink com- 
pany owned by Pernod-Ri- 
card, was blocked by the 
French government, as the lat- 
est offer, worth FFr4.7 billion 
($731m), did not satisfy compe- 
tition concerns. Coca-Cola 
professed disappointment; 
Pernod-Ricard shares plunged. 


| Correction: Last week we said 
that America had waived sanc- | 
tions against Canada’s Conoco | 
for developing oilfields in fran. | 
In fact, Canada’s Bow Valley En- | 
ergy has escaped sanctions. Our | 
i 
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ASIA 


An orgy of reprisal in Pakistan? 


The familiar conflict between justice and retribution 


HE rulers of Pakistan are wont to elimi- 

nate their enemies and call it justice. The 
last military dictator, Zia ul Haq, had the 
prime minister he deposed, Zulfikar Ali 
Bhutto, executed in 1979 after a dubious trial 
for murder. Nawaz Sharif, who was ousted 
as prime minister last month by yet another 
military coup, also had a mafia don’s view of 
justice. His crusade against corruption 
turned out to be a vendetta against his politi- 
cal opponents, Bhutto’s daughter, 
Benazir, foremost among them. 

Now it is Mr Sharif’s tum to 
face judgment by those who van- 
quished him. Unless the new ruler, 
General Pervez Musharraf, treats 
Mr Sharif more fairly than Mr Sha- 
rif treated his foes, his promise to 
restore integrity to Pakistan’s polit- 
ical and economic life will look 
hollow. It is too early to judge the 
judges, but some of the auguries 
are disturbing. After the coup on 
October 12th, Mr Sharif and other 
members of his regime were held 
in “protective custody”—a con- 
cept Pakistani law does not recog- 
nise. He claims to have been kept 
in solitary confinement for at least 
part of the time. 

Only now is the machinery of 
justice beginning to move. On No- 
vember 19th, Mr Sharif appeared 
before an “anti-terrorist court”, 
which will try him on charges re- 
lating to his alleged attempt on the 
day of the coup to divert General 
Musharraf's plane from Karachi 
airport, where it was supposed to 
end a flight from Sri Lanka. The 
plane did land safely there after 
the army took over the airport, 
with just a few minutes’ worth of fuel left, it 
is claimed. It will be up to the court to decide 
whether Mr Sharif’s alleged interference 
with the flight constituted attempted mur- 
der, kidnapping and hijacking. The last of 
these charges is punishable with life impris- 
onment or the death penalty, though few 
people believe that General Musharraf will 
follow Zia in inflicting the ultimate punish- 
ment. “I did not conspire in a hijacking,” Mr 








THE ECONOMIST NOVEMBER 27TH 1999 


Sharif has said. “In this case the whole demo- 
cratic process has been hijacked.” 

On November 23rd, Mr Sharif’s two 
brothers, one of whom was chief minister of 
Punjab, faced corruption charges. They 
could be jailed for 14 years and disqualified 
from politics for 21 years. Mr Sharif is being 
prosecuted under bad laws that he devised 
himself and that were among the reasons for 
his removal. He set up anti-terrorist courts to 
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Sharif is taken to an “anti-terrorist” court 


deal speedily with those accused of disturb- 
ing the peace. They usually try their cases 
within seven days. Those convicted by these 
death-decreeing courts are allowed just one 
appeal. Such procedures “do not give a guar- 
antee of due process” or ensure that “the 
rights of the accused are taken into consider- 
ation,” says Hina Jilani, a lawyer in Lahore 
whois active in human-rights cases. 

Those who face charges of corruption 


and defaulting on loans, including Mr Sha- 
rif’s relations and, it is presumed, eventually 
Mr Sharif himself, face similarly brusque 
treatment. Displaying Mr Sharif’s taste for 
summary justice, General Musharraf has set 
up “accountability courts” to try corruption 
cases within 30 days. Suspects arrested by 
the new National Accountability Bureau 
(NAB, believe it or not) need not be brought 
before a magistrate within 24 hours and are 
denied bail. Still, the new courts are better 
than Mr Sharif’s tribunals. Though the 
crimes they handle are not capital ones, any- 
one convicted can appeal, right up to the Su- 
preme Court. 

This orgy of judicial reprisal may serve to 
shore up General Musharraf's legitimacy in 
two ways. The first is to win applause from a 
public that rightly regards high-level malfea- 
sance as the source of many of Pakistan's 
economic and political problems. 
The second is to fend off charges 
that the coup itself is the crime that 
demands punishment. Mr Sharif’s 
party, the Pakistan Muslim League, 
this week petitioned the Supreme 
Court torule that the coup was ille- 
gal. Mr Sharif says he still regards 
himself as Pakistan's rightful 
prime minister. Subversion of the 
constitution is an act of high trea- 
son, punishable by death. If the Su- 
preme Court rules against the gen- 
eral, the head on the block could in 
theory be the general's rather than 
Mr Sharif’s. 

How eagerly will General 
Musharraf pursue approval from 
the public and absolution from 
the courts? If he wants to, he can 
probably wrest a conviction of Mr 
Sharif from the anti-terrorist court. 
(The order suspending the consti- 
tution also gives the general the 
power to overturn court deci- 
sions.) Failure to convict Mr Sharif 
would be embarrassing, at least. 
But people sympathetic to the gov- 
ernment argue that it can tolerate 
acquittal or conviction on one of 
the lesser charges. Shabbar Rizvi, a 
lawyer who practises in the Su- 
preme Court, says that, because Mr Sharif 
tried to divert the general’s plane only after 
the army had moved in, the case is likely to 
have little bearing on the government's de- 
fence of the coup. The implication is that 
General Musharraf can afford to let Mr Sha- 
rif have a fair trial. A negative ruling on the 
coup itself from the Supreme Court would 
be harder to bear. 

It is also unlikely. The court blessed the 
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last military takeover, saying it was more im- 
portant to preserve the state than the consti- 
tution. The government is likely to argue that 
Mr Sharif’s attempt to sack General Mushar- 
raf endangered the state by undermining the 
armed forces. Besides, argues a journalist 
friendly to the government, the court will 
heed public opinion, and opinion will be 
shaped by the quality of General Mushar- 
raf’s governance. “Legitimacy will come 
from performance,” the journalist says. Butit 
is the convergence of public opinion and the 
general’s weighty inclinations that dims the 
prospects of fairness for Mr Sharif and oth- 
ers caught in the new regime's dragnet. 

Most Pakistanis are not worried. Even 
some liberals are arguing that the niceties of 
judicial procedure should not get in the way 
of purging a corrupt political and business 
elite, without which democratic institutions 
will never be able to flourish. Only a few fret, 
like Miss Jilani, about holding a trial “under 
the shadow of the bayonet”. General Mush- 
arraf faces a difficult choice. Pliant courts can 
be relied upon to convict unpopular fatcats, 
legalise his rule and bolster his popularity. 
Only independent ones can fulfil his pro- 
mise to restore integrity to Pakistan’s econ- 
omic and political life. It would be poetic jus- 
tice if Mr Sharif were convicted hurriedly by 
the very courts he rashly set up, but that is 
not the kind of justice Pakistan needs. 

a 





East Timor 


Unfinished 
business 


JAKARTA 


HE world’s youngest country received 

the blessing of the most powerful one 
this week. A senior delegation from the Un- 
ited States arrived in East Timor for talks 
with the new United Nations’ transitional 
authority and leaders of the pro-indepen- 
dence movement. The leader of the delega- 
tion, Richard Holbrooke, America’s ambas- 
sador to the un, looked after East Asian 
affairs for the Carter administration in the 
late 1970s. At that time, though East Timor 
was under Indonesia’s brutal occupation, 
America, along with most other western 
governments, chose not to speak up for its 
people. But circumstances change. This 
week Mr Holbrooke was offering praise to 
the bearded rebels whose 24-year struggle 
for independence is now almost at an end. 

President Clinton’s decision to impose 
an arms embargo on Indonesia in Septem- 
ber was decisive in persuading it to allow for- 
eign troops into East Timor to restore order, 
after Indonesian troops and militias had 
gone on a rampage, killing hundreds of Ti- 
morese and destroying almost everything 
they could. America has now linked the res- 
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BEING 


EGEND has it that an enterprising Chi- 
nese scientist named Wan Hu tried, 
some 500 years ago, to reach the heavens 
by strapping fireworks to his body. Bold 
though it was, his mission was a failure— 
and probably a messy one at that. But on 
November 2oth and 2ist, China’s space 
programme took a big step toward realis- 
ing Wan Hu’s dream by conducting the 
successful launch and recovery of a craft 
designed to carry astronauts. Called Shen 
Zhou (meaning either Divine or Magical 
Vessel), the spaceship was launched early 
on Saturday morning in Gansu province; 
it landed safely in neighbouring Inner 
Mongolia 21 hours later. In between, it cir- 
cled the earth 14 times. 

The space vehicle carried nocrew,and 
several more unmanned test flights are to 
follow, but officials say Chinese astro- 
nauts will find their way into space very 
soon. Western scientists do not doubt 
them. John Pike, who studies China’s 
space programme at the Federation of 
American Scientists, believes China has 
“more than enough time to get a crew in 
space before the end of next year”. 

China’s triumph has been feted by the 
state-run media as “earthshaking”, 
though it comes more than 40 years after 
the Soviet Union put the first satellite, 
Sputnik 1, into orbit, and more than 30 
years after American astronauts first set 
foot on the moon. Not that China has 
been a laggard in all respects. Since 
launching its first satellite, The East is Red, 
in 1970, China has gone on to take a 9% 
share of the global market for commercial 
launching services, recovering admirably 
from a string of failures in 1995 and 1996. In 
this context, the maiden voyage of the 
Shen Zhou marks only an incremental 
shift in the international space order. 











A divine lift-off for China 





Despite the alarms of some western 
defence hawks, the test of the Shen Zhou 
does little to affect the military balance in 
the foreseeable future either. China has 
launched comparable payloads in the 
past, and successfully recovered satellites 
as well. As Mr Pike points out, perhaps it is 
better to have a China that sees space- 
ships, rather than just missiles, as the coin 
of international prestige, and as an occu- 
pation for its engineers. 

Prestige matters a lot to China. Ever 
eager for achievements he can call his 
own, President Jiang Zemin is taking full 
credit for spearheading the space pro- 
gramme. His own calligraphy adorned the 
vessel and, according to the official line, 
his leadership has seen the project 
through. The country, meanwhile, has for 
the past two years been slogging through 
an economic downturn. With unemploy- 
ment rising and moral values shifting, the 
social fabric is perceptibly fraying. As oth- 
ers well know, there is nothing like a suc- 
cessful space launch to boost morale. 

News of the mission’s success has 
been greeted with a good deal of genuine 
pride and enthusiasm among ordinary 
Chinese, even though some mutter about 
the cost (China has not revealed a figure) 
and wonder how much else could have 
been done with the money. Zhang Zhen- 
peng, of the Beijing Aerospace University, 
acknowledges that the cost has been 
“huge”. But, sounding much like Ameri- 
can Officials responding to the same criti- 
cisms 30 years ago, Mr Zhang told the Beij- 
ing Evening News that society at large 
would benefit from new materials and 
processes, such as alloys, ceramics, semi- 
conductors and ultra-pure proteins. “The 
riches will come tumbling down from the 
heavens,” he promised. 





The drawing-board 
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toration of military ties with Indo- { 
nesia to the fate of more than 
200,000 East Timorese refugees lan- 
guishing in squalid camps in West 
Timor. 

For more than two months, aid 
agencies have complained that 
their efforts to repatriate the refu- 
gees are being blocked by armed 
pro-Indonesia militia groups, who 
have been allowed to take control 
of many of thecamps. At last Amer- 
ica has decided to act. When Mr 
Holbrooke stopped at the camps 
on his way to East Timor, he 
warned the Indonesian govern- 
ment not to let them become its 
Gaza strip. Money spent there by 
the aid agencies, he said, would be better di- 
rected at rebuilding East Timor’s shattered 
infrastructure. Life inside the territory can- 
not start returning to normal while around a 
quarter of the population are still stuck over 
the border. 

All sound arguments. But there are other 
reasons for America’s preoccupation with 
events in East Timor. In partitis being driven 
.by public outrage in the United States over 
the violent reaction of Indonesian troops to 


Welcome to Timor, Mr Holbrooke 





the vote in favour of independence in the 
August referendum. Both houses of Con- 
gress have just passed legislation requiring 
Indonesia not just to facilitate the swift re- 
turn of the refugees, but also to put on trial 
soldiers believed to have committed atroc- 
ities in East Timor. Only then should mili- 
tary relations be restored. The Americans are 
also worried about the threat to the stability 
of the new country still posed by the militias. 
If the refugee camps are emptied, the hope is 





that the militias will fade away. 

Whether that happens de- 
pends on the willingness of Indo- 
nesia’s military leaders to abandon 
their hostile attitude to East Timor. 
They have a strong incentive. Un- 
less the American sanctions are lif- 
ted soon, the army’s fleet of trans- 
port aircraft, which it relies on to 
move troops around the archipela- 
go, could be grounded for lack of 
spare parts. 

Mr Holbrooke did persuade 
some senior Indonesian officers to 
accompany him to the border be- 
tween East and West Timor to sign 
an agreement with the internation- 
al force in East Timor; this is intend- 
ed to reduce the likelihood of clashes be- 
tween Indonesian soldiers and the 
peacekeepers and also to curb militia activi- 
ties. But there was no commitment from the 
Indonesian side to disarm or break up the 
militias. Nor are there any signs that the sol- 
diers will co-operate with either the UN in- 
vestigation into atrocities or Indonesia’s 
own human-rights commission. That is 
hardly surprising, since the main suspects 
include some of the country’s top generals. 

+ an a 








Philippines 


Just like the 
movies 


MANILA 


TALY, so the joke goes, has its Mafia, Japan 

has its yakuza and the Philippines its po- 
lice force. So persistent is the reputation of 
the country’s police for corruption and other 
forms of criminality that, whenever a new 
police chief takes office, he routinely prom- 
ises to clean up the force. After Panfilo Lac- 
son was appointed on November 15th, he 
wamed his crooked colleagues, “We shall 
not only punish you in the gut. We shall also 
scorch the earth beneath you.” 

This is just the stuff to please President 
Joseph Estrada. Mr Estrada made law and 
order a main issue in the campaign that won 
him the presidency last year. In his previous 
career as a film actor, Mr Estrada had often 
played a kind of Robin Hood with a ma- 
chinegun, avenging the injustices inflicted 
on the poor by the rich and powerful. The 
president hopes that the new police chief 
can emulate this swashbuckling approach to 
crime in the real world. And indeed Mr Lac- 
son’s efforts to weed out what he calls 
“hoodlums in uniform” is likely to win pub- 
lic approval for both himself and the presi- 
dent—who has suffered a sharp drop in pop- 
ularity, according to the opinion polls. 

Mr Lacson, however, has a job on his 
hands. The problems he faces were illustrat- 
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ed just two days after his appointment, 
when officers of the paramilitary Special Ac- 
tion Force attempted to arrest two traffic po- 
licemen who were said to be extorting bribes 
from motorists. One of the traffic policemen 
opened fire on the paramilitaries with an as- 
sault rifle, killing one and wounding three. 

As well as being chief of police, Mr Lac- 
son retains his job as head of a task-force to 
combat organised crime, a body set up by Mr 
Estrada to tackle the problem of kidnapping 
for ransom. The victims have usually been 
rich members of the ethnic-Chinese com- 
munity, which dominates much of the econ- 
omy and which, in large measure, bank- 
rolled the president's election campaign. 

Mr Lacson’s task-force had an early suc- 
cess in reducing the number of kidnappings, 
especially in the capital, Manila. But then the 
police became involved in a power struggle. 
Mr Lacson accused Roberto Lastimoso, chief 
of police at the time, of protecting drug traf- 
fickers. Mr Lastimoso denied the accusation 
but was, in effect, suspended. The affair has 
further lowered morale in a force already de- 
moralised by years of low pay, lack of equip- 
ment and a dismal reputation. 

Even before this row, Mr Lacson had 
been somewhat controversial. His appar- 
ently exemplary career had been marred in 
1995 when he was implicated in the deaths of 
11 suspected bank robbers, who were said to 
have been summarily murdered. Mr Lacson 
maintained that the suspects had been 
killed in a gunfight with the police. The pat- 
tern of violence continues. Three days after 
he had been appointed chief of police, mem- 


bers of Mr Lacson’s task-force shot dead 
eight suspected robbers in what the police 
said was another gunfight. However, Manila 
newspapers quoted witnesses as saying the 
suspects had their hands raised in surrender 
when they were killed. 

Stories of this kind go down well with Fil- 
ipinos raised on the kind of all-action films 
that Mr Estrada used to star in. But they are 
frowned upon by those who believe that the 
Philippines can never become a prosperous 
modern democracy without a police force 
that actually upholds the law. 

aJa . 


Chinese law 


A very long arm 


BEIJING 


OW much is a British passport worth? 
Not much, if you are from Hong Kong. 
The 3.3m people there who hold a British na- 
tional overseas (BNO) passport know their 
document does not entitle them to live in, 
well, Britain. They know it does not afford 
them consular protection in China, which 
tolerates the use of BNO passports as mere 
travel documents for Hong Kong Chinese, 
but nothing more. Now, with the recent case 
of one Wu Man, Hong Kongers have reason 
to believe other countries are also dismissive 
of the sno passport’s protection. 
Mr Wu, a Hong Kong resident, may not 
be everybody's cup of tea. He is said to be a 
member of the gang once led by Cheung Tze- 
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keung, known as Big Spender, who was exe- 
cuted in China last December for violent 
crimes mainly committed in Hong Kong, no- 
tably the kidnapping of the son of one of the 
territory's best-known tycoons. Mr Wu was 
nabbed by police in a Bangkok street. This 
month it came to light hat he was then bun- 
dled off to Guangdong, in southern China, at 
the request of the Chinese government. No 
formal extradition hearing was held for Mr 
Wu because, say the Thai authorities, “he 
didn’task for it”. They alsoclaim that Mr Wu, 
despite the execution of Cheung Tze-keung, 
went willingly toChina. 

A plea for help sent on his behalf to 
Emily Lau Wai-hing, a campaigning Hong 
Kong legislator, seems to undermine this as- 
sertion. The British Foreign Office appears ir- 
ritated. Itshould, it says, have been informed 
of Mr Wu’s arrest and impending extradi- 
tion. Mr Wu, in turn, should have been able 
to seek British consular help in Bangkok. The 
British foreign minister responsible for Hong 
Kong affairs, John Battle, claims the Thai au- 
thorities have acknowledged things were 
not quite done by the book, and have prom- 
ised it will not happen again. 

The Chinese government's view is that 
what happens to Chinese citizens, even 
Hong Kong ones, is for it to decide. So its reac- 
tion to Mr Battle’s claim has been curt and 
predictable. Mr Wu is none of his business. 
In a sense, the British government agrees, 
now that Mr Wu is in China. Britain ac- 
knowledges that sno passports for Hong 
Kong Chinese cut no ice in China. Their 
gripe, they say, is with the Thai authorities. 
Miss Lau, who has long railed at Britain for 
not having given Hong Kong residents full 
British citizenship, says Britain should raise 
the matter with China vigorously. 

Mr Wu’scase is about to raise a trickier is- 
sue for Hong Kong. He has not yet been 
charged. When he is, it is likely that the char- 
ges he faces will include crimes said to have 
been committed in Hong Kong. In the case of 
Cheung Tze-keung, China argued that, since 
Article 7 of China’s criminal code gives the 
mainland the right to try crimes of this kind 
committed outside Chinese territory by Chi- 
nese nationals, and since Hong Kong is not 
even outside Chinese territory, it must have 
jurisdiction over such crimes in Hong Kong. 
This interpretation upsets the “rule of law” 
lobby in Hong Kong. Its constitution, the Ba- 
sic Law, states that Hong Kong has a legal ju- 
risdiction that is clearly separate from the 
rest of China’s. Crimes committed in Hong 
Kong should be tried there. 

After the legal fuss that surrounded 
Cheung Tze-keung’s case, the Hong Kong 
government promised to seek formal ar- 
rangements with China:a “rendition” agree- 
ment, along the lines of an extradition treaty, 
was clearly needed if Hong Kong citizens 
were to be protected from the long arm of 
Chinese law. Since then, little visible progress 
has been made, Hong Kong officials admit. 
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China balks at striking arrangements with 
Hong Kong that have the force of interna- 
tional treaties. Yet Hong Kong, says Yash 
Ghai, a professor of law at Hong Kong Uni- 
versity, is unwilling to concede anything less 
to the Chinese. That is partly because gov- 
ernments elsewhere (with which Hong Kong 
has extradition agreements) would be un- 
willing to send suspected criminals back to 
Hong Kong, which has no death penalty, if it 
were thought they could then be sent on to 
China, where they might be executed. With- 
out proper rules of rendition, Hong Kongers 
abroad will have to remain wary of the shad- 
ow that falls across their beach towel. 

a 





Australia 


The new boat 
people 


SYDNEY 


T 63, Ron Nash has seen a lot in his life as 
a licensed kangaroo-shooter in the 
Western Australian outback, but even he 
was unprepared for what happened on the 
night of October 24th. Setting out for work 
near a beach at Wallal Downs, a large cattle 
ranch, Mr Nash saw four men wandering in 
the deserted landscape. Thinking they were 
rustlers, he confronted them. The men 
turned out to be from Afghanistan, and had 
no idea where they were. “What country?” 
one of them asked Mr Nash. 

They belonged toa group of 25 illegal Af- 
ghan immigrants who had landed on the 
beach after a six-day journey from Indone- 
sia. “We're refugees,” they told Mr Nash. 
“Can we stay with you?” He called the cus- 
toms department in the capital, Canberra. 
Next morning, officials arrived and took the 
Afghans into custody. Mr Nash helped the 
officials burn the beached boat, then drove 
off to resume his ‘roo-shooting. 

Since early November, almost 900 illegal 








Journey’s end 


immigrants have landed on Australia’s 
northern shores in boats crewed by Indo- 
nesians. Most have been Afghans and Iraqis. 
Since the start of the year, 670 Afghans and 
828 Iraqis have arrived illegally by boat. The 
biggest contingent appeared on November 
ist when the Adelong, packed with 352 peo- 
ple, landed on Ashmore Reef inside Austra- 
lian waters off the north-west coast. This reef 
is where many recent boats have been inter- 
cepted, apparently heading for Australia's 
most remote parts in the hope of dropping 
off their cargoes undetected. 

The uninvited human tide is swelling 
faster than at any time since boat people 
started landing in Australia in the 1970s after 
the Vietnam war. Many of the earlier arrivals 
in this latest surge were Chinese, transported 
by racketeers based in southern China. The 
flow from China has eased since the Chinese 
authorities responded to Australia’s call to 
clamp down. The Middle East boat people 
have been enticed by a fresh lot of racketeers 
who seem to be based in the Indonesian is- 
lands of Lombok and Flores. 

The Afghans who beached at Wallal 
Downs, hundreds of kilometres from any- 
where, told Ron Nash they had paid a syndi- 
cate in Indonesia $7,000 each to get to Austra- 
lia. The “package deal” comprised hotel 
accommodation in Indonesia after flying 
from the Middle East, transfer to a fishing or 
freight boat and guaranteed drop-off on the 
north Australian coast between Darwin and 
Broome. Many such migrants have been 
lured by stories of easy access to residency 
and jobs in the period before the Olympic 
Games in Sydney next year. 

Philip Ruddock, Australia’s immigration 
minister, claims that 10,000 more people 
from the Middle East are preparing to catch 
boats from Asia to Australia. The govern- 
ment has introduced some measures to de- 
ter them, should they succeed in landing, 
such as restrictions on the length of their stay 
and their access to welfare. On November 
22nd, a court in Darwin sentenced five Indo- 
nesian fishermen to two-year prison terms 
for taking boat people to Australia; another 
60 crewmen are facing charges. 

The arrivals, and the government's re- 
sponse, have sparked a fresh debate about 
Australia’s immigration policy. The govern- 
ment has slashed the immigrant intake by 
almost one-third, to 80,000 a year. Many crit- 
ics say this is too low for a country of 19m, 
where the birth rate has fallen below that 
needed to replace the existing population. 
Some also say that the government's reaction 
to the boat people has played too much to 
populist fears of “invasion from the north”; 
many of the Afghans and Iraqis arriving are 
likely to be genuine refugees fleeing persecu- 
tion. “Populate or perish” was once a slogan 
when Australians felt their wide open spaces 
were vulnerable to invasion. Worries about 
population and invasion are still there. 

a a 
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Malaysia’s general election 


Trust me, I’m the doctor 


KUALA LUMPUR 








Despite the opposition’s best efforts, Mahathir Mohamad looks like tempting 
Malaysians to swallow a well-tried prescription 


HATEVER his flaws, Mahathir Moha- 

mad is certainly thorough. During the 
past two years, as Malaysia has. been bat- 
tered by political and economic turmoil, the 
pugnacious prime minister has included just 
about every foreign enemy in his tirades. He 
has lashed out at currency speculators, the 
United Nations, foreign journalists, Jews, the 
IMF and even the Norwegians who award 
the Nobel peace prize. 

Dr Mahathir’s fierce nationalism is likely 
to be rewarded on November 29th with yet 
another win for his National Front coalition. 
As the 73-year-old prime minister faces his 
fifth general election after 18 years at the top, 
the only uncertainty seems to be the size of 
his coalition’s majority. A thumping win 
would be seen asa vindication of everything 
he has said and done, and a crushing blow to 
liberal reformers in Malaysia. 

Two years ago, those reformers saw a 
chance to press for changes in Malaysia’s au- 
thoritarian political system. They watched 
enthusiastically as like-minded people in 
neighbouring countries began to voice their 
opinions more freely, and to demand more 
accountability from their governments. 

In Malaysia, however, Dr Mahathir has 
defied this trend. His opponents have been 
outraged by the sacking and subsequent ill- 
treatment of Anwar Ibrahim, the prime min- 
ister’s former deputy, who is now serving a 
six-year prison sentence. Mr Anwar’s arrest 
in September 1998, his beating by the police 
chief while in custody, and his conviction on 
corruption charges in April, led to wide- 
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spread protests in Kuala Lumpur, the capital. 
He is now seen by many as a reform-minded 
hero. Indeed, support for him has split:the 
country’s Malay majority, which has always 
backed the United Malays National Organi- 
sation (UMNO), the senior party in the Na- 
tional Front. 

Concern for Mr Anwar has been accom- 
panied by criticism of the government’s 
economic policies: Gpr fell by 7.5% last year. 
Inevitably, Dr Mahathir’s pet projects have 
come under attack: the world’s tallest build- 
ing (the Twin Towers in Kuala Lumpur), a 
new capital (Putrajaya), a national car com- 
pany (Proton) and, most recently, a Formula 
One track for motor racing. Such projects 
may be good for prestige, but are they a 
proper use of a developing country’s re- 
sources? 

Doubts have also been raised by bail- 
outs for politically connected companies, 
such as Proton, bought up by the state- 
owned oil giant, Petronas. A plan for forced 
bank mergers, which appeared to reward 
government loyalists, provoked an outcry 
and had to be scrapped. And although the 
economy now appears to be recovering, 
along with others in the region, middle-class 
voters have discovered that they are more 
vulnerable than the boom years had led 
them to believe. 

Yet Dr Mahathir is widely expected to 
win the election decisively. His critics say 
“phantom voters” and gerrymandered dis- 
tricts will swell umNo’s majority. They point 
out that by calling an early election he has 





deprived 680,000 young people of the 
chance to vote for the opposition: they regis- 
tered over six months ago but will not be- 
come eligible to vote (alongside their 10m el- 
ders) until February. 

Uneven districts, though, will not affect 
the actual vote count; small numbers of 
phantom voters can affect it only margin- 
ally. Potentially, the young voters could have 
swung some seats away from the govern- 
ment, but. at most they would have nar- 
rowed Dr Mahathir’s margin by only five or 
six percentage points. In his other four elec- 
tions, he has never won less than 53% of the 
votes, and most pundits expect him to wina 
comfortable share again this time. A recent 
poll (by the admittedly pro-government Star 
newspaper) showed the ruling coalition - 
drawing 63% of decided voters, roughly : 
matching analysts’ expectations. 

It is not so much electoral cheating as © 
skilful strategy that keeps umno in power. 
Start with ethnic: politics. In past elections, 
Malay voters have opted for parties or coali- 
tions that pledged to defend their interests. 
The Malays are the dominant ethnic group: 
they make up 55% of the population and ma- 
ny constituencies are skewed in their favour. 
The National Front is a multi-ethnic coali- 
tion. In places where umno does not put up 
a candidate, it encourages its members to 
vote for its non-Malay coalition partner— 
and vice versa. This arrangement has en- 
abled the National Front, and its predeces- 
sor, the Alliance, to win every general elec- 
tion since 1955, two years before Malaysia’s 
independence. 

As the only Malay party in the National 


Front, umno is able to dominate the coali- 


tion, which includes 13 other parties (some 
from the Chinese and Indian minorities, and 
several from the island of Borneo). Patronage 
also helps. By extending enough goodies to 
the smaller parties to keep them in the Front, 


and by playing them off against one another, 8 


UMNO has been able to maintain its hold. 
Malaysia’s New Economic Policy~ 
which in 1971 began transferring corporate 
ownership to Malays and other indigenous 
groups—has further served to tighten 
UMNO’s grip. In the early years, the ruling co- 
alition relied on the Malaysian Chinese As- 
sociation’s financial resources to win cam- 
paigns. But by transferring wealth to Malays, 
including a handful of businessmen close to 
the government, the New Economic Policy 
allowed umno to reduce its financial depen- 
dence on ethnic Chinese supporters. 
Government restrictions on open-air 
assemblies and the brevity of the period that 
must be allowed for campaigning before an 
election increase the importance of newspa- 
pers and television. The government-con- 
trolled media portray rival parties—such as 
the Malay-dominated Islamic Party of Ma- 
laysia (pas) and the Chinese-dominated 
Democratic Action Party (pap)—as extremist 
on ethnic or religious grounds. The propa- 
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ganda is doubly effective: it not only de- 
prives the opposition of some votes, but also 
leads their grassroots supporters to mistrust 
each other. Opponents of the government 
seeking to counter such claims constantly 
fear arrest under the Internal Security Act, 
which allows suspects to be held indefinit- 
ely without trial. 

Asaresult, the real contest to lead Malay- 
sia rarely takes place during a general elec- 
tion: it takes place inside UMNo. During his 
long rule, Dr Mahathir has increased his grip 
on the party. Rivals beware. Dr Mahathir's 
deputy, Abdullah Badawi, is the fourth to 
hold this impermanent appointment. The 
third was Mr Anwar, who was believed to be 
planning a leadership challenge in 1998. 
Competing against Dr Mahathir has been 
called Malaysian roulette, which is similar to 
the Russian version except 
that a bullet goes into every 
chamber and the challen- 
ger takes first turn. 

All this leaves the oppo- 
sition parties with little 
prospect of an upset. Their 
main hope is that the dis- 
content with Dr Mahathir 
will prove to be strong 
enough to cut into his par- 
liamentary majority of over 
two-thirds of the seats 
(which enables the govern- 
ment to amend the consti- 
tution, if it wishes), and per- 
haps enable them to win, in 
addition, a couple of state 
elections. That might weak- 
en UMNO in the eyes of its 
coalition partners. It could 
prove helpful to potential 
challengers within UMNo. 

The opposition parties 
have formed their own electoral coalition, 
the Alternative Front. The pas, one of its 
members, is strong in the northern states of 
Kelantan, Terengganu, Perlis and Kedah (Dr 
Mahathir’s home state), and currently con- 
trols the state government of Kelantan, the 
only one of Malaysia’s 13 states not run by the 
ruling coalition. The pas’s previous manifes- 
tos, which have included calls to govern Ma- 
laysia using Islamic law, have terrified many 
members of the par, which draws much of 
its support from ethnic Chinese, who make 
up 25-30% of Malaysia's population. This 
time the two traditional adversaries have 
done their best to put aside their differences. 

They have been joined by the Malaysian 
People’s Party, a small multi-ethnic group 
with socialist roots, and by the upstart Jus- 
tice Party. This is led by Wan Azizah Ismail, 
the wife of Mr Anwar. He is officially the Al- 
ternative Front’s unifying figure, but is not 
contesting a seat, instead letting his wife 
stand in his former constituency in Penang. 
She has drawn huge crowds at rallies 
throughout the country, and her party hopes 
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It looks like there’s an election 


to do particularly well among religiously 
moderate Malays. 

The four parties are not competing 
against each other in individual constituen- 
cies. They have agreed on a common plat- 
form, which downplays religion, criticises 
Dr Mahathir's fondness for grand projects 
and proposes a broad range of economic re- 
forms, including a more open and competi- 
tive approach to privatisation (and so with 
less scope for patronage). They also want to 
reform the state security apparatus, especial- 
ly the laws that restrict rights to assemble 
and speak freely and to investigate govern- 
ment activities. One group whose support 
could prove crucial to the opposition is the 
ethnic Chinese. Many Chinese might like to 
vote for the opposition and weaken Dr Ma- 
hathir’s mandate. But their biggest fear is 





that the opposition might somehow win, 
provoking the sort of race riots that followed 
the hard-fought 1969 election. With that in 
mind, the opposition is wise to tell voters 
that its expectations are low. 

How is it likely to fare? To see what the 
opposition is up against, consider the 1990 
general election, which was the one excep- 
tion to uUMNo’s historical dominance, and a 
contest with many similarities to this one. In 
1987, after a fierce battle within umno, Dr 
Mahathir narrowly defeated Tengku (Prince) 
Razaleigh Hamzah, from Kelantan, in a 
party leadership battle. The prince and his 
supporters responded by forming a rival 
party of roughly equal size, thus splitting the 
moderate Malay majority and presenting a 
genuine threat to Dr Mahathir. Fortunately 
for Dr Mahathir, a favourable court ruling 
(which followed the removal of the Lord 
President of the Supreme Court) helped him 
to maintain control of UMNo’s assets after 
the split. During the next three years, the en- 
riched Dr Mahathir was able to bring many 
of his adversaries back into the fold. After 


winning the 1990 election, albeit narrowly, 
he even managed to lure back Tengku Raza- 
leigh, who is now a prominent member of 
UMNO and is running its campaign in his 
home state. Using these sorts of practices, Dr 
Mahathir, like his predecessors, has consis- 
tently managed to prevent the emergence of 
effective rival parties 

Dr Mahathir has used similar tactics to 
fight the current battle. Besides his familiar 
dominance of the media, and his use of exec- 
utive powers, he has taken further steps to 
cement his grip on umno. He has put loyal- 
ists in control of the youth and women’s 
wings, both of which were previously domi- 
nated by Mr Anwar’s backers. The historical 
parallels, combined with the current disaf- 
fection in the ranks, give hope to the opposi- 
tion parties. They also note that Dr Mahath- 
ir’s very dominance makes 
it hard to gauge his appeal. 
UMNO members often say 
one thing in public, and 
quite another in the privacy 
of their kitchens. Mr An- 
wars wife and daughter 
have been especially effec- 
tive in appealing to female 
voters. Hopes are pinned on 
young and female Malays. 

Many voters, though, 
seem quite content with the 
prime minister's 18-year re- 
cord, even with his perfor- 
mance over the past year. 
Many of his supporters, 
whatever their ethnic back- 
ground, are ready to ignore 
his high-handed tactics. 
Their view is that so long as 
there is no violence, and the 
economy is doing well since 
its upturn six months ago, 
they have nothing much to complain about. 

Malaysia’s voters should perhaps take 
another look round the region, especially at 
those countries they are quick to dismiss as 
inferior. Soon after South Korea had suc- 
cumbed to Asia’s economic afflictions, its 
opposition was swept into office. Similarly 
battered, Thailand not only formed a new 
government, but also approved a radical 
new constitution, providing substantial 
checks on government power. And Indone- 
sia has recently ended 32 years of domina- 
tion by Suharto, freeing the press, holding 
free elections and, six weeks ago, democrati- 
cally choosing a new president. 

In all of these countries, reformers were 
motivated by principles as much as by econ- 
omic hardship. By contrast, the consistent 
message from Dr Mahathir’s defenders is 
that principles and individual liberties are 
not all that important. The line is: be safe, 
make a living, don’t rock the boat. It appears 
that many Malaysians agree. And they won- 
der why the world is unimpressed. 
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A praline kind of party 


CARLSBAD, CALIFORNIA 


You like your politics crisp on the inside, sweetly soft outside? Try this 
self-concocted new variety of Republican 


HE scene is the epitome of country-club 

Republicanism. On manicured greens 
and fairways, business lobbyists schmooze 
with golfing politicians. At the spa, large suc- 
cessful men loll in the sauna like seals, ex- 
changing gossip. Thin wives parade their 
cosmetic surgery and jewellery. 

But close your eyes, move inside the con- 
ference hall, and you hear something that 
does not chime with these images of the rich 
at play. “Our agenda isn't to cut 
welfare benefits,” says the man 
from Arkansas. “We want teach- 
ers to get better pay for teaching 
well.” The man from Oklahoma 
boasts about “the largest road- 
building programme ever seen 
in the state”. And the fellow 
from Louisiana insists that “we 
can make ourselves the party of 
the public-school system.” 

These men are Republican 
state governors. They are gath- 
ered in their California resort 
not only tocelebrate their partic- 
ular branch of Republicanism, 
not only to get one of their own 
elected president, but to trans- 
form their party andeven Amer- 
ica’s system of government. “I think George 
Bush is helping us create a new Republican 
Party,” says Tom Ridge of Pennsylvania. 

The rise of the Republican governors this 
decade has been one of America’s biggest 
political shifts. In 1992, after Bill Clinton was 
elected, there were 18 Republicans in state 
capitols, five fewer than in 1988. Democrats 
had the governorships of all the big states ex- 
cept California. Now, the reverse applies. Re- 
publicans have all the big states (except Cali- 
fornia), and run a total of 31 states, with 70% 
of the population. These states have 340 elec- 
toral-college votes (270 are needed to choose 
the president next year). 

Eleven of the governors were elected in 
the Republican landslide of 1994. But, while 
the congressional Republicans who swept to 
power that year have descended through 
bitter partisanship to public vilification, the 
governors have become the most popular 
politicians in the country. Only 34% of the 
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population approves of the job the leaders of 
Congress are doing, On a conservative mea- 
sure, compiled by Thad Beyle of the Univer- 
sity of North Carolina, the governors enjoy 
an average job-approval rating of 62%. A dif- 
ferent measure, used by a Washington Post- 
ABC poll, puts the figure at 73%. George W. 
Bush scores 86%. Soviet dictators would have 
settled for this. 

Admittedly, it has not been hard to be a 











Utah) have boosted spending more than 
they have cut taxes. Others (Christine Whit- <- 
man in New Jersey, Frank Keating in Okla- 
homa) have slashed taxes more. But all are ` 
policy innovators. They experimented with 
welfare reform in the early 1990s, lobbied for. 
it at national level and, once Congress had 
seen the light, implemented the reforms that 
have moved half of welfare recipients into 
jobs. Now some, led by Jeb Bush in Florida, 
are pioneering education reforms—school 
vouchers, stringent school testing—that ` 
could have the same impact. 

They are pragmatic. They have to. be. 
Half of them are faced with legislatures that 
are either run by the Democrats or split be- 
tween the parties. To get anything done they 
must compromise. And getting things done 
is their raison d'etre. “I get to do the stuff that 
improves people’s lives. I can’t tell you the 
difference—intellectually, emotionally—be- . 
tween being a governor and be- 
ing a legislator,” says Tom Ridge, 
who used to be a congressman 
before he was a governor. 

Over and above that, they 
are pragmatic because they have 
a fundamentally different con- 
stituency from that of congres- < 
sional Republicans. Congress- 
men are elected by small 
districts, redrawn every decade. 
This is often done in such a way 
as to lump together all the Re- 
publican subdivisions, or all the ` 
Democratic ones, into single, 
like-thinking units. This tends to 
create partisan bastions. The 
governors are different. They are 








governor lately. The states are awash with 
tax dollars. And, since they did not have vast 
deficits to swallow up the early windfalls of 
the boom (all but Vermont have balanced- 
budget requirements), the governors have 
been pulling off an impressive feat for years: 
cutting taxes while increasing both spending 
and surpluses. 

Indeed governors (Democratic as well as 
Republican) have cut taxes six years run- 
ning, by a cumulative $26 billion. Potentially, 
this could be a problem. Governors are 
spending what could be a cyclical upswing 
in tax revenues on entitlements—such as in- 
creased education—which will be hard tore- 
duce in a downswing. But that is for the fu- 
ture. Right now, the main result is to create a 
distinctive and increasingly vocal brand of 
Republicanism: tax-cutting, “compassion- 
ate”, non-ideological. 

Republican governors are not all clones, 
of course. Some (George W., Mike Leavitt of 


~ elected by the state and are 
therefore accountable to all voters, Republi- 
can, Democratic and independent. 

The result, as Mr Keating puts it, is “two ` 
different parties”. Congressmen are ideolog- 
ical, confrontational, preferring clear-cut de- 
cisions. The governors preach consensus and 
inclusiveness. Actually, they may share the 
conservative views of many congressional 
Republicans, but they do not share their po- © 
litical habits, so it may be better to describe 
them as soft and smooth on the outside, with 
crunchy bits: the praline wing of the party. 

They are now seeking to make the whole 
party more to their taste. That means trans- 
ferring the state-level habits of government 
up to Washington and moving some powers 
exercised in Washington back to the states. 
George W. Bush is the repository of both 
these aims. 

Nearly all Republican governors have 
endorsed him (only the maverick Gary 
Johnson of New Mexico has backed some- 
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one else, Steve Forbes). And they are helping 
him in less obvious ways. Mr Bush holds a 
“conference call” with the governors every 
fortnight to get their opinions. In nearly ev- 
ery case, they have handed over their cam- 
paigning machinery to him: they are honor- 
ary chairmen of the Bush 2000 campaign in 
their states and their supporters are his foot 
soldiers. That does not mean their states will 
go Republican, of course, but it helps, espe- 
cially in the primary elections. 

Both sides goin for mutual back-scratch- 
ing. Mr Bush, his wife and his father all cam- 
paigned for the party in the recent legislative 
election in Virginia, helping the Republicans 
take the statehouse for the first time this cen- 
tury. Virginia (a strong Bush state) moved its 
primary election up to February 29th, which 
should give Mr Bush an early victory in a big 
state—and a safety-net should he stumble in 
New Hampshire or lowa. 

Over and above the support of the can- 
didate, the governors are raising their profile 
within the party. Four have been appointed 
national spokesmen: on education, health 
care, taxes and the environment. Next Febru- 
ary, for the first time, governors will meet Re- 
publican senators to talk about the balance 
of power within their party. “The gover- 
nors”, says Lance Tarrance, the doyen of Re- 
publican opinion pollsters, “now define the 
political image of the Republican Party.” 

And they are determined, says Mr Keat- 
ing, to use their influence when it comes to 
drawing up the party’s election manifesto. In 
1996, this was dominated by social conserva- 
tives, and proved a disaster. Luckily, party 
rules say that it is a governor’s turn to have 
the chairmanship of the committee that 
draws up the manifesto this time (the job ro- 
tates). John Engler of Michigan says that, at a 
minimum, governors should also screen the 
state delegates who serve on this committee. 

The aim of all this is more ambitious 
than merely to get Mr Bush elected. The gov- 
ernors want one of their own in the White 
House to reassert the tenth amendment to 
the constitution, which says that all power 
not explicitly given to the federal govern- 
ment resides with the states and the peo- 
ple—an idea, they reckon, compromised by 
years of centralisation. 

“After the Republican revolution of 
1994,” says Tommy Thompson of Wisconsin, 
“everybody talked about devolution.” But 
now Republican governors are “underneath 
the heels of mother government in Washing- 
ton, with her rules and regulations.” This is 
notall special pleading. In this year’s budget, 
Congress agreed, at Mr Clinton’s insistence, 
to finance the hiring of 100,000 new teachers. 
The states welcomed the money—but not 
the requirement that it be spent on extra 
teachers, which some states do not need. “It 
broke our hearts,” says Mr Ridge. 

Mr Bush is offering something more to 
the governors’ liking. He is promising states 
almost total control over federal education 


34 


money, provided they test students and 
make schools accountable for the results. 
This simultaneously increases the power of 
state governments and of the federal depart- 
ment of education. But Republican gover- 
nors like the proposal because they support 
school testing anyway. 

There is no guarantee that, even if Mr 
Bush is elected, he will devolve power mere- 
ly because he is a governor (after all, so was 
Mr Clinton). But on education, on welfare, 
on social policy generally, the head of the Re- 
publican Governors’ Association, Don 
Schafer of North Dakota, is probably right 
when he says that “as president, George W. 
Bush would give unprecedented access to 
state governors in shaping national policy.” 

The trouble is that it is not just up to the 
president and his gubernatorial allies. Con- 
gress will have to approve any change they 
propose, and the Democrats there are scepti- 
cal of the “new federalism”. But, either way, 
if Mr Bush is elected, devolution is likely to 
be a defining issue for his presidency—and 
the battle could fundamentally alter the bal- 
ance of power in America’s system of gov- 
ernment. 





Hillary Clinton 


The lady's not 
for turning 


NEW YORK 


66" HIS Thanksgiving, Republicans ev- 
erywhere can be grateful that the 
most tone-deaf, accident-prone campaign in 
recent memory will continue its divisive 
drain on the Democrats’ effort to regain the 
White House.” Thus the Re- 
publican Party’s response 
to Hillary Clinton’s an- 
nouncement, at last, that 
she will definitely run for 
the state’s vacant Senate 
seat next year. Normally, 
Democrats could dismiss 
such stuff as bluster; but 
many of Mrs Clinton’s own 
supporters in New York 
seem more concerned than 
relieved. Is it that bad? 

The nature of Mrs Clin- 
ton’s announcement, at a 
teachers’ union meeting in 
Manhattan, augurs badly. 
Despite a few Thatcherite 
looks of defiance, it was es- 
sentially a defensive move 
to scotch rumours that she 
was going to pull out. It fol- 
lowed the defection of sev- 
eral local Democrats, a poll 
showing that 53% of the vot- 
ers do not want her to run, 


and a disastrous trip to the Middle East, 
where she sat silent while Yasser Arafat's 
wife accused Israel of using poison gas. This 
week, MrsClinton’s attempts to sound spon- 
taneous seemed pretty odd at an event that 
was as carefully choreographed as any WWF 
wrestling bout. 

Democrats fear that this is symptomatic 
of a candidate who seems to have learned 
every statistic about their state but did not 
realise that she would be ridiculed for sud- 
denly saying that she had always been a Yan- 
kees fan. Even more than Al Gore, the doub- 
ters argue, Mrs Clinton lacks her husband's 
political ear. Indeed, beyond a vague sense of 
entitlement—that after all these years in her 
husband’s shadow it is “my turn”—there has 
been no direction to her campaign. 

Mrs Clinton's star quality and intelli- 
gence might have been able to disguise these 
flaws in a different state and against a differ- 
ent candidate. But New York is a cynical 
place (“Show me” might be its motto, rather 
than Missouri's), and, in Rudy Giuliani, Mrs 
Clinton is up against a moderate Republican 
who can point towards tangible achieve- 
ments—most notably a much safer city. Mr 
Giuliani will probably win the suburbs and 
upstate, which account for more than two- 
thirds of the likely electorate. To stand any 
chance of winning, Mrs Clinton will have to 
wallop him in New York city by a margin of 
around two-to-one, 

All these things explain why Mrs Clin- 
ton has an uphill battle. But it would be 
wrong to write off her chances. The polls 
show her only around six percentage points 
behind New York city’s mayor in a state 
where Democrats outnumber Republicans. 
She plans to move to the state, and to make 
more use of both her prodigious ability to 
raise money and her fiercely loyal core group 





That Thatcherite gleam 
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of liberal supporters, who, if properly moti- 
vated, will knock on every door. Political 
comebacks are something of a family speci- 
ality, and there is a pretty good chance thatat 
some time during the campaign Mr Giuliani 
will give her the opportunity to stage one. 

The somewhatirascible mayor has taken 
afew hits himself recently—most notably on 
acity charter amendment that was defeated 
in a ballot earlier this month. He also has a 
knack of picking up enemies, both great 
(George Pataki, the state governor, may 
spend more time supporting the presidential 
bid of George W. Bush) and small: Mr Giulia- 
ni has broken what is arguably the first com- 
mandment of authoritarian politicians by 
waging war on New York’s taxi-drivers. “I 
don’t know anything about Hillary,” a re- 
cent recruit from South America explains, 
his picture of the Virgin Mary wincing slight- 
ly as he narrowly misses an old lady, “but no 
driver will ever vote for him.” 

What Mr Giuliani has got—in spades—is 
determination. Regardless of whether she 
closes in on the mayor, Mrs Clinton can ex- 
pect a barrage of attacks on everything from 
her support for a Palestinian state to her sus- 
piciously successful record as a commodity 
trader. (“The real question is not why did she 
do it, but why did she stop?” jokes one Re- 
publican.) And, if the mayor ever lets up, 
those nice young men and women from the 
New York Post will take over. 

A good part of the race will inevitably fo- 
cus on Mrs Clinton’s relations with her hus- 
band, which will now be conducted at long 
distance. Thanks to anew book by Gail Shee- 
hy (“Hillary’s Choice”, Random House), vot- 
ers will learn notonly that Hillary is “a newly 
confident woman in her ‘Flaming Fifties’ ”, 
but that she has, thanks to Monica, got over 
her “addiction” to Bill Clinton, and that a so- 
lo success for her in New York might mark 
the definitive end of her marriage. As she has 
longed todo since childhood, she will finally 
“take on the boys and win”. 

Friends point out that Mrs Clinton’s star 
tends to rise whenever such gossip is at its 
fiercest. The city that gave the world Woody 
Allen is indeed intrigued by people's pro- 
blems—though its residents are usually 
gripped only by their own. New York is a 
place where even a new Spanish-speaking 
immigrant can say, in perfect Brooklynese, 
“Get over it, lady.” 

Fundamentally, New Yorkers favour Mr 
Giuliani because he stands for something. If 
she is to become a contender, Mrs Clinton 
will have to explain not just her view of the 
world (which will mean alienating some- 
body), but also the reason for her campaign. 
The phoney war so far has largely been 
about the question that Mrs Clinton finally 
answered this week: “Is it yes or is it no?” The 
next 11-and-a-half months will be about a 
much shorter and far harder question for the 
First Lady: “Why?” 
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ACCORDING to a new 
study by the National 
Opinion Research Cen- 
tre (NORC) at the Univer- 
sity of Chicago*, the 
Thanksgiving turkey din- 
ner enjoyed across America this weekend 
may not have changed much over the 
past 40 years; but the families sitting 
around the table have. 

“Marriage has declined as the central 
institution under which households are 
organised and children are raised,” says 
Tom Smith, who wrote the report. The 
| American divorce rate doubled between 
1960 and 1996, and the percentage of births 
to unmarried mothers climbed steadily 
from 5% in 1960 to 32% in 1996. The effect 
on the composition of American families 
has been dramatic. In 1972, 72% of children 
lived with their original two parents, who 
were married. By 1998, only 52% of chil- 
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Families without kids 
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dren lived in such households, and Mr 
Smith reckons that in the next century 
they will be in the minority. 

Meanwhile, the most common house- 
hold arrangement in 1972, married cou- 
ples with children, has fallen from 45% of 
households to 26% (see chart). The most 
common living arrangement now is a 
household of unmarried people with no 
children; the percentage of these doubled 
between 1972 and 1998, from 16% of house- 
holds to 32%. A solid majority of American 
households (62%) now have no children at 
home, up from 45% in 1972. 

Americans are marrying later in life, 
and they often take a trial run first. Wom- 
en bom after 1963 are ten times more likely 
tolive witha partner before marriage than 
women born 30 years earlier. And life has 
changed after marriage. The traditional 
arrangement in which a man goes to work 
while his wife keeps house has fallen from 

53% of married couples in 
1972 to 21% in 1998. Nearly a 
quarter of American wives 
now earn more money than 


2 their husbands. 


But some things don’t 
20|| change. Only 6% of married 
couples consist of a wife 
as who works and a husband 
at home. And few American 
— | men will cook Thanksgiving 
dinner while their wives 
watch football. 








2 * “The Emerging zist Century Ameri- 


can Family”. By Tom Smith. National 








Sources: General Social Survey; National Centre for Health Statistics 
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Prayer in schools 
Does God play 
football? 


SANTA FE, TEXAS 


S IN hundreds of small towns all 
through Texas, high-school football 
games in Santa Fe arouse emotions al- 
most as powerful as those of religion. 
School colours dominate the land- 
scape around this windswept town 
about an hour’s drive south of Hous- 
ton, and signs proclaiming “Go Indi- 
ans” (the team mascot) hang in 
the windows of local shops. 
On one side of Warpath 
Road stands the Medicine 
Man pharmacy; on the oth- 
er, a sign for Big Chief 













Foods. On autumn Friday nights—football 
nights—Santa Fe residents gather to cheer 
the Indians to victory. 

This year, however, the greatest drama 
has tended to occur before the game. Twice 
now—to a huge ovation from the crowd— 
Marian Ward, a senior student, has taken up 
a microphone to deliver a pre-game prayer. 
This would not generally cause much excite- 

ment; but Santa Fe is now at the centre of 
a debate about whether student-led 

prayers before school football games 
violate the constitutional separation 

of church and state. 

On November 15th, the Supreme 
Court agreed to hear a case challeng- 
ing the Santa Fe school district’s 
policy of allowing the 
prayers. It will hand 
down its decision next 
summer. The case has 
arisen from a lawsuit 


35 


2 


£52 


2i u 


—_—~ 


UNITED STATES 


filed by the families of two students, one 
Catholic and one Mormon, who claim that 
the school-prayer policy violates the “estab- 
lishmentclause”, which forbids government 
to get involved in any religious activity. The 
Supreme Court has invoked that clause in 
several school-prayer cases over the past 40 
years, creating a solid argument that church 
and state must be separate. Its most recent 
ruling, in 1992, barred clergymen from giving 
a blessing at public-school graduations. 

The Santa Fe school board, like other 
school-prayer advocates, contends that 
football prayers fall into a different category. 
It is pupils who offer the prayers, rather than 
school officials, and it is also pupils who de- 
cide whether to have a pre-game prayer at 
all. Surely this is just free expression, protect- 
ed by the first amendment. Miss Ward's law- 
yer argues that, if the Santa Fe prayers are 
found unconstitutional, this would amount 
to government control over what students 
are allowed to say in an open forum. 

Alan Dershowitz, a law professor at Har- 
vard, calls this a“ phoney” argument. He says 
the only reason such a forum was created at 
Santa Fe was to advocate a Christian world- 
view. According to Mr Dershowitz, “You can 
be sure that the school would not allow astu- 
dent to get up and say ‘In the name of Zeus, 
let's have a good game tonight. ” 

Critics also contend that free religious ex- 
pression based on a majority vote is inher- 
ently unconstitutional, since it infringes the 
rights of those, no matter how few, who may 
object. The purpose of the establishment 
clause, they argue, is to ensure that state- 
sponsored gatherings (such as sporting 
events at public schools) do not endorse the 
viewpoint of one religious group at the ex- 
pense of another. Thus, a student-led prayer 
offends against the constitution just as surely 
as one delivered by a school official. 

The case has stirred political passions on 
both sides. At one of this year’s football 
games, dozens of Houstonians protested in 
front of the field as Miss Ward (protected by 
temporary federal court injunctions) said 
her prayer, inciting the home crowd to cheer 
her even more enthusiastically. Even Gover- 
nor George W. Bush has entered the fray, fil- 
inga brief tothe Supreme Court in support of 
the Santa Fe policy. In a recent poll, 82% of 
Texans supported his stand. 

The court did not mention a separate is- 
sue within the Santa Fe case: whether or not 
student-led prayers at graduation ceremo- 
nies are constitutional. The case is different, 
since (even in Texas) football games are vo- 
luntary, but graduations are usually manda- 
tory. It is possible that the court will deal 
with this simply by making a blanket state- 
ment about prayer at all high-school events. 
And itis likely—especially since, in the years 
since the previous decision, twoliberals have 
joined the court—that it will decide that 
prayer is illegal in every case. 


National Parks 
Preserving the 
Loess Hills 


PISGAH, IOWA 


EOLOGICALLY speaking, the Loess 
Hills of western Iowa are one of the 
world’s strangest regions. Loess (the word, at 
least in Iowa, rhymes with “bus”) is soil that 
was ground into a fine silt by glaciers be- 
tween 13,000 and 24,000 years ago and then 
deposited by wind over 1,000 square miles of 
lowa, eventually to be collected in bluffs that 
stand 200 feet (60 metres) high. Only oneoth- 
er country, China, can boast such thick lay- 
ers of the stuff. 

There is nothing grand about the Loess 
Hills. Their charm lies in subtlety. Cut this 
fine, pure soil atan angle and the rain will de- 
stroy it. Cut it straight down and it will stand 
almost for ever. Leave a grassy patch of it 
alone and it will eventually sag into a zigzag 
pattern called “catsteps”’. Prairie flowers and 
animals which thrive there are found no- 
where else east of the Missouri river. 

These days, however, dangers stalk the 
hills. Trees have invaded the normally tree- 
less prairie. Thoughtless soil stewardship has 
encouraged erosion, as has full-blown soil- 
mining (the consistency of loess makes it ide- 
al for building fill). And there has been a 
great deal of building in urban areas in the 
loess zone, even though the soil is prone to 
flooding when disturbed; and even though 
geologists worry that once the outer shell is 
removed, loess may be highly unstable. 

No surprise, then, that conservationists 
have turned the hills into a local cause cé- 
lébre. Bill Leonard of the Des Moines Regis- 


ter, the state’s leading newspaper, has spent 
the better part of two years writing articles in 
favour of a larger protective role for the Na- 
tional Park Service. His energetic work—en- 
couraged by fond memories of camping in 
the hills—is a throwback to the days when 
local newspapers crusaded for worthy, if 
sometimes eccentric, causes. In this case, 
however, it is yielding results: Bruce Babbitt, 
the interior secretary, visited the hills last 
year, and Congress is close to passing legisla- 
tion that would authorise a $275,000 Park 
Service study of options for protecting them. 

But the critics insist that, if Washington is 
to become involved in the Loess Hills, it will 
have to be a different sort of involvement 
from the usual Park Service model. Local 
landowners are noteager tosell their lands to 
the federal government. County officials 
worry that putting more land in government 
hands could drain scarce tax dollars from lo- 
cal schools. And, in an area where gravel 
roads are the rule (and where drivers are ex- 
pected to lift a welcoming finger from their 
steering wheel whenever they pass a vehicle 
coming in the other direction), no one wants 
tosee a crush of caravans and tourists. 

Fortunately, the National Park Service is 
happy to be creative. It has increasingly been 
looking at agreements under which local res- 
idents hold on to most of the land in new 
parks while federal officials stick to such 
tasks as interpreting nature for visitors and 
providing landowners with conservation 
advice. Asa result, many once-wary western 
lowans are returning the government's over- 
tures by offering their full co-operation. 
That, combined with recent agreements by 
several big companies and government bo- 
dies to stop buying loess for fill in construc- 
tion projects, suggests that the Loess Hills 
may have life in them yet. 
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Jesse Jackson's wrong target 


L IS always gratifying to see a demagogue unmasked. The Rever- 
end Jesse Jackson, who so recently earned his country’s grati- 
tude for taking on the most difficult job imaginable—moral guide 
to the president—is now earning growing opprobrium for turning 
the expulsion of a group of adolescents into an excuse for racial 
posturing. In this case, however, our pleasure in seeing Mr Jackson 
unmasked is qualified by the fact that he has made it harder to 
have a sensible discussion about what is, in fact, a growing pro- 
blem: the downside of zero tolerance. 

The incident that put Mr Jackson back in the limelight took 
place in the small blue-collar city of Decatur, Illinois, when seven 
young black men disrupted a school football match. The school 
district expelled six of them from school for two years (the seventh 
left the school before the final vote), with the proviso that they 
could reapply for admission after one year. After a brief flurry of 
protests the issue disappeared from the front pages of even the 
local paper. But then Mr Jackson arrived, bringing in his 
wake the governor of Illinois, George Ryan, a travelling 
circus of professional protesters, 
and lots of journalists. 

Mr Jackson started by declar- 
ing that the affair was not about 
race, and then did his utmost to 
prove the opposite. He compared 
Decatur with Selma, Alabama, 
where the black equal-rights 
movement came of age in a 
defiant march in 1965; talked 
darkly of “fighting powers un- 
seen”; and likened himself to 
Martin Luther King and Nelson 
Mandela. Ending zero tolerance, 
he hopes, will be the new civil- 
rights crusade. 

If so, he has chosen the wrong 
case. His attempt to present the 
seven youths as victims of bigotry 
backfired when a home video 
was released. The video shows the 
students storming through the 
bleachers, fists flailing, as men, women and children flee in obvi- 
ous terror. Betsy Stockard, a local councilwoman who was the first 
black politician to ask the school district to lighten up, changed her 
mind after seeing the video. “This was a horrendous brawl,” she 
said. “This was scary.” It now turns out that two of the seven 
youths had already been in trouble with the law. Two are “third- 
year freshmen”. All seven have missed a total of 350 days of school 
over the past three years. 

The fracas has been a disaster for Decatur, a town that, having 
only recently shed its reputation as “strike town usa”, is now 
learning that race can be even more divisive than class. A black 
state legislator has dubbed the school board “criminals”. A group 
of white supremacists has declared its support for the board. And, 
to avoid violence, three high schools have been briefly closed. 

But it has also been a disaster for Mr Jackson. It suggests that he 
is losing his sense of timing. (The school board offered him a 
chance to withdraw gracefully when it reduced the expulsions toa 
single year; instead, he upped the ante, leading a march on the 
school and getting himself arrested.) It also suggests, more devas- 
tatingly, that he is hopelessly out of date. His politics were shaped 
by an era when the enemy was clear and the issues simple. But in 
Decatur he is dealing not with Bull Connor—the brutal police 






commissioner who set his dogs on marchers in Birmingham, Ala- 
bama—but with people whose main concern is safe schools. And 
in zero tolerance he is dealing with a policy that has much tocom- 
mend it, as well as much to condemn. 

The essence of zero tolerance,a policy now applied over much 
of the country, is that the punishment of specified misdemea- 
nours should be rapid and inexorable. The idea has its.origins in 
America’s twin domestic wars,on drugs and crime. It spread to the 
country’s schools in 1994, when President Clinton’s Gun-Free 
Schools Act required them to suspend for a year all students 
caught bringing guns on to their premises, and has been gathering 
momentum ever since, particularly after the gruesome killings at 
Columbine High School in Littleton, Colorado earlier this year. 

Zero tolerance has brought wonders in its wake. In 1992, more 
than 2,200 New Yorkers were murdered, a high proportion of them 

non-whites; in 1998, a mere 600 got killed. The crime rate in 
schools has fallen from 155 for every 1,000 students in 
1993 to 102 per 1,000 in 1997. Zero tolerance not 
only prevents a minority from 
making life a misery for the rest. It 
also gives children who may lack 
any support at home the firm struc- 
tures that they need if they are to 
learn in school. 

But there has always been a 
dark side to zero tolerance. Manda- 
tory minimum sentences for drug 
offences, for example, have been a 
double disaster, diverting a lot of 
money from the war on serious 
crime and turning huge numbers 
of minor miscreants into hardened 
criminals. And the dark side of zero 
tolerance for schools is growing 
darker, as zealots add more and 
more minor misdemeanours to 
their list and as school boards, terri- | 
fied of being sued, increasingly re- 
sort to inflexible rules. 

The problem with relying on 
inflexible rules, of course, is that they prevent you from exercising 
individual judgment. This has led to an epidemic of absurdities. 
Children as young as five have been kicked out of school for pos- 
sessing cough drops, or for wearing Halloween costumes that in- 
clude paper swords and fake spikes, or for possessing rubber 
bands or toy guns. A five-year-old was expelled for bringing to 
school a razor blade that he found ata bus stop, and a six-year-old 
suspended for kissing a classmate. 

Zero tolerance not only ensures that children who make the 
normal mistakes of childhood are lumped together with hard- 
core delinquents. It also ignores the all-important question of 
what happens to offenders after they have been expelled. A few 
no doubt meditate on their evil ways. But most just hang around 
on the streets, the likelihood that they will join the criminal under- 
class increasing by the day. 

Jesse Jackson is wrong to excuse the behaviour of the Decatur 
seven because they happen to be black, and maliciously wrong to 
accuse the local school board of racism. But you do not have to 
subscribe to this school of victimology to worry that there are dan- 
gers in using inflexible rules to brand a growing number of people 
as menaces to society. Here, at last, is a problem for which the slo- 
gan “Mend it, don’t end it” really does make sense. 
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THE AMERICAS 


Pastrana's many battles 


BOGOTA 


Colombia’s government hopes an alliance with the United States will rescue 
the country from civil war and economic slump. It’s a gamble 


NYBODY familiar with Colombia’s re- 
cent history knew that the “peace pro- 
cess” promised by Andres Pastrana before 
his election as president last year would not 
be a quick or straightforward affair. Nor has 
it turned out that way. In October, after nine 
months of preliminaries, the government 
and the rarc, the largest left-wing guerrilla 
group, at last began formal peace negotia- 
tions. But this month, violence again flared 
across the country. 

In its biggest offensive since July, the 
FARC last week staged attacks in 14 towns, 
killing eight policemen and a navy marine, 
and blowing up scores of electricity pylons. 
The armed forces claimed to have killed 
some 80 guerrillas (probably an inflated fig- 
ure), and seem to have had the better of the 
clashes that occurred. 

Such has been the pattern of this year’s 
fighting. During the government of Ernesto 
Samper, Mr Pastrana’s predecessor, the FARC 
made big gains. Mr Samper was distracted by 
allegations that his election campaign had 
received drug money, and by hostility from 
the United States. The armed forces’ morale 
and performance plumbed depths unseen 
during 40 years of guerrilla war. In Caqueta 
and Putumayo, in the south, the Farc flour- 
ished in tandem witha bigexpansion in coca 
growing; the guerrillas began to operate in 
large units there, and inflicted more than a 
dozen big defeats on the armed forces. 

That persuaded Mr Pastrana to seek 
peace talks, and also to reform the armed 
forces. Their morale, mobility, intelligence 
systems and co-ordination are all improving, 
partly thanks to help from some 250 military 
advisers from the United States. Even so, the 
latest fighting carries a political cost. Military 
chiefs say that some of the attacks were 
launched from a “demilitarised zone”, a 
large area mainly of mountainous jungle 
from which Mr Pastrana withdrew the 
armed forces last year to ease the talks. 

To his many critics, that was one of sever- 
al rash and unrequited concessions the pres- 
ident has made to the Farc. Around 100,000 
civilians in the zone have, in practice, been 
left under the guerrillas’ rule. But, paradoxi- 
cally, in military terms, the zone “has fa- 
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voured the army enormously”, according to 
Rafael Pardo, a former defence minister. He 
points out that the rarc’s leaders and some 
5,000 of their troops are now holed up in an 
area where there is no fighting, allowing the 
army to send its men elsewhere. 
Notwithstanding the latest attacks, the 
peace talks are to resume next month. But 


A 


And not many victories yet 


their format is cumbersome: the agenda of 12 
items, and 47 sub-items, ranges from politi- 
cal reforms to oil policy (but not the FARC’s 
demobilisation). In parallel, these issues are 
also to be discussed by “civil society”. 

That looks odd. The rarc has some 
15,000 well-paid troops but little public sup- 
port. And Colombia is a democracy, albeit a 
far from perfect one. But optimists argue that 
through such wide-ranging talks, the FaRc’s 
communist leaders, many of whom have lit- 
tle knowledge of modern, urban Colombia, 
can be educated into democratic politics. 





Officials see concessions as feasible in 
such matters as agrarian reform, decentrali- 
sation and opening up the political system. 
Even if slow, the peace process is “irrevers- 
ible”, Mr Pastrana told The Economist re- 
cently. He hopes that it will either be com- 
pleted, or at least have made “a good start” 
before his term ends in August 2002; and that 
talks-about-talks with the ELN, the smaller 
guerrilla group, will progress and eventually 
merge with those involving the FARC. 

But other Colombians talk of the peace 
process taking a decade or more—and worry 
that Colombia cannot stand such a leisurely 
pace. Though the guerrilla war accounts for 
less than a fifth of the violent deaths in Co- 
lombia, it is taking place amid more general 
insecurity and violence, some of which it 
stimulates (see chart on next page). For ex- 
ample, to finance their growing armies, the 
guerrillas have resorted to ever-more indis- 
criminate kidnapping. Anyone with a new- 
ish car is liable to be seized at a roadblock. 

Much of the countryside in northern Co- 
lombia is now ruled by right-wing paramili- 
tary groups, who have driven out the guerril- 
las by subjecting the civilian population to 
terror. Massacres of civilians by the paramil- 
itaries have climbed steadily. This year alone 
they have caused some 300,000 people to 
seek refuge in the cities, according to human- 
rights workers. Several journalists, human- 
rights workers and intellectuals have been 
murdered this year, in some cases apparent- 
ly by a right-wing death squad linked to dis- 
sident military officers opposed to peace. 

On top of all the other problems, Mr Pas- 
trana’s government must deal with an econ- 
omic slump. Since the 1930s, Colombia has 
achieved steady growth, despite its many in- 
ternal wars. No longer: this year, the econ- 
omy will contract by 4-5%. The causes in- 
cluded a previous big rise in the fiscal deficit, 
and the bursting of a credit bubble. “Colom- 
bia is in a kind of Japanese-style credit 
crunch,” says Juan Camilo Restrepo, the fi- 
nance minister. Though interest rates have 
fallen by half during the past year, lending is 
stalled. Unemployment is close to 20%. The 
middle class has been badly hit: perhaps 
100,000 people have lost their homes be- 
cause of a combination of earlier interest- 
rate rises and falling property prices. Private 
schools in Bogota report falling rolls. 

Hopes of recovery are pinned on two 
things. First, the government has floated the 
currency, achieving a sharp real devalua- 
tion, which should help exports. Second, the 
IMF is due to approve next month a three- 
year agreement, which would release inter- 
national loans totalling $7 billion. But the 
economic programme requires a fiscal 
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squeeze that would be hard even for a coun- 
try at peace. And until Colombia becomes 
safer, its economy is unlikely to return to sus- 
tained growth. Partly because of security 
fears, private investment has plunged (from 
18% of Gpr in 1994 to 10.6% this year, accord- 
ing tothe World Bank). 

Colombia’s chances of arresting its 
downward spiral, in which economic gloom 
and political disorder feed off each other, de- 
pend crucially on outside support. Mr Pas- 
trana has staked much on an alliance with 
the United States. In September, his govern- 
ment launched a pitch for $3.5 billion in aid 
to support its counter-drugs efforts and to 
strengthen state institutions. At its centre is a 
request for a big increase in military aid (to 
$500m a year, up from $287m in 1998 and 
$7om in 1997). Much of that would go on 
equipping four new army “counter-drugs” 
battalions, officially supposed to provide se- 
curity to police anti-drugs operations in 
rarc-held areas of Caqueta and Putumayo, 
thus, it is hoped, cutting the guerrillas’ in- 
come, and encouraging them to seek peace. 

American officials were closely involved 
in drawing up this plan. Its proponents say 
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that outside aid will help the government to 
clean up the army (already several senior of- 
ficials have been sacked because of their 
links with paramilitaries). For the first time, 
they argue, the United States has been look- 
ing beyond the drugs issue in Colombia. But 
approval of the aid has been delayed, be- 
cause of disagreements over the details both 
within the Clinton administration and with- 
in Congress. Michael Shifter, of Inter-Ameri- 
can Dialogue, a Washington think-tank, ar- 
gues that even if the anti-drugs aid is 
approved next year, such disagreements 
may mean that it will be difficult for the Un- 
ited States to play a leading role in support- 
ing the peace process. 

Mr Pastrana has aligned Colombia even 
more closely with the United States’ war on 
drugs. On November 21st, a Colombian ac- 
cused of heroin trafficking by the United 
States was extradited to face trial (at least 41 
other alleged traffickers may follow). That 
delighted American officials, and dismayed 
many Colombians. A decade ago, car bombs 
and the killing of senior officials by drug traf- 
fickers forced a halt to extraditions. Earlier 
this month, a car bomb near a Bogota shop- 
ping centre killed eight people. One risk for 
Colombia now is that it gets the pain from its 
new alliance, without the full benefits. 





Ecuador 


Under the 
volcano 


Quito 


HEeconomy issettoshrink by atleast 7% 

this year, the biggest contraction since re- 
cords began in1927. Unemploymentis head- 
ing for 18%, most bank deposits have been 
frozen since March, and the beleaguered 
government of President Jamil Mahuad has 
defaulted on some of its foreign debts. Two 
volcanoes have been belching ash. The 
country’s main oil pipeline suffered a sabo- 
tage attack this month. But yes, things can 
still get worse in Ecuador: its biggest prov- 
ince has embarked on a divisive campaign 
for more autonomy. 

On November 15th, the provincial coun- 
cil of Guayas, which includes Guayaquil, Ec- 
uador’s largest city and main port, voted to 
hold a referendum on autonomy. It wants to 
keep half of its tax revenues (but says noth- 
ing about who should pay the public debt). 
Ecuadorean politics has long been riven by a 
regional cleavage, which pits Guayaquil and 
the coast against Quito, the capital, and the 
Andean highlands. Behind the autonomy 
proposal lies long resentment in a commer- 
cial centre at what it sees as the squandering 
of its wealth by metropolitan bureaucrats. 
But there is a political agenda, too: Guayas is 
controlled by the Social Christian Party 


(psc), a group of powerful right-wing popu- 


lists who have often been frustrated when 
trying to win national office. The psc espe- 
cially dislikes Mr Mahuad: it blames him for 
closing down several bust Guayaquil banks 
(though others criticise the government for 
not having shut them sooner). 

Mr Mahuad is still struggling to clinch a 
deal with the mmr, which he sees as the key to 
economic recovery and which he had 
hoped to conclude six months ago. Earlier 
this month, Ecuador’s Congress at last ap- 
proved the tax increases that the IMF 
wants—but in doing so watered them down. 

Worse, the sucre, Ecuador’s currency, is 
plunging in value (see chart). In a desperate 
effort to stabilise it, on November 23rd the 
central bank pushed its overnight lending 
rate to 160% (from 62% last week). All of this 
blows holes in the fiscal targets agreed to 
with the mmr. Even so, provided Congress 
does not reject next year’s draft budget, the 
IMF may eventually approve a loan agree- 
ment. That would release funds totalling 
$1.25 billion. With this money, plus higher oil 
prices, Ecuador might limp back to econ- 
omic growth next year. Without it, more 
bank failures and, maybe, hyperinflation 
would lie around the corner. 

Also, perhaps, political upheavals: Mr 
Mahuad, a centrist without a congressional 
majority, has been squeezed between the 
tax-hating psc, the rmr-hating left—and the 
Fund itself. Many investors believe that Mr 
Mahuad ordered the debt default at the be- 
hest of Fund officials, who are under pres- 
sure from rich-country governments to force 
private creditors to share the cost of bailing 
out distressed emerging economies. 

Popular approval of Mr Mahuad has 
sunk to just 1%, down from 22% a month 
ago, according to Market, a polling firm. The 
armed forces, led by constitutionalist offi- 
cers, have already expressed concern about 
the politicians’ failure to agree on economic 
measures. Now they seem worried by the 
centrifugal force behind the Guayas referen- 
dum. “The constituent elements of the state’s 
structure are threatened to the point that its 
survival is cast into doubt,” said Carlos Men- 
doza, the armed forces’ chief said last week. 
But will his message be heard? 
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Brazil 


Shark fishing 


BRASILIA 


HE gangsters moll, in a smart grey 

trouser-suit, was led into the hearing. The 
flashbulbs popped as her handcuffs were 
taken off. A police agent stood in the comer, 
gripping a submachinegun under his jacket. 
But the lady did not sing. All that Alda Ines 
Oliveira would admit to was having once 
been the girlfriend of Fernandinho Beira- 
Mar, allegedly Rio de Janeiro’s most power- 
ful drugs baron, who is thought to be hiding 
in Paraguay. 

Despite this setback with what was to 
have been one of the week's star witnesses, a 
parliamentary committee of inquiry into 
drug-dealing and organised crime being held 
by Brazil's lower house of Congress is having 
unexpected success. It is finding, naming 
and even having arrested the leaders of an 
insidious network of criminal activity, 
whose activities stretched from cargo theft to 
drug dealing and murder in at least 14 of Bra- 
zil's 27 states. The accused include politi- 
cians, businessmen, lawyers, judges, police- 
men, jailers and public prosecutors. A 
separate inquiry in the Senate, into corrup- 
tion in the judiciary, has also dug up dirt. 

The lower house’s inquiry is touring the 
country, staging hearings in what it believes 
are the main crime centres, resulting in some 
remarkable scenes. In Campinas, in Sao Pau- 
lo state, a drug dealer turned informant un- 
expectedly named a policeman who was on 
guard duty at the hearing; he tried to flee, but 
was arrested by his colleagues. In the north- 
ern state of Maranhao, about 15,000 people 
demonstrated against the local mafia. There 
was singing in the streets on the news that 
Jose Gerardo, a prominent state assembly- 
man, had been impeached. He lost his im- 
munity from prosecution, but has vanished. 

Most previous investigations into organ- 
ised crime in Brazil have caught only min- 
nows. But this one, argues Moroni Torgan, an 
ex-policeman and the congressman who 
called for the inquiry, has already hooked 
some “sharks”. The biggest so far is Hilde- 
brando Pascoal, a deputy for the Amazonian 
state of Acre. Since September, he has been 
under arrest in Brasilia, having been ex- 
pelled from Congress. A former police chief, 
he is accused of running a drugs gang and 
death-squad, and of having personally 
chopped up one victim with a chainsaw. 

With new revelations almost every day, 
many linking disparate criminal activities in 
distant states, the congressional inquiries are 
delighting conspiracy theorists. Mr Pascoal’s 
gang has been tied to a group in the north- 
eastern state of Alagoas allegedly associated 
with Augusto Farias, a congressman whose 
murdered brother ran the influence-ped- 
dling ring that led to the impeachment of 
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Fernando Collor as Brazil’s president in 1993. 
One of Mr Collor’s closest supporters was 
Luis Estevao, a senator and property devel- 
oper, who in turn has been accused by the 
Senate inquiry of profiting from a huge al- 
leged fraud over the building of a Sao Paulo 
court building. And soon. 

Mr Torgan believes that Brazil does suf- 
fer from a large, mafia-style organisation, 
though not all of those under investigation 
may form part of it. Indeed, no one has yet 
stood trial as a result of the two inquiries. 
Many of those named protest their inno- 
cence. They include Mr Estevao. 

When one of their number is accused of 
crime, Brazil's politicians have often closed 
ranks, and shut down investigations. Will it 
be different this time? Brazilians are fed up 
with corruption, and with impunity. The 
congressmen leading the inquiries appear to 
be basking in unaccustomed popularity. No 
wonder opposition leaders said this week 
they would seek to remove Mr Estevao’s par- 
liamentary immunity. 

Having at first tried to ignore Congress's 
investigations, President Fernando Hen- 
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rique Cardoso’s government has now been 
embarrassed into backing them. Mr Cardoso 
has told the central bank to stop dragging its 
feet and instead allow the inquiries full ac- 
cess to suspects’ bank accounts. And he has 
set up a new federal task-force “against im- 
punity” made up of detectives, prosecutors, 
tax inspectors and central bankers. To be ef- 
fective, however, this agency needs clearer 
powers, says David Fleischer, who heads the 
Brazilian chapter of Transparency Interna- 
tional, an anti-corruption group. He adds 
that the government should propose the ab- 
olition of politicians’ and judges’ immunity 
from prosecution. 

But the government has other worries. 
Separately from the inquiries, Congress has 
been questioning the transport minister 
about an alleged fraud at the national roads 
agency, and the tourism minister about 
claims that the Italian Mafia has been paying 
bribes to get gaming licences. Moreover, 
with municipal elections due next year, Bra- 
zil’s congressmen will probably soon turn 
their attention to less high-minded matters. 

— a 
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Economists rule Argentina 
BUENOS AIRES 

ATHER two economists together, and 

you will get three opinions, goes the 
old joke. It is to be hoped that, when Fer- 
nandodela Rua takes office as Argentina’s 
new president on December 10th, he gets 
more accurate service from the dismal 
profession. He has boldly entrusted no 
fewer than four of the 12 jobs in his cabinet 
toeconomists. 

The list, revealed on November 24th, 
contained few surprises. Jose Luis Ma- 
chinea, named as finance minister, ran the 
central bank during Argentina’s descent 
into hyperinflation in 1988-89 (though he 
opposed the policies that caused it). Econ- 
omists will also run foreign affairs, de- 
fence and education. In particular, the 
choice of Juan Jose Llach, a disciple of = 
Domingo Cavallo, a former economy Siss Sn = 
minister, says much about Mr de la Rua’s De la Rua has done his sums 
intentions, Mr Llach is likely to try to get 
better value from the education budget. deficit is heading for $10 billion next year. 
His appointment was greeted with prot- Some analysts believe that the new 
ests from many in Mrde la Rua’sown Alli- cabinet’s austere cast will persuade pro- 
ance coalition, and the teachers’ union. vincial governors to accept that transfers 

The first task of this economic brains from the centre should be frozen at this 
trust will be to cut Argentina’s fiscal defi- year’s level. This would pave the way for a 
cit, in order to reassure financial markets credibly tight national budget. Mr de la 
that the new government will stick tothe Rua is bound by law toeliminate the fiscal 
country’s rigidly fixed exchange rate. Ac- deficit by 2003. He has threatened new 
cording to an agreement between the out- _ taxesif Mr Menem’s Peronists do not agree 
going government of Carlos Menem and to spending cuts. Much negotiation lies 
the mmr, this was supposed to fall next ahead. For Mr de la Rua’s sake, it is to be 
year from a target of $5.1 billion this year. hoped that his cabinet approaches this 
But Mr Machinea hascomplained thatthe with justone economic policy—not four. 
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Arab women are pushed backwards, sideways and just occasionally 
forwards in their struggle for political and legal rights 


UWAIT’S parliament this week voted 

down the ruler’s decree that would have 
granted women political rights. Luckily for 
Kuwait's women, the vote was lost not only 
because of strong Islamist opposition but 
also because members were annoyed with 
the government for trying to rule by decree. 
Parliament is expected to pass its own, simi- 
lar law before long. But the weeks of fuss, in 
one of the few Arab countries with a vigor- 
ous legislature, underscore the enduring sen- 
sitivity of women’s issues in Arab societies. 

Since 1899, when Qasim Amin, an Egyp- 
tian writer, published a seminal treatise 
blaming his society's backwardness on its 
oppression of women, Arab women have 
advanced, a little. In liberal Tunisia, polyga- 
my is banned, and women enjoy easy access 
to divorce and abortion. In Algeria and Iraq, 
women have long done well in professions 
such as the law, medicine and science. Even 
in the conservative Gulf, girls now receive 
three times the years of schooling that their 
mothers had. 

Yet speakers at a recent conference in 
Cairo called “A Hundred Years of Arab 
Women’s Liberation” found little to cele- 
brate. “The title has nothing to do with real- 
ity,” complained a Palestinian participant. 
Leaving aside extreme cases such as Saudi 
Arabia, where women are still forbidden to 
appear unveiled or to sit in a restaurant 
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alone, even “progressive” countries have 
progressed little in the past 20 years. 

Egypt, whose legal system and social 
customs have long been models for other 
Arab countries, provides an instructive case. 
In the 1920s, veiling fell out of fashion and 
women entered universities. Having won 
the right to vote in 1956, Egyptian women 
went into politics, securing reforms such as 
an official (widely ignored) ban on female 
circumcision, as well as winning senior posts 
in government. In 1967, a personal-status law 
that would have superseded traditional Is- 
lamic rules and guaranteed absolute equali- 
ty in family matters was tabled. But then 
came war with Israel, and the law died. 

A conservative tide spearheaded by Is- 
lamic fundamentalists has since stalled 
women’s progress. Under a 1980 constitu- 
tional amendment, Islamic law was en- 
shrined as Egypt's “chief source of legisla- 
tion”. Accused by Islamists of bowing to 
western notions of femininity, the women’s 
movement lost steam. With Islamic law on 
their side, Egyptian men may divorce their 
wives with a simple oath. Women must pur- 
sue divorce laboriously through the courts, a 
process that can take six years. Given that a 
third of Egyptian women have been beaten 
by their husbands, according to a 1995 sur- 
vey, such delays are punitive. 

Furthermore, divorced mothers have 


right of custody only up to the age of 12 for 
girls, and ten for boys, after which the child 
must be surrendered to the father. And 
though Islamic law protects women’s right to 
property, it allots them only half the share of 
male relations in inheritance. Even Egyptian 
criminal law, based on old French models, is. 
discriminatory. A man who catches his wife 
in an actof adultery and murders her can ex- 
pect a sentence of just three years, whereas 
his wife in similar circumstances would face 
a full life sentence. Nor do women have the 
right to pass on their nationality. About 
80,000 Egyptian children, many of them pro- 
ducts of brief marriages to Gulf Arabs, have 
no nationality, and so no right to free public 
education or other services. 

Yet the picture is not all bleak. Laws may 
hold Egyptian women back, but their educa- 
tion continues to improve. Between 1970 and 
1998, the proportion of girls attending prim- 
ary school rose from 50% to 72%. Likewise, be- 
tween 1976 and 1995, the number of women 
with jobs climbed from 6% to 23%. 

The same story applies throughout the 
Arab world. Women have won more school- 
ing and jobs, but precious litte political in- 
fluence. The percentage of girls attending 
school in Oman, for example, has more than 
quadrupled since the 1970s. In Lebanon, Ku- 
wait, Bahrain, Qatar and the United Arab 
Emirates, more women attend university 
than men—although this is partly because 
men tend to go abroad for their education. 
And in all Arab countries where statistics are 
available, women’s share of the workforce 
has at least doubled in the past 20 years. 

Yet everywhere in the Arab world, dis- 
criminatory rules continue to bolster en- 
trenched patriarchal attitudes. The effects 
are striking. Only 3% of Arab parliamentari- 
ans are women, for example, compared with 
a world average of 13%. In most Arab cities, 
unmarried women rarely dare to live alone. 
Those who venture into male preserves, 
such as cafés, are considered fair game for 
harassment. In a stark manifestation of male 
chauvinism, laws in many countries grant le- 
niency to men who kill female relations sus- 
pected of tarnishing family “honour”, 

As in Egypt, progress on women’s issues 
halted in other Arab states when frightened 
governments tried to buy off conservative 
opponents by polishing their Islamic cre- 
dentials. Now, with the Islamist threat abat- 
ed, momentum for change is beginning to 
build again, at least in some countries. A 
handful of governments have even recog- 
nised women as a potential bulwark against 
Islamist influence. And Arab women’s orga- 
nisations are again pressing their agenda. 

Mohammed, the new king of Morocco, 
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used his first public speech to call for further 
women’s emancipation, to the dismay of his 
more conservative subjects. One of his min- 
isters has since proposed reforms to ban po- 
lygamy, raise the minimum age of marriage 
and alter the inheritance laws in women’s fa- 
vour. The Jordanian government has asked 
its parliament to change the light sentencing 
of “honour” killers—though. parliament is 
doing what it can to resist such change. Even 
Egypt is busy streamlining its divorce pro- 
ceedings. 

Moreover, in the arch-conservative Gulf, 
change is afoot. Earlier this year, women in 
Qatar voted in municipal elections and even 
stood for office, though none won it. In 
Oman, the sultan has appointed women to 
his consultative council. In Saudi Arabia, too, 
there are muted hints at reform. This sum- 
mer,a powerful prince publicly criticised the 
kingdom's ban on women drivers. In Octo- 
ber, women were allowed for the first time to 
attend, as observers, sessions of the Shura, an 
appointed body which is the kingdom’s 
only representative institution. But they 
were sternly reminded by the Shura’s chair- 
man that Islamic law, as he sees it, denies 
them any right to public office. 
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Algeria 


Murders, deals 
and conspiracies 


F ALGERIANS needed a reminder that 

their country’s ordeal was not yet over, de- 
spite President Abdelaziz Bouteflika’s talk of 
“national concord”, it came this week with 
the assassination of a respected Islamist 
leader, Abdelkader Hachani. Although he 
lived under constant police surveillance, Mr 
Hachani was nonetheless shot by a lone gun- 
man in his dentist’s waiting-room in a 
crowded part of Algiers. The killer got away, 
leaving a host of unanswered questions. 

Mr Hachani, a moderate man of princi- 
ple, was third in the hierarchy of the banned 
Islamic Salvation Front (rts),and probably its 
most able politician. At 44, he was 
seen as the party’s best hope for the 
future. The F1s’s leader, Sheikh Ab- 
basi Madani, and his firebrand dep- 
uty were already in prison in 1991 
when Mr Hachani led the party to 
its victory in the first of a two-round 
election before the army intervened 
to cancel the poll. Despite urging his 
supporters to avoid violence, Mr 
Hachani was arrested. He was re- 
leased in 1997 on condition that he 
eschewed politics. 

Who benefits from his murder? 
Mr Bouteflika’s answer is the “ene- 
mies of national reconciliation”. Al- 
geria’s press, generally hostile to the 
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Aman who will be missed 


Islamists, is nearly unanimous in accusing 
the extremist Armed Islamic Group, which 
had rejected the president’s offer of a partial 
amnesty to fighters who surrender before a 
deadline next January. 

Mr Hachani’s colleagues in the ris, how- 
ever, accuse “eradicators” in the military- 
political establishment, those who believe 
that Islamists should be excluded from poli- 
tics, even if it means killing some or many of 
them. Talk of eradication had subsided since 
Mr Bouteflika, chosen by the army, came to 
power preaching reconciliation last April. 
But some people are suggesting that a secret 
deal between the army and the F1s’s armed 
wing, the Islamic Salvation Army (Ais), may 
lie behind the murder. 

The aus had earlier this year announced 
that it was putting itself under the authority 
of the state; its fighters are still armed but 
stuck in three camps under the army’s super- 
vision. So far itis not at all clear what it got in 
return. Mr Bouteflika has publicly excluded 
the ris’s return to politics, and the latest edi- 
tion of the Islamists’ newsletter speaks of the 
authorities’ “unfulfilled promises”. Mr Ha- 
chani was opposed to the deal, which was 
negotiated by the ars without consulting its 
political leaders, He thought it gave away too 
much with no concessions in return. He also 
expressed reservations about Mr Boutefli- 
ka’s amnesty plan, which he saw as a wel- 
come but limited gesture. 

Working closely with members of Alge- 
ria’s legal opposition, he had been calling for 
a dialogue with the state that would involve 
all political forces, including the ris. He may 
also have been trying to inject a political di- 
mension into the ars-army deal by ensuring 
that the fighters held out for political recog- 
nition of some sort yet did not break their 
ceasefire. The killing of Mr Hachani, accord- 
ing to FIs sources, was aimed as a warning to 
Islamists not to harbour political ambitions. 

For Mr Bouteflika himself, the assassina- 
tion is a blow, damaging his efforts to project 
an image of a strong leader spearheading his 
country’s emergence from a traumatic de- 
cade. He has promised to mobilise all the 
means of the state to find the assassins, but 
few expect much. The president has his own 











problems with the army, which, according 
to the Algerian press, has been blocking his 
nominations for the long-promised govern- 
ment, in particular his wish to appoint his 
own man to supervise the defence ministry. 
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Rwanda 


Justice, blinded 


KIGALI 


SETT IS not a good time for her to come,” 

said a Rwandan spokesman, as his gov- 
ernment denied a visa to Carla Del Ponte, the 
un’s chief prosecutor of war crimes in Rwan- 
da and ex-Yugoslavia. Rwanda has declared 
itself at odds with the un’s International 
Criminal Tribunal for Rwanda (ictr) be- 
cause of the release of Jean-Bosco Barayag- 
wiza, one of 50 genocide suspects to have 
been indicted by the tribunal. 

Mr Barayagwiza was accused of playing 
a prominent role in the 1994 Rwandan geno- 
cide, through his involvement with a viru- 
lently anti-Tutsi radio station and as a senior 
foreign-ministry official. Arrested in Camer- 
oon in March 1996, he was transferred to the 
IcTr’s headquarters in Arusha, in northern 
Tanzania, in November 1997, to face half a 
dozen counts. His case was still some way 
from coming to trial: a predictable rate of 
progress for a tribunal that has convicted 
only five suspects in five years, but not good 
enough for the un’s appeal chamber in The 
Hague. In a ruling on November 3rd, the ap- 
peal judges ordered his release, accusing the 
prosecutor's office of negligence and “cumu- 
lative breaches of the accused's rights”. 

The judgment may have been intended 
as a wake-up call to a sloppy prosecution 
team, but it also inflamed the Rwandan gov- 
ernment, which promptly announced thatit 
was suspending all co-operation with the tri- 
bunal. Ms Del Ponte had acknowledged mis- 
takes, and promised a more committed ap- 
proach. She would be coming to Rwanda, she 
said, to mend fences and start afresh. The 
government replied that there would be no 
visa until the 1crr showed it was serious 
about putting Mr Barayagwiza on trial. 

That may yet happen. Anxious tocorrect 
the impression that so senior a genocide sus- 
pect should get off scot free, the prosecutor's 
office is now lobbying the appeal chamber 
in The Hague, promising to produce new evi- 
dence to persuade the judges to reconsider. 
Rwanda has also approached the chamber, 
as “a friend of the court”, to ask for Mr Ba- 
rayagwiza to be handed over to Rwandan 
justice rather than flown back to Cameroon. 
Rwanda’s application comes with the pro- 
mise that there will be no death sentence if a 
conviction is secured, a concession from a 
government that has already executed 22 
convicts and has over 200 on death row. 
aa i li Ne ta maai 
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AIDS 


Bust the stigma 


LEAK statistics at the turn of the century: 

in 1999, according to estimates pub- 
lished by unarps and the World Health Or- 
ganisation this week, more people will have 
died of arps than in any year since the epi- 
demic started in the late 1970s. And the num- 
bers are expected to continue to mount, at 
least for the next few years. 

Even in the richer world, which knows 
about preventive: measures, complacency 
brought on by the availability of life-pro- 
longing drugs may be lulling people back 
-into bad habits. In the developing world, 

which accounts for. 95% of all 


rance, complacency and the stigma attached 
to the disease are potent killers. 

Sub-Saharan Africa, which accounts for 
only. 10% of the world’s population, is the 
prime sufferer. There, aips is generally trans- 
mitted through heterosexual. sex or from 
mother to child. Studies show that 12 or 13 Af- 
rican women are infected for every ten men. 
According to the UNAIDS report, it is easier 
for a man to pass the infection to a woman 
than vice versa. Moreover, the women are 
usually younger than the men and therefore 
likely to survive longer, although infected. 

The steepest rise in the past two years, al- 
beit from a low base, is in the countries that 
used to be part of the Soviet Union; most of 
the sufferers there had injected themselves 
with drugs. But countries with huge popula- 








tions—China, India, Nigeria—could turn the 
statistics awry. In China, the disease is rela- 
tively recent and the numbers low, most of 
the infected again being drug-takers. In Nige- 
ria, AIDs was ignored when a military regime 
ran the place and is only now being ac- 
knowledged. India is complicated, differing 
widely between states. , 

What can be done? Quite a lot, as it hap- 
pens. In Thailand and Malaysia, for instance, 
businessmen have banded together to pro- 
vide ways of fighting the epidemic in the 
workplace. Pharmaceutical companies need 
toallow anti-retroviral drugs to be produced 
more cheaply. At the same time, the over- 
whelmed health services in poor countries 
have to be organised to provide more effec- 
tive support. Above all, the epidemic has to 





cases, people still lack under- 
standing of the epidemic. World- 
|> wide, 2.6m people will have died 
i this year from arps, and 5.6m, in- 





be given public recognition, 
without stigma, before it can be 
seriously tackled. 

A music television station, 
MTV, is spreading the message to 





© cluding 570,000 children, will 
have been infected with niv, the 
virus that causes Arps. Altogeth- 
er, 33.6m people are thought to 
be infected, nearly 70% of them 
in sub-Saharan Africa. 

Some developing coun- 
tries-~Thailand, the Philippines, 
Brazil, Uganda, Senegal, for ex- 
ample—have succeeded in el- 


its young audience. So is one In- 
dian state, Tamil Nadu, which is 
prepared to bash its way through 
taboos and sensitivities. Its cam- 
paign is addressed to young men 
and built round cricket, a nation- 
al passion with its target group. It 
uses cricket language with adou- 
ble entrendre: “If you bowl a 
maiden over tonight, use a con- 





ther reducing the number of in- 


dom.” Since this started, condom 





fections or keeping them at alow 
level. But, in most places, igno- 
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IRCUMCISION usually depends on 
religion, tribe or culture. Now it seems 
likely that the loss ofa small flapof skin can 
help prevent the loss of life from Arps. But 
this conclusion is far less simple than it 
might seem. The relationship between cir- 
cumcision and nv has been hotly debated 
for over a decade. Many epidemiologists 
have argued that, if there is a relationship, it 
is not a matter of the removal of the fore- 
skin but of the sexual behaviour of the cul- 
tural, ethnic or religious groups that are ei- 
ther circumcised or not circumcised. 
Research by a Kenyan microbiologist, 
Maina Kahindo, challenges this theory. 
This was part of a larger study designed to 
investigate whether levels of risky sexual 
| behaviour really were the deciding factor. 
Places in Kenya and Zambia, where more 
than a quarter of the people being studied 
were infected with nv, were compared 
with places in Benin and Cameroon, 
where niv prevalence was below 6%. To 
the surprise of the researchers, the only im- 
portant difference in sexual behaviour was 





To snip or not to snip? 


that risky sex was most common in low- 
prevalence Cameroon. The real difference 
lay in male circumcision: over 98% of the 
men in the West African areas were cir- 
cumcised, compared with about 30% in Ke- 
nya and 10% in Zambia. 

The most compelling evidence came 
from the Kenyan study, where circumcised 
men could be compared with men of the 
same Luo group and Christian religion 
who were not circumcised but who had 
similar numbers of sexual partners and 
rates of condom use. The results: 26% of un- 
circumcised Luo men were Hiv-infected, 
compared with 6% of circumcised Luo 
men. The difference persisted even. after 
controlling for other sexually transmitted 
diseases which increase Hiv transmission. 

The result is entirely plausible. Put sim- 
ply, the tip of a circumcised penis is tough- 
er than the exposed tip of an erect penis 
usually covered by a foreskin. This tough- 
ness protects against micro-lesions which 
give HIV anentry point to the body. 

But it is not easy to know what to do 


use in Tamil Nadu has shot up. 








with this information, Although the results 
have been presented at medical confer- | 
ences, including an international confer- | 
ence on aips and other sexually transmit- 
ted diseases in Zambia in September, the 
controversial nature of the findings has re- 
searchers dancing in circles. In Africa, cir- 
cumcision is a badge of tribal or religious 
affiliation. Along with death rites, it is 
probably the most deeply held of cultural 
traditions. In the fractious societies of East 
and Southern Africa, a government domi- 
nated by one ethnic group would be ill ad- 
vised to override the cultural norms of an- 
other, even in the interests of reducing the 
spread of a disease that already causes four 
out of five young adult deaths. 

Governments are unlikely to launch 
campaigns promoting universal circumci- 
sion. People will probably be left to decide 
for themselves what to make of the infor- 
mation. Public-health officials are deeply 
worried that circumcised men will decide 
they need do nothing more to protect 
themselves. Already, dangerous rumours 
are circulating that circumcision is a “natu- 
ral condom”. And anything that under- 
mines the campaigns to promote safer sex 
would be calamitous. 
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Clinton props up the old world 


ISTANBUL 


As he travelled through south-eastern Europe, America’s president met both 
adulation and derision. He left behind many ragged ends 


[T WAS the best of trips; it was the worst of 
trips; but mainly the best. Ethnic-Alban- 
ian teenagers in Kosovo hailed Bill Clinton 
as the “father of the world”. In Athens, where 
people call him the planitarchis (master of 
the planet), protesters responded to his visit 
by trashing the city centre—but a more re- 
spectable audience cheered loudly when he 
acknowledged that America had wronged 
Greece in the past. 

Earlier in his nine-day tour, which end- 
ed on November 23rd, Turkish commenta- 
tors waxed mawkish over the president and 
his family because he devoted five days to 
their country—visiting Christian sites, com- 
forting earthquake victims, signing pipeline 
agreements and, lastly, meeting Russia’s 
President Boris Yeltsin and soother leaders at 
a summit in Istanbul where a diplomatic fi- 
asco over the war in Chechnya was carefully 
averted. 

Yugoslavia’s state-controlled media de- 
rided the presidential tour of the Balkans asa 
“return to the scene of the crime”—in other 
words, to where NATO dropped its bombs in 
the spring. However, the leader of Kosovo's 
hard-pressed Serbs, Bishop Artemije, 
showed greater meekness. He described as 
“very constructive” a meeting with Mr Clin- 
ton in which he laid out his community's 
woes: 400 people killed, and 80 churches at- 
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tacked, since NATO took over in June. 

Whether they admire America’s power 
or dread it, the peoples of south-eastern Eu- 
rope see Mr Clinton as a leader who will 
have a bigger role than any old-world politi- 
cian in shaping their destiny. America is the 
main arbiter in a series of conflicts, either ac- 
tual or potential, in a wide arc stretching 
from the Adriatic to the Caspian Sea. Apart 
from the unresolved feuds of ex-Yugoslavia, 
these include the Greek-Turkish disputes in 
the Aegean and over Cyprus, the stand-off 
between Armenia and Azerbaijan, and the 
hot war in the north Caucasus. 

Since several of these fights involve Rus- 
sia or its proxies, the trickiest problem Mr 
Clinton faced was how to handle Mr Yel- 
tsin—at a time when western public opinion 
is dismayed by the human cost of the war in 
Chechnya, and when sentiment among Rus- 
sians has become defiantly anti-western. 
Both presidents came to the Istanbul summit 
of the Organisation for Security and Co-op- 
eration in Europe (Osce) under pressure 
from home to talk tough, and win some di- 
plomatic points, over Chechnya. At the same 
time, the Russian and American leaders, 
who have always insulated their personal re- 
lations from the stresses of the moment, 
were anxious to avoid a real row. 

As an exercise in diplomatic choreogra- 


phy, it more or less worked. Mr Clinton 
mixed his mild scolding with elaborate as- 
surances that he understood Russia’s di- 
lemmaas it “faced rebellion within, and vio- 
lence beyond, the borders of Chechnya”. 
With studious politeness, the American 
president recalled the “thrilling experience” 
of watching Mr Yeltsin defy the junta that 
seized power in Moscow in August 1991. 
Would the West have been wrong, Mr Clin- 
ton courteously asked, to “interfere” in Rus- 
sian affairs and stand up for Mr Yeltsin if the 
coup leaders had jailed him? 

Mr Yeltsin, for his part, sounded off with 
remarkable vigour against “the aggression 
by NATO, with America at its head, against 
Yugoslavia”, and suggested that Europeans 
should be allowed to settle their own affairs. 
Before making an early walkout from the Is- 
tanbul meeting, he selected two European 
leaders—President Jacques Chirac of France, 
and Germany’s Chancellor Gerhard Schro- 
der—as recipients of a wilting, but recognis- 
able, olive branch. 

Mr Yeltsin suggested that the three of 
them should meet again in Paris on Decem- 
ber 2st, two days after Russia’s parliament- 
ary election. There was a clear hint that, once 
the awkward business of voting was out of 
the way, he would be able to give them a 
Christmas present, in the form of a change of 
policy in Chechnya. As adown-payment, he 
agreed in principle to a visit to the war zone 
by the osce—a concession that cleared the 
way for western countries tosign the summit 
communiqué and a woolly “European secu- 
rity charter” which Russia wanted. 

In another sweetener, Russia agreed to 
the eventual closure of several military bases 
in Moldova and Georgia. This enabled west- 
erm countries to sign long-mooted amend- 
ments to the treaty on Conventional Forces 
in Europe—though these will not be ratified 
until Russia complies with treaty limits by 
reducing its presence in the Caucasus. 


Lonely Russia 
If, by proposing a trilateral summit with 
France and Germany, Mr Yeltsin was trying 
the old Russian tactic of driving a wedge be- 
tween America and its European allies, his 
prospects of success look dimmer than usu- 
al. Precisely because they were so worried 
about Russia, the Clinton team and its Euro- 
pean counterparts took particular care to co- 
ordinate their tactics in Istanbul, through 
back-stage meetings of the “quint”—a new- 
ish piece of jargon which means America 
plus Britain, France, Germany and Italy. 

Yet, despite all the studious efforts by Mr 
Clinton, Mr Yeltsin and the West European 
leaders to avert a fiasco and keep the diplo- 
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matic show on the road, the underlying mes- 
sage from the osce summit was a troubling 
one, both for Russia itself and for its future 
relations with the leading members of NATO. 
Apart from the grim despots of Belarus, due 
to sign yet another union treaty with Russia 
on November 26th, no country at the Istan- 
bul meeting was prepared to defend Russia’s 
assault on Chechnya, nor to contest Mr Clin- 
ton’s mildly worded assertion that it had 
“led to substantial civilian casualties and 
very large flows of refugees.” 

More galling still for Russian observers 
was the spectacle, a few days later, of Mr 
Clinton receiving a rapturous welcome in 
Bulgaria, a country where pro-western and 
pro-Russian groups have, until recently, 
been finely balanced. The American presi- 
dent gratefully reminded Bulgarians of the 
pivotal role their government played—large- 
ly behind the scenes—in securing NATO’s pri- 
macy, and Russia’s virtual exclusion, in the 
struggle for influence over post-war Kosovo. 

For better or worse, Mr Clinton aroused 
stronger emotions in south-eastern Europe 
than any other western politician would 
have done—with the possible exception of 
Britain’s Tony Blair, who is taken seriously 
because of his closeness to America. Amer- 
ica’s resurgent prestige can only be gratifying 
toan administration that regards itself as ex- 
ceptionally pro-European—in the sense that 
it sees the United States as an indispensable 
actor in European affairs, including those af- 
fairs (like Turkey's troubled ties with the Eu- 
ropean Union) which are, formally, none of 
its business. 

But the awkward part is that Mr Clinton 
is respected, and in some quarters admired, 
because he is seen as a warrior, rather than a 
peace-maker. The Kosovars cheered him 
when he recalled how “we won the war” 
and fell silent when he said “you must try to 
forgive” the Serbs. Even where disputes have 
in recent years been diplomatic rather than 
military—such as the Greek-Turkish stand- 
off—each of the parties made clear that it 
would like Mr Clinton to fight its own corner, 
rather than act as honest broker. Sensing this, 
the president took a leaf from his domestic 
policy book and tried to please everyone. 

He flattered Turkey with huge amounts 
of time, and wooed the Greeks with a sur- 
prising degree of sympathy on matters of 
substance. For example, he backed their calls 
for legal arbitration of disputes in the Aeg- 
ean, and called the status quo in Cyprus— 
whose leaders will gather in New York on 
December 3rd for “proximity talks”—unac- 
ceptable; he even urged Britain to hand back 
sculptures from the Parthenon. How far he 
has succeeded in reducing Greek-Turkish 
tension will be clear at next month’s summit 
of the eu, when Turkey hopes to overcome 
Greek objections to its formal nomination as 
a candidate. But nobody will blame Mr Clin- 
ton for not trying if this effort fails. 


Kosovo 


State in embryo 


PRISTINA 






For want of any other means of administration, the UN is busy building in 
Kosovo the trappings of an independent state 


HE question is “too touchy” to discuss in 

public, says General Klaus Reinhardt, 
head of kror, the NaTo-led peacekeeping 
force in Kosovo. Bernard Kouchner, head of 
UNMIK, the United Nations mission in Kos- 
ovo, declares it premature to talk about 
while his staff are struggling to reopen 
schools, repair power stations and protect 


the lives of the province’s few remaining 
Serbs and other minorities. But, away from 
the public eye in the West, the un bodies and 
Russia, there is reluctant but growing agonis- 
ing about the possible future independence 
of Kosovo. 

Back in June, the un passed a resolution 
that brought an end to Serbian rule in the 





| Agony in Chechnya 


OW the fighting really begins. That is 

what both sides in the Russian-Che- 
chen war seemed to be saying this week, 
| as the Kremlin’s forces stepped up their 
barrage on the town of Urus-Martan, just 
south of the capital, Grozny, with the stat- 
ed aim of surrounding the Chechen capi- 
| tal by mid-December. 

After two months of war, the Russian 
authorities seemed so emboldened this 
week by the slow but steady progress of 
their 90,000-strong force, and so pleased 
by the surrender of Gudermes, the repub- 
| lic’s second city, that they invited televi- 
| sion crews to interview local residents 
about their “liberation” from Chechnya’s 
| breakaway government. The towns- 
people failed to oblige. Some bitterly com- 
pared the bombardment they had justen- 
dured to the Nazi invasion of 1941, which 
| is the most graphic metaphor any Soviet- 
educated person can use to describe a 
mindlessly cruel assault. But, as Russia 
| consolidates its hold over parts of Chech- 
| nya, an ever more vigorous hearts-and- 
minds campaign can be expected. Elec- 
tricity will be reconnected and pensions 
paid in an effort to show the outside 
world, at least, the benefits of Russian rule. 

Still, propaganda alone will not win 
the war, nor knock out the 3,500-strong re- 
bel force the Russians say is holed up in 
Urus-Martan. Sooner or later, the Che- 
chen commanders—whose expertise 
with Soviet-made weaponry is no less 
than the invaders’—will show their hand. 

Igor Sergeyev, the Russian defence 
minister, wishfully suggested on Novem- 
ber 23rd that Grozny might fall without a 
fight. He also ruled out a full-scale assault 
| on the city—apparently trying to reassure 
his compatriots that there would be no re- 
peat of the ghastly scenes of the 1994-96 
Chechen war, when bewildered and bad- 
| lyco-ordinated Russian units were repeat- 
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edly trapped inside the capital. 

In the hope that both sides may have 
an interest in avoiding another bloodbath | 
in Grozny, some offers of mediation have | 
been put on the table. One has come from 
Ruslan Aushev, the leader of neighbour- | 
ing Ingushetia, who this week sacked | 
most of his ministers for their failure to | 
cope with the influx of 215,000 refugees, as 
temperatures plunge and tented accom- 
modation runs desperately short. 

Military specialists say there is no easy 
option for the Russian forces converging | 
on Grozny. Entering the city while letting 
most of the fighters escape would pave the 
way for a long partisan war, waged by 
guerrillas based in the mountains, where 
they are almost impossible to winkle out. 
But taking on the Chechen forces in Groz- 
ny would involve a sharp increase in the 
Russian army’s death toll. The current to- | 
talis probably about 600—including plen- 
ty of hapless conscripts as well as soldiers 
from elite units. 

Back in the Russian heartland, the war 
remains widely, but not universally, pop- 
ular. One recent opinion poll showed 50% 
of respondents in favour and 30% against. 
But another fiasco in Grozny could trans- 
form hawks into doves overnight. 
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istration” and invited in NATO troops to po- 
lice the peace. But the resolution is a state- 
ment of intentions that, ultimately, cannot 
be reconciled. It recognises continued Yugo- 
slav sovereignty over the Serbian province, 
while instructing UNMix to establish the in- 
stitutions “pending a final settlement’ of 
“substantial autonomy and self-govern- 
ment”. The problem is that nobody dares 
talk openly about what a final settlement 
might be, nobody knows how a final settle- 
ment might be established—and no Kosovo 
Albanian is interested in living in an autono- 
mous part of Yugoslavia. 

So it is by default, as well as for practical 
reasons, that the uN in Kosovo is slowly 
helping to provide the province with all the 
attributes of statehood. In the next few 
months, Kosovars will start carrying uN Kos- 
ovo identity cards and travel documents. uN 
customs officers already operate on the ex- 
ternal frontier with Macedonia and Albania. 





Cars will soon have new number plates. 
And the Yugoslav dinar has, in effect, been 
abolished. By September next year, local- 
government elections should have been 
held. After that, the un will have to start dis- 
cussions about the election of a Kosovo as- 
sembly and government. 

The fear is that if, having lectured Koso- 
vars about the virtues of democracy, the vot- 
ersduly elect an assembly only tobe told that 
it cannot proclaim the independence they 
seek, then NATO and the UN may come to be 
seen as occupying powers rather than libera- 
tors from Serbian rule, 

For the moment, Kosovo’s ethnic-Alba- 
nian politicians are relaxed about the future, 
because they believe that independence is 
inevitable. But their patience is not infinite. 
Were they to find, in two years or so, that the 
West was trying to force Kosovo to stay in- 
side a new federation with Serbia, some of 
them at least might go back to war. 

Diplomats and un officials in Pristina 
say they hope this problem will disappear as 
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province, established a un “interim admin- 





the region changes. They argue that, if and 
when Yugoslavia’s president, Slobodan Mil- 
osevic, falls from power, serious talks aimed 


` at finding a compromise between Yugoslav 


sovereignty and the Kosovar desire for inde- 
pendence can begin. Yet, not only do Kos- 
ovo’s politicians reject outright any idea of a 
compromise, but there is alsono reason toas- 
sume that any post-Milosevic government 
in Yugoslavia would be more pliant on this 
question—especially as it could not afford to 
lay itself open to charges of treason. 

Moreover, if, as is quite possible, Monte- 
negro—the tiny coastal republic which, 
along with Serbia, makes up the rump Yugo- 
slavia—were to declare independence, other 
intriguing possibilities would open up. 
Shorn of Montenegro, the Yugoslav federa- 
tion would no longer exist. Mr Milosevic, 
president of Yugoslavia but not of Serbia, 
would no longer technically have a job. 
Above all, a new question about Kosovo's 
future would arise, because under its June 
resolution the uN is committed 
only to “Yugoslav”, not Serbian, 
sovereignty. 

A darker possibility is that, if 
Montenegro were to declare in- 
dependence, and Mr Milosevic 
were to resist its breaking away, 
NATO might get another call for 
help. It would be difficult to ig- 
nore such an appeal from the 
pro-western Montenegrin gov- 
ernment. But the last thing Nato 
wants is to be dragged into yet 
another Balkan war. 

Amid such uncertainty, the 
diplomatic instinct seems to be to 
wish the problem away. There is 
no appetite in western capitals to 
support Montenegro’s secession, 
but nor is there any desire to back 
the claims to the territorial integ- 
rity of a country led by a man indicted as a 
war criminal. Yet “sticking our heads firmly 
in the sand”, as one western diplomat in Pris- 
tina puts it, is not much of a policy. “Either 
we accept independence as inevitable, and 
deal with the remnant Serb population. Or 
we try somehow to convince Kosovo's Alba- 
nians that they will never be independent, 
and try to restore their contacts with Yugo- 
slavia immediately.” 

Neither of these things is likely to hap- 
pen soon. The upshot in Kosovo will be the 
creation of a unique and expensive protec- 
torate, in which its guarantors, NATO and the 
un, hope they do not become the eventual 
targets of ethnic-Albanian rage. Still, opti- 
mistic UN Officials say that the future of Kos- 
Ovo is “a process” which has only just begun. 
Citing the examples of Northem Ireland, 
South Africa and the Israeli-Palestinian dis- 
pute, one argues that, before any final-settle- 
ment talks even begin, it would be “difficult 
and unnecessary to focuson the end-game”. 
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Croatia 


After Tudjman 


ZAGREB 


Ox a few weeks ago, outsiders were 
fretting that President Franjo Tudjman 
would not accept the results of Croatia's par- 
liamentary election. The polls were due to 
open on December 22nd, and the president’s 
Croatian Democratic Union seemed set to 
lose its majority. Now it looks as if he might 
not have his say at all. The elderly president, 
in hospital with complications after a stom- 
ach operation, was too ill to confirm the elec- 
tion date before the constitutional deadline 
to do so had passed on November 2oth. The 
poll must now take place by January 27th. ` 

Mr Tudjman’s chances of returning to 
work look slimmer by the day. Seeking a 
stopgap, the ruling party on November 24th 
rushed through parliament a measure to de- 
clare the president temporarily, rather than 
permanently, incapacitated. Power now 
passes to the speaker of parliament, Vlatko 
Pavletic, who can thus sign into law impor- 
tant bills awaiting presidential ratification. 

This manoeuvre enables the ruling party 
toavoid calling an early presidential election, 
which would have triggered a damaging 
split. In theory, Mr Tudjman could still go 
back to work. But if he died in office, a fresh 
election would have to be called, and a new 
president elected within 60 days. 

Already, the jostling for the succession is 
on. There is no shortage of candidates either 
to lead the party or to stand for the presi- 
dency. The problem is that none has both the 
party connections to get selected and the 
popular appeal to win the presidency. 

One contender is Ivic Pasalic, Mr Tudj- 
man’s adviser on internal affairs and suppos- 
edly the second-most-powerful man in 
Croatia, thanks to his control over the intelli- 
gence services. A Croat from neighbouring 
Hercegovina, he is also guaranteed support 
from this sizeable clan within the ruling 
party. His Hercegovina connections and his 
links to the “new rich”, however, earn him no 
affection among ordinary Croats, who resent 
the prosperity of the few in a recession. 

Another hardliner, Vladimir Seks, the 
deputy speaker, looks a better prospect. He 
lacks Mr Pasalic’s authority in government 
circles, yet the old-time conservative nation- _ 
alist is respected within the party and accept- 
able to a broader sweep of Croats. His brand 
of nationalism, however, would do nothing 
to bring Croatia out of the international isola- 
tion with which voters are weary, so the pres- 
idency would probably elude him. 

A third candidate could be Mate Gra- 
nic, the foreign minister, who is popular at 
home and acceptable abroad. Mr Granic is no 
isolationist, and his instincts tum him to- 
wards both the European Union and the Un- 
ited States. His drawback is that he has al- 
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most no base within his own party. 

None of these three, however, will be 
able to transform the party's prospects at the 
parliamentary election. The party's record as 
the founder and defender of independent 
Croatia no longer carries much weight with 
an electorate that is these days more worried 
about unemployment running at 20% and, 
for those lucky enough to be in work, the late 
payment of wages. Most people think the 
ruling party puts its own needs before those 
of the country. 

Disaffection with the ruling party 
should help the fragile opposition alliance of 
the Social Democrats and the Social Liberals. 
Together, they might just secure a parlia- 
mentary majority. The two leaders, the So- 
cial Democrats’ Ivica Racan and the Social 
Liberals’ Drazen Budisa, have recently been 
working well. Yet their greatest threat is each 
other. The presidential race looms large over 
the parliamentary poll. Should Mr Granic 
stand, it looks as if only Mr Racan would 
have enough support to beat him. But itis Mr 
Budisa who is thought to harbour presiden- 
tial ambitions. Any sign of opposition 
squabbling could turn off the electorate, and 
weaken the alliance’s chances of winning a 
majority even in the parliamentary con- 
test—let alone of securing the presidency. 

pee — a 











ANKARA 


HE death sentence 

stands. That was the 
ruling of the Turkish ap- 
peal court that had been 
considering the case of 
Abdullah Ocalan, the 
leader of the outlawed Kur- 
distan Workers’ Party 
(PKK). On November 25th, 
it decided that the verdict 
handed down in June— 
execution for treason— 
should be upheld. So is it 
the gallows for Mr Ocalan? 
Probably not. 

Under Turkish law, 
parliament has to adopt special legislation 
before Mr Ocalan’s execution can be car- 
ried out, and it is up to the deputies to de- 
cide when to take up the matter. They do 
not seem to be in any hurry todo so. When 
Mr Ocalan, who is blamed by the Turkish 
authorities for the deaths of 30,000 people, 
was captured by Turkish special agents in 
Kenya last February, a delighted Turkish 
public was baying for his blood. But the na- 
tional mood has shifted. Many, including a 
growing number of politicians, now ques- 
tion the wisdom of hanging him. 

Turkey’s left-leaning prime minister, 
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Alive and appealing 


Holocaust reparations 


Putting a price on the Holocaust 


The latest effort to secure Holocaust reparations is foundering over money. Is 
that what this appalling historical episode has been reduced to? 


OW do you puta price tag on the atroc- 

ities of the past? That is the dilemma at 
the heart of the latest unresolved wrangling 
over Holocaust reparations, this time 
claimed by the survivors of Nazi labour 
camps. Efforts to secure compensation from 
German firms and the German government 
collapsed last week over the size of a com- 
pensation fund that would absolve German 
companies from existing and future legal 
claims over forced labour. With talks due to 
resume again in Washington on December 
8th, and over $1 billion still separating the 
two sides, the question raised once again is 
this: does the effort to put a monetary value 
on unspeakable human wrongs of the past 
not help ultimately to diminish them? 

The forced-labour case is only one of a 
battery of outstanding claims by Holocaust 
survivors, or the families of those who were 
killed, for reparations for Nazi-era crimes. 
The chief targets are European companies— 
notably German, Austrian, Swiss, Italian and 





French—which, it is claimed, harbour dor- 
mant bank accounts, unpaid insurance poli- 
cies or other assets lost or seized at the time of 
the Third Reich. While these claims are being 
pursued through various different courts, 
most of them in the United States, the com- 
mon theme is an attempt to seek monetary 
compensation. 

Well, what do you expect, reply the 
claimants, when so many of these cases refer 
to stolen assets? “We are not talking about 
putting a price on those who died, but on 
what was stolen from them,” declares Elan 
Steinberg, the executive director of the World 
Jewish Congress (wyc) in New York. 

A large share of the claims do indeed 
concern material restitution, rather than 
moral reparation. The $1.25 billion settlement 
reached last year by Swiss companies and 
Holocaust survivors, for instance, began as 
an effort by Jewish groups to pierce Swiss se- 
crecy laws and uncover hidden accounts. As 
part of the deal, Paul Volcker, a former chair- 





The merits of keeping Ocalan alive 


Bulent Ecevit, has repeat- 
edly declared his aversion to 
capital punishment.On No- 
vember 24th he said that 
Turkey would still have to 
abide by any ruling of the 
Strasbourg-based European 
Court of Human Rights. Mr 
Ocalan’s lawyers have said 
they will appeal to that 
court to stop his execution, 
now that Turkey’s own legal 
procedures have been ex- 
hausted. That could take 
months, ifnot years. 

Mr Ecevit has often 
railed against outsiders’ attempts to inter- 
fere in Turkey's internal affairs. Yet prag- 
matism is a strong force in Turkish policy 
these days. The European Union, set to 
baptise Turkey as an official candidate for 
membership at its forthcoming summit in 
Helsinki, has made it clear that hanging the 
PKK leader would, as the German ambas- 
sador to Ankara has bluntly put it, “reduce 
Turkey’s membership chances to zero.” 
America is in no position to lecture Turkey 
about the death penalty. However, the 
Americans have made it equally plain that, 
unless the Turks polish their human-rights 


record (and that includes granting Kurds 
the freedom to use their own tongue in 
schools and in broadcasting), America will 
find it harder to go on providing weapons 
and other military goodies. 

Even Turkey’s generals, who have been 
battling the PKK guerrillas for more than 15 
years, now have doubts. They are starting 
to realise that executing Mr Ocalan would 
merely elevate him to martyrdom, even 
among Kurds who have never supported 
his bloody campaign for an independent 
Kurdistan. 

But if Mr Ocalan’s life is indeed spared, 
his own actions since his arrest will have 
played a part. When he first appeared in 
court on a prison island in the Sea of Mar- 
mara,Turks watching the proceedings on 
television expected to see an unrepentant, 
blood-thirsty terrorist. Instead, Mr Ocalan 
called his rebellion a “mistake”. Demands 
for Kurdish autonomy (let alone indepen- 
dence) were downgraded to appeals for 
cultural freedom for the country’s 12m or 
so Kurds. 

Mr Ocalan has since ordered his fight- 
ers to leave Turkey and to observe a cease- 
fire (the number of clashes in the mainly 
Kurdish south-east has since dropped dra- 
matically). And over a dozen PKK officials 
have given themselves up as proof of his 
sincerity in wanting peace. As the pxx’s still 
uncontested leader, Mr Ocalan is more 
useful to the governmentalive than dead. 
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man of the United States’ Federal Reserve, 
has been working with a team of auditors to 
uncover dormant wartime accounts belong- 
ing to Holocaust victims. Though it was origi- 
nally thought there might be fewer than 800 
such accounts, Mr Volcker is expected soon 
to reveal the existence of 50,000-60,000, even 
if mostof them cannot be directly connected 
to Holocaust victims. 

A similar exercise is also being under- 
taken by European insurers accused of 
hoarding unpaid wartime policies. After an 
American lawsuit filed against several of the 
biggest names in European insurance, in- 
cluding France's axa, Italy’s Generali and 
Germany’s Allianz, an international com- 
mission, under Lawrence Eagleburger, a for- 
mer American secretary of state, is now ne- 
gotiating to set up a similar fund to settle 
such claims once and for all. Already, some 
insurers have been burrowing into their 
wartime archives. Allianz, for example, 
which settled most of its policies under Ger- 
many’s own sweeping post-war restitution 
programme, set up a team to examine 1.4m 
individual paper files on policies issued bet- 
ween 1920 and 1945 in order to try to trace 
any that remain unpaid. 

Moreover, if there is a grubby feel to the 
exercise, this is in part due to the insistence of 
those American lawyers and politicians 
who seek to profit from it. It is also because, 
for their part, the European businessmen 
now so eager to atone for their companies’ 
history are acting for cold, if sensible, com- 
mercial reasons: to retain permits to trade or 
the right to make a takeover in America, as 
well as to secure, if possible, an indemnity 
against existing or future claims. 

Only recently, for example, the takeover 
of Bankers Trust by Deutsche Bank was held 
up for months by New York regulators who 
demanded a greater effort by German com- 
panies to retrieve Holocaust-era assets. 
“Blackmail” and “extortion” are some of the 


THE ECONOMIST NOVEMBER 27TH 1999 


politer words that Swiss bankers muttered 
after the first claims against their banks. 

Yet this still leaves a swathe of claims that 
deal not with material assets but with repa- 
ration, more broadly defined. Take the nego- 
tiations with Germany over forced labour. 
Although arguably labour itself can be val- 
ued, the effort to compensate surviving 
forced labourers—of whom there are be- 
tween 700,000 and 2m, many in Eastern Eu- 
rope, with an average age of about 80—is an 
unapologetically moral exercise. “Moral res- 
titution” is an explicit part of the claim. 

The same goes for the Swiss bank settle- 
ment. Though its most publicised elements 
are the wartime accounts, it also offers finan- 
cial compensation for forced labour, and to 
refugees denied entry to Switzerland during 
the war. A separate deal reached earlier this 
month with Bank Austria and Creditanstalt, 
two (now merged) Austrian banks, also cov- 
ers slave labour. Indeed, the wyc itself insists 
on remorse as a condition of its approval of 
any deal. In short, since it is hard to decouple 
claims for monetary and for moral compen- 
sation, it is hard to shrug off the faintly shab- 
by air that hangs over the Holocaust claims. 


Moral accounting 


The lobbyists do, however, have one crucial 
point. Were it not for their persistent efforts 
in the first place to seek financial reparation, 
to bang time and again on the doors of Swiss 
banks, demanding access to secret archives, 
it is unlikely that the dormant accounts 
would ever have been discovered. It is also 
unlikely that the renewed efforts to delve 
more broadly into a painful history would 
have taken place. 

This is particularly striking in Switzer- 
land, which has made a bold and entirely 
fresh effort to re-examine its officially neu- 
tral wartime record. On December 10th, its 
Bergier commission, an official team of his- 
torians, will report on Switzerland’s treat- 





ment of refugees at its border. Part of a bigger 
attempt launched three years ago to dig into 
an unsettling period of history that many 
Swiss had preferred to leave untouched, this 
exercise would probably not have happened 
atall but for the American lobby. 

Other factors have been at work. The col- 
lapse of communism and the opening up of 
archives on both sides of the iron curtain 
have helped. So has a more recent sense of 
haste—a desire toclose this chapter of history 
along with the century. The French, for in- 
stance, deny that their own attempt to con- 
front their wartime past is linked to Ameri- 
can claims against their banks, which they 
are doing their best to ignore. The Mattéoli 
commission on Jewish assets stolen in war- 
time France, argue the French, was prompted 
by their own effort, begun by President 
Jacques Chirac in 1995, to acknowledge the 
culpability of the French state under the Vi- 
chy regime, and to make both financial and 
symbolic amends, 

Is there an end to the Holocaust-era 
claims? Not in the short term. Claims are out- 
standing against French banks. Austrian 
businesses are unprotected from future de- 
mands. Several governments have recently 
created funds to compensate victims of Nazi 
persecution. President Bill Clinton has set up 
a team to investigate Holocaust-era assets 
held in America. Talks have only just begun 
on the return of stolen art. 

In the end, money may be an unedifying 
form of reparation, but, if it leads to a better 
understanding of history for a generation 
with nodirect memory of it, the price may be 
worth paying. “We have to deal with money, 
though we know money is very insufficient,” 
comments Count Otto Lambsdorff, the for- 
mer economy minister who represents the 
German government in the forced-labour 
talks. “Nobody can give the three months, or 
three years, of your life back.” 
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Walter Schwimmer, timid moral policeman 


Too by some of the noises coming out of Strasbourg this 
past month, you might think the main problem in the north 
Caucasus was one of the wholesale displacement and slaughter of 
Russians by Chechens, rather than vice versa.On November 4th, 
the Council of Europe’s parliamentary assembly adopted a resolu- 
tion so accommodating of Russian arguments that it might easily 
have been written with the help of the Russians themselves— 
which, indeed, it was. The Russians have been full members of the 
council since 1996. Russian deputies serve on the parliamentary 
political-affairs committee that produced the resolution in ques- 
tion. Membership has its benefits. 

True, they are relatively minor benefits, because the Council of 
Europe is a relatively minor actor even in European affairs. No re- 
lation to the European Union, but with an overlapping member- 
ship, it was founded in 1949 as a means 
for the countries of Western Europe to 
affirm their collective support for “in- 
dividual freedom, political liberty and 
the rule of law”. It is best known now 
for the activities of its highly effective 
offshoot, the European Court of Hu- 
man Rights. Otherwise, the council is 
of noticeable political value only to its 
smaller and weaker members, espe- 
cially those outside the Eu, which have 
few other western places in which to 
make their voices heard. 

The council has, however, always 
laid claim to moral authority. So its 
equivocations over Russian conduct 
in Chechnya, if no greater than those 
of many western governments, strike 
an unhappy note. They can only 
strengthen fears that the council's 
cherished moral authority has been 
undermined by the admission to its 
ranks of countries whose conduct falls 
well short of earlier standards. 

Unlike the Eu, which has yet to ad- 
mit its first ex-communist member, 
the Council of Europe’s membership 
ballooned from 23 to 41in the course of 
the 1990s. It was the least demanding 
western club, and thus the one to 
which the countries escaping Soviet dominance could be admit- 
ted as a first reward for discarding communism. To gain member- 
ship, they pledged their respect for democracy, human rights and 
the rule of law, and renounced the use of the death penalty. The 
council gave the less ready applicants a “credit of confidence” that 
these pledges would be respected. Usually, they were. Sometimes, 
they were not. Russia has been the biggest disappointment. But 
nor are Ukraine, Albania and Croatia shining examples of democ- 
racy and the rule of law, even if they do all manage the odd elec- 
tion from time to time. In 1997, a senior official of the council, Peter 
Leuprecht, took early retirement and protested publicly against 
what he called “soft” standards for new members. Some admis- 
sions, he said, “stick in my throat”. 

Since September, the council has had a new secretary-general, 
Walter Schwimmer, an Austrian. He is a lawyer by training and a 
veteran of both Austria’s and the Council of Europe’s parliaments. 
He succeeded Daniel Tarschys, a Swede who presided over some 
of the council’s more controversial admissions, including that of 








Russia. Mr Schwimmer treads carefully on the subject of his coun- 
cil’s biggest member. “Things are moving, not fast enough, but in 
the right direction,” he saysof democracy and the rule of law there. | 

As for the conflict in Chechnya, he thinks it “a clear rightand | 
duty of the Russian Federation to defend Russian territorial integ- | 
rity and Russian citizens: But the measures have to be proportion- 
ate.” The Chechen government, he argues, has brought much ofits | 
grief upon itself: “The international community and the Council | 
of Europe cannot be pleased with what happened in Chechnya in 
the past three years.” In 1996, after the previous war against Russia, 
he says, the Chechen government had “a kind of de facto indepen- | 
dence. But that means also full responsibility for what happensin | 
your country. And it was obviously not used in the right way.” | 
Here, he may err on the side of harshness, for all Chechnya’s 
dreadfuiness as a state. One reason its | 
government was so weak was the re- 
fusal of other countries, rightly or 
wrongly, at Russian insistence, to give 
itany sort of recognition or help. 

To be fair to the council, it works 
hard to help its new members to un- 
derstand their responsibilities. Many 
of its efforts go “hardly noticed by the 
majority of the European public,” la- 
ments Mr Schwimmer. Every month it 
runs roughly 100 workshops, confer- 
ences and study visits across Central 
and Eastern Europe on topics such as 
press freedom, education and legal re- 
form, as part of its permanent pro- 
gramme for the “development and | 
consolidation of democratic stability”. 

Mr Schwimmer insists that the ex- 
pansion of the council’s membership | 
can still come right. He believes that a | 
“Europe of shared values”—by which 
he means democracy, human rights 
and the rule of law—is still within 
reach. In his view, the council has not 
grown too big. On the contrary, itis too 
small. Some European countries are 
still outside it. “My priority when I 
leave office in five years’ time”, he says, 

“is for a council of 47 members. That 
would include Yugoslavia and Belarus. But that means there is still | 
a lot of work to be done.” The council’s destiny, he adds, is to serve 
as “the only and pure pan-European organisation”. It will be the 
one place where all Europeans can talk to one another, among 
themselves, with no Americans or other outsiders at the table. 

But that must surely mean some redefining of other principles, 
notwithstanding Mr Schwimmer’s hopes to the contrary. It is 
scarcely credible now, whatever the imaginings of fiveorten years | 
ago, that Russia and most other countries of the former Soviet Un- 
ion (the Baltic states are the exception) will come anywhere near 
meeting West European political and legal standards for decades 
yet. The council’s parliament and, recently, its election monitors 
have managed some loud public grumbling at Ukraine, a less 
daunting target than Russia. But, if the main objective is todraw all 
European countries into dialogue, that will notin practicebecom- | 
patible with the maintenance of uniformly high moral and politi- 
cal standards for membership. There is a contradiction between 
quantity and quality. And, at present, quantity is prevailing. 
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BUSINESS IN JAPAN 


No more tears 


APAN keeps a different calendar from the rest of 

the world: it counts the years by the reigns of its 

emperors. Among older Japanese the year 1945, 
for example, is better known as Showa 20, the 2oth 
year of Emperor Hirohito’s rule of “enlightened 
peace”. In Showa 64 (alias 1989), Hirohito died, 
Crown Prince Akihito replaced him, and Japan en- 
tered Heisei, the era of “achieving peace”. More re- 
cently another era started, not with the death of an 
emperor but with a press conference in Tokyo on a 
Monday morning, November 24th 1997. 

That morning Shohei Nozawa stood before the 
world’s television cameras and wept. Mr Nozawa 
was the president of Yamaichi Securities, one of Ja- 
pan’s big four stockbrokers, and his company was 
closing its doors for the last time. It was not alone: in 
the same month Sanyo Securities, a second-tier bro- 
ker, and Hokkaido-Takushoku Bank, one of Japan’s 
20 major lenders under its “convoy” banking sys- 
tem, also collapsed. But Yamaichi’s was the most 
shocking failure. It was to become the biggest bank- 
ruptcy in Japanese history. 

What is the spirit of this new “Shohei era”? Al- 
most from the moment Heisei began, the collapse of 
the stockmarket, land prices and economic growth 
started to expose big flaws in the way the economy 
was run. But most Japanese chose to ignore them. 
The finance ministry hid the banks’ bad debts. Com- 
panies pretended they were restructuring. Banks 
kept lending to dud customers. With the collapse of 
Yamaichi, this self-deception ended. 

Yamaichi was in the top tier of employers and 
had its pick of graduates. Like Hokkaido-Takushoku 
Bank, it was part of the finance ministry's protector- 
ate. It was not allowed to fail. “My friends were buy- 
ing Yamaichi stock even a week before it collapsed,” 
says one Japanese banker. “They never thought it 
would happen.” Yamaichi did things in the tradi- 
tional Japanese way. It employed people for life. It 
ran itself in the interests of its workers, the corporate 
warriors who went into battle every day to make Ja- 
pan stronger. It was at the top of Japan's vertically 
ordered economy and society. Yet in truth, Yamaichi 
was thoroughly rotten. 


A new era 

The spirit of Shohei is change. This survey maps the 
big changes ahead in the way Japan does business. 
One is more self-reliance. The government protected 
Yamaichi from competition because the company 
was too weak to stand on its own. Too many indus- 
tries in Japan are too feeble to support themselves. 
The list includes industries that operate cartels, such 
as shipbuilding, steel, cement, construction and 
glass; industries that shelter behind tariffs, such as 
agriculture; and wards of state such as the telecoms, 
electricity, water and gas companies. It includes 
companies that rely on borrowing from Japanese 
banks, because the banks are protected. It also in- 
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Sayonara for Nozawa 


cludes firms that belong to one of the six big keiretsu, 
the corporate groups that shelter their members 
from competition. This survey will argue that this 
protection is starting to weaken dramatically. 

Self-reliance brings a sense of responsibility, 
which means another big change is taking place in- 
side Japanese companies. Managers are no longer 
avoiding their problems. They are taking a hard look 
at the way firms are run. The success of Japan’s post- 
war economy fostered the myth that Japanese man- 
agement techniques were all superior to those prac- 
tised elsewhere. Some were, but too many were not. 
Now the core techniques—lifetime employment, 
stakeholder capitalism and group decision-mak- 
ing—are under scrutiny. A few influential compa- 
nies are choosing to do things differently. 

Japanese schoolchildren endure years of exami- 
nation hell to squeeze into big, prestigious compa- 
nies like Yamaichi. It is what teachers, parents and 
relatives want because it is what society has valued 
most highly. But Yamaichi’s collapse and the long re- 
cession that followed are beginning to change that. 
The labour market for 20-somethings has become 
much more flexible. Many are joining foreign em- 
ployers or smart new small companies, or setting up 
their own entrepreneurial businesses. 

Not that the old ways of thinking will suddenly 
disappear. The Keidanren, Japan’s most prestigious 
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business association, is housed in a striking example 


of 1960s architecture, with period furniture to match. 
The Keidanren’s chairman, Takashi Imai, also seems 
to hail from the 1960s. Mr Imai is chairman of Nip- 
pon Steel, the leading firm in an industry that was 
the pride of Japan until the first oil shock. He rejects 
the idea that Japanese companies have neglected 
their shareholders. He puts Japanese management 
practices down to national characteristics with an- 
cient cultural roots, which seems to preclude any 
prospect of change. The problem with Japanese 


A rude awakening 


HATEAU MERCIAN may not have the cachet 

of a Saint Emilion grand cru, but Tadao Suzuki 
is proud of his wine. The president of Mercian Cor- 
poration, a Japanese drinks company, has even tak- 
en his best vintage to America. The Americans told 
him it might sell in restaurants for $50 a bottle. “I 
took this as a compliment,” says Mr Suzuki, “but the 
truth is, in a Japanese supermarket it sells for $100.” 

Mr Suzuki's wine is expensive partly because it 
is made from Japanese grapes which, he explains, 
sell at five times the world price. A wine made whol- 
ly in Japan appeals to his richer customers. For the 
mass market, Mr Suzuki does the sensible thing and 
imports the grape juice, blending it with a little of 
the home-grown variety. His best-selling wines 
which, to appeal to health-conscious Japanese, 
come with added polyphenols (to prevent heart dis- 
ease) or blueberry juice (to sharpen eyesight), cost a 
more reasonable ¥500 ($4.75). 

Not all Japanese businessmen are able to re- 
spond to high costs as flexibly as Mr Suzuki. Sake 
brewers must use Japanese rice, which sells at five or 
six times the world price. Transport is five times as 
expensive as in America. The average rent on a ware- 
house is ten times that in Britain. Steel, paper, ce- 
ment, glass, construction, financial services, electric- 
ity, telecommunications, gas and land all cost far 
more in Japan than in Europe or America. 

These burdensome prices are 
the product of Japan’s dual econ- 
| omy. Big exporters such as Sony, 
| Honda and Matsushita make up 
one, competitive, tier of compa- 
nies—-the Japan that foreign firms 
come up against. The quality of its 
engineering and the efficiency of 
this Japan’s mass-production tech- 
niques are still second to none. But 
| these exporters cluster in just a 
| handful of industries: cars and car 
| parts, industrial machinery and 
i 
{ 


consumer electronics. Much of the 
rest of the economy is grossly inefhi- 
cient. According to the oec, only 
| three manufacturing sectors exceed 
| or match the productivity of their 
| American equivalents (see chart 1). 
| Europe is also far behind America; 
| what is different about Japan is that 
$ 
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the laggards are so many, and so 
very far behind. 





business, he says, is that “companies have been 
competing against each other and losing competi- 
tiveness.” Seen in that light, financial engineering, 
share options and shareholder value look exotic. 

When Japanese patients are diagnosed with 
cancer, they are rarely told because the shock is 
thought to shorten their lives. People like Mr Imai 
still retain all the appearance of great power. Visiting 
his office, with its ceremonies and courtiers, feels like 
visiting royalty. And yet Mr Imai, although he does 
not know it, is already on the critical list. 


The list of industries that are, in effect, welfare 
recipients is far too long. Government protection 
keeps too many workers in labour-intensive busi- 
nesses that would otherwise have shrivelled with 
the rapid growth in wages in the 1960s. Japan’s food- 
processing industry, for instance, is only one-third 
as productive as America’s, and falling further be- 
hind. Yet food processing employs 2m Japanese 
workers, more than cars, car parts, steel and metal- 
working combined. Price fixing, bid-rigging and oth- 
er sorts of anti-competitive behaviour lock too 
much capital and labour in smokestack industries, 
such as shipbuilding, chemicals and aluminium 
smelting, that should have shrunk long ago. 

The rot has spread to mass manufacturing, 
where Asian rivals such as South Korea and Malay- 
sia are threatening Japanese industries such as semi- 
conductors and consumer electronics. According to 
Richard Katz of the Oriental Economist, a newslet- 
ter, at least half of manufacturing output and one- 
third of factory workers are in troubled industries. 


Less of a good thing 


Meanwhile the competitive tier of the dual econ- 
omy is shrinking. The Japanese car makers and con- 
sumer-electronics companies, which pioneered 
techniques such as just-in-time stock management, 
now find that everybody has adopted them, and 
that foreign rivals have introduced new methods of 
mass manufacturing. Some of the best Japanese 
firms are going abroad to get away from Japan’s high 
costs. Matsushita, for example, has doubled its over- 
seas workforce in the past eight years to 134,000, but 
taken on only 6,000 new people in Japan, making 
the domestic total 148,000. Over the same period, Hi- 
tachi has also nearly doubled its number of overseas 
employees, but has reduced its workforce in Japan 
by 3% to 267,000. 

In Europe and America, service industries such 
as information technology and finance have be- 
come engines of growth as manufacturing has 
moved offshore. In Japan, they have been hobbled 
by restrictive regulations. Small, entrepreneurial 
companies have a hard time of it. Instead, capital 
and labour stay locked up in big companies, which 
try to diversify into new, “growth” industries, but 
rarely succeed. Nippon Steel came unstuck making 
laptop computers. Komatsu, which makes dumper 
trucks, and Minebea, a ball-bearings company, tried 
and failed in semiconductors. Some of the big con- 
sumer-electronics companies now say they want to 


THE ECONOMIST NOVEMBER 27TH 1999 





get into providing nursing care. 

The system has seized up. Resources fail to flow 
to the most promising, fastest-growing, most pro- 
ductive bits of the economy. The Japanese call the 
disease kochoku, or rigidity. How to prevent it turn- 
ing into shigo kochoku, or rigor mortis? 

Ichizo Ohara, a grandee of the ruling Liberal 
Democratic Party (Lop) and economic adviser to the 
prime minister, Keizo Obuchi, claims to have the 
cure for this creeping disease. As agriculture minister 
three years ago, Mr Ohara took the flak for the deep- 
ly unpopular bail-out of Japan’s jusen (mortgage 
lenders) which rescued many farmers—core LDP 
voters—who had put their savings into these dodgy 
home-loan companies. But now Mr Ohara is help- 
ing to mastermind Mr Obuchi’s new reformist econ- 
omic policy. On his wall hangs a photograph of 
Margaret Thatcher, whose leadership and radical re- 
forming spirit were much admired in Japan. 

Mr Ohara talks of his country’s supply-side rev- 
olution which, like its model in America and Britain 
in the 1980s, will expose sectors with low productivi- 
ty to privatisation, deregulation, competition and 
restructuring. His impressive sweep encompasses 
the deregulation of health care, electricity and gas; 
the proper privatisation of nr, Japan’s giant tele- 
coms company; the removal of the remaining barri- 
ers to competition in finance; land reform; and a re- 
casting of the tax system. 

Good fighting talk; the trouble is that the Japa- 
nese have heard it all before. When Ryutaro Hashi- 
moto took office as prime minister in 1996, for in- 
stance, he promised to “fight like a ball of fire” for 
economic reform. Barely a year later, his flames had 
been doused by Lpr reactionaries who forced him 
to abandon the privatisation of the post office. In- 
deed, Japanese politicians have been making grand 
promises—even by the standards of their profes- 
sion—and delivering little ever since the early 1980s. 

Take the price of electricity, which is by far the 
highest in the oec. This has been bothering offi- 
cials at the Ministry of International Trade and In- 
dustry (mitt) for some time. In March 1998, a com- 
mittee set up by the prime minister himself called 
for full deregulation and the break-up of Japan’s ten 
local electricity monopolies. But in December that 
year the government decided to deregulate only the 
wholesale sector, which makes up 28% of the mar- 
ket, and to keep the electricity companies intact. An- 
other review is not due until 2003. An OECD report 
on deregulation* finds that this pattern repeats itself 
again and again in Japan. The liberalisation of air 
travel, transport, telecoms and land use have all 
been disappointingly slow and incomplete. 

One reason for the slow progress, says Heizo 
Takenaka of Keio University, is that the political 


Brace yourselves 


| Gao therapy in Japan comes in three parts. The 
| first involves a big increase in foreign investment. 
This is a return to earlier form. At the start of the 
1930S, Japan ran an open economy in which multi- 
nationals such as Standard Oil, Armstrong-Vickers 
and Siemens-Schuckertwerke owned or controlled 
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For Japan’s sake 


economy is “very well organised”. This means inter- 
est groups are locked tightly together, so that chang- 
ing one part of the system means changing it all. For 
example, construction companies donate money to 
politicians, politicians get them work from the con- 
struction ministry, whose officials then take jobs in 
construction companies when they retire. These 
“iron triangles” of producer groups, politicians and 
bureaucrats obstruct reform across the economy 
and at all levels of government. 

Besides, deregulation alone is no longer enough. 
The government has mostly withdrawn from the 
protectionist industrial policies of the 1950s and 
1960s, and from the anti-recession cartels of the 
1970s and 1980s; but this earlier protection stifled 
competition among most Japanese companies, and 
even though the protection has now gone, the com- 
petition has still not returned. Even in the most dy- 
namic sectors, such as consumer electronics, few 
companies come or go. In the worst-affected indus- 
tries, such as glass, construction, cement and steel, 
industry associations share out the market among a 
handful of big companies year after year. These car- 
tels need to be broken apart, but the Fair Trade Com- 
mission (FTC), Japan’s antitrust authority, lacks the 
muscle, Its political base is weak, and key manageri- 
al positions are controlled by ministries. 

All this means, says Mr Takenaka, that the grad- 
ualist approach to economic reform gets nowhere in 
Japan. But no matter: gradualism has already given 
way to shock therapy. 


*The OECD Review of Regulatory Reform in Japan, April 1999. 


— a 


about 50 big Japanese firms, and most of the cars 
sold in Japan were built by General Motors and 
Ford. But during the Great Depression the gov- 
ernment introduced a restrictive industrial-licens- 
ing system and drove the foreigners out. 

Ever since, foreign direct investment in Japan 
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has been tiny. Japanese companies have invest- 
ments abroad that equal 6.5% of Japanese cpr, but 
foreign companies’ investments in Japan in 1997 
added up to just 0.6% of Gpp, a small fraction of the 
figure in competitor countries (see chart 3). In the 
past two years, however, there has been a noticeable 
change. Merrill Lynch, Ge Capital, Bosch, Carrefour, 
Cable & Wireless and Renault have all made, or an- 
nounced, high-profile investments in Japan. Last 
year the flow of direct investment doubled. This 
year it may double again. 

The totals are still small by world standards, but, 
as the Oriental Economist’s Mr Katz points out, 
even a modest volume of foreign goods sold into the 
Japanese market can do a lot to encourage price 
competition. When Compaq began shipping cut- 
price computers to Japan in 1992, it captured only 4% 
of the market, but computer prices in Japan. fell 
abruptly by one-third. When Daiei, a supermarket 
retailer, decided in 1994 to import Dutch beer, do- 
mestic beer prices also dropped by one-third. The 
liberalisation of petrol imports in 1996 reduced 
prices by a quarter. 

If foreign companies can make and sell their 
goods and services inside Japan, so much the better. 
Renault, a French car company, has shown one way 
of achieving this. Last March it announced it was 
buying 37% of Japan’s troubled Nissan. Nissan got to 
keep its Japanese president, Yoshikazu Hanawa, but 
it soon became obvious that Carlos Ghosn, Re- 
nault’s former vice-president and now Nissan’s 
chief operating officer, runs the show. Renault plans 
a complete about-turn in Nissan’s parts procure- 
ment, which accounts for more than 60% of the cost 
of manufacturing a car. Like the other big Japanese 
car makers, Nissan buys most parts from its own af- 
filiated keiretsu suppliers, in which it owns stakes. 
Mr Ghosn’s idea is to throw open these purchases to 
competitive tender and halve the total number of 
suppliers. In this way, a big foreign investment in Ja- 
pan’s car industry will also help to shake up suppli- 
er industries, such as car parts and steel. Similar ef- 
fects can be expected from foreign investment in 
telecoms and telecoms equipment, wholesaling and 
retailing and, most of all, in financial services. 

The second part of Japan’s shock therapy con- 
sists of banking reform. Companies in the competi- 
tive, exporting tier of Japan’s dual economy no lon- 
ger rely on bank lending for finance. Like their rivals 
abroad, they get most of their funds from the capital 
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markets. The banks, instead, finance the “welfare” 
industries that survive because they are protected. 
But banking itself is a protected industry in Japan. 
Until Hokkaido-Takushoku Bank’s collapse in No- 
vember 1997, the finance ministry’s “convoy” sys- 
tem limited competition between banks. The 20 des- 
ignated “major” banks were all supposed to sail 
smoothly in the same direction and at the same 
speed, with none allowed to sink. 

For the “welfare” industries this provides an ad- 
ditional layer of protection, in the form of cheap and 
plentiful finance. Such bank loans depend on keiret- 
su relationships, which are formalised through 
cross-shareholdings. As a result, the banks own 
about one-fifth of the stockmarket. 

For Japanese banks, these arrangements have 
sometimes been less than happy. They can count 
the unrealised gains on their shareholdings as equi- 
ty when calculating the amount of capital they must 
hold under international rules. But until last year 
the reverse was also true: losses had to be deducted 
from equity, so the poor performance of the stock- 
market in the 1990s left them dangerously un- 
dercapitalised, at least until the government dished 
out ¥7.5 trillion-worth ($71 billion) of fresh capital 
last March. Their underpriced lending to struggling 
and failing customers in the “welfare” industries, 
meanwhile, has left them with a pile of bad loans 
which may eventually top ¥100 trillion. 

If the banks were to start acting commercially 
and competitively, however, these weaknesses 
could become opportunities for reform of the “wel- 
fare” industries. To improve the quality of their loan 
books, and hence their profits, the banks will have 
to force their customers to restructure. To squeeze 
the most out of their shareholdings, they may start 
to treat them as investments rather than relation- 
ship tools. 

The recently announced merger between Dai- 
Ichi-Kangyo Bank (pxs), Fuji Bank and Industrial 
Bank of Japan (18j) gives an indication of the po- 
tential for change. According to Kathy Matsui of 
Goldman Sachs, the new bank will have more than 
30% of the market in loans to big Japanese compa- 
nies, including construction firms, steel makers, re- 
tailers, oil companies, chemicals manufacturers and 
cement makers, all of them “welfare” industries. 
Four of the five big steel makers, for instance, con- 
sider Fuji, 1Bj or KB their main bank. With ¥9.6 tril- 
lion-worth of cross-held shares, the new bank also 
becomes the biggest investor in Japan’s stockmark- 
et, with a stake of at least 10% in 103 listed compa- 
nies. If it starts to treat these shareholdings different- 
ly from earlier investments, the old keiretsu 
protection will fall away from its borrowers. 

Bureaucracies do not become businesses over- 
night, but the banks’ hitherto slow progress seems to 
be speeding up a little. Fuji, 18; and pKs are planning 
to split their new bank’s business according to the 
customers it serves—corporate banking, retail finan- 
cial services, investment banking and non-banking 
businesses such as asset management. On paper, at 
least, this echoes earlier reforms brought in by Eu- 
rope’s universal banks in response to increased 
competition. Sumitomo Bank and Sakura Bank, 
which announced their intention to merge in Octo- 
ber, will probably split their business into two: 
wholesale and retail banking. Again, this merger 
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may weaken the keiretsu system: Sumitomo Bank 
sits at the centre of the Sumitomo Group, whereas 
Sakura Bank is the main lender for the Mitsui Group. 

Other banks are edging towards specialisation, 
another sign that competition is growing. Sanwa 
Bank, for instance, has been drawing together a col- 
lection of securities houses and insurance compa 
nies to concentrate on retail finance. The merger 
anounced in October between Mitsui Marine & Fire, 
Nippon Fire & Marine and Koa Fire & Marine to 
create Japan's biggest non-life insurer also dispenses 
with old keiretsu loyalties. 

The government's decision in September to sell 
Japan’s nationalised Long-Term Credit Bank (urcs) 
to a foreign consortium led by Ripplewood Hold- 
ings, an American fund manager, adds a little more 
competition to Japanese banking. Ripplewood may 
be planning to turn trcs into an investment bank, 
specialising in distressed debt, corporate finance, 
mergers and acquisitions, and securitisation. LTCB’S 
new managers are unlikely to spare out-of-shape 
borrowers. In return for a loss-sharing agreement 
with the government, Ripplewood has promised to 
maintain loans to existing customers for three years; 
but after that, the management will be free to do 
what it wants. Ripplewood plans to re-list the bank 
on the stockmarket within five years. 

The biggest incentive for Japanese banks to get 
themselves and their customers into shape, though, 
is a deadline in April 2001 which the Japanese media 
call “pay-off”. To prevent runs on banks, the gov- 
ernment has slung a temporary safety net under the 
banking system by guaranteeing all deposits. “Pay- 
off” replaces that guarantee with a partial one, cov 
ering only the first ¥10m ($95,000) of each deposit. 
That will introduce real competition, with the weak- 
est banks likely to lose out. Despite massive lobby 
ing by the banks to postpone the deadline, the gov- 
ernment has so far stuck to its guns. 


Called to account 


The last part of this particular course of shock thera- 
py involves accounting changes as banks and busi- 
nesses move to international standards of book- 
keeping. Until now, Japanese accounting rules al- 
lowed firms to hide their problems instead of facing 
them. In particular, they left companies free not to 
consolidate the finances of some partly owned sub- 
sidiaries with those of the parent. At some firms, 
such as Yamaichi and Nippon Credit, a recently na- 
tionalised bank, these subsidiaries were used to em- 
ploy surplus workers or bury financial losses by us- 
ing off-balance-sheet loan guarantees, a practice 
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Restructure or die 


known as tobashi. Starting with the current fiscal 
year, however, the basis for consolidation is being 
drawn more tightly. This will affect building and 
construction companies in particular, because they 
routinely create affiliates to bury losses. It will also 
hurt car companies such as Mazda and Nissan, be- 
cause many of their loss-making dealerships will be 
included in group accounts for the first time. 

A second important accounting change comes 
into force next year, when companies must begin to 
value their securities holdings at market price rather 
than at book value. This will help to expose the poor 
underlying profitability of their main activities, be- 
cause firms will no longer be able to shore up sag- 
ging profits by selling or revaluing their share- 
holdings. Department-store groups are among the 
worst offenders, but most Japanese companies have 
benefited from such “latent” profits. Since 1993, an 
average of 12% of non-financial companies’ pre-tax 
profits have come from cashing in their securities. 
The new rules not only reduce the attractions of 
holding big blocks of shares, they also stiffen the 
penalties for owning shares for purely sentimental 
reasons. If the share price of a friendly supplier falls, 
for example, his customer's profits will suffer too. 

More competition, less accommodating bank- 
ers, tighter accounting rules: Japanese business will 
have to survive in a much harsher climate. Its pre- 
sent style of management is not well-suited to the 
task. What is needed now is a complete overhaul. 


From squares to pyramids 


ONOSUKE MATSUSHITA'S assorted electrical 

devices have brought happiness to homes 
around the world. At Matsushita Electric Industrial, 
the company he founded, the “House of History” 
museum is devoted to these life-improving gadgets. 
But another of the museum's messages is that the 
late Mr Matsushita was a big thinker, too. And here 
his influence was not entirely for the good. 

Mr Matsushita’s big idea was that good compa- 
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nies prize their workers above all else. For example, 
in 1920 he set up a club for his employees to organise 
sports and social events. When stocks rose during 
the Great Depression, he ran his factories only for 
half-days but kept his employees on full pay. Work- 
ers, according to House-of-History lore, repaid this 
generosity by working beyond the call of duty and 
giving up their holidays. Mr Matsushita liked to ap- 
peal to the “collective wisdom”. Addressing a meet- 





The best hope for 
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Happiness is a Matsushita gadget 





ing of company managers in 1972, he told them: 
“Management based on collective wisdom is man- 
agement by all employees.” 

Japan has taken Mr Matsushita at his word. In 
big companies, decisions generally percolate up 
from the middle or even the bottom rather than be- 
ing handed down from the top. To build consensus, 
Japanese middle managers practise the delicate art 
of nemawashi, a gardening term that means tend- 
ing to the roots. 


Stakeholder capitalism 


Companies run by workers are companies run for 
workers as well. Most Japanese bosses claim to be 
practising stakeholder capitalism, balancing the in- 
terests of customers, suppliers, shareholders and 
workers. But customers and suppliers are usually 
peripheral, and the voice of shareholders is weak: 
cross-shareholdings are used as an anti-takeover de- 
vice. So in some ways big Japanese firms are a work- 
ers’ paradise. Employment is guaranteed for life and 
wages depend on seniority, not ability. 

These three components of Japanese manage- 
ment—stakeholder capitalism, consensus-based de- 
cision-making and a closed labour system of in- 
house unions, lifetime employment and seniority 
wages—were once much admired in America and 
Europe. And with justice: elements of this approach 
worked well. Lifetime employment improved mo- 
rale and justified investment in training; consensus- 
based management fostered co-operation between 
management and workers; and bottom-up deci- 
sion-making allowed companies to make continu- 
ous incremental improvements to their manufac- 
turing process. Toyota workers, for instance, make 
730,000 suggestions every year for improving the 
way the company builds, markets and sells its cars, 
and 98% of them are adopted. 

With hindsight, though, it becomes clear that 
Japanese management worked well only when de- 
mand was growing steadily, year after year—other- 
wise, as Japan has found to its cost, this style of man- 
agement becomes highly dangerous. 

When growth stops or turns down, as it has 
done in Japan, companies must cut expenses, but 
lifetime employment fixes costs. If workers cannot 
be fired, the graduate intake is reduced instead, but 
that may not do the trick. Mitsubishi Corporation, a 






trading company, has cut its yearly graduate intake 
from 200 to 130. Nine out of ten of these graduates, 
the company reckons, will be with the firm for life. 
But even 130 may now be more than it needs. “I 
thought it was right,” says Mitsubishi's chairman, 
Minoru Makihara. “Now, with the development of 
information technology, Pm not so sure.” Cutting 
only the young from the payroll also makes for an 
ageing workforce, so with pay based on seniority, 
costs keep rising. 

With steady market growth, it may be enough 
for a company to do its existing business better rath- 
er than change track. But when markets stop grow- 
ing, companies must find other ways to prosper: 
through mergers and joint ventures with rivals, for 
example, or by shifting plant and labour to more 
profitable areas of business. Such decisions often 
have to be made quickly. But the way Japanese com- 
panies are run is not well suited to making big strate- 
gic decisions at all, let alone making them fast. The 
management structure of a typical American or Eu- 
ropean company, says Till Vestring of Bain, an 
American consultancy, looks like a pyramid. In a 
Japanese firm, by contrast, a small group of execu- 
tives sits on top of a solid, broad block of middle 
managers, from which springs the bureaucratic ail- 
ment called daikigyobyo, or big-company disease. 

Japanese boards reflect these weaknesses. 
Thanks to bottom-up management, board members 
are not expected to make tough decisions. Directors 
get a big office, membership of a golf club and a 
chauffeured limousine as a reward for a lifetime of 
slog through company politics. All directors are in- 
siders. They rise up through the ranks and represent 
their division on the board, which is why boards 
grow with the size of companies. At the biggest 
firms, board tables can seat 50 or more. But even 
boards small enough to make tough decisions avoid 
them. Stakeholder capitalism holds them account- 
able to no one. They bury their financial losses and 
their surplus workers in subsidiaries, hoping that 
the day of reckoning will never come, or at least not 
in their short tenure. It does not always work (see 
box, next page). 


If you pay peanuts... 


Naohiko Abe returned to Japan in November 1997, 
the month Yamaichi fell apart. Mr Abe is an accoun- 
tant by training. He joined Price Waterhouse after 
graduating from Keio University, then switched to 
consulting work, and now works for Towers Perrin, 
an American consultancy. His job in Japan is to 
make Japanese board directors rich. 

Mr Abe says his clients must first decide why 
they are in business. “With no guarantee that every- 
body will grow, each company needs a specific 
strategy,” he says. Most decide their strategy is to in- 
crease the company’s share price, a preference that is 
spreading with the growth of shareholder lawsuits 
in Japan. To encourage executives in their pursuit of 
shareholder value, says Mr Abe, he changes the way 
they pay themselves. 

Directors’ pay in Japan is both low and mostly 
fixed (see chart 4, next page). By using share-option 
plans, Mr Abe ties more of their pay to the compa- 
ny’s share price. Mr Abe has made no effort to mar- 
ket his services, yet he has 20 clients, all of them big 
companies. He even got a call from a bank recently. 
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HAREHOLDER capitalism may be 

the religion of global business, but in 
heretical Japan its high priests have a 
long road ahead. The law is quite clear. 
Japanese directors must act in the best 
interests of their sharehoiders—or else 
account for their actions. But the reality 
is often murkier. One example is the 
hostile takeover of International Digital 
Communications (IDC). 

When pc, a small international tele- 
coms company, tendered for advice on 
its forthcoming sale last year, everyone 
knew that the tender was a bit of the- 
atre. inc was destined to be bought by 
NTT, the former state monopoly, as soon 
as impending government deregulation 
made this possible. 

However, Graham Wallace, the new 
worldwide boss of Cable & Wireless, a 
minority 1pc shareholder, had other 
ideas. He thought toc would make a 
nice fit for his company. Last March Ca- 


reholder power 


ble & Wireless made inc an offer. nrr 
put in a complicated counterbid. After a 
board meeting in April lasting just 20 
minutes, DC's board rejected Cable & 
Wireless in favour of NTT. 

Until then, 1pc’s other minority 
shareholders had kept to Japanese cus- 
tom and stayed silent, but once the 
board had made its decision, their con- 
sciences started to trouble them. With 
Toyota in the lead, they cranked into ac- 
tion. Toyota’s main concern was to make 
sure 1pc workers held on to their jobs. 
Once reassured, it voted for Cable & 
Wireless, which won the day. 

In Japanese financial circles it was 
widely assumed that the government 
was behind that victory, but by and 
large it had kept neutral. The reason 
why Cable & Wireless won, says one 
source, is much simpler. “Individual di- 
rectors came to realise their legal obliga- 
tions,” he says. “They had no defence. 


They simply hoped Cable & Wireless 
would go away.” 

One way or another, Japanese com- 
panies are beginning to understand 
these legal obligations more clearly. 
Since 1993, Japanese shareholders have 
brought more than 1,000 lawsuits 
against compfnies and their directors 
for failing to axend to their duties to- 
wards shareholders, and the numbers 
are still rising. Celebrated cases involve 
bank directors accused of bailing out 
Nippon Credit Bank, a nationalised 
lender, without proper consideration; 
securities companies charged with pay- 
ing off sokaiya (corporate racketeers); 
and bosses of failed jusen (mortgage 
lenders) hauled up for incompetence. 

Last year Japanese companies and 
individual directors paid a record ¥7.4 
billion in premiums to insure them- 
selves against shareholder lawsuits.The 
ruling Liberal Democratic Party has 
come to the directors’ defence. It is pro- 
posing to limit the damages that can be 
awarded against them to two years’ pay. 








“Things are seriously changing,” he says. 

The share-option plans that Mr Abe helps de- 
sign typically add up to $50,000-75,000 a year, he 
says, compared with $2m in America. But they will 
get bigger, he says, because “that is what sharehold- 
ers want.” Already, the options are working as they 
should. Most of Mr Abe’s clients have announced 
restructuring plans this year. Their companies’ share 
prices have risen sharply, and so has the value of the 
directors’ options. 

Boards are getting smaller as well as richer. The 
pioneer is Sony, which cut its board from 38 to 10 in 
1997. The idea was to remove most of the day-to-day 
managers and leave the board free to make the hard 
strategic decisions. Since Sony’s announcement, 
about 200 listed companies have shrunk their 
boards, although not all for the same reasons. Some 
companies see board reform mainly as an opportu- 
nity to cut costs. 


More than one way 

Other companies have kept their boards big, but 
shifted the management decisions elsewhere. Mat- 
sushita is, in effect, run by the firm’s group manage- 
ment committee, which meets once a week. Its four 
permanent members are drawn from the board. De- 
pending on the agenda, other managers are brought 
in to deal with specific items. Before Matsushita set 
up the committee, says Atsushi Murayama, one of 
the four full-time members, new business proposals 
came up through the divisions and were rubber- 
stamped by the board. It all took time. Now anyone 
can bring a project direct to the committee’s secre- 
tariat and get a quick decision. 

At the same time, Matsushita is becoming a little 
less obsessive about hierarchy. Some management 
layers have disappeared. The job title of kacho for 
the samurai platoon sergeant, with its corporate- 
warrior overtones, is becoming less popular, and 
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that of riidaa (group leader), with its suggestion of 
informal teamwork, more so. The mood has become 
so relaxed that some new recruits now even address 
their bosses by their family name rather than by 
their job title. 

Mitsubishi Corporation has also introduced a 
single management committee, formed from the 
heads of the various committees that dominated the 
old consensus-management system. “Under the 
convoy system, market share was established and 
you sat on that,” says Mr Makihara. “The company 
ran itself. That is over. We have to focus our re- 
sources and reallocate our assets. That requires top- 
down management.” 

“Restructuring” in Japanese companies has gen- 
erally meant nothing more than cutting costs. The 
beginnings of management reform in Japan hold - 
out the exciting possibility of real restructuring that 
would allow small, shareholder-driven boards to 
chase competitive advantage, re- 





model their core businesses 
around the demands of their cus- 
tomers, and spin off or close down 
the rest. 

Restructuring to cut costs is cy- 
clical, with the pressure coming 
from outside: falling demand, for 
instance, or a rising yen. Real re- 
structuring is dynamic, unending 
and powered from within. The 
number of Japanese companies 
that have truly adopted this reli- 
gion is still tiny: Sony, Kao, Hoya, 
perhaps a dozen in all. But this 
band is growing, and most boards 
are interested in finding out more 
about its ideas. That alone is a 
huge change in Japan. 

The bad news is that real re- 
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structuring will cause unemployment. Big compa- 
nies are thought to be holding on to 2m-4m people 
in-house who are employed for life but have no real 
job to do. As these companies begin to pay more at- 
tention to their shareholders and less to their em- 
ployees, holding on to so many surplus workers will 
make even less sense, so some will lose their jobs. 
But the biggest shake-out is likely to take place in the 


The microbes get to 


ICHARD FOLSOM has $30m to invest in Japan. 

So far, he has bought into four companies. One 
is a family-run maker of printed-circuit boards in 
Osaka. Mr Folsom’s company, Advantage Partners, 
took the firm out of bankruptcy, recapitalised it, 
brought in one of its partners as chief executive, and 
hired new heads of manufacturing, sales, adminis- 
tration and finance. The manufacturing and sales 
directors both came from big companies. “It’s taken 
us a year to get here,” says Mr Folsom. 

They may not relish the comparison, but inves- 
tors like Advantage Partners are the microbes in a 
healthy economy. They break down dead resources 
and bring them back to life again. In Japan's rigid 
economy, this recycling job has not been getting 
done: capital and labour have 
stayed locked up in sunset indus- 
tries and in established companies. 
But now the microbes are beginning 
to tuck into Japanese business. 

Warburg Pincus, an American 
firm, is the world’s biggest private- 

| equity specialist. It invests $1 billion 

| each year, about half of it outside 

| America. Japan came well down on 
10a) its list of target countries, but last 
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year, says John MacIntosh of the 
company’s Tokyo office, “we finally 
decided Japan was worth some seri- 
ous investment of our time.” 

Meanwhile, Advantage Partners 
is busy marketing its second fund, 
and hopes to raise $300m. Another 
American company, J.H. Whitney, has put together 
a string of Internet-related deals in Japan. Britain’s 3i 
has a joint venture with Industrial Bank of Japan. 
Perhaps half-a-dozen private-equity firms are 
showing serious interest in the Japanese market. 
This year they have raised ¥600 billion ($5.7 billion) 
to invest in Japan (see chart 5)—peanuts compared 
with the $85 billion raised last year for the American 
market, but a fortune by Japan’s standards. 

“Getting this invested will be a hard slog,” says 
Eric Nordin of Bain, a consultancy. Minds do not al- 
ways meet easily. For example, a miti survey earlier 
this year of attitudes to management buy-outs 
(mBos) spread confusion among top Japanese exec- 
utives. Some respondents thought that mgo stood 
for “management by objectives”. 

mBos recycle underused resources of big com- 
panies by selling weak or peripheral units to the 
managers who run them. Yet even those Japanese 
who know what the letters mean prefer to sell their 
businesses to other firms through trade sales rather 
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“welfare” industries, which include some of these 
big companies but also many smaller ones. By some 
estimates, a thorough restructuring of this sector 
could cost 10m jobs. If this is anywhere near correct, 
creating new jobs must become Japan’s top priority. 
There are two ways of doing that: first, getting old 
bits of the economy to grow again, and second, start- 
ing new businesses. 

anv 


work 


than to their managers. That may be because they 
are not under pressure to do what is best for their 
shareholders. Trade sales are usually made to keiret- 
su affiliates, suppliers or customers. The idea is to 
nurture those all-important relationships, not to 
achieve the highest price. Last year Nissho Iwai, a 
trading company, sold its 50% share of NiftyServe, a 
leading Japanese Internet company, to Fujitsu, its 
joint-venture partner. The deal was done, says one 
investment banker, “at a magnitude below the 
open-market price.” Company boards may also 
prefer trade sales because they think their managers 
are incapable of running an independent business. 

The quality of the businesses that big firms are 
willing to spin off can be poor. Loose accounting 
rules encourage companies to use non-consolidated 
affiliates as sinks for financial losses or unwanted 
staff, although new rules will make this harder in fu- 
ture. The Japanese also have a habit of holding on to 
troubled units until it is too late. “The first concern of 
Japanese management is to secure employment 
within the company,” says Atsushi Murayama of 
Matsushita. “When we finally decide to sell, it’s real- 
ly a hopeless business.” 

Like Mr Folsom, some fund managers are trying 
management buy-ins instead. As their name sug- 
gests, buy-ins bring fresh managers to the new busi- 
ness. Thanks to lifetime employment, outside man- 
agers have been hard to find in Japan, but this is 
changing. At one end of the labour market, big com- 
panies have introduced voluntary early-retirement 
programmes. Typically, it is the capable managers 
who volunteer, and recruitment agencies are begin- 
ning to find other jobs for some of them. At the other 
end, there is now a liquid market for scarce skills 
such as multimedia-software engineering, so putting 
together Internet start-ups has become easier. 


Nothing fancy 


Unexpectedly, the foreigners are also turning to 
small companies rather than big ones for their deals. 
John Macintosh says that he finds the most interest- 
ing source of deals to be ordinary small companies 
in ordinary industries, such as retailing and proper- 
ty. The financial aspects of this work can be chal- 
lenging, says Mr MacIntosh, because of the gov- 
ernment’s massive loan-guarantee programme for 
small businesses introduced after the banks re- 
duced their lending to small companies in 1997. As 
an emergency measure last year, this programme 
was extended by ¥20 trillion, bringing total small- 
business loan guarantees outstanding to nearly ¥60 
trillion, or about 12% of total bank lending. This au- 
tumn the programme was increased by another ¥10 
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trillion. Now that the government is shovelling out 
soft loans, says Mr MacIntosh, it is not always easy to 
persuade would-be borrowers to accept the strings 
attached to foreign loans. 

From the investor's point of view, businesses in 
“welfare” industries are an attractive proposition. If 
the better ones can be reworked a little to give them 
an edge—by specialising, discounting or serving 
their customers more attentively—there is plenty of 
opportunity to grow. Japanese property companies, 
for example, tend to be subsidiaries of construction 
firms. They are small, poorly run and provide shod 
dy service, so the scope for improvement is huge. 

For small Japanese companies that cannot get 
hold of government guarantees, these foreign ven- 
ture capitalists offer the hope of a new, more secure 


Who wants to be a 


IMOTHY McCARTHY has been coming to Ja- 

pan regularly since 1978. For most of that time, 
says the former president of Charles Schwab, an 
American stockbroker, Japan’s brightest kids have 
been wanting to join big companies. Not any more. 
At this year’s college reunions, says Mr McCarthy, 
the most admired people have been those who run 
their own businesses. “The big company is no longer 
cool,” he concludes. 

Mr McCarthy is making the most of it. In July he 
opened AdvisorTech in Japan, a business-to-busi- 
ness e-commerce company modelled on his Ameri 
can firm of the same name. AdvisorTech offers sup 
port to independent financial advisers, who use its 
software and its network to tap research on mutual 
funds, hook up with the asset managers who sell 
them, book sales and deal with the back-office ad- 
ministration. 

Mr McCarthy used the promise of share options 
to lure his multimedia-software engineers from big 
Japanese electronics firms. His venture capital came 
from J.H. Whitney and Hambrecht & Quist, two 
American houses that do business in Japan. He al- 
ready has over 100 clients, most of them financial 
planners who have left insurance companies and 
stockbrokers to start their own businesses. “The de- 
ciding factor for me”, says Mr McCarthy, “was 
when, talking to the reps, the third or fourth guy ina 
row said: these clients are my clients. | want my 
name on the business card.” 

Much to its surprise, Japan has discovered a hid- 
den class of would-be entrepreneurs. The classified 
advertising pages of Antore, a new magazine for this 
group of people, are bulging with appeals from 
start-ups in sectors such as the Internet, software 
and other high technology, retailing, and media. 
Some seek money. Others are looking for partners, 
staff and expert advice. Foreign venture-capital 
funds are scouring the country for promising pro- 
jects. Computer shipments are soaring, driven most- 
ly by demand for the Internet. mitt officials talk ex- 
citedly about the coming e-commerce boom (see 
box, next page). A recent book, “Shibuya Econom- 
ics”, by Akira Nishimura and Mamiko Hatsuta, cap- 
tures the mood. Old Japan sits in its solid grey castles 
in Tokyo's eastern business districts of Otemachi, 
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role in the economy. Japan has no Mittelstand, the 
independent small businesses that are such a 
strength of the German economy. Small Japanese 
companies are typically subsidiaries or subcontrac 
tors of big ones. They have no independent market- 
ing, sales or research-and-development depart- 
ments. When big Japanese companies restructure, 
they first tackle their subcontractors, by sourcing 
parts from abroad, sharing components with other 


manufacturers, or cutting down their number of 


suppliers, The ones that are left out in the cold have 
nowhere to go. Since the start of 1997, nearly 50,000 
firms have gone bankrupt in Japan. “In some cases, 
big companies will introduce them to new custom 

ers,” says Hiroshi Kobayashi of Nomura, a stockbro- 
ker. “Usually, they just cut them off.” 


Sarariman ? 


Nihombashi and Marunouchi. New Japan prefers 
the colours of Shibuya and Shinjuku to the west, 
where young Japanese shop and hang out. 

How could this happen in Japan? Everything 
about Japanese business and society is supposed to 
conspire against the entrepreneurial spirit. The cosy 
practices of big, established companies leave no 
room for small firms to grow. They are confined in- 
stead to subcontracting, living off the scraps that the 
big companies toss them. Inside schools and compa 
nies, the negative-marking system deducts points 
for mistakes instead of adding them for achieve- 
ments, which discourages risk-taking. Getting rich 
quick is deemed to be vulgar. Individual success is 
frowned upon. The Japanese think of themselves as 
lacking initiative, creativity and individuality. 

Japanese society, argues Taichi Sakaiya, a novel- 
ist who is now director-general of the Economic 
Planning Agency, is an “industrial monoculture”, 
optimised for mass production. Mass production re- 
quires scale economies, and scale economies require 
standardisation. So everything in Japan—buildings, 
parks, medical services and so on—has been stan- 
dardised by the bureaucracy. The list includes the 


Now it’s cool to have fun 


Japan does have 


some entre- 
preneurs, but they 
could do with far 
more help 
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Japanese themselves: 


In Japanese schools, the less the student knows about the 
subject, the greater the teacher's fervour in teaching it. If the 
student is good at English but at a loss in science, the teach- 
er will give homework in science... When education is stan- 
dardised and homogenous, when student abilities are all 
little round circles, it is easy to sort the circles out by size. 
The system survives unchanged for one single compelling 
reason: it is perfectly suited to a standardised industrial so- 
ciety of mass production.* 


This is all true, and not very encouraging, says 
Kenichi Ohmae, a Japanese management guru. But 
Mr Sakaiya’s Japan lacks one important component: 
drop-outs. Five years ago Mr Ohmae set up a Japa- 
nese school for entrepreneurs, called Attackers. The 
course runs for six months and classes are held after 
work. Each student must come up with an idea for a 
new venture, draft a business plan and present it to 
the rest of the class. The best of the bunch get the 
chance to present their plans to venture capitalists, 
usually the Japanese representatives of American 
private-equity firms. The 1,700 students who have 
graduated from Mr Ohmae’s school between them 
have set up 148 companies, mostly in health care, 
distribution and e-commerce. 

In the beginning, says Mr Ohmae, 70% of his stu- 
dents were being sent by their big-company em- 
ployers. Now those employers have stopped send- 
ing students because they all left after completing 
their course, either to join small firms or to set up 
their own business. “We have no loyal army of com- 
pany men in Japan any more,” he says. “Those who 


**What is Japan?", Kodansha International, 1995. 





know how ta swim are trying to jump off the boat.” | 
The numbers opting out of Mr Sakatya’s indus- | 
trial mass-manufacturing monoculture are large | 


and growing. Every year 110,000 students aged 16-18 | 


drop out of high school. Unemployment among 
men aged 15-24 is 9.7%, more than twice the national 
average. Graduate unemployment is high, too. Some 
of these people want regular jobs but cannot find 
them, because big employers have cut their recruit- 
ment programmes. But others want nothing to do 
with this world of work, with its old-fashioned hier- 
archies and bizarre social etiquette. They work part- 
time in menial jobs, spending their spare time play- 
ing in rock bands, hacking computers or learning a 
language. They are well-educated and keen to im- 
prove themselves. Some of them dream of setting up 
their own businesses. 

Their role models are people like Masahiro Ori- 
guchi, the 38-year-old chief executive of Goodwill 
Group, a human-resources company. Mr Origuchi 
jumped ship from Nissho Iwai, a troubled trading 
company, where during the bubble he imported 
golf-simulator equipment. After a couple of false 
starts running discos, Mr Origuchi set up Goodwill. 
The firm is now expanding into the home-nursing 
market, which should grow quickly when the gov- 
ernment introduces a new insurance scheme next 
year. Goodwill floated on Japan’s over-the-counter 
(orc) market in July. The market capitalisation of 
this four-year-old company is now ¥250 billion. 
Thanks to Mr Origuchi’s liberal use of share options, 
about half of his 156 employees have become seri- 
ously rich. 

Companies like Goodwill are few and far be- 
tween in Japan, and unless things change quickly 
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Costly wiring 


OSHITAKA TOUTS Japanese heart 

is with nt, but his miti bureaucrat’s 
head counsels differently. American 
trade officials want nr to slash its inter- 
connection charges, the payments the 
giant Japanese telecoms company re- 
quires to allow others to use its network. 
NTT’ charges are eight times the equiva- 
lent in America. “We have some sympa- 
thy with the American government,” 
says Mr Toui. “So does the Ministry of 
Post and Telecommunications.” 

The reason is the Internet. Between 
1995 and 1998, according to the Depart- 
ment of Commerce in Washington, pc, 
the information-technology industry 
contributed more than one-third of 
America’s economic growth, most of it 

- fuelled by demand for the Internet and 
other network technologies. Growth- 
starved Japan hopes to bag some rr- 
related growth for itself. mri forecasts 
that rr will create 2.5m new jobs in Ja- 
pan in the next five years (although it 
will also cost 1.6m jobs). By the end of 
that period, it thinks, the Japanese e- 
commerce industry will be worth $130 


billion a year—although relative to the 
size of its economy, that would still 
leave Japan less wired than both Ameri- 
ca and Europe (see chart 6), The trouble 
is that if NTT gets its way, Internet access 
in Japan will cost $100 a month. 

Only 15% of Japanese use the In- 
ternet now, but mitt hopes that in five 
years’ time about one in two people will 
be online. Japan has 40m mobile- 
telephone users, and the latest phones 
provide Internet access as well. The gov- 
ernment also plans to connect every 
Japanese household to a new fibre-optic 
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ills, says Mr Toui. Under Japan's rigid 
budgetary system, finding money for 
new areas of government spending is 
difficult, but emergency budgets are 
more flexible. 

In America, business-to-business e- 
commerce dwarfs the sort done be- 
tween businesses and consumers. MITI 
forecasts that the same will happen in 
Japan, so the trick will be to get Japa- 
nese firms to spend more on 1T. Japan 
may seem an unlikely place for a capi- 
tal-investment boom: everybody says 
there is far too much investment al- 
ready. But at the same time as investing 
too much in some things, Japanese busi- 
nesses have invested far too little in oth- 
ers—for example, in rr. Only 12.5% of 
capital spending in Japan is 11-related, 
compared with 34% in America. 

NTT, for its part, looks beaten. Its 
$100-a-month charge may be high, but 
at least it is a flat rate, which Mr Toui 
says is “epoch-making”. Now that NTT 
has agreed to a flat-rate system, custom- 
ers can easily compare the prices of 
competing services. Already, several dif- 
ferent consortia are promising to start 
up discount services next year. 
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the current crop of entrepreneurs will probably not 
yield many promising companies either. The reason 
is financial. Like Europe, Japan lacks America’s ven- 
ture-capital industry and its public markets for 
growth companies. But Japan is that much further 
behind. Traditionally, money for start-ups has come 
from the family or the local shoko lender which spe- 
cialises in small-business loans. Shoko lenders de- 
mand collateral, and loans are often secured against 
the assets of family members and friends. 


Shark-infested waters 
Japan does have a venture-capital industry, mostly 
based on subsidiaries of securities companies, but it 
is very different from both the American and the 
European varieties. These Japanese venture capital- 
ists invest small amounts in a large number of com- 
panies, says Stephen Church of Analytica Japan, a 
consultancy. They find their “ventures” by cold- 
calling companies from lists provided by the cham- 
bers of commerce. Their investments are passive, 
and their aim is to float their companies in quick or- 
der on the orc market and make their money out of 
the underwriting fees. They bring nothing to the ta- 
ble except money. And their best staff are leaving, to 
join foreign firms setting up in Japan, or to open 
their own boutiques. 

iti hopes to change these habits by setting a 
better example. Last year it persuaded the finance 
ministry to give it ¥10 billion to hand out as venture 
capital of its own. It will consider only companies at 
an early stage in their development, and will invest 
only in equity, using the vehicle of limited partner- 
ships, which the govemment made possible last 
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year. It has recruited a pool of private-sector experts 
to help select investments and provide hands-on 
technical advice. So far, its investments have mostly 
been in information-technology and e-commerce 
firms. It now wants to increase its budget and, much 
less sensibly, procure soft loans for its companies 
from government lenders. 

MITI is also hoping the finance ministry will 
agree this year to its plan for an “angel-tax” system 
which will allow investors to offset losses against in- 
come-tax liabilities. And mit1 wants to jump-start 
the orc market. Without the comfort of an “exit 
strategy” for getting out of their investment, venture 
capitalists are naturally unwilling to put in their 
money in the first place. 

Masayoshi Son, the president of Softbank, a Jap- 
anese Internet company, hopes to create some of the 
infrastructure for an easier exit. Next year, he plans 
to launch Japan Nasdaq, a market modelled on 
America’s Nasdaq stockmarket for growth compa- 
nies. The Tokyo Stock Exchange has beaten Mr Son 
to it by launching a new market for growth compa- 
nies, called Mothers, this month. But Japan needs 
analysts, brokers and investors who specialise in 
growth companies, and that will require a lot of 
education. Until then, there are two choices: either 
list in America, or through the back door, which in- 
volves an unlisted company taking over a defunct 
listed one, then changing its business. But Japanese 
rules require the business of the new company to be 
related to that of the old one. How closely? One re- 
cent back-door listing involved a company that for- 
merly owned ryokan (traditional Japanese inns). It 
is NOW a property investment trust. 

—_ =— | 


A land fit for consumers 


HE holiday crowds are heavy at Hyakuman Bo- 

ruto (“One Million Volts”), a warehouse-style 
electrical-goods retailer on the edge of Fukui, an un- 
exceptional town on Japan’s west coast. A local tele- 
vision crew is interviewing the customers. “This is a 
very energetic company,” says the reporter. “We are 
here to find out the secret of its energy.” 

Hyakuman Boruto’s secret is quite simple: it 
gives its customers what they want. It buys in bulk, 
employs a skeleton sales staff and discounts prices. 
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Sales pitches everywhere, and not a thing we 


Its sister shop, Mr Konsento (“Mr Electrical Socket”), 
repairs televisions and video recorders. Sales staff 
diagnose the complaint with the help of a laptop 
computer, which comes up with a list of likely pro- 
blems and the cost of repair. Hyakuman Boruto has 
been growing quickly, despite the recession. It has 
44 outlets all over Japan. Mr Konsento has 45, with 
another 250 planned. 

Japan looks like a consumer society. Shops fill 
their shelves with all the latest goods. Advertising 
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bombards the senses from televisions, newspapers, 
billboards and train stations. Back in the 1960s Japa- 
nese families acquired the totems of western con- 
sumer culture: fridges, televisions, electric blenders 
and cars. Now they are buying the trappings of the 
rich. Nearly half of the world’s luxury goods are sold 
in Japan, according to Goldman Sachs. Yet for all 
this restless consumption, in one important respect 
Japan is not a consumer society: it has failed to make 
the consumer king. 

Rather, it is a producer’s heaven and a consum- 
er’s purgatory. The iron triangles of businessmen, 
politicians and bureaucrats leave little room for the 
interests of consumers. The worst scandals of the 
19908 all begin and end with this problem. Ministry 
of Health and Welfare officials helped to cover up 
imports of niv-infected 
blood by the drugs compa- 
nies. Finance-ministry bu- 
reaucrats turned a blind eye 
when securities companies 
bailed out their corporate 
clients after the stockmarket 
crashed, but let their small 
investors sink. The bail-out 
of Japan's jusen, or mortgage 
lenders, rescued farmers at 
the expense of taxpayers. 

Government regulations 
are designed to suit the inter- 
ests of producers, not con- 
sumers. In an industrial 
monoculture, producers 
want standardisation, but 
standardisation restricts 
consumer choice. The design 
and construction of Japa- 
nese parks, for instance, is 
tightly regulated. The rules 
govern not only the number 
of trees each park must con- Ba 
tain, but how many of them 
must be small, medium- 
sized and large, and at what density they should be 
planted. That makes parks easy to construct, but it 
also makes them all rather similar. 

In business, the bias towards the producer 
means that firms are allowed to shield themselves 
from competition.This is especially true in the “wel- 
fare” industries, where producers decide on the lev- 
el of supply in consultation with each other, or occa- 
sionally the government, but with little regard to 
demand. Big Japanese firms have become masters at 
high-pressure marketing, using the massive dis- 
tribution power of their keiretsu to force goods on 
pliant customers. This explains Japan’s periodic 
booms in certain “hit products” (recently ukeleles, 
and before that red wine) that are ruthlessly 
plugged by lifestyle magazines working with manu- 
facturers and trading companies. It also explains the 
finance industry’s appalling record in mis-selling le- 
veraged insurance products, equity warrants and 
other dangerous exotica to Japanese housewives. It 
may even help to explain why the Japanese buy a 
new car twice as often as the Americans, And where 
else would a salesman of newspaper subscriptions 
break down in tears when turned away? 

In Japan, companies such as Hyakuman Boruto 





Heavenly VenusFort 


that build their businesses around their customers 
still practice an obscure art, but their success is en- 
couraging others to emulate them. Discount retailers 
such as Deo Deo and Yamada Denki (which sell 
electrical goods) and Megane Top (spectacles) are 
sprouting on the fringes of provincial Japanese 
towns. Japanese banks treat consumers with dis- 
dain. Their purpose is loftier: to channel the nation’s | 
savings to industry, the proper recipient. But the 
younger consumer-loan companies, such as Pro- | 
mise and Acom, are much more down-to-earth. 
They have pioneered innovations such as un- 
manned branches, where customers feed their cred- 
it details into a machine. This avoids the embarrass- 
ment of having to deal with anyone in person (the 
biggest borrowers tend to be sararimen who want 
to conceal their spending 
from their wives). In fact, a 
camera relays the transac- 
tion to the bank’s credit offi- 
cers, so the system is not as 
anonymous as it seems. The 
consumer-loan companies 
are now expanding into oth- 
er areas of personal finance, 
such as credit cards and 
home-equity loans. 

Some smart businesses 
are learning to be more atten- 
tive to the needs of Japanese 
women, who are becoming 
increasingly important as 
consumers. They are marry- 
ing later and living longer, so 
the number of households 
consisting of single women is 
growing. Spending by these 
households is growing by 
nearly 5% a year, according to 
Kathy Matsui of Goldman 
Sachs. Female consumers 
provide healthy pockets of 
demand for luxury goods, 
computers and mobile telephones. 

Masafumi Miyamoto, the founder of Square, the 
software company that makes popular games such 
as the Final Fantasy series, has turned his genius for 
creating virtual worlds to Tokyo's waterfront. Mr Mi- 
yamoto is the man behind VenusFort, a huge shop- 
ping mall that opened in August. At weekends it gets 
120,000 visitors a day, almost all of them women, 
who find its southern European ambience appeal- 
ing. Winding avenues are lined with classical stat- 
ues, arches and fountains. Above it all rises a fake 
sky in which the sun rises and sets every hour. 


The good fight 

The government, too, is beginning to rethink its old 
ways of ordering things. The finance ministry, for in- 
stance, is rewriting Japan's financial-services legisla- 
tion. One of its aims is to strengthen consumers’ 
rights so that people who have been mis-sold sav- 
ings products such as insurance policies and pen- 
sions can take finance firms to court. 

The ministry is reacting to earlier scandals sur- 
rounding the mis-selling of insurance policies that 
had been leveraged through bank loans. When the 
stockmarket collapsed, these policies ruined fam- 
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ilies and drove some people to suicide. Some inves- 
tors did win lawsuits against banks and insurance 
companies, but they had to show that financial 
salesmen had lied to them, which the finance minis- 
try now thinks is too tough a test. It wants to oblige 
salesmen to disclose all the important facts, as well 
as not to lie. 

Separately, the Economic Planning Agency has 
been working on new legislation on consumer con- 
tracts, a project being championed by its director- 
general, Taichi Sakaiya. The legislation will give con- 
sumers the right to declare a contract void; for exam- 
ple, if they can show that improper sales methods 
were used. 

The Housing Loan Corporation, Japan's giant 
state-owned mortgage lender, recently made its 
rules more consumer-friendly. Under the old rules, 
people buying a new house qualified for a 35-year 
mortgage, but those buying a second-hand property 
could get only a 25-year mortgage. That meant a sec- 
ond-hand house had to be at least 30% cheaper to 
make financial sense, says Garry Evans of HSBC, a 
British bank. Not surprisingly, this has boosted new 
housing. The number of housing starts in Japan has 
been about 1.1m a year, against sales of second-hand 
houses of 200,000, and the average Japanese house 
is about half the age of the average American one. 
The new rules have removed the discrimination 
against old houses. 

Yoko Tomiyama, who heads the Consumers’ 
Union of Japan, one of the biggest consumer-lobby 
groups, is wise enough not to get too excited by all 
this. The group has been fighting a lonely battle to 
establish “the sovereignty of the Japanese consum- 
er” for 30 years. “Our consumption in Japan is an in- 
voluntary consumption,” says Ms Tomiyama. “It is 
forced upon us. Our key phrase is: consumer choice 
will change society.” 

Ms Tomiyama has had some successes, such as 
raising awareness of the dangers of dioxin, a pollut- 
ant that has become a huge problem because Japan 
burns plastics in its rubbish. The government's first 
instinct was to deny everything, but it has since ac- 


knowledged the problem and is setting about a 
clean-up. Ms Tomiyama has also wrung changes 
from the antediluvian agriculture ministry, which 
has now set up consumer forums for food safety 
and environmental issues. But Japan still tends to 
mobilise only behind issues that hurt Japanese pro- 
ducers, she says. For example, genetically modified 
foods generated lots of newspaper coverage--but 
that, Ms Tomiyama suspects, was because all the 
producers of such foods are American. 


The customer is king 


All the same, Ms Tomiyama is right: the gradual ele- 
vation of the consumer will change both Japan’s so- 
ciety and the way it does business. The keiretsu sys- 
tem relies on the primacy of the producer. Each of 
the big six corporate groups has a full set of business 
interests, spanning manufacturing, trading and 
banking. As the consumer grows stronger, the keiret- 
su must weaken. Consumers want the best quality, 
and that requires specialised firms, not loose con- 
glomerates. They also want the best price, which 
means bigger businesses than the keiretsu can mus- 
ter. Cross-ketretsu mergers in the banking industry 
are only one example of how the growing impor- 
tance of the customer is weakening old loyalties. The 
same is happening in the insurance, securities and 
oil industries, and may spread into other sectors 
such as steel and property. 

All this makes good business sense too. Even in 
recession, there have been plenty of opportunities 
for firms that know what the customer wants. The 
brightest young companies seem to have a good 
idea of what that might be. Younger families want 
high-quality care for their elderly parents as the ex- 
tended family breaks down. Parents want choice in 
education and health. Housebuyers want efficient 
estate agents and a wider selection of homes. Shop- 
pers want out-of-town discount stores where they 
can drive with their kids. Women want small cars, 
better furniture, e-mail, and financial advisers they 
can trust. Japan is a nation of sleeping consumers. 
One million volts will zap them into life. 
aes | 


The remaking of Japan 


HE evolution of Japanese society is sometimes 

described as “change within continuity”. Com- 
panies and organisations carry on as before, but lay 
new things on top of old ones. This is the key to un- 
derstanding the dual economy. An archaeological 
dig will discover the farmers right at the bottom: tiny 
septuagenarians tending minute rice paddies cut 
from mountainsides. The next layer up are the in- 
dustrialists who led Japan through the 1960s, when 
steel and shipbuilding were the pride of Japan, and 
who behave as though they still live in that decade. 
The bloated conglomerates, for all their talk of slim- 
ming down and investing more wisely, still keep re- 
peating old mistakes. In the top layer, the young 
drop-outs from the industrial monoculture are a 
race apart. Since the mid-1980s, the Japanese have 
called them shiryinrui, the “new human species”. 

This survey has described a new addition to the 
Japanese economy: companies run by entrepre- 
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neurs in their 20s and 30s. They take their ideas from 
America, and know all about venture capital, In- 
ternet start-ups, share options and building busi- 
nesses around their customers’ needs. Some people 
argue that these companies are just the latest addi- 
tion to the dual economy, and that nothing has real- 
ly changed. But in order to work, the dual economy 
needs cross-subsidies, and that system is breaking 
down now that Japan has committed itself to creat- 
ing a competitive banking industry. That is why, ina 
way, the government's huge emergency programme 
of loan guarantees and other direct lending to trou- 
bled industries is a step forward for Japan. Because 
the banks are no longer willing or able to provide 
soft loans for the “welfare” industries, the money 
has to be found by the government, and the cost is 
no longer hidden. 

In the past, the different bits of Japan’s dual 
economy have not competed with each other. In- 
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stead, the faster members have bailed out the slower 
ones. The big exporters used to be the fastest of the 
lot, but they have slowed down and can no longer 
afford to pay. They are shifting more and more of 
their operations abroad. The businesses of the new 
Japan are faster than the exporters, but they are 
even less willing to foot the bill, and even more mo- 
bile if conditions at home prove hostile. 

Unlike earlier additions to the dual economy, 
these businesses will compete with the old Japan. 
They are not so much offering new things but a new 
way of doing old things. The venture capitalists, soft- 
ware engineers and financial planners are leaving 
the big companies and setting up on their own be- 
cause they think their companies are no good at 
serving their customers, and they can do a better job. 

Ata recent conference, Nobuyuki Idei, the presi- 
dent of Sony (an old company that is trying to rein- 
vent itself as a new one), said that the Internet- 
access charge proposed by nt (an out-and-out old- 
timer) was “exorbitant”. Kenichi Ohmae, the man- 
agement guru, thought it was “interesting to watch 
these two companies attack each other—a bit like 
heavyweight boxing.” But the real enemy, says Mr 
Ohmae, is Japan's new businesses: “These ants and 
termites will eat away both of their castles.” 

Manufacturing lies at the heart of old Japan. It 
controls wholesaling, and wholesaling controls re- 
tailing. These semi-feudal keiretsu relationships are 
very Japanese and very costly. But the new retailers 
have the muscle to break the system apart. Deregu- 
lation in the 1990s has allowed them to become big, 
so they can bargain hard with suppliers. They use 1T, 
which provides them with knowledge about their 
customers that the manufacturers would dearly 
love. This knowledge gives them real power. For ex- 
ample, it allows travel agencies such as H.1.s to wring 
discounts out of Japanese airlines. 

MITI is betting that e-commerce will loosen kei- 
retsu. ties further as Japanese manufacturers build 
supply-management and production networks 
with companies the world over. Last year the gov- 
ernment helped to launch several business-to-busi- 
ness e-commerce pilot projects, including a data net- 
work for the car industry that miti hopes will help 
to break down keiretsu-based parts procurement. 
Foreigners are part of this new Japan, and the 








Open up, signalled Commodore Perry’s black ships 


government’s encouragement of more foreign in- 
vestment will speed change. Some people think this 
just another ploy to maintain the government's ba- 
sic policy of preserving national autonomy, which 
has remained unchanged since the day in 1853 when 
Commodore Matthew Perry anchored his black 
ships at the mouth of Edo (now Tokyo) bay. Banking 
reform, according to this view, began in the 
mid-1980s, when a group of young turks from the 
Bank of Japan and the finance ministry concluded 
that the industry must consolidate intoa handful of 
national champions to compete with the West. Ja- 
pan’s “big bang” financial reform is not a true open- 
ing up, it is argued, but a means to an end: some for- 
eign competition is necessary to shape the national 
champions. Yet once unleashed, competition will be 
governed by its own logic, whatever the reasons for 
introducing it. Cosy relationships will break down 
as companies place their business dealings on a 
commercial basis. Suppliers will have to compete for 
business. Wholesale distributors must consolidate 
or perish. 

Perhaps the Japanese are not ready for the end 
of their particular form of welfare state. Certainly 
the social safety net is inadequate, not least because 
the “welfare” industries have traditionally absorbed 
unemployment. The government's recent extension 
of unemployment insurance is a step in the right di- 
rection. Some people also argue that the Japanese 
will not tolerate the inequality that a more competi- 
tive society would bring. But that, says Heizo Tak- 
enaka of Keio University, is more a reflection of the 
past than the present. Recent studies suggest that in- 
come inequality in Japan is nearing American levels. 
“By and large, Japan is not a very egalitarian country 
any more,” says Mr Takenaka. “The Japanese attach- 
ment to equality is sentimental and illusory.” There 
was barely a murmur of protest last year when the 
government lowered the top rate of income tax from 
65% to 50%. 

That leaves the question of speed. Most of the 
changes this survey has described—an opening up 
to the outside world, a banking shake-out, a shift to 
shareholder capitalism, the decline of the big com- 
pany—are only just beginning. The Japanese have 
been conditioned to fear isolation from the group. 
People all over Japan dutifully observe rules that no 
longer have any purpose, and perhaps never did. 
Yet when change does come, it comes very quickly 
because everybody embraces it at the same time. 

The Tokugawa shoguns ruled Japan for two- 
and-a-half centuries. During that time, they prac- 
tised the most extreme form of feudalism Japan has 
known. Everyone was ranked according to caste. 
The caste system segregated people by codes of 
dress, the way they built their houses and what they 
ate, Tokugawa’s bureaucrats ordered and regulated 
private and public lives down to the finest detail. 
Then, in the spring of 1868, two obscure samurai 
clans put a 16-year-old on the throne and declared 
Emperor Meiji the new ruler of a new Japan. The To- 
kugawa state, which until then had seemed so 
strong and so impervious to change, turned out to be 
brittle and hollow. Within ten years, feudal society 
had shattered and Japan had been opened to the 
West. Ten years seem a reasonable time for modern 
Japan to remake itself. 
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Nippon Steel Perspectives 


ECO-PRODUCTS 


Steel Takes an Eco-friendly Shape 





he key to corporate survival 
is to conduct business opera- 
tions mindful ef the need to pre- 
serve the global environment and 
to gain society’s trast regarding 
these undertakings. Seeking to build 
-a society capable of susta 
velopment with minimal bi 
the environment, Nipp 
“extends its wide-ranging ope 
< based on the following three | 
- dames ici 
<e To contri 
an environmental 
ciety 
© To reduce environmental bu 
at every level of corporate. 
eration 
¢ To implement, from 
tional perspective, 
at environmental protection on 
a global scale 






< Nippon Steel Environmental 

~ Report 

Heretofore, Nippon Steel an- 
nounced its environment-protec- 
tive achievements individually as 
they arose. However, the Environ- 
ment Management Committee, 
established in April 1998, decided 
to publicize these achievements in 
its “Nippon Steel Environmental 
Report,” the 1998 version of which 
© was published in November 1998. 
-This is the first comprehensive re- 
port of its kind published by any 
firm within the Japanese steel in- 
dustry. The report was compiled 
in accordance with the environ- 
mental performance criteria of the 
United Nations Environment 
- Programme. 

The report covers the endeav- 
© ors directed by Nippon Steel to- 
ward both environmental protec- 
= tion and future targets — measures 
for global environment protection 
and realization of a recycling-ori- 


ented society, and to lessen envi- 
ronmental burdens and introduc- 
tion of steel products conducive 























s are used in a broad 
ipplications, in particular 
nsumer products as home 
es anid automobiles, as 
erformance materials that are 
3, durable and resistant to heat 
and corrosion. Steel sheets, more- 
over, have excellent recyclability. 
The reason that steel is called an 


eco-material is that it possesses a 









wealth of these 
and other 
properties not 
found in other 
materials. 

Anticipat- 
ing the cur- "mem, 
rent trend, Nippon 
Steel has brought to market envi- 
ronmentally sound steel sheets 
which promote Earth-friendly 
product manufacturing at end us- 
ers — steel sheets that support the 
material procurement of the envi- 
ronment-protection priority type, 
“green” procurement, which steel 
users are calling for. Application 
of these steel sheets brings about 
environmental-protective merits to 
users’ products and manufacturing 
plants — extended service life, im- 
proved performances and reduc- 
tion of wastes that burden the en- 
vironment, and elimination of 
secondary processing. 


| Variegated Line-up of Steel Sheets Available from 
| Nippon Steel for Eco-friendly Product Manufacturing 


Eco-friendly proposal from Nippon Steel Eco-friendly steel sheets available from Nippon Steel 


Elimination of degreasing after press forming 


pressure operation of compressors, 
ved automobile fuel efficiency, lighter- 
weight products through reduced member. 
thickness 


Downsizing and energy saving of electric 
machines 


Chromiunt-tree surface treatment 


Lead-free surface treatment but 
. good soldering property 


Elimination of coating process, - 
energy Saving, coaling-free use - 





Lubricative coated sheet 
Light-coating type iubricative coated 
sheet with excellent conductivity 


High-strength sheet 


Grain-oriented electrical sheet 
Nonoriented electrical sheet 


Chromium-free treated electrogalvanized 
sheet ZINKOTE 21 


Chromium-free treated hot-dip 
galvanized sheet DURGRIP 21 


Three-layer coated sheet 
Sn-Zn coated sheet 
Precoated sheet VIEWKOTE 


Zinc/nickel alloy-coated 
sheet DURZINKLITE-BLACK 


Hot-dip zinc/aluminum alloy-coated sheet | 
GALVALUME STEEL SHEET 


Precoated decorative sheet ELLIOSHEET 


High-temperature high-strength hot-dip 
galvanized sheet 


Vibration-damping sheet NITTETSUVIBLESS 
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vironmental Considerations 


Deep Insights into Product Life Cycle from Production to Recycling 


E Chromium-free surface treat- 
ment: ZINKOTE 21 
Conventionally, galvanized steel sheet is 
given chromate surface treatment to im- 
prove corrosion resistance. In contrast to 
this, electrogalvanized sheet ZINKOTE 
21 is produced by a special surface treat- 
ment without the use of chromium or 
other environmentally harmful substances. 
Despite this, its corrosion resistance is ex- 
cellent in both flat and formed portions. 
Nippon Steel began the development of 
ZINKOTE 21 about five years ago. In 
fact, research and developed presented 
many technical hurdles. These were over- 
come by the expertise of Nippon Steel’s 
researchers who have deep and wide 


knowledge of surface-treatment technol- 
ogy. ZINKOTE 21 is already being used 
by a major home apphance maker in Ja- 
pan fori 


s video-cassette recorders. 





@ High noise-damping capabil- 
ity and elimination of envi- 
ronmentally harmful sub- 
stances: NITTETSUVIBLESS 

Vibration-damping steel sheet 

NITTETSUVIBLESS has found increas- 

ing applications in home electric appli- 

ances, automobile parts and building 
structural members. NITTETSU- 

VIBLESS does not require rubber attach- 

ment commonly applied for parts requir- 

ing vibration-damping performance and 
further treatment of edges and use of or- 
ganic adhesive agents are not required. 

On top of this, the resin used for 

NITTETSUVIBLESS for vibration 

damping can be treated as general steel 

scrap, as it does not generate harmful gases 


during incineration. 





Typical Eco-friendly 





E Lead-free surface treatment: 
Triple-layer coated and tin- 
zinc coated steel sheets 

Domestic appliance makers are promot- 

ing the lead-free manufacturing system 

in order to supply products without en- 
vironmentally harmtul lead. On the other 
hand lead facilitates the soldering of steel 
sheets. Accordingly, Nippon Steel has in- 
troduced eco-friendly triple-layer and tin- 
zine coated highly conductive steel sheets 
that avoid lead in their surface treatment. 

An additional advantage is their ease of 

recycling because the scrap contains no 

lead. Their major applications include liq- 
uid crystal display frames, shielding cases 
and light-touch switches. 





@ Energy and resources saving 
through reduction of product 
member thickness: High- 
strength steel sheets 

Weight can be saved where products are 


made of thinner-gauge high-strength steel 
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sheets. This system leads to greater sav- © 
ings in energy and material resources, 
Nippon Steel has a wide range of high- 
strength steel sheets that can accurately 
meet the users’ specific applications. This 
line-up includes the SANC series for 
bending and other general forming, the 
SAFC-R series tor drawing, the SAFC- 
E series for deep drawing and the SAFC- » 
D series of dual-phase, low yield point 
type for drawing, 


E Elimination of coating pro- 
cess at users’ plants: 
VIEWKOTE 

VIEWKOTE is a precoated steel sheet. 
The product is precoated at Nippon Steel's 
plants using Nippon Steels proprietary, 
advanced technologies. VIEWKOTE of- 
fers stable quality and excellent coating 
film performance, and outstandingly 
smooth and attractive surfaces. These 
precoated sheets are widely used for home 
electric apphances. At users’ plants, 
precoated VIEW KOTE obviates the coat- 
ing process and associated pollution prob- 
lems, and improves the working environ- 
ment as well. 
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hat better gifts to yourself or others than 
The Economist Diaries. Whether you choose the 
esk Diary or a portable alternative they are 
he solution to time management that provides 
oth practicality and style. 

~ With over 170 pages of information and 
“maps, The Economist Desk Diary can be relied 
pon to give you the facts and figures you need. 
“World-wide data on topics such as finance, 
rade, politics and travel sits alongside an 
tensive map section featuring street 
ans of the major city centres and a 

_ comprehensive atlas. All information 

š clearly indexed, giving a quick 
iid easy point of reference for any 
international business executive. 

Its practical value, however, is only half of the 
appeal of our Desk Diary ~ to many, the 
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bound in finest leather, the diary can be 
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< The Economist Wallet Diary and our slimmer 
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our Desk Diary for when you are out of 
the office. In week-to-view formats, both are 
bound in fine leather and feature selected 
information sections. 

If you would like to stay informed throughout 


esk Diary: 
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BRITAIN 


A tangled web 


Lord Archer has been brought down by the revelation that he fabricated an 
alibi for possible use in his successful 1987 libel action against the Daily Star. 
Here Adam Raphael, a witness in the case, who now works at The Economist, 
argues that justice was not done in the trial 


66™PHE trouble with Jeffrey is that he is an 

accident waiting to happen.” Lord Ar- 
cher’s capacity to shoot himself in the foot 
has often been remarked on by close col- 
leagues, But after his admission that he solic- 
ited the fabrication of false evidence, he is 
more deeply in the mire than ever. The Con- 
servative leader, William Hague, has ordered 
an investigation into his conduct. He has had 
to step down as the Conservative candidate 
for London’s mayoral elections. He has had 
the party whip withdrawn. And he faces ex- 
pulsion from the party he has worked for all 
his life. 

His downfall is due in large part to his 
propensity to lie his way out of personal dif- 
ficulties. Three times he has been forced to 
resign from political office. But the latest dis- 
closure by Ted Francis, a television producer, 
that Lord Archer asked him to provide a false 
alibi, is telling evidence. 

To win his libel trial against the Star, Lord 
(then plain Jeffrey) Archer was prepared to 





Monica Coghlan in 1987 
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construct false evidence; he sought to influ- 
ence witnesses to change their evidence, and 
he repeatedly changed his story under oath. 
And he lied at one important point during 
the trial, and prevaricated at many others. 

In particular there are six points he has 
not yet explained: 
+ Why did he not tell the court that he pre- 
pared two separate lists of alibi witnesses, an 
“a” anda “B” list? 
e Whydid heattempttosubom my evidence 
by suggesting that I should forget our previ- 
ous conversation? 
e Why did he deny his conversations with 
me, and with Rupert Morris of Sunday To- 
day, in which he admitted that he had met 
Monica Coghlan, a Mayfair prostitute? 
e Why did he lead the court to believe that 
his marriage was happy when he actually 
had a long-term extra-marital relationship? 
eWhy did he keep changing his evidence 
about the timing of when he first learnt there 
was a story about him and a prostitute circu- 
lating around Fleet Street? 
s Finally, why was his story about how the 
pay-off to Ms Coghlan at Victoria Station 
was arranged, challenged by the very person 
who made the payment? 


Quitea story 

Mr Archer first sued the News of the World, 
after it published an article on October 26th 
1986 saying that he had paid £2,000 toa pros- 
titute. The story was based on tape-recorded 
phone conversations between him and Ms 
Coghlan, in which he agreed to pay her to go 
abroad. A few days later, the Star went even 
further, alleging that Jeffrey Archer was lying 
about his relationship with the prostitute, 
which is why he chose to take the Star to 
court first. 

Alibi evidence would play an important 
part in the Star trial. The Star was unsure 
which day his tryst with Ms Coghlan was al- 
leged to have occurred. Mr Archer therefore 
had ready two different sets of alibi witness- 
es to cover the different nights. His then per- 
sonal assistant, Angie Peppiatt, told me 
shortly after the trial that Mr Archer had pre- 





A new twist for Lord Archer 


pared two lists of witnesses, an “a” list for 
the night of Monday September 8th, 1986 
anda “Bs” list for the following night. 

The trial eventually centred on the night 
of Monday the 8th. In court, Mr Archer's alibi 
was that he had dined with his literary edi- 
tor, Richard Cohen and Mr Cohen's wife, 
Caroline, at the Caprice restaurant in St 
James’s. When the Cohens left at 10.30pm, 
Lord Archer claims he began to “table-hop” 
and ended up driving Terence Baker, his the- 
atrical agent, to Mr Baker's home in south 
London in his light grey Daimler, arriving 
about 1.15am. This was crucial evidence be- 
cause it provided Mr Archer with an alibi for 
the period in which he was alleged to have 
been with Ms Coghlan around midnight. 

Ironically, Jeffrey Archer has now been 
tripped up by the unused alibi he had con- 
structed for the subsequent night—Tuesday 
the 9th. Ted Francis, a television producer 
and old associate, says that he was asked by 
Mr Archer to write a letter to his solicitor, 
Lord Mishcon, to confirm that the two men 
had had dinner together that evening. Mr 
Francis now says that that was untrue, but 
claims he wentalong with constructing a bo- 
gus alibi only to help cover up for a romantic 
dinner which Jeffrey Archer said he wanted 
toconceal from his wife. 

Lord Archer's explanation is similar. He 
says that he had asked Mr Francis to cover 
for him because he was dining with a female 
friend, Andrina Colquhoun. But even this 
new tale raises questions. 

His association with Ms Colquhoun, 
now married to a businessman, was a staple 
of gossip columns in the early 1980s. She 
drove around London in a amw with num- 
berplates Any 1, which were given to her by 
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An unconventional couple 


him. What was the point in covering up a re- 
lationship which was already in the public 
domain? But Ms Colquhoun is an old friend 
whois unlikely to dispute anything Lord Ar- 
cher says. It is possible that he did indeed 
dine with her that night. But it is also possible 
that the story conceals an even more awk- 
ward dining partner for September 9th. 

In the course of researching a book, 
“Grotesque Libels”, about the Archer trial, I 
was shown a diary entry kept by David Fab- 
er, then Jeffrey Archer's political aide and 
now Conservative mp for Westbury. This di- 
ary, Mr Archer's office diary, was not dis- 
closed at the trial, so there were no questions 
about it. But it indicated that the Tory deputy 
chairman had, in fact, arranged to dine with 
Terence Baker on Tuesday the 9th at Sambu- 
ca restaurant in Chelsea. Mr Baker eventual- 
ly served as his key alibi for the previous 
night, the 8th. 

Whether the dinner with Terence Baker 
on Tuesday the 9th ever took place is not 
known. Mr Faber says he does not remem- 
ber anything about it, and the restaurant's 
records no longer exist. But if the dinner did 
take place as the diary indicated, then it sug- 
gests either that Lord Archer spent two suc- 
cessive evenings in the company of a man he 
told the jury he rarely saw; or that he did not 
in fact see Mr Baker on Monday the 8th at the 
Caprice—which would have implications 
for his alibi. 

Terence Baker was cross-examined as to 
how he could be so sure that he had met Jef- 
frey Archer on Monday September 8th—he 
had no record of a bill, no cheque stub, nor 
diary entry or credit-card voucher to con- 
firm that he had been at the Caprice that 
night. He replied: “I just know.” Pressed fur- 
ther about when he next saw Jeffrey Archer, 
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he replied: “I cannot honestly remember, 
sometime later, a few months later I think.” 
That answer also appears to contradict the 
diary entry and raises the question whether 
Baker may have lied or was confused about 
his dates. In the trial Terence Baker and Jef- 
frey Archer also gave different accounts of 
when and how they had first discussed 
whether Baker could provide an alibi. Un- 
fortunately, itis not possible to question Bak- 
er further because he is now dead. 

Lord Archer's other difficulty is that the 
details of his alibi for Monday September 8th 
only surfaced in the course of the trial. In the 
week immediately after the News of the 
World story on October 26th, he gave differ- 
ing versions of where he was that night. Tony 
Dawe of the Daily Express reported him as 
claiming he had been at “a function with 40 
other people.” Nicholas Constable of Today 
reported him as saying he had been at “a 
meeting with 50 other people.” Alan Coch- 
rane of the Mail on Sunday reported him as 
saying that he was at “a function attended by 
almost 50 people.” Under cross-examina- 
tion, however, Jeffrey Archer denied flatly 
that he had said this. The implication that 
the Star’s counsel, Michael Hill oc, repeat- 
edly put to the jury was that Jeffrey Archer 
had considerable difficulty in constructing 
an alibi and was unsure in the immediate af- 
termath of the News of the World’s story 
what to say about his whereabouts on Sep- 
tember 8th. 

The area where Jeffrey Archer lied, tomy 
knowledge, is in his repeated denials that he 
told me that he had met Monica Coghlan. At 
the time I was the Observer's political editor. 
Shortly before the first editions appeared 
around 7pm on Saturday October 25th 1986, I 
heard about the News of the World story and 


immediately rang Mr Archer at his home in 
Grantchester. | knew him well: a political 
Walter Mitty, he was nevertheless amusing 
and was a generous host. When I spoke to 
him, he sounded upset, and complained 
that he had been set up by the News of the 
World. He insisted that he must not be 
quoted directly but confirmed that he would 
be resigning from his post as deputy chair- 
man of the Conservative Party. In response 
to a direct question he then said that he had 
met Ms Coghlan only once “very casually six 
months ago”. At the time, I thought little 
about this admission, attributing it to 
“friends” in my story. The next day, the Ob- 
server published my story under the head- 
line: “Archer to quit over call girl.” An almost 
identical story to mine appeared in another 
Sunday paper. The political editor of the 
now defunct Sunday Today, Rupert Morris, 
had also talked to Jeffrey Archer. 

But less than 24 hours later, after consult- 
ing his solicitor, Jeffrey Archer changed his 
story. “I have never—I repeat never—met 
Monica Coghlan nor have I ever had any as- 
sociation of any kind with a prostitute.” He 
said that the only reason he had offered to 
pay Ms Coghlan money was to enable her 
“to go abroad for a short period” so as to 
avoid publicity which “would be extremely 
harmful to me”. 

With the action against the Star setdown 
for an early trial, the paper’s lawyers, Lovell 
White and King, wanted to know the source 
of my story—in particular who had told me 
that Jeffrey Archer had met Monica Cogh- 
lan. I refused to breach my promise to Mr Ar- 
cher that I would not reveal him as my 
source. I was then subpoenaed. This exposed 
me to contempt-of-court proceedings. Jef- 
frey Archer knew of my dilemma because I 
was careful to keep him informed. But he 
kept reassuring me that the case would settle 
before it got to court. Two weeks before the 
trial began, I rang him again. I had heard that 
he proposed to give evidence about our con- 
versation and I wanted to warn him that if 
he did so and gave a false version of what 
had been said, I would not feel bound by the 
confidentiality of our conversation. Mr Ar- 
cher huffed and puffed and urged me to re- 
consider or at least to say that I could not re- 
member the conversation with him in detail. 
I replied that that was impossible and that 1 
would have to tell the truth. But I urged him: 
“For goodness sake, Jeffrey. Please settle. The 
last thing I want to dois give evidence against 
you. This case can’t do you any good.” The 
call ended with yet more reassurances from 
Jeffrey Archer that the case would settle on 
the steps of the court. 

During the trial, Mr Archer repeatedly 
denied that he had told me or Rupert Morris 
that he had met Ms Coghlan. But he told the 
jury that he couldn’t remember precisely 
what he had said to either of us. In an at- 
tempt to make this memory failure more 
credible, he told the jury that he had been 
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rung up by 40 to 60journalistson the night of 
Saturday October 25th: “I made clear to ev- 
ery one of them that I had never met this girl 
and that I never had a sexual relationship 
with her. Isaid it again, and again and again.” 
Jeffrey Archer's claim that he was rung by 40 
to 60 journalists that night is highly ques- 
tionable. The information about the News of 
the World story on the night of publication 
was known to only a handful of Sunday pa- 
per journalists. The copy the next day sug- 
gests that fewer than half a dozen journalists 
actually spoke to him that night. It may also 
be significant that Jeffrey Archer made noat- 
tempt toask for corrections in the stories that 
appeared in the Observer and Sunday To- 
day saying that he had met Ms Coghlan. In 
his summing up the trial judge, Bernard 
Caulfield, described me as “a thorn in Ar- 
cher’s side”, but the jury clearly decided that 
this was one thorn which could be ignored. 


Questions of fragrance 


Another area where a false impression was 
given to the court was the idea that the Ar- 
cher marriage was such a conventionally 
happy one that he had no need of extra-mar- 
ital adventures. His counsel, Robert 
(now Lord) Alexander*, described 
him as “a very happily married man” 
in his closing speech, a view that the 
judge heartily endorsed in his sum- 
ming up. “Remember Mrs Archer in 
the witness box. Your vision of her 
probably will never disappear. Has 
she elegance? Has she fragrance?” The 
judge clearly had no doubts: living 
with such a vision, he said, how could 
Jeffrey Archer possibly be “in need of 
cold, unloving, rubber-insulated sex 
in a seedy hotel?” But the truth was 
rather different. Many people both in 
London and Cambridge knew that 
Jeffrey and Mary Archer lived sepa- 
rate lives. The relationship had come 
under particular strain because of his 
long friendship with Andrina Colqu- 
houn. 

The jury mustalso have been con- 
fused by the conflicting accounts that 
Jeffrey Archer gave during the trial as 
to when he had first heard about 
newspapers’ inquiries into his rela- 
tionship with a prostitute. The timing 
of what he knew when was critical, 
because his case was that Ms Cogh- 
lan’s first call to him on September 
25th 1986 had come as a complete 
shock. In that call she appealed for 
help, claiming that she had had to go into 
hiding to avoid awkward questions linking 
her to him. During his examination-in-chief, 
Jeffrey Archer first stated flatly that he knew 
nothing about any scandal circulating about 
him until a month after this phone call. But 
under cross-examination, he proceeded to 
obfuscate, giving no fewer than 27 different 
versions of the timing. He first said that he 
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could not remember when he first heard 
there was a story circulating about him. Next 
he conceded that he might have been told 
something at the Conservative Party confer- 
ence which began on October 7th. Later in 
his cross-examination, Jeffrey Archer 
changed his story yet again. He said he learnt 
about the scandal “just before the party con- 
ference or just after.” Finally he admitted 
that he was told something by Peter Jay, then 
of the Daily Mirror, around October 2nd. 

Jeffrey Archer's claim that he knew 
nothing of the scandal circulating about him 
before Ms Coghlan’s first phone call is flatly 
contradicted by the evidence of David 
Montgomery, then editor of the News of the 
World. He told the court that Jeffrey Archer 
telephoned twice before September 25th, 
wanting to know whether the paper was go- 
ing tocarry “a dirty story” about him. The pa- 
per’s political correspondent, Grania Forbes, 
said that Mr Archer appeared well aware 
that a scandal was about to break when they 
had lunch on the first day of the Tory party 
conference. According to her there wasa live- 
ly discussion at this lunch about which pa- 
per was going to break the story first. 











Ennobled, embattled 


There is also additional evidence that 
was not heard at the trial, which suggests 
that Mr Archer knew even earlier thata scan- 
dal was circulating. Paul Halloran, a free- 
lance journalist working for Private Eye, was 
told about the story by Aziz Kurtha, an Asian 
solicitor, on September 9th. Mr Halloran, 
who promptly introduced Mr Kurtha to the 
Newsof the World, also told the Mailon Sun- 
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day's deputy editor, Sue Douglas, about the 
tale. Within hours the story was around Fleet 
Street. The then editor of the Mail on Sun- 
day, Stewart Steven, Mr Archer's closest jour- 
nalist friend, would probably have told him 
about it as soon as he heard. Michael Dobbs, 
former deputy chairman of the Conserva- 
tive Party, gives support for this version of 
the timing. He rang Jeffrey Archer on about 
September 2oth to warn him that a sex scan- 
dal involving him was being touted around 
Fleet Street. He said that Jeffrey clearly knew 
all about it because he responded by saying 
that he had consulted with his lawyers and 
had the situation under control. Mr Archer 
obfuscated and prevaricated about the tim- 
ing because he had to maintain a front of in- 
nocence. If he admitted he knew a great deal 
about what was being touted around Fleet 
Street before Ms Coghlan’s first phone call, 
his claim to be surprised by her first call 
would have been badly weakened. 

The final area where Jeffrey Archer's evi- 
dence is disputed is his account of how he ar- 
ranged for Michael Stacpoole, his long-time 
associate, to pay £2,000 in £50 notes to Ms 
Coghlan at Victoria Station. Jeffrey Archer 
insisted in his evidence that, when he 
spoke to Ms Coghlan on October 23rd 
urging her to go abroad, he had not 
pre-arranged a pay-off. But according 
to Mr Stacpoole, this is untrue. He says 
that Mr Archer arranged the payment 
with him about 5.30pm that after- 
noon, several hours before Monica 
phoned Jeffrey Archer at his flat that 
evening. Mr Stacpoole alsoclaims that 
Mr Archer paid for him to go to Paris, 
so that he would be out of the way 
during the trial. 

Many of the details of the trial 
have now passed into history, not 
least the judge's extraordinary sum- 
ming up. At the time, however, the 
board of Express Newspapers, own- 
ers of the Star, decided the risks and 
costs of an appeal were too great. In 
the light of the new evidence, the new 
owners of the paper, United News 
and Media, have decided to seek ad- 
vice on a retrial as well as demanding 
the return of the £500,000 damages 
they paid—plus costs plus interest— 
more than £3m in total. A member of 
the jury in the original trial has now 
come forward to say that she feels that 
she was “hoodwinked”. 

This is clearly a story that has 
some way to run. Whatever the out- 
come, I shall always remember the Jeffrey 
Archer libel trial for its fragrance. In what 
passed for a Fleet Street joke, a transcript of 
the case given to me by the editor of the Star 
was wrapped ina very old kipper. 


a | 








*Lord Alexander is now a trustee of The Economist. He has 
not been consulted for this article. 
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A prophet is not without honour (etc) 


HY does Tony Blair, of all the world’s leaders, sometimes 

sound so peevish? He has, after all, just benefited from two 
divine strokes of luck. This time last week he was in deep political 
trouble for having tried and failed to stop Ken Livingstone, a dan- 
gerously independent Labour mp, from being put on the party’s 
shortlist for London mayor. Then came manna from heaven: un- 
confined national rejoicing in the startling news that the prime 
minister’s wife, at 45, was once again pregnant. This was followed 
in short order by unconfined national rejoicing in the (rather less) 
startling news that Lord Archer, the Tories’ roguish mayoral candi- 
date, had concocted a false alibi for a libel trial 12 years ago and was 
quitting in disgrace, leaving the Conservative Party in disarray. 

A prime minister who enjoys 
luck of this sort ought to do the de- 
cent, dignified thing: that is, drop 
humbly to his knees, grovel a bit, 
and thank the blessed fates for smil- 
ing on his cause. Instead of which, 
Mr Blair, hot-foot from starring in a 
weekend seminar of “progressive” 
world leaders at the Palazzo Vecchio 
in Florence, pitched up at a banquet 
in the City of London on November 
2and in a sulk. It was “very frustrat- 
ing”, he said, that Britain was “at the 
forefront of the debate about new 
ideas in modern progressive poli- 
tics”, that there was “a real interest 
in Britain abroad today”, and yet 
“here in Britain there is very little 
sense that a major debate about po- 
litical ideas is going on, let alone that 
we are at the forefront of it.” 

This complaint is not unheard 
of among politicians, though Mr 
Blair is experiencing the symptoms 
earlier than most. If there were a 
medical dictionary of political 
symptoms, it would be listed as “A 
Prophet is Without Honour in His 
Own Country Syndrome”. Two par- 
ticular things irritate the prime min- 
ister. The first is that the mob at 
home does not pay the same rapt attention to his theory of the 
“third way” as do the likes of Bill Clinton, Fernando Henrique Car- 
doso, Gerhard Schröder, Lionel Jospin and Massimo D'Alema in 
congenial settings such as the Palazzo Vecchio. How is it, Mr Blair 
muses, that the presidents of the United States and Brazil, the Ger- 
man chancellor, and the prime ministers of France and Italy, are 
willing to lionise Mr Blair for his special contribution to what the 
Florence crowd called “progressive governance”, whereas the Brit- 
ish press scarcely reports the event? And, connected with this, why 
do so few Britons accept that under Mr Blair’s leadership the Un- 
ited Kingdom has a newly “pivotal” power in the world as “a 
leader in ideas and influence” at “the crux of the alliances and in- 
ternational politics which shape the world and its future”? 

Oh dear. It is awkward when prime ministers pose questions 
like these, because truthful answers are in danger of sounding neg- 
ative, even rude. Perhaps Mr Blair means his questions to be rhe- 
torical. But since he also challenges Britain’s media to take the de- 
bate seriously, some sort of reply is unavoidable. So here is a stab at 
one. First, although Mr Blair is now its principal champion, he did 








not invent the “third way”. Second, even America’s New Demo- 
crats, who did invent it, have given up trying to fathom what it 
means. Third, despite the exchange of politenesses in the Palazzo 
Vecchio, most European leaders are nowadays more appalled 
(Jospin) or embarrassed (Schröder) than fascinated by it. Last, 
even under a Mr Blair armed with a third way, Britain remains a 
medium power in the world, not a “pivotal” one. 

It is especially rich, in the week of an Anglo-French summit in 
London, for Mr Blair to claim that Britain is at the forefront of the 
debate on “progressive politics”. So far from endorsing the Blairite 
third way, France’s prime minister has gone out of his way to dis- 
tance himself from it. According to Le Monde, Mr Jospin agreed to 
go to Florence only on condition 
that the European leaders invited 
there went first to the Socialist Inter- 
national in Paris, and on condition 
that Florence was not seen as a 
“third-way reunion”. In so far as he 
can understand it, Mr Jospin says, 
the third way is not for him. In a 
pamphlet for Britain’s Fabian Soci- 
ety, he concludes that Mr Blair's phi- 
losophy is either “a new name for 
democratic socialism peculiar to 
the British” or “a middle way [which 
he rejects] between social democra- 
cy and neo-liberalism”. 

It is true that Germany’s chan- 
cellor was briefly captivated by the 
third way. Unlike Mr Jospin, Mr 
Schroder joined Mr Blair last June in 
signing a policy agenda full of third- 
wayish stuff about supply-side re- 
form and deregulation. But this 
went down in German domestic | 
politics like the airship Hindenberg. | 
After a string of electoral reverses, | 
Mr Schröder has become at best | 
lukewarm, and mostly just silent, | 
about his former admiration for | 
what parts of the German left now- | 

| 
| 
| 
| 








adays caricature as Mr Blairs ex- 
treme pro-market policies. 

At least Mr Blair does not base his assertion that Britain has be- 
come a “pivotal” world power entirely on his claim that it is “a 
leader in ideas”. At his banquet, he came up with other exhibits, 
suchas “the calm professionalism” of British forces in Kosovo and 
the lead which he says that Britain (meaning Mr Blair) took in put- | 
ting together the alliances needed to avert “the worst genocide” 
since the second world war.On the same day, his foreign secretary, 
Robin Cook, told the House of Commons that Britain was “the 
natural bridge across the Atlantic”, the only country in the world | 
to be a member of the Group of Eight, of the Commonwealth and | 
the European Union, and a permanent member of the un Security | 
Council. (France is not in the Commonwealth, you see.) 

There is no denying that Mr Blair has shown political courage, | 
both during the Kosovo war and, back home, in teaching the La- | 
bour Party to live with market economics. But he has received his | 

i 
| 





due reward, in the shape of a crushing majority, continued popu- 
larity in the opinion polls—and his divine good luck. It is worry- 
ingly early for him to be growling around London makingexagger- | 
ated claims about Britain’s world standing, and his own. 
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A fight to the wire 


FRANKFURT 


Germany’s politicians, unions and even some of its industrialists have 
denounced the hostility of Vodafone AirTouch’s bid for Mannesmann as 


unGerman and unfair. It is neither 


T A recent conference, Ron Sommer of 
Deutsche Telekom, Germany’s former 
telephone monopoly, joked that suitors in 
the telecoms industry now need fat cheque- 
books and a bunch of flowers. And if gallant- 
ry is rebuffed? Throw away the flowers and 
call in the tanks. That, at least, is the view at 
Britain’s Vodafone AirTouch, which is bid- 
ding roughly €120 billion ($122 billion) for 
Mannesmann, Deutsche Tele- 
kom's main domestic rival. 

Vodafone works with Mannes- 
mann in several European ven- 
tures. But it felt provoked by Man- 
nesmann’s acquisition last month 
of Orange, one of its three rival mo- 
bile operators in Britain. A first, 
friendly offer, presented at Man- 
nesmann’s Diisseldorf headquar- 
ters, was roundly rejected. Another 
all-share offer arrived within days, 
valuing Mannesmann at a premi- 
um of more than 50% to its share 
price before taking over Orange. 
Again, the answer from Klaus Esser 
and his team wasa firm “Nein”. 

The scene is set for an almighty 
tussle that could become a defining 
moment for German—and Euro- 
pean—business. France and Italy 
have both seen ground-breaking 
hostile takeovers this year, but 
these ended up as domestic affairs 
and both targets had weaknesses. 
The predator this time is foreign and the tar- 
get is arguably Germany’s most successful 
big company of recent years. If both sides 
play fair and politics is kept out, the battle 
will be nothing short of trail-blazing. - 

Yet, with passions running high, that is a 
big if. Bild Zeitung, Germany’s biggest daily 
newspaper, has portrayed Chris Gent, Vo- 
dafone’s boss, as a blundering boxer and is 
campaigning against English “greed” (see 
Face value). So, not surprisingly, are Ger- 
many’s trade unions, led by the giant 1G Met- 
all. Despite promises by Vodafone not to sell 
Mannesmann’s engineering bits to a trade 
buyer, or to sack thousands of workers, the 
unions have threatened legal action and 
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strikes if the “wild predator” wins. 

Their confidence has been buoyed by a 
political consensus against hostility. With 
one eye on forthcoming state elections, 
Chancellor Gerhard Schroder denounced 
hostile takeovers as damaging to target, bid- 
der and corporate culture alike. His finance 
minister, Hans Eichel, said Europe needs 
new takeover rules to harmonise the differ- 





ent approaches to corporate control. Even 
some industrialists, among them the head of 
Germany’s chamber of commerce, have 
questioned hostility’s benefits in an econ- 
omy that seeks to temper market forces with 
social justice. 

Hostile takeovers may work in free- 
wheeling America and Britain, the argument 
goes, but Germany is different. Hostility 
slashes at the fabric of Mitbestimmung, the 
consensual system (enshrined in law, lest 
anyone dares to dissent) which gives work- 
ers a say in management decisions and half 
of the seats on companies’ supervisory 
boards. Mr Schroder has tried to strengthen 
these bonds through his Alliance for Jobs, an 





employment roundtable of union leaders, 
employers and government ministers. 

It is a stirring theme. The trouble is that 
the German market for corporate control is 
less chummy than politicians seem to think. 
indeed, in some respects, Germany is more 
fertile territory for predators that play dirty 
than are those nasty Anglo-Saxon countries. 

In a recent study, Tim Jenkinson and 
Alexander Ljungqvist, of Oxford University, 
point out that the German market has been 
surprisingly hostile in recent years. They 
looked closely at ownership patterns among 
listed companies, and found 20 takeovers or 
attempted takeovers in which hostility had 
played a part. Privately held firms may be 
even more vulnerable. 

Although Germany has never seen a 
successful hostile takeover structured as an 
open-tender offer—the form Vodafone's bid 
will take-—it is relatively easy for predators to 
build hostile stakes on the sly. One 
reason is that ownership is less dis- 
persed than in Britain or America, 
so bidders can buy larger blocks in 
one swoop. Another is that Ger- 
man law is weak when it comes to 
disclosing large share stakes, to pre- 
venting collusion and to protecting 
minorities (see table on next page). 


Rhenish blemish 


The authors also found that many 
shareholders are prepared to sell to 
raiders, if the price is right. Big 
banks, such as Deutsche Bank and 
Commerzbank, have often helped 
hostile bidders to accumulate 
stakes. It is striking how few exam- 
ples they found of banks seeking to 
defend clients from hostile over- 
tures. Sometimes, says Mr Jenkin- 
son, target companies did every- 
thing they could to find a domestic 
white knight, but usually to no 
avail. 

The result is a murky market in which 
hostile bids have typically involved a pro- 
tracted and clandestine shuffling of stakes. 
between rivals. Bidders offer a fat premium 
to a few core shareholders, but none to the 
rest. Anyone seeking redress in the courts has 
found them unpredictable and slow. Atleast 
two of the battles in the study took more 
than five years. 

The bid for Mannesmann will be quicker 
and cleaner—or at least that is what Ger- 
many should hope. Compared with stealthy 
takeovers, tender offers respect minority in- 
vestors. This is essential ifinvestors are not to 
raise the cost of capital for all of German in- 
dustry by demanding a higher return on 
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owning German shares to offset the risk of 
being cut out of deals. And tenders also sub- 
ject the bidder’s and the target's strategy toa 
more thorough airing than backroom bids 
ever could. Indeed, both sets of managers are 
already on the road, putting their case to 
Mannesmann’s shareholders. 

There is also a fair chance that Ger- 
many’s politicians may play only a small 
role. They cannot put much pressure on in- 
vestors: two-thirds of Mannesmann’s shares 
are held outside Germany. Although they 
may egg on the unions in the hope that Vo- 
dafone or its allies lose their nerve as public 
pressure mounts, this week’s drama at Phil- 
ipp Holzmann (see next story) suggests that 


corporate Germany is growing more resis- 
tant to political pleas. If the government in- 
tervened directly, it would undermine its 
campaign to persuade other countries to lib- 
eralise in areas where Germany has moved 
quickly, such as power and telecoms. 
Mannesmann’s managers have more 
scope to frustrate a bid. The German compa- 
ny’s supervisory board is likely to reject the 
latest offer on November 28th. Once Voda- 
fone launches a formal bid, shareholders 
have up to 60 days, under Germany’s take- 
over code, to vote their shares. During that 
time, managers could restrict the votes of Vo- 
dafone’s allies, if they deem these allies to be 
“acting in concert” with the British compa- 

















ny—though nobody is quite sure what this 
means. Later, they could refuse to hand over 
control if Vodafone wins more than 50% of 
the votes, but less than the 75% technically 
needed to boot out the managers. Both tac- 
tics would lead to lengthy lawsuits. 

Mr Esser has promised to play it clean, 
but whether he does may depend on how 
the votes stack up. This week he won back- 
ing from several German funds and from 
Hutchison Whampoa, which will own 10% 
of Mannesmann once the Orange deal is 
completed. The American AFL-cio union 
federation, which holds 13% of Mannes- 
mann shares, is also behind Mr Esser. By 
some calculations, he has 30% of the votes 
sewn up. On November 23rd he announced 
that the flotation of the engineering busi- 
ness would be brought forward to next sum- 
mer, in the hope of attracting more support. 
But although Mannesmann’s share price is 
hovering some way below the bid level, sug- 
gesting doubts about its chances, most ana- 
lysts still think Vodafone has a chance if the 
battle is decided on merit alone. 

Were Vodafone to triumph, it would still 
face several hurdles, including lawsuits from 
disgruntled shareholders, a probe by the Eu- 
ropean Commission, and winning over the 
workforce. Yet this bid, having been fairer 
than many before, could help usher in new 
standards of corporate conduct. And that 
would be good for Germany—whatever its 
politicians say. 





German industry 


Unconstructive 


FRANKFURT 


HE contrast could hardly be greater. As 

fast-growing Mannesmann fends off an 
eager suitor, another of Germany’s biggest 
firms was this week fending off creditors.On 
November 23rd, Philipp Holzmann, Ger- 
many’s second-largest construction group, 
called in the administrators after its banks 
failed to agree a rescue. A day later, the gov- 
ernment stepped in to save its skin. But do 
not be fooled: the old way of doing business 
in Germany is strained to breaking point. 

Germany’s latest corporate wobble 
came as a shock to many. It was Holzmann, 
after all, that built the Baghdad railway and 
the Sariyar Dam, and helped (literally) to re- 
build Germany after the war. The company 
hit trouble in the mid-1990s after over-exu- 
berantly developing sites in eastern Ger- 
many, but it was assumed to be on the mend 
this year, thanks to a bank-led restructuring 
in 1997. Alas not: recent audits into old prop- 
erty losses dragged up a pile of unnoticed 
risks linked to office and retail developments 
stretching from Cologne to Magdeburg. 
These ripped a DM2.4 billion ($13 billion) 
hole in an already-fragile balance sheet, and 
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left Holzmann needing almost twice that in 
new loans and equity to survive. Holz- 
mann’s current managers blame the fiasco 
on their predecessors, who were nudged out 
during the restructuring. Prosecutors are 
looking into possible fraud (the former man- 
agers deny wrongdoing). 

In the past, Germany's banks have typi- 
cally rushed to prop up big companies in 
trouble, especially when they are tied in as 
both lender and shareholder. In 1996, for in- 
stance, Klockner Humboldt Deutz, an engi- 
neering group, got a second rescue in as ma- 
ny years from a consortium led by Deutsche 
Bank, a shareholder. Since then, however, 
banks have started to manage their industri- 
al holdings more actively, in the hope of per- 
suading stockmarkets that they are serious 
about raising returns. Holzmann is the first 
to feel the sting of this new approach. 

Deutsche Bank, its biggest creditor and 
second-biggest shareholder, was ready to 
find a third of the money Holzmann needed. 
But other banks feared throwing good mon- 
ey after bad. After a 15-hour creditors’ meet- 
ing in Frankfurt’s posh Frankfurter Hof hotel 
(built by Holzmann), there was still a hole of 
several hundred million p-marks that no- 
one would fill. When the biggest banks failed 
to stump up an extra DMs5om each at a later 
meeting, Holzmann was left with no choice 
but to file for insolvency. Carl von Boehm- 


Bezing, Deutsche Bank’s main negotiator, ac- 
cused Commerzbank, a cross-town rival, of 
a deal-killing inflexibility. Commerzbank re- 
jected this “defamation” and suggested that 
Deutsche could have done more as Holz- 
mann’s house bank. Commerzbank is also 
angry that Holzmann tapped it fora DM5om 
loan only three days before announcing the 
losses. Admitting it had been “foolish”, Holz- 
mann later promised to pay back the loan. 

The banks’ reluctance to give new mon- 
ey to Holzmann is understandable. The 
company’s managers have ranged from aw- 
ful to average, its projects from reckless to 
modestly profitable. It has not made a single 
p-mark in operating profit since 1994, which 
is reflected in its dismal stockmarket perfor- 
mance (see chart). 

This counts for little with interventionist 
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Three cheers for intervention 


chancellors, however. With 60,000 jobs at 
risk and the left of his party restless, Gerhard 
Schroder asked the banks to put job preser- 
vation before their own business, and re- 
minded them of their “economic responsi- 
bility”. When they failed to see things his 
way, he scurried to find DM250m in capital 
and guarantees to plug the gap, allowing 





Holzmann tolimpoutofinsolven- 
cy and draft yet another restruc- 
turing plan. This was not the chan- 
cellor’s first taste of dubious 
intervention. Last year, as premier 
of Lower Saxony, for instance, he 
nationalised Preussag Stahl, an ail- 
ing steel company, to prevent it 
from falling into foreign hands. 
Mr Schréder’s promise of pub- 
lic money may have won cheers 
from Holzmann’s workers, but the 
firm’s rivals will be enraged and 
the European Commission may 
want to look closely at the plan. 
Analysts increasingly suspect that, 
as relations between banks and in- 
dustry break down, the government may be 
sucked into trying to resuscitate more private 
German companies. Such meddling will irk 
the rest of German business and finance. If 
losses begin to mount, and failing firms re- 
turn for more help, it might even prove un- 
popular with voters too. 
———— 





A change of spirit 


HE French government's decision on 

November 24th to block the sale of 
Orangina, owned by Pernod Ricard, a 
French drinks group, to Coca-Cola, is a 
blow to the plans of both firms. Coca-Cola 
had been fighting to buy the soft-drinks 
maker for two years, motivated partly by 
the chance to push rival Pepsi around in 
the French market (Orangina distributes 
Pepsi to the restaurant and hotel trade, 
which is why the French government de- 
cided the deal should not proceed). 
Blocked for the second time, Co- 
ca-Cola said it would not re- 
submit a bid for Orangi- 
na’s French business. It 
was a fitting end to a 
bad year. 

But the ruling 
may have more ef- 
fect on the spirits in- 
dustry. Ifthe sale had 
gone through, it 
would probably have 
triggered yet more restructuring. With the 
FFr4.7 billion ($731m) proceeds from the 
sale, Pernod looked ready to take a tilt at its 
rival, Allied Domecq, a company almost 
twice its size. Pernod had reputedly put 
credit lines in place. The group's family 
owners had said they were ready to be di- 
luted for the right deal. And, having just 
sold its chain of pubs, Allied looked ripe 
for the taking. 

If Pernod bought Allied, said observ- 
ers, other booze firms such as Bacardi and 
Seagram would surely follow, as they tried 






















to extend their geographical reach and to 
achieve economies of scale in their distri- 
bution networks. With Pernod’s failure to 
sell Orangina, that consolidation now 
looks less likely to happen. Especially be- 
cause Bacardi recently said that its family 
had voted to cancel its flotation, some- 
thing that would have given it capital and 
currency for acquisitions. 

Where does that leave Pernod, which, 
incidentally, is em- 
broiled in a trade- 

mark dispute with 
Bacardi over Havana 
Club rum? Coca-Co- 
la was offering the 
French firm a good 
price for Orangina. But | 
the frustration of its 
plans to buy Allied Dom- 
ecq is more finely balanced. 
On one hand, itcould do with Al- 
lied’s Ballantine's whisky business 
and its distribution in America. On the 
other, managing the combination of 
brand portfolios and big distribution net- 
works has proved difficult—certainly for 
Diageo, the market leader, which was 
created out of a huge merger in 1997. 

Yet, even without Allied, Pernod can 
still pursue other aspects of the strategy 
announced in 1998 by its boss, Thierry Jac- 
quillat—even if his goal of doubling the 
size of the business by 2004 now looks un- 
likely. A merger with Seagram is still on the 
cards. Who knows, even Bacardi might 
one day fall into its arms. 
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BUSINESS 
The Microsoft case 


The go- 
between 


VEN Judge Thomas Penfield Jackson de- 

scribed it as “something of a surprise”. In 
fact, the appointment of a fellow judge, the 
head of the Chicago Appeals Court, Richard 
Posner, to try and mediate a settlement of the 
Microsoft antitrust case, was entirely consis- 
tent with his approach thus far. 

Although it is a year since the trial 
opened, Judge Jackson is conscious both of 
the speed of technological change and of the 
interminable 1pm case in the 1980s. Thus he 
has done everything he can to overcome the 
law’s normal delay. In particular, he limited 
the number of trial witnesses to a miserly 12 
for each side; and he has urged both Micro- 
soft and the Department of Justice to make a 
stab at negotiating a settlement. 

Even his ferocious “findings of fact”, ear- 
lier this month, can be read in this light. By 
strongly supporting the government's ac- 
count of Microsoft’s consistent abuse of its 
Windows monopoly, Judge Jackson con- 
veyed the message that the firm’s legal plight 
was far worse than it had imagined. Notonly 
did he suggest that in his conclusions in 
law—essentially his verdict—he would al- 
most certainly find Microsoft guilty of main- 
taining its monopoly by unlawful means. He 
also made the prospect of a successful ap- 
peal much bleaker, by making it plain that 
he doubted the testimony of the company’s 
witnesses, not least the deposition of Bill 
Gates, the firm’s founder. The “findings of 
fact” were a warning to Microsoft that time 
was running out. 

As a further reminder, which could al- 
most have been choreographed by Judge 
Jackson, two private class-action antitrust 
suits were filed against Microsoft this week, 
citing the judge’s findings as evidence of ille- 
gal over-charging for Windows. With the le- 
gal vultures circling, Microsoft may now be 
forced to defend itself on several fronts. This 
is both a terrible and a depressing distraction 
for the firm’s managers, and it also threatens 
triple damages for Microsoft if the firm were 
to lose. No wonder Judge Jackson told the 
lawyers gathered in his court “this is proba- 
bly as propitious a time for any negotiated 
outcome as you have.” 

Microsoft’s shares leapt on the an- 
nouncement of the mediator’s appoint- 
ment: investors would love to see a settle- 
ment, almost any settlement, which would 
dispel the uncertainty hanging over the com- 
pany. Judge Posner is a respected jurist who 
is regarded as an economic conservative, 
naturally suspicious of government inter- 
vention. Microsoft takes comfort from this 
reputation and hopes thut he will lean in its 
direction by suggesting only some relatively 
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mild remedy. 

But it could equally be a 
miscalculation. Judge Posner 
did, for example, support the 
break-up of arar (although 
that was a monopoly of a 
very different kind from Mi- 
crosoft’s); and, unlike some 
economists from the Chicago 
School, he recognises the gen- 
eral role of antitrust law. Al- 
though there has been press 
speculation that the Justice 
Department and the 19 states 
(its fellow plaintiffs) are di- 
vided over what remedy to 
call for—a source of concern 
to Judge Jackson, they are 
united in the belief that, fora 
“hardened” recidivist such as Microsoft, 
fresh conduct remedies would be inade- 
quate. Their preference for ending the Win- 
dows monopoly using a structural remedy 
that could be enforced without long-term 
and intrusive supervision, may also strike a 
chord with Judge Posner. 

The issue, however, is not Judge Posner's 
legal and intellectual preferences. He is only 
the mediator in the case, not the judge. The 
deeper question is whether the gap between 
the two sides has narrowed sufficiently to 
make his efforts worthwhile at all. Although 
Joel Klein, of the Justice Department, knows 
that he should not give the impression of be- 


British Aerospace 


Flagging out 


N NOVEMBER 22nd the American au- 

thorities gave formal approval to the 
merger of British Aerospace and Marconi 
Electronic Systems. Next week the deal will 
be signed and the new company launched, 
with a new identity aimed at making the 
group sound more international. Already, it 
is a big supplier to America and employs 
18,500 staff there. Last month its managing 
director, John Weston, came back from a 
visit to Washington declaring that the Penta- 
gon will treat the firm as American in de- 
fence contracts, although whether it will do 
so in practice is open to doubt. Nevertheless, 
the transatlantic green light sent the compa- 
ny’s shares up by about 12% in one day. 

BaAe’s immediate concerns, however, are 
European, in the aftermath of the dramatic 
merger of Aerospatiale Matra and Daimler- 
Chrysler Aerospace to form the European 
Aeronautic, Defence and Space Company 
(EADs). Although this deal creates a bigger ri- 
val (it ranks as the world’s third-biggest aero- 
space group, behind Boeing and Lockheed 
Martin), the two are joined at the hip:roughly 
two-thirds of EADs’s business is in joint ven- 
tures with the new Bae. 
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Posner at the Gates 


ing reluctant to seek a settle- 
ment, he believes (overconfi- 
dently?) that, after the 
vindication of Judge Jack- 
son’s findings, he is under no 
pressure to accept an unsatis- 
factory compromise. As an 
appeals-court lawyer by 
training, Mr Klein thinks that, 
when matters of public poli- 
cy are at stake, a settlement is 
no substitute for a ruling up- 


held by the courts. 
Despite Mr Klein’s mis- 
givings, Microsoft could 


bring about a settlement if it 
took the initiative by volun- 
teering to break itself up, per- 
haps into an applications 
company and two or three competing oper- 
ating-systems companies. This is a course 
that even some observers sympathetic to the 
firm are now advocating. Such a settlement 
would be tidy and would not involve the sale 
or forfeit of any intellectual property to other 
firms at the expense of shareholders. It 
would also stimulate the innovation that Bill 
Gates maintains is so dear to Microsoft's 
heart. Even without the profits from the 
Windows monopoly, Microsoft might find 
that its different parts were worth more than 
they are today. Improbable though it seems, 
Judge Jackson may be hoping that Mr Gates 
is ready to make a bold move. 
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Two bigjoint ventures involve Eurofight- 
er and Airbus, a civil-jet consortium, now 
owned 80% by eEAps and 20% by Bae. 
Manfred Bischoff , of DaimlerChrysler, and 
Jean-Luc Lagardére, of Aerospatiale Matra, 
wanted Airbus’s managing director, Noel 
Forgeard, to become the boss of its Airbus di- 
vision, part of a new four-part structure that 
EADS is forming. In other words, it wanted to 
treat Airbus as a subsidiary. Mr Lagardère 
seemed surprised when Bae objected. 

The British are enthusiastic about the 
abilities of Mr Forgeard, a former employee 
of Mr Lagardère. But they see a conflict of in- 
terest if he is both with taps and still run- 


ning the consortium. Airbus is being con- 
verted into a company, which involves a 
negotiation between the two Airbus part- 
ners over the values of their Airbus work. So 
Mr Weston has used his veto to block Mr 
Forgeard’s new job until the conversion has 
been agreed on. 

The British are prepared to be even more 
intransigent. For years, until the arrival of the 
entrepreneurial Mr Lagardère when his 
group merged with Aerospatiale in the sum- 
mer, the French had dragged their feet over 
Airbus’s conversion, while the British and 
Germans wanted to push ahead. 

One reason sae is now delaying is that it 
wants more than 20% of the Airbus compa- 
ny, because it reckons the assets it would 
throw into the pool are more profitable than 
EADs’s. Another is that it also wants to sort 
out the other joint ventures that sae has with 
EADS. In particular, there is a spider’s web of 
relations in missiles. Both sae and Marconi 
had their own joint ventures with Matra and 
Aerospatiale, such as Matra Marconi Space 
and Matra sae Dynamics. Clarifying these 
requires similar valuations and negotiations 
over stakes as are taking place in Airbus. One 
big issue, for instance, is how EADs will mar- 
ket two competing fighters, Eurofighter (in 
which sae hasa big share) and Rafale, a pure 
French creation. 

This new twist to the Airbus saga comes 
at a delicate time. On December 8th the su- 
pervisory board of the consortium will de- 
cide in principle to go ahead with its 550-650- 
seater jumbo, known as the a3xx. This 
means that Mr Forgeard will start marketing 
the aircraft to carriers such as United Air- 
lines, Japan Airlines, Lufthansa and Air 
France. (British Airways, an erstwhile enthu- 
siast, is now unlikely to be an early customer, 
as it is busy thinking about downsizing.) Air- 
bus is seeking about a third of the $10 billion 
development cost of the new aircraft from 
governments. Although the French and Ger- 
mans are ready to nod through the money, 
the British Treasury has spent the past seven 
months blocking the £500m ($810m) that BAe 
seeks as repayable launch aid. Converting 
Airbus into a proper company would im- 
prove its chance of getting what it wants: 
82,000 British jobs are at stake. BAe was any- 
way expected eventually to get the money— 
though notat its preferred euro-area interest 
rate of only 4%. 

The British know that they have no inter- 
est in delaying the conversion too long, be- 
cause that would threaten the future of Air- 
bus. As a company, the aircraft maker could 
cut working capital and make savings of 
more than $1 billion a year. Having built upa 
big market share, Airbus is now poised to 
make real profits. Not only has the consor- 
tium easily outsold Boeing this year, it now 
claims more than half of outstanding civil- 
jet orders. The sooner that potential is un- 
locked the better—for all its partners. 
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Companies and health 


Corporate hospitality 


Should firms in developing countries provide health care, even if they have 
nothing to do with medicine? Yes, because it’s good for business 


S ISLANDS go, Papua New Guinea is a 
paradise lost. Roughly one in ten of its 
children under five dies from a combination 
of malnutrition, pneumonia, meningitis and 
other ailments, twice the toll of its neigh- 
bours. Much of this loss might be avoided if 
there were vaccines to deliver, drugs to dis- 
pense and a decent public-health system. 

Hence the promise of a project due to 
start in ten remote villages along the Strick- 
land River. The scheme will train villagers to 
issue supplies of anti-malarial drugs, prac- 
tise better midwifery and take other steps to 
improve local health. Although it involves 
such traditional do-gooders as the Evangeli- 
cal Church of Papua, it is run and largely 
paid for by Placer Dome, a multinational 
mining firm with operations nearby. 

Firms have long invested in their work- 
ers’ health as a worthy gesture—and to boost 
recruitment and productivity, and lower 
medical costs and absenteeism. And not 
only at home: in far-flung bits of the world, 
where disease is rife and medicine scarce, 
firms such as Royal Dutch/Shell are used to 
building hospitals, paying doctors and treat- 
ing both employees and their dependants. 

Placer Dome’s project is different. Not 
only does it deal with primary health care, 
but it also looks beyond employees to the 
health of everyone near its mine. And the 
firm is working with local governments, 
charities and international bodies such as 
the World Health Organisation (wHo). 


Tapping a vein 
Placer Dome has joined Rio Tinto and three 
other mining houses to form the World Alli- 
ance for Community Health. With the help 
of the wHo, the alliance will help companies 
design a “business plan” for health, identify- 
ing local public-sector partners and working 
out budgets and benchmarks for firms to 
gauge their performance. The alliance has 
five projects pending approval, and several 
multinational firms queuing up to join. Its 
head, Henry Brehaut, says that the initiative 
should boost the health of firms as wellasor- 
dinary people: ‘We don’t go into Papua New 
Guinea saying, ‘We're here to do good.’ We're 
here to reduce costs and be efficient. Invest- 
ing in health is a way todo it, one which the 
board immediately appreciates.” 
Increasingly, firms realise they cannot 
keep their workers productive, nor build 
markets, without a healthy population, par- 
ticularly when the main killers, such as Hiv 
in southern Africa or traffic accidents in Viet- 
nam, do not respect company boundaries. 
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Eskom, South Africa’s main electricity utili- 
ty, has estimated that aps could cost 15% of 
its payroll by 2005. So the firm has invested 
$750,000 in aips-education, distributing 
condoms to its workers, and has thrown in 
its lot with the goverment and the mining 
companies to reduce Hiv infection among 
prostitutes working around its power sta- 
tions. Shell Thailand has been working with 
UNICEF and the Thailand Business Coalition 
on HIV/AIDS to teach petrol-pump atten- 
dants—a young group at risk of the disease— 
about arps prevention. They then pass their 
knowledge on to their customers. 





There is evidence that such interven- 
tions work. Placer Dome’s earlier efforts at 
battling lymphatic filariasis, a horrible para- 
sitic infection, led to a 20-fold reduction in 
cases. Since 1996, Volkswagen has seen the 
number of its employees in Brazil admitted 
to hospital fall by 90%, and arps-related 
costs decline by 40%. This follows new mea- 
sures to stem the spread including better care 
for those infected, as well as more informa- 
tion for people at risk. 

Many firms also think that paying for 
health will buy goodwill. As Lyn Arscott, 
head of the International Association of Oil 
and Gas Producers, points out, multinat- 
ional energy companies rely on government 
concessions to dig their wells: where state- 
run health care is collapsing, companies can 
win praise, and contracts, by taking up the 
slack. EN1, an Italian firm, for example, gave 
$750,000 to the wHo in March to help it fight 
malaria in Azerbaijan; spAmoco is helping 
to finance a child-nutrition and maternal- 
health programme in Thanh Hoa, Vietnam. 
More such projects are likely. The 55 member 
companies of Mr Arscott’s association are 
about to launch common guidelines for 
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health-care projects. 

It is no coincidence that mining and en- 
ergy firms are active in health: they are, after 
all, used to thinking about the environment 
in similar terms. And their experience in 
dealing with issues such as global warmingis 
also handy now that the head of the wHo is 
Gro Harlem Brundtland, with whom they 
did business at the World Commission of 
Environment and Development in the 1980s. 

It was not ever thus. The wHo has a che- 
quered history with private companies, But 
relations have improved considerably over 
the past two years, with regular roundtables. 
between the wHo and firms to discuss ways- 
of tackling public-health problems, and new 
initiatives such as the World Alliance. Ac- 
cording to Denis Broun, of the wHo, his orga- 
nisation now realises that private firms can 
do things it cannot. 

To begin with, there are resources-— 
though David Logan, a consultant with the 
Corporate Citizenship Company, gives a 
warning that if one side just hands over cash 
and the other spends it, a project may well 
break down. It has better prospects if firms 
get involved. arms, a small rr company in 
Prague, has set up an aips-information web- 
site that counsels young Czech web-surfers; 
American International Assurance, a Thai 
life-insurer, is designing a programme to 
coax other firms into providing Hiv educa- 
tion for their staff, by offering discounts of < 
up to 10% on premiums. 

Companies also understand marketing 
and distribution, which are as relevant to 
promoting health care as to selling products. 
De Beers recently contributed $2.7m to the. 
WHO'S push to eradicate polio in Angola. But 
the firm also insisted on getting its own em- 
ployees to help in the immunisation cam- 
paign so as to raise local awareness—and 
company morale. There are few companies 
to beat De Beers in selling a bright idea. 

Yet the old tensions between business 
and charity remain. Robert Davies, head of 
the Prince of Wales Business Leaders Forum, 
finds that workshops to teach wHo and oth- 
er UN Officials how to work with firms often 
disintegrate into shouting matches, with the 
bureaucrats accusing businessmen of im- 
morality, while they are lambasted for cor- 
ruption and inefficiency. 

How far can such partnerships be 
stretched? Public authorities are keen for 
new donors to finance ambitious projects. A 
few firms already have: Eskom, for example, 
has contributed $5m to developing a vaccine 
for Arps. But much of this work is still sup- 
ported by personal philanthropy, the stuff 
of Bill Gates rather than the middle manag- 
ers who run the world’s largest firms. That 
will change only when companies begin to 
see that investing in such health pro- 
grammes is as natural as investing in the en- 
vironment. In other words, if enlightened 
self-interest prevails. 
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Mr Boring goes shopping 


Vodafone’s Chris Gent is no European Bernie Ebbers. But his reshaping 
of telecoms is just as ambitious 


VEN his greatest admirers would not call 

Chris Gent flamboyant. “Steady”, they 
say, groping for a suitable euphemism. With 
his sensible shirts and braces, he still dresses 
as the Young Conservatives did when he 
chaired them in the days of Margaret Thatch- 
er. Yet this year the chief executive of Voda- 
fone has more than doubled the size of his 
firm by buying AirTouch, an American mo- 
bile-phone operator. He has now opened a 
second front, embarking on a gamble that 
might fluster even Bernie Ebbers, the acquisi- 
tive boss of America’s MctWorldCom: a bid 
for Mannesmann, a German conglomerate. 
If Mr Gent succeeds, Vodafone's size will al- 
most double again—and he will face the 
challenge of running a cross-border giant. 

Germany’s new hate-figure is “no Gent”, 
say the banners of demonstrators, whose 
feelings evidently run stronger than their 
jokes. This latest move might indeed be the 
act of a megalomaniac were Mr Gent that sort of chief executive. 
But he is less of a Lady Thatcher than a John Major. His profile has 
been so low that even in Britain many folk stumble over his name 
(the Gis soft, as in “Germany”).In photographs he tends to grin un- 
comfortably. He is, he says, a professional manager, and that is 
how other managers see him. “He comes much more out of the in- 
ternational mould of chief executives than most people in Brit- 
ain,” says Sir David Scholey, a banker on the Vodafone board. “He 
is authoritative, but his persona doesn’t tell you anything about 
where he came from and how he got there. He’s easy to like and dif- 
ficult to read.” 

In fact, his most striking quality is dispassionate pragmatism. 
His main complaint about the bid so far is that Klaus Esser, his op- 
posite number at Mannesmann, has been “defensive and perso- 
nal and not related to economics” in resisting Vodafone's over- 
tures. “That’s tricky,” he says. “That’s tricky.” 

Since he took over as boss of Vodafone in early 1997, Mr Gent 
has assembled a strong team of managers, and set out to build the 
brand at home and a global presence abroad. He has had time to 
develop this two-pronged strategy: he started at Vodafone in 1985, 
as managing director, after joining Racal, a defence contractor that 
spotted the potential of mobile telephony in the 1980s and built on 





Analysys,a consultancy. 

The transformation into a global busi- 
ness has come mainly through building a 
portfolio of minority stakes in second- or 
third-tier operators. But that changed with 
the audacious purchase of AirTouch, creating 
a business worth more than sr, Britain’s for- 
mer telephone monopoly. Plans for the bid, 
which Mr Gent launched (on the telephone, 
of course) while watching a cricket match in 
Sydney, had been laid the previous year, 
after Vodafone had approached AirTouch 
with a proposal for a merger of equals. “We 
couldn’tagree on how the business should be 
run,” he recalls. Knowing that Bell Atlantic 
was waiting in the wings, he decided to bide 
his time until it made a bid. The pragmatic 
masterstroke was to approach Bell Atlantic as 
soon as he had won the battle for AirTouch, 
and tocede control of the American business 
in exchange for a minority stake. That saved 
the British company the nightmare of managing a different cor- 
porate culture, while securing extra cashflow and a say in Ameri- 
can strategy. 

The approach to Mannesmann was also plotted well in ad- 
vance. But it was precipitated by the German firm’s unexpected— 
and, for Vodafone, highly unwelcome—bid for Orange. Mr Gent, 
who believes that business should be about “rational argument 
and keeping it unemotional”, shows a tremor of emotion: “I would 
have thought Esser would have considered his options more.” Al- 
though Vodafone is offering a huge premium for Mannesmann, it 
would, he says, have been willing to pay more had the Orange deal 
not been done. So convinced is he that a deal would benefit share- 
holders that he offered to give up his job to Mr Esser. “He told me, 
forget it,” he says. “Either he didn’t believe me—or he didn’t want 
tosee Mannesmann ’s identity subsumed.” 





That’s tricky 

If Mr Gent pulls the deal off—and at mid-week, the odds were no 
better than even—he will face an even greater challenge than coax- 
ing Mr Esser to do business. He will have to manage the disposal of 
Mannesmann’s bunch of old industrial businesses: “That will be 
tricky: they are businesses we don’t understand.” He will have to 
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The growth of your assets 
is rooted in two centuries 
of experience. 


Successful asset management is the fruit of 
experience. Ours is rooted in 200 years of 
growing client assais - of doing one thing well. 
Along the way; we've pioneered some major 
advances in international investment, always 
with an eye to long-term results. Thanks to this 
experience of the past and a clear vision of the 


future, we have become Switzerland's leading 





private bankers and one of Europe's premier 
asset managers. Uniquely qualified to put your 
assets on a sure path to growth. Discover for 
yourself those quatities that set our bank apart 
in Asia too by contacting Mr. Alexandre 
Classen, Pictet Asia Pte Ltd, 80 Raffles Place, 
#14-01 UOB Plaza 1, Singapore 048624. 


Telephone: (+65) 536 1805. Fax: (+65) 536 1868. 
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- Asia-Pacific Airline 
Conference 


Hong Kong, November 2-3,1999 


Goldman Sachs Asia wishes to thank the speakers and 
delegates who contributed to the success of our second 
Asia-Pacific Airline conference. We look forward to 
working with you in the year ahead and to seeing you at 
next year’s event. 


Goldman Sachs Asia L.L.C. 
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Bank rules in disarray 


The Basle committee’s attempts to update its rules on bank capital are running 


into serious trouble 


T FIRST glance, it all seems to be going 
smoothly enough. On November 22nd 
the European Commission issued proposals 
to update the regulations governing how 
much capital European financial institu- 
tions must set aside as a cushion against the 
risks they are taking. These are closely based 
on the recommendations of the Basle Com- 
mittee, which is trying to modernise its regu- 
lations. But the implication, that revisions to 
the Basle Accord, first proposed in June, are 
going well, is wide of the mark. Basle is prov- 
ing mighty hard to fix. 

That seems odd. Almost everybody 
agrees that the rules need to be changed so 
that the capital that banks have to set aside is 
more closely linked to the risks they are run- 
ning. The question is: how? Big banks want- 
ed to be able to use their own sophisticated 
{in their own eyes, at least) in-house risk- 
management models. These reflect the bene- 
fits of their diversified portfolios and of oth- 
er ways of mitigating risks, such as the use of 
credit derivatives. But Basle folk, while ac- 
cepting that this was good stuff, responded 
that these models were insufficiently tested 
over a long enough period to be used now— 
though they held out the prospect that they 
might be in the (distant) future. 
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Instead, the committee offered two other 
approaches. The first is a modification of the 
original accord. At present, there are four 
broad categories, or “risk buckets”, into 
which a loan is placed. But curiously, these 
bear little relation to actual riskiness. For ex- 
ample, since South Korea is a member of the 
OECD, lending to one of its banks carries a 
lower capital charge than lending to, say, 
General Electric. 

More generally, if the capital required to 
support a loan takes no account of a loan’s 
riskiness, then banks will—and do—take ad- 
vantage of the anomaly. That is, they will 
shed high-quality assets that they think 
should not require as much capital as the 
Basle rules demand. Instead, they will add 
assets that, in their opinion, should demand 
more capital than the rules say. In other 
words, banks have tended to plump for low- 
er-quality assets. This was a big reason why 
regulators were so keen tochange the rules. 

Unfortunately, the way in which they 
have tried to do it has been roundly criti- 
cised. So roundly, indeed, that one commit- 
tee member believes the traditional “stan- 
dardised approach” is dead. Why so? After 
all, the committee wants to increase the 
number of buckets and to make them bear 


some relationship to the risks that banks ac- 
tually run in their lending business. 

The trouble lies in the way it proposes to 
do this: by using credit-rating agencies. This 
was bound to raise hackles, since two Ameri- 
can firms, Moody's and Standard & Poor's, 
dominate the business. The committee 
would have preferred a body that was less 
politically sensitive. But other candidates, 
such as the OECD, were not interested. 

Far from being gleeful at this official rec- 
ognition, the rating agencies detest the idea. 
They fear that less rigorous newcomers will 
nab some of their business, as companies 
shop around for the best ratings. New rating 
agencies would have to be approved by the 
various national regulators. If experience is 
any guide, they will be sympathetic to do- 
mestic rating firms—although regulators 
counter that markets will penalise compa- 
nies that opt for generous raters. 

Nor, for their part, are banks keen on the 
reform. They think they are better-informed 
about their borrowers than are the rating 
agencies. In any case, outside America, few 
companies carry ratings. So for the time be- 
ing they are not of much use. 

Worse, the way in which capital charges 
have been affixed to different credit ratings 
is perverse. To avoid giving American banks 
an inbuilt advantage (since so many more 
companies are rated there), the compromise 
was to have lending to unrated companies 
carry the same capital charge as all but the 
most highly rated bonds, those with Aaa or 
AA ratings. Equally odd—since the point of 
the exercise was to link capital to riskiness— 
loans to AA borrowers will require 2% capi- 
tal,and loans to a companies 8%. And yet the 
default rates for both types of borrower are 
almost the same. Even more peculiar, a loan 
to an A-rated company would require the 
same capital as lending to a high-risk firm 
rated as “junk”. 

Faced with such hostility to the use of ex- 
ternal ratings, regulators are now concen- 
trating on allowing banks to use their second 
option—banks’ internal ratings—instead. 
This, quips one regulator, is to swap the trac- 
tor for the Maserati. Originally, the commit- 
tee thought that this option would apply 
only to about 20 of the world’s biggest and 
most sophisticated banks. Now, they say, far 
more will be eligible: perhaps 100 or so, reck- 
ons one committee member. That is likely to 
be an underestimate, since the European 
Commission is keen that the system be 
widely adopted in Europe; and no big bank 
is eager to admit that, for want of expertise, it 
has to use the standardised approach. 

But using internal ratings is fraught with 
problems. Not least, ideas on how to doit are 
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tries (Germany in particular) have been so 
reluctant to use them, They have come 
round, but there are plenty of gaps to fill in. 
How will regulators compare different 
banks’ internal ratings? How much capital to 
attach to a given bucket? Will this mean that 
supervisors become too involved in running 
the bank? Some big banks in America al- 
ready give regulators direct access to their 
balance sheets. And how much capital 
should firms that use internal ratings put 
aside, compared with those that use the 
standard approach? 

This last question is particularly tricky. 
Regulators think that banks using internal 
ratings should be required to set aside less 
capital against their credit risks, because that 
would encourage sound risk management. 
Yet they do not want less capital overall in 
the banking system. So they want to take 





Corporate finance 


- woefully undeveloped; because some coun- 


er--by, for example, charging extra capital 
for non-credit risks, such as “operational” 
ones. Nobody can agree on what these are, or 
on how capital should be set against them. 
(But, as it happens, regulators are convinced 
that big banks have more of them.) 

And if—a big if—the committee sorts out 
all these problems, will banks be safer? Cer- 
tainly, an incentive to manage risk well is a 
good thing; banks would not then be in such 
a rush to dump decent assets. On the other 
hand, risk-based capital could have one big 
drawback: banks may be even more likely to 
lend more when times are good (and pro- 
blems few), and to reduce lending when 
things sour—thus causing themselves and 
others even more pain. It would. be worse 
than ironic if the outcome of the effort to fix 
Basle’s faults were to raise the risk of bank 
failures during a cyclical downturn. 





Outsourcing capital 


NEW YORK 


Companies worry endlessly about the optimal mix of debt and equity. They 


are missing the point 


HE windswept prairies of Manitoba are 

not often in the news for revolutionary 
advances in corporate finance. Which may 
explain why the only equity analyst who fol- 
lows the shares of Winnipeg-based United 
Grain Growers (uGG) completely missed an 
announcement by the company this month 
that should have lifted its share price.On the 
face of it, UGG said little more than that it was 
buying a new insurance policy. In effect, 
however, the tiny firm (“from the coldest 
corner of Canada”, according to the chief ex- 
ecutive, Brian Hayward) did far more: for a 
large chunk of its own equity, it substituted 
the imposing capital of the world’s second- 
largest reinsurer, Swiss Re. 

In time, this deal could become a model 
for other companies seeking to re- 
structure their finances and lower 
their cost of capital—one of the 
main factors determining what a 
company is worth. The trick, as 
Prakash Shimpi, a finance wizard 
at Swiss Re, has realised, is to over- 
come the myopia that stops fi- 
nance directors seeing beyond 
their balance sheets. They need to 
recognise that capital can come 
from anumber of sources, bothon 
and off the balance sheet. 

Consider first the problem 
faced by uGc (and, in other forms, 
by all companies). Its business is to 
trade grain grown by western 
Canada’s farmers. So usually the 
biggest risk to its profits has been a 
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drop in grain volumes. This year, for in- 
stance, such a shortage caused a fall in profits 
from C$i6m ($10.9m) to C$3m. “If we have a 
drought, my pipeline is pretty damn empty,” 
says Mr Hayward, “so we've had tokeepa lot 
more capital as a buffer.” 

Such risk capital has a cost: the return 
that lenders or shareholders demand if they 
are to tie up their money in the company. In 
UGG’s case, given its volatile earnings, this 
cost of capital has, so far, been quite high, 
and investors have discounted uGco’s share 
price accordingly. 

Enter Swiss Re. It realised two things. 
First, that uGG’s main risk, a drop in grain 
volumes, has no correlation with many of its 
other risks, such as fire or workers’ compen- 





sation liabilities. And second, that even a 
“bundle of all of uGe’s risks had little or no 
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correlation with the millions of risks that 
Swiss Re faces around the world. So Swiss Re 
offered, in effect, toinsure the entire business 
of uGG, knowing that it needs toset aside less 
capital than uce did. From next year, if the 
grain harvest disappoints or a silo burns 
down in Saskatchewan, Swiss Re will pick up 
the bill. uge is still in business; only now 
someone else provides the capital at risk. 


From WACC to TACC 


What is genuinely new in all this is not so 
much the idea of bundling risks, but the idea 
that transferring them changes the firm’s 
structure and cost of capital. If this sounds 
surprising, consider how the cost of capital is 
calculated. The formula, called the wacc or 
“weighted average cost of capital”, includes 
the expected returns on a company’s debt 
and equity and adjusts these by the ratios of 
debt and equity to “total” capital. 

But this has a glaring shortcoming: it 
counts not “total” capital, but only “paid- 
up” capital. It overlooks “contingent” capi- 
tal, such as insurance, letters of credit or 
some financial derivatives. But, in terms of 
their economic effect, both types of capital 
are the same. A firm can, for instance, 
achieve similar protection against fire either 
by buying insurance or by issuing bonds and 
keeping the cash in case of damages. In the 
first case, the cost of protection (the premi- 
um) would be buried in the accounts, in the 
operating costs, while the capital appears 
nowhere at all. In the second case, the inter- 
est payments are part of the cost of debt, and 
the bonds are part of capital, so that the pro- 
tection enters formally into the wacc. 

To Mr Shimpi, this outcome ts absurd, 
the result of an arbitrary wall that has his- 
torically separated finance directors, who 
deal with debt and equity, from risk manag- 
ers, who deal with hedging and insurance. 
By contrast, Mr Shimpi, who was a broker at 
Drexel Burnham Lambert and a banker at 
Chase before he joined Swiss Re, intuitively 
treats all forms of financial capital the same. 

To fix the cost-of-capital calculation, he 
therefore proposes to replace the wacc with 
what he calls the tacc, or “total average cost 
of capital”. By including both the cost of 
paid-up capital and off-balance-sheet capi- 
tal, managers and investors would be more 
accurate in their estimates of a company’s 
true cost of capital, and therefore of a com- 
pany’s real value. 

So Mr Shimpi tells his clients to over- 
come their preoccupation with the debt-eq- 
uity ratio and to concentrate instead on the 
underlying issues: how much capital does 
the company need, and how much should 
be on and off the balance sheet to minimise 
its total cost? “What is bizarre”, he says, “is 
that this is so basic and simple but noone has 
yet gone down this path.” 
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Grim for the Zim 


NOTHER year, another currency crisis. 

Indeed, the end of a year often tends to 

be a bad time for the Zimbabwe dollar. At 

one point on November 14th 1997 its value 

fell by half, to Z$24 to the dollar. A year ago, 

it plunged again, to Z$44 to the dollar. 
Now, it is once more under pressure. 

Last year the official response to 
the crisis recalled other emerging-mar- 
ket attempts to protect informal, unvi- 
able exchange-rate pegs. The Reserve 
Bank (the central bank) stabilised the 
currency at Z$38 to the dollar, and pri- 
vately instructed the banks to main- 
tain that rate. Meanwhile, President 
Robert Mugabe angrily blamed “inter- 
national speculators” for the Zim dol- 
lar’s crash. 

But the currency has been battered 
again in recent weeks, partly because 
inflows of foreign exchange stopped 
with the close of the tobacco auctions 
in September, and low prices depressed in- 
come from mining. From its lofty mirrored 
tower, the Reserve Bank is adamant that 
the Zim dollar is undervalued—by as 
much as 20%. It says it has sufficient for- 
eign-currency reserves to cover six weeks 
of imports (ie, about $150m). Businesses, 





European tax 


Withheld 


BRUSSELS 


UROPEAN UNION finance ministers 
have one last chance to agree on plans for 
a compulsory ev-wide withholding tax 
when they meet in Brussels on November 
29th. But unless some near-miraculous rush 
of seasonal goodwill overcomes them, they 
will, after two years of haggling, fail yet 
again. The last hope of a deal will then rest 
with £u heads of government, who meet in 
Helsinki on December ioth and uth. And if, 
as seems likely, they too fail to agree, the Un- 
ion will miss its self-imposed deadline for 
adopting not only the withholding tax but 
also several useful and less controversial 
items—a law to simplify cross-border royal- 
ty and interest payments among companies, 
a “code of conduct” to close tax loopholes— 
stuffed into the same package of legislation. 
Britain, with qualified support from Lux- 
embourg and Greece, has blocked the with- 
holding tax, arguing that it would be costly to 
administer and would merely drive tax- 
evaders further offshore. Any failure to agree 
will thus be a British victory, but it may only 
be a temporary one. Other Eu countries have 
invested too much in the project to let it go. 
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however, are not convinced. They have to 
wait at least eight weeks to buy foreign ex- 
change. Travellers needing foreign curren- 
cies are told tocome back in a week. 

So far the commercial banks have kept 
to their gentlemen's agreement with the 


ge rate, per $ 38.3 


ae 
fopulation, m t1 


‘Source: ERY 


Reserve Bank, but there are signs that it is 
beginning to crumble. A black market has 
developed. Banks and businesses with 
supplies of foreign currency are now sell- 
ing at a “parallel rate” of Z$44 to the dollar. 

An mF team, in Zimbabwe in October, 
urged the freeing of the exchange rate. 


“This body is too big to bury,” says one diplo- 
mat at the centre of the haggling. The ques- 
tion is how it can be resurrected. 

The proposed tax, set at 20%, was meant 
to catch private investors resident in one EU 
country who park their savings in another, 
and who do not then disclose the interest in- 
come paid to them on their tax returns at 
home. The new tax would be deducted at 
source, at the same rate in every EU country, 
whenever interest was paid. As an alterna- 
tive, banks could pay out interest untaxed, 
but would have to send details of the pay- 
ments directly to tax authorities in the inves- 
tors home country. EU countries would 
“cease to be one another’s tax havens”, as 
one supporter summarises the main argu- 
ment in favour of the scheme. 

The tax is meant to catch private savers 
only—not institutional investors, of the kind 
that dominate the international bond mar- 
kets. But even in the bond markets, banks 
would be expected to identify the (relatively 
few) private investors, so as toensure that the 
tax applies to them as well. This is what up- 
sets the British. They claim that the red tape 
and costs involved would cripple the huge 
Eurobond markets centred in the City of 
London, and risk driving them outside the 
Eu. So the British government's position has 
been, in effect, that it will consider a with- 
holding tax only if there are blanket exemp- 
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Government officials demurred, worried | 
that devaluation might worsen the infla- 
tionary spiral—prices are already rising at a | : 
year-on-year rate of 70%. Citing other pro- | 
blems—such as a budget deficit of more 
than 10% of Gop—the ımr team left dissat- 
isfied. It seems sure to suspend the agree- 
ment that was reached in early August to 
provide standby loans of up to $193m. 

But the Mugabe governmentisdefiant- | 
ly determined to keep the exchange rate at 
its current level, presumably until after 
parliamentary elections in April 2000. To 
help achieve this, it borrowed $150m from 
a German bank earlier this month. It is also 
toying with the idea of tightening exchange 
controls. In 1997, scrambling for foreign ex- 
change, it abolished corporate foreign-cur- 
rency accounts, and made companies con- 
vert all their foreign exchange into Zim 
dollars. Under ımF pressure, foreign-cur- 
rency accounts were restored earlier this 
year. Now the government complains 
loudly that corporations are “hoarding” 
some $200m, and hints at plans to force 
them toconvert some or all of it. 

This is hardly likely to appeal to the 
IMF. But the Mugabe government finds it 
easier to antagonise the mr than to tackle - 
the underlying cause of the country’s econ- 
omic problems: unproductive government 
spending, most notably the costof keeping | 
some 11,000 troops in Congo. 
reed a 








tions for almost all Eurobonds. Most other 
EU countries have rejected an exemption on: 
this scale. They have some sympathy with 
the British objections, but they think the sup- 
posed consequences are exaggerated. 

If disagreement does persist through to 
Helsinki, the options for the pro-tax majority 
will boil down to three. Simplest would be 
for eu leaders to agree to extend the deadline. . 
for reaching an agreement by three or six 
months. But this would make sense only if 
there were reasons to think that new 
grounds for compromise might be found. 
One idea might be to give Britain the exemp- 
tions it wants for the Eurobond markets, but 
on the understanding that these will be 
trimmed later. 

A second option is to put the withhold- 
ing tax proposal on ice for two or three years 
until Britain has decided whether or not it 
wants to join Europe’s monetary union. Italy 
suggested last week that British entry might 
then somehow be made conditional on ac- 
ceptance of the withholding tax. 

A third option is for the pro-tax countries 
to pursue the argument in a different guise 
when the £u holds its treaty-revising confer- 
ence next year. One big issue on the agenda is 
whether eu governments should adopt: 
more laws by majority voting instead of una- `; 
nimity: laws on tax could easily become a 
heated case in point. Britain could veto any 


83 


FINANCE AND ECONOMICS 


change here, as-surely as it can now veto the 
withholding tax. But, for Tony Blair’s sup- 
posedly eu-friendly government, this would 
-= certainly drive up the political cost of its de- 
fence of the London bond markets. 
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Asian lending 


Softly, softly 


HONG KONG, SEOUL AND TOKYO 


SHOP in Hong Kong’s Causeway Bay dis- 
trict, abandoned by Daimaru, a Japa- 
nese department store, holds a painful les- 
son for Japan’s banks: Asia’s bargain- 
hunters wait for noone. Already, the arcade’s 
marbled hallways have been refitted for 
new tenants. The windows display the same 
suits and handbags. Of Daimaru, however, 
there is no trace. 
Similarly, many Japanese banks have 
shut up shop. Only two years 


which they now want to reinvest. 

The landscape to which the banks are 
trickling back is much altered. The number 
of banks arranging syndicated loans in Asia 
has been slimmed by mergers, and by the 
withdrawal from the region of some banks. 
Now there remain just a few powerful west- 
ern lenders, such as HsBc, Chase Manhattan, 
Standard Chartered and Citibank. 

The Japanese firesale of bank loans has 
also given these banks a taste for trading 
loans as if they were bonds. Last year, they 
set up the Asia Pacific Loan Market Associa- 
tion, which is working on a standard set of 
documents to make trading easier. Among 
the banks, this will put a premium on invest- 
ment-banking skills, which hardly plays to 
Japanese strengths. Even at their mightiest, 
Japanese banks were not known for creativ- 
ity in structuring loans. “All they wanted was 
to put the assets on their books,” says one 
western banker. “They would take the stuff 
from me even before I had finished my sales 
pitch.” 





ago, they dominated the mar- 
ket, providing a third of inter- 
national lending to Asian firms 
outside Japan. Now the flow of 
lending from Japan has turned 
into a stream of bankers head- 
ing homewards. “Every month 
we have farewell parties,” la- 
ments the Hong Kong manager 
of one Japanese bank. 

Official figures show this 











For banks specialising 
in syndicated loans, success 
is better measured not by 
how much is left on the 
books of the underwriters, 
but how little. The juiciest 
profits derive from arrange- 
ment fees, not interest in- 
come. Some Japanese firms 
seem to understand that 
they lack the relevant skills. 








exodus continuing (see chart). 

In the first half of this year, Japanese banks 
cut their loans to Asia by nearly 13%. And, as 
James Fiorillo of inc Barings, an investment 
bank, points out, this understates the rout. At 
the top of the market, about one-third of 
their Asian loans were to Japanese multi- 
nationals. The cuts, however, have been suf- 
fered almost entirely by Asian borrowers. 

The banks also had to get rid of their 
Asian loans in a hurry. Until a few months 
ago, Japan’s investment banks were trawling 
foreign banks in Hong Kong and Singapore, 
hawking whole portfolios of loans, priced to 
go. Often they could sell only their best-qual- 
ity loans, and had to keep the bad ones. 

Now, bankers say there are early hints of 
a Japanese return to Asia. This follows the 
government's decision in March to dish out 
¥7.5 trillion ($71 billion) of fresh capital to Ja- 
pan’s biggest lenders. In Hong Kong, they are 
starting to lend again to blue-chip firms— 
they were among the bidders for a recent 
~ loan to Hong Kong Electric, a big utility, and 
Sanwa Bank helped to underwrite a loan for 
~ Hong Kong's Airport Authority. 

Japanese banks have also resumed lend- 
ing to South Korean financial firms. Philip 
Cracknell of Standard Chartered, a British 
bank, saysthat Korean banks have been rais- 
ing money abroad to repay some of their 
government-guaranteed borrowings. This 
has left Japanese lenders flush with money, 
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For instance, Nomura, an 
investment bank, has been hiring foreign tal- 
ent in Asia this year, including teams from 
Caspian, a defunct investment bank. 

The commercial banks, however, are be- 
hind the game. Happily (given their record), 
only a few still have international ambi- 
tions—a far cry from the days when nearly 
half of Japan’s banks had offices in Hong 
Kong. Their strategy is sounder, too: lend to 
Japanese firms and, selectively, to Asian 
ones with which they have good relation- 
ships. Sakura Bank (which recently an- 
nounced a merger with Sumitomo) is strong 
in Thailand, thanks to its role as financier to 
the Mitsui group of companies. Dai-Ichi 
Kangyo Bank (which is merging with Fuji 
and Industrial Bank of Japan) has an edge in 
Taiwan. Bank of Tokyo-Mitsubishi is strong 
in Hong Kong and China. 

Yet plenty still holds them back. Over- 
seas staff tend to be mediocre, because the 
best bankers stay in Tokyo. And even now, 
few banks are hiring foreigners. Strategic 
planning and loan approvals for all but the 
smallest deals must come from head office, a 
practice the big banks are only just beginning 
to rethink. The head-office decisions that led 
to the banks’ hasty withdrawal from Asia 
have left the Japanese with few friends 
among the region’s borrowers. So nobody is 
putting out the flags for their early return. 





“Bond defaults 













Another coup 


OOD as well as prices can change fast 

in the bond markets. Earlier this year 
investors recoiled in horror as it became 
clear that governments wanted them to do 
their bitin rescuing countries mired in finan- 
cial crisis. Yet Pakistan’s proposal to default 
on Eurobond payments—-some due next 
month—has, in contrast, been greeted with 
insouciance. The price of Pakistan’s own dol- 
lar-denominated Eurobonds, little traded at 
the best of times, has barely budged (per- 
haps, suggest some, because the government 
is buying up its debt at rock-bottom prices). 
Yet, on November 15th, the new military dic- 
tatorship of General Pervez Musharraf had 
issued the terms of its proposed restructur- 
ing. Commentators used to mutter darkly 
about the near-collapse of the entire market 
in emerging-market bonds should any coun- 
try ever default on one. 

Of course, Pakistan's default did not ex- 
actly come out of the blue. In January, the 
country, under the previous, elected govern- 
ment of Nawaz Sharif, did a deal with the 
Paris Club of official lenders to reschedule 
$3.3 billion of outstanding debt. The Paris 
Club always insists on “comparability” in 
the treatment of other creditors—so that 
none is offered better terms, in effect being 
paid off with the proceeds of the club’s len- 
iency. In the past, comparability had been 
applied to bank loans, but not to bonds. A 
mistaken belief grew up that bonds were se- 
nior to bank debt—though their exemption 
from rescheduling had nothing todo with le- 
gal seniority, and much todo with the practi- 
cal difficulties of cutting a deal with thou- 
sands of often unknown bondholders. 

In recent years, however, the bond mar- 
kets have become an ever more important 
source of finance for emerging markets. So 
this time round, the Paris Club insisted that 
bondholders “take a haircut” too. This re- 
flected the growing resentment among 
member governments that, when they have 
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stepped in to rescue countries hit by finan- 
cial crisis, their money has been used to bail 
out private investors. 

Investors were furious that Eurobonds 
were to be included in Pakistan’s debt re- 
structuring. They feared that it would set a 
worrying precedent. Indeed, this autumn, 
Ecuador has defaulted on both “Brady” 
bonds (repackaged commercial debt dating 
from the 1980s) and Eurobonds. But, despite 
the gloom, neither default has dented emerg- 
ing-market debt prices. 

At least Pakistan has handled its default 
more adroitly than Ecuador, which, though 
a tiny economy, managed to annoy every- 
one with its cack-handed approach. Not that 
Pakistan’s offer is generous: it is offering toex- 
change three Eurobond issues with a total 
face value of $610m, which mature over the 
next 30 months, for $620m-worth of six-year 
Eurobonds, paying a fixed interest rate of 
10%. Unlike Ecuador, Pakistan has not sim- 
ply presented this to the market as a fait ac- 
compli. Well, not quite. “The government,” 
according to its announcement of terms, “ex- 
pects 100% participation, because there is no 
alternative.” Pakistan, which is believed to 
have contacted the holders of 90% of its 
bonds, will probably get the support it is 


seeking for its restructuring, 

Yet this does not herald a broad-based 
agreement on how to involve the private sec- 
tor in resolving financial crises. Official cred- 
itors, especially since the summit of the G7 
group of rich countries in Cologne in June, 
are keen to “bail in” private ones. They have 
proposed changes in documentation to 
make bonds easier to reschedule. One plan is 
to extend the practice usual under English- 
style (as opposed to New York) law of allow- 
inga majority of bondholders to agree toa re- 
scheduling, rather than insisting on unanim- 
ity. Another is toappointa trustee whocould 
negotiate such terms on behalf of bondhold- 
ers. In fact Pakistan’s bonds are under Eng- 
lish law and have trustees. A third proposal 
is to extend to bonds sharing clauses typical 
in syndicated loans (stating that any recov- 
ery of capital must be shared pro rata). 


Not caring for sharing 

Private-sector groups that represent bond- 
holders are not keen on any of these ideas. 
The Emerging Markets Traders Association 
(emt), for example, wryly says itis in favour 
of “burden-sharing”—it wants official credi- 
tors to bear some of the pain too. After all, 
says a spokesman, in Ecuador the private 
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sector already took a haircut when it ex- 
changed commercial debt for Brady bonds 
earlier this decade, and now it is suffering 
again. EMTA also holds that, while bonds 
should not be exempt, nor should all classes 
of debt be treated equally. They have a point. 
Sovereign lenders often have objectives— 
such as boosting their country’s exports— 
other than earning a commercial return. 
Another private-sector body, the Inter- 
national Primary Market Association (IPMA) 
quibbles over the detail of majority-action 
provisions. Like emt and others, it favours a 
threshold of 90% of bondholders, compared 
with the 51-75% preferred by officialdom. It 
points out that the 75% majority typically re- 
quired under English law can translate to as 
little as 18.75% when attendance at a bond- 
holders’ meeting just scrapes past the 25% 
quorum. As for “sharing” clauses, 1pMA’s sec- 
retary-general, Clifford Dammers, is scath- 
ing. If bondholders are forced to share their 
winnings with other investors, what incen- 
tive do they have to pursue debtors? And in 
thatcase, is there a credible threat to force re- 
calcitrant debtors to pay? If bondholders are 
to be bailed in, they need to be sure that bail- 
outs are neither automatic nor unfair. 
mE 








Microfinance in cyberspace 


WASHINGTON, DC 


ACQUES ATTALI is a Frenchman with 

big ideas, best known for setting up the 

European Bank for Reconstruction and 
Development, and then leaving under a 
cloud over his extravagant taste in marble. 
Microfinance—the process of lending 
small amounts of money, without collater- 
al, to help poor people to become entrepre- 
neurs—is one of the trendiest areas of inter- 
national development. And the Internet is, 
well, the Internet. With these three ingredi- 
ents, it is perhaps not surprising that Pla- 
Net Finance—Mr Attali’s grand idea to use 
the Internet to promote microfinance—has 
made a big splash. 

The concept is appealing. There are 
about 10,000 microfinance institutions 
(mFis) worldwide. Some, notably one in- 
dustry pioneer, Grameen Bank in Bangla- 
desh, have become large, cyber-savvy or- 
ganisations. (A Grameen subsidiary is one 
of Bangladesh’s biggest Internet service 
providers.) But others are hampered by 
their remote location and a lack of funds 
and trained personnel. Mr Attali’s idea is 
that many mri requirements—informa- 
tion, training, systems support, rating and 
capital—could be delivered online. 

Founded in 1998, PlaNet Finance 
(www.planetfinance.org) aims to do just 
that. Although it is still a tiny organisa- 
tion—four paid staff and 16 volunteers in 





its Paris headquarters—its goals are ambi- 
tious. Its rating service, PlaNet Rating, ana- 
lyses microfinance sectors in individual 
countries. So far, it has looked at four coun- 
tries and evaluated nine individual mris. 
There is also a training ser- 
vice, launched on a pilot 
basis last month, when 50 
practitioners in 15 countries 
took part. An information 
service, PlaNet Library, lists 
2,000 microfinance organi- 
sations, and there is a tech- 
nical support group, PlaNet 
Systems, which has sent 
computers to Benin and 
mobile phones to Bangla- 
desh. There is also a mecha- 
nism for the public to make 
online donations to specific 
microcredit institutions. 
And, most controversially, 
plans are afoot to launch 
PlaNet Bank next year. This 
“bank” would raise money in the capital 
markets and, eventually, offer loans, guar- 
antees and equity capital to MFIs. 

With so many big plans, itis hardly sur- 
prising that PlaNet Finance is the subject of 
a lot of hype. There are reasons for cau- 
tion—and not just a clunky website. First, 
some of its ideas have already been tried 
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with little success. cGAp, an umbrella orga- 
nisation at the World Bank for microfi- 
nance, for instance, has looked into pro- 
moting online training for microfinance 
practitioners in the field. But too often, it 
says, Internet links were either non-exis- 
tent or too poor to be of much use to them. 
For the moment, most microcredit experts 
recommend cp-RoMs as more useful 
training tools. 

The biggest scepti- 
cism, however, surrounds 
PlaNet Bank. Now that mi- 
crofinance has become 
such a trendy area of de- 
velopment, cash is less of a 
problem. The World Bank 
estimates that between 
$400m and $600m of do- 
nor funds are earmarked 
for microfinance every 
year. And, given the pre- 
mium on “socially respon- 
sible” lending, big banks 
are trying desperately to 
find ways to support mi- 
crofinance. But it is hard to 
reach small, remote insti- 
tutions; and even harder to expand them 
quickly. So PlaNet Bank may be addressing 
the wrong problem. The main shortage fac- 
ing today’s mris is not of capital, but of in- 
stitutional capacity. With luck, the Internet 
could help to cure that. But the last thing 
microfinance needs is more money un- 
thinkingly thrown atit. 
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Fiscal flexibility 


Could finance ministers learn a few tricks from central bankers? 


T ISnow widely accepted that monetary 

policy is best set by an independent cen- 
tral bank, insulated from political pres- 
sures. But fiscal policy still remains in the 
hands of politicians. Indeed, most people 
would regard with horror the notion that 
tax rates might also be set by a band of un- 
elected officials. Yet that is exactly what 
some economists are now calling for. 

For example, Alan Blinder, an econo- 
mist at Princeton University and a former 
vice-chairman of America’s Federal Re- 
serve, has argued* that the institutional 
framework around monetary policy 
should be extended to fiscal policy. To un- 
derstand why, consider the arguments in 
favour of central-bank independence. 

Monetary policy affects the economy 
only after a long lag, so policymakers need 
a long time horizon. Short-sighted politi- 
cians might try to engineer a boom before 
an election, hoping that inflation would 
not rise until after the votes have been 
counted. An independent central bank 
shielded from political pressures is more 
likely to give priority to price stability; as a 
result its policies are seen by financial 
markets as more credible. An independent 
central bank can therefore deliver both 
lower inflation and more stable growth. 

Similar arguments can be applied to 
fiscal policy. Tax changes also have conse- 
quences that stretch far into the future. But 
politicians’ time horizons stretch only until 
the next election; all too often they are 
tempted to cut taxes ahead of an election, 
which can later cause the economy toover- 
heat. Mr Blinder concludes that the tax sys- 
tem would be simpler and more efficient if 
it were left to an independent agency, in 
the same way as monetary policy. 

This idea has now been adopted by the 
Business Council of Australiat as a way to 
make fiscal policy more flexible, while still 
maintaining discipline. At present fiscal 
policy is generally seen as less effective 
than monetary policy in steering the econ- 
omy. This is partly because, in most coun- 
tries, it takes ages to get parliamentary ap- 
proval for changes in taxes, so tax rates 
cannot be altered as fast as interest rates. As 
a result, tax cuts in response toa slowdown 
have typically arrived too late, fuelling the 
next boom rather than cushioning the im- 
pact of a recession. 

During the 1970s and 1980s, not only 
did fiscal fine-tuning fail, but budget defi- 
cits rose alarmingly. In recent years most 
governments (with the notable exception 
of Japan) have accordingly focused almost 





exclusively on trimming or eliminating 
their deficits. Governments in the euro 
area have, under their stability pact, set a 
limit on budget deficits of 3% of Gor. Some 
American economists favour a strict bal- 
anced-budget amendment. 

But by reducing the ability of fiscal pol- 
icy to respond to developments in the 
economy, such constraints could put an 
excessive burden on monetary policy to 
prevent economies from either overheat- 
ing or diving into recession. Central banks 
may enjoy their new powers, yet it could 
be argued that monetary policy is not well 
suited to this role, as its effects on the econ- 





omy are felt only after long and variable 
lags. Some studies suggest that fiscal policy 
is better suited to steering nominal de- 
mand, because once implemented (where 
the delays currently lie), it affects the econ- 
omy more swiftly than changes in interest 
rates. Furthermore, the effects of monetary 
policy tend to be spread less evenly across 
the economy than those of fiscal policy. 
For example, high interest rates and hence 
a stronger exchange rate squeeze manufac- 
turers more than other producers. 


Tuning up 
Nobody is now suggesting a return to 
1960s-style fiscal fine-tuning. But there 
would be advantages if fiscal policy could 
be made more effective. Several countries, 
such as Australia and New Zealand, have 
pioneered reforms to make fiscal policy 
more transparent and accountable. This 
helps to reduce the influence of short-term 
political interests. But the dilemma is how 
to make fiscal policy more flexible, inorder 
to take pressure off monetary policy, while 
still maintaining long-term discipline. 

The Business Council of Australia pro- 


poses that an independent body should be 
given the power to make small adjust- 
ments to tax rates in response to the state of 
the Australian economy without the need 
for parliamentary approval. This would 
both reduce the lags in fiscal policy and in- 
sulate it from political pressure. The gov- 
ernment would still determine the size of 
the welfare state and the structure of the tax 
system (eg, it would decide how progres- 
sive the income-tax schedule should be). It 
would also set a broad long-term goal for 
the budget deficit. The independent fiscal 
authority would then be given discretion to 
increase or reduce income-tax rates across 
the board within a narrow band of, say, a 
percentage point either side of existing 
rates. If it felt the economy was overheat- 
ing, say, it could raise taxes; if a recession 
loomed, it could cut them. 

This would ease the burden on mone- | 
tary policy. Nor need it always imply a 
tighter fiscal policy. Suppose, for example, 
that in the autumn of last year, when there 


were fears that global financial turmoil 
would drag the American economy into re- 
cession, policymakers had responded by 
cutting taxes rather than interest rates. The 
likely result is that America’s economic and 
financial imbalances would now look less 
serious. The cut in interest rates last year, 
which has only now been reversed, 
pushed share prices higher and encour- 
aged households and firms to borrow more 
and save less. The bigger these imbalances 
become, the more painful it will be to un- 
wind them. In an economy already dis- 
playing signs of financial excess, a tax cut 
delivered by an independent tax agency 
might have been safer than looser money. 

The idea of an independent fiscal au- 
thority deserves serious consideration. It 
may seem radical and undemocratic. But 
that, remember, is what many govern- 
ments once said of demands to make their 
central banks independent. 


* “Ig government too political?”. Foreign Affairs, Nov. į 
1997. | 
t “Avoiding boom/bust: macro-economic reform for a 
globalised economy”. Business Council of Australia, dis- 
cussion paper 2, October 1999. 
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Future perfect 


SCHOOLS BRIEF 


The sixth article in our series of schools briefs about finance 
looks at the apparently arcane world of derivatives and their 


importance to financial markets 


F YOU believe what you read in 

newspapers, derivatives (op- 
tions, swaps and so on) are new, 
complex, risky and nasty—and of 
value only to those who make 
money selling them. In the 
mid-1990s, indeed, rapid growth in 
derivatives markets (not to men- 
tion some spectacular losses by 
those that used them) prompted 
concerns among regulators that 
derivatives might pose a threat to 
the global financial system. 

In recent years these worries 
have abated, as regulators have be- 
come better acquainted with such 
instruments. Perhaps they should 
have learnt about them earlier. For 
although some (though far from 
all) of the mathematics used to cal- 
culate derivatives’ prices is fiend- 
ishly difficult, even the most com- 
plex can be broken down into two 
easily understood blocks: forward 
contracts, in which one party 
agrees to buy something from an- 
other at a specified future date for 
a specified price; and option con- 
tracts, in which one party agrees to 
provide the right-but not the obli- 
gation—to another to buy or sell 
something in the future. 

Neither is exactly new. Aristo- 
tle mentions options in “Politics”; 
and there was an active market in 
tulip options in Amsterdam in the 
17th century. In the same century 
an organised market for future de- 
livery of rice was developed in 
Osaka. Even before that, traders at 
medieval fairs used arrangements 
that were recognisably forward 
contracts. Much of the arcane lan- 
guage merely reflects the fact that 
these two blocks are being applied 
and combined in different ways. 

Forward markets are the sim- 
plest. In the markets for perishable 
commodities, their forward price 
is determined by expectations 
about future demand and supply. 
For financial assets, the price is de- 
termined by the cost of holding 
the asset. In foreign-exchange mar- 
kets, for example, the forward rate 
is arrived at by looking at the dif- 
ference between two currencies’ 
interest rates. Since no payments 
are made until the contract ex- 
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pires, the forward rate simply re- 
flects the fact that one currency is 
paying higher interest. If it did not, 
somebody could buy the currency 
and sell it back at the same price, 
earning greater interest over the 
life of the contract. In other words, 
forward prices are not a market's 
prediction about the direction a fi- 
nancial asset is likely to take. 

Although a recent innovation 
(the first currency swap was be- 
tween the World Bank and ism in 
1981), swaps markets are, in es- 
sence, like forward markets. The 
difference is that, in this market, 
the principal is paid back at the 
prevailing rate when the contract 
was signed (the spot rate); the two 
parties exchange interest pay- 
ments, again so that one cannot 
make a riskless profit. In a typical 
interest-rate swap, for example, 
one party pays a floating rate for 
the duration of the contract, and 
the other a fixed rate. Swaps are, in 
effect, a string of forward rates— 
that is forwards that begin when 
the previous one finishes. 


Calling the options 

Options are different. They are a 
form of insurance. They enable a 
purchaser to buy or sell an asset at 
a certain price on a given date, but 
allow him to walk away if he wish- 
es. The right to buy is generally 
dubbed a “call”, and tosell a “put”. 
There is also a difference between 
European-style options, which 
can be exercised (cashed in) only 
when they expire, and American- 
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style ones, which can be exercised 
at any time during the option’s life. 
So, for example, if a person buys a 
European-style six-month call op- 
tion on Citigroup, he would buy an 
option that has a six-month life, 
and can be exercised at the end of 
six months. If Citigroup’s share 
price falls in the meantime, he will 
not exercise the option. 

Derivatives are traded in two 
types of market. The first is on ex- 
changes, such as the London Inter- 
national Financial Futures and 
Options Exchange (LIFFe), or the 
Chicago Board of Trade (cBort). 
The second is the over-the-counter 
(orc) market—-that is, people and 
firms trading directly with one an- 
other. 

Exchange-traded derivatives 
differ in two main respects from 
otc ones. The first is that ex- 
change-traded contracts are al- 
most always standardised: they 
try to make trading more liquid 
(and thus cheaper) by getting 
everybody to trade the same con- 
tract. For many, such liquidity out- 
weighs some disadvantages, such 
as the fact that the instrument on 
which the contract is based might 
not be their preferred choice. 

The second difference is that 
contracts are (usually) with the ex- 
change’s clearing house, not with 
another bank, say. By guarantee- 
ing that the contract will be hon- 
oured, the exchange removes so- 
called credit risk—highly pertinent 
for derivatives, because these are 
contracts to buy and sell things in 
the future and there is a risk, in the 
otc market, of one of the contrac- 
tors going bust or refusing to pay. 

Clearing houses strip out this 
risk by asking users to stump up a 
deposit upfront (known as initial 
margin). They then ask for money 
from those that are losing on the 
contract and give it to those that 
are profiting, This is called varia- 
tion margin. This mechanism, in 
essence, substitutes for credit risk, 
the risk that losers might have to 
fork out should their trades turn 
sour. In late 1993, an inability to 
find this margin nearly pushed 
Metallgesellschaft, a big German 


mining conglomerate, to the brink. 
The same fate befell Ashanti Gold- 
fields, an African gold-mining 
firm, this year. 

Most derivatives are varia- 
tions of forwards and options, 
traded in different ways. A futures 
contract is really only a forward 
traded on an exchange. A swap- 
tion is an option on a swap. A fu- 
tures option is an option based on 
a futures contract. A cap is the 
short-term interest-rate version of 
a call. Straddles are a strategy 
whereby somebody simulta- 
neously sells a put and a call. 


A hedge by any other name 


Many things have contributed to 
the 12-fold increase since 1990 in 
the use of derivatives (see chart 1). 
Originally, the main demand 
came from farmers and those to 
whom they sold. Farmers knew 
their costs; to prosper (even to sur- 
vive), they needed to know at 
what price they could sell their 
produce. The cBor was set up as 
an agricultural exchange in 1848. 

In recent decades, demand 
has come mainly from those who 
wish to hedge financial exposures. 
Financial markets became more 
volatile in the 1970s and 1980s. 
After the breakdown of the Bretton 
Woods system of fixed exchange 
rates in the early 1970s, exchange 
rates became much more volatile. 
This was exacerbated by the two 
oil shocks in that decade and by 
higher inflation—which also led to 
more volatile interest rates (see 
chart 2 on next page). Demand for 
instruments to guard against these 
risks surged. 

The first currency futures were 
launched by the Chicago Mercan- 
tile Exchange's International Mon- 
etary Market in 1972; and the first 
interest-rate futures by thecsor in 
1975. Since then, derivatives ex- 
changes have sprung up in all de- 
veloped economies and in many 
developing ones. 

Demand comes from many 
quarters. Banks have used interest- 
rate derivatives to manage poten- 
tial mismatches between their as- 
sets (loans and so forth) and their 
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liabilities (checking accounts, for 
instance). Banks often have assets 
with a fixed rate of interest but pay 
a floating rate on their liabilities. 
To try to match these they could 
use interest-rate swaps, or they 
could purchase options that, for 
example, “cap” what they might 
be forced to pay out, or put a 
© “floor” on the rate they would re- 
~ ¢eive, Fund managers often use fu- 
tures to protect against a decline in 
the value of their equity and bond 
portfolios. They might, for exam- 
ple, sell stock-index futures if they 
were worried that the stockmarket 
would fall: if it did, the gains from 
their futures would, with luck, off- 
set the losses on their shares. 

Companies also use deriva- 
tives to manage the risk that move- 
ments in the price of currencies 
and commodities might make 
their business uneconomic. Take 
the example of a British company 
exporting to America. If sterling 
rises too much against the dollar, 
its products might become too ex- 
pensive. Soit might try to protect it- 
self by locking in an exchange rate 
using forward currency contracts, 
perhaps. 

Derivatives are also common- 
ly used by both financial and non- 
financial firms when they raise 
capital. A Japanese firm might 
want to borrow yen at a floating 
rate. However, there might be 
more demand for its debt from 
dollar-based investors who want 
to be paid a fixed rate. In that case it 
might be cheaper to issue fixed- 
rate dollar debt and use a currency 
swap (from dollars into yen) and 
an interest-rate swap (from fixed to 
floating interest rates) to achieve 
the desired result. 


Ihaveseen the future 


At the same time, financial firms 
have been able to satisfy (and of- 
ten to create) demand because 
they have become better able to 
put a price on derivatives and to 
develop almost limitless variants, 
some of them highly complex. 
Probably the most fundamen- 
tal advance in financial economics 
this century occurred in 1973, 
when two financial economists, 
Fischer Black and Myron Scholes 
(with help from a third, Robert 
Merton), published a paper with 
the snappy title “The pricing of op- 
tions and corporate liabilities”. 
This paper solved a riddle that ma- 
ny economists had failed to an- 
swer: what is an option worth? 
Take the example of a call option 
on a share. If the seller of the call 
buys the same amountof shares as 
he has granted the option buyer 
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the right to buy, he runs the risk 
that the market will fall and the 
call buyer will not exercise his op- 
tion. That would mean that the 
seller would be stuck with a loss- 
making holding. Calculating the 
worth of that option was little 
more than guesswork. 

Messrs Black and Scholes pro- 
vided an algorithm that worked 
out how to calculate an option’s 
worth. There are a number of in- 
puts into their model: the current 
price of the underlying asset; the 
option’s strike price (the price at 
which the purchaser can buy or 
sell something); the level of interest 
rates; the time to maturity; and the 
volatility of the asset. 

The last is the most important. 
The model does not try to predict 
in what direction the asset will 
move, but to calculate the risk of 
the option being exercised. This is 
best captured by seeing how vola- 
tile the asset is likely to be over the 
life of the option: the more volatile, 
the more likely it is that the option 
will be exercised—and the more 
expensive the option. Crucially, 
the model tells the seller how 
much of an asset a seller must buy 
or sell so as to cover his risks. This is 
called the hedge ratio or, more 
commonly, the option’s delta. 

Two other things have helped 
the development of the options 
market—and, indeed, other deriv- 
atives. The first has been immense 
advances in computer power and 
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a relentless decline in its price. The 
first pocket calculator, from Texas 
Instruments, also came on to the 
market in 1972. And, second, new 
exchanges have sprung up. The 
Chicago Board Options Exchange 
opened its doors in 1973; LIFFE be- 
gan trading in 1982; Matif in Paris in 
1986. The rivalry among these ex- 
changes is intense (see chart 3). In 
the past two years, for instance, the 
floor-based. tirre has lost Euro- 
pean business to the screen-based 
Eurex, so that tirre has been 
forced to abandon its expensive 
floor altogether. 


Risky galore 

Do derivatives make the world 
riskier? Certainly, some compa- 
nies that have used them have lost 
lots of money. Think, for example, 
of Procter & Gamble, which lost 
heavily in 1994 (as did several other 
firms) by using complex interest- 
rate swaps; or of Barings, a British 
bank that was felled in 1995 by the 
activities of an employee, Nick 
Leeson, in Japanese stockmarket 
futures and options markets. 

Yet in such cases derivatives 
were not, of themselves, the main 
culprits. Either or both of twoother 
problems were generally to blame. 
Many companies that lost money 
using derivatives treated their trea- 
sury departments, which deal 
with the cash coming into and out 
of a company and organise its bor- 
rowing, as a profit centre. This gave 
them an incentive to take risk. The 
second common fault has been 
bad risk management. In some 
cases—Barings is an example— 
this has opened the way for fraud. 

Others argue that derivatives 
increasingly affect the instru- 
ments on which they are based— 
the tail wagging the dog. This argu- 
ment, too, is wrong-headed. Deriv- 
atives are simply another, more 
efficient way of dealing in the un- 
derlying instrument (and swaps 
have no underlying instrument 







anyway); there is no- tail and no 
dog, since itis all one market.: 

A more sophisticated argu- 
ment is that derivatives encourage 
risk-taking because they have nat- 
ural leverage; somebody can gain 
control of an exposure to, say, a 
bond in the futures market for a 
small fraction of the amount that 
it would cost if he were to buy the 
bond itself. But leverage is not a 
property unique to derivatives 
markets. Companies can and do 
gain just as much leverage by buy- 
ing an asset and using it as collater- 
al for a loan. California’s Orange 
County managed to bankrupt it- 
self successfully by such means. 

Might modelling be inherently 
risky? Or, to put it another way, do 
the models by which derivatives 
are priced have any bearing on 
what is actually happening in the 
real world? If they do not—and re- 
member that derivatives are often 
long-term — contracts—problems 
might build up unspotted. In fact, 
there is a market for bog-standard 
derivatives; to that extent it is easy 
to determine their correct price. 
The problem arises only for the 
small number of complex ones. 
Even then, it is unclear that it is 
worse than any other risk-man- 
agement problem—putting your 
bad trades in the bottom drawer, 
for instance. 

There is, however, one area in 
which derivatives might increase 
volatility. An option seller can 
hedge himself by buying another 
option or by buying or selling 
shares, say, in the market. In some 
cases, when everyone is trying to 
sell something at the same time, 
the market might be driven down 
and the model would then force 
investors to sell even more. This ef- 
fect was widely blamed for the se- 
verity of the stockmarket crash in 
1987. Under so-called portfolio in- 
surance, by which investors had 
attempted to replicate the Black- 
Scholes hedge ratio for themselves 
(and thus cut costs), they were 
forced to sell increasing amounts 
of shares as the market fell. 

Yet such effects aside, most of 
the academic studies that have 
looked at the question have found 
that derivatives do not make fi- 
nancial markets more volatile; ma- 
ny, indeed, have found that the 
opposite is true. Perhaps this 
should come as no surprise. Deriv- 
atives are really only an efficient 
way of transferring risk from those 
that do not wantit to those that do. 
If risk is in safer hands, the net ef- 
fect ought to be to reduce volatility. 
That's not so nasty, is it? 
sini - EEEE 
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Double. double Hubble trouble 





“SCIENCE AND TECHNOLOGY 


Spaceflight was always a risky business. But the Americans are having a run 


of unusually bad luck 


HIS December may turn out to be a cru- 

cial time for Nasa, America’s space agen- 
cy. Over the past few months it has been hit 
by a string of mishaps. Its fleet of space shut- 
tles has been grounded since the summer 
while technicians check for frayed wiring~a 
problem revealed when one shuttle, Colum- 
bia, came close to having to make an emer- 
gency landing in July. Mars Climate Orbiter, 
an unmanned probe that was supposed to 
start circling its eponymous planet in Sep- 
tember, was lost thanks to a mix-up by its 
flight controllers over imperial and metric 
units. And on November 13th, the agency 
was forced to shut down its orbiting Hubble 
Space Telescope when one of the gyroscopes 
that give the telescope stability failed. 

Over the next few days, however, NASA 
has a chance to redeem itself on all three 
counts. On December 3rd another probe, 
Mars Polar Lander, is scheduled to touch 
down near the Martian south pole (see box 
on next page). And six days later, the space 
shuttle Discovery is due to blast off on a ten- 
day mission to fix the Hubble. If all goes well, 
the agency’s reputation will be restored by 
these events. If not, the sound of the budget- 
cutters’ knives will become much louder. 

nasa’s troubles began in the spring. The 
Hubble is equipped with six gyroscopes and 
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needs aminimum of three to orientate itself. 
Two had already failed.On April 2oth a third 
wentup the spout. 

The Hubble is one of nasa’s most impor- 
tant scientific machines (and, with all those 
pretty pictures-emanating from it, it is also 
one of its most important public-relations 
machines). On top of that, the ground-based 
operations that support it, whether it is 
working or not, cost some $20m a month. 
Simply letting the Hubble stop functioning 
was, therefore, regarded as a bad move. 

The agency duly responded by splitting 
a Hubble-servicing shuttle mission, original- 
ly planned for mid-2000, into two parts. One 
of them, involving Discovery, was supposed 
to have blasted off on October 14th. It would 
have fitted six new gyroscopes, a new com- 
puter, and some other bits and pieces of 
equipment during the course of four space 
walks. Other, less urgent, repairs and up- 
grades would have been made in a separate 
mission next year. 

But then Columbia experienced its little 
difficulty. On July 23rd, five seconds into its 
flight, a short-circuit caused two of the shut- 
tle’s six engine-control computers to fail. 
Then a pin broke loose from a tube carrying 
liquid oxygen into one of the craft’s main en- 
gines and fell on tosome cooling pipes, caus- 











ing a rupture. This made the engine overheat | 
slightly and burn fuel more quickly than’ 
usual. The result was that the shuttle ended | 
up ina lower orbit than intended. 

In thiscase, nasa got off lightly. Had any- 
thing else gone wrong, the crew would have 
been forced to perform an unprecedented 
emergency landing, either in Africa or at the 
Kennedy Space Centre in Florida. But a repe- 
tition could not be countenanced. So, after 
Columbia returned to earth and the pro- 
blems had been identified, technicians start- 
ed checking the other shuttles. 

Launches planned for the autumn were 
delayed and rearranged several times when 
dozens of similar faults were found. A 
launch of Endeavour that was scheduled for 
September had to be pushed back to Janu- 


ary 2000. Discovery's launch date to fix the 
Hubble was postponed first to November | 


19th, and then to December and. As a result, 
there have been only two shuttle launches 
this year—the fewest since 1988, when the 
shuttles started flying again after the Chal- 
lenger disaster. 

That was bad enough. But on November 
4th, nasa announced a further four-day de- 
lay to the launch of Discovery, so that one of 
the crafts main engines could be replaced 
after a broken-off piece of a drill-bit got stuck 
in a cooling tube. And on November 22nd, 
the launch was postponed yet again, until 
December oth at the earliest, after more 
damaged wiring was found. 

By this time, a fourth gyro on the Hubble 
had failed, and the telescope had been shut 
down. This will make the repairs harder than 
usual tocarry out, since the telescope will not 
be able to orientate itself to dock with the 
shuttle. And working on the Hubble is tricky 
enough in normal circumstances: it has been 
compared to wiring up a hi-fi in a dark cup- 
board, while wearing ski gloves. 


Gently doesit 


Obviously, nasa has to make sure the shut- 
tle is safe. But it cannot afford to delay much 
longer. Because the Hubble repair mission 
was originally scheduled for October, a deci- 
sion was taken to use the navigation software 
from the most recent previous mission to the 
Hubble, in 1997. This software, however, had 
not been fully checked for millennium bugs. 

Checking is still under way, but Nasa 
had assumed that it would avoid the pro- 
blem altogether by completing the mission 
before the end of the year. That assumption 
must now be in question. At the moment, the 
plan is to launch on December th and re- 
turn to earth on December 19th, but the 
launch date will be reviewed at a meetingon 
December ist—so there is still a risk of the 
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MASHING space probes into celestial 

bodies is becoming fashionable. In July, 
Lunar Prospector wascrashed ata speed of 
6,000kph (about 4,00omph) into a dark 
crater near the moon’s south pole in what 
proved to be an unsuccessful attempt to 
detect water. And this was merely the pre- 
cursor to several brutal encounters that are 
due to take place between spacecraft and 
astronomical objects over the next few 
years. Exploring the solar system is taking a 
violent turn. 

The European Space Agency (ESA) 
plans to chase a comet and then skewer it 
with a harpoon. America’s space agency, 
NASA, intends to use a huge copper projec- 
tile to blow a hole in another comet, to see 
whatit looks like inside. And on December 
3rd;-two football-sized probes will smash 
intothe surface of Mars. 

The two probes, known collectively as 
the Deep Space 2 mission, will be released 
from a probe called Mars Polar Lander ten 
minutes before that also touches down 
near the planet’s south pole (see main arti- 
cle). Unlike the lander itself, the probes 
have no parachutes or rocket motors to 
slow their descent—just a protective “ae- 
roshell”, which acts as a heat shield. This 
makes the probes small and light enough 
to piggyback on the lander. But they are 
also tough enough to survive an impact 
| with the Martian surface. This impact will 
smash their aeroshells to pieces and em- 
bed the probes in the soil. 

The impact will also cause the centre of 
each probe—a sensor linked to the rest of 








millennium bug causing trouble. 

Meanwhile, there have also been con- 
cerns over Mars Polar Lander. After the loss 
of Mars Climate Orbiter in September, an in- 
vestigation board was set up to determine 
what had gone wrong. The board took a 
close look at Mars Polar Lander to ensure 
that it would not encounter unexpected dif- 
ficulties. of its own. As well as recommending 
several changes in the organisation of the 
mission-control team, the board’s report, re- 
leased on November 10th, identified poten- 
tial. problems with the probe's landing 

~ thrusters that might have prevented it from 
touching down safely. 

Mars Polar Lander will be the first space- 
craft ever to attempt a “‘soft-pulsed thrust” 
landing. Unlike previous vehicles, which 
have used engines whose thrust can be con- 
trolled smoothly, it is equipped with a bank 
of 12.small thrusters, each of which is either 
on or off. The lander will control its descent 
by firing individual thrusters in rapid, pre- 
cise bursts under computer control. This ap- 
proach uses cheaper and simpler equip- 
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the device by an umbilicalcord—to bury it- 
self a metre or so into the ground. The 
probe’s main body will stay on the surface 
to transmit its findings up to the orbiting 
Mars Global Surveyor craft, which will 
then retransmit the data back to earth. 

The advantage of this violent approach 
is that slamming a probe into the Martian 
soil is easier and cheaper than messing 
around with a robot arm, and can pene- 
trate further below the surface. Although 
the probes will seek evidence of water in 
the soil, and take temperature and pressure 
readings, their main purpose is as.atechno- 
logical demonstration. If they work, the 
crash-landing technique could be used in 
subsequent missions to prick the skins of 
other celestial objects. 

Meanwhile, esa is planning an attack 





on a comet. Its three-tonne Rosetta probe 
willbe launched in 2003,andwillendupin | 
orbit around comet 46 p/Wirtanen in 2011. 
Since comets are leftovers from billions of 
years ago, they are regarded as crucial to 
understanding the formation of the solar 
system. This comet was chosen for investi- 
gation because it is relatively inactive— 
most of the volatile materials in its nucleus 
having been exhausted. (An active nucle- 
us, spewing out gas and dust, would be 
more dangerous to approach.) 

Having mapped the surface of the nu- 
cleus, Rosetta will release a small lander. As 
the lander is pulled in by the comet's weak 
gravity, it will unfurl three spring-loaded 
legs to absorb the energy of the impact, and. 
will then fire a harpoon into the comet's 
surface to ensure that it stays put. 

Compared with this gentle pinprick, 
however, the nasa researchers behind the 
Deep Impact probe are planning a giant 
bullet. In order to have a look at the inside 
of another comet—called p/Tempel-— 
they plan to smash a projectile weighing 
half a tonne into it at 36,000kph. This will, 
they calculate, produce a crater as big as a 
football field and deep enough to swallow 
aseven-storey building. 

The impact, which is planned for July 
4th 2005, will be so violent that it should be 
visible through small telescopes on earth. 
According to the planners, the mission will 
have “huge public appeal” because such 
an explosion “naturally attracts the public 
and schoolchildren”. Analysis of the re- 
sulting cloud of debris will provide infor- 
mation about conditions in the primordial 
solar system. It could also put the normal 
fireworks seen that day in the shade. 











ment than the conventional one, but 
execution is another matter. That, the report 
notes mildly, “has always been considered 
to be very difficult”’—-which is why it has 
never been tried before. 

The problem is that the engines might be 
so cold after n months in space that they will 
not respond with the split-second accuracy 
required. The report warned that this could 
“seriously impact” the stability of the vehicle 
during its descent, “possibly leading to a 
non-upright touchdown”—nasa-speak for 
a crash. The board therefore recommended 
that the engine heaters be switched on earlier 
than planned, to ensure that the engines are 
warm enough to work properly. 

Another concern is that the thrusters’ 
fuel might slosh around, causing some of 
them to fire unevenly. To overcome this, the 
board suggested firing the thrusters a few 
times at the start of the landing procedure to 
make certain they are operating uniformly. 

With luck, it will all work out. A month 
from now Discovery will be safely back on 
earth; the Hubble will have been fixed; and 


Mars Polar Lander will have arrived in one 
piece and will be sending back readings, pic- 
tures, and—thanks to its on-board micro- 
phone—sounds from any bug-eyed mon- 
sters that might come to have a look at it. 
With luck. But if not, some hard questions 
will be asked. And those asking them might 
feel it is time to apply some other rockets: to 
the backsides of NASA’s managers. 





A bright idea 


N AN August day in 1834 John Scott 

Russell, a Scottish engineer, was riding 
his horse alongside a canal when he noticed 
something unusual. A nearby barge had 
come to a sudden halt, causing a wave— “a 
rounded, smooth and well-defined heap of 
water’—to start moving along the canal. As 
Russell followed the wave for a mile or two, 
he realised that there was something special 
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about it: instead of spreading out, like most 
waves, it continued to move with exactly the 
same shape and speed, even after collisions 
with other waves. 

Russell was convinced that he had made 
an important discovery, and he built a tank 
in his garden to study the properties of such 
waves. Today, they are known as “solitons”, 
but it was only after Russell’s death that their 
significance became apparent. In the 1970s, 
researchers found that solitons can be used 
to transmit data down fibre-optic cables. By 
carefully shaping the light pulses that are 
used to encode information into solitonic 
form, it is possible to get them to travel much 
farther than run-of-the-mill waves will. 

The self-sustaining stability of a soliton, 
be it in a Scottish canal or down an optical fi- 
bre, is caused because the soliton’s progress 
changes the speed at which it is being propa- 
gated through the medium in which it is 
travelling. This slightly slows the pulse’s 
leading edge, and slightly quickens its tail. 
Together, these two effects counteract a 
wave’s normal tendency to dissipate, and al- 
low it to keep its shape. 

But communications technology based 
upon solitons has yet to escape from the lab- 
oratory. Now Algety Telecom, a new compa- 
ny based in Lannion, France, founded by 
several former researchers from France Tele- 
com, hopes to change that. Indeed, the com- 
pany is betting that soliton-based technol- 
ogy will become essential if network 
capacities are to keep pace with demand. 

Telecommunications operators have, for 
several years, been using a trick called “wave 
division multiplexing” (wpm) to squeeze 
more capacity out of their fibre-optic cables. 
WDM involves transmitting several separate 
channels of information down a single fibre, 
using slightly different frequencies (and 
hence colours) of light. This puts up the cost 
of the sending and receiving equipment but 
means, for example, that it is possible to in- 
crease transmission capacity 40-fold by 
sending 40 separate channels down one fi- 
bre, rather than having to lay 39 extra cables. 

But there is a problem. As the number of 
channels goes up, and the capacity of each 
channel is increased—a typical configura- 
tion now involves 40 channels operating at 
2.5 gigabits (billion bits) per second—the 
channels start to interfere with each other, 
and with themselves. The greater the capa- 
city, the shorter the distance the information 
can travel without getting garbled. One solu- 
tion to this problem would be to install inter- 
mediate relay stations to reduce the length of 
each hop. But an alternative is to use solitons. 
And that is what Algety has done. It plans to 
be the first company to combine solitons 
with wom in a commercial product. 

The most immediate application for the 
new technology is in long-distance transmis- 
sion. In February, the company established a 
new speed record for soliton transmission 
when it achieved a speed of one terabit 
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(thousand billion bits) per second over a dis- 
tance of 1,000km (620 miles). Without using 
solitons, it is only possible to achieve terabit 
speeds over a distance of 400km or so. 

For operators of long distance fibre-optic 
links, solitons will make it possible to 
achieve higher speeds without having to in- 
stall intermediate repeater stations along the 
way. And according to Jérôme Faul, Algety’s 
managing director, as the amount of data be- 
ing squeezed into cables increases, solitons 
will become increasingly attractive over 
shorter links too. 

Prototypes of Algety’s new equipment 
will be delivered to several large communi- 
cations providers early next year, and com- 
mercial production will begin soon after- 
wards. Russell’s curious discovery may then, 
at last, be put to good use. 


Monarch migration 
Magnetic 
personalities 


RIND up a monarch butterfly (admit- 

tedly an ugly thing to do to such a beau- 
tiful insect) and you may find a mystery. 
Among the organic gunk there are some- 
times particles that appear to be made of a 
mineral called magnetite. This substance is a 
form of iron oxide. In large quantities it is a 
useful ore of that metal. But in smaller 
amounts it once had another use: for it is, as 
its name suggests, a naturally occurring mag- 
net, and under the name of lodestone it was 
the main component of the first compasses. 

Like seafarers of old, monarchs are fam- 
ous for travelling long distances without 
charts. In winter, the entire population of the 
species—some 100m creatures—hibernates 
in a few groves of trees in central Mexico. 
Come the spring, these insects all fly north. 
By the summer there are monarchs as far 
away as Canada. In autumn, however, the 
descendants of the spring’s northward pio- 
neers head south for the safety of the Mexi- 
can trees again. 

How monarchs manage this tremen- 
dous feat of navigation has intrigued ento- 
mologists for decades, not least because— 
unlike migrating birds—-no individual but- 
terfly completes more than a fraction of the 
journey, so no process of follow-my-leader 
learning can possibly be involved. However, 
a study published in the Proceedings of the 
National Academy of Sciences, by Jason 
Etheredge of the University of Kansas and 
his colleagues, has cleared up part of the 
mystery, and has probably explained why 


monarchs carry a small amount of iron ore 


around inside them. 

Mr Etheredge tested the idea that mon- 
archs contain a magnetic compass that tells 
them which direction to fly in. He captured 
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some monarchs that were on the autumn leg 
of their migration and subjected them to a 
simple experiment. Each of the butterflies 
was released in the middle of a circular 
chamber. The released butterflies usually 
flew off immediately, and carried on flying 
until they came to the chamber wall. Mr 
Etheredge recorded exactly which bit of the 
wall they arrived at first. 

The captured butterflies were divided 
into three groups. The first group experi- 
enced the earth’s normal magnetic field. 
Most of these insects headed south-west—in 
the direction of the autumn migration. For 
the second group, however, the chamber 
was placed in a room encased in an alloy of ` 
nickel, iron, copper and molybdenum. This 
alloy screens out magnetic fields. The butter- 


flies duly took off at random. In the third... 


group, the chamber was surrounded by an 
electro-magnetic coil. This coil was used to 
produce a field of the same strength as the 
earth’s, but with the poles reversed. In re- 

sponse, the monarchs flew north-east. 

These results suggest that the monarchs’ 
migration is, indeed, guided by a magnetic. - 
compass (though it is known from previous 
work that the sun is also involved; these ex- 
periments were carried out in windowless 
rooms). But the interpretation of that com- 
pass needs to vary from generation to gener- 
ation; an instinct to fly south-west is not go- > 
ing to be much use in the spring. 

So far, the researchers have not looked at 
spring-migrating monarchs. But they did 
study some of the sedentary individuals that 
are the offspring of those migrants but do not 
themselves live long enough to make the 
journey back. In these insects, the magnetic 
sense of direction was turned off. Whether 
they still go to the bother of producing mag- ` 
netite remains, however, to be determined. 


Sticking together like magnets 
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Italian style is not just about style. 


The worldwide success of Italian style is not solely 
about image. It’s about turnover, volume and penetrating 
competitive markets. A success born of the entrepreneurial 
spirit of Italian managers, tackling business in a flexible 
zand ‘creative way. SDA Bocconi is the leading Italian 
Business School, and is EQUIS accredited. Its MBA offers 
international talents management training to world 
standards, but with that unique Italian style. A Milan-based, 


16-month course that teaches how to manage business 


pragmatically and creatively, in the classroom and in the 
field. To know more about the contents and advantages 


of our MBA course, fax or e-mail us for a brochure. 





The next MBA information sessions will be 
held in the following cities: Athens, Bangkok, Beirut, 
Berlin, Cairo, Helsinki, Istanbul, Manila, Munich, Oslo, Seoul, 
Singapore, Stocholm, Taipei, Tokyo. Find out more about 


location and dates at: www.sda.uni-bocconi.it/md/Ining.html 





Tel. ++39-025836.6605/6606 Fax ++39-025836.3275 E-mail: MBA@sda.uni-bocconi.it 
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Bocconi University School of Management 
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A brief history of beefing 
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An exhibition at the Museum of London shows that Anglo-French discord 


over beef is nothing new 


EEF has been a bone of contention be- 

tween the French and the British for cen- 
turies. The current spat over whether Gallic 
gourmets should be exposed to the hazards 
that may lurk in perfidious British steaks is 
just the latest skirmish in a food fight that 
goes back at least to 1066. That was the never- 
to-be-forgotten year when the Normans in- 
vaded Britain and were so dismayed by the 
gastronomy of the country which they had 
conquered that they not only subsequently 
brought their own meat with them, but they 
also imported its nomenclature—beef 
(boeuf), mutton (mouton), and pork (porc)— 
into the local language. 

A later outbreak of the long-running 
beef war is entertainingly documented in a 
mouth-watering exhibition running at the 
Museum of London until the end of Febru- 
ary. “London Eats Out” traces the history of 
public dining in the capital from Tudor times 
to the present. It shows how in the 18th cen- 
tury, when Anglo-French rivalry was at its 
height, the capacity of the Brits to devour co- 
lossal chunks of cattle, dripping with fat, was 
used by patriotic writers and artists to sym- 
bolise the nation’s superiority to the effete 
French, with their less robust tastes. 
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In 1748 William Hogarth painted “O the 
Roast Beef of Old England”. Set outside the 
gates of Calais, it shows a chef carrying a 
haunch of the hard stuff destined for an Eng- 
lish table, while a thin Frenchman slinks by 
with a pail of watery soup. More than 40 
years on, just after the French Revolution, 
Thomas Rowlandson was more explicit. His 
cartoon, “French Liberty/British Slavery”, 
depicts a plump John Bull moaning about 
taxation and tucking into a succulent rib, 
while his “liberated” French counterpart 
gnaws on a bunch of scallions. 

The exhibition covers public eating from 
its humblest aspects—Tudor fast-food cook- 
shops and Victorian soup kitchens—to its 
grandest. There is a splendid montage of a 
16th-century banquet staged by one of the 
City livery companies where the geese, once 
their flesh had been extracted and cooked, 
were reconstructed as lifelike table decora- 
tions in case the guests needed reminding 
about what they were eating. 

Street food has been a feature of the city- 
scape since earliest times, sometimes sold 
with complementary pleasures. Eighteenth- 
century oyster girls, for example, were reput- 
edly willing to give practical proof of the 





mollusc’s aphrodisiac qualities, although it 
is hard to see how they could have devoted 
their full attention to both sides of the busi- ` 
ness at once. 

Inns and taverns were the main indoor 
public eating establishments until the late 
17th century. Then coffee houses were estab- 
lished, and the new pleasure gardens boast- 
ed dining rooms, famous for their meagre 
portions and insolent, grasping waiters, 

The word “restaurant” first came into 
use about a century later. The fact that it is- 
French—and that coffee houses soon began 
to call themselves “cafés”—indicated that 
the balance of gastronomic power between 
Britain and France was shifting. 

Several French chefs fled to Britain with `- 
their aristocratic patrons soon after the revo- 
lution. Slowly, and not without resistance, 
they began to convince British trenchermen 
that there was a world of subtle delight to be 
enjoyed beyond roast beef, suet pudding 
and runny pies. In 1828 Louis Eustache Ude, © 
who had worked for Louis XVI, became 
head chef at Crockford’s gaming club, soon 
to become a foodies’ mecca, and wrote one 
of the first French cookery books to be pub- 
lished in English. 

In 1837 the redoubtable Alexis Soyer took 
over the kitchen at the new Reform Club in 
Pall Mall. One of the club’s early complaints 
books is displayed at the exhibition, show- 
ing how hard it was to please the crusty club- 
men of the day. There were constant moans 
about inattentive service and gruff, concise 
criticism of the cooking: “Beef tough; pota- 
toes cold”. 

With the coming of the railways, hotel ` 
dining rooms became a repository of fine 
food, and in 1890 Auguste Escoffier, perhaps 
the most famous French chef of all, took over 
the kitchens at the swish Savoy. By now, eat- 
ing out had come to be regarded asa positive — 
pleasure, enjoyable in itself, not just a matter | 
of snatching a bite while you happened tobe: 
away from home. 

For the next 75 years French cuisine was 
synonymous with discriminating dining. So- 
ho was the headquarters of London’s restau- 
rantindustry, and most ofits establishments 
were French, or they pretended to be. Marcel 
Boulestin, who opened his first London res- 
taurant in 1925, was a pioneer celebrity chef. 
He had a cookery school, a column in Vogue 
and the signal honour of presenting the first 
cookery programme on British television. 

In recent years, though, continental fare 
has had to surrender its dominance of Lon- 
don’s restaurant scene to a huge variety of 
ethnic establishments serving dishes from 
all corners of the globe. Britain has bred its 
own tribe of young, innovative chefs—even 
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Come fly with me 


Ballantine; 128 pages; $18.95. Harvill; £12 


T IShard to picture an art critic struggling 
to land a big shark on a small boat in 
choppy seas. But Robert Hughes is no or- 
dinary art critic. He combines an aes- 
thete’s sensibility with, even after his road 
accident, a swagman’s build and vigour. 
He is also a fine writer. Even those who 
prefer their fish on a plate will enjoy read- 
ing about his rod-and-reel adventures on 
the lakes, rivers and seas of his native Aus- 
tralia and of the United 
States, where he now lives. 
Fishing permits much 
time for contemplation, and 
Mr Hughes is at his reflective 
best when he explores the 
origins and etiquette of fly- 
fishing. The earliest known 
reference to this form of an- 
gling, he says, appeared in 
“De Natura Animalium” 
(On the Nature of Animals) 
by Aelian, a Roman writer of 
the late 2nd and early 3rd 
centuries ap. Aelian descri- 
bed how Macedonians did it 
on a river called the Astraeus. 
In order to make a fly that re- 
sembled a bumblebee, he 
wrote, the Macedonians 





A JERK ON Ong END: REFLECTIONS OF A MEDIOCRE FISHERMAN. By Robert Hughes. 


“wrap the hook in scarlet wool, and to the 
wool they attach two feathers that grow 
beneath acock’s wattles and are the colour 
of wax.” 

According to Mr Hughes, Roman nobs 
thought fishing bucolic and uninteresting, 
and ranked fishermen alongside shep- 
herds, labourers and peasants, people just 
above the level of slaves. So when did the 
class distinctions that now rend angling 





The thrill of the cast 


enter into the game? When did fly-fishing 
come to be regarded as a patrician activity 
and coarse-fishing as a plebeian one? 

Mr Hughes surmises that it started to 
happen in Georgian England. There and 
then, “one of the highest marks of a desir- 
able landholding was that, to use a much 
later phrase, ‘a river runs through it’, and 
that this river should hold fish, whose 
safety from proletarian intrusion must be 
upheld by law.” In consequence, in Eng- 
lish social portraiture, the creel of freshly 
caught trout joined the game bag of dead 
fur and feathers as one of the marks of the 
gentleman, at ease on his acres. 

As trout and salmon streams were 
closed to the hoi polloi, oth- 
er opportunities to fish ap- 
peared. The burgeoning in- 
dustrial revolution and a 
rapidly expanding railway 
network during the 19th cen- 
tury put thousands of folk 
within reach of the canals, 
ponds and flooded quarry 
pits that were by-products 
of industry. Coarse fish 
swam in them: pike and 
carp, tench and bream, and 
so on down to the tiny dace 
and gudgeon. 

Whether or not Mr 
Hughes’s plausible theory is 
correct, it intrigues and en- 
tertains. As does the rest of 
this small gem of a book. 








if the accolade they still covet is a star in 
France’s Michelin guide—and the French 
kitchen is again being marginalised by Lon- 
doners. Could that be what all the current 
beefing is about? 


Ayn Rand 


Still spouting 


~ 66 AYN RAND changed my life.” So goes 
. the phrase that, time and again, be- 
gins the story of how reading the 1,100-page 
saga, “Atlas Shrugged”, put the world into 
perspective for a teenager in crisis. “Atlas 
Shrugged” was published in 1957 and Rand’s 
other saga, “The Fountainhead”, in 1943. Yet 
the author, the precocious dark-eyed daugh- 
ter of a pharmacist, born Alissa Zinovievna 
Rosenbaum in St Petersburg in 1905, remains 
as popular as ever. 

In the past two years she has been hon- 
oured with a long worshipful documentary, 
a television film about her seduction of a 
young follower, a $ım auction of her memo- 
rabilia, and the issueofan American postage 
stamp bearing her likeness—although, given 
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half the chance, she might well have blown 
up a post office in the name of freedom. 
Rand’s novels sell some 300,000 copies a 
year, exhorting readers to think big about 
themselves, build big and earn big. New edi- 
tions of all her books carry postcards for 
readers who might be inclined to learn more 
about “objectivism’”, the author's credo, a 
blending of free markets, cold reason and 
guiltless Nietzschean self-assertion. 

Why the enduring appeal? Rand herself 
thought she knew. Her books, she said, gave 
readers “a sense of faith, courage and moral 
uplift—like the Bible.” Her stories celebrate 
epic struggles in which ideal men and wom- 
en are pitted against “looters” who champi- 
on mediocrity and weakness. The lessons for 
life are simple and coherent. The novels 
seem endless, but their narrative pull is hard 
to resist. 

In “Atlas Shrugged”, inventors, scientists 
and people of talent go on strike. Starved of 
ideas, the economy crumbles and society 
comes apart. At the book’s apocalyptic end, 
a handsome inventor emerges from his lair 
to rebuild from the ashes: “The road is 
cleared,” he says, “we are going back to the 
world.” At the same time, “he raised his 
hand, and over the desolate earth he traced 


in space the sign of the dollar.” 

The persistent success of “Atlas 
Shrugged” and “The Fountainhead” shows 
that Rand died (in 1982) without heirs to her 
blend of long-winded romance, edifying 
techno-psychology, and obdurate ideologi- 
cal rigidity, without situating such a tale in 
the ghetto of science fiction. Tom Wolfe’s 
iconic characters and social touring call 
Rand to mind (albeit Rand with a sense of 
humour),a comparison that Mr Wolfe might 
not welcome. 

Both “The Fountainhead” and “Atlas 
Shrugged” read like marathon screenplays— 
grandiloquent and campy. Rand, writing in 
a second language, was no Joseph Conrad. 
Establishing shots and dialogue set up end- 
less speeches denouncing government, reli- 
gion, schools for “subnormal children”, and 
other agencies of darkness. Rand’s protago- 
nists are technocratic Vikings, tall and sun- 
tanned with high cheekbones. Their adver- 
saries are grotesque or effeminate boilerplate 
scoundrels right out of central casting. 

The settings draw from a limited 1930s 
Hollywood vocabulary of skyscrapers, 
squalid tenements, newspaper offices and 
cavernous studios where architects, inven- 
tors, and scientists create while the swinish 
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crowd assembles to destroy them. 

When she joined relatives in Chicago in 
1925, Rand was already in love with Holly- 
wood and free enterprise. She changed her 
name (Ayn came from the name of a Finnish 
writer she hadn’t read; Rand from her type- 
writer's manufacturer) and headed for Los 
Angeles where a chance encounter with 
Cecil B. DeMille while he was directing “King 
of Kings” got her a job as an extra. DeMille 
called the young Russian “caviar”. 

Rand’s most memorable character, how- 
ever, was herself. In public, her props were a 
cape and a lit cigarette in a long holder. Anti- 
smoking campaigns, she said, were a con- 
spiracy to expand state power. She made 
that charge until her death from lung cancer 
in 1982. “I am without contradictions,” she 
liked to say, in heavily accented English. 

Scorned by intellectuals, her vengeance 
was a philosophical system based on the “ra- 
tional” pursuit of unregulated self-interest. 
She assembled “The Collective”, a rather Le- 
ninist sect of admirers, among them Alan 
Greenspan, now chairman of the Federal Re- 
serve Board. The slightest criticism banished 
one of them for life—and still does. Short and 
stern, Rand demanded unquestioning rever- 
ence. Apostates have written volumes about 
their imperious guru’s flaws. 

From her writings and her biography, 
the irascible Rand appears, if not a crank, 
then a hard character to accommodate polit- 
ically. Her fierce anti-Soviet views could 
have made her an important ally for Ameri- 
ca’s cold-war warriors if she had not been 
militantly atheistic. It was Rand who told the 
House Committee on Un-American Activi- 
ties thata film showing Russians smiling was 
inaccurate, because no one smiled in the So- 
viet Union. But she opposed Ronald Reagan 
out of fear that he was uniting religion with 
politics and might ban abortion, which she 
favoured. Homosexuals were sick, she said. 
Shakespeare and Beethoven were useless, as 
was all literature after her hero (and muse) 
Victor Hugo. 

In politics and economics, Rand's influ- 
ence is broad but thin.Gore Vidal was proba- 
bly right in guessing that “Atlas Shrugged” is 
the one book that everyone in Congress has 
read, and some feminists have been drawn 
to the writer whose journalist heroine is hap- 
pily raped by the “ideal man”, architect 
Howard Roark in “The Fountainhead”. Ca- 


evic our books of the 


OF BOOKS year; 20th-century 
history; millenarianism; the passage of 
time; post-war Japan; the British Isles; 
Irish deaths; Tibet, China and the Pan- 
chen Lama; Stalin and the Germans; new 
atlases; Berlioz; Colette; new French fic- | 
tion and much, much more. | 


In The Economist 
Review next week: 
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Rand saying Soviets don’t smile 


mille Paglia, maverick feminist as ever, has 
anointed her asa fellow Nietzschean. But Mr 
Greenspan no longer states publicly that 
“the basis of regulation is armed force”, as he 
did in anessay in “Capitalism: the Unknown 


Caravaggio 


M is for mystery 


MOREOVER 


Ideal’’,a volume of Rand dogma that has just 
been re-issued. 

Libertarianism is now too catholic to 
adopt Rand as its patron saint—her political 
writings ring with intolerance; her activism 
is too inquisitorial. All of this infuriates the 
proprietary Ayn Rand Institute, the remnant 
of “The Collective” which now collects roy- 
alties on Rand’s books and distributes the of- 
ficial Rand ideology from offices in Marina 
del Rey, California. The arı sued to block the 
auction of Rand memorabilia from a private 
collection last year, claiming that it held title 
to any object from Rand’s life. Independent 
scholars who doubt Rand's infallibility are 
treated like traitors and denied access to 
Rand's papers. 

Beyond the website battles between aca- 
demics dissecting Rand’s every utterance 
and acolytes out to embalm her intact for 
eternity, Rand’s reputation rests with the 
hundreds of thousands of impressionable 
readers who buy “Atlas Shrugged” and “The 
Fountainhead” every year. A new public 
could be in store. A four-hour television ad- 
aptation of “Atlas Shrugged”—the work of 
Albert Ruddy, who produced “The Godfa- 
ther” —begins filming next spring. 


Why has the enfant terrible of Italian Baroque come to exert such a powerful 
fascination in the last days of the 20th century? 


O FEWER than five books have recent- 

ly attempted to get to the bottom of Mi- 
chelangelo Merisi, the 16th-century stone- 
mason’s son known as Caravaggio after the 
name of the village where he was born. Is it 
his art that draws us to him, the fact that his 
shadows and contrasts present unparalleled 
interpretative possibilities? Or are we more 
fascinated by the life and loves of Baroque 
Rome where “M”, his nickname, was “ac- 
tive” as both artist and bisexual? 

The most unconventional new biogra- 
phy is “M” by Peter Robb, published in Aus- 
tralia last year and due to be released in the 
United States next February as “M: The Man 
Who Became Caravaggio” (Henry Holt; $30). 
Mr Robb's books combine virtuoso displays 
of investigative journalism with incisive cul- 
tural commentary, and here both are direct- 
ed towards a hunt for the grit and glamour of 
the Roman art world. Caravaggio and his as- 
sociates bitch, fret, indulge their sexualities 
and intrigue in ways which are easily under- 
standable to the contemporary reader, al- 
ready familiar with Derek Jarman’s vision of 
Caravaggio as gay icon (see box overleaf), 

“M” is equally accessible to modern no- 
tions of the artist as outsider. Caravaggio’s 
tempestuous career follows a collision 
course with the counter-Reformation 


“thought police” and the hypocrisy of his 
patrons and early critics. Rejection, exile and 
eventual death (or was it murder?) are the 
sure signs of the outsider’s success. 

These emphases have already provoked 
a minor literary controversy. Foremost 
among the critics has been Helen Langdon 
whose biography of the artist (“Caravaggio: 
A Life”; Chatto; £25) has the advantage of 
greater academic breadth and measure than 
“M”. Yet traditional art history can no more 
claim possession of a definitive “truth” 
about Caravaggio’s life and art than other 
more wayward interpretations. He left no 
writings save for a few early sentences and 
some terse statements from a libel trial initi- 
ated by one of his many enemies. 

Each of the five books presents a highly 
individualised portrait which can never be 
fully reconciled with the next. And this un- 
certainty is probably appropriate. The sense 
of connection that today’s generation has 
with Caravaggio derives from his ability to 
elude all attempts at easy categorisation, just 
as he continues to beguile fresh generations 
of viewers with images which seem tangibly 
vivid on the one hand, and deeply mysteri- 
ous and other-worldly on the other. 

The uncertainty is particularly evident 
in discussions of Caravaggio’s sexuality and 
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M’s Caravaggio 


religious convictions. Thirty years ago, at the 
height of the sexual revolution, an American 
historian observed famously that a Caravag- 
gio painting of a boy bitten by a lizard must 
depict homosexuality because the adoles- 


Masked ball 


E WAS many things: “A crucial figure 

in British cinema”; “the gay guru”; “a 
jewelled magpie”; “a decaying necroman- 
cer” were some of the labels attached to De- 
rek Jarman by critics,enemies, and by him- 
self. From his schooldays onwards he was a 
painter, and he painted all his life. In his 
20s, he was also a set designer. In his 30s, he 
| became a maverick film maker. In his 40s, 
he was diagnosed as being Hiv positive. 
And in 1994, aged 51, he died of aips. 

Jarman’s films, all made with tiny bud- 
gets, seem likely to survive him longest. His 
1986 “Caravaggio” is a dazzling recreation 
of the painter’s world, emphasising the sex- 
ual eclecticism of the stonemason’s son 
and his group, all done in a style reminis- 
centof the painter’s own work. “Edward II” 
(1991) is a modern-dress, rough-trade 
abridgement of Marlowe’s play, and “Witt- 
genstein” (1993) is a stark study of the phi- 
losopher crammed into just 75 minutes. 

All three protagonists had obvious ap- 
peal to Jarman the “gay guru”. But his more 
urgent, angry movies—“Jubilee” (1978) and 
| “The Last of England” (1987)—reveal a man 
at odds with Jarman the conscious rebel: 
their fury with modern “decadence” dis- 
guises a romantic nostalgia that is not un- 
like that to be found in the early satires of 
Evelyn Waugh. 

This is less surprising than it appears. 
In “Who's Who”, Jarman’s father de- 
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cent’s reaction “suggests a womanish whim- 
per rather than a virile shout”. Much dis- 
tance has been travelled since then, but still 
no consensus has been reached. Ms Lang- 
don, for example, sees suggestions of homo- 
sexuality as an allegation against the artist's 
character. Catherine Puglisi’s “Caravaggio” 
(Phaidon; £39.95), by contrast, is more com- 
fortable charting the relative certainties of 
artistic and symbolic sources than in specu- 
lating about complex personal meanings. 

If readers are left confused by all this 
then they will probably not be helped by Leo 
Bersani’s and Ulysse Dutoit’s monograph. 
“Caravaggio’s Secrets” (mit; $25) takes the is- 
sue one step further, moulding it to the per- 
verse logic of current psychoanalytic theory. 
It interprets the ambiguous sexuality in Ca- 
ravaggio’s paintings as the result of attempts 
to solicit and simultaneously conceal an 
only partially revealed homoerotic drive. 

It may be that Caravaggio and his pa- 
trons were more fluid and resistant to being 
reduced to a single image than some of the 
interpretations allow. Caravaggio was, after 
all, a master of shifting and theatrical self- 
projection. He is remembered particularly 


for the enigmatic self-portrayals inserted 
into his religious canvases: as the strangely 
detached bystander at the execution of St 
Matthew; as the severed head of Goliath; 
and as a witness trying to observe or (possi- 
bly) to participate in the betrayal of Christ. 

This last painting is one of the century's 
key rediscoveries and provides a fitting cen- 
trepiece to a catalogue sponsored by the Je- 
suits of Boston College. “Saints and Sinners”, 
edited by Franco Mormando (University of 
Chicago Press; $43.95), painstakingly recon- 
structs the devotional context to Caravag- 
gio’s world. Yet for all its illumination, it still 
cannot resolve the central issue of Caravag- 
gio and religion. It sifts through decades of 
conflicting arguments ranging from the pos- 
sible influences of at least four religious or- 
ders to heretical or even anti-religious sym- 
pathies which are supposedly evident in 
Caravaggio’s refusal to idealise Christian 
subjects. In the end, however, it can only 
proffer “our uncertainty about the purposes 
that this art was intended, or was able, to 
serve”. Perhaps the paintings are best left to 
speak for themselves. 





DEREK JARMAN. By Tony Peake. Little, Brown; 624 pages; £25 


scribed himself as “Air Commodore Lance 
Michael Elworthy-Jarman, son of Hedley 
Elworthy and Mary Elizabeth Jarman (née 
Chatterway-Clarke); married 1940 Eliza- 
beth Evelyn Litton-Puttock”. Tony Peake’s 
otherwise exhaustive biography quotes 
neither “Who's Who” nor its array of hy- 
phenated double barrels. But it shows how 
assiduously Jarman’s father, born in New 
Zealand, built a career as a British officer— 
and how sternly he treated his arty son. 

Close to his mother, alienated from his 
father, Jarman was sent away to boarding 
school where he was once, traumatically, 
caught in bed with another boy. Jarman’s 
account of the incident varied, “never al- 
lowing”, as Mr Peake admits, “too much at- 
tention to truth to undermine a good nar- 
rative.” At all events, his personal pattern 
was set early. But it included much of his 
father’s character and courage. By 1986, Jar- 
man knew that he had arps. Yet he wrote in 
his diary, almost in his father’s voice: “Pull 
yourself together and put on the best of 
your masks to face the new day.” 

They were an odd family. One day Jar- 
man’s father presented him with “my 
school report and bills, the cost of an edu- 
cation to make me ‘an Englishman’.” Later, 
when his wife, Jarman’s mother, was dying 
of cancer, the air commodore succumbed 
to kleptomania. And the family took home 
movies when to do so was highly unusual. 





Jarman’s Caravaggio 


Mrs Jarman herself once remarked to her 
husband: “Tm so glad our children haven't 
grown up normal. They're so much more 
interesting than their friends.” 

Jarman himself treasured home mov- 
ies. He constantly used a hand-held Su- 
per-8. Of the miles of film he shot, his last 
pictures were his most personal: “War Re- 
quiem” (with Benjamin Britten’s music 
and Wilfred Owen's words); “The Garden” 
(about the pebbly garden he grew at his cot- 
tage on shingly, windswept Dungeness); 
and “Blue” (justa blue screen with a sound- 
track). Telling this teeming story, Tony 
Peake sometimes gushes and occasionally 
errs. But his labour of love brings back to 
life a fascinating man. 
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HEN he was six weeks old, [~ = 
Paul Bowles was undressed | 

by his father and placed naked in 
a wicker cot on the third-storey 
windowsill of a brownstone in 
Queens during a snowstorm. 
Only the intervention of his ma- 
ternal grandmother, who heard 
his cries of distress and rushed to 
the rescue, saved “the only Amer- 
ican existentialist” from certain 
death in babyhood. 

This may or may not have ac- 
tually happened. Young Paul so 
hated his father Claude, a New 
York dentist whose “mere pres- 
ence meant misery”, that he was 
prepared to believe him capable 
of anything, even attempted in- 
fanticide. It was also just the sort 
of horror story that excited Paul 
Bowles's imagination. 

A fascination with macabre 
cruelty suffuses his fiction—a fas- 
cination initially inspired in him 
by the tales of Edgar Allan Poe he 
read as a boy. Indeed, so en- 
thralled was young Bowles by 
Poe, that he enrolled as a student 
at the University of Virginia in 
Charlottesville only because his 
hero had gone there. 

As a composer of ballet music 
and the incidental music for films 
and plays, including Tennessee 
Williams’s “The Glass Menagerie” 
and “Sweet Bird of Youth”, Mr 
Bowles continued to be influ- 
enced by American music, partic- 
ularly the music of his early pa- 
tron, and perhaps lover, Aaron Copland. But in his politics and, 
except for Poe, in his writing he increasingly sought inspiration 
from elsewhere, especially from the writers, artists and intellectu- 
als he got to know in Paris and Berlin in the early 1930s. They in- 
cluded Gide, Auden, Isherwood, Cocteau and Gertrude Stein. 

Asa then very impressionable youth, he veered to the Stalinist 
left. Such was his zealotry, he commissioned, at his own expense, 
15,000 stickers for distribution in Mexico that called for the death 
of the exiled Trotsky. 


Dark ideas in a bright light 


After the second world war, Mr Bowles, by then relatively apoliti- 
cal, left America to live in Morocco. There, in Tangiers, he wrote 
“The Sheltering Sky”, a classic often listed among the great novels 
of the 20th century. As succinctly summarised by the author him- 
self, it is “an adventure story in which the adventures take place on 
two planes simultaneously: in the actual desert, and in the inner 
desert of the spirit.” 

For some reason, the novel is more highly regarded in Europe 
than America. It may be that Mr Bowles’s bleak world is more ac- 
cessible to societies that experienced the full horrors of two world 
wars. Like other atheistic existentialists, Mr Bowles put no store ina 








tialist”, died on November 18th, aged 88 





Paul Bowles 


compassionate God, let alone the 
innate goodness of man. His 
characters are, as a British critic, 
Melvyn Bragg, says, “acted upon 
rather than acting for them- 
selves”; often westerners at the 
mercy of unpredictable events in 
incomprehensible Arab lands. 

When Mr Bowles handed in 
the manuscript of “The Sheltering 
Sky” to Doubleday, the New York 
publishing house said it “unhesi- 
tatingly rejected it”. The author, it 
complained, had contracted for a 
novel and produced something 
else. After coming out first in Eng- 
land, the book was eventually 
published in the United States in 
1949 amid much critical acclaim, 
orchestrated by a rave review by 
Tennessee Williams in the New 
York Times. 

For 40 years, this marked the 
peak of Mr Bowles’s career as a 
writer. Other novels as well as col- 
lections of sometimes Gothic 
short stories followed, but his lit- 
erary fame was eclipsed by his 
cult status. Most unfairly, he and 
his wife, Jane, an author in her 
own right and a late convert to 
Catholicism, came to be seen as 
mere celebrities. In the public 
imagination, they personified the 
louche life of the “Tangerines”—a 
colony of drug-addicted, sexually 
predatory and generally de- 
cadent western would-be writers 
and intellectuals in Tangiers. 

Most of the leading lights of 
the American “Beat Generation” called at Mr Bowles’s apartment 
in Tangiers. So did visiting journalists in search of a quote and acol- 
ourful personality. He nearly always treated them courteously, yet 
he gave little of himself away. His autobiography, “Without Stop- 
ping”, was just as reticent. In reviewing it, William Burroughs, the 
author of “The Naked Lunch” and a close friend, mischievously re- 
titled it “Without Telling”. 

His books continued to be read in Europe but in the United 
States his literary reputation was remaindered by the time his wife, 
a lesbian to whom he was devoted, died in 1973. The label he was 
stuck with, “the only American existentialist”, served to confirm 
the foreignness of his ideas in the minds of his fellow Americans. 

Cult status seemed to be his lot when Bernardo Bertolucci, an 
Italian film director, rescued his literary reputation. Mr Bertoluc- 
ci’s film version of “The Sheltering Sky”, starring John Malkovich 
and with Mr Bowles himself in a cameo role, opens the story out 
and romanticises the characters. Mr Bowles thought it “awful” but 
itinspired Americans again to read his long forgotten masterwork. 

The rest of Mr Bowles's fiction remains largely neglected. He 
seems destined, like Malcolm Lowry (“Under the Volcano”) and 
Jack Kerouac (“On the Road”), to be remembered mainly for one 
novel, Mr Bertolucci’s 1990 film gave it legs, but it is a great one. 
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Presents a global overview of the 
business enterprise and its strategic 


The Oxford challenges. This programme at 


Templeton provides a unique 
Advanc ed opportunity to stand back and pursue 


your own learning agenda, assisted by 


M anagement a world class team of individual tutors 
Programme and in the company of some of the 


most international and high calibre 


senior executives. 





9 January ~ 5 February | 18 June — 15 July 2000 





f Name 
| Please send details of: zx 7 
| The Oxford Advanced Management Programme Address AL i So eat the Se Ba ee 

Return to: 

Caroline Lomas, Templeton College —— S Se eS f 
| University of Oxford pikea EEE ase i 
| Oxford 0X1 5NY, England Tel l 
| Tel +44 (0}1865 422771 Fax +44 (0)1865 422501 Fax 
| Email amp@templeton.oxford.ac.uk cama P 

www.templeton.ox.ac.uk Email 
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MEDEA 


MASTER IN ENERGY AND ENVIRONMENTAL 
MANAGEMENT AND ECONOMICS 


The Scuola Superiore Enrico Mattei announces a competition for an academic course that leads to a Master's Degree in Energy 
s and Environmental Management and Economics - MEDEA. The Master is offered to Italian and foreign university e 
graduates that are interested in career paths within firms, authorities and other institutions operating in the energy and enviranmental sectors. 
For the academic year 2000-2001, the Scuola Superiore Enrico Mattei will select a maximum of 50 candidates. 
Two programs of the MEDEA are offered: i 


Management of Energy and Environmental Firms 
Energy and Environmental Economics 


Bath protites consist of preliminary courses, followed by fundamental courses (common to the two programs) and by a 
wide range of specialisation classes. From these classes the students, together with the School tutors, may choose their individual curricula. 
The academic year runs for ten months, from September 3, 2000 through to June 28, 2001.Full-time attendance is required. 
„in view of the fact that the majority of the courses are conducted in Italian, an intensive italian fanguage course will be held from early June 
oe to the just, Those who have successfully completed the programme of study will be awarded a 
: ister's Degree in.Energy and Environmental Management and Economics - MEDEA, <: 


eee REQUIREMENTS 
dmission is subject to the following requirements: 
demic qualification abroad, in departments of: Business Administration, Chemistry, Economics, 
ology, industrial Chemistry, Political Sciences (Economic pregram); 
f i lin 4-years Degree programmes; after 31-12-4971, 
‘ogrammes; after 31-12-1970 for foreign candidates; 
the English language. : i 







































“Italian candidates will atte 
Budapest, Cairo, Caracas 





: ‘Program “Energy and Environmental Economics 


Preliminary Courses 


Applied econometrics 
Macroeconomics seminars 
Mathematical methods for economics 
Microeconomics seminars 
Seminars on the interpretation of the balance sheet 
















Energy sources 

























Basic Common Courses 


finance : Energy economics and policy * Energy uses and environmental impact 
mental economics and policy * Geopolitics of energy + Seminars on business ethics 


Speciatised Courses 
Area of Economic Analysis 


Analytical tools for energy economics 
Economic evaluation of environmental goods 
Utility regulation 


Area of Modelling and Forecasting 


Demand side management 
Energy modelling 
Environmental audit 
Environmental impact assessment 
Environmental modellin 
Short term economic anatysis and forecasting techniques 
Area of Finance and Control 
Cost analysis 

Financial tools for energy markets 
international financial markets 
Risk analysis and management 








n nt Science and Organisation 


vironmental impact assessment 
Legal aspects of management 
i al models and human resources management 
Project management 
Technology and innovation management 
Area of Policy and Strategy 
Energy contracts 
Environmental audit 
Formulation of energy and environmental policies 
Strate management 
< Strategic marketing 
of Finance and Control 








































analysis and management 
Business game on the oil company management 











Due to teaching and organisational reasons, the above written programme might be changed. 





For further information, leaflet and application form, please contact the Schoo! Secretary at: 
ENI-Scuola Superiore Enrico Mattei, piazza Santa Barbara 7, 20097 San Donato Milanese (MI), Italy. 
29-02-520-58948 or +39-02-520-58960. Fax: +39-02-520-58939. http:/Awww-eni.it/scuolamattei e-mail: info.scuolamattei@eni.it 
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NIMBAS 







Modular, Distance 
Learning and Flexible 
Evening programmes 










A NIMBAS-Bradford 
MBA degree is a powerful 
boost for your business career 


NIMBAS, the Associate Institute of the University of Bradford, 
UK, enables University graduates to earn the prestigious University 
of Bradford MBA degree in the Netherlands or in Germany 


» ONE-YEAR FULL-TIME MBA < 


In Utrecht, the Netherlands 


> TWO-YEAR PART-TIME MBA «4 


In Utrecht, The Netherlands and in Bonn, Mainz and Berlin, Germany 


> TWO-YEAR EXECUTIVE MBA « 
Seven 9-day sessions (Saturday/Sunday/one working 
week/Saturday/Sunday) two sessions in the Netherlands, 
two in the UK, two in Germany and one in France 







A Henley MBA is in a class of its own. 
All the study is designed to be relevant and 


in most cases immediately applicable. 















If you're launching 
into an MBA, 

we make sure of 
one thing. 


Where possible we use live case studies, we NIM BA S 
GRADUATE SCHOOL OF MANAGEMENT 

i NIMBAS, Nieuweg t6 3512 LPL X 

So when you return to work you will be Telephone: +31 ( 150 


E-mail: NIMBAS compus. om web site: hupidher 





























won't just swamp you with theory, 


able to put the experience and knowledge 





gained to immediate use. 


Being an international business school 
means that a Henley MBA is recognised 
and respected throughout the world. 


You hit the ground 
running. 


The Maastricht School of Executive MBA 
Management (MSM) has Programme 
restructured its programmes to Part-time - 24 months 
better prepare its W General and Strategic 
graduates for the challenges Management 
of the 21st century. W Aviation Management 
W Decision Support Systems 
Globalisation Issues Wi WE Hotel Management & Tourism 
Leadership Skills W 
Entrepreneurship Wi Language of instruction: English 
Cross Cultural Management W 
Teamwork W For more information 
Change Management W please contact: 
Maastricht School of 
MBAProgramme Management (MSM) 
Full-time - 12 months Department MBA 
E Accounting & Finance P.O. Box 1203 
W E-Business 6201 BE Maastricht 
WM Globalisation The Netherlands 
W Hotel Management & Tourism Tel.  : +3143 3618318 
Wi Corporate Strategy and Fax  : +3143 3618330 
Economic Policy e-mail : mba@msmnl 
W Management of Government Internet : www.msm.nl 


C MSM 
Maastricht School of Management 
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If you want to study for a first class MBA 
and hit the ground running, don’t take off 


for anywhere else. 
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DALA Email: mba@henleymc.ac.uk 


Secretion Internet: www.henleymc.ac.uk 
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Prepared for the cyber-paced 
business world? 


THESEUS in collaboration 
with CERAM, Sophia Antipolis, 
offers a one-year full-time 
accredited MBA program in 

| English, focusing on Information 
Management and High-Tech 
Entrepreneurship. 

Cutting edge topics covered: 

| * E-Business 

* Innovation 

* Knowledge Management 

° New Venture Financing 





| THESEUS 





For more information 
www. thesens.cdu 


Contact: Eddy Travia, admissions@theseus.fr 


BP 169 — 06903 Sophia Antipolis, 





Tel: +33 (0) 4 92 94 51 00 
Fax: +33 (0) 4 93 65 38 37 
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MSc Trade, Transport & Finance 
MSc Shipping, Trade & Finance 








concentrated courses on important areas of international economies: 


profound traming of skills in economic analysis, methods of empirical research 
and economic policy evaluation: 


. 


designed for economists holding a university degree who are interested in a 
career with international organisations, domestic policy and academic 
institutions, international corporations etc, 
Courses: Lecturers: 


Macroeconomics in Open Economies Richard Clarida (Columbia) 


International Financial Markets Richard Levich (New York) 
Global Banking ingo Walter (New York) 
Empirical Methods in Finance Stefan Mittnik (Kiel) 
Environmental Economics Geoffrey Heal (Columbia) 
International Trade David Greenaway (Nottingham) 
European Economic integration Richard Baldwin (Geneva) 
Political Economy in Open Economies Roberto Perotti (Columbia) 


Economic Growth and Development 


For detailed information write to: 
institute of World Economics + Advanced Studies « D-24100 Kiel + Germany 
Fax: Germany+43 1485853 « Internet info htups/www.uni-kiel.de/ifw/ 





KIEL INSTITUTE 
OF WORLD ECONOMICS 

















Advanced Studies 
in International Economic Policy Research 
August 1, 2000 - May 31, 2001 

































and Aaron Tornell (Harvard) 


















Sebastian Edwards (UCLA) 














If you bring the talent we'll provide the knowledge 
for a successful international business career in 
banking, finance, international trade and transport 
or stockbroking. 


We have 850 graduates in over 75 countries who 
enjoy an international career. 


But success is not easy. Our 14 month course is 
intensive and demanding, pulling in practitioners 
from the City of London as well as our own 

City experts, many with international reputations. 


Call us for more information on: 


Te: +44 (0)207 477 8606 


E-mail: 
stf@city.ac.uk 


http://www.city.ac.uk/stf 
Our next Information Session: CITY 
4th Feb 2000 i R 
Su University 
BUSINESS SCHOOL 


THE UNIVERSITY FOR BUSINESS AND THE PROFESSIONS 



















Home Study Course in Economics 


A.10-lesson study that will throw light 
on today’s baffling problems. Tuition 
free—small charge for materials. 
Write: Henry George Institute, 
121 East 30th Street, 
New York NY 10016, USA 


gn ne Web! http /Iwww.henrygeorge.org 


B.S., M.S, Ph.D, Many fields: 5 
NO COST evaluation! Send resume. 
6400 UPTOWN BLVD NE + SUITE 398:W 
Dept.34 - ALBUG., NM 87110-USA 
34@centuryuniversity.edu 
3 1-800-240-6757 
?  ONLUNE OPTIONS 


















ga UNIVERSITY OF 


OxFORD 


* Established 2-year postgraduate (M.Phil.) programme 

* Written examinations and 30,000-word thesis 

* Core courses in European Integration and European Government 
* Choice of optional courses 

* Training in Social Science research methods 

* Possible term out in a Continental University 

* Doctoral opportunities in Politics 


European Politics and Society 










Closing date 31 January 2000. Centre for European Politics, Economics and Society 
Social Studies Faculty Centre, George Street, Oxford, OXI 2RL, UK 
email: cepes@soestad.ox.ac.uk Website: http:/www.ssfc.ox.ac.uk/cepes 












Centre for European Politics, Economics and Society - Director: Prof. Jeremy Richardson 









UNIVERSITY DEGREE 


For Life, Academic & Work Experience 


Degrees for people who want to be more effective 
and secure in their jobs or professions. 


Earn your BACHELOR'S, MASTER'S or DOCTORATE degree by 







Mat u utilizing your life and work experience. College equivalent credits are 
rth yah given for your: Job, military, company training, Industrial 
position a | courses, seminars and business experience. 
legal degree We accept college credits no matter when taken, 
and Our graduates are recognized for their achievements in business and 
transcripts industry. We will assist you in completing your degree requirements 





at your own pace through home study. 
Send/ax detailed resume for a NO COST evaluation. 


Pacific Western University 
1210 Auahi Street, Dept 137, Honolulu, HI 96814-4922 
1-(808) 597-1908 
CALL: (800) 423-3244 ext. 137 UK: 0800-960-413 
Fax: (310) 471-6456 E-Mail:admissions@pwu.com 


http:/Avww.pwu-hi.edu 





“As you know 
experience is 
still the best 

teacher... But 
degrees open 
doars,” 



























THE UNIVERSITY 
OF BIRMINGHAM 


THE BIRMINGHAM BUSINESS SCHOOL 
MBA IN INTERNATIONAL 
BANKING & FINANCE 


Specialisms offered in 
Investments, Banking and Corporate Finance 


For details of full-time programmes contact: 


Rachel Betts, The Birmingham Business School, Priorsfield, 
Edgbaston, Birmingham B15 2RU. Telephone +44 (0)121 414 6239, 
fax +44 (0)121 414 3358. (www.bham.ac.uk/business). 


Visit us in: 
December 1999 


Istanbul, Mexico City, New York, Caracas, Bogota, 
Santiago, Buenos Aires, Sao Paulo 


















































The world-renowned Consultants Institute is now 
opening extensions throughout the world and in all 50 United States. Exclusive 
Directorships are being offered to qualified entrepreneurial sales/ marketing 
professionals on a commission basis. Our success orientated distance-learning 
course is incomparable. 


TCL, Dept. 1, 30466 Prince William St, Princess Anne, MD 21853 
U.S.A., or FAX (410) 651-4885 or e-mail: thetci@shore.intercom.net 


Write to: 


WASHINGTON INTERNATIONAL UNIVERSITY 


Bachelor ° Master * Ph.D. 


Business (GMBA Majors) - Engineering 
Liberal Arts - Computer 


America’s 
Preferred 
Distance 
Education 
University 


Accelerated degree programs * Academic credit for work \& 
experience * Students from 112 countries and 36 statesin “Sey 
the USA * Send 2 page resume/C.¥. for no cost evaluation. 


P.O. Box 1138, Bryn Mawr, PA 19010-USA 
fax: 610.527.1008 * e-mail: admissions@washint.edu * www.washintedu 

















MBA UPDATE 
EXECUTIVE BOOK SUMMARIES 
THE MONTH'S HOT 4 TITLES 


WHICH UNIVERSITY 
IS THE BEST FOR ME? 
Over LEGO unis now oF ists 
MA, MBA ac PRD? Cost’ 

1 year or $ years”? ex 
recognised or dubious 
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MBA 
i cunh 
i : wy 
| Assuming Responsibilities * Marketing * Consultancy 
| Leadership * PR "Successful Management? Business 
POST GRADUATE PROGRAMS pena mS ee 
Garcilaso De La Vega University : i 
LIMA, PERU 
fully accredited B.S., M.S., Ph.D. 
in Administration, Accounting, Law 
Education, Psychology, Economics 
Social Sciences and more. 
Contact USA Coordination office 
i718) 726-0842 Fax (718) 956-0274 


s witha i 
You dart 


on Free Trial Approval and without obligation. 


www.MarlEd.com/2/2 


Worldwide Course 
& Degree Information 


UNIVERSITY OF KENT 


AT CANTERBURY S688 


THE LONDON CENTRE OF 
INTERNATIONAL RELATIONS 


b 


DISTANCE LEARNING CHANNEL 
www.ed-x.com Offers the following postgraduate 
studies February and October 
Admission - Full-time and Part- 
time study. 
e MA in International Conflict 
Analysis 
MA in International Relations 
and European Studies 
MA in Internationa 
Relations 
« MPhil and PhD 


For further details pleas 
contact: 


LCIR 


igher Diploma : 


z @ Bachelor Degree i Washington 
State University in Switzerland 
@ Post Graduate / Master Program 


(University of Kent) 
11 Kingsway London. 
WC2B OYE, UK. 
Telephone: 
+44 (0)20 7565 6836 
Fax: 
+44 (0320 7565 6827 
E-mail 
LCIR@uke.ac.uk 
Excellence in Higher 


Education at Britains 
European University 
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Nothing fishy. The business-of-technalogy magazine and Web site seeks fo lure 
experienced reporters for its European bureau in London, and worldwide. 
We're looking for talented writers who understand the growth of technology 
companies and can explain te a sophisticated audience why they matter. 





Please send a curriculum vitae and clips to: 
Kenneth Neil Cukier, International Editor 
The Red Herring 
90 Long Acre Street, London WC2E 9RZ, U.K. 


COURSES 


Rushmore No 
University B.S. M 













members: highly 
e PC & internet savvy. 
ee us on the web. 





DOCTORAL / MASTER’S DEGREES Strategic . Innovative. Creative 
Accredited one month residency, eight col- 
leges of study. US Dept. of Ed. approval as a 
foreign school equal to U.S. schools. Federal 
Family Ed. Loan Title iV Higher Ed. Act. 





‘The route to the degree you've always wanted to carn. 





Bachelors. Masters , Doctorates 






*Most professional business/management fields* 
*Credit for prior learning/experience* 
“Accelerated programs* 
*International faculty* 
“Nan-residential/distance-learning format* 
“Year round admissions* 

*No cost Evaluation” 














Berne University 
International Graduate School 
35 Center St., Unit 18 
Wolfeboro Falls, NH 03896 
Cail: (603) 569-8648 FAX: (603) 569-4052 
E-MAIL: berne@berne.edu 






American Academy of International 
Management 







Details from: www. aimedu.com . info@aimeds.cam 
AAEM. P O Ros 1161, Pierre SD, $7581. USA 
FAX: (605) 224 600 








THE CENTER FOR INTERNATIONAL HEALTH AND COOPERATION 
and 
THE HUNTER COLLEGE of the CITY UNIVERSITY OF NEW YORK 
in partnership with 
THE ROYAL COLLEGE OF SURGEONS IN IRELAND 
INTERNATIONAL DIPLOMA IN HUMANITARIAN ASSISTANCE 
Geneva, Switzerland, February 2000 






Intensive four week training programme of over 200 hours of instruction including 
lectures, cuse studies, seminars, practical exercises and scenarios. 
Multidisciplinary approach including planning, management, logistics, health, 
cnginecring, communications, agriculture, environment, education, conflict 
resolution, advocacy, international law, politics and economics. Faculty 
includes high officials and experts from UN, Red Cross/Red Crescent, 

NGOs as well as leading political, diplomatic and academic figures. 
Language of instraction: English, Course fee: US$4,000. 


Michel Veathes, Emaik michel veutheygities dts int 














For application farm and farther desails plea 
i t 


Doing your MBA at U S.E. offers you the chance to 
study in a dynamic and international atmosphere 
which will give you the skills, confidence and 
motivation necessary to ne-integrate the job market 
with the competitive edge you’ve been looking for! 















Contact Grivel Daraguard or Sandrine Ricard 
Tele + 377 97 986 987 - Pax: + 377 97 986 200 
email: infagunivmonace.cdi 
Visit our website at 


hitp://www.univmonaco.edu 


UNIVERSITY 
OF SOUTHERN EUROPE 


MONACO 
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PREPARATORY COMMISSION FOR THE 
COMPREHENSIVE NUCLEAR-TEST-BAN TREATY ORGANIZATION (CTBTO) 
PROVISIONAL TECHNICAL SECRETARIAT 







The Preparatory Commission for the Comprehensive Nuclear-Test-Ban Treaty 
Organization with its Headquarters in Vienna is the international organization 
setting up the global verification system foreseen under the Comprehensive 
Nuclear-Test-Ban Treaty (CTBT), which is the Treaty banning any nuclear weapon 
test explosion or any other nuclear explosion. The T) reaty provides for a global 
verification regime, including a network of 321 stations worldwide, a 
communications system, an international data centre and on-site inspections to 
monitor compliance. 








We seek to recruit a highly qualified candidate for the following position: 






POST: Conference Officer 
GRADE: P-4 

VACANCY ANNOUNCEMENT NO: VA 140-40- 1999 
DEADLI 11 February 2000 
As soon as possible 










DUTIES AND RESPONSIBILITIES: 
Under the supervision of the Chief, Conference Services Section, Division of 
Administration, to: In close cooperation with the divisions and sections of the 
secretariat develop concepts for and draft reports and other documentation related 
to Working Group B which covers the scientific and technical aspects of the work 
of the Preparatory Commission and its Secretariat. Coordinate the work and guide 
the Editors and Publications Clerk to ensure that the contents of documentation 
remains in line with the stated requirements: schedule, coordinate and review the 
processing of documentation for Working Group B and other policy-making 
organs. Act as substantive Secretary to the CTBTO Preparatory Commission 
policy-making organs, specifically Working Group B on verification and technical 
issues; advise the Chairman of the Working Group and other elected officers on the 
conduct of business, assist them in drafting and finalizing decisions, resolutions 
and records of meetings, Act as focal point for the Permanent Missions in relation 
to Working Group B issues, ensuring proper custody and dissemination of 
documents; preparing annotated agendas for the meetings, arranging briefings of 
delegations on issues of the Working Group. Monitor the implementation of 
resolutions, decision and recommendations of Working Group B prepare the 
programme and calendar of meetings. 

























QUALIFICATIONS: 
Advanced university degree in international relations, public or business 
administration, law or a related field. A minimum of seven years of relevant 
working experience in international diplomacy, multilateral negotiations and/or the 
management of conferences and meetings dealing with scientific and technological 
matters preferably two years of which should have been at the international level. 
Fluency in English and a good working knowledge of at least one other of the 
official languages of the CTBTO Preparatory Commission. Excellent 
communication skills in English are essential. 













REMUNERATION/CONTRACT: 
Depending on professional background and experience, indicative taxfree annual 
net base salary (inclusive of a variable element for post adjustment) from 
USS64,576.- (without dependants) and US$69,344.- (with dependants), subject to 
deductions of contributions to the CTBTO Provident Fund and Health Insurance 
Scheme. Additional benefits include, when applicable, dependency allowance, 
education grant for children, rental subsidy, six weeks vacation per year, home 
leave travel every two years. Initial contract for fixed-term of three years. 


reece ea 


For more information, see the CTBTO Preparatory Commission's home page: 
Attp://wwew.ctbto.org, When applying, please quote the number of the v ney 
announcement and complete the CTBTO Preparatory Commission's Personal 
History Form, which is obtainable from the home page. If the form is not available, 
send a detailed curriculum vitae, including information on date of birth, nationality, 
employment history and references. Please note that it is in your interest to supply 
a complete and updated set of personal data. CTBTO Preparatory Commission, 
Personnel Section, Vienna International Centre, Room E0978, P.O. Box 1200, 
A-1400 Vienna. Tel: (43.1) 26030 6210. Fax: {43.1} 26030 5897, E-mail: 
personneli@ictbto.org. Please only e-mail ASCH text-formatted messages and 
attachments as we are unable to read other formats at this time. 


























THE PREPARATORY COMMISSION FOR THE COMPREHENSIVE NL ICLEAR-TEST-BAN TREATY 
ORGANIZATION iS COMMITTED TO A POLICY OF EQUAL EMPLOYMENT OPPOR ivy, 
APPLICATIONS FROM QUALIFIED FEMALE CANDIDATES ARE PARTICULARLY ENCOURAGED 
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WEB-EDITOR FOR DYNAMIC NEWS SITE 
PARIS-BASED MANAGING EDITOR for web news 
service covering five high-tech service industries. 


RESPONSIBILITIES: Oversee European team of 8 
editors; negotiate news source contracts in Europe; 
ensure daily coverage; trouble-shoot editorial and 
technical problems. 


SKILLS: Sound editorial judgment tempered by 
experience in print, interactive or broadcast daily 
journalism; must be able to motivate decentralized 
editorial team who has conflicting and changeable 
priorities; skilled negotiator; excellent skills in 
English required; fluency in French preferred. 


EXPERIENCE: At least 6 years in daily journalism, 
print or interactive preferred; advanced degree 
preferred; highly desirable-work experience in one 
or more of the following industries: oil and gas 
exploration & production; electricity, water or gas 
utilities; semiconductor manufacturing; internet or 
network services; electronic transactions. 


We offer an attractive package and a culturally 
diverse environment in a multibillion-dollar global 
service organization, where initiative and 
resourcefulness count most. 


reply to kent@new-york.sl.slb.com 


COUNCIL OF EUROPE DEVELOPMENT BANK 


The Council of Europe Development Bank, a weil known 
multilateral development organisation, is currently seeking for its 
Technical Advisory Directorate in Paris a: 


Technical Advisor — « Project Economist » (M/F) 


Duties: * Analysis/evaluation of project files with regard to their 
technical aspects, feasibility, reality of the needs, appropriateness of 
the projects in relation to those needs, quality of the preliminary 
works and studies, opinion on the quality of the entities involved, 
validation of the technico-economic data and costs, etc. * Technical 
monitoring of on-going projects in order to check their compliance 
with the initial specifications and plans. * Drafting of technical 
reports on project completion and ex-post evaluation. 


Experience: * Proven field experience (in or collaboration with an 
international development organisation or an international financial 
institution) in the technical analysis, monitoring and evaluation of 
projects in Central and Eastern Europe with a strong social impact 
(development, health, education, job creation, etc.), and in 
evaluating the economic viability of projects, their socio-economic 
impact and the quality of the institutions and businesses involved in 
their execution. *Working experience with word processing, 
spreadsheet and database software applications (Excel, Word, 
Access). 


Applicants with an excellent working knowledge of French and 
English and a knowledge of one Central or Eastern European 
language, a post-graduate training in Economics, Development 
Economics, Economics applied to the Social Sciences, nationals of 
one of the Bank’s Member States and who are willing to travel (up to 
50 days per year) are invited to send their curriculum vitae, in 
English or French, together with a letter to the Directorate of 
Human Resources, Council of Europe Development Bank, 55, 
avenue Kléber - 75016 Paris. 


Great minds... and a great deal more 


HM Treasury is the UK Government's economics and finance ministry, charged with achieving sustainable growth 
and rising prosperity for all in the UK. We seek the best, high calibre graduates, whatever their backgrounds, 
to fill important, high profile posts (economic assistants & policy analysts) throughout the organisation. 


HM Treasury Our agenda is huge, ranging from social reform to financial stability at home and abroad, from promoting 
competition and enterprise to providing better public services. Graduate recruits will quickly find themselves 
involved at the heart of government. Perhaps helping to prepare and implement the Chancellor's budget or 
co-ordinating the public finances forecasts. Working on areas to maximise the economic benefits to the UK 
of a sound trade policy. Briefing ministers and senior officials. Working with other government departments 
to develop spending plans that achieve policy objectives. Developing relationships with industry, public sector 
bodies, regional assemblies, EU partners... the scope is enormous. 


Economic Assistants 


The people we need to help deliver this agenda must be able to make a difference from an early stage in 


their careers. Whether you enter as an economic assistant or policy analyst, you need to be analytical, clear 
and concise, able to think quickly and creatively to solve problems. You need to be confident, articulate and 
influential. And you need the skills to achieve results with and through other people. 


Policy Analysts 


To make the grade as an economic assistant you néed to have, or hope to obtain in 2000, a first or upper second 


class honours degree in economics. if you want to apply for a policy analyst position the same class of degree 
in any discipline is essential. For both roles you need to have the right to work and reside in the UK permanently. 


" The roles are demanding but if you meet our high standards, we'll give you every opportunity to develop 
From £19K + benef 
rom £19K + benefits your career. Salaries for both roles start at £19,000 plus a good package of benefits. We provide an extensive 


London 


training programme, development opportunities plus variety and excitement. You could very quickly be 


advising on decisions affecting the lives of millions of people. 


To obtain a brochure and application form contact our HM Treasury Graduate Recruitment Programme 
team on 0800 389 5836 or email hm-treasury@cper.co.uk 


Closing date for returned applications is 17 December 1999. The Treasury is an equal opportunities employer 
and believes diversity makes a positive impact on what we can achieve. 
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TNANCIA) | ETS 
FINANCIAL | MEAE. | 
ENTREPRENEURS | |If you are an experienced prot- Executive $75K- 
Needed World Wide For Marketing | |essional who speaks Spanish or Asia / Europe / M East / U.S.? Contact for Free Info & Critique 
Visa Cards, U.S. Dollar Accounts, {| Portuguese AND English and 
High Yield Investor. looking for a better job, visit www.careerpath.co.uk 
Serious, Inquiries. : i i Fax: , 
(336) 297-4800 Fax: (336) 297-0085 www.LatPro.com USA/Canada +1 202 4781698 — cpamerica( 
for iob descriptions Europe +44 20 75048280 — cpeurope(@ecareerpath.co.uk 
T J09 GESCHPUONS. Asia / M. East / Aus +662 2674688 cpas k.loxinfo.co.th 


We plan ahead to stay ahead. 


UNDERGROUND Senior Planner £28,000 - £35,000 
Planner £22,000 - £27,000 


Resourcing, Strategic Planning 


Planning determines how London Underground is driven forward. These roles are 
key to that process and entail leading the consolidation of new service plans to 
determine action plans and targets for our business units and managing the 
investment programme for the Operating Company. This will involve prioritising 
between units competing for funds, actively enhancing the business case 
development process and providing advice on appraisal methods and parameters 
to project sponsors. Other aspects may be devising regular performance reports, 
identifying casual links and developing business solutions. You may also become 
involved in ad hoc strategic reviews. 


While a degree in quantitative subject would be a distinct advantage at both 
levels, it is not essential providing you have appropriate experience across areas 
including performance metrics and economic appraisal methods. Highly 
numerate, and an excellent communicator, you will also have well-developed 
analytical skills and the ability to think at a strategic level. 


Senior Planner £28,000 - £35,000 
Planner £22,000 - £27,000 


Economist, Strategic Planning 


In providing economic support to London Underground, the Senior Planner has 

a central role to play in our strategic planning function forecasting demand. 
financial performance, and service quality. So too does the Planner, who will join 
his or her colleague in reporting trends in the London economy, travel market and 
customer base. 


Experience is essential - at least 3 years’ for the senior position - of developing 
complex mathematical and/or econometric computer models to solve business 
problems. You must also be adept at sourcing and interpreting socio-economic, 
financial and business data. Your broad skills base includes the ability to apply 
economic theory, while a good general knowledge of public transport issues is 
also desirable. 


If you would like to work at the heart of the planning process, please write, 
enclosing your C.V. - stating which position(s} you are interested in - to Central 
Services Resources, London Underground Ltd, 5th Floor, Albany House, 

{55 Broadway), Petty France, London SW1H OBD. 


Closing date: 10th December 1999. 


Working towards equality 
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Position’ Environmental Policy, Health NUFFIELD COLLEGE 


_and Disease OXFORD 


University of California at Berkeley College of Natural Resources 


Departments of Environmental Science, Policy and Management 
(ESPM) and Agricultural and Resource Economics and Policy (AREP) 






























Official Fellowship in Sociology 


The College proposes to appoint, with effect from tst October, 2000, an Official 
Fellow in Sociology. Official Fellowships are comparable with research professorships 
in other universities, and form a central component of the permanent research 
and teaching establishment of the College. The duties of an Official Fellow are to 
engage in research and to supervise graduate students; an established research 
record is essential. 


Nuffield has a strong tradition of empirically informed and theoretically aware 
sociology. It is expected that the new appointment will strengthen that contribution to 
sociology. There is no restriction on substantive field. 


Further details can be obtained from The Warden's Secretary, Nuffield College, 
Oxford OX1 1NF, UK, e-mail: sociology.fellowship@nuffield.ox.ac.uk or from the 
website at www.nuff.ox.ac.uk Applications should be received by 10th January 
2000. Nuffield College is committed to the principle of equality of opportunity. 


The College exists to promote excellence in education and research. 































The ESPM Division of Resource Institutions, Policy and Management and 
the Department of AREP invite applications for a nine-month tenure-track 
appointment in Environmental Policy, Health and Disease at the 
ASSISTANT PROFESSOR level. beginning July 1, 2000. We seek a 
person with an exceptional capacity to explain the impacts of public policy 
on social causes of ecological change and its human health consequences, 
S/he will engage faculty and students whose work includes, for example, the 
effects of river basin strategies on water-borne disease and of settlement 
patterns on mosquito-borne diseases and human nutrition; wildlife- vectored 
water contamination: relations between biodiversity and human health and 
between climate change and human disease. S/he will teach a course on the 
social causes and consequences of ecologically-generated disease patterns, 
develop a graduate course in the field, and participate in team-taught 
courses oriented toward policy analysis and research methods. S/he will 
participate in the new Graduate Group on Health, Environment and 
Development as well as in the departmental graduate programs. A Ph.D. is 
required in the social sciences, with expertise in public policy and the 
measurement of spatially dynamic processes. A working knowledge of 
ecology is highly desired. 
































Please send a letter stating interest and qualifications for the position, 
curriculum vitae, all academic transcripts, and names of four referees before 
February 1, 2000, to Chair, Environmental Policy Search 
Committee, Division of Resource Institutions, Policy and 
Management, 207 Giannini Hall, University of California, 
Berkeley 94720-3310. 


The University of California at Berkeley is an Equal Opportunity Affirmative Action Employer. 





Senior Economist 
Cardiff - c£30,000 


The Welsh Development Agency is one of the world’s 
leading development agencies, strongly committed to 
attracting inward investment to the region and the 
development of indigenous commerce. With a 20 year 
track record of promoting the region as one of the best 
business climates in Europe, we are currently preparing 


UNIVERSITY OF 


SCHOOL OF MANAGEMENT 


























Chairs in Business 


The University of Bath School of Management is one of only 
seven UK business schools, which holds top Funding Council 
(HEFCE) ratings for both teaching (“Excellent”) and research 
(RAE Grade 5). As part of our continued expansion and 
development, we wish to make appointments to Chairs in: 


Strategy 
Corporate Finance/Accounting 


The University of Bath is a research-led institution with close 
links with industry and commerce. Its rating in the 1996 RAE 
placed it just behind Oxford, Cambridge and parts of London 
University. The beautiful and convenient location of the World 
Heritage City of Bath offers superb facilities and quality of life. 


for even greater success. 
Managing a team undertaking strategic monitoring and 
analysis of the position of the Welsh economy, and 
helping to formulate policies for economic 
regeneration, you will also oversee the Economics Team 
to ensure their outputs are maximised. 

With a degree in economics or related discipline 
preferably combined with a relevant post-graduate 
qualification, you will ideally have a minimum of 3 years’ 
experience within a similar role. Your proven aptitude for 
project and research management will be supported by a 
high level of communication skills to make formal 
presentations and to explain technical terms to non- 
specialists. Equally important will be an understanding of 
computer software and analytical techniques, and of the 
Welsh, UK and EU economies, along with sectoral issues. 
If you feel you can provide the skills and energy we’re 
looking for, please write or telephone for an application 
form to Human Resources, Welsh 
Development Agency, Principality 
House, The Friary, Cardiff 

CF10 3FE. Tel: 01222 828609. 
Closing date for applications 

is 10 December 1999. 

The Welsh Development Agency is 
committed to equal opportunities. 


Internet address for full information about the School: 
http://www.bath.ac.uk/Departments/Management/ 


Informal enquiries can be made to Professor B T Bayliss, 
Director of the School, tel. (01225) 826111; e-mail 
b.t.bayliss@bath.ac.uk 


Further particulars are available from Peter J Hill, Director of 
Personnel, University of Bath, Claverton Down, Bath BA2 7AY, 
tel. (01225) 826026; fax (01225) 826559; 
(e-mail:p.j. hill@bath.ac.uk), or ‘phone the 24-hour 
answerphone service on (01225) 826924 quoting 
reference 99/349, 


Closing date for applications: 7th January 2000. 
An Equal Opportunities Employer 
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) NOVARTIS 


In a dynamically growing Life Sciences company, communication 
within the company and with the outside world is crucial. 


Novartis Corporate Communication is looking for a 


Web Editor 


to develop its Web-based editorial services for internal and exter- 
nal communications. As part of a highly professional team in 
Novartis Communication, the Web Editor will play a key role in 
disseminating information, news and feature stories to internal 
and external audiences. He or she will play a leading role in writ- 
ing, editing and publishing information on the corporate Intranet 
and Internet. 


For this position we need native ability in written and spoken 
English, good knowledge of German, with knowledge of other 
languages a distinct asset. Solid journalistic background (or a uni- 
versity degree in journalism), experience in online writing/editing, 
excellent Internet/Intranet knowledge, and project management 
skills are sought. For further information, you may send an 


e-mail to: lawrence.sherwin@group.novartis.com 


Send your application by e-mail to 


irene.locatelli@group.novartis.com or by post to: 


Novartis International 
Human Resources 

Irene Locatelli 
WSJ-200.157 / Postfach 
CH-4002 Basel 


BUSINESS & PERSONAL 


ve solutions to protect your assets and minimise your tax. The Sover 
, operating in 13 jurisdictions worldwide fer over 10 years. For complimentary copies of our guides to international tax planning 
your most convenient Severeign office. Alternatively call for expert practical advice free of obligation or charge. 
: Bitt ANDREWS GIBRALTAR: DIANE DENTITH SIMON DENTON TC.: PauL WINDER 
: Te 76173 el: +4 j } Tel: +1 649 946 5056 
Fax; 2545 0550 3 9665 3 8 Fa 4 s : +1 649 946 5 
hki@sovereigngroup J gr gi ngroup.com cl@sovereigngreup.com 


www.sovereigngroup.com § 
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The Financial Services Authority has 
a vacancy for a senior adviser to 
coordinate the FSA's interests in G7, 
G10 and Financial Stability Forum 
matters; to advise on the FSA's 
interests in IMF and IBRD matters; 
and to be one of the FSA's 

(FSA) is the integrated representatives at the Basel 
Committee of Banking Supervisors 
and at the Joint Forum. In addition, 
financial services industry. the position will involve a 
substantial role in representing the 
FSA at a range of international 
securities and investments, conferences etc, often on behalf of 
Howard Davies, the Chairman of the 
FSA. The successful candidate will be 
friendly societies and working in the FSA's International 
Policy Coordination and EU Affairs 
Department, which is responsible for 
the coordination, strategic planning 
and prioritisation of the FSA's role in 
international policy matters. 


The Financial Services Authority 








regulatory authority for the UK 











Its scope extends to banking, 






















building societies, insurance, 


credit unions. 


The successful candidate will be a 
senior figure with wide experience in 
the international arena; and with 
proven ability to develop policy 







BUSINESS & PERSONAL 










Enterprise | 
Restructuring Expert | 


We are seeking a EU National | 
expert to run a medium size | 
business management | 
consultancy firm in Moscow, | 
Russia on a Tacis project | 
for 2 years. 
Prior corporate management | 
and strategy work on | 
international donor projects, 
project management and 
enterprise restructuring 
experience in CIS are essential. 
Knowledge of Russian is 
especially valuable. 








REAL. TOUGH. LEATHER. 


Classic horsehide coats 
that last a lifetime. 
19416946696649 
1°888*REBELSTOKE 
www.rebelstoke.com 















New Authors 
Publish Your Work 


ALL SUBJECTS CONSIDERED 





















write or send your manuscript to: 
MINERVAPRESS 
315-317 REGENT STREET. 
LONDON W1R 7Y8, ENGLAND 
www.minervä-press.co.uk 


Please apply before 7 December 


E-mail: . globpetr@bechtel.com 
Fax: +44 181 846 4336 





110 


Special Adviser 


International Policy Formulation 


ENT & EMPI NT OPPOR 


BUSINESS & PERSONAL _ _— — — — — 
CANADA IMMIGRATION | DELAWARE (USA) 
fee balsti k Z yy CANADA IMMIGRATION GRORETIONS 





OFFSHORE 
CREDIT CARDS 
AVAILABLE BY 
EUROPEAN BANK 
FAX APPLICATION TO BANK: 


+90 392 227 53 77 
E-MAIL: info@fmb-cards.com 








speedily, to coordinate closely with 
others both across the FSA and 
outside, to represent the FSA 
externally in the aforementioned 
areas of competence, including in 
the giving of speeches and writing 
of papers, and to deliver results 
consistent with the FSA’s objectives. 


In return, we can offer you a 
collegiate working environment with 
high visibility externally as well as 
internally; a challenging role; and 
the opportunity to shape and to 
contribute to major policy decisions. 


Interested parties should contact 
David Green, Head of International 
Policy Coordination and EU Affairs 
on 0171 676 3140 for an informal 
discussion, before 10th December 
1999 quoting reference number 
BA721. 


Spacioists in setting up Delawore Corporations. General, Alrcrott, 
Boat & Shelf Corporations, Coll or write for our FREE KIT! 











We provide confidential 
quality service for a 
351] Siverside Rd, FIOSEC # Wilmington, DE USA 17810 


302-477-9800 © 800-321-CORP # FAX 302-477-9811 
E-mail: coopadeleg.com * tuternat: hity://dele com 


LONDON SUITES 
LUXURY SERVICED APARTMENTS NEAR HARRODS 


CHOOSE FROM A SELECTION OF BEAUTIFULLY 
APPOINTED STUDIO ANG ONE BEDROOM 
APARTMENTS IN KNIGHTSBRIDGE 
ALL FULLY EQUIPPED WITH MODERN FACILITIES 


12 OVINGTON SQUARE 
KNIGHTSBRIDGE SW3 1LN 


SW 
TEL: 174-581 5466. FAK: 0171-584 2512 
E-Mail: info@londonsuites.com 


Web Site: www.londonsuites.com 
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Central London 

Initial salary in excess of 
£30,000 plus performance 
related bonus scheme. 


CIVIL AVIATION 
AUTHORITY 


International Aviation 
Policy Analyst 


The Civil Aviation Authority is responsible for the safety and 
economic regulation of the UK civil aviation industry. Within 
the Policy and Strategy Division of the CAA’s Economic 
Regulation Group, we are currently looking to recruit an 
International Aviation Policy Analyst. 


The Role: 
» Developing, implementing and presenting the CAA’s 
policies towards airline competition and liberalisation of 
aviation markets 
« Advising and assisting the Government in its civil aviation 
negotiations with other countries and within international 
organisations including the EU, 
You must have the ability to commission and synthesise 
technical analyses, to place them in a wider policy context and 
to communicate effectively, both orally and in writing, with 
senior managers within the CAA and in UK and foreign 
governments and the air transport industry. 
The Person: 
» A good degree, preferably in economics or a closely 
related discipline 
Strong advocacy skills combined with tact, diplomacy and 
sound judgement 
e Self-motivation and the ability to be pro-active and purposeful 
« Experience or knowledge of the air transport industry 
(an advantage but not essential). 
We envisage a five year pensionable contract with an attractive 
level of remuneration including bonus opportunities for the right 
candidate. Please write with full CV to Amber Moghul, CAA 
Personnel HQ, Room K216, CAA House, London WC2B 6TE. 
Closing date: 10 December 1999, 
The CAA is an Equal Opportunities Employer. 


BUSINESS & PERSONAL 








Immigration & Investment 
in USA, Canada, 
Australia & Spain 








READY MADE COMPANIES 
LOWEST ANNUAL FEES 
NOMINEE SERVICE 

BANK INTRODUCTIONS 


Are you looking for 
permanent residency in the 
independent category or as 
an investor? 
Documentation including 
investment opportunities 
supplied for only $50 USD 







os CYPRU 
357-2752415 Fax:+367-2766722 
-Stablished since 1980 
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OFFSHORE 


Companies from $250 


OFFSHORE CREDIT CARDS 


UNIVERSITY OF 






















Said Business School 
University Lecturerships in Management Studies 


Applications are invited for the following University Lecturerships in 

Management Studies: : 

e University Lecturership In Management Studies (Finance), in association 
with a Tutorial Fellowship at Merton College. 

* University Lecturership in Management Studies (Strategy), in association 
with a Tutorial Fellowship at Brasenose College, 

* University Lecturership in Management Studies (Finance or Strategy with 
an international emphasis), in association with a Teaching Fellowship at 
Templeton College. 

Candidates should be able to teach on a range of courses at undergraduate. 

and graduate tevel and on the MBA programme and will be expected to have 

both teaching experience and research excellence in their particular area. 

The posts are tenable from tst October 2000 or as soon- as possible thereafter. 

Further particulars containing details of the duties and full range of 

emoluments and allowances attaching to the university and college 

posts, may be obtained from Deborah ‘Lisburne, Said Business School, 

Radcliffe infirmary, Woodstock Road, Oxford OX2 SHE; tet (01865) 228483, 

email: acvacs@sbs.ox.ac.uk to whom completed applications (ten copies or 

one if airmailing) should be sent by 14th January 2000. Further particulars of 
the posts and details about the Said Business School can be found on. 
www.sbs.ox.ac.uk 


The University is an Equal Opportunities Employer. 


































SCHOLARSHIPS 















London 


PhD Scholarships at 
London Business School 






London Business School is pleased to offer a number of Scholarships to 
outstanding applicants to its PhD Programme. The Scholarships include a 
fee waiver and a stipend, and are awarded on a competitive basis. 








PhD students at London Business School receive a rigorous academic 
training within an intimate, international environment, and work in close 
partnership with faculty in conducting leading edge research. The Programme 
seeks to educate the next generation of scholars who will be sought after as 
faculty of leading academic institutions world-wide. Recent alumni have been 
placed at Penn State, Duke, Stern, Emory, Insead and Oxford. 


The School was ranked number three in the world for its research by the 1999 
Financial Times Survey of Business Schools, and has been consistently rated 
as internationally excellent (5%) by the Higher Education Funding Council of 
England, The School has excellent research facilities and provides access to 
London's cultural, financial and political centres. 



























Places are available in Accounting, Decision Sciences, Economies, 
Entrepreneurship, Finance, Marketing, Operations Management. 
Organisational Behaviour and Strategic and Intemational Management. 
The Programme operates on a full-time basis only. 


Applications for October 2000 must be received by 1st February 2000. 












www.ibs.ac.uk 
Email phd-info@Ibs.ac.uk. 
Tel: +44 (0) 20 7706 6893 
Fax: +44 (0) 20 7723 3461 


London Business School exists to advance learning and research in business and management 


TRANSFORMING FUTURES 
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“CONFERENCES _ 


LANGUAGES: 


Passport for the Millennium: 
An International Symposium 


Edmonton, Alberta, Canada 
October 29 to November 1, 2000 


An international language education symposium will be held in 
Edmonton, Alberta to address two issues: 


* What is the role and importance of second language in basic 
education? 

e What are the models of second language delivery that can be most 
effective in urban to sparsely populated rural areas? 


The goal of the symposium will be to enhance educational policies 
related to second language education, and to provide recommendations 
that can facilitate such change. 


Call for Presentations 


Presenters from around the world are invited to submit proposals for 
papers or workshops by january 15, 2000. Topics should focus on one of 
the above questions in terms of: 


e Programming Excellence 
« Student Success 
e £fconomic Advantage 
¢ Global Citizenship 
For further information or to receive a registration package: 
Phone: (780) 429 8255 
e-mail: passport@epsb.edmonton.ab.ca 
Website: — epsb.edmonton.ab.ca/passport 
Mail: Passport for the Millennium 
One Kingsway 
Edmonton, Alberta, TSH 4G9 Canada 


PUBLICATIONS 


SUCCESS IN BUSINESS IS A 
QUESTION OF INTELLIGENCE 


The international business world is filled with 
different opinions and conflicting reports, and 
authoritative information is hard to find. But to 
maximise profits, you need reliable, objective 
intelligence. For the very best analysis of more 
than 180 countries, you need Country Reports 
published by the Economist Intelligence Unit. 
Each quarterly report provides 25-40 pages of 
concise intelligence and short-term forecasts on 
the political scene, the economy, foreign trade 
and payments, ensuring you can meet the 
challenges of doing business in today’s 
increasingly globalised economy. 


For more information and to order, visit the EIU 
Online Store at http://store.eiu.com or call our 
office nearest you today quoting reference code 


New York (1.800) 938-4685 or (1.212) 554-0643 
: Hong Kong (852) 2802 7288 


ities London (44.20) 7830-1007 
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A Two-Day Conference on: 


RISK MANAGEMENT: 
THE STATE OF THE ART 


January 13-14, 2000 


New York University Stern School of Business 
Sponsored by the New York University Salomon Center 
and the NYU Derivatives Research Project 


The events of the 1990s have shown that effective risk 
management is critical for the success, and indeed for the 
long-term survival, of financial institutions, nonfinancial firms, 
and even for nonprofit organizations and governmental 
bodies. We are pleased to open the new Millennium with a 
major conference on Risk Management, featuring a roster of 
leading academics and practitioners who will review the 
current state of the art, and offer a look at the future in this 
rapidly evolving area. Day 1 will focus on instruments and 
techniques for assessing and managing financial risk exposure. 
Sessions will cover the technology of risk measurement, such 
as Value at Risk and extreme value theory; new classes of risk, 
such as liquidity risk; new financial instruments and markets 
for risk management, such as contracts on weather and on 
insurance risks; and finally, credit risk, an area of enormous 
practical interest right now. The lunchtime Keynote Address 
will be given by Stephen Ross of M.1.T. Day 2 will look at risk 
management from the perspective of the firm and the 
financial system as a whole. Sessions will cover risk 
management in the international arena, risk management 
from the regulator’s viewpoint, and risk management for 
financial institutions. 


Speakers include: Michel Crouhy (CIBC); Christine Cumming 
(FRBNY); Emanuel Derman (Goldman Sachs); Frank Diebold 
(NYU); Kenneth Froot (Harvard): Robert Jarrow (Cornell); 
Robert Litzenberger (Goldman Sachs); Francis Longstaff 
(UCLA); Leslie Rahl (Capital Market Risk Advisers); Kenneth 
Singleton (Stanford) 
erry We For information contact Mary Jaffier at 

the New York University Salomon Center 

Tel. 212-998-0700 Fax 212-995-4220 

Email: salomon@stern.nyu.edu 

http:/Awww.stern.nyu.edu/salomon 


OFFSHORE 
COMPANIES 


COST EFFECTIVE 
NOMINEE & MANAGEMENT SERVICES 
AVAILABLE 


Looking BVI £275 
GIBRALTAR £275 


ISLE OF MAN £275 
BELIZE £275 
BAHAMAS £275 


OTHER JURISDICTIONS AVAILABLE 


for something 


different? 


View our 


PROFESSIONAL SERVICE PROVIDED BY 
IN HOUSE LAWYERS & ACCOUNTANTS 
CREDIT CARDS ACCEPTED 


selection of 


quality gifts for 

FIDUCIARY MANAGEMENT 
13 WIMPOLE STREET 
LONDON WIM 7AB 


TEL: 0171 436 8100 
FAX: 0171 436 8188 


Email: fides3@fiduciary.co.uk 
http://www. FiduciaryGroup.com 
Please quote: Economist 


Christmas and 


all occasions 


www. globalgiftz.com 
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local travel agent or Crossair #44 845 607 3000. www.crossair. 


BUSINESS & PERSONAL 


Are you looking for a Swiss Portfolio Manager? 






Are you seeking someone to manage your equity portfolio in 
Switzerland? Are you aware of althe advantages when you open 
your own account(miny US$300,000)? Here in the beautiful 
city of Geneva, the international investor finds traditional private 
banking. As a private person with an excellent reputation, we will 
take care of vou and make arrangements to introduce you 
personally to One of the reputed. Swiss Private Banks. Based on a 
clearly defined po tfolio management agreement, we invest your 
funds in. eguities and bonds, W proud to: guarantee 
professional. competence (25 ears-of experience}; confidence 
and discretion, reliability and sensibility for each of our clients’ 
individual needs. You will feel at home, even when you are far 
away! We are a small, yet experienced group founded in 1990, 
and are members of the highly reputed “Swiss 
Independent Financial Advisors.” We cant provide clear answers 
to these and any other questions you may have. Please feel free 
to contact us. Mr Peter C. Frey ( born: 1954) is looking forward 
to hearing from you. ee 






































P. C. FREY UND PARTNER AG 

8, rue Muzy / P. 0. Box #3262 / CH-1211 Geneva 3 (Switzerland) 
phone +41-22-787 08 90 / fax +41-22-786 34 35 

website: www.pefrey.ch / email: pefrey@swissonfine.ch 
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rport Basle. Contact your 
com wD: The Quedtilyer Group 






group of 











Internet: http://www. options.co.uk 
















* Low Intl. Rates 
* High Quality 
* Prompt Service 










g 
m Paj n 
TAX - FREE 
Companies world - wide 
Formation and administration of 


tel, /fax/mail forwarding service 


companies, opening of bank accounts 


Europe made easy 


Crossair of Switzerland, Europe's largest regional airline, offers more than 28 daily departures 
from the the UK and Ireland to Switzerland. In addition, Crossair also offers more than 100 desti: 
nations in 36 European countries through its EuroCross hub at EuroAi 


crossair, 





Options is a leading provider of project management and consultancy services 
in health with a focus on reproductive health. We work with national 
governments, international development agencies and NGOs around the world to 
help implement effective health policies and programmes. 

Options has access to over 1,000 Specialists in health and direct experience of working iry 
40 countries. For further information, Tel: +44 171 383 2494. Fax: +44 171 388 1884. 
Email: info@options.co.uk 


UNITED WORLD TELECOM 


SAVE ON INTERNATIONAL PHONE CALLS 


uwtcallback.com 


Call now for new low rates 
AGENTS WANTED!!! 


r- 
Í OFFSHORE 





UNITED KINGDOM 
- Head Office - 


LAVECO Ltd 
Clos de Saignie, Sark, 
United Kingdom, GY9 OSF 
Raymond Terry Gibson 
T +44-1481-832-542 
Fax: +44-1481-832-116 
E-mail: rigibson@super.net.uk 



















HUNGARY 
Tel: +36-1-217-96-81 
Fax: +36-1-217-44-14 
E-mail: laveco@mail.matav.ho 








ROMANIA 
Tel: +40-92 
Fax: +40-92- 154-605 

E-mail: lavecoroi@ifx.ro 




















* No Fees, No Commitment 
* Office, Home & Cellular 
* Phone, Fax & Modem 






































Options 






















Fax. +1 56] 243 2634 
micallback.com 


#*LONDON'A 


| Quality serviced apartments offering best value 1 
for money. Our apartments offer great savings 
E compared to hotels. Fully serviced, private 
bathroom, kitchen, TV. telephone, central a 
| heating, elevator. 

















Centrally located in Kensington area, a 
@ Tourist Board Approved W 
Ashburn Garden Apartments 
a 3 Ashburn Gardens 


1 South Kensington, London SW7 4DG, UK 
www.ashburngardens.co.uk 

W = = info@ashburngardens.co.uk W 

S Tel: ++44 207 370 2663 








Fax: ++44 207 370 6743 
ee ee 


BUSINESS 
OPPORTUNITIES _ 
OFFSHORE COMPANIES 


* Ready made companies 
* Full corporate administration 
* Trade services (L/C, shipping) 
* Banking/Accounting services 
* China business development services 
Contact Stella Ho for immediate services 
& company brochure 
NACS LTD 
Room 1108, Albion Plaza 2-6 Granville 
Road, TST, Kowloon, Hong Kong 
E-mail:nacs@hk super net 
Tel: (852) 2724 1223 
Fax: (852) 2722 4373 




















"BUSINESS & PERSONAL _ 


RUST SERVICE 


without misleading 
porate in all jurisdictions 
əm only £250 
contact Martin Neville - 
44 (0) 1624 677948 
24 6 


Group 


y House, Victoria Street 


2ND PASSPORTS, DRIVER’S 
LICENCES, DEGREES, BANK 


A/Cs, CAMOUFLAGE PASSPORTS. 


GMC 
Fax +3120-5241407 
Email: 1004 13.324Sarcompuserve.com 
http:/www.global-money.com 


Let our exclusive group of former Visa Officers, with over 35 years 
experience, provide expert assistance and guidance to your immigration 
process. Applications professional snfidentially prepared. Our 
money-back guarantee is your assurance of su Fast internet and email 
service. Specialists for skilled workers, businessmen and investors. 


OIC CONFRATERNITY CANADA LTD, 
823-409 GRANVILLE ST. VANCOUVER, BC, CANADA, V6C 1T2 
TEL: (604) 669 0389 FAX: (604) 669 3905 
INTERNET:- www.oiccanada.com E-MAIL-passport@infoserve.net 


r —_ 
1 IMPORT/EXPORT AGENCY 
[No Capital or Exp. req. No Risk. Work from 
Home. Part/Full time. Free Advisory Service. 
I Est. 1946, Clients in 120-countries. 
Send for Free Booklet. 
WADE WORLD TRADE 
Dept 2024 50 Burnhill Road 
Beckenham Kent BR3 3LA UK 
Tel: +44 (0) 181 650 0180 (24hrs} 
Fax: +44 (0) 181 663 3212 
http//www. wadetrade.com 
=m e ane w om o u. 


Psychometric Assessment 
for Management Selection 
and Development 

F O 
ASSOCIATES LIMITED 
Business Paychalogests 
14 Rocks Lane, London SW13 0DB 
Tel: +44 (0)181 878 2213 
Fax: +44 (0)181 878 7286 


Since 1977 The ICSL organisation has specialized in the establishment and administration of Offshore Companies, Trusts 
and other structures with emphasis on Tax Mitigation, Asset Protection and Privacy. We also arrange no tax /low tax 
residency and alternative citizenship and passport. For information or an initial consultation without obligation please 


contact your most convenient ICSL office. Our aim is to provide Quality Service at Reasonable Cost. 


CANADA - JACQUE LAPINE 


International Company Services (Canada) Ltd 


IBERIA - ROD RAMSDEN LLB LLM 
ICSL Iberia Limitada 


UK - PEYMAN ZIA 


International Company Services (UK) Ltd 


Tel: +1 450 679 7452 Fax: +1450 6794263 Tel: +351 13142030 Fax: +351 1314 2031 Tel: +44 174 493 4244 Fax: +44 171 491 0605 


Email: icscanada@cedep.net 


USA (WEST) - KASRA SADR JD 
international Company Services (USA) Inc 
Tel: +1 310 550 8712 Fax: +13102057973 Tel: +1 954943 1498 Fax: +19549431499 Tel: +598 29021165 Fax: +598 2 902 1191 


Email: usawest@ICSL.com 


4.9¢ a minute calls 
to the USA 
from anywhere 
in the world! 


8¢ calls to UK, France, Germany, 


Email: por@ICSL.com Email: uk@ICSL.com 


USA (EAST) - JERRY BAKERJIAN BBA URUGUAY - Dr. CARLOS QUERALTO 


international Company Services (USA) Inc 


Email: usa@ICSL.com Email: wy@ICSL.com 


International Company Services S.A. 


www.ICSL.com 


The UK & Offshore 
Company Specialists 


SPSOSSHSSHRHSSEHSSEHSSSHSHHEHEGEEBEHHEEHOEHEAGD 


The Company Store Group 
International is one of the longest 
established professional firms 
specialising in worldwi 
company and trust 
formation. We 

believe that we offer 
the quickest service 
and the most 


BS 


COMPANY SPECIA, ISt 


F we 
SST eee 


WReady made & own choice of name 
Co's available in UK & worldwide. 
B Free advice & colour brochure. 
Free name check. 
E We guarantee the 
lowest on 
E Complete 
confidentiality, 
full nominee 


ROUP 


Lies 


Netherlands, Belgium, Hong Kong, 
Sweden, Switzerland & more! 


Get low, low rates in the true spirit of the holidays! Phone friends and 
family back in the U.S.A. at just 4.9¢ a min.! 


4.9¢ a min. NOW! 


1-718-234-8228 


We'll call you right back 
with all the facts! 


Fax: 1-520-940-1176 


Or e-mail us at: 
n2p3@usa.com 


services, domicilation, 
bank introductions, 
mail, tel, fax, e-mail and 
associated services. 
E Ali major credit cards accepted, 


competitive fees, with 

no hidden extras. We 

undertake to refund the difference, 
if you can obtain the same services 
elsewhere at a lower cost. 


Or, call anywhere in Western 
Europe for just 8¢ a min. Get 
rock-bottom rates around the 
world. 


THE COMPANY STORE GROUP 


EEEETTETETETTTITITTITITITTTTEN oeanneane 


26 North John Street, Liverpool L2 9RU, UK 
Tel: +44 (0) 151 258 1258 (24hrs) 
Fax: +44 (0) 151 236 0653 
Call, fax, or contact Net2Phone® e-mail: enq@companystoreworldwide.com 
NOW and save! 

Visit our comprehensive website: 
w.companystoreworldwide.com. 


REEPHONE (UK) 0800 26-26-64 


a 


net2phone’ 


Limited to ne calls only. 
¥ 


nange without 





Limited time offer. 
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‘PUBLICATIONS 


OFFSHORE 
COMPANIES 


FROM THE 
WORLDS No. 1 
ROVER 


innovative soit Ss in tf 
intemational t anda 

using all of ti 2 
viel our network of 
international offices we 
arrange 


nominee services 


m Arrangements of 


a Management & admin services 


COMPANIES AVAILABLE 
FROM us$350 


LUXEMBOURG MADEIRA 
Eveline Karls G Fiske De Gouveia 
7 a, MBA DA LDA 


FINLAND 


Jenny Kompulainen SINGAPORE 


Diana Bean 


HONG KONG 
Raymond Choi 
MBA MUA {i 


HUNGARY 
pees Kiss 85¢ {Exon} 
1351 9959 


USA - AICS Ltd 
Kevin Mirecki 
Vans Į 2 at Tei: +! 

WUR 


Chris Meetings 


Philip eg 
tomas s 
ster 





2 WIE 
OVERSEAS COMPANY 
REGISTRATION AGENTS LTD 


PO Box 55, Ramsey, 
iste of Man, Great Britain, IM99 4EE 
E-mail: economist@ocra.com 
TEL: +44 1624 815544 
FAX: +44 1624 817080 


LONDON - Richard Cook, BSc 
Tol: +44 171 355 1096 Fax: +44 171 493 4973 


1509002 CERTIFICATED 


Toll Free From USA: 
1 800 283 4444 
Toll Free From UK: 
0800 269900 


www.ocra.com 


OCRA World Wide is a member of the Estate and 
General Group established in 1935 


The 
Boston 
Consulting 
Group 


www.blowntobits.com be 


Harvard Business Schooi Press 
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"BUSINESS & PERSONAL 


OFFSHORE COMPANIES 


& TAX PLANNING 
BY LAWVERS 


The SCF Group is probably Europe's premier LICENSED 
trust and management practice fully owned and operated by 
qualified lawyers and accountants. Unlike many competitors, 

the Group is fully able to meet your entire individual and 

corporate tax planning needs whilst our in-house 
management capabilities allow for added confidentiality and 
extremely competitive fees. If you or your company want to 
protect your hard-earned assets and not let them go up in 
smoke, please contact us today. 


+ 100’s of Companies immediately available! 
Full Management & Nominee Services 
s Secure Bank Introductions 
ə Family Settlements & Asset Protection 
« Trust & Foundation registration 
e Fiscal Migration 
Full Tax Planning Services 
» GUARANTEED CONFIDENT! 
e ULTRA COMPETITIVE FEES 


Lad Ed a m Eais Ld Lond „m Lond —_ 

For the ultimate TAX pinning / offshore company 
website, brochures and much more please visit us at 
www.scfgroup.com 

- as one of the top 30 financial websites by the 
ncial Times of Londons’ International Magazine 
ES ma = kii Tais = ee = am 
FOR A FREE & FRIENDLY INITIAL CONSULTATION OR FULL COLOUR BROCHURE SENT OUT WITHIN 24 
HOURS PLEASE E-MAIL us at offshore@scfgroup.com OR CONTACT ONE OF OUR OFFICES: 


LONDON DUBLIN MADEIRA MALAYSIA 








96-160 Sydney St, 27-29 Lower Edifico Marina Forum, Level 2, Lot 19, 
Chelsea, London, Pembroke St, 
SW3 6NJ, UK Dublin 2, IRELAND 


Tek +44 207 352 2274  Tek+353-1-662 1388 
Fac+44 207 785 0016 Fax:+353-1-662 1554 


e-mail: e-mail: 
effshere@scfgroup.com 


Avenida Arriaga 77, 
3rd Floor, Suit 305, 


oftshore@sctintl ioie 


Lazenda Commercial 
Centre, Phase 3, Jalan 


9000 Funchal, Okk Abdullah, 87000 


Madeira, PORTUGAL Labuan FT, MALAYSIA 
Tek:+35t 291 202 840-8 
Fax+351 291 202 849 


Tek +60 8 742 1644 
Fax +60 8 742 1646 
e-mail: 


e-mail: 
sef{@hibernian.pt seftrust@tm.net.my 


THE SCF GROUP 


_ HIBERNIAN TRUST & MANAGEMENT LDA ed 
A at 


Henley & Partner, Inc. 


OFFICIAL PROGRAMS LEADING TO 


Puan Ori HIP AND PASSPORT 


4-148) 
: 44 - 1481 - 832 881 
WWW HENLEY -PARTNER.COM 


BY GOVERNMENT 
APPOINTMENT 


OFFSHORE COMPANIES 
TRUSTS FOUNDATIONS 


Over 15 years of specialist company formation 
& management services. 
Far a no-obligation confidential consultation, 
together with free explanatory brochure contac: 


WORLDWIDE CORPORATE 
SOLUTIONS LIMITED 


TEL. +44 1624 827153 


FAX. +44 1624 827154 
EMail solutions@advsys.co.uk 


832 S80 


























Olympics 2000 - 
Unique Opportunity 


Expressions of interest are sought. tor 
exclusive use of the accommodation and 
restaurant area of Sydney's cidest 
continually licensed Hotel, for four weeks 
over the period of the Sydney 2000 
Olympics. The Hotel is located in 
Sydney's historical Rocks precinct and is 
within easy access of the city's highlights 
Recently refurbished, the Hotel offers ten 
bedrooms on the upper two levels or nine 
with private dining/conterence facilities 
seating 12. The Hotel's 15.24 mtr motor 
sailer “Papeete” is capable of carrying 20 
guests, and fully catered is also included 
for cruising as an integral part of the Hotel 
services during that period 





Expressions of interest in writing by mail 
or fax close on 31 January 2000. Further 
information including a detailed brochure 
and proforma agreement can be obtained 
from: 

The Lord Nelson Brewery Hotel, 
The Rocks Sydney 2000, Australia 
Tel 61-2-92514044 Fax 61-2-9251 1532 
2000@tordnelson.com.au 
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| OUTPUT, DEMAND AND JOBS America’s annualised Gop growth in the third quarter was 
| revised up from 4.8% to 5.5%. French industrial production fell in September, but its 12-month 
| growth rose to 3.1%. In the 12 months to September, Spain’s industrial-output growth slowed to 
| 3.7%; Sweden’s rose to 3.9%. Italian retail sales in September were 1% upon a year earlier. 

| 































































































% change at annual rate The Economist poll industrial Retail sales Unemployment 
__production — (volume) - % rate 
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PRICES AND WAGES Consumer-price inflation in the euro area rose to 1.4% in the 12 months 
to October, up from 1.2% in the 12 months to September. In the same period, Canada’s consum- 
er-price inflation slowed to 2.3% and Austria’s increased to 0.8%. French wages rose by 1.9% in the 
year to the second quarter, slightly slower than in the first quarter. 





The Economist poll 




















mere COMMODITY PRICE INDEX | 
gaa The sugar industry is in crisis. | 
With another season of record output ex- | 
pected in 1999-2000, the market will be in | 
surplus for the fifth year ina row. The Inter- | 
national Sugar Organisation reckons that, | 
by next August, the surplus will reach 20m | 
tonnes, or nearly 60% of world imports. | 
Prices dipped toa 13-year low of four centsa 
pound in April. They have since recovered 
to around six cents a pound, thanks toa rise 
in Russian demand, but they are still below 
production costs for all countries except 
Brazil. The ıso says the glut is worse than in 
the mid-1980s, when prices fell below three 
cents a pound. Most blame the surge in Bra- 
zilian exports. Brazil and others pin the 
blame on American and EU subsidies. 


1990=100 % change on 
Nov 16th Nov 23rd* one one 
month year 





industrials 
_ All 









Sterling index 
All items 


l 
| 
| 
| 
| 
i 
| 
i 
| 
| 









































Switzerland 
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$ per barrel 24.48 








Eurot o T Or E j + 1,3 Sep + 


| ©Not seasonally adjusted. ‘Average of latest 3 months compared with average of previous 3 months, at annya: rate. **New series. 


* Provisional. | Non-food aariculturals. 











@ BUSINESS CONFIDENCE For the third 


| ; ; eee Sales expectations 
quarter in a row, the world s businessmen | Net % of businessmen expecting higher sales 
have become more optimistic about their 1999: 
future sales, according to Dun & Brad- gaon gax 203 os 





street’s latest quarterly survey of business 
confidence. Business optimists now exceed 
pessimists by 50 percentage points. Only a | 
year ago, pessimists held sway in Japan, | 
with naysayers exceeding optimists by 29 | 
percentage points. But even Japanese busi- 
nessmen have now regained their confi- | 

dence. In the third quarter, optimists led by Ti 
27 percentage points; the average business- | 
man in Japan is now more optimistic than 
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| his German counterpart. Elsewhere in East ————- Se cans e ae a T e aE Cea ee Sa a0] 
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Asia, optimists are riding particularly high | oe È Ca E P $ P s id DAF Fi aS Pd x$ SE 

in Singapore. In irrepressibly positive Mexi- | * ee O? SS wy FF we l 
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| | @ PRIVATISATION Hungary, Portugal and 
| continued rise in oil prices, which are at their highest since the Gulf war, sparked renewed infla- | New Zealand have privatised a bigger share | 
| tion fears. Yields on 30-year American Treasuries rose to 6.22% 0n November 24th. | of their economies in the 1990s than any | 
other orcp countries. But Portugal, along 
| with Austria, Italy, France and Turkey, still 
| has plenty of work to do, according to the 
1 | oEcD’s latest Economic Outlook. These all 
328! 548. | have large state sectors that hinder compe- 
5i M5. tition in their domestic markets. Although 
-p37 | America privatised least between 1990 and 
| 1998, most of its economy was already run 
| by private companies. Germany's bloated 
state sector still needs to shrink. 
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interest rates % p.a. (Nov 24th 1999) 


arket banks 2-year _10-yea 
prime gov't bonds fatest? 


































































Pree aa eer ON al Ie : 
STOCKMARKETS Wall Street had another good week. The Dow Jones Industrial Average, up 
by 1.1% in the week to November 24th, edged back above 11,000. The bulls are also in the ascen- 
dant in Tokyo, where both the Nikkei and the Topix indices notched up big gains. 
Market indices 

















Australia (All Ordinaries) 











Belgium (Bel 20) 
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+ 76.2 
+ 11 
+365 
+535 
















220.2 18.002 1 Za 
1,6684 1,0483 
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TRADE, EXCHANGE RATES AND BUDGETS The euro fell by 1.3% in trade-weighted terms during the week; the dollar strengthened by 0.5%. | 
The euro fell to $1.02 against the dollar and hita new low against the yen. America’s visible-trade deficit widened to $30.6 billion in September; its 
12-month deficit grew to a record $314.3 billion. Britain’s trade deficit narrowed to $42.1 billion over the same 12 months. 
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EMERGING-MARKET IN 





| @ DEBT TRENDS Measured relative to its 
economy, Africa is by far the mostindebted 
of any developing region. According to the 
IME, its ratio of debt to gpr will top 72% in 
1999. Small wonder that most of the heavily 
indebted poor countries (HrPcs) that are ex- 
pected to benefit from a new debt-relief 
plan are in Africa. Many of the rest are in 
Latin America, where the debt-to-Gpr ratio 
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BIG DEBTORS After their devastating fi- 
nancial crises, Russia and Indonesia have 
seen the ratio of their external debt to Gop 
rise to 88% and 81% respectively. Two other 
East Asian countries, Thailand and the Phil- 
ippines, have large debts. At the other ex- 
treme, China and Taiwan are among the 
least indebted emerging economies. Tai- 
wan’s debt-to-cpp ratio is 9%; China’s is 15%. 
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ECONOMY South Korea’s Gop growth quickened to an astounding 12.3% in the year to the 
third quarter. Over the same period Malaysia’s Gp? growth rose to 8.1%, Israel’s increased to 
2.5%, and Taiwan’s slowed to 5.1%. Polish industrial production rose by 9.2% in the 12 months to 
October. Russia’s consumer-price inflation slowed to 57.1% over the same period. 
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GDP industrial Consumer Trade Current _ Latest Year ago 
production prices balance account 

China +700 +700 - 0600 +289 00 +293 1308 154.0 aug 146 | 
Hong Kong _+ 0.7 @ = 66 g oo 42 oa = S.A sept | 0.6 1998 : | 
india + 5.5 Q + 7.6 Sep “+ 21 Sep - 78 Seis = ~ 
Indonesia +050 +10.2 92 + 160a +22.3 Sep 
Malaysia + 81a +193 sep + 210a — +188 se 
Philippines + 3602 + 42sep + 540a + 3.3 sep 
Singapore + 67 %3 +14.2 sep + 15 oa + 45 sep 5 
South Korea +12.3 Q3 +18.1 Sep + 12 Oct +26.7 oct p 
Taiwan + 5.1 v +7504 + 0.4 od p +10.1 Oet ; _ 8. 83, 
Thailand 2 35 Qtt +154 sep - 0.5 0d 499 sep +127 sep! 31.7 Sep 26.6 | 
Argentina -49% Z050 z 1 7 oa - 2.6 Sep -13.1 Q2 21.8 5e 240 | 
Brazil ~ 03 %3 + 03 sep 6.9 oa = 2.6 oct ~ 28.3 sep 42.6 Sep 43.9 | 
Chile 2159 ~ NB sep + | 
Colombia - 76 @ ~ 98 Sep + 
Mexico _+ 46 @ 453.7 sep + 14.9. 0c | 
Venezuela —.9.6-92 na + 20.2 0u | 
Egypt — + 6.0 19998 + 80 1998 + 2.4 Sep | 
Greece + 3.5 1398 + 8.7 Aug +. 2.2 Oct i 
israel E +253 + 90-Sep oa ZD oa | 
South Africa + 17 G3 - OF Sepi + -47-08 = | 
Turkey -~ 20a — 97 sæ. + 647 oa j 
Czech Republic + 0.3 92 - 22 se + 140a - 0.6 
Hungary + 28 Q +13.0 see + 10.5 Oc = 23 sep : | 
Poland 30x +9200 + 870a -1385p . - =10.9 sep 25.0 sep i | 
Russia. .+ 18.93 +10.3 ot e874 oa DEEE Sep + 91 Yi 6.6 Sen a 


*Excluding gold, except Singapore: IME definition. Tvisible and invisible trade balance. §Year ending june. tENew series 








































































































































































FINANCIAL MARKETS Warsaw rose by 5%in the week to November 24th, following the pas- 
sage of a tax-reform bill that averted the resignation of the finance minister, Leszek Balcerowicz. 
Sao Paulo had a good week too, rising by 4.5%, as investors snapped up the shares of electricity 

per $ erf 

Nov 24th yearago Nov 24th % p.a. one in local in$ 
week currency terms 

China 828 828 13.4 as OS + 26.7 + 268 
Hong Kong 7.77 7.74 125 5,3073 3 
india 43.4 a25 700 933 4,686.1 
indonesia 7135 7.500 11,507 12.50 899.7 
Malaysia 380 380 613 318 708 E a 
Philippines 408 394 658 86 “4,964.2 ~ 49 | 
Singapore _ Ter 164 2.69 2,190.7 “+ 55.6 
South Korea 1,162 1,250 1,874 — 9693 
Taiwan 317 32.5 s12 AS 79219 
Thailand 388 361 62.5 399.2 
Argentina 1,00 1.00 1.61 ___ 544.3 
Brazil “1.93 tao 3Mt 19.07 13,3930 
Chile — SR 467 a74 500 48075 
Colombia T90 1581 3,080 18.247 3896 
Mexico 333 993 15.1 K 0 
Venezuela 636 571 1,026 
Egypt NEET 341 5.52 
Greece E72 SER 286 520 | 
israel ~a 416 682 
South Africa 613 568 99 130 75229 +12 + 385 +329. 
Turkey 510350 302.650 823,092 70.00 8,5547 +38 | 
Czech Republic 354 306 570 à | 
Hungary ~ 249 220 a02 «1460 pe 
Poland a19 346 676 1974 15,5905 + 
Russia 244 1795. a26 5500 11955 +29 +1488 
*Proxy, due to lack of inter-bank market, thew series, inflation-adjusted. $in dollar terms. | 
Sources: National statistics offices, central banks and stock exchanges; Primark Datastrearn, EIU, Reuters, Warburg Dillon Read; J.P Morgan, Hong Kong 





Monetary Authority; Centre for Monitoring Indian Economy, FIEL, EFG-Hermes; Bank Leumi Le-tsrael, Standard Bank Group; Akbank, Bank Eksores, Deut- 
1 sche Bank; Russian Economic Trends. 
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he would not have known anything beyond her native village. 
if not for a developing economy. 


There'd be no developing economy, 


if not for new, more reliable sources of electrical power. 


There might not be new, more reliable sources of electric power 
if not for the ingenuity of ABB. 





Sn Qin has lived in a small village near Guilis 


Vin the south of China all her life. So the chance of he 


t 
er experiencing life in the big cit t Bey tel aly emed remote. Soon however, she'll mo here begin 
new job with one t the compani moving into th nomicully burgeoning are 
Its an opportunity Shen Qin would not have had as recently as a few years ago. There wasn't enough 
electricity available in the region to ppor that kind of extraordinar rowth. Agein power plants are ‘increasingly 
unable to meet the demand for clean, cost efficient ver 


But last year, the North China Power Group decided to modernise a 39-year-old coal-fired combined heat and 


power plant in Beijing. It was an ambiti 


vation that would enable the plant to improve its efficiency by 
producing more electricity from the tof coal. And made possible by the resourcefulness of ABB 
we, no other company utilises local resources and develops local management like ABB. It's an operating 
trate hat ult 1 Cheape upplie ind a project team with the knowledge and experience to 
rea tect h I 


What's mor ABB is the only full-service company in the world with the capability to perform every single 


tusk in the prox om producing eneruy. Which means we have resource no other company can match 
th nique approach that has enabled ABR devise the kind of energy solutions that have helped 
clients like the North China Power Group all over the world achieve their goals on time and within budget 
At ABI ¢ proud to help new energy to start flowing into the region around Beijing. Because for 
many of Chinas young people like Shen Qin it will mean a new standard of living and ultimately a new lift 


More power to them 





t the ABB World Wide Web site at www.abt INGENUITY AT WORK 


The right signals in 
telecoms, internet and 
satellite. Worldwide. 


In few industries is change both as profound and as fast as communications. ING Barings 
is very much at the forefront of this change bringing specialised industry experience 
to bear in a large number and variety of recent transactions worldwide, from raising 
finance for emerging competitors in deregulating European and U.S. markets to Internet 
IPOs. In communications, ING Barings has the expertise where it counts - in the field. 


For additional information, contact David Hudson in Hong Kong on 852 2848 8488 or visit 


us at www.ingbarings.com 
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Remaking Britain 


$irn—The poll in your survey of 
‘Britain (November 6th) of British 
public attitudes towards extra- 
national government suggests to 
‘me that Britain is looking in the 
wrong direction for its political 
future. While 44% of Britons think 
the eu will become more signifi- 
cant in their lives than the Parlia- 
> ment at Westminster, almost 60% 
think Britain can rely more on 
America in crises than on Europe. 
If political unions are best built 
on trust, then it seems Britain 
should consider joining the Un- 
ited States of America. Britons ad- 
mire America more than their 
continental brethren, have invest- 
ed more money there and have 
more connections there. The 
Channel has always seemed cul- 
turally wider than the Atlantic. 
England, Northem Ireland, 
Wales and. Scotland could peti- 
tion to enter the Union as the gist, 
sand, 53rd and 54th states. Should 
Canada disintegrate over the 
Quebec issue, the English prov- 
inces could then join the mother 
country in this union. Absurd? 
Maybe. But such a solution would 
solve the various nationalities 
questions and finally allow the 
mother country to benefit from 
the rebellion of her ungrateful 
children 200 years ago like elderly 
parents often do—by moving in 
with the kids. 
Nizhni Novgorod, 
Russia 


CARL LUNA 


Sir—You note that: “National 
feeling in Wales is much weaker 
than in Scotland.” But the results 


of your own survey indicate that 
a greater percentage of Welsh 
people identify with the Welsh 
flag than Scottish people with the 
Scottish flag. Also, a greater per- 
centage of Welsh people associate 
themselves most’ strongly with 
Wales than Scottish people who 
associate themselves most strong- 
ly with Scotland. 

The narrowness of the Welsh 
referendum result, compared 
with that of Scotland, is often 
quoted as evidence of a lower lev- 
el of national feeling in Wales. 
However, the. Scottish people 
were offered a full parliament 
with legislative and tax-raising 
powers; the Welsh people were 
only offered an assembly with 
much more limited powers. 
Could this be a case of the Welsh 
being lukewarm about a half- 
baked constitutional reform rath- 
er than indicating a lower level of 
national feeling? 

Pontypool, © MALCOLM PROWLE 
Gwent ALISON PROWLE 


Sır—lt is quite some time since 
most “Britons” regarded Parlia- 
ment as “the shrine of the world’s 
liberties.” This is particularly true 
for the more distant regions. Tony 
Blair did not grant a referendum 
to Scotland from the goodness of 
his heart; it was part of a pact for 
electoral victory. Its outcome was 
never in doubt (which was why 
the campaign was so lacklustre); 
Scotland knew what it wanted. 
Nor is Mr Blair’s government 
truly changing the fundamentals 
of the British constitution. He has 
hedged on the important issues 
that would make a difference to 
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ordinary people. So far there is no 
sign of a bill of rights or propor- 
tional representation for pan-Brit- 
ish elections. The Freedom of In- 
formation Act is anything but. All 
that has happened is that politi- 
cal power has been passed from 
one set of politicos to a more pa- 
rochial set; and the bureaucracy 
remains the same. 

Dhaka, 
Bangladesh 


Nick HONHOLD 


Sin—I was distressed to find The 
Economist supporting a myth. A 
heading in your survey says: “Eu- 
rope’s incoming tide—And the 
quarrelling Canutes.” This implies 
that the people in Britain who 
think they can stop the incoming 
tide are disagreeing with one an- 
other. But Canute did not think 
he could stop the incoming tide. 
He was just trying to demonstrate 
that his sycophantic courtiers 
were foolish. The Economist 


would have been on his side. 
Grenoble, 
France 


Ken MACKENZIE 





Macedonian minorities 


$1r—Your report from Macedonia 
(“Methodical man”, November 
2oth) combines cynicism with 
lack of insight. The jocular tone 
about the evident election fraud 
in the Albanian-dominated west- 
ern part of the country—“the 
turnout was suspiciously high. 
But it did the trick”—is distasteful 
in a newspaper which is self- 
righteous in lambasting cheating 
by candidates of whom it disap- 
proves. Worse still is the idea that 
cheating by one ethnic group can 
be anything other than destabilis- 
ing in a divided society like that 
of Macedonia. 

i have observed more than 50 
post-communist elections since 
1990. The scale of ballot stuffing 
and intimidation by Albanian 
gangsters in western Macedonia 
was among the worst I have wit- 
nessed. Albanian women were 
shepherded to vote, sometimes 
with a man to fill in the ballot for 
them. Opposition observers were 
beaten and chased away. 

Only outsiders who contemp- 
tuously regard ordinary Albani- 
ans in Macedonia as a monolithic 
herd incapable of expressing any- 
thing other than unanimity could 
believe that turnouts of 100% all 


voting one way are credible, not 
least in a region which sends so 
many Gastarbeiter to Germany. 
In fact, it is an irony of post- 
communism that ethnic minor- 
ities like the Albanians of Mac- 
edonia are expected to act in a to- 
talitarian way by so many 
western advocates of political 
pluralism and civil society. 
Mark ALMOND 
Oxford Oriel College 





Opinion pole 


Sir—In your obituary of Sir Vivi- 
an Fuchs (November 2oth) you do 
a disservice to your countrymen 
by denigrating the Scott expedi- 
tion’s devotion to science. Among 
the effects found in Scott’s tent 
were 35 kilograms of geological 
samples which had been faithful- 
ly carried for hundreds of miles 
from the South Pole to their final 
resting place, only 1 miles from 
One Ton Camp. Had they aban- 
doned these samples, it is quite 
possible that they would have 
reached One Ton Camp and lived 
to tell the tale. 

Whatever other motives Scott 
and his men may have had, “that 
cause for which they gave the last 
full measure of devotion” was 
surely scientific advancement. 
Alexandria, 


Virginia Davin HECHT 





Russia's empire 


Sir—In your otherwise excellent 
analysis of Russia’s current war in 
Chechnya (November 13th) you 
make a gravely misleading state- 
ment: “For better or worse, 
Chechnya is part of Russia.” It is 
not. Rather, Chechnya is part of 
the Russian Federation. Just as it 
was wrong, before the disintegra- 
tion of the Soviet Union, to use 
the term Russia to denote the en- 
tire ussR (as misguided journalists 
often did), it is similarly fallacious 
to confuse Russia and the Russian 
Federation. 

I challenge you to find one sin- 
gle printed reference in any of 
Russia's own official internal pub- 
lications in which Chechnya, Kal- 
mykia, Sakhalin, or any one of the 
21 autonomous republics of the 
Russian Federation, is said to be 
part of Russia. Even the most ra- 
bid Russian imperialists no longer 
dare to say, for example, that Tar- 
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Contact retained consultants Maria Vidal or Andrew Bott quoting ref no C4284 


EM, One Adam Street, London WC2N 6AE e-mail maria.vidal@e-m.co.uk tel 020 7930 7000 fax 020 7930 8888 www.e-m.co.uk 





_ LETTERS 
tarstan is part of Russia. 

The implications of this dis- 
tinction: are momentous. There 
ican be no stability and prosperity 
-in.the Russian empire, now called 
the Russian Federation, until Rus- 
sia’s government honestly and 
unequivocally decides: finally to 
decolonise and allows plebiscites 
to. determine which autonomous 
republics or regions. want to re- 
main part of the Russian Federa- 
tion, and which would rather say 
goodbye. 
Swarthmore, O.M. BILANIUK 
Swarthmore College 


ene 





i The EU's peace corps? 


.— Sır—One approach that might be 
_- worth considering for Europe's 
“new army (“The ru turns its at- 
tention from ploughshares to 
swords”, November 20th) is to 
make the army solely a peace- 
keeping force. Such a force would 
be very valuable to both Europe 
arid the world. Britain, Germany, 
etc. could thus happily contribute. 
The force would probably make 
France happy: it might reasonably 
be largely independent of Nato, 
and potentially it could grow into 
something much bigger if it dem- 
onstrated skill in peacekeeping. It 
should also make neutral ev 
countries happy: they could con- 
tribute while remaining neutral. 
Additionally, its existence 
would probably make America 
happy: the force would not com- 
pete with Nato, and it would 
mean that American troops were 
less likely to be involved in peace- 
keeping (which the Pentagon be- 
lieves dulls combat soldiers’ fight- 
ing edge and for which Congress 
can lack enthusiasm). 
London DouGLas KEENAN 





Bear with Bangladesh 


Sir—Regarding your article on 
Bangladesh (November 2oth), 1 
agree that most people, including 
"myself, are absolutely frustrated 
by the political strikes and con- 
sider them a menace to all aspects 
_of society. However, I fail to un- 
derstand how you can conclude 
_ that Bangladesh is doomed to a 
military coup like Pakistan. 

After winning independence 
from Pakistan, Bangladesh has 
probably fared better than Paki- 
stan in areas of microcredit lend- 
ing, grassroot development, vo- 
luntary birth-control, female 
education and press freedom. The 
disparity between rich and poor 
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is not as acute as that found in Pa- 
kistan mainly because the coun- 
try does not have an entrenched 
feudalistic system. We have a 
well-respected president, free and 
fair elections, and a considerably 
independent judicial system. Ban- 
gladeshis were able to oust their 
last military leader, General Mo- 
hammad Ershad, through a series 
of strikes in 1990. 

Democracy is in its infancy 
and, while some people are dis- 
contented with the major politi- 
cal. parties, most think that the 
military should remain in the bar- 
racks. You will not see any cele- 
bration in the streets of Bangla- 
desh for the army. Democracy 
cannot be perfected within such 
a short time in a country so short 
of resources, but give us some 
credit for stumbling along and 
making progress since the days of 
coups and martial law. 


Dhaka, 

Bangladesh LUBNA KABIR 
aanraai i enn rr EAR j 
E-conomic growth 


Sır—Your article on the difficul- 
ties of measuring the economic 
impact of information technol- 
ogies (“E-xaggeration”, October 
30th) has its own serious difficul- 
ties. Relying on a private study 
which concluded that only 10% of 
recent American nominal econ- 
omic growth can be traced to the 
rr sector, you call “misleading” 
the government's Economics and 
Statistics Administration (ESA) es- 
timate that the rr sector can ex- 
plain 35% of recent real economic 
growth. 

It is not sensible to dismiss this 
finding by arguing, as does the 
study you cite, that the rr sector's 
nominal growth is the best est- 
imate of its contribution to real 
growth. No analyst would claim 
that the oil sector’s contribution 
to real growth could be reliably 
measured using nominal dollars 
with oil prices rising sharply over 
the last year. It is a greater chal- 
lenge to measure real price 
changes in computers, software 
and telecoms equipment under- 
going rapid innovation than in a 
standard commodity such as oil. 
Esa met that challenge, deriving 
the estimate, relying on Bureau of 
Economic Analysis (BEA) source 
data and procedures for comput- 
ing real growth. 

Unlike the private study cited, 
those sea data and procedures 
have undergone extensive review, 
and use methods widely recog- 
nised and recommended by 










economists and national-income 
accountants, nationally and inter- 
nationally. One may legitimately 
estimate i7’s contribution to re- 
cent real growth as less than 35% 
by using a more narrow defini- 
tion of 11, ora lower estimate of rr 
price reductions and quality im- 
provements. Since no one doubts 
that rr prices have fallen and 
quality has improved, it is illegiti- 
mate to use it’s nominal growth 
to gauge its role in real growth. 
ROBERT SHAPIRO 
Under Secretary 
of Commerce for 
Washington, pc Economic Affairs 


Break Glass-Steagall? 


Sir—You leader is unusually em- 
phatic in approving the repeal of 
the Glass-Steagall Act (“Kill Glass- 
Steagall”, October 30th). Are you 
sure that it is a good idea to con- 
found. commercial banking, in- 
vestment banking, insurance and 
stock brokerage? What of the ad- 
vantages of specialisation and di- 
vision of labour? Do you really 
want to buy insurance at your lo- 
cal bank? The rush to conglomer- 
ates during the late 1950s and 
1960s was largely a failure, and 
banking seems to have a major 
crisis every decade or so. Do we 
want to compound such risks? 
Shoemaker, stick to your last. 
Ann Arbor, 
Michigan 


Roy PIERCE 





Watering Syria 


Sir—Your article on Mesopota- 
mia’s water (November 13th) is 
succinct and even-handed, until 
the last paragraph when you al- 
lege that Syria squanders much of 
the water flowing from Turkey. 
Despite the Iragi-Syrian agree- 
ment to split the low-flow Eu- 
phrates water 58:42, Syrian prac- 
tice is to send 80% of the total 
annual flow down to Iraq. 

Syria is well aware of the need 
for conservation measures and all 
new schemes are designed for 
sprinklers or drip irrigation. There 
are plans for converting old fur- 
row irrigation schemes to sprink- 
lers. Already 15% of irrigation in 
Syria uses drainage flows mixed 
with fresh water. 

It is unfair to categorise Syrian 
plans for irrigation as a waste of 
water when Turkey plans much 
more, yet has a climate better suit- 
ed to rain-fed agriculture than 
Syria’s or Iraq’s. Syria will reach 
the limit of food self-sufficiency 





in 10-35 years, depending on the 
effectiveness of its measures to 
improve irrigation efficiency and 
agricultural yields, and to control 
population growth. 





Mbabane, 

Swaziland GEOFFREY BALDWIN 
St a i a tenia Nominal wlll 

A share of the spoils 


Sır—The disappearance of divi- 
dends (“Shares without the other 
bit”, November 20th) is, | would 
suggest, a product of the great bull 
market of the last 12 or so years. 
Traditionally, dividends provided 
a significant part of investors’ to- 
tal return, even when the divi- 
dend yield was only 4-5%. But 
with stockmarket indices going 
up by 20-25% a year, and inves- 
tors expecting more of the same 
indefinitely (according to most 
polls), who needs dividends? 
You have commented before 
on the drop in American saving to 
negative levels, and the private 
sector deficit rising to 5% of GDP. 
Both of these figures are at 50-year 
extremes. Surely the same phe- 
nomenon is at work here too. If 
you can continue to make 20% a 
year in the stockmarket, why 
save? Indeed, why not borrow for 
a better house or consumer goods 
and pay from stockmarket gains? 
Likewise, why should companies 
not issue bonds paying 7-8% to 
buy back stock paying only 1%. if 
the stock will be 20% higher ina 
year, partly thanks to the buy- 
back itself. It is all a bit scary. 
Waterbury, H. CLARK 
Connecticut GRISWOLD 


Sin—There is a cause for divi- 
dends going out of fashion that 
you do not mention. Share op- 
tions for senior managers of 
American firms now represent by 
far the greatest part of their remu- 
neration. Other things being 
equal, the value of an option in a 
company that retains all its after- 
tax profits is considerably greater 
than in one that makes a mean- 
ingful distribution. 
Richmond, 

Surrey Jonn GOvETT 


Sır—One must wonder what will 
happen when all the baby boom- 
ets begin to look for income on 
their portfolios. Will dividends re- 
appear or will the bond market 
boom? 

Raleigh, 

North Carolina ROBERT GUTHRIE 
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STANDARD 
&POOR'S 


DRI 


Standard & Poor's DRI is the world’s leading 
provider of economic information and analysis 
to an international client base drawn from 
industry, finance and Government. 










We currently have openings for: 








Two Industry Analysts 


















to focus on various industrial and services sectors in Europe, The 
candidates will focus on selected sectors, and provide quantitative 
analysis and commentary on market trends,- supplier/competitor 
information, technological change, and market ‘innovation. He/she 
should be flexible in their interests and be able to go beyond factual 
reports to analyse the underlying trends. 


Candidates should have a Msc or a PhD in economies or business. The 
position is suitable for candidates with àa minimum ‘of 3 years of 
experience with an industrial company, a financial organisation, a 
consulting firm or an academic institution. Complete fluency in English 
is required. Knowledge of one or several other European languages - in 
particular German or Spanish - is a plus. 


The positions will be based in Brussels or in London, and are open to 
EU nationals and to individuals with a working permit in the EU. Please 
reply in confidence with full CV and salary expectation, indicating your 
sector(s) of expertise and preferred work location, to: 







Dr. Elisabeth Waelbroeck-Rocha - Standard & Poor’s DRI 
1, Rue Camille Lemonnier - B-1050 Brussels - Belgium 













Futures 


GROUP EUROPE 


Futures Group Europe/The Futures Group International are health 
management consulting companies that work to design, manage and evaluate 
developing-country reproductive health and population programmes. Futures 
Group Europe is seeking a senior person for the full-time post of Policy Analyst, 
which will be based in the Futures Group Europe office in Bath, UK. The post 
will involve overseas travel. 


The incumbent will be responsible for two main areas of work: 

* Country Manager, responsible for one or more developing countries and 

+. Technical Expert, responsible for ad hoe assistance. This work involves 
providing technical assistance to local country counterparts and local staff in 
activities designed to enhance political support and improve planning for 
effective HIV/AIDS programs. This could include analysis of surveillance 
data, estimates and projections of the HIV epidemic and its impacts, policy- 
relevant research, strategic planning, human rights and evaluation, it also 
requires. providing technical direction, monitoring country programme budgets 
and ensuring contractual compliance with donor regulations, 

Qualifications and Skills 

Experience in HIV/AIDS and work experience in a developing country, 

particularly in Africa. Experience of policy issues would be beneficial, but is not 

essential. Applicants must have excellent communication, negotiation and 

facilitation skills. Other useful skills include experience in designing, managing or 

evaluating AIDS programmes: strategic planning, health economics or a similar | 

quantitative background: and experience working with the donor community 

(UNAIDS, USAID, DFID, EC, ete): Applicants should possess a Masters degree 

in a related field (public health, public policy, development studies, demography, 

etc.}, and should have at least 7 years experience working on reproductive 

health/policy issues in developing countries. Some management and f 

administrative experience is also desirable, as is ability to work in French. 

Salary is commensurate with experience 





































































































Applicants are requested to send a letter of application and accompanying CV, 
including names of two professional referees, to: Futures Group Europe, Edgar 
Buildings, 1? George Street, Bath BA! 2EN. Fax: 01224 443656, 

Web: bttp://www.tfgi.com or www. fgeurope.com 

Closing date for applications: 10th January 2000 












STRATEGIC TECHNOLOGY CONSULTANTS 


MANAGERS AND EXECUTIVES 






LONDON 


The PricewaterhouseCoopers’ Corporate Value Consulting practice was 
formed to provide an integrated and seamless approach to addressing 
value issues. The practice is part of the global business line that 
provides financial, economic and strategic advice to major corporates, 
governments and institutions, It is recognised as a leader in its market 
and is supported by 150 dedicated professionals in the UK. To fulfil our 
ambitious growth plans, we presently have opportunities for individuals 
to join the Technology, information, Communication & Entertainment 
sector team. 


You will work as part of a team to help our clients understand the 
value of their business when making major strategic decisions that can 
include business planning, fund raising, restructuring, acquisition or 
divestment and litigation. Advice is provided on a range of issues 
encompassing industry dynamics, competition issues, the cost of 
capital and market studies. 


As a Manager you should have at least 3 years’ related consulting experience 
in areas such as pricing models, Competitive positioning, penetration curve 
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PRICEWATERHOUSE(GOPERS 


Join us. Together we can change the world. 


PricewaterhouseCoopers refers to the UK firm of PricewaterhouseCoopers and to other member firms of the worldwide PricewaterhouseCoopers organisation. 
PricewaterhouseCoopers is authorised by the Institute of Chartered Accountants in England and Wales to carry on investment business. 





E£COMPETITIVE 


analysis and market analysis gained within a strategy house. We will 
expect Executives to have a minimum of 2 years’ experience. 







Relevant sector knowledge, whilst advantageous, is not a prerequisite, 
however, we would be particularly interested to hear from applicants 
with experience of e-commerce and European Capital Markets, You will 
also possess a good first degree and ideally a higher qualification e.g. 
MBA, MSc or PhD. The environment is one of continuous personal 
development where high performance is rewarded and fast-track career 
Progression is strongly encouraged. 











You will be based in central London but must be willing to travel. 






To discuss these opportunities, please contact Jeff Wheeler, Executive 
Connections, 43 Eagle Street, London WCIR 4AP, 0171 304 9000 
(01732 882047 evenings/weekends). Fax: 0171 304 9001. Email: 
jeff. wheeler@executive-connections.co.uk 








www.pweglobal.com 





































United Nations Industrial Development Organization 


UNIDO is the UN agency providing specialized services for sustainable and 
environmentally sound industrial development. To deliver these services and to 
make a definitive contribution to achieve the goals of UNIDO, the Director-General 
is looking for men and women of the highest level of competency and integrity to 
join his team at headquarters. 













* Divisional Personnel Officer, P-4 * Industrial Development Officer, P-3 

Human Resource Management Branch Statistics and Information Networks Branch 

Advise/counsel management and staff on human resources Formulate/execute econometrics/economic research relating to i) 

management policies, entitlement and individual staff problems. the compilation and use of industrial statistics in developing 

Interpret/apply conditions of employment ensuring appropriate and countries, ii) other industrial development topics. 

consistent application of staff regulations and rules. Prepare/backstop technical assistance activities relating to 

Vacancy Announcement No. VA-99/014 implication, analysis and dissemination of industrial statistics and 
: national industrial development indicators. 

e Finance Officer, P-3 Vacancy Announcement VA-99/021 

Accounts, Payments and Treasury Section 

Assist in controlling and maintaining accounting/reporting « Industrial Development Officer, P-3 

procedures and systems. Draft replies to internal and external Statistics and Information Networks Branch 





audit observations and recommend appropriate action. Conduct empirical economic analysis on specific topics and draft 


Vacancy Announcement VA-99/015 








e Industrial Development Officer, P-4__.. 
industrial Policies and Res h 

Analyze global industri 
cooperation service 
analysis of industr 
technological ca 
Vacancy Ann 













‘a-regional comparative 
.inchuding trade, 














«industrial 
industrial Po! 







management deci 
Vacancy Anno! 













od industries 






es/projects related ' 


¢ Industrial De i Fean ( 
y Branch “oss fruits/vegetables sectors on 


Quality, Standardi 
Formulate programm 
relating to conformity as: 
and accreditation includi 
management systems stant 
and ISO 17025. 
Vacancy Announcement VA-99/019 













ization, Certification 
‘well as quality “°° cen. 
Q 9000, iSO 14000 
















Support Branch 
NIDO’s technical cooperation 








. Finance Officer, P-3 : 
Budget and Funds Management Section 


Mobilize/manage UNIDO-administered financial resources processing: Advise on the establishment of rural repair and 









voluntarily contributed by assigned donor countries. Assist in maintenance workshops. 
streamlining financial management procedures. Assist in overall Vacancy Announcement VA-99/026 





management of portfolio of technical cooperation activities. 
Vacancy Announcement VA-99/020 





+ industrial Development Officer, P-4, Montreal Protocol Branch 
Design, develop and formulate technical cooperation programmes and projects in the aerosol, halon and solvents sectors, taking into 
consideration the emphasis on environment related activities. Undertake consulting services in the ODS elimination projects including 
preparation of studies, policy papers, guidelines etc. 
Vacancy Announcement VA-99/027 









Detailed information available through Internet, UNIDO: http:/www.unido.org (Who We Are/Career Opportunities). UNIDO offers attractive 
remuneration packages/benefits in line with the United Nations common system. Female candidates from all UNIDO Member States are 
particularly encouraged to apply. Candidates should submit a CV or a UNIDO Personal History Form (formats obtainable from the UNIDO home 
page) to: Chief, Staff Planning and Development Section, P.O. Box 300, A-1400 Vienna, Austria or Fax: +43 1 21346 3492; Email 
applications will not be accepted. Deadline for receipt of applications: 31 December 1999. J 
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Since 1984, the Centre for Research and Information on 
Low-External-Input and Sustainable Agriculture, ILEIA, 
has been documenting, publishing and researching 
experiences with low-external-input and sustainable 
agriculture {LEISA} indigenous knowledge and 
participatory methads in developing countries. 


In 1999, ILEIA became an independent foundation with international funding and a 
mandate to support partnerships that develop and operationalise LEISA. In this 
Capacity, and in cooperation with local, national and regional NGOs and research 
institutions in the South and the North, {EIA will continue to publish experiences 
with LEISA. Central to the new ILEIA will be the establishment of regional 
programmes and LEISA Newsletters in the major languages, The Foundation will also 
actively pursue policy research and advocacy to push for changes in international 
policies for LEISA. ILEIA now wishes to recruit its new 


Director (f/m) - reporting to ILEA’ International Board of Trustees 


The Director will have a substantial working experience with sustainable agriculture 
in varied institutional settings (incl NGOs) in developing countries, Potential 
candidates should have a higher university degree, preferably at PhD level, be fluent 
in English and have a good command of one of ILEIA’s other working languages 
(Spanish, French, Arabic). 


The Director will work closely with a smali professional team of 10 people to build 
global and regional partnerships supportive of sustainable agriculture and LEISA. 
He/she will be responsible for actively presenting the experiences of the ILEIA 
network in international meetings and encouraging institutional collaboration on 
LEISA. Solid administrative and financial skills are required. Fund raising abilities are 
a prerequisite. 


Duty station is the LEIA headquarters in Leusden, near Utrecht, in the centre of The 
Netherlands. The position will involve some international travel, 


Initially the appointment will be far 2 years, starting early in 2000, through contract 
with ETC Netherlands, which is the host organisation of ILEIA. The right candidate 
can expect a salary package in the range of NLG 106,000-1 20,000 pa (gross). 


Candidates are requested to sead their applications with CV together with the names 
and addresses of three referees to: Dr, Stein W. Bie, (Chair), ILELA Foundation, 
P.O.Box 64, 3830 AB Leusden, The Netherlands: email directorsearch@ileia.nl tatn. 
Dr. Stein W. Bie) before 20 December 1999, For more information please visit 
hupvAvww.oneworld org/ileia or contact: Dr. Stein W, Ble femaih s. ble@cgiarorg). 


MANAGING 
$ 


Our client, which is one of the largest banks in Kenya operating through a 

countrywide branch network and a host of correspondent banks 

worldwide, wishes to recruit a high calibre person as the Managing 

Director. 

Reporting to the Board of Directors, the Managing Director will be a 

member of the Board and a link between the Board and management. The 

key responsibility will be to lead the Bank to meet both short and long term 

objectives of: 

+ optimising the utilisation of the Bank's resources 

* enhancing customer care and service 

* providing attractive career opportunities to staff 

* optimising return on shareholders’ investments 

The Managing Director will play a key role in designing and reviewing 

Strategies and policies to meet the objectives of the Bank. 

The ideal candidate who must be a holder of a university degree will have: 

e strong business management skills with an impeccable record of 
accomplishment in strategic planning and management, handling large 
budgets, organisation structuring and transformation, implementing 
performance standards, continuous improvement of service quality and 
business process re-engineering 

* at least three years experience as Managing Director or similar senior 
positions in a large commercial and/or financial services organisation 
with multiple business locations. 
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Management Consultants 


London, Paris, Frankfurt 
Competitive salary and bonus 


ZS Associates is a global management consulting firm with a unique 
market position. We have established ourselves as a leader in sales 
and marketing consulting through a powerful combination of 
analytic methods, issue focus and industry experience. We are 
expanding rapidly and our now recruiting high calibre consultants 
with rigorous analytical skills to continue our success, 


You will address challenging strategic and tactical issues in sales and 
marketing, and develop creative and actionable solutions to our 
clients’ needs. You will quickly have the opportunity to manage 
projects and client relationships, 


Consultants will have a good first degree in a numerate or scientific 
discipline; an MBA or similar qualification would be an advantage. 
You will have a minimum of 2-3 years project management and 
group leadership experience in consulting or relevant industries. 

You will also need to demonstrate a logical approach to problem 
solving and have good communication and teamwork skills. 


Please post or email your CV and covering letter including current 
salary details to our recruitment consultants — Chance Jarosz, 
Mayfield House, 5A Little Lane, I ikley, LS29 SEA, GB. 

Email: Chance Jarosz@pobox.com 





PRICEWATERHOUSE(COPERS 


Executive SEARCH & SELECTION 


DIRECTOR 


* Over ten years experience at senior management level of which five must 
be in the financial services sector. 
The candidate should be a visionary team leader with well developed 
communication skills and a high level of integrity. 
The successful candidate will have worked in, and will have been the 
sponsor of change in a commercial organisation. An MBA, professional 
banking experience and use of Information Technology are definite 
advantages, 
This iş a high profile and critical position in the organisation. Our client will 
offer an attractive and competitive remuneration package to the successful 
candidate. The appointment will be for a renewable fixed term to be 
negotiated, 
if your background and competencies match the given specifications for 
this position, pleae write to us in confidence by 17 December 1999 quoting 
ESS 328 on both letter and envelope. In addition please provide a detailed 
curriculum vitae including details of your qualifications, experience, 
present position, current remuneration, day and evening telephone 
numbers, and names and addresses of three referees to: 


Executive Search & Selection 

PricewaterhouseCoopers Consultants Limited 

Kattansi Educational Trust Building, PO Box 43963, NAIROBI 
Telephone 254 (2) 221244 Fax 254 (2) 221245 

E-mail: ruth.gathee@ke.pweglobal.com 
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To provide strong leadership in the promotion of the Economics Department, particularly 
the Finance and Development Training and Research Unit {FADTRU) 

























































































Applications for this prestigious 3-year contract appointment with the University of the Western 
Cape, located close to the city of Cape Town in the Republic of South Africa, are invited from 
suitably qualified and experienced persons. The appointment will begin as soon as possible. 


Programme Officer, Tourism, 
Production and Consumption Unit (P-4) 
VACANCY ANNOUNCEMENT NO. NA-99-100 
Duration: Two years (Renewable) 
DEADLINE FOR APPLICATIONS: 11 JANUARY 2000 











The Department of Economics plays an important role within the Faculty of Economic and 
Management Sciences, Its teaching and research interests include core areas of macroeconomics, 


` financial economics, international economics, international finances and resource economics. 
H Also located within the department is the research and outreach unit FADTRU. 





Your primary task will be to provide dynamic leadership in the promotion of the Economics 
Department. Key performance areas will include: 

; * Conducting original research, preferably in the policy area (government focus} and 
ideally in collaboration with departmental staff and members of other historically 
disadvantaged universities (HDU’s) 

+ Playing a leading role in establishing collaborative teaching and staff development 
initiatives with other HDU's 

+ Giving proactive leadership to FADTRU 

+ Leading efforts to reform the curriculum in order to make it more relevant to South 
Africa's needs in the 2 tst century. 


The United Nations Environment Programme (UNEP) is the 
leading global environmental authority that sets the global 
environmental agenda promotes the coherent implementation of the 
environmental dimensions of sustainable development within the 
United Nations system. 
























Within UNEP, the Division of Technology, Industry and Economics 
(UNEP/TIE) is seeking to fill the position of Programme Officer, 
Tourism for the Production and Consumption Unit located in Paris, 
France. The Production and Consumption Unit works with 
international agencies, industry associations and institutes, to 
promote global awareness and implementation of cleaner and safer 
production technologies and environmental management systems. 


For this key appointment, you will need a PhD together with extensive, relevant senior 
management experience covering the co-ordination of programmes with other academic 
departments and universities, fundraising and securing research grants. A proven research record, 
including publications in referred journals, is also a prerequisite, as is the ability to formulate and 
develop strategies, and to clearly communicate these to all stakeholders. 









In return the University offers an attractive remuneration package. 







Please submit your application and CV (including details of at least 3 contactable referees), to 
Bill Sewell at Anchor International Management Services. 
Telephone: 27-21-42 1-1190, fax: 27-21-419-1174 or e-mail: anchorms@iafrica.com 


Under the supervision and guidance of the Chief, Production and 

Consumption Unit, the Programme Officer will: 

Closing date for applications: 15 January 2000 

; * — manage UNEP’s activities concerned with sustainable tourism 
development; 

* initiate and monitor contact with tourism associations and 
industries, governments, universities, NGOs and other relevant 
organisations; 

* provide technical and policy advice on tourism and the 
environment; 

* promote the establishment of voluntary initiatives for 
sustainable development with various subsectors of the 
tourism industry; 

* prepare care studies - booklets and reports on countries - 
policies for sustainable tourism; 

* ensure the production, publication and dissemination of the 
publications and reports on sustainable tourism; 

* organise training workshops and prepare training materials; 

* contact potential donors to obtain funding for sustainable 

tourism activities. 




















TESEV 


(Turkish Economic and Social Studies Foundation) 


Seeks a Director General 


TESEV is an independent think tank in Turkey operating in Istanbul on the Bosphorus 

University campus for the last five years. Producing cutting edge policy research, it is 

committed to sustaining an equal distance to all political parties, issues and research 

“methodologies. The composition of the board reflects the composition of its members: 
business leaders, academics, former bureaucrats and policy makers. 


The Director General is responsible for providing policy research and administrative 

leadership and will report to the Chairperson of the Board of Directors as well as working 

in a team environment with the Board members and the executive committee. Specific 
responsibilities include: 

« To provide research and administrative leadership in planning, monitoring and 
reviewing TESEV’s projects, including the identification of projects and researchers 
to carry out the projects in the Turkish environment. 

* To collaborate with the Board members to identify the major strategic directions, 
priority setting, updating programs, and to develop the Foundation’s program and 
budget. 

* To promote programmatic links to international and national think tanks, funding 
sources and other relevant organizations in both developing and developed countries. 

+ To assist in fundraising through the identification of appropriate projects and funding 
opportunities, and through ensuring that high quality and timely proposals and reports 
are submitted to the donors. 

« To oversee and to ensure an expedient report publication process. 

* To identify staffing needs and to be actively involved in the recruitment of the 
Foundation’s staff. 


The new Director General will be strongly motivated to and have a clever understanding of 
reform areas in the Turkish public context and should have an understanding of the NGO 
environment in Turkey with extensive international links. Potential appointees will have a 
higher degree (preferably at doctoral level) in a social sciences or management studies area. 
They will also have had relevant senior management experience, preferably in a research 
environment or in government agencies. They will have outstanding communication and 
interpersonal skills as wed as an excellent command of English and Turkish languages. 
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advanced university degree in Engineering, Economics or Planning, 
ten years professional working experience in the planning, 
management of projects, preferably in the Tourism sector. Fluency 
in English required. Working knowledge of other UN languages 
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An internationally competitive salary and benefits at standard 
UN rates will be offered. 

Applications of equally qualified women are encouraged. 
Applicants are requested to send a detailed CV including date of 
birth, nationality, educational qualifications, summary of 
professional skills and/or expertise, relevant work experience, 
publications written and languages spoken, or to complete a United 
Nations Personal History from (P.11), available at UN Offices. 
Applications may be sent or faxed before 11 January 2000 to the 
Chief, Recruitment Section, Human Resource Management 
Service, United Nations Office at Nairobi (UNON), P O Box 67578 
Nairobi, Kenya. Fax: 254 2 62 4212/624134/622615/622624. 
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e Determine your competitive Strategy 


Restructure your organisation to 
advance your strategy 


e Develop profitable and lasting 
customer relationships 


7? Corporate performance 
management: Ensuring strategy 
implementation 

The path to successful resolution of 
your corporate performance problems 
Written in co-operation with PricewaterhouseCoopers 
Published: April 1999 Price: US$375/£235 


“| Sustaining profitable growth: 
Strategies for enterprise-wide 
innovation 


How to ensure growth while satisfying 
customer needs 

Written in co-operation with Gemini Consulting 
Published: March 1999 Price: US$375/£235 


CJ Assessing the strategic value of 
information technology: Planning 
perspectives for senior executives 
IT as a strategic tool 


Written in co-operation with IBM Global Services 
Published: January 1999 Price: US$695/£425 


EIU research reports will help you to: 


Intelligence to help your organisation 
survive the changes of the 21st century 










e Obtain the skills necessary for 
managing outsourcing, partnerships 
and alliances 


e Get the most out of your information 
system 


Our most recent titles include: 


© Shared services: A new business 
architecture for Europe 

How leading companies implemented 
their shared services approach 


Written in co-operation with Baker & McKenzie, 
The Chase Manhattan Bank, KPMG Management 
Consulting and PeopleSoft 


Published: September 1998 Price: US$645/£395 


Also written in co-operation with 
Andersen Consulting are two industry- 
specific, forward-thinking research 
papers: 


O Vision 2010: New strategies for 


communications enterprises 
Published: April 1999 Price: US$375/£235 


Ø Vision 2010: Forging tomorrow's 
public-private partnerships 
Published: July 1999 Price: US$595/£375 
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If you can’t take a year off 
to do our world-renowned MBA... — 


Executive MBA 


Look over the horizon. A generation of young MBAs is moving up fast. But you’re more 
experienced. Your world is global. You have solid achievements behind you and never had 
the chance to take a year or two off. You should consider our Executive MBA. 


e 4 starting dates per year and a modular format: build the 
EMBA that fits your schedule. This is not a “weekend” MBA: it 
is designed to bring together excellent managers from around 


* Designed for international executives, or those on their way to 
becorning global managers, and structured to fit your schedule, 
You'll do 19 weeks of out-of-the-office learning, spread over as 
‘little as 16 months, or up to 3 years, depending on your needs. the globe. 


e Your firm becomes your “learning laboratory”, with assignments 
carried out by you and your company. While back at the office 

you will continue to work with IMD and your fellow participants, 

using distance-learning technology. 


-| Combining our flagship Program for Executive Development 
th one of the world’s top-rated MBAs, the EMBA is built around 
business themes, rather than just functions. 


+ You will go on world discovery expeditions to Shanghai, Ireland 
_ and Silicon Valley, not to sit ina classroom, but to connect with 
excellent companies and managers. 


e This program goes far beyond the functional basics, helping 
you develop the most important skill of all — learning how to learn. 


“The IMD EMBA took us from functional management, through 
general management, to leadership. This program has been a 
trigger for change. Pm ready for the next big step.” 

EMBA graduate 
November 1999 





| IMD: For over 50 years 


“Looking for an MBA with an international touch?.., 
For serious learning...double-strength training...go to IMD” 
Forbes MAGAZINE 


INTERNATIONAL 


Real World. Real Learning’ 


For full details of the EMBA program, please contact: E. W. Vuichoud 
For information on IMD’s 20 other Executive Development Programs: 
iIMD-international Institute for Management Development, Lausanne, Switzerland. 
Tel: +41 21/61803 42 Fax: +41 21/618 07 45 Website: http:/Avww.imd.ch E-mail: info@imd.ch 
For more information about our full-time MBA program, contact 
E-mail mbainfo@imd.ch Tel: +41 21/618 02 98 Fax: +41 21/618 06 15 
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Odd man in 


Wits the Asian financial crisis swept 
through the region in 1997 it destroyed 
conventional wisdom as well as economic 
growth. “Miracle” economies were shown to 
be prickable bubbles, their political stability a 
mirage, and “Asian values” a load of tosh. Or 
were they? When they gathered in Manila last 
weekend for an annual summit, many of East 
Asia’s leaders were celebrating economic re- 
covery, and reaffirming their faith in doing 
things the Asian way. Stranger still, the most 
outspoken advocate of “Asian values” has 
just received a ringing electoral endorsement. 
On November 29th, the coalition led by Ma- 
hathir Mohamad, Malaysia’s prime minister, 
was returned to power with a majority barely dented by the 
turbulence of the past two years (see page 27). Of all the re- 
gion’s leaders, he was fiercest in blaming the crisis on foreign 
conspirators and rejecting fundamental political and econ- 
omic reform. Has Dr Mahathir been vindicated? 

Certainly he has a case to put to those who, like this news- 
paper, have criticised his policies while praising the reformist 
urges of some of his neighbours. Malaysia was always the odd 
one out of the four worst-hit Asian economies. Unlike Thai- 
land, Indonesia and South Korea, it did not have to turn to the 
IMF for a bail-out. And whereas leaders in the other countries 
have stressed the need for reform, and sought the approval of 
western financiers, Dr Mahathir has railed against hedge 
funds and currency dealers—indeed westerners as a class, not 
to mention the entire international financial system. 

But Malaysia is also different in another respect—it has 
weathered the crisis without a change in government. Politi- 
cally, the treatment of his former deputy and now opposition 
figurehead, Anwar Ibrahim, may have Outraged some, but it 
seems not to have alienated too many voters. The gov- 
ernment's handling of opposition has been heavy-handed (all 
too literally—Mr Anwar was beaten up in prison by the chief 
of police). But Malaysia has not, despite some large street prot- 
ests, descended into the sort of communal violence seen 30 
years ago. Dr Mahathir’s supporters are quick to highlight the 
contrast with neighbouring Indonesia, whose democratic 
transition has been uncertain, bloody and bad for business. 
Nor, on the economic front, has the rejection of imr ortho- 
doxy brought the disaster many predicted. Since he ring- 
fenced the currency, the ringgit, with capital controls in Sep- 
tember last year, the economy has recovered. After shrinking 
7-5% in 1998, Gpr is likely to have grown by about 5% this year. 

It is hard to argue that this impressive political stability 
and economic resilience has really been achieved entirely in 
spite of Dr Mahathir. After 18 years in power, he surely de- 
serves some credit. But he must also take the blame for storing 
up political and economic trouble for the future. 
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Looked at more closely, the election re- 
sults do not, in fact, amount to quite the re- 
sounding personal triumph for Dr Mahathir 
that they might seem. He is prime minister by 
dint of his leadership of his own party, the 
United Malays National Organisation, which 
dominates the ruling 14-party coalition. um- 
NO enjoyed many electoral advantages: a 
mass membership of some 2m (nearly a fifth 
of the electorate); vast powers of patronage; a 
slavishly sycophantic press; the absence, in 
jail, of Mr Anwar; and, allege the opposition, 
dirty tricks such as the use of phantom voters. 
Yet, despite all this, umno lost votes to an Is- 
lamic opposition party. 

Dr Mahathir, in his pragmatic way, has shrugged off the 
setback. But it shows one danger of his determination to 
quash dissent within umno: a growth in the politics of reli- 
gion. One of his great achievements until recently, however, 
has been to defend secular politics, preserving relative harmo- 
ny among the Malay (Muslim) majority and the Chinese, Indi- 
an and other minorities. Dr Mahathir’s ruthless way of dealing 
with those who oppose him has also done subtler harm to 
Malaysian democracy. Over the years he has faced down ma- 
ny of the checks on his authority—the traditional rulers (the 
sultans), the judiciary, the Muslim clergy, the press. All this 
has tightened his grip on power and makes him a hard act to 
follow. By the same token, it increases the risk of instability 
when he does go. This is the real lesson of Indonesia: it is not 
democracy that destabilises, so much as over-staying authori- 
tarian leaders, grabbing ever more power to themselves. 


Problems postponed 


Similarly, Dr Mahathir’s economic policies have postponed 
rather than avoided difficulties. The damage done by ex- 
change controls has been limited by a number of benign fac- 
tors: calmer global markets, a regional recovery, and favour- 
able exchange-rate movements elsewhere. The controls have 
not stopped Malaysia's recovery. Nor have they been used, as 
was hoped, as a breathing space for painful economic restruc- 
turing. Even a much-touted consolidation of the banking sys- 
tem has stalled. 

That Malaysia’s economy has bounced back so quickly is 
more a measure of its relative health when the crisis struck. 
And that is partly a tribute to its success in attracting foreign 
investment. Dr Mahathir, now the scourge of globalisation, 
has in fact been one of its great beneficiaries. So much so that 
he has been able to fend off the pressures for economic and 
political reform to which his neighbours have had to yield, 
and to prolong his own rule. That is a shame. The doctor 
should change his prescription. 
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Yes, minister 


In a historic week for Northern Ireland, Martin McGuinness (ex-IRA) takes 


his place in government 


ES for the generation that has witnessed the fall of the 
Berlin wall, and the conciliation of Mandela with De Klerk 
and Arafat with Rabin, the birth this week of a power-sharing 
parliament in Northern Ireland has been an eye-rubbing, 
hope-renewing spectacle. Although Ireland was never the 
world’s most dangerous conflict, it has been one of its least 
tractable. In South Africa it became plain in spite of apartheid 
that the black majority should have the right to rule. It be- 
came plain to many in the 1930s, and to both sides a half- 
century later, that partition was the only answer to the con- 
flict in Palestine. But at no time in the 300 years since the plan- 
ting of English and Scottish Protestants in a Catholic island 
has the solution to Ireland’s conflict been obvious. And none 
of the interim attempts at one—home rule, independence, 
partition—has yet produced a stable peace. 

Can the creation of the Northern Ireland Assembly really 
end this long war? As in South Africa and Palestine, the Good 
Friday Agreement compels warring communities to renounce 
violence and submit to political arrangements that were once 
repugnant to them. It is repugnant to unionists, and to many 
other Britons, for Martin McGuinness, a former IRA com- 
mander, to be “rewarded” for a career in terrorism by becom- 
ing, as he did this week, minister of education in the prov- 
ince’s new power-sharing executive. But many republicans 
find it no easier to stomach the sight of Mr McGuinness and 
other Sinn Fein leaders stepping tamely with suits and box- 
files into the very Stormont parliament from which the Prot- 
estant majority misruled Ulster until 1972. Did not the IRA 
and Sinn Fein, its political wing, plan to end the partition of 
Ireland, not join the government of the “artificial” province 
the British occupiers have preserved in its north-east corner? 

This mutual repugnance is encouraging. In other conflicts 
it has signalled the toppling of taboos, the abandonment of ir- 
reconcilable convictions, and the emergence of a compromise 
which moderates on each side of a racial or sectarian divide 
could defend against their respective extremists. Something 
like this is now under way in Northern Ireland. But there is a 
difference. In South Africa (majority rule) and Palestine (parti- 
tion) peace is being built on an agreed solution. Ireland has 
yet to solve the riddle at the root of its quarrel. Are the Prot- 
estants to be seen as a majority in Ulster, or a minority in the 
island of Ireland? It depends on where you stand. Most Cath- 
olics want a united Ireland; most Protestants want to remain 
part of Britain. The Good Friday Agreement does not resolve 
this argument. It merely changes the rules of engagement. 

That “merely” may sound odd. For the changes are pro- 
found. The agreement rules out violence, commits terrorists to 
disarm and entrenches the principle that Northern Ireland 
will not be detached from the United Kingdom unless and 
until a majority of the province's voters want it to be. The re- 
activation of Stormont gives Northern Ireland a chance to 
govern itself, instead of being ruled from a castle near Belfast 
by an English politician on loan from Westminster. In the as- 
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sembly, ingenious rules require ministerial posts and execu- 
tive power to be shared between the communities, and key 
decisions to be endorsed by specified cross-community ma- 
jorities, To this end, all assembly members have had to label 
themselves as “unionists”, “nationalists” or (a depressingly 
small group) “others”. There is no ruling party: David Trimble, 
the (unionist) first minister, serves in a diarchy with Seamus 
Mallon, his (nationalist) deputy. They must stand or fall to- 
gether. They cannot be removed by the assembly, nor do they 
appoint their own cabinet, whose members have been nomi- 
nated by the parties in accordance with their electoral 
strength. Mr Trimble of the Ulster Unionists will somehow 
have to work alongside Peter Robinson, a minister chosen by 
the rival Democratic Unionists, who call the whole agreement 
a betrayal and refuse to co-operate with Sinn Fein’s ministers. 


The limitations of ingenuity 


You have only to describe the complexity of this arrangement 
to see how fragile it is. Other unhappy countries, notably Leb- 
anon, have tried similar power-sharing experiments, with lit- 
tle success. Ingenious constitutions are seldom able to sup- 
press differences between communities with deep-rooted 
reasons to hate each other. In Northern Ireland, the absence of 
an agreed solution to the dispute on sovereignty makes the 
outcome even less certain. The communities see the purpose 
of the assembly in different ways. For the Protestant majority 
it is an arrangement to keep the province British whilst but- 
tressing the rights of the Catholic minority. For nationalists 
(and, perhaps, for the British government) it is a staging post: 
a way to manage the conflict peacefully until the inevitable 
decision to form a united Ireland. 

The realistic hope for durable peace comes less from the 
belief that these incompatible visions can be squared, more 
from the possibility that peaceful politics will in time calm 
passions and blur the old distinctions between British and 
Irish sovereignty and identity. Nationalists are to be appeased 
by the creation of north-south bodies that will seat ministers 
from the republic alongside their northern counterparts. 
Unionists are to be reassured by the creation of a British-Irish 
Council that will bind together all the governments of the 
British Isles: the Republic of Ireland, Northern Ireland’s new 
assembly, the Westminster government, and the devolved 
governments of Scotland and Wales. In time, it is hoped, a 
common geography, dispersed government, multiple identi- 
ties, membership of the European Union—to say nothing of 
affluence, secularisation and all the other forces of glo- 
balisation—can draw the sting of this ancient conflict. 

Will it work? Perhaps. There is no obvious alternative. And 
there are those who believe that although nationalism has 
been the bane of this century, power-sharing will become the 
panacea of the next. It is not a ridiculous assumption on 
which to build a peace for Ireland. But it is a heroic one. 





THE ECONOMIST DECEMBER 4TH 1999 


Clueless in Seattle 


In so many ways, the WTO protesters and the ministers who had to put up with 


them richly deserve each other 


T IS hard to say which was worse—watching the militant 

dunces parade their ignorance through the streets of Seattle, 
or listening to their lame-brained governments respond to the 
“arguments”. No, take that back: the second was worse. At 
least the rioters had a good time. It was the politicians who 
made the biggest hash of things. Bill Clinton wants to invite 
the protesters indoors. France’s trade minister says here is the 
proof that economics and politics cannot be kept apart: stat- 
ism lives! Britain’s trade minister doubtfully insists that “free 
trade can be fair trade”, as if to concur that it quite often isn’t 
(but never fear, he is on the look-out for any sign of unfair- 
ness). God help us. 

Placid, even-tempered liberals (among whom we would 
normally count ourselves) will deplore our exasperation. 
Governments must live in the real world, they point out. Con- 
cerns about trade and globalisation are real, and can be legiti- 
mate: they deserve to be addressed. Indeed they do. So here's 
an idea: let governments start addressing them. Let them ex- 
plain that trade is first and foremost a matter of freedom— 
that if a government forbids its citizens to buy goods from an- 
other country it has infringed their liberty. (Why were there 
no anarchists among all those “anarchists”, by the way?) Let 
them explain that trade makes people better off, especially 
the poorest people in the poorest countries. Let them explain 
that trade improves the environment, because it raises in- 


Currency crossroads 





A weak euro and a strong yen say little about Europe's, Japan’s and America’s 


long-term economic prospects 


jj pe possibility that a sliding euro and a rising yen might 
deliver the magical exchange-rate mix of $1 = €1 = ¥100 has 
grabbed many headlines. Such nice round numbers would 
certainly make life easier for the international traveller. But 
could recent currency movements prove less comfortable for 
policymakers? To answer that question, it is first necessary to 
discard most popular explanations being touted for them. 

Take three commonly cited reasons for the euro’s 14% fall 
since the start of the year. Many eurosceptics have claimed 
that it shows how misconceived was the entire single- 
currency project. But it does nothing of the sort. It is a com- 
mon fallacy to see a strong currency as some kind of econ- 
omic virility symbol. The euro started life highly valued, 
thanks largely to pre-launch europhoria; even now it is not far 
below the average of its component currencies in 1998. 

A second common view is that the euro’s weakness can 
be blamed on the lack of a clear monetary-policy strategy at 
the European Central Bank (ec). However, although the rcp 
is indeed rather less open than the Bank of England, say, it is 
in many ways more transparent about its objectives than 
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comes, and the richer people are, the more willing they are to 
devote resources to cleaning up their living space. Let them 
explain that the wro is not a global government, but merely a 
place where governments make agreements, and then subject 
themselves to arbitration in the event of a dispute. 

Under each of these headings, governments have not 
merely failed to make the case for free trade. They have pan- 
dered to their (unappeasable) critics, moved half-way to meet 
their demands and lent credence to their bogus fears. When it 
comes to trade, governments entertain no presumption that 
people might actually know for themselves what is best. Ever 
mindful of producer lobbies, governments downplay or deny 
the fact that freer trade raises incomes: that is why they must 
be on hand to ensure that trade is “fair”. And rich-country 
governments themselves have given rise to legitimate fears 
that the wro will take on a role beyond its proper compe- 
tence. Calls for the body to develop a new agenda on the en- 
vironment and on labour standards—demands that will push 
it into matters that, at best, belong in other forums, and which 
could easily end up hurting the poorest countries—have come 
mainly from the United States. By acknowledging the need 
for such an agenda, the administration has conceded much 
of the ground to its stone-throwing critics and undermined 
broader support for freedom to trade. 

“Clueless” is putting it kindly. 








Against the dollar 


Currencies 
Jan 1st 1999=100 





America’s Federal Reserve, guardian of the dollar. And third, 
it is argued that a weak euro shows that America has greater 
long-term growth potential than the euro area. Europe, it is 
claimed, is doomed to sluggish growth, hobbled by structural 
rigidities, while America’s dynamic new economy will forever 
boom. But even if this were true—and it is debatable at best— 
it would not justify such big short-term currency swings. Ja- 
pan arguably has even more structural problems than Europe, 
and yet the yen has been climbing. 

The more likely explanation of the euro’s fall is cyclical, 
not structural. Although Europe’s growth has recovered, 
America’s has spurted even more, to an astonishing 5.5% an- 
nual rate in the third quarter. This looks unsustainable, so the 
Fed is likely to have to raise interest rates further to cool de- 
mand and stop inflation rising. The gap between American 
and euro interest rates may thus widen next year—making 
the euro relatively less attractive. 

Is this a problem? A weak euro may dent the pride of 
some European politicians, but it will do little economic 
harm. A fall in the euro will give only. a modest upward 
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nudge to inflation; and it will help to lift growth by making 
exports more competitive. The ecs is therefore right to do 
nothing. In any case, what could it do? Foreign-exchange in- 
tervention on its own rarely succeeds. And increasing interest 
rates when the economy has considerable slack could be 
highly counterproductive. 


Ying and yen 


The strong yen is another matter. It is said by market traders 
to reflect hopes of a robust Japanese recovery. The problem is 
that it could itself choke that recovery. The strong yen is a 
classic symptom of a policy mismatch: loose fiscal policy and 
an overly tight monetary policy. The Bank of Japan should 
boost the supply of yen by buying government debt or 
through unsterilised currency intervention. Recent interven- 
tion has been useless because it has been sterilised—that is, 


offset by the sale of securities to mop up extra liquidity. 

Eventually the Bank of Japan will surely be forced to ease, 
pushing the yen back down. And what of the euro? Its long- 
term prospects look much rosier. Yes, Europe has rigidities, 
but it has fewer imbalances than America or Japan. America’s 
boom may be partly based on structural improvements, but it 
is also driven by a credit-fuelled binge and an overvalued 
stockmarket. America’s current-account deficit is heading to- 
wards 4% of cpp, and private-sector debt is mounting alarm- 
ingly. Japan’s excess is government borrowing: the ratio of 
public debt to cpr is likely to exceed Italy's within two years. 

In contrast, Europe has a current-account surplus, lower 
inflation than America and stockmarkets that look much less 
overvalued than Wall Street (see page 75). European corporate 
restructuring is also under way, at last. Where would you 
prefer to put your money over the next few years? 





Defending Europe 


More useful work for Europeans. But will they do it right? 


| pede have ignited two world wars this century and 
come perilously close to sparking a third, so they have a 
special duty to take defence matters seriously. Even though 
the fissile stand-off between East and West ended a decade 
ago, fighting in Bosnia, Kosovo and the Caucasus has demon- 
strated that not all of Europe is yet at peace. And even if it 
were, there are plenty of places in the wider world where Eu- 
ropeans could lend a hand. This month, Europe's two premier 
clubs, naro and the European Union, are to work out practi- 
cal ways in which Europeans can shoulder more of their con- 
tinent’s military burdens, rather than leaving them to the Un- 
ited States. But there are pitfalls along the way. 

For once, Euro-diffidence is not one of them. It rankled a 
bit in the Gulf war, among the few Europeans who took part, 
that America ran the whole show. In Bosnia, Europeans were 
irritated that, with no troops in harm’s way though plenty of 
fire-power from the air, America could dictate the conduct of 
the war and shape the peace. In Kosovo, where Americans 
and Europeans co-operated closely and successfully, both di- 
plomatically and militarily, the Europeans were plain embar- 
rassed at how little they could contribute to the air campaign 
against Serbia and just how few troops they could muster 
quickly enough to police the cease-fire. Frustration at such in- 
adequacies is leading Britain and France, the Europeans that 
pack most military punch, to prod their fellow Eu members 
at next week’s EU summit in Helsinki to earmark troops and 
equipment so that Europeans can in future do real, if modest, 
military jobs on their own. 

Can this be done without undermining Nato and the 
continent-stabilising link with America? Britain and France at 
bilateral talks last week, like France and Germany this week, 
used many of the right buzz-words: the new plans will be 
“NaTo-supportive”, not a wasteful duplication of effort. NATO 
will still be in charge of collective defence; the eu will act only 
where NATO chooses not to. And in all of that the Europeans 
have America’s blessing. At NATO’s summit in Washington in 
April, America agreed that such Europe-only missions would 
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have “presumed access” to NATO (meaning mostly American) 
equipment. By making their own forces more deployable for 
such tasks, the Europeans insist they will be making them 
more useful to NATO too. 

The new danger is not one of diffidence, but of Euro- 
exuberance. At their previous summit, in Cologne, the Eu 15 
forgot all the naro-crafted phrases and talked only of want- 
ing “autonomy” in defence. But if naro is to lend equipment, 
any mission needs to be discussed first in NATO. Getting that 
sequence of decision-taking right is crucial, not just to avoid 
the usual misunderstandings that happen when an operation 
goes roughly to plan. Some Europe-only missions may find 
they need reinforcements (remember, the Bosnia operation 
started with just a few military observers). Indeed it is hard to 
imagine which missions, if any, the Europeans might take on 
that are small enough not to need the United States alongside, 
yet big enough to justify expending so much high-level politi- 
cal and military attention. 


Tank traps along the way 


Not all members of the eu are members of NATO, and vice 
versa. Welding such a hotch-potch of countries into a Euro- 
pean force without America’s natural leadership will be hard. 
Enthusiasm may also evaporate as costs mount. Although Eu- 
ropeans, working together, could spend their defence budgets 
more wisely, retraining and re-equipping soldiers is still ex- 
pensive. Yet Germany is about to cut its defence budget. And 
there is a lingering suspicion in America that France merely 
wants to distinguish Europe from America, not to distribute 
shared alliance burdens more equitably. 

The test will be in what the Europeans eventually do, not 
what they say. They should contribute more to NaTO’s de- 
fences. But if their new defence initiative ends up as just a big 
political distraction from the alliance’s real work in bolstering 
peace and stability in and around Europe, it will not be just 
NATO, but Europe itself, that loses. 
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Investing in bonds? 


Charles Schwab. 


For investors 
who want to find their 
own direction. 





When you're looking for more stable investments, such as bonds, 
you'll find Charles Schwab most helpful. 






We give you access to powerful research and analysis — 
just the right information and tools that you need to make 
an investment decision — at no charge. 






And as well as bonds and other fixed income investments, through 
Charles Schwab you can invest in US equities, ADRs, options 
and over 200 Hong Kong-registered mutual funds. 





And you can trade at your own convenience in person, or at any 
time of the day or night by phone or through the Internet. With our 
ġe commitment to serving investors worldwide, we now handle over 
į 6 million active accounts, and our clients have entrusted us 
with more than US$590 billion worth of assets. 








Charles Schwab - better information, better service, 
at a better price. 


Investing in bonds? Talk to Charles Schwab. 

You'll receive a complimentary pack of investment information 
and a guide to the services and investment choices we can 
Offer you. 








Visit us at www.schwab-worldwide.com/asia, call 

(852) 2101 0510, fax (852) 2537 1025 for a reply form, 

or e-mail at contact @ schwab-worldwide.com, or return this 
coupon today. 
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Please contact me as soon as possible to discuss the benefits 
of opening an account. 


Family name : 
Given names : 
Address : 
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Telephone (Home/Office/Mobile) : eaaa Pen 
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Death by 1,000 dicks 


Banks and insurers fear that the Internet may destroy their traditional way of 
doing business. Some of them may decide to lead the revolution instead 


«I SUPPOSE I should be standing here 
with a ponytail and earring,” jokes Joe 
Sponholz, boss of Chase.com. A balding, 50- 
something, 18-year career executive at Chase 
Manhattan, one of America’s biggest banks, 
Mr Sponholz did not get where he is by 
sporting such assets. Yet he might as well: his 
ideas now come straight from Silicon Valley. 
Thus, he mouths all the new clichés 
about the Internet changing everything, and 
about the web being not just another distri- 
bution channel, but a world-altering event, 
shifting power from sellers to buyers. But 
what do they mean? Traditional financial 
firms are, at best, “late to the Intemet party”. 
They are vulnerable to dot.com businesses 
that focus on discrete financial products, 
from bank accounts to insurance. “The 
dream of an integrated consumer financial 
relationship that many of us have aspired to 
create for decades looks like it will be solved 
by the net, not by current suppliers.” Profit 
margins are in for “a crushing reduction”. 
“Chase gets it,” proclaims Mr Sponholz, 
which is why it has set up a dot.com busi- 
ness, complete with share options and inspi- 
rational visits from Bill Gates. Indeed, “track- 
ing” shares in Chase.com may soon be sold 
to the public—or the gullible, as one offline 
Chase staffer wrestling with a web page puts 
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it. A similar epiphany is said to have taken 
place at Citigroup. In July John Reed, co- 
chairman with Sandy Weill since Citibank 
merged with Travelers in 1998, gave up day- 
to-day management to focus on the firm’s 
Internet strategy. Mr Reed is said to have 
been energised by his new role, spending 
much time in Silicon Valley seeking out 
bright ideas. He sees the Internet as crucial to 
Citi's target of 1 billion customers worldwide. 
The fear of traditional providers is that 
the Internet might do what it has done to the 
stockbroking industry, in which online firms 
have won huge chunks of business. Merrill 
Lynch, the biggest stockbroker, spent 
months scoffing at the online threat. This 
week, with much razzmatazz, it launched its 
own operation, Merrill Lynch Direct, which 
it will roll out round the world shortly. It now 
claims to be leading “the second phase of the 
Internet revolution in financial services”. 
Retail banks and insurers may, however, 
be less vulnerable to online competition 
than stockbrokers. Share trading has little use 
for the long-term relationships and trust in- 
herent in banking and insurance. Personal- 
finance customers are notoriously conserva- 
tive: many still use counter services rather 
than cash machines. Past changes, such as 
telephone banking, have not had the devas- 























tating impact predicted by some. Reports of | 
the death of bank branches have been much 
exaggerated. Yet the actions of Chase, Citi 
and others suggest that the Internet may be 
different. At the least, an army of Internet- 
only providers is now putting traditional 
firms through a fierce examination. 


The charge of thee-brigade 


Chris Larsen is a 30-something Internet en- 
trepreneur who in 1997 co-founded £E-LOAN, - 
now America’s leading online-only lender. 
Starting with mortgages, -Loan has ex- 
panded its range to include car loans, credit 
cards and small-business loans, and plans 
soon to offer student and personal loans. It 
has launched a European operation, in part- 
nership with @viso, a joint venture between 
Vivendi, a French group, and Softbank, a Jap- 
anese media firm. It is now making inroads 
into Japan via Softbank’s website. ; 

“Personal finance is the perfect product 
for distribution through the Internet,” says 
Mr Larsen. “What happened to share trading 
with the e-brokerages could easily happen in 
loans.” It is not simply that the Internet al- 
lows consumers to search out the best price 
for existing products. E-LOAN originates: 
loans itself, going direct to the capital mar- 
kets. It can charge less and still (some day, it 
hopes) make a profit, because it does not 
have to support a branch network. And 
though lendingis riskier than broking shares, 
Mr Larsen claims to transfer credit risk to thé 
financial markets through securitisation. g- 
LOAN Says it Saves Customers an immediate 
three-quarters of a percentage point. 

In America, attractively priced Internet- 
only products are now available in all the 
main personal-finance lines offered by tra- 
ditional firms. InsWeb, for example, offers a 
best-quote search engine for insurance poli- 
cies; eCoverage has started to originate its 
own brand of insurance policies. Softbank 
has a stake in both businesses. Traditional 
insurers such as a1G have websites offering 
quotes, but they still require customers to 
contact an agent to buy. 

In banking, Net. B@nk opened its virtual 
doors as long ago as 1996. “Net.B@nk’s oper- 
ating expenses are about half those of acom- 
parable traditional bank, so we can pay 
higher interest rates on accounts and avoid 
service charges.” says D.R. Grimes, its chief 
executive. Another online bank is Wing- 
span.com. Despite aggressive ads criticising 
poor service in bank branches, Wingspan is 
a subsidiary of Bank One, an established 
bank. 

The market share of most such firms is 
still tiny. But online-only banking, lending 
and insurance firms are growing fast—and 
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spending a fortune trumpeting their wares. 
They make much of the fact that being wired 
and being wealthy go together (see chart 1). E- 
broking has shown how the market could 
shift (see chart 2). And cheap financial pro- 
ducts are only half the story. The Internet 
also allows the creation of entirely new ones. 


‘Log on to open finance 

One idea behind the $100 billion mega- 
merger of Citibank and Travelers in 1998 was 
“cross-selling”, Citi would sell banking pro- 
ducts to Travelers’ customers, and Travelers 
insurance products to its own banking cli- 
ents. The goal: to cater for customer needs 
from cradle to grave, generating lucrative 
economies of scale and scope. 

Yet past attempts at cross-selling have 
had mediocre success. And the Internet 
makes the challenge much harder. Today’s 
buzzword is “open finance”: firms no longer 
sell only their own products, but instead of- 
fer the best available, whoever the provider 
is—or risk losing customers. Schwab’s “one 
_ source” mutual-fund supermarket, which 

allows customers to buy funds from any pro- 
vider, is the template. Citi now concedes that 





part of its Internet strategy will involve sell- 
ing competitors’ products. 

Cross-selling is not dead. But the Internet 
may force a rethink of what it is about. In- 
stead of trying to sell a product simply be- 
cause it is there, online bankers may concen- 
trate on “integrated personal financial 
management”, using technology to map the 
financial profile of customers and offer pro- 
ducts that best meet their needs. The goal is 
to create for individuals the equivalent of 
companies’ income and balance sheets, and 
to manage (online) their assets and liabilities. 

“The total balance-sheet approach is the 
home run here,” says Mr Larsen. £-LOAN is 
already moving in this direction. When 
somebody applies for a loan, it looks at their 
overall risk-profile. Somebody after a car 
loan might do better to take capital out of 
their house with a home-equity loan, say. E- 
LOAN also searches for the best available 
deals, e-mailing existing customers when it 
finds better ones. Ultimately, Mr Larsen ex- 
pects “dynamic refinancing” of individuals 
and households to become automatic. 

Financial Engines is a firm aiming to do 
for assets what g-LOAN plans for liabilities. It 
uses sophisticated technology and financial 
theory to advise individual members of 
company-provided 401-k pension plans 
how to manage their portfolios. It is now of- 
fering services to all comers over the Internet. 
It helps customers to set financial goals con- 
sistent with their appetite for risk, and then 
tochoose the portfolio of assets that matches 
those goals. 

The more net-savvy traditional firms, 
such as Chase, Citi and Wells Fargo, agree 
that personal finance is probably headed to- 














wards open finance and aggregation (taking 
a view of all the consumer’s financial needs, 
not selling individual products in isolation). 
Instead of cross-selling, the new strategy is 
“mass customisation”. This vision might ac- 
celerate the already fast pace of consolida- 
tion in personal financial services, thanks to 
huge transfers of value from providers to 
customers. The dirty secret of consumer fi- 
nance is that most profits come from people 
who buy products that are overpriced, sec- 
ond-rate or inappropriate: those who forget 
to pay their credit-card billseach month and 
get stung with exorbitant interest rates, those 
who pay bank charges, those who buy mu- 
tual funds that underperform but charge 
huge fees. Mass customisation will make it 
easier for people to avoid such mistakes. 

Yet life might improve for the firms that 
win the battle to provide mass customisa- 
tion. The current pressure from e-commerce 
is to turn financial products into commod- 
ities. Just as the cost of share trading has been 
trimmed to next to nothing, mortgages and 
other loans are on their way to becoming 
low-margin, high-volume products. But 
with mass customisation, what will count is 
how such products are bundled together to 
match the needs of individual consumers. In 
this bundling process, some of the transpa- 
rency and comparability provided by the In- 





| RITAIN’S Co-operative Bank may be 
small, but it is innovative and very 
profitable. Its latest venture is an Internet 
bank called Smile. It is ditching another 
hallowed British banking custom—paying 
scant if any interest on current accounts— 
and passing on cost savings in the form of 
interest. Smile has also made great play of 
its security. Egg, the online bank run by 
Prudential, Britain’s biggest life insurer, ran 
into trouble in April when account-hold- 
ers found they could look at others’ confi- 
dential details—a problem that has also hit 
| Halifax’s online share-dealing service. 
Contrary to popular belief, online 
banking in Europe does not always lag 
America—even though Europeans, thanks 
| to direct debits, escape the tedium of 
cheque reconciliation that makes banking 
| in America such a chore and so enhances 
| the Internet’s charms. In France, for in- 
| stance, Minitel, the telephone-based inter- 
| 
| 








active system, allowed customers to bank 


Smile, you're on the net 


online from the early 1980s, a decade before 
the first American pioneers. Indeed, Mini- 
tel is now proving a barrier to the take-up 
of Internet banking. Of some 5m online 
customers last March, a mere 100,000 were 
thought to be net customers. 

Scandinavia and Germany have been 
more advanced. More than a quarter of the 
customers of Merita Nordbanken, a Finn- 
ish-Swedish firm, use its online bank, and 
almost 90% of those in technology-mad 
Finland. Even BankBoston, one of the 
American banks with the highest customer 
take-up, has only around 10% online. In all 
four Scandinavian countries, banks are 
starting to use the Internet to tailor pro- 
ducts and service directly for customers. 

Like the French, Germans became ac- 
customed to the idea of online banking 
through a telephone-based service from 
1993. Luckily for them, because itis younger 
and offers fewer functions than Minitel, it 
is less of a barrier to net take-up. The big 


t 
four German banks are all online, even if | 
their strategies seem somewhat confused. 
Deutsche decided in September to merge 
its retail arm with its previously distinctdi- | 
rect arm Bank24. Its arch-rival, Dresdner, is | 
slowly weaning customers off “Pe bank- 
ing” (usingits proprietary software on their | 
own computers) and into net banking. | 

In some parts of Europe, where indi- 
viduals like to see their bankers face-to- 
face, progress is more mixed. In Ireland and 
Spain, both profitable banking markets, 
leading banks, such as a1s and Bank of Ire- 
land, or Argentaria and Bankinter, offer 
transactional sites. In Greece and Italy, In- 
ternet banking does not really feature, al- 
though Sanpaolo mı is using the web to 
move into the retail market by offering first | 
discount broking and later banking. 

Only a few banks are thinking of using 
the net to do what no real bank has done: 
develop a pan-European bank. That is 
what first-e, a net bank based in Dublin 
plans to do. It is already worrying British 
banks. If it works, it will really give tradi- 
tionalists something to smile about. 
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ternet might yet get lost. Online buyers, like 
offline buyers, may prove reluctant to switch 
to another provider in search of a mere few 
dollars of savings. Because mass customisa- 
tion would not be a commodity, providers 
might then eam the higher profit margins as- 
sociated with premium products. 


And the winners are? 


But who will the providers be? Internet up- 
starts enjoy a big cultural advantage. Bright 
ideas, youthful ambition, share options and 
fleetness of foot are on their side. Traditional 
financial firms have the inertia of “legacy” 
businesses, plus the conservatism of a heavi- 
ly regulated industry that regards being bor- 
ing as a badge of honour. Winning on the In- 
ternet requires a suck-it-and-see mentality. 
But “we are all control freaks, because good 
controls are a tenet of a banker’s faith,” says 
Mr Sponholz. “So we all sign off on every- 
thing, all the way up the pyramid, which just 
about guarantees that genuine innovation 
and experimentation rarely happens.” 

The Internet makes it easy to form “vir- 
tual universal providers”, without the inter- 
nal opposition from second-rate product di- 
visions that occurs within a traditional 
integrated firm. SoftBank’s Japanese website 
has links to e*trade, E-LOAN, eCoverage, In- 
sWeb and others. Wingspan has similar 
links for American customers. The ability to 
share data about customers, and to take an 
aggregated mass-customisation approach, is 
growing fast, though constrained by the 
need to reassure consumers over privacy. 

Yet traditional firms still have three huge 
advantages: brand, capital and a customer 
base. In the past, these have been enough to 
see off most technology-driven upstarts. 

The Intemnet-only firms are spending a 
fortune on brand-building. Placing a link 
and a banner ad on a popular portal site 
helps, but their main weapon is television 
advertising. “They work better than online,” 
says Mr Larsen. “People seem to think it is 
more important if they see iton Tv.” E-LOAN 
isalso making a big deal of having its custom- 
er-privacy procedures audited. 

Financial Engines has a tougher brand- 
ing challenge. It is not that risky to take an e- 
broker at its word; either it delivers what it 
promises, or it soon becomes clear that it 
does not. That is not so easy when the pro- 
duct being sold is long-term advice, the qual- 
ity of which will not become clear for de- 
cades. Jeff Maggioncalda, boss of Financial 
Engines, says the firm has been aiming at 
blue-chip companies as initial customers, so 
that it can say to other potential users, 
“Merck, Merrill Lynch, 3com or whoever 
trusted us to advise their employees, so you 
can trust us, too.” But it charges customers a 
paltry $15 a quarter for its services, which 
Suggests that its brand-building efforts have 
some way to go. 

The traditional firms’ substantial capital 
is not the killer advantage it might be. There 
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is now so much money in venture-capital 
funds that promising upstarts can spend 
whatever they want—although that could 
change if the economy went into recession 
or the stockmarket tanked. What traditional 
firms can afford to do is to invest in promis- 
ing Internet upstarts themselves, giving them 
achance to share in their success. Wall Street 
firms such as Goldman Sachs and Merrill 
Lynch have been buying stakes in, and form- 
ing partnerships with, several e-stockbro- 
kers, e-investment banks and electronic 
share-trading systems. Citi has invested in a 
firm developing wireless Internet technol- 
ogy. Chase has bought a stake in Shop- 
Now.com, an online shopping mall. 

Perhaps most crucially of all, traditional 
firms still have millions of existing custom- 
ers. This provides, on the face of it, the stron- 
gest argument against an Internet revolution 
in consumer finance. The inertia of banking 
and insurance customers is legendary, al- 
lowing banks and insurers to adopt new 
technology at a snail’s pace. A reluctance on 








the part of customers to switch to new pro- 
viders may even make sense: good financial 
relationships should not be thrown away for 
the sake of small short-term savings. 

And what if traditional firms embraced 
the change, devoting their resources to per- 
suading offline customers to switch online? 
Current Internet users still amount toa small 
fraction of the population. Some banks reck- 
on the number of online customers could ex- 
pand much faster than conventional wis- 
dom suggests, particularly if they offer a 
helping hand. Wells Fargo claims that ım of 
its customers have at least tried banking on- 
line. Chase may give away free Internet soft- 
ware to its 32m banking customers. Citi is try- 
ing to allay its customers’ fears of online 
shopping by launching “ClickCredit”, an In- 
ternet-only virtual credit card. Customers 
will not have to fire off their real credit-card 
number into insecure cyberspace and will 
have a guarantee of their money back in the 
event of disappointment. 

What tempts the likes of Chase, Citi and 
Merrill to be proactive is the possibility of be- 
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coming one of a handful of big firms that 
dominate Internet personal finance. They 
also think this may give them a role far be- 
yond their traditional markets—in particu- 
lar, in shopping for anything from jeans to. 
holidays. Citi has created Citi plaza. With its 
new partner, ShopNow, Chase has launched 
ChaseShop.com. Merrill also offers e-shop- 
ping (shopmerrill.com). 

Yet almost every site on the Internet, 
from Yahoo! to naughtyladies.com, is trying 
to become an “e-commerce portal”. What is 
special about financial firms? Citi retorts 
that giving its customers access to top-brand- 
ed stores at privileged prices, and loading 
them up with special offers, will keep them 
happy and loyal. Judging by NetB@nk, on- 
line bank customers visit their sites fre- 
quently, so if they could be persuaded to 
leap from there to the mall, the referral fees 
could be substantial. “Ten per cent of our 
customers visit our site every day; most busi- 
nesses would be ecstatic if a tenth of their 
customers came through their doors every 
day. It’s a great selling opportunity,” says Mr. 
Grimes. But equally, they may come to the 
bank site because they want to bank. If they 
want to shop, they'll click elsewhere. 

The prospects of the traditional provid- 
ers may, in the end, come down to their in- 


ternal politics. “Channel conflict’ is a partic- 


ular problem for any firm that bypasses its 
traditional salesforce to sell online. But 
though this might favour online-only oper- 
ations, it seems just as likely that many 
mass-customised clients will want access to 
their provider through various channels—at 
a branch or by phone, as well as over the In- 
ternet. This could put the Internet upstarts at 
a disadvantage. E-LOAN has already felt 
pressure from customers for a more perso- < 
nal touch; it now gives each a named person 
they can call. 

Even so, it may prove easier for Internet- 
only firms to add the physical channels ` 
needed for a “clicks and mortar” strategy 
than for traditional firms toadd cutting-edge 
web services to their bricks. Some existing 
distribution channels may need tobe adapt- 
ed or slimmed; this can be harder to do than 
adding a new channel from scratch. Existing 
distribution channels at traditional firms 
have considerable internal political clout, 
and are likely to resist Internet initiatives that 
threaten to “cannibalise” them. That has cer- 
tainly been the case at Merrill, where brokers 
fought furiously against the introduction of 
cut-price e-brokerage. It also explains why 
Bank One set up Wingspan as a separate op- 
eration with a distinct brand. 

The leading traditional providers such as 
Citi, Merrill and Chase say they will do 
whatever they have to. “We understand can- 
nibalisation; if you don't doit yourself, it will 
eventually come from outside,” says Chase’s 
Mr Sponholz. His youthful Silicon Valley ri- 
vals still hope they will eat his lunch. 
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Violent in Seattle 





A small number of violent 
protesters, grabbing attention 
from thousands of non-violent 
ones, succeeded in delaying 
the opening of the World 
Trade Organisation sum- 
mit in Seattle. The mayor de- 
clared a curfew and state of 
civil emergency, and the Na- 
tional Guard was called in. 
President Bill Clinton ex- 
pressed some sympathy with 
the peaceful protesters. 


On the eve of his first debate 
with party rivals in New 
Hampshire, George W. 
Bush, the Republican front- 
runner in the presidential 
campaign, announced a plan 
for a cut of $483 billion over 
five years in personal income 
taxes, with more than half the 
cuts going towards those mak- 
ing less than $100,000 a year. 
He also proposed reducing the 
top income-tax rate to 33% 
from 39.6%. 





American agents and Mexican 
soldiers began excavating six 
mass graves in northern 
Mexico near the American 
border which appeared to 
hold the remains of around 
100 victims of drug violence, 
both American and Mexican. 


Jorge Batlle, of the Colorado 
Party, was elected president of 
Uruguay, beating his left- 
wing rival, Tabare Vazquez, by 
a margin of seven-and-a-half 
percentage points. 


The United States closed its 
last military bases on the 
Panama Canal; under the 
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1977 deal, it is due to leave by 
the end of December 1999. 


Taking a pounding 


Russian forces continued to 
pound Chechnya’s capital, 
Grozny, with artillery fire, but 
held back from a direct as- 
sault, while Chechen guerrillas 
said they had retaken several 
villages nearby. 


The leader of Italy's centre- 
right opposition, Silvio Ber- 
lusconi, was charged with 
bribing judges. He claimed 
that the charges were political- 
ly motivated. 


Northern Ireland's new ex- 
ecutive met for the first time 
as powers were devolved to 
the province by the British 
government. Sinn Fein mem- 
bers were appointed to the 
power-sharing cabinet, includ- 
ing Martin McGuinness to the 
sensitive post of education 
minister. 


America’s defence secretary, 
William Cohen, criticised cuts 
in German defence spend- 
ing, which has dropped to 
only 1.5% of Gpr. The growing 
gap in military capabilities be- 
tween America and Europe 
could damage Nato, he told 
German military commanders. 


Macedonia’s Supreme Court 
decided that there should be a 
partial re-run of the presiden- 
tial election, won last month 
by Boris Trajkovski with 53% 
of votes cast. Irregularities 
were reported in ethnic-Alba- 
nian areas where Mr Trajkov- 
ski did well. 











Vladimir Voronin, an old-style 
communist, was named as 
prime minister of Moldova, 
succeeding Ion Sturza, a free- 
marketeer. 


Crack down 


Yasser Arafats Palestinian 
Authority cracked down an- 
grily on 20 prominent West 
Bankers—politicians, academ- 
ics and professional people— 
who signed a petition accusing 
the authority of “tyranny, cor- 
ruption and political deceit”, 
and Mr Arafat with turning a 
blind eye. The nine parliamen- 
tarians have immunity; the 11 
others were arrested, though 
some were later released. 


After his conviction on char- 
ges of religious and political 
dissent, Abdollah Nouri, a 
leading Iranian reformist, was 
sentenced to five years in pri- 
son. Mr Nouri had used his 
show trial to argue for a more 
liberal and humane interpreta- 
tion of Islamic law and his 
sentence has been widely 
challenged. 


Kuwait’s parliament rejected a 
bill giving women political 
rights by 32 votes to 30. Last 
week it had rejected, by a 
wider margin, an identical 
measure in the form of an of- 
ficial decree. 


Nigeria’s under-equipped po- 
lice were unable to prevent 
100 people dying in riots in 
the capital, Lagos. In Odi, in 
the south, a Senate delegation 
confirmed that the army, 
chasing murderers, had flat- 
tened the town, killing many. 


Mozambique and Nam- 
ibia both held reasonably fair 
and free elections. It was ex- 
pected that both Namibia’s 
President Sam Nujoma and 
Mozambique’s President Joa- 
quim Chissano would be re- 
turned for another term. 


The first unit of what will be a 
6,000-strong UN peacekeeping 
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force arrived in Sierra Leone, 
from Kenya. A rebel com- 
mander said the UN troops 
would not be welcome in the 
territory he controls. 





More than 40 people, includ- 
ing several tourists, were in- 
jured when a pipe-bomb ex- 
ploded in a pizza restaurant 
in Cape Town, South Africa. 


Still a winner 


Mahathir Mohamad’s ruling 
coalition kept power in Ma- 
laysia’s general election, win- 
ning more than two-thirds of 
the seats in parliament. How- 
ever, in a setback for the 
prime minister, the opposition 
Islamic Party increased its 
number of seats in parliament, 
and won control of two state 
assemblies. 
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About 20,000 people took part 
in a peaceful demonstration in 
Irian Jaya, calling for indepen- 
dence from Indonesia. In 
Aceh province, an Indonesian 
military chief said the separat- 
ist Free Aceh Movement was 
in effective control of the area. 
New clashes flared in Ambon 
island between Christian and 
Muslim groups. Despite criti- 
cism that he is spending too 
much time abroad, President 
Abdurrahman Wahid left for 
China, his 14th foreign trip 
since his election in October. 


A Pakistan court said that 
Nawaz Sharif, a former 
prime minister who is being 
held in jail by the military re- 
gime, should be allowed a tv 
set, a private bathroom, food 
from home and an attendant. 
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Bankable 


Bank of Scotland raised its 
£20.9 billion ($33.4 billion) hos- 
tile bid for NatWest to £25.5 
billion. Royal Bank of Scot- 
land then jumped in with a 
bid valued at £26.5 billion, 
promising cost-cutting and the 
loss of 18,000 jobs, though the 
value of its bid later fell below 
Bank of Scotland’s. NatWest 
favours neither bid. 


AstraZeneca and Novartis, 
two life-sciences firms, an- 
nounced a merger of their 
agribusiness divisions, to form 
a new company called Syn- 
genta with $7.9 billion in an- 
nual sales. Syngenta, which 
will be the world’s largest pro- 
ducer of agrochemicals and 
genetically modified seeds, 
will become a separately trad- 
ed firm. The move allows As- 
traZeneca and Novartis to fo- 
cus on drug making. Rapid 
consolidation among agribio- 
technology firms is leaving 
fewer eligible partners for 
America’s Monsanto, which is 
looking for a union. 


Merrill Lynch, in an effort 
to compensate for online un- 
derachievement, launched an 
online broking operation in 
America. It is planning to ex- 
pand it to the rest of the 
world soon, beginning in Brit- 
| ain, Australia and Japan, with 
continental Europe and Cana- 
da to follow. 


AXA, the world’s third-largest 
insurance company, is to ac- 
quire Nippon Dantai, a Japa- 
nese life assurer, for some 
¥200 billion ($1.96 billion). A 
new holding company, axa 
Nichidan, will be 95% owned 
by axa, which seems keen to 
enter the world’s biggest life- 
insurance market. 


Mannesmann, a German 
telecoms and engineering 
company, rejected the latest 
improved all-share offer worth 
nearly $130 billion from Vo- 
dafone AirTouch, the 
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| world’s largest mobile-phone 


company. Mannesmann’s 
chairman, Klaus Esser, and 
Vodafone’s chief executive, 
Chris Gent, have been wooing 


| shareholders in readiness for a 


hostile bid. Both men say 
things are going their way. 


Hats off 
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Red Hat, the leading distrib- 
utor of Linux, a computer op- 
erating system developed by 
volunteers, announced that it 
will provide services to Auto- 
Zone, an American car-parts 
retailer that plans to install Li- 
nux systems in its 2,800 out- 
lets. The company’s shares 
shot up to over $200, com- 
pared with an August flota- 
tion price of $14, making it 
worth around $15 billion. 


Dixons, a British electrical- 
goods retailer, moved into 
continental Europe by agree- 
ing to pay NKr5,7 billion 
($707m) for Elkjop, a Scandi- 


navian electrical-goods retailer | 


that is strong in Norway. Elk- 
jop also has an interest in 
Sense Communications, an In- 
ternet service provider that 
could benefit from the experi- 
ence of Freeserve, Dixon’s Brit- 
ish Internet service provider. 


Telia and Telenor, Nordic te- 
lecoms companies which have 
agreed to merge, launched a 
hostile bid worth $1.6 billion 
for Esat, Ireland’s second-larg- 
est telecoms company. They 
had just sold a $1.3 billion 
stake in Eircom, Ireland's larg- 
est telecoms company, to com- 
ply with eu conditions at- 
tached to their merger. 





., | takeover of Atlantic Richfield. 


| | Eastern Utilities. The deal will 





| America’s Federal Trade Com- 


_ the FTC's approval strength- 


| engine, Lycos, in which Alta- 


| other European sides have 
| gone public, including Man- 


Real Madrid in second spot. 


mission approved Exxon’s $81 
billion acquisition of Mobil, 
but said that future big oil 
mergers would “set off anti- 
trust alarms” as the American 
market becomes more concen- 
trated. Bp Amoco claimed that 


ened the case for its $33 billion 


National Grid, a British elec- 
tricity generator, agreed on a 
pricing formula with the Mas- 
sachusetts attorney-general to 
improve its chances of win- 
ning regulatory approval for 
its $3.8 billion acquisition of 
New England Electric and 





allow National Grid to keep 
part of any extra cost savings 
above those already agreed. 


Engine of growth 


AltaVista, a popular Internet 
search engine, was reported to 
be planning a share flotation 
that would value the compa- 
ny at over $5 billion. It may 
also merge with America’s 
fourth-largest Internet search 


Vista’s majority shareholder, 
CMGI, has a 17% stake. 





Shareholders in Borussia 
Dortmund voted to allow 
the football club to incorpo- 
rate and so become the first 
German team to carry out an 
initial public offering. Several 


chester United, placed top of 
the league in the Deloitte & 
Touche Rich List, with Spain’s 





A Belgian court halted a Co- 
ca-Cola promotional cam- 
paign on the grounds that the | 


| 
i 








| la’s number two competitor in 


| errors emerged. 


| 38th position, is the lowest- 





company was improperly ex- 
ploiting its dominance of Bel- 
gium’s soft-drink market. The 
case was brought by Coca-Co- 


i 


the country, Chaudfontaine. 


Boeing, America’s aerospace 
giant, is to undergo a “special 
evaluation” by the Federal 
Aviation Authority, on the 
lookout for “systemic” pro- 
blems in all aspects of the 
production of commercial air- 
craft, after recent production 


Euro slides 


The euro hovered close to 
parity with the dollar, hitting | 
an all-time low of $1.0034. It | 
also fell to its lowest level 
against the yen in its n- 

month existence. The currency | 
recovered slightly after Wim 
Duisenberg, president of the 
European Central Bank, hint- 
ed at intervention. The Bank 
of Japan intervened after the 
dollar stayed around last 
week's four-year low against 
the yen. 
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Economies are becoming freer, 
according to the Index of 
Economic Freedom published 
by the Heritage Foundation. | 
Economic freedom im- 
proved in 57 economies, and 
declined in only 34. France, in | 











ranked G7 country; North Ko- 
rea props up the table in 161st 
position. Political freedom still 
appears to be less than a com- 
plete proxy for economic free- | 
dom, as Hong Kong and Singa- | 
pore top the list. 
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Slovenské elektrárne, a. S. 
(Slovak Electricity, j. S. G: 
d office at Slo 






based on the Agreement on Joint Procedure concluded between Slovenské elektrárne, a. s. and the companies: 
Slovensky plynárenský priemysel, š. p. (Reg. 211290), having its registered office at Slovakia, Bratislava, Miynské Niwy 44/2, 
Západoslovenské energetické závody, š. p. (Reg. 152153), having its registered office at Slovakia, Bratislava, Čulenova 6, 
Stredoslovenské energetické závody, š, p. (Reg. 152161 }, having its registered office at Slovakia, Zilina, Ulica Republiky 5, 
Východoslovenské energetické závody, š. p. (Reg. 152170), having its registered office at Slovakia, Košice, Miynska 31, 
{hereafter also referred to as “the Client’) 











pursuant to Act No. 263/ 4993 Coll, on Public Procurement of Goods, Services and Public Works (Public Procurement Act) as amended 
{hereafter also referred to as "Public Procurement Act”) 





announces 


the public tender with pre-qualification 


for the selection of an advisor for the sale and subsequent transfer of 36% of shares issued by the company 
Globte!l GSM, a. s. 
(Giobtel GSM, j. s. ©} 
operator of GSM services in SOO kHz and 1800 kHz frequencies. 
(Reg. 35 697 270, having its registered office at Slovakia, Bratislava, Prievozská 6/A, ZIP Code: 821 09) 


The purpose of the procurement consists of the selection of an appropriate legal entity - advisor whose task will be to ensure the selection of a buyer of shares issued by the company Globtel 
GSM. a. s, (Reg. 35 697 270, having its registered office at Slovakia, Bratislava. Prievozská 6/ A ZIP Code 82109] - operator of GSM services in S00 kHz and 1600 kHz frequencies 
{hereafter referred to as *“Globtel’), which represent s 36% interest in the registered capital af the company Globtel, and subsequent transfer of the shares. including the provision 

of appropriate information to the potential buyer as well as preparation and arrangement for legal and financial sspects of the transfer of the shares, preparation of relevant analyses, 
documents and independent evaluation of the shares subject to the transfer with regard to the total amount of shares intended for sale. 


Bidders are raquired to submit their bids ina complete manner. The contents of bids ensue from the tender terms and conditions. 





Pre-qualification requirements: 
Bidders must have a rating of at least "A" received from an international rating agency. 


At the pre-qualification stage, & bidder that meets the aforementioned requirement must alse submit the following documents demonstrating its capability to carry out 

the subject-matter of the procurement: 

* current extract from the Commercial Register, not older than SO days. or a similar document evidencing the authonzation to carry out business activities and the legai 
capacity of the bidder: 

» notification containing the address, name, telephone and fax numbers of the person authorized by the bidder to perform alf acts relating to the pre-qualfication, 

. description of the bidders main activities, including brief description of activities in the telecornmunication sector performed by the bidder [max twe p ages} 

* the Annual Report of the bidder for 1998, 

+ declaration by the bidder. signed by its statutory ri epresentative, stating a serious intention of the bidder to carry out the subject-matter of the pracurement 
in accordance with this announcement; and 

* proof of the fulfillment of the pre-qualification condition regarding the rating given by the international rating agency. 





Originals of all requested documents. except for the Annual Report for 1996, or their copies witnessed by a notary and signed by the bidder's statutory representative, must be 
submitted. The documents must be accompanied by a list of these documents signed by the bidder's statutory body. 


Two copies of the aforementioned documents in English language must be submitted. 
Bidders must deliver pre-qualification documents to the address: 


Slovenské elektrarne. a, s. Slovakia, Bratislava, Hraničná 12. door No. 342, office af the Economic Department Director, in sealed envelopes clearly marked as 
’Globtel - Prequalification” from the date of publication of this announcernent to December 13, 1999, 5.00 p. m. local time. 


Results of the pre-qualification will be cornmunicated to shortlisted bidders that meet the pre-qualification criteria by December 15, 1999 


Together with this announcement, the bidders that meet the pre-qualification criteria will also receive the text of the declaration of confidentiality that the bidder must submit when 
taking tender documents as specified below. 


The subject-matter of the procurement is assumed to be performed in the first half of 2000. 


Bidders that meet the pre-qualification criteria can personally receive tender dacuments prepared in English language [or the Client may deliver thern on the basis of a written request} 
after submitting the original of the declaration of confidentiality signed by the bidder's statutory representative, at the address Slovenske elektrárne, a. s, Slovakia, Bratislava, 
Hraničná 12, door No. 313, at the office of the Economic Department Director between December 46, 1999 and December 23. 1999, from 9.00 a. m. to 500 p. m. of the local time. 


The participation of a bidder in the tender is conditional upon taking tender documents by the bidder in accordance with the Public Procurement Act. 





The Client does not request payment for tender documents 


Evatuation criteria of the bids consist of four areas: 

* knowledge of the local market and telecommunication sector; 

* references; 

+ methodology of approach and timing of the transaction: and 

* price of the service and total costs of the transaction 

A detailed list of the evaluation criteria forms part of the qualification documents. 
Requirements for demonstrating the qualification of the bidders: 


Together with the bid, the bidder must submit originals of the current documents according to the Public Procurement Act or their copies, not older than 30 days, witnessed by 
a notary, and a list of all submitted documents signed by the bidder's statutory body. 


Two copies of all documents in English language must be submitted 
Detailed requirements regarding the method of preparation of a bid for the subject-matter of the procurernent will be delivered to the bidders together with the quajification documents, 


‘Two copies of the bids prepared in English language and signed by the bidders statutory representative must be delivered to the address Slovenske elektrarne, 8, 8. Stovakia, Bratislava, 
Heaniénd 12, door No. 313, office of the Economic Department Director in sealed envelopes clearly marked as “Glabtel - Tender” by February 1, 2000, 40,00 a.m. The envelopes sontak 
ning the bids will be opened on February 1. 2000 at 10,00 am. The winner of the tender wil be announced by February 29, 2000. a: 

Bidders are bound by their bids until March 31, 2000. 

The Client reserves the right to reject all submitted bids or cancel the tender. 


Ali expenses relating to the participation in the tender shall be paid by the bidders 





















| 
| 
i 
| 
| 
| 
| 
| 
| 
| 
H 





| 
| 
i 
ji 
i 
| 
| 
i 
l 


























The unstoppable Dr Mahathir 


KUALA LUMPUR 


As expected, Malaysia’s leader for 18 years has won again with a big majority. 
Can anything or anyone dislodge him 


ERHAPS Mahathir Mohamad is entitled 

to gloat. He has certainly defied the pre- 
dictions that were made 15 months ago, 
when he putcontrols on Malaysia’s currency 
a day before sacking his deputy, Anwar Ibra- 
him. Because the controls were unfair to for- 
eign investors, critics concluded that econ- 
omic ruin would naturally and swiftly 
follow. And when Mr Anwar was arrested, 
beaten by the police chief and tried for cor- 
ruption and sodomy, foreigners believed 
that most Malaysians would share their out- 
rage. Dr Mahathir judged differently. He 
knows his people. On November 29th they 
returned him to power for the fifth time. 
Once again he can command more than 
two-thirds of the seats in parliament. 

His hold on power impresses not only 
other autocratic-minded politicians; many 
democrats have also politely extended their 
courtesies to Asia’s longest-serving leader. 
Australia’s foreign minister, Alexander 
Downer, showed a keen understanding of 
Malaysia’s electoral system when he said 
that the win “doesn’t come as a surprise”. 
The reaction on Malaysia's stock exchange 
was tame, but only because investors had 
guessed how things would turn out. 
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Most of them are glad that Dr Mahathir 
has won. They expect the government to 
press ahead with its overall economic strate- 
gy, which they prefer, whatever its flaws, to 
uncertainty. Next year’s budget, announced 
in October, is expected to generate a deficit 
of 4.4% of cnp, thus continuing this year’s 
massive fiscal-led expansion. That should 
help to sustain a recovery that is forecast to 
bring 5% growth this year, after a 7.5% con- 
traction in 1998. 

Still, Dr Mahathir's victory was not abso- 
lute. The opposition won 45 seats in Malay- 
Sia’s 193-seat parliament, doubling the num- 
ber it won in 1995. Almost all of those 





from 65% in 1995, a much lower proportion 
than the number of its seats would suggest. 

More importantly, the opposition did 
especially well among Malays, the Islamic 
majority in Malaysia and the backbone of Dr 
Mahathir’s party, the United Malays Nation- 
al Organisation. UMNo’s showing was espe- 
cially weak in the four northern states of the 
Malay heartland. Between them, pas and the 
Justice party managed to win all the parlia- 
mentary seats in Terengganu, take 13 out of 14 
in Kelantan, and win a majority of the seats 
in Dr Mahathir’s home state of Kedah. pas 
also retained control of Kelantan’s state gov- 
ernment, and gained Terengganu, a state rich 
in oil and gas. 

Such losses for UMNO may seem small; 
but they donot happen often in Malaysia. Dr 
Mahathir's detractors are hoping that his 
poor showing among Malays will weaken 
his standing in the ruling party. Some UMNO 
members are disturbed by the spread of cor- 
ruption, and by the increasing concentration 
of power in Dr Mahathir’s hands. Those who 
are unmoved by such principles are keenly 
aware that, if umno becomes less united, its 
gravy train could be derailed. 

Dr Mahathir’s most likely successor, 
Abdullah Badawi, who was appointed dep- 
uty prime minister after Mr Anwar was 
sacked, has gained a huge advantage from 
the election. One of Mr Abdullah’s main ri- 
vals, Tengku (Prince) Razaleigh Hamzah, was 
putin charge of uMNo’s Kelantan campaign, 
and his own seat was the only one the party 
won. What kind of prince, uuNo members 
will no doubt wonder, cannot even deliver 
his own state? 

The elections have also hurt Najib Tun 
Razak, Mr Abdullah’s other main rival. Mr 
Najib, the son of a former prime minister, is 
articulate and clever and controls the power- 
ful education ministry. But he won his par- 
liamentary seat by only a narrow margin, 
generating doubts about his grassroots ap- 
peal. Many umno members doubt his Is- 
lamic credentials, which are expected to be- 
come increasingly important following pas’s 





were won by the loose alliance The rulers still 

known as the Alternative Front, Malaysian election results, 1999 (1995) 

which includes the Islamic Party of National Frost Aiksivisalios Wont 
Malaysia (ras), the ethnic Chinese- United Malays action purty S63 
dominated Democratic Action Party National Organisation 

(par) and the Justice party of Wan Sy 2 Democratic 


Azizah Ismail, Mr Anwar's wife. De- 
spite Dr Mahathir’s many advan- 
tages, including a formidable system 
of patronage, the opposition also 
managed to put a dent in his popular 
majority: the ruling National Front co- 
alition won 56% of the votes, down 
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strong showing. Many of its 27 seats were 
won with the help of the Justice party, but 
pas has clearly emerged as Malaysia's lead- 
ing opposition party. The par did poorly, 
partly because many non-Malay voters, 
keen to preserve economic and racial stabil- 
ity, backed Dr Mahathir. The par’s leader, 
Lim Kit Siang, and Mr Anwar’s lawyer, Kar- 
pal Singh, lost their seats. Although Dr Wan 
Azizah and four other Justice members won 


seats, the party will be ras’s junior partner. 

Mr Abdullah is unlikely to challenge Dr 
Mahathir directly, given the prime minister’s 
control over UMNO procedures. Instead, Mr 
Abdullah will probably settle for being 
named umMNo’s deputy leader at the next 
party elections, which must be held by Sep- 
tember 2000. That would give him a clear 
line of succession if and when Dr Mahathir 
ever decides to step down. 





India 


A tiger or a dodo? 


DELHI 


Economic reform is moving ahead, but slowly 


aN A medium-sized manufacturer of 
steam engineering products, Forbes 
Marshall has prospered since India’s econ- 
omy opened upin the early 1990s. Sales have 
jumped ten-fold in ten years and profits 
even more, says Naushad Forbes, a director 
of the family owned company. Interaction 
with the government has changed dramati- 
cally, he says. But not enough has changed. 
Forbes Marshall's wares run a gamut of in- 
spectors, and as a result it takes three days to 
dispatch goods from the factory in Pune un- 
til they are shipped from Mumbai (Bombay), 
just 175 kilometres (110 miles) away. A com- 
petitor in Singapore can have his product on 
an aeroplane in two hours. 

Power failures interrupt production for 
one to two hours a week, longer during mon- 
soons. India’s constricting labour laws have 
pushed the company, along with many oth- 
ers, to invest more in machinery than seems 
natural ina labour-rich country. That begins 
to tell you why India needs to start a second 
generation of reforms and to complete the 
first. The newly re-elected government, led 
by the Hindu nationalist Bharatiya Janata 
Party (sje), has promised to do that, laying 
out 42 measures, by one count, in the presi- 
dent’s speech to Parliament on the govern- 
ment’s legislation proposals. It wants to lift 
economic growth to 7-8% and foreign direct 
investment from about $3 billion to $10 bil- 
lion a year. The key, the government seems 
to recognise, is to fashion for India a less in- 
trusive but more effective state. 

Its first real chance to try began this 
week, with the opening of the winter session 
of Parliament on November 29th. With the 
economy growing at a healthy rate of about 
6% and a comfortable majority for the ruling 
coalition, prospects for reform are brighter 
than they have been in years. The govern- 
ment wants to begin with a bang, by enact- 
inga raft of bills that were stalled first by dis- 
sent and then by the fall of the government 
in April. The most keenly watched of these 
will be a measure to open up insurance to 
private investment and allow foreigners to 


28 









% of GDP 


Vajpayee promises freedom 


take minority stakes in insurers. 

Yet delivering the next generation of re- 
form will be harder than giving birth to the 
first. Rakesh Mohan, director of the National 
Council of Applied Economic Research in 
Delhi, describes the early measures, includ- 
ing delicensing of industry and tariff cutting, 
as “reforms by announcement”, which 
could be enacted virtually overnight. What 
lies ahead are “process” reforms, which re- 
quire “persuasion, administrative reforms, 
and changes of mindset of all the main ac- 
tors in the economic process”. The actors 
that need to reform themselves include cen- 
tral and state governments as well as the en- 
terprises they own. 

The combined central and state deficits 
are likely to reach a staggering 9% of Gpr this 
fiscal year (which ends on March 3ist). This 
has been bearable so far, because the econ- 
omy has been growing fast enough to gener- 
ate funds to service the debt. Even with a big 





Private lives 
Gross capital formation 


Public sector 
(Private corporate sector 


pool of domestic savings, though, real inter- 
est rates are high enough to discourage priv- 
ate investment. “Continued high fiscal defi- 
cits will raise the government's own 
debt-servicing burden, and move the coun- 
try toward an internal debt trap,” says a re- 
cent report by Standard & Poor's, a credit- 
rating agency. 

The borrowed money is largely squan- 
dered. The central and state governments 
embraced a commission's advice to lift bu- 
reaucrats’ pay, but ignored 
its call to trim the bureauc- 
racy. States give away ser- 
vices such as electric power 
to farmers and others or, 
worse, help people steal it. 
As a result, they have no 
money to invest in infra- 
structure, and the private 
sector has little incentive to 
doso. Untargeted subsidies 
run to about 10% of GDP. 
After salaries, subsidies 
and interest on the mount- 
ing debt, little is left over for 
health and education. 
Spending by states on such 
social services has dropped 
from 5.6% of GDP in 1990-91 to 5.3%. 

The government now recognises that it 
has been doing many of the wrong things 
and few of the right ones. “On the ingredi- 
ents and content of reform there is a total 
convergence of view,” says N. K. Singh, who 
oversees reform from the prime minister's 
office. This overstates the consensus. The fi- 
nance minister, Yashwant Sinha, has sug- 
gested liberalising labour laws, which dis- 
courage hiring by prohibiting firing, but this 
found no direct mention in the govern- 
ment's proposals to Parliament. Nor did pri- 
vatisation of inefficient publicly owned 
banks, which are a drag on enterprise and 
could become a drain on the exchequer. 
States, which alone can undertake vital re- 
forms, such as charging sensible prices for 
electricity, are joining the consensus under 
pressure of penury, but rather slowly. 

The opposition Congress party is on 
board in theory, but may for narrow politi- 
cal reasons shoot down parts of the govern- 
ment's legislative programme in the upper 
house, where the government is in a minor- 
ity. The “real challenges” will lie in imple- 
mentation, says Mr Singh. But this is a loose 
enough term to hide dissent. Ministers may 
agree in principle to privatise industrial 
firms; in practice they are loath to see their 
empires auctioned off. The government is 
nowhere near reaching its target of raising 
100 billion rupees ($2.3 billion) from disin- 
vestment in the current fiscal year (partly, it 
is true, because of the election). 

Most members of the Disinvestment 
Commission, which advises the govern- 
ment on privatisation, resigned because 
their recommendations were being ignored. 
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If ministers cannot be tamed, still harder is 
the job of disciplining the sort of bureaucrats 
encountered by Marshall Forbes and every 
other enterprise in the land. Sloppiness is not 
stasis, however. Reform will move ahead at 
different speeds on different fronts. This 
month the finance ministry announced a 
deal with states to harmonise sales taxes and 
introduce a value-added tax in 2001. Compe- 
tition in local telephony should take off now 
that a dispute over licence fees has been re- 
solved: ruinously for some service indus- 
tries, though competition in international 
calling is years away. 

Some reforms, such as giving automatic 
approval to most types of foreign invest- 
ment, can still be done by announcement. 
Mr Singh says that the prime minister, Atal 
Behari Vajpayee, is establishing “mile- 
stones” for reform and has asked for month- 
ly status reports on them. The true scope of 
the reform programme may not be clear un- 
til the government presents its budget early 
next year. Reform will not stop. The risk is 
that it will not match the rhetoric of the gov- 
ernment or lift growth to levels needed to re- 
duce poverty rapidly. Businessmen like Mr 
Forbes are prospering despite the con- 
straints, and entrepreneurs in fast-growing 
sectors such as software barely seem to no- 
tice whatis going on in Delhi. India is likely to 
remain a cross between the tiger and the do- 
do. It is for Mr Vajpayee, and those entrepre- 
neurs, to decide how quickly India sheds its 
feathers and acquires stripes. 

—= a 





New Zealand 


Partners for now 


WELLINGTON 


FTER New Zealand’s general election of 
1996, nine weeks passed before a coali- 
tion government could be put together be- 
tween the conservative National Party and 
the populist nz First party. That wobbled 
along until 1998 when the coalition split, and 
the National Party carried on as a minority 
government. The election on Novem- 
ber 27th was rather more decisive. The 
Labour Party won 52 seats, which with 
the 11 seats of the Alliance party, its left- 
leaning partner, will give it a workable 
majority in the 120-member Parlia- 
ment. The National Party has 41 seats. 
New Zealanders seem to have mas- 
tered some of the intricacies of their 
German-style system of proportional 
representation, which had been 
blamed for producing the previous un- 
stable government. Countries consid- 
ering changing their first-past-the post 
system had been alarmed by the re- 
sults of the New Zealand experiment. 
They may now be reassured. Possibly. 
New Zealand was ready for 
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Dreaming at Manila 


fee ten countries that comprise the 
Association of South-East Asian Na- 
tions, ASEAN, often speak of forming a 
common market with a unified currency. 
Inevitably, the subject came up again 
when leaders of the Asian nations met in 
Manila on November 27th and 28th. This 
time, though, it was treated less casually 
than usual. The summit had been ex- 
panded to include countries of North 
Asia, and the ten had three important 
partners to impress: Japan, China and 
South Korea. 

The Philippine president, Joseph Es- 
trada, who chaired the meeting, spoke of 
| his “loftier dream” with an emotion that 
became a former film actor. Economic un- 
ity is likely to remain a very long-term 
dream: at present ASEAN is preoccupied 
with the nightmare of absorbing its new 
members, Cambodia, Laos, Vietnam and 
Myanmar, poor countries with trouble- 
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some governments. All the same, anyone 
at Manila who looked at the immense po- 
tential power represented there could not 
fail to be impressed. The 13 countries en- 
compass about two-fifths of the world’s 
population and a Gop of some $7.75 tril- 
lion. Such a grouping, it was observed, 
could rival Europe or even, if youdreamta 
little harder, the United States. 

Japan was sufficiently impressed by 
the occasion to ask the summit to back Ei- 
suke Sakakibara, a former Japanese minis- 
ter, for the soon-to-be-vacant job of run- 
ning the International Monetary Fund. 
Most at the summit agreed to support Mr 
Sakakibara’s candidacy, though none did 
so officially, and the job will probably go 
to a European, as it has done in the past. 
What was important, the Asians said, was 
that they were showing assertiveness, a 
quality that has previously eluded asEAN 
in its deliberations, 
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change. For 15 years, first La- 
bour, then National, had 
guided the country away 
from its egalitarian past. But | 
the gap between rich and 
poor had widened too far for 
many New Zealanders. In re- 
cent years particularly, they 
had become increasingly dis- 
enchanted with the flinty 
policies of National's leader, 
Jenny Shipley, who sought to 
make New Zealand interna- 
tionally competitive whatever the domestic 
cost. The new coalition, led by Labour's 49- 
year-old Helen Clark, plans to increase the 
top rates of personal income tax, and assist 
poor families. Many of the poorest are Mao- 
ris, who make up about 15% of New Zea- 
land's population of 3.6m. 

In her early years in Parliament, Ms 
Clark, fresh from teaching politics at Auck- 
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Helen Clark has a mountain to climb 
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land University, was regard- 
ed as a left-winger. These 
days she is thought of as cen- 
trist. Labour for her is not the 
radical market-driven ways 
practised by the party in the 
1980s, but the policies of its 
kinder, socially caring foun- 
ders. She insists there is more 
to life than the pursuit of 
wealth. She likes listening to 
Feast Opera, cross-country skiing 
and climbing mountains. 
MsClark comes to office as New Zealand 
moves out of a mild recession brought on by 
the Asian slump and two severe droughts. 
Her major challenge may be to curb the de- 
mands of the Alliance, which is eager to im- 
pose wealth taxes, rebuild the tariff walls 
lowered over the past decade, and expand 
welfare benefits. For the moment, the Alli- 
ance’s Jim Anderton, delighted after waiting 
for 18 years to get his hands on power, 
is exuding co-operation, but financial 
markets are wary that he will want to 
tamper with the independence of the 
Reserve Bank in running monetary 
policy. Mr Anderton has made no se- 
cret that he wants to be minister of 
economic development, besides being 
deputy prime minister, and return to 
the interventionism that was anathe- 
ma to the governments of the past 15 
years. The tussle for economic power 
between Mr Anderton and Labour's 
Michael Cullen, expected to become fi- 
nance minister, promises to be one of 
the more fascinating chapters in the 
life of the government. 
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China and drugs 


The kindness treatment 


KUNMING, YUNNAN 


How one enlightened Chinese province deals with addiction 


HE rather sombre house choir and band 

of the Kunming Forced Detoxification 
and Rehabilitation Centre doesn’t quite 
strike the chord with its rendition of the 
“Ode to Joy”. But the next song, written by 
the inmates, about the young addicts’ regret 
at causing their mothers heartache, hits the 
button. One young man in the choir looks 
pained. A girl chokes back her tears, while 
another breaks down sobbing. Even the po- 
liceman on the drums appears moved. 

South-west China’s Yunnan province, of 
which Kunming is the capital, has far and 
away China’s biggest drug problem. The au- 
thorities argue that the province's 41m peo- 
ple are innocent victims of 
the international trade in 
heroin and, increasingly, in 
synthetic drugs such as am- 
phetamines. They say that 
they have all but eradicated 
the cultivation of opium 
poppies in Yunnan, and in- 
sist there are no refining cen- 
tres. Yet Yunnan is the busiest 
conduit for heroin coming 
outof the “golden triangle” in 
the northern, lawless regions 
of Laos, Thailand and, nota- 
bly, Myanmar. 

Yunnan’s hilly borders 
are porous. It is said of Yun- 
nan’s several ethnic minor- 
ities that they buy their vege- 
tables on one side of the 
border and cook their soup 
on the other. Opium, or re- 
fined heroin, can cross as easily as vegeta- 
bles, and when China’s interior opened up 
in the 1980s with roads, railways and com- 
merce, international crime syndicates found 
Yunnan the best route to get their produce to 
market. Four-fifths of China’s total heroin 
and opium seizures are in Yunnan province. 
Drug addiction, and later aps, followed the 
supply routes. 

Mao Zedong claimed to have eradicated 
drugs in China. But by 1990 Yunnan had 
nearly 58,000 known addicts, more than half 
the country’s total. The national authorities 
say there were 800,000 known addicts in 
China in 1998, an eight-fold increase since 
1990. The use of dirty needles has been the 
main transmitter of arps, which first started 
toappear in China among the border minor- 
ities. Government statistics say 15,000 Chi- 
nese have the n1v virus, which can develop 
into Arps, but officials acknowledge that this 
isa huge underestimate. 

In Yunnan, hard-fisted tactics against 


sa 


drugs, unsurprisingly, predominate. Some 
400 drug-dealers are executed each year in 
the province: national and international an- 
ti-drug days are marked by an orgy of public 
condemnations in Kunming stadiums, fol- 
lowed by swift execution in private. Sun Da- 
hong, the police chief who heads Yunnan’s 
anti-drug enforcement, says that the prov- 
ince is the first to set up a special force of 
13,000 armed police, soldiers and customs 
guards to stop drugs getting in—or, once in, 
from getting out. The United States has 
helped, providing surveillance equipment. 
Yet necessity has become the mother of, 
by Chinese standards, unusual experimen- 





Learning to live without drugs 


tation. The Yunnan authorities have given 
money and sent 3,000 technical experts to 
help farmers, mainly in Myanmar, switch 
from opium to cash crops such as cereals, 
fruit and coffee. Mr Sun claims that, thanks 
to such help, a quarter of the 50,000 hectares 
(125,000 acres) given over to opium in Myan- 
mar has been taken out of production. The 
30 tonnes of refined opium that have thus 
been taken off the market each year, he says, 
is equivalent to more than all that has been 
seized in Yunnan this past decade. 

What becomes apparentat the Kunming 
rehabilitation centre is the province's grow- 
ing emphasis on prevention and cure for an 
addiction that police in most other places in 
China would treat as a crime. “But these are 
not criminals,” says the centre’s affable 
Communist Party secretary, “they're justlaw 
offenders. Personally, I feel a bit like an old 
schoolmaster. After all, 80% of the drug ad- 
dicts on the streets of Kunming know me.” 
Addicts picked up for the first time in Yun- 


nan are sent for three months’ detoxification 
in special centres. The Kunming camp, with 
unguarded gates, has 2,000 inmates, who 
undergo a mixture of detoxification (using 
herbal pills, made at the camp, to counter the 
toxins), counselling and the discipline of 
bootcamp. 

The reputation of the centre’s approach 
has spread. Half of the inmates come from 20 
other provinces, and a good portion are vol- 
unteers who pay 150 yuan ($18) a week to go 
clean. One such, a girl from north-eastern 
Liaoning province, lies in bed, a drip at- 
tached. She has just come out of several days’ 
delirium. Her mother, who came to Yunnan 
with her tostay at the camp, says, “Now Ican 
get some sleep.” The non-volunteers pay 
nothing, but, once they are healthy enough, 
are put to work about the yard, or packing 
medicine into boxes. They do not seem to 
mind. One young man sitting eating sun- 
flower seeds in the visiting area with his 
mother and sister says he had been on her- 
oin for ten years, before com- 
ing to the centre. “This place 
is pretty good. In America 
you have to buy your own 
medicine for kicking drugs. 
We don’t have to here.” 

The Kunming police, like 
the most liberal health-care 
officials in western countries, 
talk much of the need for 
community care and coun- 
selling once the inmates re- 
turn home, as well as educa- 
tion efforts at schools. Some 
of these local efforts, visiting 
drug experts say, have had 
considerable success in keep- 
ing people off drugs. Now 
Yunnan is giving the process 
a Chinese touch: a law is be- 
ing drafted that will render 
community leaders respon- 
sible if their charges go back to drugs. 

The Kunming centre is one of a number 
that practise a humanitarian approach to 
addiction. It is not only China’s biggest, it is 
almost certainly its best, winning praise 
from the United Nations anti-drug pro- 
gramme. Some other centres, on the other 
hand, arenotlikely to be so welcoming to vis- 
iting journalists, particularly grim-named 
“detoxification-through-labour” camps run 
by the judiciary. Kunming officials admit 
that their success rate is still painfully low: 
85% of those that leave the centre, they say, 
will take up drugs again. But something is 
working—probably the combination of re- 
habilitation with community care, and anti- 
drug education. The number of known ad- 
dicts in Yunnan has actually fallen, to 20% 
below its 1990 levels. “I don’t want to rub it 
into the noses of other provinces,” says a lo- 
cal police official, “but in Yunnan we've 
turned the tide.” 
= 
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The new trade war 


SEATTLE 


Opponents of globalisation wreaked havoc at a big trade summit in Seattle 
this week. Their long-term impact will be less dramatic 


HE World Trade Organisation summit, 

launching a new round of talks to liber- 
alise trade, was meant to be a chance for Seat- 
tle to show off. Instead, Sea Town became 
siege town. A furious rag-bag of anti-global- 
isation protesters brought the city to a stand- 
still. Hordes of angry activists blocked off the 
city centre, trapping (among others) Kofi An- 
nan, the United Nations’ secretary-general, 
and Madeleine Albright, America’s secretary 
of state, in their hotels. The opening of the 
summit was delayed. Police in full riot gear 
with armoured personnel carriers fired tear 
gas and rubber bullets at protesters who re- 
fused to move. Masked youths rampaged 
through the streets, smashing shop win- 
dows. Seattle was put under curfew as the 
mayor declared a civil emergency and the 
governor sent in the National Guard. 

Yet most of the protests were peaceful. 
Long before the wro summit started on No- 
vember 30th, 2,500 campaigners attended a 
packed teach-in on the evils of globalisation 
(held, ironically, in a plush symphony hall 
whose benefactors had made their money 
from exports). By the time the delegates ar- 
rived, the city was teeming with protesters, 
banners (“The wro is a hazardous waste”) 
and chants (“Hey, hey, ho, ho. wro has got to 
go.”) Tens of thousands of trade unionists at- 
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tended a protest rally and march organised 
by the art-cio. Environmentalists donned 
sea-turtle outfits. Human-rights activists 
conducted a “people’s tribunal” that indict- 
ed Union Carbide, the Gap and other firms 
for crimes against humanity. Students carry- 
ing Japanese cameras and drinking foreign 
coffee railed that trade should be local, not 
global. José Bové, a French farmers’ leader 
who gained fame by attacking his local Mc- 
Donald's, was mobbed by fans when he ap- 
peared with his own Roquefort cheese out- 
side a Seattle McDonald’s that had just been 
vandalised. 

Unsurprisingly, Pat Buchanan, a conser- 
vative protectionist demagogue and presi- 
dential hopeful for the Reform Party who 
was also in Seattle this week, revelled in the 
controversy. “There is something higher 
than commerce,” he declared. “It’s called 
country, and we're joining the battle in Seat- 
tle to ensure that someone still stands for 
ours.” Maxine Waters, a Democratic con- 
gresswoman, was more lyrical. At an envi- 
ronmentalists’ gathering she declared dra- 
matically, “I smell movement in the air.” 

But movement for what? Much of the 
radical and violent protest had little to do 
with the wro. Anarchists breaking glass 
barely understood what the organisation 


was. Other radicals were better informed, 
but keener to shut things down (see box on 
next page). That still leaves over 1,000 non- 
governmental organisations (NGos) and 
tens of thousands of ordinary Americans 
who braved the rainy north-west to prot- 
est—and who were furious that their efforts 
were overshadowed by violence. 

The fact is that the wro has become the 
magnet for a myriad of often contradictory 
complaints about the perceived ills of glo- 
balisation. Old-fashioned _ protectionists, 
such as trade unionists, are making common 
cause with an unruly alliance of greens, hu- 
man-rights campaigners, consumer-rights 
groups, sovereignty-obsessed nationalists 
and others. Trade unionists talk about fair 
trade, not free trade (in other words, they 
want to curb competition for jobs from 
workers in poor countries). Development 
lobbies, such as Oxfam, think poor countries 
get a raw deal out of the world trading sys- 
tem. Green groups, such as the Sierra Club or 
Friends of the Earth, claim that the wro 
wrecks the environment. Consumer groups 
argue that the wto foists genetically modi- 
fied (Gm) food on them and promotes the in- 
terests of big business at the expense of the 
little guy. As for Mr Buchanan, he is enraged 
by the constrainton American unilateralism 
that wto rules impose. 

Many of these concerns are not new. But 
they have assumed greater importance for 
many people as America luxuriates in an un- 
precedented peacetime boom, and as free 
trade’s contribution to that prosperity is for- 
gotten. They have, moreover, found a new 
focus in the wro, which enforces the rules 
for a globalising economy. It is a convenient 
target: a multilateral institution, based in a 
faraway place (Geneva), whose rulings, 
though based on rules that have been rati- 
fied by Congress, are uniquely binding on 
America. 

All this festering resentment came to a 
head so dramatically because the Gos were 
extraordinarily well-organised, in large part 
because of the Internet. E-mail trees passed 
the word to thousands of activists; websites 
provided endless information. In April 1998 
the NGos used the Internet to scupper the 
Multilateral Agreement on Investment 
(MA), another international agreement de- 
signed to harmonise rules on foreign invest- 
ment. Flush from that victory, the wro was 
the next obvious target. 

Less obvious is what impact the protests 
will have. Certainly, the protesters failed in 
their immediate aim of derailing the talks en- 
tirely. They caused havoc, and massively de- 
layed proceedings. They angered delegates, 
though many of those were also quick to 
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identify the protesters with their own agen- 
da (the French, for instance, claimed the 
protests proved how much people hate GM 
food). But behind the grandstanding the 
protests have, if anything, steeled the resolve 
of wro governments to bridge their differ- 
ences, notably over agriculture and develop- 
ing countries’ demands for better access to 
rich-country markets. Mike Moore, the head 
of the wro, was in fighting spirit. “To those 
who argue that we should stop our work, | 
say: Tell that to the poor, to the marginalised 
around the world who are looking to us to 
help them’.” 

Nor will the demonstrations necessarily 
divert America’s immediate trade agenda. 
Rioting in the streets of Seattle will do little to 
endear the wro to Americans, most of 
whom had never heard of it until now. But 
nor will it necessarily bolster the critics’ 
cause. Many mainstream Ncos, whoseek re- 
form rather than revolution, are furious that 
the extremists’ antics overshadowed their 


own efforts to raise public awareness of per- 
ceived unfairness in the world trading sys- 
tem. 

Moreover, the Clinton administration’s 
trade policy is already quite close to that of 
the more moderate protesters. The United 
States has been pushing hard for trade agree- 
ments that include enforceable labour and 
environmental standards and for a more 
open wro. Charlene Barshefsky, America’s 
top trade negotiator, responded to the prot- 
ests by declaring that the administration's 
policy already reflected the concerns of 
those who believe that the wto is undemo- 
cratic and should pay more attention to la- 
bour and environmental issues. President 
Bill Clinton said he was sympathetic to ma- 
ny of the complaints expressed by the 
(peaceful) protesters, and insisted that the 
wro process should be opened up to them. 
“If the wro expects to have public support 
grow for our endeavours,” he said, “the pub- 
lic must see and hear and ina very real sense 


actually join in the deliberations.” It is hard 
to see how much further the administration 
could go without completely alienating its 
business supporters. 

Less certain is whether the furore will 
make any difference to the presidential race. 
Only George W. Bush, the Republican front- 
runner, voices unequivocal support for free 
trade. He challenged Al Gore, who conspicu- 
ously avoided coming to Seattle, to face 
down the labour unions, whose endorse- 
ment Mr Gore has won by sounding an in- 
creasingly protectionist note. Bill Bradley, Mr 
Gore’s Democratic rival, made noises about 
the importance of labour and environmen- 
tal issues, although he remains broadly com- 
mitted to free trade. Now that the wro has 
become synonymous with tear gas in the 
minds of many Americans, the danger is that 
the presidential hopefuls will see even fewer 
votes in standing up for free trade than they 
saw before. 











SEATTLE 


NTIL two weeks ago, 420 East Denny 

Way in Seattle was a disused hip-hop 
club. But for the past fortnight it has be- 
come a cross between a peace camp and a 
boot camp. As “convergence headquar- 
ters” for the Direct Action Network—a 
loose coalition of the Rainforest Action 
Network, the Ruckus Society and assorted 
other fringe groups—East Denny was the 
nerve centre for the radicals who came to 
Seattle to shut down the wTo. 

Two days before the November 30th 
protest, the place was swarming with hun- 
dreds of (mainly) young people. In one cor- 
ner a heavily-pierced activist sat sewing 
“radical cheerleader uniforms”. Close by, 
500rso would-be protesters listened toa le- 
gal solidarity briefing: “It’s 10am. Its raining. 
You've just been arrested...” Even more 
folk were squashed into a “non-violence 
training session”: acting out “hassle lines”, 
debating non-violent definitions of power 
and trying to make themselves heard 
above the din of an activist choir from Por- 
tland, Oregon. 

Huge vats of beans were carried from a 
makeshift kitchen, as the hungry hordes 
tucked into donated vegan food served on 
tinfoil plates. The walls were filled with 
placards, from the predictable (references 
to Gandhi, Nkrumah and other radical he- 





Countdown to ruckus 


roes), to the creative (one poster an- 
nounced stilt-training sessions), to the bi- 
zarre (“Lets overthrow the King”, a poster 
denouncing Elvis Presley as a symbol of 
America’s ills). One wall was covered with 
a huge map of downtown Seattle, divided 
like a pizza into different sections, each de- 
noting a particular target for civil disobedi- 
ence. Another wall poster listed “affinity 
groups”, the sub-groups of five to 15 people 
into which the whole Direct Action Net- 
work was organised: the Vegan Revolution 
group were still looking for six volunteers 
willing to get arrested. Yet another featured 
songs (see below). 

Two days before the big protest, the 
mood was jubilant (“I've seen nothing like 
this since the sixties,” said one veteran ac- 
tivist), slightly chaotic (“I don’t have a clue 
where to dump the garbage,” moaned one 
organiser) but fun (“We're here to shut 
down the wro, but man, this is a party’). 

That carnival atmosphere continued 
early on Protest Day itself. Despite the 
pouring rain, the radicals who gathered at7 
am were singing, dancing, banging home- 
made plastic drums, waving gaudy plac- 
ards and carrying a giant cow through the 
streets, They were well organised and mor- 
ally agile (innumerable protesters were 
quite content to denounce Starbucks, the 













The World Trade Organisation is 
In the city of Seattle to extract our last surrender 
And they will poison every river. 
And build a global business theme 





convening this November 


They will export every tree 
park, on our dead democracy!!! 





Gasping for a latte 


coffee shop chain, and other shops for 
abusing third-world workers, yet grab a 
latte from an entrepreneurial street-side 
stall). And they were effective: by forming 
human chains at key crossings, building 
makeshift roadblocks from rubbish bins, 
and simply sitting tight on the ground, the 
radicals stopped most wro delegates en- 
tering their conference. 

For a while, many politicians and bu- 
reaucrats looked on in bemusement. A 
minister from ex-Soviet Georgia muttered 

plaintively: “We've just joined the wTo. 
Now we can't get into the building.” But 
the festive spirit did not last long. By late 
afternoon the mood turned truly sour. 
First the tear gas, then the National 
Guard; suddenly, the echoes of the sixties 
were becoming all too real. 
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Medicaid fraud 
Bandage 
bandits 


LOS ANGELES 


cc take note: banks are not theonly 
place where the money is. The largest 
sector of America’s economy is health. Over 
$1 trillion is spent every year on keeping 
Americans supplied with everything from 
com-plasters to coronary bypass operations, 
with roughly 46% of it coming from govern- 
ment programmes. That makes a tempting 
target for villains who would rather don a 
white coat than a stocking mask. A current 
fraud investigation in California suggests 
thata lotof them are taking aim. 

One of the largest government pro- 
grammes is Medicaid, which provides 
health care for poor people. Its $175 billion 
budget is supplied half by the federal gov- 
ernment, half by the individual states. As the 
most populous state in the union, California 
has the country’s largest Medicaid pro- 
gramme, known as Medi-Cal, with a budget 
of $21.7 billion this year. This money funds a 
variety of services, including hospitals, lab- 
oratories, doctors and nurses, and the pur- 
chase of supplies. Spending on one compo- 
nent, “durable medical equipment’—such 
as crutches and braces—has risen 50% in two 
years, to $258.4m in 1998, even faster than the 
growth of the rest of Medi-Cal. Some of the 
boost comes from wider provision of wheel- 
chairs, but much of it stems from the activi- 
ties of fraudsters. 

The rst started investigating equipment 
suppliers in November 1997, after California 
state auditors reported a suspiciously rapid 
rise in claims for reimbursement. It found 
that many of the firms never actually sup- 
plied the equipment for which the state was 
paying them. They submitted bills to Medi- 
Cal, usually by an electronic claims system 
which had been designed to speed things 
up, using reference numbers stolen from 
genuine Medi-Cal patients who had never 
been near the supplier. 

Sometimes the equipment suppliers 
could support their alleged outflow of goods 
with invoices from wholesalers suggesting a 
corresponding intake, but these have turned 
out to be falsified too, usually in exchange 
for a cut of the profits from the fraud. Now 
several wholesalers are being investigated 
alongside the suppliers. Although some of 
the false claims came from genuine medical- 
equipment suppliers, other firms were sim- 
ply fronts set up for the purpose of fleecing 
the programme. Some fake firms were no 
more than postal addresses, but others went 
as far as to open physical premises, with the 
result that some districts in northern parts of 
Los Angeles County, such as Burbank, Glen- 
dale and North Hollywood, have suddenly 
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sprouted half a dozen shopfronts displaying 
bandages and prosthetic limbs where there 
might have been one before. 

This area, as it happens, is heavily peo- 
pled with Armenians (Los Angeles has the 
second-biggest Armenian population of any 
city in the world), and many Armenians are 
targets of the investigation. The investigators 
deny bias, however, pointing out that people 
who have set upa front company have tend- 
ed to share the secret of their success with 
those around them, producing clusters in 
families and tight-knit communities. 

So far 75 firms have been charged in con- 
nection with $34m of claims, although, ac- 
cording to an Fst investigator, the figure may 
be closer to $50m. The extra amount was so 
elaborately laundered that it was not worth 
the effort of building it into the cases against 
the companies. Another 250 firms are under 
investigation, leading the rai toestimate that 
at least $200m of California’s spending on 
durable equipment and other medical sup- 
plies is suspect. 

The equipment-supply system lends it- 
self especially well to scam-artistry. One in- 
vestigator reports that drug dealers are aban- 
doning their trade in order to set up fake 
supply shops, as “the money’s better and 
they live longer”. But if the level of fraud else- 
where in Medi-Cal is even a quarter as high, 
the total stolen will out-rank even the $1 bil- 
lion wasted on overbilling to the Defence 
Department in the 1980s. That will really 
make people sick. 





Miami airport 


A wild way to 
fly 


MIAMI 


OR years, people in Miami have com- 

plained about the poor services offered 
by local government. And services are some- 
times the least of it. Three years ago, the city 
found itself on the verge of bankruptcy. Offi- 
cials were jailed and an election was over- 
turned because of voter fraud. A scandal at 
the port of Miami landed more officials in 
court. Now comes the tum of the city’s inter- 
national airport (mia), one of the busiest in 
the country and the key to its massive tou- 
rism industry. 

The first embarrassmentcame in August, 
when federal agents charged more than 60 
baggage-handlers and catering staff at the 
airport with smuggling guns and drugs on 
and off aircraft. The arrests exposed gaping 
holes in airport security and scanty back- 
ground checks on airport employees. (The 
company that did the checks, Aviation Safe- 
guards of Florida, was charged on November 
30th.) But even worse things were revealed in 
October, when an investigation by the Mi- 





UNITED STATES 





Le 


Food trolley tips over 





ami Herald uncovered a vipers’ nest of bu- 
reaucratic mismanagement and chronic po- 
litical cronyism. Local politicians, said the 
Herald, were using mia as a “billion-dollar 
piggy bank” to enrich their friends and cam- 
paign contributors. 

Politicians and lobbyists, it turned out, 
had a hand in almost all bidding for public 
contracts, from luggage carts to restaurants, 
toilets and car-hire. Contractors ran rings 
round airport managers, resulting in budget 
overruns in the millions of dollars. (The air- 
port paid contractors almost twice the going 
rate for a poorly constructed car park; a plas- 
tic luggage-wrapping service cost double the 
price charged elsewhere; phone cards sold at 
MIA were also twice as expensive as at other 
airports.) County commissioners were in- 
volved in every stage of approving airport 
contracts, frequently deciding bidding rules 
and contract specifications. At the same 
time, lobbyists working for local companies 
used their political influence to try to hold 
upor kill contract awards if their clients were 
unsuccessful. 

Public transport of any sort has never 
been one of Miami's strong points. Decades 
of hectic and ill-planned development have 
tied the city in knots. The particular problem 
with the airport is that it tries to be all things 
to all people, offering international, domes- 
tic and freight services all on one constricted 
site. A plan was developed in the 1970s to 
build a new airport in the fragile marshland 
of the Everglades, but that was stopped for 
obvious reasons. 

More than three years ago, the Greater 
Miami Chamber of Commerce set upa com- 
mittee which made recommendations to the 
newly-elected mayor of Miami-Dade Coun- 
ty, Alex Penelas. Bearing in mind that there 
was $500m in gross revenue and 20,000 jobs 
at stake, and that M1A was $15 billion in debt, 
the committee urged the county to examine 
turning the airport over to an independent 
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authority. To no avail; politicians insisted 
~ they could clean up their own mess. Mayor 
Penelas abolished some of the County Com- 
mission committees that had overseen air- 
- port contracts, and last year the commission 
approved a much-vaunted “Cone of Si- 
lence” that barred lobbying after contracts 
were advertised. But, surprise, the problems 
_ persisted. 
Now, as'a result of the Herald’s investi- 


tee to study whether to take the airport out of 
government hands. The mayor named Sister 
Jeanne O’Laughlin, a local university presi- 
dent, as the panel’s chairman. (“We're going 
toneed divine guidance,” he explained.) 

The panel, made up of unions, academ- 
ics, the aviation industry and ethics watch- 
dogs, will study county contracting rules and 
MIA’s management, and will make its report 
in February. Meanwhile, the mayor says he is 
drafting a new ordinance that will take 
county contracts out of the hands of the lob- 
byists and district commissioners, and he 





has asked the Florida state attorney to open 
an investigation into political meddling and 
lobbying at the airport. That investigation 
might well start with the mayor himself. Sev- 
eral of the most successful lobbyists and 
businessmen associated with MIA are 
friends of, and fund-raisers for, Mr Penelas. 
There is one gleam of light in the tale. 
Congestion at mia could be relieved by new 
plans to expand and modernise Opa-Locka 
airport, only five miles to the north. Building 
should start next year. And would-be con- 
tractors are doubtless licking their lips. 
PESEE I Sete ll 








Legalising marijuana 


Where there’s smoke, there's 
medicine 


BASS HARBOR, MAINE 


y Mee became semi-respectable 
in Maine on November 2nd, by the 
wish of 61% of the state’s voters. A new law 
(similar to a measure that passed both 
houses of the legislature in 1994, only to be 
vetoed by the then governor) allows patients 
with certain medical conditions, who have 
tried other remedies and found them inef- 
fective, to grow, possess and use small 
amounts of the drug on a doctor's advice. 

Local police and sheriffs’ associations 
opposed the referendum, naturally enough. 
But their stand was undermined when Mark 
: Dion, the sheriff of Cumberland County in 
the south-west of the state, came out public- 
ly in favour of it, calling the new law “a hu- 
manitarian ceasefire”. 

Maine is the latest of seven states—the 
others are Alaska, Arizona, Colorado, Neva- 
da, Oregon and Washington—to enact such 
a law asa result of citizens’ ballot initiatives. 
(Colorado had its vote overturned because 
some of the signatures on the initiative suspi- 
ciously went astray for a while, but it will be 
put to voters again in 2000.) Some 36 states 
have at one time or another passed bills al- 
lowing the medical use of marijuana, 28 of 
which remain on the statute books. 

The medical use of marijuana is increas- 
ingly popular, and the arguments against it 
seem to be fading. Earlier this year, a long- 
awaited report from the Institute of Medi- 
cine found “a potential therapeutic value for 
cannabinoid drugs, particularly for...pain 
relief, control of nausea and vomiting, and 
appetite stimulation.” What ill effects there 
might be, such as dizziness, “are not neces- 
sarily the same as the harmful physical ef- 
fects of drug abuse,” and the dangers of such 
© abuse were small, Withdrawal symptoms 
were mild, and the main long-term effect 
was the same—lung damage—as that associ- 
ated with smoking tobacco. But marijuana 
was “nota completely benign substance”. 

That is certainly the view of the federal 
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authorities. Federal law still classifies mari- 
juana as a Schedule I drug, and people are 
fined or imprisoned merely for possessing it. 
Cancer- or glaucoma-stricken Mainers 
caught puffing the weed will not be exempt 
from being arrested or charged under feder- 
al law; but the new state law, says Allen St 
Pierre, director of the National Organisation 
for the Reform of Marijuana Laws, may 
cause prosecutors to think twice before in- 
dicting them. Jay McCloskey, the federal at- 
torney for Maine, says he is in any case after 
the dealers, not the small-time users. “We 
don’t go after the people with three plants or 
six plants or even 60 plants,” he says. 

One federal. court has ruled that the first 
amendment to the constitution, the right to 
free speech, allows doctors to recommend 
marijuana toa patient. Nonetheless, the fed- 
eral criminalisation of marijuana in all cir- 
cumstances is unlikely to change any time in 





the near future. Barney Frank, a famously 
liberal Democratic congressman from Mas- 
sachusetts, has twice introduced bills to re- 
classify marijuana as a Schedule II drug, 
which allows medical use. His latest attempt 
never got out of committee, and the House 
recently passed, 310-93, a joint (sic) resolu- 
tion expressing strong opposition to the lega- 
lising efforts in the states. 

In September 1998, when it appeared 
that voters in the District of Columbia might 
pass a citizens’ initiative legalising the medi- 
cal use of marijuana, Congress quickly 
passed a law barring the votes from even be- 
ingcounted. When, after a court appeal, they 
were counted ten months later, 69% of the 
voters had approved the initiative. How- 
ever, this year’s appropriations bill for the 
District contains an amendment forbidding 
it from making marijuana any more avail- 
able than the federal government does: in ef- 
fect, says one Washington resident, “stuffing 
our vote down our throats”. 

The non-inhaling Clinton administra- 
tion is equally implacable. Donna Shalala, 
the secretary of health and human services, 
is adamant that marijuana is a dangerous 
drug. In 1997, after California passed a “com- 
passionate use” bill, Janet Reno, the attor- 
ney-general, declared that doctors in any 
state who prescribed marijuana might be 
debarred from writing prescriptions and 
could be prosecuted. 

Yet the trend is likely to continue—and, 
in some cases, to move beyond mere ap- 
proval of marijuana for medical use. Gover- 
nor Gary Johnson of New Mexico, a Repub- 
lican in a state full of superannuated 
hippies, is convinced that the drug war is a 
failure and that some drugs, particularly 
marijuana, should be legalised. “We need to 
make drugs a controlled substance just like 
alcohol,” says Mr Johnson. “Perhaps we 
ought to let the government regulate it; let 
the government grow it; let the government 
manufacture it, distribute it, market it; and, if 
that doesn’t lead to decreased drug use, I 
don’t know what would.” 

The governor is now considering how 
the state's 21-year-old, never-used medical- 
marijuana law might be put to use without 
getting the feds excited. But they already 
have their eye on him. In October Barry 
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McCaffrey, director of the White House Of- 
fice of National Drug Control Policy, gath- 
ered New Mexico’s congressional delegation 
in Albuquerque for a public show of opposi- 
tion to the governor’s legalisation ideas. 

Allowing medical use is seen by Mr 
McCaffrey as a smoke-screen for ideas of 
that sort. Before the Maine vote he wrote in 
the Maine Sunday Telegram that the pro- 
posed new law was “unnecessary and dan- 
gerous”. He pointed out that the psychoac- 
tive component of marijuana, tetrahydro- 
cannabinol (rHc), has long been available as 
a drug under the brand name Marinol. “Just 
as people who are ill don’t grow their own 
penicillin from mouldy bread,” wrote Mr 
McCaffrey, “individuals can’t guarantee the 
purity and dosage of ruc by growing crude 
marijuana.” 

Marinol has its drawbacks, however. 
Nauseous patients find it hard to keepdown; 
others find it ineffective or, by contrast, too 
potent. “It turns you into a zombie,” says one 
AIDs patient for whom it was prescribed. Pa- 
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tients smoking marijuana find it easier to 
regulate their dosage themselves. Marinol is 
also expensive, at $10a tablet (normal dosage 
is two tablets a day), and is not covered by 
health insurance. It has recently been reclas- 
sified as a Schedule II drug, meaning that itis 
available on repeat prescription. This is not 
the first time, says Sam Smith, editor of the 
liberal Progressive Review, that “a drug has 
been legalised after the pharmaceutical cor- 
porations figured out how to do artificially 
and at a big profit what nature once offered 
for the picking.” 

Yet there are eight patients in America 
whocan smoke marijuana legally and freely. 
They are supplied with 300 marijuana ciga- 
rettes a month by the federal government 
under a “new drug” programme that began 
in the 1970s but was ended in 1992. Foolishly, 
no study has been made of the long-term ef- 
fects of marijuana-smoking on this small 
group. And heavy security requirements 
mean that keeping them supplied with their 
grass costs $285,000 a year. 
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Town and gown 


Charity moves off-campus 


BOSTON 


MERICA’s most venerable universities 
have sometimes been famously frosty 
towards the towns at their gates. Harvard has 
earned a name for grabbing land from Cam- 
bridge, Massachusetts; Yale has turned itself 
into a fortress against the ne’er-do-wells of 
New Haven, Connecticut. Almost every- 
where, pressure for student housing has dri- 
ven residents out of town centres, and col- 
lege property has fallen off the tax rolls 
without much in the way of compensation. 

Now things appear to be changing. 
Across the country, colleges and universi- 
ties—faced with tight property markets and 
cuts in federal funding—have decided it may 
be in their interests to try todo something for 
the people just beyond their classrooms. The 
trend seems to have started at Duke Univer- 
sity in North Carolina, where, five years ago, 
officials decided that the university had a 
“special obligation” to help the post-indus- 
trial city of Durham in which itsits. Duke has 
since invested more than $2m in a loan fund 
for housing for the poor, and has opened a 
clinic for elementary-school pupils. At first, 
local people dismissed these efforts as a pub- 
lic-relations exercise. But they are now taken 
seriously, and have done much to soothe 
community resentment. 

Other colleges—from the University of 
Pennsylvania in Philadelphia to the Univer- 
sity of Southern California in Los Angeles— 
are joining in. Marquette University in Mil- 
waukee, Wisconsin, invested more than 
$50m in a neighbourhood revival pro- 
gramme from 1992 to 1997. Partly as a result, 
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Look further, Harvard 


serious crime in the area fell by more than 
half over the period and 12 new businesses 
opened. As a corollary, the university is now 
receiving a record number of applications. 
Students consider it a safer place to study 
than it used to be. 

Trinity College in Hartford, Connecticut, 
is building a public-school complex and has 
invested millions of endowment dollars in 
its predominantly poor and Latino district. 
And earlier this year more than 20 New 
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Hampshire colleges, including Dartmouth, 
promised to encourage their students to vote 
in, and generally take part in the life of, their 
local communities. 

The Clinton administration has backed 
such efforts, awarding roughly $90m in 
grants over the past five years for communi- 
ty-based collaborations through the Depart- 
ment of Housing and Urban Development. 
The result overall is a greater sense of town- 
gown joint purpose than ever before, says 
David Warren, president of the National As- 
sociation of Independent Colleges and Uni- 
versities in Washington, pc. Rather than 
spending their money on scholarships and 
cultural exchanges, colleges are now actively 
seeking “the opportunity to stabilise and re- 
vitalise neighbourhoods.” 

Mr Warten should know; he used to be 
the chief administrative officer for Yale’s 
blighted home town of New Haven. Yale has 
invested more than $20m since 1994 to re- 
vive the middle of town, and the university 
offers cash grants and incentives for its staff 
to buy houses in New Haven. Employees 
who take part in the home-buyer prog- 
ramme are eligible for a $5,000 closing bonus 
and $2,000 a year for up to ten years if they 
continue to own and live in their homes. 

Even Harvard, America’s oldest and 
richest university, has started to notice the ci- 
ty of Cambridge, of which it owns or occu- 
pies 440 acres. Harvard has just issued its 
first report giving details of the university’s 
impact on the local economy, which it esti- 
mates at almost $2 billion a year. It has also 
announced that the university will build 
new graduate-student housing and pay the 
city of Boston $40m in lieu of taxes over the 
next 20 years—quite a bit more than under 
the previous payment plan. 

Most strikingly, in a state that has seen 
the average price of houses jump more than 
272% over two decades, Harvard has em- 
barked on a $21m initiative to fund and sup- 
port local non-profit agencies which provide 
“affordable” housing. The plan includes a 
$20m low-interest loan programme and a 
$im fund for one-off grants. On the other 
side of the Charles river, in Boston itself, 
Northeastern University is helping to build 
the country’s first housing project for both 
students and city residents. 

Sustaining good faith in the collectiveen- 
deavour is another challenge. Bostonians— 
well aware of Harvard’s past stand-offish- 
ness, its hefty $14.4 billion endowment and 
its well-known desire to expand—remain 
sceptical of its new-found commitment to 
their well-being. Just two years ago, residents 
of the city’s Allston district learned that Har- 
vard had secretly acquired 52 acres of prop- 
erty there, an act that provoked outrage. 
“There is still a sense of apprehension out 
there,” says Brian Honan, a city councillor 
who represents Allston. “Are they telling us 
everything they know?” 
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Colouring in George W. 


OT before time, some would say. With his speech on taxes 

this week, George W. Bush completes his campaign promises 
in the most important areas of policy. We now know the Republi- 
can front-runner’s proposals for foreign affairs, education, welfare 
and the economy. “Compassionate conservatism’’—the philoso- 
phy from which these policies flow—no longer appears to be 
merely a slogan. 

In a speech in Des Moines on December ist, Mr Bush said that, 
if elected president, he would simplify the tax structure by reduc- 
ing the number of income tax bands from five to four. He would 
cut the top rate from 39.6% to 33% and the bottom from 15% to 10%, 
He would take 6m people off the income tax rolls. And he would 
cut tax revenues by $483 billion ov- 
er five years. That is more, propor- 
tionately, than the $792 billion tax 
cut over ten years proposed by the 
Republican Congress this summer 
and vetoed by President Bill Clin- 
ton as too risky. By most measures, 
this is a big reform. 

But not by Republican ones. All 
the other candidates say they want 
a flat tax. Two, Steve Forbes and Ga- 
ry Bauer, have made ita centrepiece 
of their candidacies. A main idea 
behind the flat tax is that the tax 
code should not be used for social 
engineering. Mr Bush’s plan contra- 
dicts this. The reduction in the bot- 
tom rate of tax and the merging of 
the middle rates into a single lower 
band are designed to help the work- 
ing poor and the middle class. So is 
the proposed doubling of child 
credit. In other words, far from be- 
ing neutral, Mr Bush’s plan, at least 
as he presents it, is progressive (ac- 
tually it cuts taxes for the rich by 
more than for the poor, but never mind). For this reason, it is being 
vociferously attacked from the right. 

For Mr Bush, that is just fine. To judge from his policies, he is 
notaconservative radical in the Reagan mould. He is not seeking to 
change the ground rules of anything, whether it be the tax code or 
foreign policy. He is an incrementalist, a tinkerer. 

But of an unusual kind, as can be seen from the second of his 
big policy proposals—on education, which he outlined in New 
York in early October. Conservative radicals want to transform the 
public-education system by giving vouchers to every family, en- 
abling parents to choose their children’s schools, public or private. 
Mr Bush stops well short of this. He wants all schools to test their 
pupils. Federal education money would then depend partly on 
the results. “If a state’s results are improving, it will be rewarded 
with extra money,” he told his audience. If not, about 5% of federal 
education spending would be diverted to charter schools (private- 
ly-run schools contracted out of the public system). This would in- 
crease accountability and competition within the public schools 
and help privately-run institutions (both sops to the right). It 
would not fundamentally change the education system, or scare 
moderate voters. 

But the impact of the policy would depend partly on the test 
results: the worse the schools, the bigger the shake-up. So it is possi- 
ble that what starts as tinkering could end up as something bigger. 





That “thin end of the wedge” possibility is also evident in Mr 
Bush’s third main policy proposal, which concerns the poor. 

Inaspeechin Indianapolis in July, he said he wouldallocate$8 | 
billion for tax incentives to encourage more charitable giving to 
“faith-based organisations” and other community groups. “In ev- 
ery instance where my administration sees a responsibility to help 
people,” he said, “we will look first to faith-based organisations, 
charities and community groups.” 

The sum involved is fairly substantial—about 10% of the 
guessed-at future budget surplus not attributable to Social Security 
(tax cuts gobble up most of the rest). But its real impact comes from 
the approach that faith-based organisations bring to the business 
of helping people. Bodies set up by 
churches, synagogues and mosques are 
quite prepared to lecture and hector the 
poor to get them to change their behav- 
iour. To the extent that dysfunctional 
behaviour is what traps people in pov- 
erty, churches are therefore better at 
dealing with the problem than govern- 
ments, which cannot moralise in this 
way. 

That is the justification for the poli- 
cy change. But, as with education, the 
more successful faith-based organisa- 
tions become, the more they will 
change the welfare system and the 
more controversial they will be. About 
80% of America’s churches, synagogues 
and mosques do some sort of social | 
work now. Only 4%get money from the 
government. If Mr Bush starts financ- 
ing much larger “armies of compas- 
sion” through tax breaks, they really 
could start taking over the inner cities. 

Mr Bush’s last big policy speech 
concerns foreign policy. If his domes- 

i tic-policy proposals nudge his party in 
new directions, his foreign policy would return to tried and tested 
formulae. In a speech in mid-November at the Reagan Library in 
Simi Valley, California, Mr Bush laid claim to global leadership: 
what he called a “distinctively American internationalism”. This 
would reassert the role of traditional big-power concerns: relations 
with America’s allies in Europe and Asia; containing new powers, 
such as China; arms control pursued not by international treaty | 
but bilateral negotiation or even unilateral action (Mr Bush saidhe | 
would scrap the Anti-Ballistic Missile treaty with Russia in order to 
deploy a national missile shield). Forget the post-cold-war agenda 
of international law and conventions. This has more in common 
with Mr Reagan, or even Teddy Roosevelt. 

In their different ways, all these proposals would change the 
direction of the Republican Party. In foreign policy, Mr Bush is sep- 
arating himself from isolationists in Congress. In domestic policy 
he is saying, implicitly, “Il am not the kind of person whocuts taxes 
for the rich and does not care about the poor.” This is the Republi- 
can version of the “third way”. 

And as with most third-way politics, there is something 
mushy. about the policies as a whole. What is needed to spice up 
the mush is some indication of how Mr Bush would govern in 
practice—which proposals he would push hard for and which he 
might compromise on. That we still don’t know. But withoutit, the | 
Republican front-runner is still something of a work in progress. | 
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Haitians turn their backs on 
President Preval—and politics 


PORT-AU-PRINCE 


Any country that puts off an election is in trouble. In the past year-and-a-half, 


Haiti has postponed three 


T WAS going to hold elections this month. 

It was going to hold them last month. It 
was going to hold them last year. Recently, a 
few banners have been strung above the 
traffic-choked main avenues of Port-au- 
Prince, Haiti's capital, proclaiming that the 
elections will at last take place on March 19th 
2000. “Another victory for democracy”, de- 
clare the banners in Creole. The irony would 
be tempered if Haiti’s elections were actually 
tohappen. But, even if they are held as prom- 
ised this time, there is no guarantee that they 
will counter popular disenchantment with 
democratic politics. 

The last time Haitians were consulted at 
the polls was in April 1997, when an election 
was held for a third of the Senate seats. Only 
7% of voters bothered to turn out. A dispute 
then broke out, not about the election's legiti- 
macy but over alleged vote-rigging by sup- 
porters of Lavalas Family, the party of Jean- 
Bertrand Aristide, Haiti’s first democratically 
elected president, who had handed over 
power to his successor, René Preval, at a pres- 
idential election in 1995. 

Lavalas Family had hoped, but failed, to 
wrest control of the Senate from the Organi- 
sation of People in Struggle (op.)—a rump of 
the original Lavalas movement that had first 
carried Mr Aristide to power in 1990. In prot- 
est at the alleged vote-rigging, Rosny Smarth, 
then prime minister, resigned and the opt- 
dominated parliament blocked all President 
Preval’s subsequent nominations for prime 
minister, as well as most legislative business. 


Italso failed toensure that a fresh parliamen- 
tary election took place as promised in No- 
vember 1998, and its mandate duly expired 
the following January. 

That was only the first postponement. 
The elections, both parliamentary and local, 
were then scheduled for November this 
year. President Preval formed a provisional 
government with one purpose: to hold the 
elections. But, with an electoral commission 
still not ready to hold a poll, the elections 
were deferred first to December, and have 
now been put off again. 

The upshot is that Haiti’s government 
has been practically paralysed for 30 
months. New budgets have not been passed, 
so a lot of promised foreign money has been 
suspended. Total aid and loans to the coun- 
try, according to the uNpp, fell from $534m in 
1995 to $356m last year, while the World Bank 
and the Inter-American Development Bank 
together have a further $570m—equivalent 
to 18% of Haiti’s Gop—on hold. Many struc- 
tural reforms, such as an overhaul of the ju- 
dicial system and the privatisation of creak- 
ing state enterprises, have been halted. 

The economy remains in a dire state. It 
was crushed by international sanctions, 
which were imposed after Mr Aristide was 
deposed by a military coup only nine 
months after his election in 1990, and before 
American troops reinstalled him three years 
later. During those years, Gop was cut by a 
third. Hopes of rebuilding the economy 
quickly are now dust. Though inflation is 


down, public spending is under control and 
there is some, albeit weak, economic growth, 
official figures mask dreadful poverty. 

Formal unemployment is estimated to 
be 50-70%. Peasant farmers walk for an entire 
day from the countryside to sell a few dol- 
lars’ worth of wrinkled oranges in Port-au- 
Prince. The city centre is crumbling, its roads 
cratered and thick with rubbish. Survival of- 
ten depends on remittances, said to be worth 
up to $1 billion in 1998, from Haitians abroad. 

Particularly alarming is the drugs boost 
to the economy. The army, which used to 
catch smugglers, was disbanded by Mr Aris- 
tide—though not disarmed, leaving the place 
awash with guns. The police force that re- 
placed it is small—just 6,000 officers for a 
population of 7.5m, scattered over a hilly, in- 
accessible country—inexperienced, and 
made up mostly of polite young university 
graduates rather than the streetwise toughs 
needed to fight narco-traffickers. The justice 
system is feeble and overstretched: 80% of 
prisoners are still awaiting trial. Thanks to 
this, and with its quiet coves lying just a few 
hours by speedboat due north of the Colom- 
bian coast, Haiti is fast becoming a popular 
cocaine-smuggling route. 

In short, Haitians badly need a proper 
government. Will they get the chance toelect 
one? Organising the poll seems to be hard 
enough. Some 4m voters have to be regis- 
tered. A public event in October, designed to 
educate an electorate for whom voting is still 
a novelty, was broken up by people throw- 
ing stones and bottles of urine, claiming— 
though the party denies it—to be from Mr 
Aristide’s party. Opinion polls are hard to 
come by, buta straw poll of 28 people in and 
around Port-au-Prince this week revealed 
that, while most knew there were elections 
due, only seven knew which month, and just 
five knew what kind they would be. 

To add to the logistical problems, the 
deadline for registering candidates for the 
10,000-0dd posts available at the municipal 
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elections, now also postponed till 2000, is 
December 10th--and, so far, only a handful 
have signed up. Moreover, the government 
now says that all prospective contestants 
must first prove they have paid their taxes. 
All of which adds up to a growing suspi- 
cion in some quarters that Mr Preval may be 
seeking ways to keep postponing polling 
"day, little by little, just long enough to ensure 
‘that the polls coincide with the presidential 
one due in December 2000. Mr Preval’s team, 
naturally, denies anything of the sort. But 
such a delay would give Mr Aristide’s party, 
= ridingon his captivating personality, a better 
chance of winning control of parliament. 

Perhaps the greatest test will be whether 
voters turn out. Disenchantment with poli- 
tics, or at least with the democratic brand of 
itthat has turned out so disastrously for Haiti 
over the past decade, is growing. Says one for- 
mer Aristide supporter: “I swear, Pll cut off 
my finger before I vote again.” 


Canada’s water 


Hands off 


OTTAWA 


66 PDLUE gold” is the latest catchphrase to 

gain currency in Canada. It refers to 
the country’s abundant water resources, €s- 
timated to amount to one-fifth of the world’s 
total supply of fresh water. Water, declared 
Terence Corcoran, editor of the Toronto- 
based Financial Post, will be “the oil of the 
2ist century”. As such a well-stocked sup- 
plier, Canada would stand to gain hand- 
somely from a boom in demand for fresh 
water, But the subject is prompting more 


controversy than glee. 


On November 29th and 30th, David An- 
derson, Canada’s environment minister, 
and his ten provincial counterparts, whose 
governments jointly own nearly all the 
country’s water, met to discuss water policy. 
The biggest headache is the prospect of 
large-scale water exports, for which firms in 
several provinces are lining up with export 
applications. The governments are formally 
against the idea, partly for ecological rea- 
sons, and, under pressure from the federal 
government, each province has now de- 
clared a six-month moratorium on approv- 
ing any licences. Moreover, protest groups 
have been rallying to the issue, and some 
gathered this week to block the road bridge 
to Kananaskis, in the Rocky Mountains, 
where the ministers were meeting. 

The matter has touched a raw nerve ina 
country deeply protective of its natural envi- 
ronment. In a report on the global water 
shortage entitled “Blue Gold”, published in 
June, Maude Barlow, who heads the coun- 
try’s biggest pressure group, the Council of 


lifeblood”. She argued that water should be 
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Canadians, called Canada’s fresh water “our 


left where it is wherever possible and called 
for a “local sources first” policy worldwide. 
In short: hands off Canada’s water. In Sep- 
tember, her council sponsored a “water 
watch summit” of 40 protest groups, which 
called on both tiers of government to ban the 
bulk removal and export of water. 

The bogeyman, as so often for Canadi- 
ans, is the United States. To meet the de- 
mands of farmers and the growing popula- 
tion of the south-western states, ambitious 
and hugely controversial schemes have long 
been floated for diverting Canadian rivers 
southward. One would divert the Yukon and 
Mackenzie rivers down the Rocky Mountain 
Trench; another, which would be equally 
damaging to the environment, would trap 
séveral Quebec rivers inside a dike across 
James Bay, and flush the water through the 
Great Lakes. Yet it is the recent flood of far 
more modest applications to ship out water 
by the tankerful, not these vast diversion 
schemes, that have prompted the present 
calls to ban bulk exports. 

Only recently, the Ontario government 
approved and then rescinded one applica- 
tion to ship water by tanker from Lake Supe- 
rior to Asia, while the Newfoundland gov- 
emment pulled back from approving a 
much larger shipment to the Middle East. A 
Vancouver company hopes to ship Alaska’s 
glacier water to China for bottling, which 
would skirt the British Columbia govern- 
ment’s own ban on bulk exports that dates 
from 1993. A would-be importing company 
in California is now suing the British Colum- 
bia government for losses under this ban, 
saying it violates NAFTA ruleson free trade in 
North America. 

Ahead of this week’s ministerial meet- 
ing, the federal government announced 
changes it wanted made to the Boundary 
Waters Treaty in order to prevent bulk water 
exports, and referred the Lake Superior case 
to the International Joint. Commission, 
which deals with boundary waters. But the 
Newfoundland and British Columbia cases 
are outside the commission’s mandate. So 






















the federal government has now invited the 
provinces to sign a deal to ban, for environ- 
mental reasons, the bulk withdrawal of wa- 
ter at its source—an attempt at an export ban 
by other means. 

To the fury of the government of British 
Columbia, there is, however, no mention in 
this deal of an explicit, water-tight export 
ban—partly for fear that this might amount 
toaconcession that water is a tradable good, 
and therefore that it does fall under NAFTA’s 
free-trade rules. Quebec and the prairie 
provinces also refused this week to sign the 
accord. A decision is now delayed until May 
next year, leaving Mr Anderson to grumble 
that “contrived indecision” will only make 
Canada’s resources even more sought-after. 
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Uruguay , 
Batlle’s triumph 


BUENOS AIRES 


T WAS the best chance the left had ever 
had of coming to power, but in the end it 

fluffed it. When Uruguayans went to the 
polls on November 29th to elect their presi- 
dent, they opted after all for what they knew 
best: Jorge Batlle, from the Colorado Party, 
which (along with the National Party, its old 
rival) has dominated the country’s politics 
for the past century and a half. Mr Batlle’s 
seven-and-a-half-point victory margin over 
his opponent, Tabare Vazquez, from the left- 
wing Broad Front, was a crushing blow. 

What went wrong for the Front? Opin- 
ion polls had put the two candidates neck- 
and-neck. Indeed, Mr Vazquez topped the 
poll in the first round of voting in late Octo- 
ber. Bad electioneering, say some disgrun- 
tled Front members: the leadership virtually 
halted its campaign in Montevideo, the capi- 
tal and home to almost half of the country’s 
population of 3m, after the first round. This 
was supposedly in order to avert any vio- 
lence in what was becoming an increasingly 
heated contest, at least by sleepy Uruguayan 
standards. But it may explain why the Front 
did not draw enough city votes to offset Mr 
Batlle’s sweeping victory in the countryside. 

Voters may also have balked at the 
Front’s economic proposals. Mr Batlle suc- 
cessfully kept his opponent on the back foot 
by homing in on his plan to introduce a uni- 
versal income tax system for the first time 
ever in Uruguay, persuading voters, despite 
Mr Vazquez’s denials, that this would mean 
a massive tax hike. 

Still, it is not all bad news for the Front. 
Mr Vazquez’s showing—a respectable 44%, 
up from 39% in the first round—marks a 
steady improvement in his and his party’s 
fortunes. In 1994, when he pulled in 30.8% of 
the vote, he lost the presidency by a whisker. 
Indeed, it was this close shave that inspired 
the Colorados and the National Party 
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(known as the Blancos), to introduce a run- 
off this year, with the declared aim of keep- 
ing the Front out. And it was this unified op- 
position, probably more than anything else, 
that halted Mr Vazquez, with Blanco voters 
swinging behind Mr Batlle after their man 
was eliminated in the first round. 

The balance of Uruguayan politics has 
now been squarely altered. Since its forma- 
tion in 1971, the Front has steadily built up its 
support by a percentage point or two a year. 
Uruguayan politics is now a three-way battle 
in which the Front has established itself as 
the strongest of the trio. After October's legis- 
lative election, it is the biggest party in both 


chambers of Congress, with power both to 
block legislation requiring a two-thirds ma- 
jority and to force ministers to appear for 
public roastings when it so wishes. 

Could the Front’s rise even herald a new 
form of two-party politics? The other two 
parties already work closely together, in part 
to keepout the left. Blancos were represented 
in the outgoing government of Julio Maria 
Sanguinetti, a Colorado. In return for their 
support at this election, Mr Batlle has now 
promised the Blancos cabinet jobs in a “na- 
tional unity” government. 

Mr Batlle will need all the support he can 
muster. Although inflation is at its lowest for 
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50 years, and the economy has grown stead- 
ily for most of the 1990s, Uruguay depends 
heavily on its two giant neighbours, Argen- 
tina and Brazil, both of which are gripped by 
recession; Uruguay’s economy could shrink 
by 1-2% this year. So Mr Batlle will be hard- 
pressed to fulfil pledges to boost social 
spending while keeping the government's 
budget deficit under control. But it could be 
that the inexorable rise of the Front will help 
concentrate the minds of the coalition. 
“They have been given a last chance,” says 
Jorge Caumont, an economist. “If they don’t 
get it right, next time the Front will win.” 








SAO PAULO 


| HEN it was built in the 1940s, the 20- 
| storey Hotel Sao Paulo was a rather 
grand place. But in 1988 it was closed, 
stripped of its fittings and left to rot—until 
last month, that is, when it was invaded by 
| agroupof 260 families, as part of a wave of 
| occupations of disused buildings in Sao 

Paulo’s fading city centre. Brazil's cities 
| have seen mass squats, on and off, since the 
| 1980s. But with the country’s housing short- 
| age now growing again, groups represent- 
| ing the homeless and slum-dwellers are or- 





ganising bigger, bolder and more atten- 
tion-grabbing invasions. 

Last month, the police forcibly evicted 
hundreds of families from a half-finished 
| court building in Sao Paulo. Seven other 
| buildings are still occupied in the city cen- 
tre, according to Veronica Kroll of Sao Pau- 
lo’s Union of Housing Movements, which 
| has been organising the invasions. Recife, 
in north-eastern Brazil, has just witnessed 
what is reported to be its first mass inva- 
sion of a public building: around 250 fam- 
| ilies are occupying empty premises owned 
| by the national social-security agency. 
| Some of the families involved in the in- 
| vasions had been living on the streets. But 
| often they have moved from corticos 
(slum tenements) or the poorer parts of fa- 
| 





velas (shanty-towns), where they had a 
roof, but little else. Maria Ramos Rodriguez, 
who is squatting in the Hotel Sao Paulo 
with her husband and two children, says 
that even this derelict hotel, with its single 
kitchen and two bathrooms now being 
shared by the hundreds of families, is more 

| comfortable than the slum on the city out- 
| skirts that they left behind, and for which 
| they were charged 250 reais ($130) a month. 
Brazil’s overall housing shortage 
shrank, slowly, from the early 1980s to the 
mid-1990s, as public and private develop- 

| ments managed to keep ahead of the swell- 
| ing population—though, during that per- 
| iod, many migrants exchanged a shack in 


the countryside for another in the bur- 
geoning favelas, giving city-dwellers the 
impression of a deterioration. But by 1996 
(the latest year for which census figures are 
available), according to a study published 
last year by pea, an official think-tank, the 
trend had reversed. 

In that year, the rea reckons, the 
shortage of habitable homes was 5.4m, a 
rise of 326,000 on the previous year, even 
though 774,000 homes had 
been built since then. The 
study found that most of 
the families lacking a place 
of their own shared a roof 
with others. But 21m were 
on the streets, or living in 
flimsy shacks, with impro- 
vised walls made of card- 
board or plastic sheeting. 
Using a stricter definition of 
acceptable housing, the re- 
searchers estimated that 
the hidden shortage could 
then have been as high as 
2om—and it is probably 
higher still today. 

Official responsibility 
for housing is split between 
federal, state and local gov- 
ernments. Some politicians 
have made much noise 
with costly but ill-thought- 
out showpiece schemes. 
One such is “Project Singa- 
pore”, founded by Paulo 
Maluf, a conservative ex-mayor of Sao Pau- 
lo. Under this project, the city built small 
blocks of flats, mostly in highly visible sites 
beside busy highways, which poor fam- 
ilies from nearby favelas were supposed to 
buy in instalments. But, in choosing resi- 
dents, no account was taken of their ability 
to pay: 60% of them are now at least three 
months behind with their payments. 

It has long been argued by housing ex- 
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perts that public money is better spent on 
improving shacks in the favelas, and by 
providing them with electricity, running | 
water, sewerage and street lighting. Such | 
improvements can cost less than 5,000 
reais per home, calculates Silvia Maria 
Schor, a housing specialist at the Univer- 
sity of Sao Paulo, compared with the 22,000 
reais of public money spent on each home 
in schemes such as Project Singapore. Her 
research shows that self-improvement 
projects are also popular with residents. 
The Union of Housing Movements 
says that it has indeed proposed simple, 
low-cost schemes, such as 
one to redevelop the Hotel | 
Sao Paulo. But, it argues, 
these fall foul of both an ob- | 
structive bureaucracy and | 
the slow and corruption- | 
prone legal procedure for | 
the compulsory purchase of | 
i 
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land or buildings. In Octo- 
ber, Mario Covas, the gover- 
nor of Sao Paulo state, pub- 
licly blasted his housing 
officials for their slowness. 
He gave them until this 
week to prepare 60 new con- 
tracts for housing schemes. 
Chastened, they rustled up 
87 contracts, to build 10,300 
homes, which Mr Covas 
signed at a lavish ceremony 
on November 30th, while 
homeless groups protested 
outside his palace. 
bd Faced with such obsta- 
s cles, Brazil’s favela-dwellers 
have taken matters into 
their own hands, literally. In the most suc- 
cessful favela-improvement schemes, resi- 
dents are trained as builders. The same do- 
it-yourself spirit is alive in the Hotel Sao 
Paulo: hundreds of squatter families have 
set to work repairing its damaged wood- 
work and connecting up makeshift elec- 
tricity and water supplies. They do not yet 
know if they can stay. But what is the point | 
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of sitting around idly waiting to find out? 
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Maturing Mozambique 


MAPUTO 


In less than a decade, Mozambicans seem to have built a stable democracy. 
The election this week is expected to be free and fair. Few countries so poor, 
and with so violent a past, can boast as much 


IVEN that Mozambique enjoys peace, 
stability and one of the fastest-growing 
economies in the world, its ruling Frelimo 
party might reasonably expect to win the 
-election on December 3rd and 4th. Add to 
~ this the fact that it is opposed by Renamo, a 
bunch of ex-guerrillas, who were once noto- 
rious for slicing bits off peasants who re- 
fused to hand over their food, and you might 
predict a rout. And yet you might be wrong. 
Certainly, Joaquim Chissano, Frelimo’s 
leader, is expected to win another presiden- 
tial term with ease. Whether schmoozing 
with investors or dancing at rallies, he cuts a 
more charismatic figure than Renamo’s can- 
didate, Afonso Dhlakama. But Mr Chis- 
sano’s party is not so popular. The election 
for the national assembly, which takes place 
simultaneously with the presidential poll, 
could go either way. How can this be? 
To begin with, Renamo’s atrocities were 
a while ago; Mozambique’s civil war ended 
in 1992. Quite a few Mozambicans are too 
young to remember the fighting clearly. And 
although Renamo was guilty of horror, Fre- 
limo was far from innocent: the party perse- 
cuted the religious-minded and forced peas- 
ants off their land into collectives. Many 
would now like to move on from the bad old 
days. Frelimo’s campaign strategists sense 
this, Before the 1994 election, they paraded 
Renamo’s mutilated victims, asking “would 
you vote for this?” This time, they hardly 
mentioned the war, preferring to stress 
their own recent record, which is in- 
deed impressive. 
For the past three years, the Mo- 
zambican economy has grown at 
a startling annual rate of around > 
10%. Foreign investment is we 
gushing in. A huge aluminium ce 
smelter is on schedule, below : 
budget and due to start churning 
out metal for export next year. New 
hotels pop up like toast. Inflation is 
close to zero. Economic reforms, be- 
gun in the mid-1980s, have 
won plaudits. In July, Mo- 
zambique qualified. for $3.7 
billion in debt relief. In October, 
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astock exchange opened in Maputo, the cap- 
ital which was so recently revolutionary that 
its streets are still named after Lenin, Mao 
and Kim Il Sung. 

Naturally, the boom has not helped 
everyone equally. A relatively small middle 
class, concentrated in Maputo, is doing well, 
and will mostly vote for the ruling party. Mo- 
zambicans in the countryside are still de- 
pressingly poor, decades of civil war having 
reduced many to stone-age conditions. Re- 
namois strongest in the north of the country, 
where its roots are. Frelimo’s leaders are 
mainly from the south, and northemers sus- 
pect them of favouring their own region. 

Statistics do not support this suspicion. 
Certainly, Maputo, which is in the south, is 
much richer than the rest of the country. But 
rural poverty is fairly evenly spread. And life 
for peasants is getting better, albeit not near- 
ly as fastas it is for Maputo’s bankers and res- 
taurateurs. Peace has allowed farmers to get 
on with their job: agricultural production 
has grown by almost 9% annually for the 
past four years, which means more corn and 
cassava on Mozambican plates. 

But elections are about 






















perceptions. Both parties promise the same 
things: roads, schools, clinics, development. 
Neither party wastes much time explaining 
how it will deliver all this. And although Fre- 
limo’s recent record has been good, many 
Mozambicans feel left behind. 

The rural poor are more at home with 
traditional forms of authority, such as village 
chiefs, than with the bureaucratic parapher- 
nalia of a modern state. Renamo has long 
identified itself with tradition, and been re- 
spectful of it. Although Mr Chissano now 
makes similar noises, some Mozambicans 
have not forgiven Frelimo for its past radical- 
ism. The party once branded tribal chiefs as 
obstacles to progress, and annulled local 
elections that they won. 

Renamo leads an alliance of opposition 
parties, which hopes to woo dissatisfied vot- 
ers. A major cause of dissatisfaction is cor- 
ruption and bullying. Most Mozambican 
bureaucrats learnt their jobs under a war- 
time dictatorship, and many came to see 
their role as bossing people around, rather 
than serving them. Businessmen find they 
must pay bribes for licences or telephone 
lines. The courts are slow and capricious, so 
contracts are hard to enforce. Health and 
food inspectors work their way through 
dense rules until they find a violation, and 
then pocket the fine. 

The government has made some effort to 
curb corruption. In 1997 it hired Britain’s 
Crown Agents to run the customs service for 
three years. About 130 officials were fired for 
taking baksheesh, and the volume of tariff 
revenue that actually reached state coffers 
jumped by almost 50% in two years. But this 

is small comfort to ordinary Mozambicans 
for whom corruption is much more than 
just a nuisance. “People need to bribe a 
nurse to get a hospital bed,” claimed Mr 
Dhlakama in a recent interview. But 
since Renamo has no track record in 
government, it is impossible to say wheth- 
er matters would improve if the opposi- 
tion took over parliament. 
What happens, ask Mozambicans, if 
Mr Chissano holds on toexecutive power 
but Frelimo loses control of the legisla- 
ture? Would the result be gridlock, and 
the stalling of economic reform? Mr Chis- 
sano’s answer, given on November 30th, is 
that this will not happen. But, he added, “if 
it were to happen, we would find a way to 
solve the problem.” By which he presum- 
ably means that his reforms have been so 
successful, and that international pressure 
tocontinue them is so strong, that a Renamo- 
led parliament would have to co-operate 
with him to deliver more of the same. 
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“Half a cheer for Namibia’s Nujoma 


T FIRST glance, it all looks wearily fa- 
miliar: ten years after shrugging off 
colonial rule amid popular jubilation, lib- 
eration hero turns into autocratic ruler of 
one-party-dominated state amid popular 
disenchantment. Namibia’s legislative 
and presidential elections, held on No- 
vember 30th and De- 
cember ist, were duly set 
to return President Sam 
Nujoma to power and 
his swaro party to par- 
liament with a big ma- 
jority. But are matters 
really so dire? 

Mr Nujoma has 
obligingly stepped into 
many of the traps that 
post-independence Af- 
rica seems to supply. His 
government’s patronage 
machine pumps favours 
out to his fellow Ovam- 
bo people, though they 
make up only half the 
population. He used his 
party’s two-thirds ma- 
jority to change the constitution in order 
to let him stand a third time for the presi- 
dency. In August, his security forces were 
accused of torture after putting down a se- 
cessionist rebellion in the Caprivi strip. 

Now Mr Nujoma’s government plans 
to build a showpiece dam of questionable 
economic value that will wash hundreds 
of nomadic Himba people from their 
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land. “Whether the Himba people are 
happy or not is irrelevant,” declares Hage 
Geingob, his prime minister. 

Yet, by the egregious standards of 
some of Namibia’s neighbours, these are 
relatively mild offences. Namibia is a rea- 
sonably peaceful, law-abiding place with 
adequate political free- 
doms and fair-enough 
elections. Black and 
white live moderately 
well side by side. Namib- 
ianson average—though 
this conceals vast in- 
equalities, high unem- 
ployment and a health 
service overwhelmed by 
Aaips—are richer than 
mostother Africans;Gpp 
is expected to swell by 
4.5% next year. 

More promising still, 
a new opposition party, 
the Congress of Demo- 
crats, was launched for 
this election by Ben 
Ulenga, a swAro-leader- 
turned-critic. As the first serious swaro 
splinter party, Mr Ulenga’s supporters 
were notexpected to bag more than a doz- 
en parliamentary seats this time, at most. 
But, as a credible challenger to the swaro 
machine, they represent the best chance 
yet of injecting genuine party rivalry into 
politics and confronting Mr Nujoma with 
a pesky opposition. 








Nigeria 
Out of control 


LAGOS 


Ta smell from decomposing corpses in 
the front room of a house belonging to a 
Hausa community leader in Lagos made a 
passing paramilitary policeman go faint. In 
the streets outside, littered with shards of 
glass and lined with dozens of burnt-out 
cars, what appeared to be heaps of black- 
ened cloth turned out to be the grisly remains 
of people “necklaced” by the mob. They had 
been burnt to a cinder in the most violent 
eruption of mayhem in the city in years. 

Last week’s riots in Lagos, the economic 
capital of one of the world’s largest oil pro- 
ducers, began with a dispute between trad- 
ers from Nigeria’s two largest ethnic groups, 
the northern Hausas and the southern Yoru- 
bas, over control of a local food market. 
Coming just a week after President Oluse- 
gun Obasanjo ordered troops to take over 
Odi, a small town in the Niger Delta, the La- 
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gos riots left more than 100 people dead and 
raised fresh question marks over the stabil- 
ity of the country and its new civilian regime. 

In a live television broadcast on Novem- 
ber 25th, the day the riots began, Mr Obasan- 
jolaid blame on a hardline Yoruba national- 
ist group with a violent track record, the 
Odua Peoples Congress (orc). He ordered 
the police to arrest opc members and shoot 
on sight any who resisted. But, in an unusual 
alliance, Lagos state officials, including both 
the embattled governor, Bola Tinubu, and 
the police commissioner, Mike Okiro, 
seemed to back orc claims that it had not 
been involved. 

The killings, said a spokesman for Mr Ti- 
nubu, were simply a clash between market 
traders that got out of hand. The police chief 
said that he had arrested 26 people but 
maintained that they were simply “hood- 
lums”, not linked to the orc. “Unemploy- 
ment is responsible,” said Mr Okiro. He also 
blamed the fact that his police force is short 
of both resources and training. 

Mr Tinubu, a former senator who has 
gathered the reputation of being somewhat 
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hapless since taking over Lagos in May, may 
have reasons of his own for disagreeing 
openly with his boss. Two days after the riots 
erupted, a Hausa group produced a letter it 
claimed to have sent to the Lagos governor 
on November 8th, warning him that the orc 
was planning an attack. In his broadcast, Mr 
Obasanjo accused Mr Tinubu of “feather- 
bedding” the Yoruba group. 

Meanwhile, local people on both sides 
accused the Lagos police of failing to quell 
the unrest. At the height of the violence, po- 
licemen were said to be demanding tens of 
thousands of naira, the local currency, from 
passers-by in order to do their job. 

But if the Lagos police are accused of be- 
ing too soft, the army is accused of being 
much too hard when it charged into the Ni- 
ger Delta. The latest round of unrest in this 
long-troubled oil-producing area began 
with the gruesome kidnapping and killing of 
12 policemen in Odi, a town in the newly 
formed Bayelsa state. In a leaked letter to the 
governor of the state on November 10th, a 
clearly angry Mr Obasanjo accused him of 
“appearing to lose control” of the situation in 
a region where violent crime and kidnap- 
pings are rife, and warned him that action 
would be taken. Shortly afterwards, while 
the governor was away attending a party 
conference, at least 300 soldiers were sent 
into Bayelsa and took over the town. 

Reports quickly emerged that the sol- 
diers had gone on a rampage, flattening the 
town and killing “dozens” of innocent local 
people. At the beginning of this week, a nine- 
member delegation from the Nigerian Sen- 
ate was sent to the town. It confirmed the re- 
ports. “The situation there is terrible,” Sena- 
tor Adawari Pepple told reporters. “All the 
buildings have been reduced to rubble... 
myself saw three corpses.” 

This presents a new problem for Mr 
Obasanjo. Nigeria is a country of perhaps 
120m people and more than 200 ethnic 
groups. Its past is bloody. Between 1967 and 
1970, more than ım people died in a civil war. 
During the 1980s, thousands were killed in 
unrest in the north. And since Mr Obasanjo's 
regime came to power in May, ending 15 
years of military rule, there has been an up- 
surge in ethnic and religious violence. 

The political changes that the civilian 
government has introduced have been 
widely welcomed. But greater freedom has 
also meant greater freedom to express dis- 
sent violently. Neither the soft nor the tough 
approach has broughtan end to lawlessness. 
For one thing, Mr Obasanjo’s hands are 
tied—as those of his military predecessors 
were not—by the need to pay some attention 
to human rights. For another, there is an ur- 
gent need to train and reform the police. De- 
moralised, under-equipped, underpaid and 
often ignorant of the laws they are supposed 
to be enforcing, Nigeria’s police, all sides 
agree, are not capable of doing their job. 
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Iraq 


Sanctions mess 


HECHNYA, if conspiracy theorists 

know what’s what, could be bad news 
for Saddam Hussein. The deadlock at the UN 
Security Council, where the five permanent 
members have spent a full year disagreeing 
on anew sanctions-cum-inspections regime 
for Iraq, continues, at least for the moment. 
But there are signs of a breakthrough if, as 
now seems generally agreed, Russia is no lon- 
ger in the mood to veto a British-sponsored 
resolution. What may have changed Russia’s 
mood? Al Hayat, an often astute pan-Arab 
newspaper, suggests that Russia is preparing 
togive America a free hand in Iraq asa trade- 
off for indulgence over the Chechnya war. 

Whatever the truth, Tariq Aziz, Mr Hus- 
sein’s loyal leg-man, will be learning Russia’s 
intentions in Moscow this week. One thing 
seems likely. Even if the fractious five man- 
age to give birth to their long overdue resolu- 
tion, Mr Hussein will probably reject it, 
smartly. He will see itas intrusive,and indefi- 
nite, UN interference with his powers of gov- 
ernment. His choice, since he is not famous 
for caring much for the welfare of his people, 
could well be to continue things as they are. 

Iraq will be called upon to accept a new 
system of arms control and inspection; the 
old system, which had managed over half a 
dozen years or so to get rid of nearly all Iraq’s 
prohibited weapons except some nasty bio- 
logical ones and to set upa rigorous monitor- 
ing regime, broke down conclusively a year 
ago after Mr Hussein blocked inspections, 
the Americans and British bombed Bagh- 
dad, and Mr Hussein threw the inspectors 
out. In exchange, Iraq is being offered what 
amounts toa timetable for an expanded and 
improved version of the oil-for-food agree- 
ment (the deal under which Iraq sells a set 
amount of oil to pay for humanitarian relief 
and war reparations). Mr Hussein, holding 
out for an end to sanctions, has never cared 
for this deal, and last week showed his dis- 
dain for it, and the Security Council's mud- 
dles, by briefly halting oil exports. 

Under the new proposals, the ceiling on 
Iraqi oil sales would be lifted. Since the dilap- 
idated state of its oil industry has made it 
hard for Iraq to reach even the set limits, es- 
pecially when the oil price was low (see 
chart), it would be cynical if the un sanctions 
committee were not generous in allowing 
the import of equipment needed to bring the 
industry up to scratch. But tight financial su- 
pervision and control over what Iraq can 
and cannot do with its oil money would con- 
tinue—and this is what the Iraqi regime is 
likely to say is intolerable. 

Just about everyone else agrees that it 
would be more intolerable if Iraq were al- 
lowed to spend its oil money freely on the 
sort of things that Mr Hussein might want. 
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| Some oil for some food 
Iraq's oil exports, $bn 











The question, rather, is whether tangible in- 
centives to tempt the Iraqis to sign up—for 
instance, on the timetable for loosening 
sanctions, or the import of dual-use goods— 
should be included in the un package. 

It used to be argued that the 1991 ceasefire 
resolutions, which laid down that Iraq could 
sell its oil again once it had rid itself of all pro- 
hibited weapons, offered Mr Hussein light at 
the end of the sanctions tunnel. That light is 
now barely a glimmer. Iraq cannot be trusted 
to be honest about its weapons, and the Un- 
ited States has become openly committed to 
achange of Iraqi regime. But if the package is 
unacceptable to Iraq, the un will continue to 
be stuck with an oil-for-food deal that leaves 
the Iraqi people cruelly short of their basic 
necessities, and an Iraqi dictator unbothered 
by any kind of armsinspection. 
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Morocco 


Coming home 


RABAT 


ETURNING to Morocco after 35 years in 

exile, the Ben Barkas looked bemused 
by the fuss. They pushed through thecrowds 
of former political prisoners who were pre- 
paring a hero's welcome at the airport gates, 
insisting that their return was just a family 
affair. No one was convinced. 

For decades, Mehdi Ben Barka’s children 
have been struggling to uncover the truth be- 
hind their father’s disappearance. He was 
kidnapped in broad daylight outside a fam- 
ous Paris restaurant, Brasserie Lipp, on Octo- 
ber 29th 196s. A French judicial inquiry ruled 
that he had been taken toa villa outside Par- 
is, and apparently tortured to death. The 
court condemned General Mohammed 
Oufkir, who at the time was King Hassan’s 
interior minister, and indicated that French 
intelligence and Israel’s Mossad were in- 
volved. Ithas taken a new king, Mohammed, 
to bring the Ben Barka family home. 

At one time, Ben Barka taught King Has- 
san mathematics. But he turned into some- 
thing of a North African Che Guevara, tout- 
ing a Nasserist “Arab revolution” against 


Morocco’s “reactionary” monarch. During 


those years, Morocco was beset by riots, and 
King Hassan ruled as a despot, suspending 
parliament, arresting Ben Barka’s supporters 
in parliament and kidnapping dissidents. 

The country has come a long way since 
then. Ben Barka’s right-hand man, Abder- 
rahmane Youssoufi, is now Morocco’s prime 
minister, and his party leads the govern- 
ment. At the official reception for the Ben 
Barkas at Rabat airport, two of the king's rep- 
resentatives stood alongside two stalwarts 
from Ben Barka’s party, both now cabinet 
ministers. Three decades on from Ben Bar- 
ka’s abduction, palace and politicians pre- 
sented a gentle picture of harmony. 

But the family had only to step from the 
sanctum of the vir lounge for the image to 
crack. Human-rights activists brandished 
banners protesting that the torturers of the 
past roam free, and demanding that the state 
hand over the bodies of the disappeared, in- 
cluding Ben Barka’s. The feared long-time in- 
terior minister, Driss Basri, has been sacked. 
But doubts over the depth of the change are 
mounting: there are again reports of jobless 
protesters being suppressed violently. 

King Mohammed has won over many of 
his father’s opponents. But he has done so 
without ceding any of his father’s powers. 
He rules, often without consulting his minis- 
ters. When he sacked Mr Basri, the prime 
minister was in Paris. Decisions taken by a 
minister one day are overruled by the palace 
the next. And like his father before him, the 
37-year-old king is appointing a new troupe 
of loyalists, more often than not his class- 
mates, to senior posts in the ministries. 

The irony is that, at least for now, the 
king’s high-handedness is just as well. He is 
making many of the right changes, if notnec- 
essarily in the right way. By contrast, his min- 
isters look an ineffectual and dusty lot, lack- 
ing the spirit to adapt to the times. With the 
meddlesome Mr Basri departed, this should 
have been their finest hour. But it is not. If 
Morocco is ever to become a democracy, it 
will probably have to be by royal decree. 
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Are Germany and its leader 
bouncing back? | 


BERLIN 


After a bruising first year in office, Gerhard Schröder, Germany’s chancellor, 
is beginning to look more assured. But many are the pitfalls still ahead 


HAT is Chancellor Gerhard Schroder 

up to, rushing around bailing out col- 
lapsing companies, fending off foreign take- 
overs, supporting expensive trade-union de- 
mands for retirement at 60 (instead of the 
current 65), even giving half a nod—though 
he denied it this week—in favour of a new 
wealth tax? Has the champion of the busi- 
ness-friendly Neue Mitte (The New Centre), 
Germany’s equivalent of Tony Blair’s Third 
Way, turned tail in the face of electoral set- 
backs, plummeting popularity ratings, and 
the threat of rebellion within his own ranks, 
to take refuge in a left-wing populism of the 
past? Andis there perhaps a worrying hint of 
old German nationalism—as some French 
and American commentators, in particular, 
have suggested—in Mr Schréder’s stout de- 
fence of Mannesmann, one of Germany’s 
biggest and most successful companies, 
against a hostile bid by Britain’s Vodafone te- 
lecoms company? 

The answer to all these questions is, with 
varying degrees of certainty, calming. Cer- 
tainly Mr Schröder has taken care to bolster 
himself in the run-up to next week’s tricky 
conference of his own Social Democrats, 
whose left wing has been highly suspicious 


of him all along. No question, after a string of 
state election defeats caused at least in part 
by hostility to his plans for painful reforms, 
Mr Schröder is making unusually populist 
noises. And it is true that Germany, in the 
chancellor's own words, no longer “hesitates 
to defend its own national interests”, espe- 
cially in economic matters. But none of this 
need give rise to much concern. 

Though Germany still has massive re- 
forms to carry out if it is to remain Europe's 
pre-eminent economic power, Mr Schroder 
and his country both have reason to look 
more confident than they did a few months 
ago. Most of Germany’s main partners, de- 
spite the worries occasionally (and some- 
times vividly) expressed in foreign press and 
political circles, recognise, and for the most 
part accept, the more robust tone in which 
pronouncements from Berlin, united Ger- 
many’s old-new capital, are being made. 

If Germany continues to lobby for a per- 
manent seat on the un’s Security Council, 
and for the German language to be put on a 
par with French and English in meetings of 
the European Union, that—most other lead- 
ing countries reckon—is its right. As for Mr 
SchrGder’s defence of Mannesmann, that 


has been criticised more for its protection- 
ism than because it might herald some sinis- 
ter revival of German nationalism. And the 
economy, at least in the short run, may be 
perking up. 

But there is still a lot of ground for worry. 
More than 4.1m Germans remain without 
work, 10.5% of the total. The welfare state is 
still bloated, combined wage and social costs 
are the highest in the rich world, the labour 
market is still far too tightly regulated, and 
Germans as a whole remain reluctant to 
swallow the sort of medicine that Mr 
Schröder knows he must dispense. 

Meanwhile, the cost of regenerating the 
country’s ex-communist east remains mas- 
sive. Despite the more than DM1,000 billion 
($526 billion) poured into it since the Berlin 
Wall came down ten years ago, productivity 
there is still only 60% of west Germany’s; 
eastern unemployment, at 18%, is double. 
Germany's public debt has jumped twofold 
since 1990 to DM1,500 billion. 

Last month’s decision by the chancellor 
to spend billions of p-marks to bail out a 
debt-ridden construction company, Philipp 
Holzmann, which had been sliding to bank- 
ruptcy, appalled the more radical reformers. 
But it did, of course, delight the obstreperous 
end of the Social Democratic Party and was 
acclaimed by trade-unionists, who hope 
that some 60,000 Holzmann-connected jobs 
will be saved. Politically, if not economically, 
it was an astute move by Mr Schroder--pro- 
vided he shows that he can fight off left-wing 
demands next time round. 

He has certainly taken a heavy buffeting 
in the past six months. He was pushed and 
pulled by different wings of his awkward co- 
alition with the Greens. He was undermined 
by a stubbornly left-wing finance minister, 
Oskar Lafontaine, who has continued to 
snipe from the wings since flouncing out of 
government last March. He was humiliated 
by repeated defeats for his party in Länder 
(state) elections across the country. 

There was a sense of disorder and drift, 
both in the Social Democratic Party and in 
an inexperienced new administration. This 
was heightened by the stress of running the 
EU’s six-month presidency (which ended in 
June) and moving almost the entire machin- 
ery of government in the summer to a very 
unfinished new capital. 

The first year of Mr Schroder’s govern- 
ment was chaotic, beset by gaffes, wobbles, 
wrangling over the leadership, and frequent 
slanging between senior members of the co- 
alition. The government’s image makers 
were struggling. The benefits dished out in 
the early months, such as income-tax cuts 
and bigger pay-outs for children and sick- 
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ness, were soon forgotten, leaving the im- 
pression that the government was harshly 
intent only on clobbering the little man by 
holding back pension and welfare increases 
to stay in line with inflation, while giving 
hand-outs to business via corporate tax cuts. 
Worst of all, the number of jobless, which 
had been falling during the last year of the 
previous Christian Democratic government 
under Helmut Kohl, remained stuck at over 
4m as economic growth slowed. 

Many Germans began to wonder 
whether Mr Schröder could survive, espe- 
cially if the next batch of state elections, in 
Schleswig-Holstein in February and, most 
importantly, in North Rhine-Westphalia 
next May, go as badly for him as the five state 
elections this autumn. 

But things may be looking up for Mr 
Schréder—and not just because of his fast 
footwork over Holzmann and Mannes- 
mann. At last he has an efficient and appar- 
ently loyal team in place. Mr Lafontaine is 
well out of the way. The government's 
fraught relations with both parliament and 





the party have, under the new management, 
got much better. And on November 26th, 
most of the government's bitterly contested 
austerity plan, which the left of Mr Schrod- 
er’s party had threatened to kibosh, was tri- 
umphantly approved by parliament. 

Moreover, the economy is picking up. 
Most forecasters think it will grow by about 
2.7% next year, twice this year’s expected 
rate. Unemployment may not fall much, but 
could dip below the psychologically power- 
ful 4m-mark next year. 

And as a final fillip, with the Christmas 
season drawing near, the Christian Demo- 
cratic opposition, which was cock-a-hoop at 
Mr Schroder’s discomfiture only a month or 
two ago, is suddenly struggling with a hid- 
eous-looking party-finance scandal which is 
now embroiling Mr Kohl himself. 

Not all Mr Schréder’s problems are be- 
hind him. He has barely begun to tackle 
economic reform in earnest. But he looks set 
to face next week’s party conference in much 
better fettle than he, or anyone else, could 
have imagined a month ago. 
= | 





Spain and the Basques 


Back to bombs? 


MADRID 


DECISION by the Basque separatist 

guerrilla group, ETA, to renew its cam- 
paign of violence in its struggle for indepen- 
dence spells hard times for Spain’s centre- 
right prime minister, Jose Maria Aznar, and 
for ordinary Basques, who have borne the 
brunt of the killing for most of the past 30 
years. For Mr Aznar it is an especially galling 
turn of events, just as he girds himself for a 
general election by the end of March. One big 





Are the men in hoods bluffing? 
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prize he was hoping to offer voters across 
Spain was a lasting peace in the Basque re- 
gion. And Basques themselves had hoped 
that their nightmare of point-blank shoot- 
ings, bombs and kidnappings was over. 

No such luck. This week era said it 
would end its 14-month ceasefire on Decem- 
ber 3rd. It put much of the blame on other, 
more moderate, Basque groups. In particu- 
lar, ETA said that the mainstream (and non- 
violent) Basque National Party had 
itself broken an agreement, made last 
year, that it would cut off relations 
with the Spanish government and its 
state organs and instead co-operate 
with the radical separatists in seeking 
Basque independence. 

ETA also castigated Mr Aznar— 
among other things, for collaborat- 
ing with the French government in 
continuing to arrest its guerrillas dur- 
ing the ceasefire. And it also accused 
Mr Aznar of making cheap capital 
out of the only (abortive) meeting the 
group had with Spanish government 
representatives, in Zurich in May, 
while refusing to talk seriously about 
a lasting peace. 

Mr Aznar has been appealing to 
members of the opposition, to re- 
gional leaders throughout Spain, and 
to people in Spain’s top institutions 
to urge the guerilla band to reconsid- 
er. Some Basque bishops, who have 
acted as go-betweens before, say 


they might yet persuade the bombers to hold 
back. The more amenable members of eTA’s 
political wing, Herri Batasuna, insisted that 
they still wanted peace, though they refused 
tocondemn e1a’s decision. The prime minis- 
ter also urged the Basque regional president, 
Juan Jose Ibarretxe, a member of the main- 
stream nationalist party, to keep talking to 
the guerrillas in the hope that he might per- 
suade them not tostart killing again. 

Can anything else be done to stop 
bombs from going off again? Mr Aznar has 
little room for manoeuvre, short of giving 
Basques total independence—and most 
people in the Basque country, probably in- 
cluding a slim majority of ethnic Basques, 
want to stay Spanish. When Spain became a 
democracy after General Franco's death in 
1975, the Basques (and Catalans) got a big 
dose of autonomy—and got even more this 
decade, when regional parties began to hold 
the balance of power in the parliament in 
Madrid. There are few major concessions left 
tobe made. 

Mr Aznar has been offering a few sweet- 
eners. He says he wants to help the guerrillas 
fit themselves back into society, to move 
Basque prisoners closer to their homeland, 
and to set free some long-term prisoners. But 
no further constitutional gifts are on offer. 
Basques, he points out, are free to pursue the 
aim of independence—peacefully, through 
existing institutions. 

In October he turned down eta’s de- 
mand that his government should negotiate 
with some convicted killers. More emphati- 
cally, he has rejected era’s demand for the 
constitution to include a “right to self-deter- 
mination”, a deliberately vague term that 
would lead—so ETA intends—to a referen- 
dum on independence. 

There is still a chance that eta is trying to 
call the government's bluff. It might be see- 
ing if it can frighten the government into giv- 
ing further ground, particularly in the deli- 
cate constitutional area, while continuing, at 
least for a while, to keep its bombs under 
wraps. And Mr Aznar may be hoping that 
Mr Ibarretxe can pull a last-minute post- 
ponement out of eta’s hood. 
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Italy 


Unseemly, 
unending 


ROME 


I IT just déja vu? Or has something serious 
happened? On November 26th, a judge in 
Milan decided that Silvio Berlusconi, the me- 
dia magnate who leads Italy’s centre-right 
opposition, must face yet another trial. This 
time he is accused of bribing judges to fix the 
controversial sale of a state-owned food 
group. The crime is alleged to have hap- 
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pened back in 1985. However long ago, most 
Italians think that bribing judges is worse 
than fiddling taxes or fixing the taxman. 

Needless to say, Mr Berlusconi, who was 
briefly prime minister in 1994 and now leads 
in the opinion polls, is crying foul. “The polit- 
ical use of justice,” he says, “is the cancer of 
democracy.” He also accuses magistrates of 
singling him out for special treatment; he 
may, he says, take legal action against his lat- 
est prosecutor. 

No more surprisingly, the embattled 
prime minister, Massimo D'Alema, an ex- 
Communist who heads a shaky centre-left 
coalition, has licked his lips. Mr Berlusconi, 
he says, is not above the law. Walter Veltroni, 
leader of the Democrats of the Left, Mr 
D’Alema’s party, now calls Mr Berlusconi a 
“right-wing extremist” and says he will sue 
him for blaming his judicial troubles on left- 
wingers, Mr Veltroni specifically included. 

For ordinary Italians, the picture is fuzzi- 
er, One-third, say the pollsters, reckon that 
Mr Berlusconi is a victim, or they do not care 
if he is found guilty; one-third believe he is a 
crook, whatever the courts may decide; and 
the rest say they are confused. How this 
muddled lot eventually makes up its mind 
may decide who wins the next general elec- 
tion, due in 15 months. 

Soltaly looks set, yet again, for a long and 
nasty election campaign, where arguments 
over policy will be overshadowed by Mr 
Berlusconi's judicial fate. Italy’s president, 
Carlo Azeglio Ciampi, has urged Italians as a 
whole (but clearly with Mr Berlusconi in 
mind) to respect the courts’ decisions. 

The trouble is that Mr Berlusconi's politi- 
cal survival has long since been tied up with 
his legal difficulties. He has already been 
found guilty of illegally funding political 
parties (mainly, in fact, the Socialist one), 
bribing the tax police and false accounting. 
He has been acquitted of two of those char- 
ges after appeals. Three more cases (and pos- 
sibly a fourth) are due to come to trial next 
year. He has been accused of fiddling his ac- 
counts toclinch a deal to buy a footballer for 
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ac Milan, the club he 
owns; another political- 
funding case against him 
is pending; and, as well as 
the charge that he bribed 
a judge to let him buy a 
food company, he has 
been accused of using 
similar tactics to get hold 
of a publishing house. 

Mr Berlusconi has re- 
peatedly implied, while 
denying all the charges, 
that you could not do 
business in Italy in the 
1980s without recourse to 
backhanders. Now, he 
says, the magistrates are 
picking on him purely be- 
cause of his politics. Peo- 
ple who helped the left, he says, have been 
left alone. Recent revelations that the Rus- 
sians previously helped various prominent 
people and parties have led to no prosecu- 
tions. Many Italians are sympathetic to this 
line of defence. In the most recent elections, 
for the European Parliament this summer, 
Mr Berlusconi's Forza Italia party won—and 
currently tops the opinion polls. 

In any case, many Italians, regardless of 
their own politics, are getting tired of the 
seemingly endless judicial wrangles involv- 


Cyprus 
Talks about talks 


ATHENS 


IKE relatives immersed in a family feud, 
the elderly leaders of Cyprus sit in sepa- 
rate suites at the UN’s headquarters in New 
York, while Kofi Annan, the secretary-gener- 
al, and his aides shuttle discreetly between 
them. It is not a promising start to the latest 
attempt by outsiders to stitch back together, 
however loosely, the Greek and Turkish bits 
of the long-divided island. 

Atleast talks of some sort are happening. 
After Rauf Denktash, boss of the Turkish 
Cypriots, refused to meet face-to-face with 
Glafcos Clerides, the Greek-Cypriot leader, 
he was persuaded to attend “proximity 
talks” by Bulent Ecevit, Turkey’s prime min- 
ister. But Mr Denktash says he will speak 
only to un officials; American and British di- 
plomats trying to help reach a settlement will 
have to relay their suggestions through their 
UN colleagues. 

The Americans are expected to propose 
that Mr Denktash’s republic in northern Cy- 
prus should in some subtle way be acknowl- 
edged, if not accepted, by the Greek Cypri- 
ots. The two communities have lived apart 
since Turkish troops moved into the north in 
1974. Mr Denktash’s statelet is recognised 
only by Turkey, which still keeps about 
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ing politicians. Most Italians think the courts 
will not be able to sort out the mess; many 
think they are partisan. Some prominent - 
commentators, who want to break the judi- 
cial-political log-jam, suggest that a “com- 
mission for truth and reconciliation” should 
be set up, rather as happened in post-apart- 
heid South Africa. A 90-year-old philoso- 
pher, Norberto Bobbio, is being mooted as a 
kind of Desmond Tutu to oversee such a bo- 
dy (though he says he won't). 

Alas, most Italians doubt whether it 
would work. Reconciliation could, perhaps, 
happen—in the form of political compro- ` 
mise. But a real register of the truth? That, it 
seems, is far less likely. Who, for a start, 
would staff such a commission? How far- 
reaching would its brief be? What crimes 
would be subject to an amnesty: the illegal 
funding of political parties, for instance? 
Would crimes committed for personal gain 
be forgiven too? What about bribing judges? 
Or working for the KGB? 

In theory, it would be marvellous if er- 
rant Italian politicians or public figures were 
able to make a clean breast of past sins and 
promise to turn over a collective new leaf as 
part of a general clean-up. The trouble with 
that hope is that those who confess would 
probably have to bow out of public life as the 
price of their new-found honesty. Yet that is 
just what most of them are reluctant todo. 


wr heart nts mana OS E E m 


30,000 troops there and foots the bill for new 
roads and public housing. 

If Mr Clerides agrees, the Turkish Cypri- 
ots may be willing to give back Varosha, an 
abandoned resort filled with derelict hotels 
owned by Greek Cypriots. Then the bargain- 
ing about making Cyprus a federation--or 
confederation—could start in earnest. 

But Mr Denktash and Mr Clerides will 
have more on their minds than old disputes 
over territory and personal status. What 
happens at the £u summit in Helsinki on De- 
cember 10th-11th is bound to affect the Cy- 
prus talks. The Greek Cypriots are already 
negotiating eu membership for both sides of 
the island—a process that Mr Denktash says 
must be postponed if the proximity talks are 
to progress. But if Greece drops its objections 
and Turkey, too, becomes a candidate for eu 
membership, prospects for a Cyprus settle- 
ment could suddenly improve. 

George Papandreou, Greece's affable 
foreign minister, has been flying around gv 
capitals in search ofa deal. Helped by his soft 
approach and by a swing in Greece’s public 
mood from hostility to sympathy after two 
terrible earthquakes in Turkey (and another 
in Greece), the twocountries, so long riven by 
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Useful Communists 


MOSCOW 


SELDOM in their his- 
tory have Russia's 
Communists been 
worse led or had few- 
er ideas. Yet this hard- 
ly seems to matter, for 
they look well set to 
repeat, or even improve on, their score in 
the 1995 elections, which made them the 
largest party in the lower house of parlia- 
ment, the Duma. 

The heir to Lenin and Stalin is a dreary 
apparatchik, Gennady Zyuganov. He has 
a large potential electorate: according to 
opinion polls, nearly a third of the popu- 
lation supports various left-wing parties. 
He also has the country’s best political 
machine. A skilful leader would broaden 
the party’s appeal, while keeping it united. 
Mr Zyuganov has done the opposite— 
shedding allies to the right and left, while 
blurring the Communists’ profile. 

Mr Zyuganov has dumped brainy 
moderates, such as Russia's leading Chris- 
tian Socialist, Alexei Podberiozkin. He has 
defended anti-semitic left-wingers, thus 
tainting his own party, while failing to 
| keep them in its ranks. The broad alliance 
of leftist and self-styled “patriotic” forces 
put together in 1995 has fallen apart. The 





party has some reasonable ideas about re- 
stricting the power of the presidency, but 
its other pet proposals are a lot less sensi- 
ble: it is fiercely protectionist on trade, op- 
poses the privatisation of land, and wants 
to rebuild the core of the Soviet Union— 
| “by consent”, of course. 

What makes up for such defects is a 





lack of heavyweight foes. None of the oth- 
er main parties (chiefly liberal, statist, and 
pro-Kremlin groups) is very interested in 
Mr Zyuganov’s voters. His main rivals are 
other left-wing parties, which for all his 
failings he still outguns. 

All this suits the Kremlin fine. The Du- 
ma elections on December 19th matter 
most because they set the stage for next 
summer’s presidential election. The ideal 
then, in the Kremlin's eyes, would be a 
run-off between their own candidate, 
who, unless the war in Chechnya goes 
badly awry in the next few months, looks 
likely to be the current prime minister, 
Vladimir Putin, and an unelectably old- 
fashioned and unappealing Communist. 
Mr Zyuganov, whose support looks rock- 
solid with about a fifth of the voters be- 
hind him and his party, fills the bill nicely. 
If he does well in this month’s general 
election, all to the good. Thanks, comrade. 


























enmity, are—for the moment—getting on 
much better than usual. 

Costas Simitis, Greece’s moderate prime 
minister, had his first meeting with Mr Ecev- 
it during the summit in Istanbul last month 
of the Organisation for Security and Co-op- 
eration in Europe. The atmosphere, he said, 
was friendly. But Mr Ecevit gave no ground 
in one bitter dispute—over who owns some 
uninhabited islets and associated mineral 
rights in the Aegean. 

So the Greeks are hoping the eu will ride 
to the rescue. A gentle reminder that Ev can- 
didates should seek international arbitra- 
tion for territorial disputes would put things 
straight on the Aegean, Mr Papandreou says. 
And if gu countries made clear that Cyprus 
could join their club, even without a settle- 
ment, Greece would willingly embrace Tur- 
key as a candidate. Then Messrs Denktash 
and Clerides might sit down together in New 
York and actually start some serious talking. 
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Montenegro 


Independence? 


PODGORICA 


ARELY a month after the Yugoslav au- 

thorities proudly reopened the railway 
line from Belgrade to the Adriatic coast, after 
mending the bridges blown up by nato’s 
bombs, passengers already face delays—be- 
cause of politics, not machinery. At the bor- 
der between Serbia and Montenegro, the two 
last bits of the Yugoslav federation, the train 
stops, the engine is changed, and travellers 
wait while officials patrol the corridors. 

The delay shows how badly relations be- 
tween the two republics have worsened 
since 1997. Montenegro's government, fed up 
with having its demands for equality ig- 
nored by Serbia’s rulers in Belgrade, increas- 
ingly resents the way Slobodan Milosevic, in 
theory a largely ceremonial president of Yu- 


Se 
MONTENEGRO 


goslavia, has manipulated the constitution 
to bolster his power. Although the Montene- 
grins number only 650,000 to Serbia’s 9.6m 
(including 1m or so Kosovars), they are begin- 
ning to flex their muscles. 

Since the breakdown last month of talks 
between representatives of Serbia’s and 
Montenegro’s ruling parties over a Montene- 
grin proposal to loosen the Yugoslav federa- 
tion, the government in Podgorica, the tiny 
republic’s capital, has taken a series of steps 
to distance itself from big brother in Bel- 
grade. A referendum on independence has 
become more likely. 

“The West has to realise that Montenegro 
has a right to hold a referendum and should 
support Montenegro if it goes ahead,” says 
Novak Kilibarda, a leading figure in the gov- 
emment, “The process can be stopped only 
if Serbia becomes democratic—which Idon’t 
expect,” he adds. 

Montenegro’s decision to adopt the p- 
markasits currency, after the Yugoslav dinar 
had lost a third of its value against the mark 
in October, has pushed the republic towards 
economic independence. Although the Yu- 
goslav dinar trades alongside the German 
currency, transactions in dinars fell to less 
than 20% of the total in ten days. The dinar 
looks as if it may drop out of circulation in 
Montenegro within weeks. Serbia has in- 
creased its money supply by some 40% in the 
past three months. The annual rate of infla- 
tion is about 100%. 

Montenegro may soon launch its own 
currency, pegged to the p-mark and backed 
by acurrency board. Most of the planned re- 
serves are in place. This is needed “to make 
the system transparent, to avoid corruption 
and to let Montenegro protect itself and its 
citizens’ living standards,” says Mr Kilibarda. 

The Yugoslav national bank in Belgrade 
has hit back by blocking all payments be- 
tween the two republics. Some 18,000 pen- 
sioners living in Montenegro who get their 
pensions from Belgrade have had their pay- 
ments blocked; 8,000 military employees 
and 2,000 civil servants are in the same boat. 

To make matters worse, Serb police this 
week stopped dozens of trucks with fresh 
food from crossing into Montenegro. So 
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We take care of flying. 
So you can take care of business. 
The new Lufthansa Business Class. 























Our new Business Class offers you the space 
you need, the peace you want and the service 
that helps you prepare yourself for business 
during the flight. With bigger seating for a more 
comfortable sleep, and more flights between 
Asia and Europe than anyone else, we put Europe 
right at your doorstep. For further information, 
visit www. lufthansa-asiapacific.com 
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Human Rights. It’s not the usual 

business priority. And for 

multinational companies operating in 
developing countries, it could be 

tempting to dismiss it; to call it a 
socio-political issue rather than a business 


one, and hope it just goes away. 


(Each Shell company is a separate and distinct entity. In this odvertisement, the words Shell”, “we”, “u and “our” refer, in some plac es, to the Royal Dute h/Shell Group 
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OR THE HEART OF OUR BUSINESS? 





At Shell, we are committed to support fundamental human 
rights and have made this commitment in our published 
Statement of General Business Principles. It begins with our 
own people, respecting their rights as employees wherever 
they work in the world. We invest in the communities around us 
to create new opportunities and growth. And we've also 
spoken out on the rights of individuals — even if 
the situation has been beyond our control. It’s part of our 
commitment to sustainable development, balancing economic 
progress with environmental care and social responsibility. 
In today’s business environment, we don’t pretend there 
are any easy answers, but we continue to stay involved. 
Because making a living begins with respecting life. 

WE WELCOME YOUR INPUT. CONTACT US ON THE INTERNET AT WWW SHELL.COM/ RIGHTS OR 


EMAIL US AT ‘TELL-SHELL@SI.SHELL COM’ OR WRITE TO US AT: ‘THE PROFITS & PRINCIPLES DEBATE 


SHELL INTERNATIONAL LTD, SHELL CENTRE, LONDON SEI 7NA UK 


I will peer around corners. 
I will see past clouds. 


I will get to the source. 


I will provide insight. 
not statistics. 


I will shed light. 


I will look. 
I will go back and look again. 


I will find limbs worth going out on. 


I work for J.P. Morgan. 
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grocers have to get their stuff 
from Croatia and Slovenia, 
pushing prices up another 
20% or so. Montenegrin busi- 
nesses owed money by firms 
on either side of the border 
have no way of getting it back. 
Some say they will be forced 
to open branches across the 
frontier; others say they will 
use Bosnia’s Serb Republic as 
a go-between. More Monte- 
negrins simply do business 
outside Yugoslavia. 

“The Yugoslav regime is deliberately 
making things difficult,” says Miodrad Vuk- 
ovic, who advises Montenegro's president, 
Milo Djukanovic. “Montenegro has never 
been more sovereign,” he adds. “The only 
function still in federal [Yugoslav] hands is 
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Djukanovic ponders 


the army.” Yet even that au- 
thority is under challenge. Yu- 
goslavia’s chief of army staff, 
General Dragoljub Ojdanic, 
has accused the federal gov- 
ernment and its prime minis- 
ter, Momir Bulatovic, a Milos- 
evic loyalist who comes from 
Montenegro, of leaving the 
army penniless. The general 
said he would personally ask 
Mr Milosevic for better pay 
for his soldiers. 

Still, it is by no means cer- 
tain how Montenegrins would vote in a ref- 
erendum on independence. Although recent 
opinion polls suggest that most of them 
want to loosen ties with Serbia, as many as a 
third remain loyal to the notion of a federal 
Yugoslavia. Secession will not be easy. 





France 


Coal, with luck, into cars 


FORBACH, LORRAINE 


EEP beneath the frostbitten fields of 

Lorraine, the flashlights dance crazily 
around the tunnel walls; an occasional 
stream of black gunge swirls past the metal 
props; a huge wheel carves relentlessly 
across a coal face incongruously named “Al- 
bert”. Jean-Paul Dechoux, engineering man- 
ager at the La Houve colliery, raises his voice 
over the constant din: “This mine has fed my 
family for a century.” 

Not for much longer. There are only 985 
miners left at La Houve, and by 2005 there 
will be none, nor at any other of the coal 
pits—in Alsace, the Pas de Calais, the Massif 
Central and the Midi—that fuelled France's 
industrial recovery after the second world 
war. When 700 Lorraine miners took to the 
streets this week to demand higher wages, 
their violence—police cars were burnt and 
the tax offices in Forbach, Metz and Thion- 
ville sacked—surely marked the death- 
throes of their industry. 

The deadline of 2005 was set back in 1994, 
when the state-owned coal corporation, 
Charbonnages de France, signed the Pacte 





Charbonnier with all its unions except the 
Communists’ cGT to accept economic real- 
ity—but to cushion its effects. The miners 
agreed they could not goon for ever produc- 
ing coal that cost twice its market value; the 
government agreed that the workers would 
not simply be turfed on to the slag heap. 

The result has been industrial restructur- 
ing on a scale that would have impressed 
even Margaret Thatcher. In 1948, more than 
190,000 Frenchmen worked in the coal 
mines; by 1959 they were able to produce 
59m tonnes a year. Today, there are only 
6,000 miners, and their output, 70% of it from 
Lorraine, is a derisory 4m tonnes—a quarter 
of the amount that France imports each year 
from countries such as the United States, 
Australia, South Africa, Colombia and Chi- 
na, where the pit-head cost for a tonne of 
coal is at most $10 ($30-40 after transporta- 
tion to Europe), against $100 in Europe. 

La Houve’s miners might reasonably re- 
sent their plight, sentenced to produce un- 
wanted coal at an uneconomic cost. But un- 
der the Pacte, a miner with 25 years down the 
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pit can retire as early as 45; and his children 
can hope for jobs in the new industries lured 
into the mining areas by a special Charbon- 
nages de France subsidiary called Sofirem. 

Atany rate, that is the theory. Practice, in- 
evitably, is not quite so perfect. Mr Dechoux 
jokes with Henri Mertz, the Sofirem repre- 
sentative in Lorraine, about the divorces pro- 
voked by ex-miners staying at home all day. 
And Sofirem’s chief executive, Jean-François 
Rocchi, admits that about a quarter of busi- 
ness proposals put to him fail to work out. 

Yet Mr Rocchi is proud of the overall re- 
cord: more than 4,000 companies, and 
promises of 120,000 jobs, have been attracted 
to the mining regions over Sofirem’s 32-year 
life. Subtract the broken promises, and 
around 75,000 jobs have been created 
through Sofirem’s offer, mainly to small and 
medium-sized companies, of venture capi- 
tal, loans, grants and expertise. 

Certainly, the jobs have come at a cost: 
last year the Sofirem group invested some 
FFr298m ($51m) to create 5,285 jobs. Add the 
parallel help from a special industrialisation 
fund for the mining regions, and the state’s 
total aid package amounts to just over 
FFr4som for the creation and maintenance 
of 7,337 jobs. A price worth paying, argue So- 
firem’s managers, and one that makes a lot 
more long-term sense than the German hab- 
it of pouring subsidies directly into pits. 

Indeed so. Go to the pleasant towns that 
surround La Houve and it is hard to imagine 
all that subterranean dirt and danger. The lo- 
cal politicians are mainly from the right, 
business types keen to promote the region’s 
virtues of geography and language. Where 
else in France has such a good claim to be at 
the heart of Europe, motorway-minutes 
from Germany, Luxembourg, Belgium and 
Switzerland, with a workforce that speaks 
both French and—thanks to past inva- 
sions—quite a bit of German? 

Pierre Lang, president of the Freyming- 
Merlebach region, adds a few other tempta- 
tions for outside investors: not just lower em- 
ployment costs than in Germany but also 
energy that is 20% cheaper, and land that is 
up to ten times cheaper. Charles Stimweiss, 
the mayor of Forbach, argues that with the 
flush of German reunification fading, more 
German investors seeking lower costs are 
coming to Lorraine, seeing it almost as a sin- 
gle cross-frontier region with the Saarland. 

The result is a landscape dotted with 
small factories. Pride of place goes to the 
“Smartville” complex at Sarreguemines, 
which makes the comically small Smart car, 
born of Germany’s Mercedes and the Swiss 
Swatch. But the temptations have their lim- 
its. This is still France, not Germany—and 
even as Messrs Lang and Stirnweiss were this 
month extolling the region's virtues, so some 
disgruntled chassis workers were on strike, 
temporarily blocking access to Smartville 
and, with it, the production of the Smart. 
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Christian Sautter, France's wary finance minister 


Te to a sudden problem of judicial matters beyond his 
control, the star of the show—as viewed from Paris—had to 
cancel. So now we have the understudy, plucked from the wings 
just a month ago and still blinking, unaccustomed to the limelight. 
Surely, mutter the doubters, Christian Sautter, the new minister of 
France’s economy, finances and industry, is too old, too shy, too 
grey, to match the commanding presence of his predecessor, 
Dominique Strauss-Kahn. 

Perhaps. Certainly, at this week’s inauguration in Seattle of the 
wro’s “millennium round”, it was not Mr Sautter who captured 
the cameras and the headlines, but another Frenchman, José Bové, 
leader of France's self-proclaimed “peasantry”. Whereas Mr Saut- 
ter was all cool intellect in expressing French officialdom’s elegant- 
ly nuancé support for globalisation, Mr Bové, waving hunks of un- 
pasteurised French cheese in defiance 
of America’s taste-defeating customs 
rules, was all emotion, expressing the 
French people’s ardent opposition. 

Can Mr Sautter get into his new 
part, and learn to play it with some au- 
thority, if not panache? No one denies 
the brilliance of Mr Strauss-Kahn. psx, 
as he was widely known, was admired 
by friend and foe, by Frenchman and 
foreigner. But he is already being men- 
tioned in the past tense, sign enough 
that the allegations of false invoices for 
legal work in the mid-1990s will dash 
the expressed wish of the prime minis- 
ter, Lionel Jospin, that he “will soon be 
back among us”. 

So at least, with the next general 
election not due until the spring of 
2002, Mr Sautter probably has time on 
his side. Indeed, his decision not to 
move into psk’s splendid ministerial 
office looks more a theatrical gesture of 
personal sympathy than a fear that his 
promotion is only temporary. Mean- 
while, his retention of Mr Strauss- 
Kahn’s team of advisers reflects both a 
pragmatic wish for continuity and a 
confidence that they will respect him. 

More to the point, Mr Sautter has a 
good script. Thanks in part to his predecessor, the economy is 
growing fast: this year’s estimate is 2.8%, next year’s 3%; govern- 
ment debt is under control; the stock exchange is rising to new 
heights; and unemployment, now 11%, is slowly but steadily going 
down. Mr Sautter may not have what L’Expansion magazine calls 
psk’s “gift of the gab”, but he is not about to muff his lines. Indeed, 
when he gave his first big press conference last week, his perfor- 
mance was solid toa fault. He would, he said, like a regime of open- 
ness, perhaps a rendezvous with the press every fortnight; he 
would make sure small French investors in dodgy Russian bonds 
were compensated more generously than big ones; he would not 
allow America’s Coca-Cola to take over Orangina (to the dismay 
of both Coke and its French target); and he would lead France’s 
delegation to Seattle to ensure “a globalisation better regulated, 
more legitimate and more caring of the world’s citizens”. 

All of which, for political colleagues still shaken by the depar- 
ture of Mr Strauss-Kahn from the Socialist-led coalition, was reas- 
suringly predictable. The problem is that France needs more than 
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predictability from a minister with the largest portfolio in the gov- 
ernment; creativity is sorely needed too. psk had that, both in poli- | 
tics and in economics: witness the brio with which he persuaded | 
(most of) the political left that privatisation was a virtue and the | 
business right (or at least some of it) that the 35-hour working week 
was not quite as daft or menacing as it seems. 

Does Mr Sautter have psx’s presentational talent? At first 
glance, it seems unlikely. His career has been largely one of num- 
ber-crunching perseverance, away from the public eye, in such 
glamorous haunts as the state statistics institute and the national l 
economic planning organisation. At 59, Mr Sautter is—to put it po- | 
litely--a paradox: powerful but unknown. | 

Peer beneath the surface, however, and he becomes a bit more | 
intriguing. As a young graduate from the Polytechnique, one of the | 
grandes écoles that produce the | 
Frenchelite, he became fascinated not | 
by America but by Japan, on which he 
has written several books. And for | 
most of the 1980s he was deputy chief | 
of staff to President Francois Mitter- | 
rand, whose Machiavellian ways | 
mustsurely have taughthimathingor | 
two about devious manipulation. | 

For they will soon be needed, not | 
just when Mr Sautter strides the inter- 
national stage, defending France at the 
wro or, from next July, presidingover | 
the European Union’s finance minis- | 
ters. Mr Jospin’s driving ambition is to 
win the 2002 elections, both presiden- | 
tial (for himself) and legislative (for his 
Socialists). And among his highest | 
aims is to reform France's antiquated, | 
ill-run, corruption-prone tax system. | 
To that end, he was relying on loyal Mr | 
Strauss-Kahn to keep the economy— | 
and the ideas—-rolling. Now, he must | 
rely on the equally loyal Mr Sautter,an 
early supporter of Mr Jospin’s 1995 | 
presidential bid, and, like Mr Jospin | 
himself, viewed as “very Protestant” 
in his seriousness. | 

Quite probably the economy will | 
keep rolling nicely. But what of the tax | 
system and the structural obstacles to employment that come | 
with it? As a professional economist Mr Sautter knowsall the argu- 
ments for cutting tax rates to spur enterprise; and as budget mini- 
ster until his promotion, he knows all the details. 

But the challenge is as much political as economic. The obvi- 
ous way, apart from improving the efficiency of the tax office, to i 
lower France’s high rates of income tax would be to broaden the | 
tax net. But, because of myriad deductions, only half of French 
households pay any income tax at all, which makes that idea an 
electoral non-starter. An alternative, muse some clever ministry | 
folk, would be to put up other taxes, such as the “generalised social | 
contribution” levied on all wage-earners. That,ofcourse,wouldbe | 
at least as regressive (and “unSocialist”) in its impacton the poor as 
lowering income-tax rates for the rich. But perhaps in an economic | 
boom the voters would not be too fussed. | 

Could Mr Sautter pull off tricks such as these? Soon he will | 
leam that having stardom forced upon you is a risky business. 
Doeshe have the political guile? Itis not yet clear that he does. | 
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BRITAIN 


Enemies and colleagues 


The ministers in Northern Ireland’s new government have a long history of 
mutual hatred. But they will work together all the same 


T peace process in Northem Ireland, 
never smooth, has this week made dra- 
matic and historic progress. The province's 
new government includes the former IRA 
commander, Martin McGuinness, as minis- 
ter for education. It also includes ministers 
from the Democratic Unionist Party (DUP), 
led by the Reverend lan Paisley, which has 
all along denounced the province's peace 
deal as a surrender to terrorism. 

Peter Robinson, the deputy leader of the 
pup, has been put in charge of regional de- 
velopment. He swears that he will not sit 
down with Mr McGuinness, and that the 
pur is in government only to “thwart the 
IRA”, But the extremes in Northern Ireland's 
politics are now corralled into a coalition 
government, and will share the power de- 
volved from Westminster at midnight on 
Wednesday December ist. 

The arrangements for decommissioning 
weapons remain shrouded in deliberate am- 
biguity. However, as The Economist went to 
press, the ira seemed poised to appoint a 
representative to deal with an international 
decommissioning body. There may never be 
a single moment when fear of failure finally 
disappears. But this week’s developments 
provide ballast for the peace deal. 

The ira has delayed discussions on de- 
commissioning until the last possible mo- 
ment, clutching at the residual mystique of a 
secret army's “right to bear arms against an 
occupying power.’ It regards itself as the heir 
to 800 years of resistance to British rule in Ire- 
land. But centuries of struggle have ended, 
notin the long-demanded British withdraw- 
al, but with agreed Irish-British arrange- 
ments for the government of Northern Ire- 
land. Mainstream republicanism—minus an 
unreconciled fringe—has settled for a consti- 
tutional path towards its goal. And a change 
in the constitution of the Irish republic— 
dropping its constitutional claim to the 
north—should assuage unionist fears of an- 
nexation by an Irish state. 

Britain has also altered its legal relation- 
ship with Northern Ireland, by dropping the 
claim in the Government of Ireland Act to be 
the “sovereign power”. The two govern- 
ments are now pledged, in a new British- 


Irish accord signed on December 2nd, to fa- 
cilitate change in the status of Northern Ire- 
land only when a majority there wishes it. 

A British-Irish council, important to 
unionists, will bring representatives from 
the new devolved assemblies in Belfast, Ed- 
inburgh and Cardiff, to discuss shared con- 
cerns with British and Irish mes. A North- 
South council, a nationalist enthusiasm, will 
see ministers in Belfast and Dublin working 
toincrease cross-border co-operation. Its first 
meeting took place on November 30th, with 
Northern Ireland represented by the union- 
ist and nationalist joint heads of the execu- 
tive: David Trimble of the Ulster Unionists 
and the sptr’s Seamus Mallon. 

The raft of new structures rapidly slotted 
into place once Mr Trimble secured approval 
from his Ulster Unionist Party’s policymak- 
ing council on November 27th. His party has 
been torn from the start on the merits of the 
1998 Good Friday Agreement package, in 
part because it is terrified of losing voters to 
the hardliners led by Mr Paisley. Mr Trim- 
ble’s most vulnerable point has always been 
the fraught business of decommissioning. In 
1995 his party’s position was that peace talks 
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A startling development: he smiles 


could not start before decommissioning. 
Then it became that the issue of weapons 
had to be dealt with during the course of the 
talks. Once the talks concluded Mr Trimble’s 
party said that no government could be 
formed until decommissioning took place. 

But a ten-week negotiation chaired by a 
former American senator, George Mitchell, 
produced the formula of Sinn Fein entry into 
government to be followed immediately by 
the appointment of an ira “interlocutor” on 
decommissioning. The Mitchell talks at last 
convinced Mr Trimble that republicans 
could not deliver the decommissioning of 
weapons before a government was set up, 
alongside the other structures set out in the 
Good Friday Agreement. 

Having hoped for 60% plus support from 
the Ulster Unionist council, he won 58% 
backing from the 829-strong attendance. The 
narrow win was bought at the expense of a 
promise to recall the council in February, 
when he and the other three Ulster Unionist 
ministers say they will resign, if they judge 
that insufficient progress has been made on 
decommissioning. Gerry Adams and Mr 
McGuinness promptly condemned this 
“precondition”. But neither they, nor a later 
IRA warning that Ulster Unionists had 
stepped back from the deal agreed by the 
Mitchell review, showed real anger. 

The other pro-agreement parties—the 
spLP, Sinn Fein, the small cross-community 
Alliance Party, the tiny loyalist Progressive 
Unionists and the Women’s Coalition—re- 
cognise that the future of the new govern- 
ment depends on sustaining Mr Trimble’s 
leadership. Pro- and anti-agreement union- 
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A brief history of strife | 


1921: Ireland is partitioned. Southern Ire- 
land becomes an independent country. 
The north gets its own parliament and re- 
mains within the United Kingdom. 

1922: Proportional representation abol- 
ished in local elections in Northern Ireland. 
1939:1RA bombing in England. 

1949: Ireland Act passed at Westminster 
guaranteeing that Northern Ireland will re- 
main within the United Kingdom unless 
its parliament decides otherwise. 

1967: Catholic civil-rights movement gets 
going in Northern Ireland. 

1969: Rioting in Belfast and Londonderry. 
Sectarian clashes. Troops arrive. 

1970:1RA mobilises. 28 deaths. 

1971: 184 people die as ira shoots soldiers 
and bombs Protestant districts, and loyal- 
ists bomb Catholic pubs. Internment intro- 
duced; 374 arrests in Belfast. 

1972: The worst year with 497 deaths. 
“Bloody Sunday” in Londonderry in Janu- 
ary, when soldiers fire on a banned march 
and kill 13. “Bloody Friday” in July, when 22 
1RA bombs explode within 75 minutes. 
Northern Ireland’s Stormont parliament 
replaced by direct rule from London. 

1973: Attempt to devise new power-shar- 
ing political structure for Northern Ireland 
through the Sunningdale agreement. 

1974: Sunningdale brought down by prot- 
ests by Protestant unions, paramilitaries 
and politicians. Direct rule from London 
resumed. Loyalist bombs kill 33 in Ireland. 
1979:1RA kills 18 soldiers at Warrenpoint. 
1981: 1RA hunger strikes. Ten republican 





prisoners starve themselves to death in 
support of their demands for political sta- 
tus. One, Bobby Sands, had been elected as 
Sinn Fein’s first Mp. 

1984: 1RA bombs Grand Hotel in Brighton 
during the Conservative Party conference. 
1985: Britain and Ireland sign the Anglo- 
Irish agreement giving Ireland consultative 
rights in Northern Irish affairs. 

1991: IRA launches mortar bombs at 10 
Downing Street. 

1993: Gerry Adams of Sinn Fein and John 
Hume of the Catholic nationalist sote be- 
gin talks to find a political way forward. 
1994: First IRA ceasefire announced. Loyal- 
ist paramilitaries also declare a ceasefire. 








The way it was 


1995: Tories and unionists demand the IRA 
“decommission” weapons before peace 
talks can begin. Senator George Mitchell in- 
vited in to try to end the deadlock. He pro- 
poses decommissioning should be “ad- 
dressed” during talks. 

1996: The ira breaks its ceasefire and 
bombs Canary Wharf and Manchester. 
1997: Tony Blair elected. IRA renews cease- 
fire and Sinn Fein enters talks. 

1998: The talks conclude in April with the 
Good Friday Agreement. Sinn Fein accepts 
that Northern Ireland will remain part of 
the United Kingdom, as long as a majority 
of the population are in favour. Under the 
agreement, power will be devolved from 
Westminster to a new assembly and 
Northern Ireland executive, structured to 
ensure cross-community participation. 
There will be “North-South” bodies linking 
northern and southern Ireland and a Brit- 
ish-Irish council, linking Ireland with Brit- 
ain. The deal is approved in referendums 
staged in Northern Ireland and in the Irish 
republic. 

In August, IRA renegades set off a bomb 
in Omagh killing 28 people. 

In October, John Hume and David 
Trimble, the leader of the Ulster Unionists, 
are jointly awarded the Nobel Peace Prize. 
1999: Endless haggling over decommis- 
sioning appears to threaten the peace deal. 
But the Unionists eventually drop their de- 
mand that decommissioning must pre- 
cede Sinn Fein’s entry into government. 
Martin McGuinness, a former IRA com- 
mander, becomes minister for education. 

All told, more than 3,600 people have 
died during the Troubles. 








ists have equal numbers inside the devolved 
assembly. The agreement provided careful 
checks and balances to protect the narrow 
pro-agreement unionist block from being 
undone by the anti-agreement pup. 

It is clear to all that Mr Trimble is still 
dogged by unionist critics inside and outside 
his party and will have difficulty each step of 
the way ahead. But he must be cheered by 
the realisation that his own waverers stood 
firm on the day that ministers were nomi- 
nated, despite Paisleyite theatrics designed 
to shame them into opposing the nomina- 
tion of Sinn Fein ministers. 

There may also be some promise of sta- 
bility in the fact that even the Paisleyite pup’s 
behaviour is much more cautious than its 
rhetoric. Unionists of all shades reacted with 
anger to the appointment of Mr McGuin- 
ness, personification for many of 1RA terror, 
to take charge of primary and secondary 
education, with Sinn Fein’s other appointee 
taking over health and public safety. But Mr 
Trimble’s Ulster Unionists noted acidly that 
the pup could have blocked Mr McGuin- 
ness’s appointment to such a sensitive job, 
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by choosing that portfolio themselves. 
Many see the Paisley strategy as a pro- 
longed attempt to tar the Ulster Unionists as 
traitors, rather than a genuine attempt to 
bring the government down. Over the past 
year assembly committees, with Sinn Fein 
and pup members, including Mr Paisley, 
have had a total of 180 meetings preparing 
for devolution. The pup’s two ministers, Pe- 
ter Robinson and Nigel Dodds, say they will 
have no dealings inside the executive with 
the Sinn Fein pair. But Sammy Wilson, the 
pup’s vice-chair of the assembly committee 
which will monitor Mr McGuinness’s stew- 
ardship, promises to harry Mr McGuinness 
on the assembly floor with his questions. 
This combination of public posturing 
and quiet co-operation is already well-estab- 
lished in local government in Northern Ire- 
land. When Sinn Fein took dozens of council 
seats in the early 1980s, the pup swore never 
to sit with them. In Cookstown, County Ty- 
rone, they placed their chairs some distance 
away from the rest of the council. But over 
several years, the chairs have crept towards 
the table. In another council a pur member 


sprayed republicans with deodorant. 

In the assembly's public gallery, one 
protester became so overwrought that he vo- 
mited on people sitting next to him as the 
Sinn Fein ministers were named. But sullen 
resignation has largely displaced violent ob- 
struction. The year's delays and stumbles 
have helped acclimatise people to 
change.Those still unsure about republicans’ 
commitment to democracy may even con- 
cede in time that there could be evidence of 
serious intent in Sinn Fein’s choice of two de- 
manding ministries, at the heart of Northern 
Ireland’s daily life: education and health. 

Disposing of guns has preoccupied 
unionists. The republicans, representatives 
of some of the poorest sections of society, 
will soon face other tests imposed by demo- 
cratic politics—when Bairbre De Brun has to 
close hospitals and Martin McGuinness can- 
not end Northern Ireland’s selective educa- 
tion system. Everything about their accep- 
tance of the posts suggested an eagerness to 
face the challenge. Mr McGuinness’s para- 
military credentials helped Mr Adams re- 
route republicans away from violence to- 
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wards politics. His installation as a minister 
was the seal on that policy. 

One ex-prisoner watching this week’s 
ceremony has voiced the growing accep- 
tance among republicans that decommis- 
sioning will not be allowed to block progress. 
“If itcomes to walking away from the institu- 
tions, or walking away from the guns,” he 
said, “there’s no doubt about it. We'll walk 
away from the guns.” 


Britain and Europe 


Alone again 


BRUSSELS 


E arguments are a popular feature of 
the European Union’s twice-yearly sum- 
mits. Margaret Thatcher set high standards 
whenitcame to table-banging and handbag- 
swinging. But a show of intransigence wor- 
thy of her memory is expected from Tony 
Blair when European Union leaders con- 
vene in Helsinki next week. 

The scheduled row for this summit will 
be about the desirability of imposing an eu- 
wide withholding tax on interest from priv- 
ate savings. Britain, almost alone, opposes 
the tax. The preliminary rounds of the Hel- 
sinki bout were fought out this week when 
Gordon Brown, Britain’s chancellor, made it 
clear to the other European finance minis- 
ters that Britain will not give way. The British 
position is that the scheme will yield little or 
nothing, save perhaps to drive international 
bond markets away from the City. 

The row is one Mr Blair would prefer not 
to have. The main champion of the tax is 
Germany—the most powerful country in 
the eu and the one which Britain would 
most like as a natural ally. Worse, the Ger- 
man position is supported by the ev’s other 
two big powers, France and Italy. All say the 
new tax will serve the common good by lim- 
iting scope for tax evasion. 

Despite this imbalance of forces the Brit- 
ish can, and doubtless will, bar the way. The 
EU Cannot pass new tax laws without the 
unanimous support of all 15 national gov- 
ernments. But it is clumsy politicking, by £u 
reckoning, for any country to show itself 
quite so isolated. 

Perversely, Mr Blair's desire to be more 
pro-European may have helped the tax row 
goso wrong. His government has sounded so 
sweet and reasonable on most things that its 
EU partners came to assume some sort of 
compromise on the withholding tax would 
be reached. Now they feel both frustrated 
and--however irrationally—misled. They 
may well have wasted two years’ hard nego- 
tiating and a fair amount of political capital. 

The eu works by horse trading, so they 
will repay Britain its stubbornness when 
they get the chance. They will also tend to see 
the affair as further evidence, on top of Brit- 
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| The price of silence 


| FORD ARCHER'S troubles mounted this 
week as more witnesses emerged to 
challenge the evidence he had given in his 
1987 libel trial against the Daily Star news- 
paper. The Star had alleged that he had 
slept with a prostitute, Monica Coghlan. 
Last weekends Mail on Sunday 
newspaper contained an interview-with 
Michael Stacpoole, who was employed by 
Jeffrey Archer as a bag-man on a retainer 
of £1,000 ($1,600) a month. Mr Stacpoole 
| Said that he was paid by Lord Archer to go 
to Paris during the trial so that he would 
| notbeina position to give evidence. 
It is clear that Lord Archer’s relation- 
| ship with Mr Stacpoole exposed him to 
| the possibility of blackmail. Shortly after 
the Daily Star libel trial had finished, Mr 
| Stacpoole made clear that he wanted a lot 
l of money for his story. “I know what it’s 
| worth”, he told this reporter. “It's worth 
| £150,000. I am trying to close a deal with 
| Jeffrey.” Significantly, Mr Stacpoole is 
now claiming that Lord Archer reneged 
on a deal to split his £500,000 libel win- 
nings with him and says that he only got 
about £40,000. 
Whatever the truth of these claims, 
| Lord Archer clearly feared that his former 
| employee could do hima lot of damage. In 











ain’s spuming of the common currency, that 
Britain still has a big and basic problem with 
“Europe” and vice-versa. 

A counter-argument, that no such pro- 
blem exists, would be easy enough for Brit- 
ain to make. The other issues on the Helsinki 
agenda show ita more contented member of 
the £u than it has been for a decade at least. It 
has been a prime mover behind thedevelop- 
ing of a common defence capability for the 
EU. And itis more relaxed than almost any of 
its EU partners about admitting countries 





_that he was terrified that someone was at- 
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1995, he persuaded an American friend, 
James Irwin, head of mmpac, an interna- 
tional consultancy firm, to buy up the 
publication rights to Mr Stacpoole’s story. 
On November 27th, Mr Irwin’s company 
applied for an injunction in a vain at- 
tempt to stop the Mail on Sunday pub- 
lishing Mr Stacpoole’s account, for which 
the paper is said to have paid a five figure 
sum. 

Lord Archer has not yet responded to 
any of these new allegations, saying that 
he has been advised by his lawyers to say 
nothing while police inquiries are going 
on into his conduct. But the Stacpoole epi- 
sode sheds an interesting sidelight on one 
of the central mysteries of the 1987 case— 
why would Jeffrey Archer pay several 
thousand pounds tosecure the silence of a 
prostitute he claimed he had never met? 
The explanation given by his counsel was 





tempting to smear him. “False stories can 
damage reputations just as much as true 
ones,” Robert (now Lord) Alexander told 
the jury. An alternative explanation is that 
Lord Archer is someone who has fre- 
quently exposed himself to the possibility 
of blackmail, and has got used to paying 
money to purchase silence. 





from Central and Eastern Europe. 

But it is also becoming clearer that, so 
long as Britain remains outside the monetary 
union, its position within the eu will never 
be entirely comfortable. Specific conflicts of 
interest are likely to grow as the countries in- 
side the monetary union develop more com- 
mon policies, of which the eu-wide with- 
holding tax is a foretaste. Germany and 
others argue in this instance that it is politi- 
cally impossible both to encourage total cap- 
ital mobility by means of a single currency, 
while allowing some countries within 
the union to act as tax havens for the 
savings of others. 

Dig more deeply, and the truth is 
that national interests within the Eu 
remain strong. Countries want to get 
the better of one another. For so long 
as Britain remains in a minority out- 
side the monetary union, its interests 
(suchas the City of London bond mar- 
kets) will be fair game for the majority 
inside it. So if Britain comes to the con- 
clusion that joining the euro is a bad 
idea, it will face a range of unappeal- 
ing choices. Damage one set of inter- 
ests by staying out of the euro; damage 
another set of interests by joining the 
euro—or leave the European Union 
altogether. 
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The snowman goeth 


The boarding school is seen as the quintessential British educational 


establishment. But, like many other great British traditions, 


boarding has 


been going rapidly out of fashion. Now attempts are under way to reinvent it 


Ik THE heyday of the British Empire, the 
boarding school flourished as an institu- 
tion designed to instil the virtues of indepen- 
dence, self-reliance and physical vigour. 
These were the qualities deemed necessary 
to survive those long spells in the lonely out- 
posts of empire. To this day the products of 
the public schools can still do an excellent 
stiff upper lip. A few years 


schools, those belonging to the Headmasters’ 
Conference, have seen a 17.4% decrease in 
boarding over the past decade. Tim Devlin, 
an educational consultant and former head 
of sts, describes the drop in the numbers of 
boarders at prep schools as a “total collapse”. 
Numbers have halved since 1989. 

Short-term factors have undoubtedly 
contributed to this decline. 





ago a “British spy”, Roger 
Cooper, was released after 
several years in jail in Iran: 
he remarked that his years 
at boarding school had 
been an excellent prepara- 
tion for a spell in a Middle 
Eastern prison. 

But, particularly since 
the 1960s and the end of em- 
pire, the boarding tradition 
has been the target of more 
ridicule and criticism than 
almost any other British in- 
stitution. The schools’ Vic- 
torian regimes came to look not only outdat- 
ed but, even worse, just plain silly. Many 
lapsed into self-parody. 

Every public schoolboy had his own fa- 
vourite story to tell. An Economist corre- 
spondent who attended Winchester recalls a 
friend who found himself in a dormitory 
that was socold that he decided toconduct a 
little experiment. Collecting snow from out- 
side, he built a snowman in the middle of the 
dorm. The snowman survived intact for 
three days, at which point the boy invited 
his housemaster in to take a look at it. The 
housemaster was suitably unimpressed, 
and just asked him to shovel it up. 

The heating has apparently improved 
since then. But as recently as. 
1996 a study by the Henley 
Centre on the appeal of 
boarding school education 
confirmed that the public 
view of boarding was of 
“toffs taking cold showers, 
cruel snobberies, dank dorms 
and miserable portions of ap- 
palling food.” The statistics 
tell their own story. The Inde- 
pendent Schools Information 
Service (isis) says that there 
were 112,000 boarders in 1982 
(out of a total of about 
500,000 children in private 
education), and now there 
are just over 73,000. 

The “leading” 
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It builds character 


There has been a dramatic 
fall in the numbers of 
boarders from military 
families, and the recession 
of the early 1990s hit a lot of 
schools hard. But the over- 
whelming long-term factor 
is the changing pattern of 
family life. Parents now 
want to see and hear more 
of their children; or at least 
feel obliged to pretend that 
they do. And there is no 
longer an empire to serve as 
a justification for the “char- 
acter-shaping” regimes of old. So day- 
schools have thrived, and boarding has suf- 
fered accordingly. 

Mr Devlin is pessimistic and predicts 
further decline. Some boarding schools have 
closed altogether. A notable casualty this 
year was the venerable Roman Catholic 
school Douai (pronounced Dowie) in the 
Thames Valley. But the future may not be all 
gloom and doom. Attempts are afoot to re- 
invent boarding as a progressive, child- 
friendly option for the hard-pressed modern 
family. 

Just down the road from Douai, in Ox- 
fordshire, another boarding school, Shiplake 
College, offers an example of a successful at- 











tempt to market boarding to a new genera- 
tion of parents. In response to parental pres- 
sure to have closer contact with their 
children, Shiplake has introduced “flexible 
boarding’—giving parents a choice over 
how many nights their children stay at 
school. Parents now have a choice of full- 
time, weekly or flexible boarding. 

Whereas most boarding schools used to 
try and exclude parents from seeing their 
children altogether during term, they are 
now encouraged to visit when they can. 
Boarding is marketed as a lifestyle choice, 
and schools now have to provide a range of 
activities, amenities and creature comforts 
undreamed of by previous generations. 
Charterhouse, one of the poshest and oldest 
schools, has just built a new hall of separate 
study bedrooms for its girls, each with an en- 
suite shower-room. The rise of e-mail has 
also made it easier for parents to feel they are 
staying in touch with their children. Even 
Europeans are now sending their children to 
English boarding schools in increasing num- 
bers, mainly to learn the language. 

With some schools charging over £15,000 
($24,000) a year, the cost of boarding can still 
put many parents off. But the Boarding Edu- 
cation Alliance, a public-relations organisa- 
tion set up in 1997 to “re-brand” boarding, ar- 
gues that boarding can be good value when 
the cost of food, nannies and the school drop 
are totted up for the child that stays at home. 
Schools are beginning to compete on price. 
In the early 1980s, Shiplake actually boasted 
of being the third most expensive school in 
the country. Now its boarding fees are just 
below average. 

But it is “flexi-boarding” that might 
prove the real lifeline for independent 
schools. Some schools have taken this to ex- 
tremes, and now run what is virtually a bed- 
and-breakfast service. The town of Seaford, 
on the Sussex coast, used to be the capital of 
boarding prep schools. Seventeen have now 
closed, and the one that survives, Newlands, 
pioneered flexi-boarding. The school pro- 
vides the complete range of boarding op- 
tions, from full to “sleepover”. Sleepover 
costs £14 a night (cheaper 
than a nanny), and has 
proved very popular. So 
much so that the school ad- 
vertises itself under the slo- 
gan, “Sleepover is cool”. 

Boarding may never actu- 
ally become trendy, least of 
all the full-time sort, but ad- 
vocates of the system hope 
that innovation will at least 
arrest the sharp decline of re- 
cent years. The British have al- 
ways had a gift for re-invent- 
ing traditions which are 
beginning to grow weary. 
Boarding schools may yet 
provide another example. 





THE ECONOMIST DECEMBER 4TH 1999 





FEDERAL REPUBLIC OF NIGERIA 


NATIONAL COUNCIL ON PRIVATISATION 


Technical Assistance on Privatisation Project 
Consulting/Advisory Services 


EXPRESSIONS OF INTEREST 
LEGAL AND REGULATORY CONSULTANTS 


The Federal Government of Nigeria has applied for a credit from the 
International Development Association, and it intends to apply part 
of the proceeds of this credit to payments to carry out consulting 
assignments involving in-depth legal regulatory reform studies 
concerning the following sectors in Nigeria: 


@ Electric Power 
© Telecommunications 


The Consulting services will be executed in phases and would include 
but not be limited to review of existing legal and regulatory framework, 
design of new regulatory frameworks dealing with competition, price 
and tariff controls, third party access and public supply obligations. 


The Bureau of Public Enterprises (BPE), on behalf of National Counci 

on Privatisation, now invites eligible consultants to indicate their 

interest in providing the services. interested consultants. must provide 
formation indi ey are quali arvi 
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BINDERS AND INDEX 


Make your back copies a superb source of reference 
to politics, business, economics and finance. 

Handsomely bound in black with The Economist 
logo blocked in red and gold, our binders will 
preserve your copies of The Economist neatly for 
years to come. 

A set of 4 binders holds 52 issues and includes a 
date pack in gold lettering. 

Order yours today! 
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to enhance their qualifications. Please indicate Clearly which of the two 
(2) sectors you are interested, 


Consultants will be selected in accordance with the procedures set 
out in the World Bank's Guidelines Section and Employment of 
Consultants by World Bank. Borrowers, January 1999 (revised 
September 1997 and January 1999). 


Interested Consultants may obtain further information at the address 
below during office hours, Monday to Friday from 08.00 to 16.00 hours 
GMT. Expression of interest must be delivered to the address below 
by 15th December, 1999. 


Bureau of Public Enterprises (BPE) 
NDIC Building — First Floor 
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* Credit card payments will be charged in £ sterling at the current exchange rate 


Account no:. 
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Ireland and Gladstone and all that 


HIS column does not believe in ghosts. Or at least it thought it 

didn’t. But Bagehot has just received a surprise visit from the 
shade of Gladstone. The great Liberal prime minister who cam- 
paigned for Irish home rule, and whose career ended when he 
failed to achieve it, seemed broadly satisfied with the week’s 
events at Stormont and Westminster. He was sorry to hear that Ire- 
land had been partitioned in 1921, mystified by your columnist’s 
attempts to explain the significance of the European Union, and 
did not much like the look of Martin McGuinness, the 1RA com- 
mander metamorphosed abruptly into Stormont’s kindly educa- 
tion minister. Many things had changed since the Grand Old Man 
said in 1886 that Great Britain's relations with Ireland were “the one 
and only conspicuous failure of the political genius of our race.” 
But he approved the overall thrust 
of the Good Friday Agreement. 
More flabbergasting was his parting 
comment, before striding off for a 
long walk with his arm around a (re- 
deemed) woman of easy virtue. All 
in all, he ventured, and despite all 
the years of distress and bitterness 
engendered by the Irish question, it 
seemed also to have done mainland 
politics a fair bit of good. 

What could the fellow have 
meant? Perhaps it was this. From 
1800 until 1921 Ireland was the most 
persistent issue in British party poli- 
tics. It split the Tories in the 1820s and 
helped to split them again in the 
1840s, keeping them out of power 
for nigh on 20 years. It made a Liber- 
al out of one William Ewart Glad- 
stone. It was later to split his own 
party, in 1886, when he tried for the 
first time without success to get Irish 
home rule through Parliament. 
And--until recent times—Ireland 
was, of course, an issue to be exploit- 
ed for domestic purposes. The Tories 
did this with supreme ruthlessness 
after 1900, when they took up the 
Orange cause and turned it to their 
ownelectoral advantage. 

None of this makes Ireland look much like a benign influence 
on British politics. But during his visit to The Economist, the old 
man may have been trying (he remains, even after his death, no 
less inebriated than he ever was by his own verbosity) to make a 
more subtle point. Through no fault of its own, Ireland and its trou- 
bles became a motor of reform for the whole British state. It was, 
after all, the problems of Ireland that prompted free trade and con- 
stitutional reform on the mainland. And if the unelected heredi- 
tary peers of the House of Lords had not blocked Gladstone's sec- 
ond attempt to introduce home rule in 1893, the Lords would not 
have been so ripe for reform by his Liberal successors in 1911. 

How does Gladstone’s ghostly theory stand up to examina- 
tion? Not at all badly. After Britain imposed direct rule on Ireland 
in 1800, the problems of Ireland became the problems of Britain. 
Gladstone had declared famously that his mission was to “pacify” 
Ireland. Butit was only after 1800 that he and other Victorian politi- 
cians began to realise that they would have to reform Britain in or- 
der to reform Ireland. The Catholic Emancipation Act of 1829, for 
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example, was passed amidst great controversy, and inorder to pla- 
cate the Irish. But it was also a great liberal act that brought relief to 
Catholics in England. The immediate purpose of the repeal of the 
Corn Laws was to help the Irish peasantry caught in the grip of the 
potato famine. Although, in the end, it came too late to help the 
millions of Irish who were forced to emigrate or starve, it hap- 
pened to usher in the great era of free trade in Britain. 

Bagehot cheered up Gladstone’s ghost by telling him that al- 
most all of the hereditary peers had at last been cleared out of the 
Lords by the present government. He had expected his uninvited 
visitor to be cast down at the news of Ireland’s rupture with Britain 
in 1921. This event had seemed at the time to signal the beginning of 
the unravelling of the empire. And, in many ways, it did. But Glad- 
stone’s shade seemed less put out 
than he might have been at hearing 
of this turn of events. Perhaps he de- 
rived a sense of grim vindication 
from it. Had he not rested his case 
for home rule on the theory that 
people could be bound together by 
recognising “the distinctive quali- 
ties of the separate parts of great 
countries”? On his philosophy, 
Britain’s rejection of home rule 
made the mutual estrangement of 
the two islands inevitable. 

Before the end of their strange 
encounter, your columnist made a 
point of presenting his ethereal visi- 
tor with a copy of a splendid little 
book summing up all the recent 
changes in the government of these 
islands (“Devolution in the United 
Kingdom”, by Vernon Bogdanor, 
Oxford University Press). Despite 
his failure ever to meet Gladstone, 
Mr Bognador draws heavily on the 
Old Man’s philosophy to argue that 
Tony Blair’s recent transformation 
of the British constitution is more 
likely to strengthen the union than 
to break it apart. 

Gladstone, Mr Bogdanor de- 
clares, saw Britain not asa single na- 
tion, but as a partnership of four nations. He goes on to argue that 
the Good Friday Agreement and the rest of New Labour's devolu- 
tion plans are remarkably faithful to this vision, providing as they 


do for the creation of a British-Irish Council “to promote the har- | 


monious and mutually beneficial development of the totality of 
relationships among the peoples of these islands”. Tolerance, de- 
volution, diversity: you just do not get more Gladstonian than this. 
The old man should enjoy the book. 

Especially if he has at last acquired a sense of irony. Among the 
many technical difficulties that tripped Gladstone up over home 
rule were an early version of the West Lothian question (that is, 
should nations with their own devolved parliaments continue to 
send mrs to Westminster?) and the conundrum of how much 
power to tax could be devolved from Westminster. In this momen- 
tous week, such matters are far from the minds of Northern Ire- 
land’s euphoric peacemakers. But these old thorns are already be- 
ginning to snag devolution in Scotland. Was it a ghostly laugh 
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THE ECONOMIST REVIEW 


Our reviewers’ favourites 


Stumped about which books to buy as gifts? Our correspondents choose what 
they consider the finest of those published this year 


General non-fiction 


FREEDOM FROM FEAR: THE AMERICAN PEO- 
PLE IN DEPRESSION AND WAR 1929-1945. By 
David M. Kennedy. Oxford University Press; 
936 pages; $39.95 and £30 


An indispensable account of the two great 
formative events of 20th-century American 
history—the Great Depression and the sec- 
ond world war. 

GOTHAM: A History oF New York City To 
1898, By Edwin G. Burrows and Mike Wallace. 
Oxford University Press; 1,416 pages; $49.95 
and £30 

This gigantic volume marvellously conveys 
the enterprise and enthusiasm that has fu- 
elled the world’s most exciting city from its 
earliest days. 

ALL Too HUMAN: A POLITICAL EDUCATION. 
By George Stephanopoulos. Little, Brown; 456 
pages; $27.95. Hutchinson; £17.99 


A memoir among memoirs (whatever one 
thinks of the author). Most people who write 
about themselves are vain, self-justifying 
and self-centred, but this account of life at 
the Court of King Bill is an essay in self- 
abnegation—and beautifully written. 

THE SCOTTISH NATION: 1700-2000. By T.M. 
Devine. Viking; 624 pages; $40. Allen Lane/ 
Penguin Press; £25 

Launched, with great fanfare, as a history of 
Scotland, it starts only in 1700 and has little to 
say about the 2oth century. But it is a master- 
ly account of socio-economic conditions in 
Scotland in the 19th century and raises many 
unanswered questions. 


THE FAITHFUL TRIBE: AN INTIMATE POR- 
TRAIT OF THE LOYAL INSTITUTIONS. By Ruth 
Dudley Edwards. HarperCollins; 459 pages; 
£17.99 

Acombination of personal and professional 
exploration of Ulster’s Orange Order: very 
funny in parts, but the humour only serves 
to point out the tragedy underlying a very 
conservative and, in many ways, upright 
political culture. 
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ANGLOMANIA. By Ian Buruma. Random 
House; 326 pages; $25.95. Published in the UK 
as VOLTAIRE’S COCONUTS: OR ANGLOMANIA 
IN Europe. Weidenfeld & Nicolson; £18.99. 


An original history, leavened with personal 
anecdotes, which gives a profound and very 
readable insight both into how Europeans 
have viewed Britain and Britain’s current de- 
bate about its role in Europe. 

ENGLAND’s THOUSAND Best CHURCHES. By 
Simon Jenkins. Allen Lane/Penguin Press; 896 
pages; £25 


A celebration of the beauties the English 
should treasure as a great national museum. 
The sting in the tail is the author's warning of 
what has happened to the places in which 
these churches stand, the squandering of 
landscape while “brownfield” areas and 
desolate towns cry out for transformation. 
THE SEARCH FOR THE PANCHEN LAMA, By 
Isabel Hilton. Viking; 352 pages; £20. To be pub- 
lished in the United States by Norton in April 
2000 


Meticulously researched by a British jour- 
nalist with a deep knowledge of China and 
Tibet and unusual access to the Dalai Lama. 
As an account of one of the most sensitive 
episodes of contemporary Asian history, 
this book cannot be bettered (see page 11). 
ASIAN ECLIPSE: EXPOSING THE DARK SIDE OF 
Business IN Asia. By Michael Backman. John 
Wiley; 420 pages; £12.99. 


Michael Backman gets his hands dirty by 
delving into many of the region’s corporate 
and political dynasties, and dishes up plenty 
of astonishing dirt. The bonus is that he real- 
ly understands why business evolved the 
way it did in Asia. 

TWENTIETH CENTURY: A HISTORY OF THE 
WORLD FROM 1901 TO THE PRESENT. By J. M. 
Roberts. Penguin Putnam; 928 pages; $39.95. 
Allen Lane/Penguin Press; £20 


The most comprehensive, objective, geo- 
graphically neutral and yet accessible his- 
tory of the century yet published in English 
(see page 4). 

























Tre BANK: THE BIRTH OF EUROPE’S CENTRAL 
BANK AND THE REBIRTH OF EUROPE’S POWER. 
By Matt Marshall. Random House Business 
Books; 434 pages; £25 


-A unique look into the inner workings of the 
bank charged with steering the $6 trillion 
< euro-zone economy, based on surprisingly 
` candid interviews with all the important 
protagonists. 


© THe PIANIST: SURVIVING THE HORROR OF 
WARSAW, 1939-45. By Wladyslaw Szpilman. 
Picador; 222 pages; $23. Victor Gollancz; £12.99 


The last live broadcast on Polish radio in 
1939, a piano piece played by Wladyslaw 
Szpilman, was interrupted by German shell- 
ing. The same pianist played the same piece 
when broadcasting resumed six years later. 
Mr Szpilman’s account of the years in be- 
tween isa tribute to the power of description 
and of music. 





Tue Tuur. By Anna Pavord 
Bloomsbury; 448 pages; $40 and £30 


~ It took seven years of travel and research to 
`- create this magnificent history of the genus 
tulipa, its 1,200 species and the financial 
© madness it once inspired. 

THE CRIME OF SHEILA McGough. By Janet 
Malcolm. Knopf; 162 pages; $22. Papermac; £12 


Superficially a book about a miscarriage of 
justice and a journalist’s desire to set the re- 
cord straight; in fact, itis about the stories we 
` construct to make our world manageable 
and which we then deceptively but compul- 
sively characterise as “true”. 

RAISING Spirits, MAKING GOLD AND SWAP- 
PING Wives: THE TRUE ADVENTURES OF DR 
Jonn DEE AND SiR EDWARD KELLy. By 
Michael Wilding. Shoestring Press; 495 pages; 
£9.99. 

‘The story of Queen Elizabeth I's necroman- 
cer, John Dee, as transcribed from original 
documents interspersed with Michael Wild- 
ing’s own words. A piece of esoterica de- 
signed to startle and delight the modern 
reader. 

Ex LIBRIS: CONFESSIONS OF A COMMON 
Reaper. By Anne Fadiman. Farrar, Straus 
and Giroux; 162 pages; $16. Penguin; £9.99 








The pleasures of reading have been the spe- 
cial province of essayists from Montaigne 
onwards. Rarely have the pleasures of books 
and life been so happily evoked as this. 


Biography 





MANDELA: THE AUTHORISED BIOGRAPHY. By 
Anthony Sampson. Knopf; $30. HarperCol- 
lins; 678 pages; £24.99 

Far more revealing than Nelson Mandela’s 
autobiography. This snappily written ac- 
count sets his personal journey in the con- 
text of national and international politics, so 
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we learn what was being plotted in London 
and Washington while the prisoners of Rob- 
ben Island argued fiercely about what sort of 
society they wanted in South Africa. 


BERLIOZ (VOLUME 2): SERVITUDE AND 
Greatness. By David Cairns. Allen Lane/ 
Penguin Press; 672 pages; £25. To be published 
in the United States by University of Califor- 
nia Press in spring 2000 


Monumental in ambition, scale and 
achievement, this long-awaited second vol- 
ume of David Cairns’s biography helps to 
place Berlioz on the same cloud as his con- 
temporaries, Wagner and Verdi (see page 12). 

GLADSTONE (VOLUME 2): HEROIC MINISTER 
1865-1898. By Richard Shannon. University of 
North Carolina Press; 720 pages; $49.95. Allen 
Lane/Penguin Press; £25 


A deeply convincing portrait of the great 
statesman by a historian who lives and 
breathes Victorian England. 

LATER AUDEN. By Edward Mendelson. Farrar, 
Straus and Giroux; 582 pages; $30. Faber; £25 


Asumming up of the most remarkable liter- 
ary custodianship of the century, Ed Men- 
delson’s brilliant anatomy of Auden’s career 
as a poet and magus in America is an intel- 
lectual and artistic tour de force. 

TRUFFAUT. By Antoine de Baecque and Serge 
Toubiana. Knopf: 400 pages; $30 


Drawing on notes for an autobiography, the 
authors have written a definitive life of the 
New Wave director and his pioneering work 
as critic and film maker. 


Science 


GENOME: THE AUTOBIOGRAPHY OF A SPE- 
CIES IN 23 CHAPTERS. By Matt Ridley. Har- 
perCollins; 352 pages; $26. Fourth Estate; 
£18.99 


A delightful tour through modern biological 
thought. The author illuminates topics as di- 
verse as disease, sex, politics and free will by 
picking a single gene from each human chro- 
mosome and explaining its ramifications. 
THE River: A JOURNEY BACK TO THE SOURCE 
OF HIV AND Alps. By Edward Hooper. Little, 
Brown; 1,104 pages; $35. Allen Lane/Penguin 
Press; £25 





Edward Hooper meticulously sifts the evi- 
dence that aips was first spread in an Afri- 
can polio-vaccination trial. He uncovers a 
number of awkward questions. 


THE Cope BOOK: THE EVOLUTION OF SECRE- 
CY FROM Mary, QUEEN OF SCOTS TO QUAN- 
TUM CRYPTOGRAPHY. By Simon Singh. Dou- 
bleday; 416 pages; $24.95. Fourth Estate; £16.99 


Secret codes and ciphers have a long history, 
which Simon Singh skillfully illuminates us- 
ing the same mix of historical drama and clear 








technical explanation that made his previous 
book, “Fermat's Enigma”, a bestseller. 


Fiction 


DisGRACE. By J.M. Coetzee. Viking; 256 pages; 
$23.95. Secker & Warburg; £14.99 


The Booker Prize winner describes how col- 
lective guilt demands a hideous gesture of in- 
dividual atonement in South Africa. 

CLose RANGE: WYOMING STORIES. By Annie 
Proulx. Scribner; 352 pages; $25. Fourth Estate; 
£12 


Annie Proulx takes her place as the Ovid of 
Wyoming with this collection of 11 stories set 
inaranchland wilderness. 


THE Parto Papers. By Peter Ackroyd. Dou- 
bleday; 139 pages; $19.95. Chatto and Windus; 
£12.99 


Two thousand years from now a scholar 
pores over fragments of our civilisation. A 
hilarious antidote to the pomposities of our 
age. 





For THE RELIEF OF UNBEARABLE URGES. By 
Nathan Englander. Knopf; 205 pages; $22. 
Faber and Faber; £9.99 


A pointed and poignant debut group of 
short stories set in the Hassidic community, 
which manages to offer illumination not just 
on the Hassidim (who are rarely described in 
fiction) but also universal desires. 
REMEMBRANCE Day. By Henry Porter. Orion; 
373 pages; £12.99. To be published in the United 
States by Simon & Schuster in May 2000 





A world-class thriller that offers unusual in- 
sight into the workings of the security ser- 
vices with a deceptively clever use of tech- 
nology asa story-telling device. 


THe RHYTHM SECTION. By Mark Burnell. Har- 
perCollins; 370 pages; £9.99. Tobe published in 
the United States by HarperCollins in Janu- 
ary 2000 


In Stephanie/Petra, a prostitute-turned-ter- 
rorist, Mark Burnell has created a rounded 
literary character and a memorable heroine. 
But who is she really? A fine debut. 
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20th-century history (1) 


First the facts... 


F YOU-—whether in Europe or Asia, the 

Americas or Africa—would like to buy, 
read or merely browse in just one broad his- 
tory of the past 100 years, then John Roberts's 
“Twentieth Century” is the one to get hold of. 
Mr Roberts is a British historian who in 1976 
took the bold, some would say reckless, step 
of publishing a one-volume “History of the 
World” for the general reader, which man- 
aged to be readable, learned and hugely suc- 
cessful. Since then, by his standards, he has 
become more specialist, with a “History of 
Europe” in 1996, and now one of a mere cen- 
tury, albeit in all its dimensions: political, 
economic, cultural, intellectual, scientific. 

Not surprisingly, Mr Roberts’s book 
faces plenty of competition. But of those in 
English that are able to stand comparison on 
grounds of breadth, authority and accessi- 
bility, none can match, or has chosen to 
match, this book’s greatest strength: that it 
looks at the world as a whole, from no overt 
national bias or interest, and seeks to ap- 
praise the broad patterns that it finds from as 
objective a standpoint as possible. 

The best other books on the century that 
have been published so far are all special- 
ised or biased in their own way. Robert Con- 
quest’s “Reflections on a Ravaged Century” 
is a study of the destructive role of ideology 
by agreat British scholar of the Soviet Union. 
The three-volume history of the century just 
completed by Churchill's official biogra- 
pher, Martin Gilbert, is essentially a rather 
daunting encyclopedia, with a chapter on 
every single year (the latest volume, “Chal- 
lenge to Civilisation”, covers 1952-99). 

Two books have been adorning Ameri- 





TWENTIETH Century: A HISTORY OF 
THE WORLD, 1901 TO THE PRESENT. By 
JM. Roberts. Penguin Putnam; 928 
pages; $39.95. Allen Lane/Penguin 
Press; £20. 

REFLECTIONS ON A RAVAGED CEN- 
TURY. By Robert Conquest. Norton; 334 
pages; $26.95. John Murray; £25. 
CHALLENGE TO CIVILISATION: A His- 
TORY OF THE TWENTIETH CENTURY, 
1952-1999. By Martin Gilbert. William 
Morrow; 1,087 pages; $35. HarperCol- 
lins; £29.99. 

THE AMERICAN Century. By Harold 
Evans. Knopf (1998); 800 pages; $50. Jon- 
athan Cape; £40. 

THe Century. By Peter Jennings and 
Todd Brewster. Doubleday (1998); 624 
pages $60. Distributed in the UK by 
Publishers Marketing Services; £39.95. 
Dark CONTINENT: EUROPE’S TWENTI- 
ETH CENTURY. By Mark Mazower. 
Knopf; 512 pages; $30. Penguin; £8.99 
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can coffee-tables but are much 
better than that often dismissive 
description suggests: Harold Ev- 
ans’s “The American Century” 
and “The Century” by Peter Jen- 
nings and Todd Brewster. Though 
both rely heavily on pictures, their 
texts are well-written, well-re- 
searched and well worth reading. 
But, explicitly in Mr Evans's case 
and in practice also in his rivals’ 
book, these are American histor- 
ies, seeing the entire pattern of 
events through the prism of the 
United States. 

A century ago, Mr Roberts’s 
Oxford forebears might well have 
done a similar thing: their histories 
would have had British people and interests 
slap bang in the centre. But one of the good 
by-products of the decline of Britain as a po- 
litical and economic power since 1900, and 
the collapse of its empire, is that the best Brit- 
ish historians are now likelier to take a view 
that is independent of geography or nation. 

That is what Mr Roberts has done. The 
result is not only that you can use this one 
book to learn about trends and events in Lat- 
in American, Asian and African history, as 
well as in the more commonly explored re- 
gions of Europe and North America, but also 
that you can thereby begin to understand 
the degree to which those trends and events 
in different parts of the globe were connect- 
ed to one another. That would be useful in 
any century, but is surely essential in this 
one. For one of the great themes of the period 
has been the shrinking of the globe, the 
growing interchange between events, ideas 
and activities in the world’s various corners. 

This was also true in the 19th century, 
with its empires, electric telegraph and 
steamships, but the exchanges of influence 
were more superficial then. With radio, tele- 
vision, telephony, satellites and jet aircraft, 
mutual influence and interdependence has 
now become far greater. There is still no “glo- 
bal village”, in Marshall McCluhan’s famous 
(1962) words, and perhaps there never will 
be. But glorious or inglorious isolation is now 
barely an option. 

Although Mr Roberts sees the world as a 
whole, and draws out global developments 
in science, religion and the status of women, 
among others, one of his principal themes is 
that one region has played, and continues to 
play, a dominant role in world events. That 
region is Europe. This century has brought to 
an end several centuries of European hege- 
mony, during which world history was dri- 
ven by European politics, power and tech- 
nology. Power has crossed the Atlantic to the 
United States, as well as being dispersed to 
China, Japan and elsewhere. 

Yet, in Mr Roberts’s view, although Eu- 
rope is no longer dominant or even terribly 
important, European ideas—ie, ideas that 
originated in Europe—remain at the centre 
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of world politics, science and much else. 
That is perhaps another way of saying that 
the ideas around which the world is increas- 
ingly organised are the liberal ideas of the 
18th and i9th centuries, which have had to 
battle against another 19th-century Euro- 
pean idea—Marxism—but seem finally to be 
taking a broad hold. 

Will they continue to do so? That is nota 
question Mr Roberts would seek to answer. 
He has too much respect for the ebb and 
flow of history, and the complexity of hu- 
man affairs, to consider prediction to be 
worth even a single page. A related strength 
of this book, especially vital in a work of con- 
temporary history, is that he succeeds in us- 
ing the same tone and methods in writing 
about the 1980s and 1990s as about more dis- 
tant decades. For those earlier periods, he is 
careful to avoid judging people and events 
merely with the wisdom of hindsight: his 
sympathetic account of the making of the 
since much-derided Treaty of Versailles in 
1919is a notable example. For more recentde- 
cades, he tries to avoid mixing facts with po- 
litical preferences, which is a weakness in 
Mark Mazower’s otherwise excellent “Dark 
Continent”, in which the tone changes 
markedly in the final chapters. 

If Mr Roberts’s book has a significant 
weakness, it lies in his treatment of econom- 
ics. Too often, he writes as if economic 
change is something that just happens, an 
exogenous factor as economists would term 
it, rather than as something affected by, as 
well as affecting, the people and politics of 
the day. The struggle to manage—or, more of- 
ten, to mismanage—economies has been an 
important aspect of the greatest period of 
material development that the world has 
ever seen. Mr Roberts acknowledges this, 
but could usefully have explored it further. 

Yet this is to cavil. A broad, sweeping 
book such as this cannot please all the spe- 
cialists, whether on topics or times. That it 
covers such a long period, in so many dimen- 
sions, with such clarity, credibility, care and 
even-handed scholarship is nothing less 
than a triumph. 
athe SO all 
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-20th-century history (2) 


_..then the 
ethics 


Humanity: A MORAL HISTORY OF THE 
TWENTIETH CENTURY. By Jonathan Glover. 
Jonathan Cape; 496 pages; £18.99 


E THINK with special shame of the 

2oth century. It has been bloody be- 
yond imagination. The numbers of dead in 
war, atrocity and famine, of refugees, or- 
phans and mourners, are too huge for us to 
grasp fully. The clamouring of so many vic- 
tims demanding remembrance and a guar- 
antee that terror will never be unleashed 
again, so deafens us that sometimes we hear 
only silence. It makes one think that this is a 
morally peculiar age, and one readily scape- 
` goats the Enlightenment, science, the loss of 
religion, and the “philosophers of suspi- 
cion”, like Nietzsche, who attacked and de- 
stroyed conventional morality. 

Such is the revulsion felt at the age, says 
Jonathan Glover in this study of 2oth-cen- 
© tury inhumanity, thatethics need tobe com- 

pletely rethought. Yet, less than a page fur- 
theron, Mr Glover admits that the only thing 


special about the century’s moral horrors is 
their scale. Humans have throughout history 
committed mass murder, pogroms, extermi- 
nations, cruelties and barbarisms. Since the 
19th century the technology for doing so on 
an increasing scale has developed at a fright- 
ening rate. 

The straws were in the wind as early as 
the American civil war, and should certainly 
have been learned—but were not—by the 
first world war when the recipes for butch- 
ery included such traditional fare as infantry 
marching at walking pace in line abreast to- 
wards machineguns; the novelty was the 
high explosive shells dropping on them and 
the poison gas enveloping them. 

By the end of the next war these were 
long outdated, for the age of weapons of 
mass destruction had dawned, along with 
long-distance missiles and the involvement 
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of civilian populations in aerial bombing 
campaigns. But even these alone, for all the 
tens of millions thus killed, would not have 
given the century its special character of vile- 
ness. For that, Hitler, Stalin and Pol Pot were 
required. Gas chambers for mass extermina- 
tions, machinegunning and torching of ku- 
lak villages, slaughter of whole populations, 
all in the various names of ideology, racial 
hatred, or political purification, and all on a 
grand scale, add a dimension to the moral 
history of the century which previous mass 
murderers—whether kings, priests, or lead- 
ers of rebellions—-could only dream about. 

Despite the uneasily mixed premise Mr 
Glover starts with—-that only the scale of the 
horrors is new, but that this demands a re- 
thinking of ethics—what he goes on to say, 
both in recounting the horrors themselves 
and in meditating on the lessons to be drawn 
from them, is profoundly interesting. He 
moves between philosophy and history, dis- 
cussing the conditions for moral life and the 
psychology of war and tribalism, the use of 
terror as a political instrument, and the ideo- 
logical effort to remake humanity by 
“cleansing” it, as the Nazis claimed to do. In 
each case his aim is to identify where things 
went wrong, and to suggest ways to prevent 
them from going wrong again. 

One problem Mr Glover identifies is “the 
fading of the moral law”, associated with the 
departure of religious traditions of morality 


as a social influence. And what he regrets 


most is the passing of the culture of moral 
concern they helped to foster. As a means of 
rewaking morality in this climate of reduced 
moral sensibility, he says that we need to hu- 
manise our ethics, that is, to root itin human 
needs and values. This is a task that requires 
thought; it is a tentative and exploratory 
matter, aimed at making the best of the sense 
of moral identity each individual needs to 
foster, and at exploiting properly the human 
responses, especially sympathy. 

These can fail, not least when insuffi- 
cient moral imagination is brought into play; 
Mr Glover cites the case of Richard Nixon 
and his advisers deciding to bomb Cambo- 
dia: “they sent death and suffering to people 
they hardly felt were real”. This shows, Mr 
Glover says, that “social and personal culti- 
vation of the moral imagination” is a neces- 
sity, because that is the best hope for restor- 
ing a morality which works with the grain of 
human nature and thus helps to steer us 
away from repeating the disasters of the past 
hundred years. 

One of Mr Glover’s motivations in re- 
viewing, in some detail, this atrocious recent 
history is that “the past lives on in the pre- 
sent”, in the sense that we can learn from it, 
and be guided towards the light by its dark- 
ness. Only if we understand the past can we 
hope to avoid reliving it. The task is especial- 
ly urgent because of the vast and terrifying 
efficiency with which all the jobs of mur- 
der—whether of armies or whole cities, of 








“undesirable” (to this racist or that dictator) 
peoples or groups—can now be carried out. 
The clock cannot be turned back on these de- 
velopments, so the only hope is that we can 
be persuaded to think and act differently to- 
wards one another. “It is too late to stop the 
technology,” Mr Glover points out; so “itis to 
the psychology that we should now tum.” 


Millenarianism 
Party time 


LONGING FOR THE END: A History OF MiL- 
LENNIALISM IN WESTERN CIVILIZATION. By 
Frederic J. Baumgartner. St Martin’s; 288 
pages; $26.95. Macmillan; £30. 


MESSIANIC REVOLUTION: RADICAL RELI- 
GIOUS POLITICS TO THE END OF THE SECOND 
MILLENNIUM. By David S. Katz and Richard 
H. Popkin. Hill & Wang; 352 pages; $26. Allen 
Lane/Penguin Press; £18.99 


MS bugis right. Incessant talk 
about the upcoming millennium has 
been bugging everybody all year. To many 
the very word “millennium” has become ab- 
horrent: a dreary cliché of the mass media. 
And if the sceptics are to be believed, this 
fantastically over-hyped fin de siécle looks 
set to be one gigantic headache. Will there be 
enough money in the cash dispensers to last 
out the festive season? Will it be safe to tra- 
vel? Will it be possible to run a hot bath? Is it 
too late to book a table at the Oak Room for 
new year’s eve? Or should one be hoarding 
tinned sardines and bottled water instead? 

Not only has overuse dulled the potent 
mystique of the word “millennium”: it has 
directed attention away from its other mean- 
ing too. Strictly speaking, the “millennium” 
refers not to any fancy end-of-year wing- 
ding but to the thousand-year reign of Christ 
and his saints on earth before the end of 
time, as described—in vivid and sumptuous 
detail—in the Book of Revelation. 

This way of thinking is, however, by no 
means exclusively Christian. It is an endur- 
ing feature of most major religions. The ori- 
gins of millenarianism may lie in the teach- 
ings of the Persian prophet Zoroaster—active 
perhaps as early as 1300Bc. It was not un- 
known in Vedic India, ancient Egypt and 
Mesopotamia. It was also found in Islam at 
the end of the 16th century, Judaism, Bud- 
dhism and in Norse mythology. It features 
prominently in the wacky views espoused 
by New Agers, cultists, devil worshippers, 
white supremacists and even among the 
more regular evangelical Christians. 

The details have always differed, but the 
basic millenarian scenario has remained 
much the same over the centuries. Small 
groups of people, often members of an op- 
pressed or alienated minority, come togeth- 
er under the influence of a charismatic 
leader. Together the group rejects the laws 
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and mores of the rest of society and settles 
down to await an imminent apocalypse. 
Historical events are eagerly interpreted as 
portents of the forthcoming upheaval. A 
time of great tribulation, violence and chaos 
in the natural world, the group believes, will 
be followed by the coming of a new heaven 
and new earth. The select few shall enjoy a 
period of millennial bliss—while horrific 
punishments ensue for their enemies. 

Two new books chart the history of mil- 
lenarianism from its remotest origins to the 
present day. Each book takes a roughly chro- 
nological approach and focuses primarily 
on the Christian tradition. They cover much 
the same ground and draw on many of the 
same sources. 

Both books, perhaps inevitably, are 
haunted by the 1993 incident at Waco, Texas, 
in which David Koresh, leader of a Christian 
cult known as the Branch Davidians, and 74 
of his followers died following a tense 51-day 
siege by government troops. Both relate the 
example of Waco to earlier events in order to 
emphasise the consistency of millenarian 
thought through the ages. For the events at 
Waco were strikingly reminiscent of another 
siege four-and-a-half centuries earlier at 
Münster in northern Germany. David Katz 
and Richard Popkin in “Messianic Revolu- 
tion’ explain: “There, too, a group of religious 
radicals set up what they considered a divine 
community of Anabaptists behind a protec- 
tive wall and held off the authorities for 16 
months, until June 25, 1525, when the gates of 
Miinster mysteriously opened from within, 
allowing the capture of the city by Prince- 
Bishop Franz von Waldeck, who massacred 
nearly everyone inside.” The authors argue 
convincingly that “much of modern reli- 
gious radicalism can be traced to earlier 
groups and theologies”, and also that “it is 
impossible to understand sects like the 
Branch Davidians without this historical 
perspective.” 

The pursuit of these connections leads in 
all manner of interesting directions. The very 
richness of the subject~combined, no 
doubt, with the restriction of limited space— 
has, however, led to some conspicuous 
omissions. Neither book does more than ac- 
knowledge the astonishingly rich literary 
heritage which millenarianism has inspired. 


neces ATU rane 


Nevertheless, both offer an abundance 
of fascinating details to compensate— 
particularly from the realms of science 
and politics. The devotees of millenari- 
an thought have included influential 
thinkers and statesmen from Newton, 
Cromwell and Napoleon to Madame 
Blavatsky and Ronald Reagan—each 
with his or her own theories on every- 
thing from astronomy to uros, and im- 
perial dominion to social reform. 

Nowadays, the interests of science 
and politics are hard to separate. Freder- 
ic Baumgartner in “Longing for the End” 
relates an interesting anecdote on this 
score. Asked what went through his mind 
when he witnessed the detonation of the 
first atomic bomb, Robert Oppenheimer re- 
plied with a quotation from the Hindu epic, 
“Bhagavadgita”: “Now I am become death, 
destroyer of worlds.” Oppenheimer’s inter- 
locutor, a reporter named William Laurence, 
also present at the detonation, had a very dif- 
ferent reaction. The spectacle of the explo- 
sion reminded him, he said, of the initial cre- 
ative fiat of Genesis: “Let there be light”. The 
bomb seemed to him to announce a whole 
new era of scientific possibility. The two re- 
sponses hold in chilling suspension the es- 
sence of millenarian belief, with its double 
aspect of desolation and renewal. 


Japanese history 


Strength and 
adversity 


EMBRACING DEFEAT! JAPAN IN THE WAKE 
OF WorLp War H. By John W. Dower. 
Norton; 676 pages; $29.95. Allen Lane/Pen- 
guin Press; £25. 

DOWNFALL: THE END OF THE IMPERIAL 
JAPANESE Empire. By Richard B. Frank. 
Random House; 484 pages; $35 


OOKING back half a century after the ca- 
pitulation of one of the most brutal mili- 
tary machines ever to butcher and rape its 
way across Asia, the puzzling thing about 
modern Japan is not how superficial and 
fragile its American-begotten institutions 
are, but just how enduringly robust they 
have become. How did these once militaris- 
tic people turn so quickly and completely 
into so formidable a bastion of democracy? 
One day Hirohito’s armies were 
rampaging through China, Ma- 
laysia, Indonesia and the Philip- 
pines, leaving a trail of unspeak- 
able cruelty and rapacity. The 
next day they were sleeping with 
the enemy and welcoming his 
presence into their lives and 
homes. 
Clearly, something extraordi- 
nary happened in the months 
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that followed the Japanese surrender in Au- 





gust 1945, Just how extraordinary is brilliant- 


ly elucidated in John Dower’s latest and 

most consummate summation, “Embracing 

Defeat”, which won a National Book Award 

last month, Many who have struggled to un- 

derstand Japan will have studied the au- ` 
thor’s 1972 doctoral thesis at Harvard, subse- 
quently expanded into the classic, “Empire 
and Aftermath”, that has remained on read- 
ing lists for East Asian studies ever since. Pre- 
viously, Mr Dower mapped the political to- 
pography of Japan in the years leading up to, 
during and after the Pacific war through the 
eyes of Shigeru Yoshida, who became prime 
minister during the allied occupation. Here 
he provides a social commentary from the 
ground up, as an exhausted and despairing 
people picked their way through the rubble. = 

As the author notes, the euphoria of the = 
first year of Japan’s war in the Pacific turned 
into a chimera, a dream within a dream, 
when the tide of its military advance petered 
out and news of the bloody retreat leaked 
out back home. The Japanese learned pain- 
fully to dismiss the military’s rhetoric along 
with their own delusions as mere “victory 
disease”. And when the inevitable finally 
happened, the defeat was so total, the sur- 
render so unconditional and the disgrace of 
the militarists so complete that all the pub- 
lic’s stifled frustration, anger and contempt 
burst like an overfilled dam. Emptied of all 
aspirations and ideology, the Japanese spent 
the next seven years (the allied occupation 
lasted almost twice as long as the Pacific war 
itself) having their minds filled with a whol- 
ly new vision and set of dreams. 

To call it a “sensual embrace”, as the au- 
thor does, may be stretching a point— 
though certainly the panpan ladies who 
brazenly prostituted themselves to the 
American conquerors were neither an un- 
derclass nor an obscure minority. Above all, 
however, it was General MacArthur's deci- 
sion not to have the emperor indicted for 
war crimes, nor even allowed to abdicate, 
that did more than anything to heal the Japa- 
nese psyche. In absolving Hirohito, MacAr- 
thur not only gave the Japanese people back 
their emperor, but allowed them collectively 
to absolve themselves of all responsibility in 
the process. If Hirohito, in whose name all 
military deeds were expedited, was not him- 
self held accountable for the war, then how 
could anyone expect the people at large to 
think seriously about their own responsibil- 























ities? Free of guilt as well as delusions, the 
Japanese people were ready, thirsty even, for 
anew ideology. 

In the eyes of the vanquished Japanese, 
what made America great and victorious 
was that it was unimaginably rich. And what 
made democracy so appealing was that it 
was clearly the way to become prosperous. 
Thus, democracy meant not only the intel- 
lectual freedom to think and say what one 
pleased, but also the economic freedom to 
do whatever one chose. The panpan ladies, 

` with their brightly rouged lips and colourful 
clothing, had merely been the first to grasp 
the new ideology—materialism—that was to 
“become the creed of modern Japan. 
Those wishing to learn more about the 
_ change in national mood that finally over- 
whelmed Japan during, rather than after, the 
war should turn to Richard Frank’s latest 
work, “Downfall”. Mr Frank does a masterly 
job of documenting the impact that Ameri- 
“can bombing, prior to Hiroshima and Naga- 
saki, had on Japan’s industrial capacity and 
civilian morale. 

Unlike the British and Germans with 
their carpet bombing of one another, the 
Americans put their faith in daylight preci- 

“sion raids—and set out to pick off Japan’s en- 

< gineering factories one at a time. But with 
only one in five bombs landing within five 
square miles (13 sq km) of its target, the local 
civilian population bore most of the dam- 
age, as they also did in Europe. But even that 
did little to shake Japanese resolve. What did 
was the change in tactics that resulted from 
lessons learned by Britain’s bomber com- 
mand after it had firestormed Hamburg and 
Dresden and killed 105,000 people. The 
American airforce subsequently traded the 
high-explosive bombs carried by its B-29s 
for incendiaries. The crowded cities of Japan, 
with their wooden houses and paper walls, 
burnt with a ferocity never seen before. 

Did Roosevelt's strategy succeed in de- 
stroying Japan’s civilian resolve as well as its 
capacity to wage war? The blockade certain- 
ly had an effect—as testified by Japan’s loss 
of shipping and its dwindling imports of raw 
materials, But the evidence for the effective- 
ness of America’s bombing campaign re- 
mains mixed. Prior to March 1945, fewer than 
1,300 people had died during air raids on To- 
kyo. Buton the night of March 1oth, when the 
capital was hit with some 1,600 tons of incen- 
diaries, an estimated 100,000 people lost 
their lives. The Tokyo authorities were still 
finding bodies three weeks later. Similar dev- 
astation was subsequently wreaked on 60 
other cities across Japan. The impact on local 
services, let alone civilian morale, was stag- 
gering. Yet, as Mr Frank explains, the war for 
the allies was far from won. Aircraft produc- 
tion in Japan had continued to rise from 
5,000 in 1941 toover 28,000 by the end of 1944. 
It was only in the last months of the war, 
when bureaucratic bungling and critical 
shortages at last began to take their toll, that 
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Japan’s output of aircraft and other military 
equipment dwindled. Thus, the author's 
question: was the subsequent atomic bomb- 
ing of Hiroshima and Nagasaki really neces- 
sary? There is no question that, even after the 
incineration of its cities, Japan still had the 
capacity to inflict unacceptable losses upon 
an invading army. The received wisdom is 
that 200,000 Americans would have per- 
ished just taking Kyushu; a further 400,000 
would have been killed securing the Kanto 
plain around Tokyo. Pacifying the rest of the 
country would have resulted in unthinkable 
casualties. Under the circumstances, Japan 
would have been in a strong position to bar- 
gain for a negotiated peace. 

The atom bombs dropped on Hiroshi- 
maand Nagasaki changed all that. Ironically, 
the evidence suggests that the people on the 
home front, far from rebelling, would proba- 
bly have stumbled on. It was the military 
government which concluded that, having 
such superior weapons, the Americans 
would no longer need to invade Japan. Gone 
therefore was their last line of defence. From 
that moment on, the Japanese government 
decided that the only remaining option was 
tosue for peace and accept the allied terms of 
unconditional surrender. 





British history 


Islands in the 
stream 


Tue Istes: A History. By Norman Davies. 
Oxford University Press; 1,280 pages; $45. 
Macmillan; £30 


OGENRE of history-writing is quite so 

deadening as the comprehensive na- 
tional narrative, from its earliest origins to 
the latest turn of events. If the unaffected 
mythography once served up to British 
school-boys—H. E. Marshall's Edwardian 
classic, “Our Island Story”, is a good exam- 
ple—has gone out of fashion, what has typi- 
cally succeeded it is little better: long and 
worthy institutional compendia of excruci- 
ating respectability and dullness. This is a 
field where only an idiosyncratic essay by a 
strong temperament yields anything memo- 
rable. Geoffrey Elton’s 1994 squibis an exam- 
ple—“The English” (Blackwell; $23.95 and 
£16.99) from Vortigern to Thatcher crisply 
wrapped up in no more than a couple of 
hundred pages. 

Norman Davies’s new book is the dia- 
metric opposite of Mr Elton’s, in both scale 
and argument. But it belongs to the same cat- 
egory. For all its great length, it miraculously 
retains the pace and exhilaration of an icon- 
oclastic essay. Mr Davies has set out to de- 
molish the Anglocentric version of the his- 
tory of the islands that now form the two 








western-most members of the European 
Union—and above all the myths that have 
long accreted round their description as 
“British”, He starts around 6000 Bc—long be- 
fore the English Channel existed—and takes 
his account up to the time when England 
and the continent have been reconnected 
underneath it. Errors of detail, perhaps inev- 
itable in a one-man undertaking on this 
scale, should not distract readers from the 
force of the central argument. 

Two polemical targets dominate the 
book. The first is the falsity of any image of a 
continuous, let alone homogeneous, nation- 
al identity that could serve as the basis for a 
history of England—tacitly identified with 
Britain—forgetting the long record of Celts, 
Germans, Scandinavians and French in the 
islands, and the role of Scots, Irish and Welsh 
down to the present. 

The second is the illusion of national 
self-containment, the belief that, since the 
Norman Conquest, English experience has 
unfolded within its own unique parameters, 
separating it radically from the continent. 
“The Isles” seeks both to break down the 
supposed historical unity of Britain from 
within, and also to open it up to Europe from 
without. 

To this end, Mr Davies concentrates on 
statecraft, culture and language as the mak- 
ers of collective identity. Economic and so- 
cial history are pushed to the margins; in- 
deed, they become virtually parenthetical. 
Since imbalance of one kind or another is a 
condition of any interesting narrative on, 
such a scale, few are likely to regret this one- 
sidedness. 

In an imaginative device, each chapter is 
framed by a vivid initial vignette—rendered, 
so to speak, “live”—from the epoch in ques- 
tion, and ends with an astringent survey of 
the way in which historians later chose to 
think of that period. In both registers, the 
first half of the book, from pre-history 
through the Dark Ages to the Hundred Years’ 
War, is outstanding. Energy, clarity and irony 
mark the writing throughout. Aimed, de- 
spite its girth, at a general audience, the book 
deserves one in every way. 

In part, this is because it is a tract for the 
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times. Under a New Labour government 
that has muffled social and economic de- 
bate with its constant talk of a “third way”, 
and is hesitantly unstitching patches of 
what was once supposed to be the seamless 
garment of the United Kingdom, a history of 
the country highlighting long-range pro- 
blems of political order and identity hits the 
nerve of the hour. Not that Mr Davies's note 
has much in common with front-bench pi- 
eties. He is particularly withering in his scorn 
for what he sees as the mystifications of the 
English parliamentary tradition (allegedly 
nurtured since the Middle Ages), the trum- 
pery of modem British monarchy, the ob- 
scurities of English common law and the me- 
diocrity of the current batch of British 
politicians. 

Devolution in Scotland and Wales, he 
also remarks, is essentially an attempt to re- 
peat for “the inner empire” the kind of hold- 
ing operation once vainly devised for the 
“outer empire”—-the White Dominions in 
miniature. He cheerfully looks forward to a 
future in which Scotland's independence is 
truly won, Ireland is united, England is a re- 
public, and the United Kingdom has van- 
ished along with the Empire for which it was 
brought into being. Then, finally, the Isles 
would have rejoined the Europe from which 
the construction of “Britain” so long isolated 
them. 

Mr Davies's political prospect is, for any 
pro-European, attractive enough. But the his- 
torical argument behind it is not always 
quite so persuasive. In keeping with his em- 
phasis on ideals, values and beliefs, Mr Da- 
vies sees the English Reformation as a cata- 
strophic rift that tore the islands away from 
the continent, setting the direction for an ar- 
rogant “spiritual isolation” that was to last 
for centuries. Although his caustic portrait of 
Henry vin and Thomas Cromwell is a wel- 
come antidote to Mr Elton’s idolatry of them, 
the conclusion he draws is overstated. Prot- 
estantism in itself was no bar to European 
commonality, as any number of German 
states, not to speak of the Netherlands, bore 
witness. 

Far more defining for English singularity 
were material changes—those socio- 
economic structures that “The Isles” is so 
short of: the pioneering arrival of agrarian 
capitalism in England; the long command of 
the high seas; the advantages of coal for kick- 
starting the industrial revolution. The popu- 
lar sense of English difference, however 
much it may have been tinged with Calvin- 
ist zeal, ultimately rested not on theological 
but on social foundations: the unprecedent- 
ed prosperity and power of the first sizeable 
modern economy. It was only when these 
declined that British identity started tocome 
apart, and Europe to beckon once more. 
Among the intellectual benefits of that pro- 
cess, Mr Davies's revision of the relations be- 
tween them may rank high. 
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Northern Ireland 


3,600 dead 


Lost Lives: THE STORIES OF THE MEN, 
WOMEN AND CHILDREN WHO DIED AS A 
RESULT OF THE NORTHERN IRELAND TROU- 
BLES. By D. McKittrick, S. Kelters, B. Feeney 
and C. Thomton. Mainstream; 1,630 pages; 
£25 


Eo are several ways of reading this 
book. The authors dedicate it to their 
children, “that they might learn from the les- 
sonsof the past”. But the lesson might be that 
violence is a powerful instrument of politi- 
cal change, or its obstruction. The introduc- 
tion isclear enough. “Within these covers are 
more than 3,600 lives lost, testifying to what 
happens to a community which sets out to 
resolve differences through violence.” But 
the “community” did not set out to resolve 
differences; what happened was that some 
members of two ideologically opposed com- 
munities resorted to a deep-seated struggle 
to gain, or retain, political power. 

The authors state that their desire is to 
create a “monument to the sheer waste and 
horror of war”. Some members of both com- 
munities will see this war not as waste but as 
a rightful struggle in their cause; others might 
view with distaste the spectacle of a “monu- 
ment” which places victim and killer, para- 
military members and unborn child, within 
the same literary monument. Indeed, the ap- 
parent lack of a moral context for this book 
could undermine the real purpose of the au- 
thors, which is to exert a kind of moral pres- 
sure on those engaged in the present, shaky, 
Good Friday Agreement process. 

This is not to question the honour and 
integrity of the authors, three of whom have 
lived in Northern Ireland through the worst 
years of the Troubles. What is lacking is the 
wider political context of the relationship 
between the state, terrorism, and the rule of 
law, which would better enable the reader to 
evaluate these incidents. This is not a book 
about terrorism; and, indeed, the word is 
never used in the book. But it stands like a 
ghostat the already too large funeral, for had 
the British state proved itself able to success- 
fully combat terrorism instead of itself 
stooping to methods of dubious legality, 
then victim and killer might be the more 
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readily separable. Whatemerges from aclose _ 
reading of the descriptions is the banality of 


evil. There were the official ira men whocar- 


ried out an unauthorised killing in Armagh 
and who were banned by their organisation: 
for a month from local pubs. And the case of 
Christina Hughes, shot by the upa by mis- 2 
take because she was painting her houseand. 
wearing her husband's slacks and pullover. 
There is much for the paramilitary groups, or. 
members of the security forces, to regret. But 
the banality of the murders only serves to a 
highlight the certainty of the paramilitaries 
that they occupy the moral high ground: 
they do not see their acts as the product of a 
community that seeks to “resolve” differ- 
ences through force, but as necessary, even 
gallant, military action in a just war: the fact 
that the authors took details in many cases. 
from ira and Protestant paramilitary “rolls 
of honour” might have been made the sub- 
ject of at least a brief discussion. 

But this, arguably, is wilfully to miss the 
point of this book, which is to reveal to the 
people of Northern Ireland, and elsewhere, 
the terrible cost of a divided community. The 
hopeful aspect of the case is that, in spite of 
these divisions, it has been possible for the 





authors to compile this book in the first. 
place: itis hard to imagine Kosovo Albanians oS 
and Serbs finding their stories being printed 


in the same volume, or Bosnian, Serb and 
Croat authors getting together to attempt a a 
similar task. The research undertaken is ex- 
haustive and accurate: the only mistake that 


this reviewer has noted is the unhappy con- a 


fusion of Ken Maginnis for Martin McGuin- 
ness, where the former appears in the text of 
entry 2,574, and the latter in the index to this 
entry. 


clusions about the impact of this book. Had 
the volume ended with the dreadful Omagh 


bomb of August 1998, then it mighthavehad 


an air of finality about it, even an apocalyp- 
tic one. But the death entries continue after 
Omagh, and paramilitary beatings and 
shootings go on, as the loyalist and republi- 
can groups seek to maintain, and strengthen, 
their hold on “their” people, and to enhance 
their political leverage. A great effusion of 
blood does not seem to make the paramili- 
taries and their supporters stand back—at 
least, not for long. Still, the fact that, as the au- 
thors point out, Gerry Adams was obliged to 
utter the “c” word (condem-.: 
nation) of the Omagh bomb- 
ing suggests that at least some 
of the victims of terrorist vio- 
lence will not have died in 
vain. But further names may 
be added to this list, because 
this is a political conflict, 
pushed on by deliberate kill- 
ing, which makes the book a 
memorial of doubtful impact 
and uncertain outcome. 








Yet caution is essential in drawing con- © 
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| Tick tock 


The railway timetable in the 19th century began the obsession with time. It 


has come a long way since then 


FASTER: THE ACCELERATION OF JUST 
ABOUT EVERYTHING, By James Gleick. 
Pantheon Books; 324 pages; $24. Little, 
Brown; £16.99 


about a physicist, Richard Feynman, 

and about chaos theory. In this intelli- 
gent and thought-provoking book he ad- 
dresses the ways in which the modern 
world saves time, spends it and keeps track 
of it down to tiny fractions of a second. 

Standard time arrived in the 19th cen- 
tury along with railway timetables: if you 
wanted to catch your train then you and 
the train company needed to agree on the 
time. Today it is necessary to have a global 
network of clocks keeping accurate time to 
within a nanosecond. Mr Gleick is a keen 
observer of the ways in which today’s 
world demands the close monitoring of 
time. He discusses the accelerated pace of 
much modern life with its instant replays, 
multi-tasking, fast food, accelerated learn- 
ing and pre-shelled pistachios (a small 
timesaver). He warns, for example, of the 
dangers of time-consuming bureaucracy, 
suggesting that, “Governments find it all 
too easy to tax the time of their citizenry.” 
Complaints about time, however, are 

nothing new, as Mr Gleick notes. Plautus 
exclaimed: “The gods confound the man 
who set up a sundial to cut and hack my 
days wretchedly into small portions?” And 
that was just the sundial. 


MAPPING TIME: THE CALENDAR AND ITS 
History. By E.G. Richards. Oxford Universi- 
ty Press; 460 pages; $35 and £20 


EEPING track of the date 

was a problem for many 
centuries. Francis Magellan’s 
crew was reportedly perplexed 
when, in circumnavigating the 
globe in 1522, it reached Cape 
Verde on a Wednesday, only to 
find that the inhabitants con- 
sidered it a Thursday. 

Mr Richards has written an 
informative book about the 
modern (Gregorian) calendar 
and the multitude of systems 
that it has replaced. He gives a 
fascinating account of the his- 
tory of calendars, which also 
involves him in timekeeping, 
arithmetic and astronomy. The 
book is filled with illustrations, 


Jaton GLEICK has previously written 
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anecdotes and above all information. One 
appendix gives the days of the week in 69 
different languages; another lists the 
names allocated to each day of the year by 
the French revolutionary calendar (most of 
the names are animals, plants and miner- 
als, although some 30 days were named 
after farm implements). He also devotes 
nearly 100 pages to methods for converting 
between different calendars and for calcu- 
lating the date of Easter. An excellent book 
for anyone who has wondered about the 
history of the modern calendar. 

TIME: FROM MicRO-SECONDS TO MILLEN- 
NIA—A SEARCH FOR THE RIGHT TIME. By 
Alexander Waugh. Headline; 288 pages; 
£18.99 


LEXANDER WAUGH examines the 
etymology of the words used to dis- 
cuss time and describes many of the per- 
sonalities who sought to analyse or change 
measures of time in their period. He relish- 
es eccentric figures such as Archbishop 
Ussher, who in 1656 calculated that the 
world was created precisely at midday on 
October 23rd, 4004Bc. He also discusses 
cultural aspects of time, from creation 
myths and the idea of the man in the moon 
to the names such as the “naughty nine- 
ties” and the “swinging sixties”. 

Mr Waugh’s approach is more anec- 
dotal than systematic, and his colourful 
style mixes the scholarly and the informal. 
Chapter titles are given in Latin as well as 
English. He is never afraid to state an opin- 
ion: he says of people who argue that be- 
cause there was no year O the millennium 





should not be celebrated until 2001, that 
“the noisy pedants should be sunk with- 
outa trace.” 


Pip Pip: A SIDEWAYS LOOK At TIME. By Jay 
Griffiths. Flamingo; 316 pages; £12.99 


AY GRIFFITHS takes on the ambitious 
Jas of writing “a broadside against all 
the misuses of time in modern Western- 
ized societies”. She contends that the mod- 
ern world is dominated by “rigid and false” 
Newtonian ideas of time that she sees as 
“linear” and “masculine”, and in opposi- 
tion to the natural rhythms of human life. 
These ideas of time have displaced the nat- 
ural senses of time that she claims can still 
be found among some relatively non-west- 
emnised peoples around the world. 

Ms Griffiths argues for an alternative 
approach to time and timekeeping that 
draws on natural rhythms and is playful, 
feminine, spontaneous and hedonistic; 
she calls this “wild time”. In making her 
case, however, she rushes through a dizzy- 
ing variety of names, places and ideas with 
a superficiality that undermines her at- 
tempts to offer a serious alternative to 
modern western notions of time. 


BLack HOLES, WORMHOLES AND TIME 
Macuines. By J.S. Al-Khalili. Institute of 
Physics Publishing; 288 pages; $16.50 and 
£9.99 

IME is a persistent theme in Jim Al- 

Khalili’s account of modern physics. 
The book is based on a series of lectures 
that he gave to schoolchildren for the Insti- 
tute of Physics, although it is also intended 
for adults. It aims to explain topics such as 
quantum mechanics, relativity, the big 
bang and black holes in a way that is acces- 
sible to the non-specialist. 

Mr Al-Khalili explains that time is 
thought to have started along with the 
universe in the big bang, about 15 billion 
years ago (for comparison, the sun is 
about halfway through its life of about 10 
billion years). Time also has a direction: al- 
though most physical processes are re- 
versible, there is roughly speaking a ten- 
dency (familiar to parents) for the world 
to become ever less organised. 

However, time does not always flow 
at the same rate: travelling close to the 
speed of light or falling into a black hole 
slows the passage of time relative to an ob- 
server. These are complex ideas that phys- 
icists usually express in mathematical lan- 
guage. Mr Al-Khalili avoids mathematics, 


yet gives an admirably clear account of | 


some of the concepts involved. 
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Tibet 


Child pawn 


THe SEARCH FOR THE PANCHEN LAMA. By 

Isabel Hilton. 352 pages; Viking; £20. To be 

published in the United States by Norton in 
2000 


TE price for China’s iron grip on Tibet is 
being paid by a 10-year-old Tibetan boy 
who lives under Communist arrest, though 
few people know quite where. In Chinese 
eyes, Gedhun Choekyi Nyima is the illegiti- 
mate pretender to the throne of the nth Pan- 
chen Lama. His vilification is justified, the 
Chinese press says: he had, after all, once 
drowned a dog. Isabel Hilton’s forceful book 
is the story of how little Choekyi Nyima be- 
came the innocent victim in a battle, for the 
control of Tibetan hearts, between the Tibet- 
an government-in-exile, led by the twinkling 
Dalai Lama, and China’s secular rulers. 

The Panchen Lama is the second highest 
spiritual authority of the Gelugpa (Yellow 
Hat)sect, Tibet’s dominant Buddhist faction. 
Historically, there has often been a political 
rivalry between the Dalai and Panchen La- 
mas. More important, the Panchen Lama has 
more easily fallen under Chinese control. 
The tenth Panchen Lama was a tragic figure. 
Many considered him to have betrayed Ti- 
betan ideals by cosying up to the Chinese. 
When the Dalai Lama fled Tibet in 1959, the 
Panchen Lama stayed. He set great faith in 
the Communist Chinese promises of Tibet- 
an autonomy. This faith did not prevent his 
humiliation during the Cultural Revolution, 
followed by over a decade in prison. When 
he was freed in 1977, he was very quickly giv- 
en again the outward trappings of respect, as 
well as a good living in Beijing (he was not al- 
lowed to live in Tibet). Winning back the re- 
spect of Tibetans was harder: many could 
not understand why he had broken his vows 
to take a wife, and a Chinese one at that. 

Respect was eventually 
won, as the Panchen Lama 
showed himself willing to 
defend, where possible, Ti- 
betan religion and culture 
from harsh, Chinese chau- 
vinism. Tibetans came to 
learn that the cause of his im- 
prisonment was a brave and 
lucid critique he had written, 
“The Broken Arrow”, of Chi- 
na’s failures in Tibet (Ms Hil- 
ton is to be thanked for get- 
ting hold of this 
long-rumoured text). The 
Panchen Lama’s full reha- 
bilitation in Tibetan eyes 
came just before his death in 
early 1989. At the Panchen’s 
seat, the Tashilhunpo mon- 
astery, he had seen his great- 
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est wish fulfilled, the reinterment of the 
bones of his predecessors that had been scat- 
tered by the Red Guards of the Cultural Rev- 
olution. That night he died. 

His death sparked the battle for Tibet's 
heart, and was the reason why China’s lead- 
ers became so involved in the minutiae of re- 
incarnation. It was not just a question of en- 
suring they controlled the search for the new 
“soul boy”, thus humiliating the Dalai Lama 
and proving Tibet’s subservience to China. 
They also knew that when the 14th Dalai La- 
ma, then a healthy 53 years old, eventually 
died, it would fall to the nth Panchen Lama 
tochoose his replacement. The Dalai Lama’s 
eventual death, in other words, would not 
only rid China of this turbulent priest. China 
also would have won hegemony over Tibet’s 
spiritual process, ensuring that land’s com- 
plete pacification at last. By now in India, the 
Dalai Lama was acutely sensitive to the del- 
icacy and importance of his task. If all went 
well—that is, if he could be seen to choose 
the new Panchen Lama in a way that the 
Chinese could not object to—then he could 
reaffirm his spiritual supremacy and set lim- 
its to Chinese power in Tibet. 

In the end, his efforts back-fired. The 
head of the official search party, Chadrel 
Rinpoche, got a list of the boy-candidates, 
including his favourite choice, to the Dalai 
Lama, at great personal risk (he was later im- 
prisoned). But the Chinese had started to 
suspect Chadrel of collusion. When the Da- 
lai Lama announced in May 1995 that the 
Panchen Lama had been found, China 
cracked down heavily in Tibet, annulling the 
choice and later installing another unfortu- 
nate boy, Gyaltsen Norbu. It wasa victory for 
the Chinese, but in the long run they have a 
problem on their hands: a Panchen Lama 
that many Tibetans deem illegitimate. 

Itisunlikely that Ms Hilton’s book can be 
bettered. It is meticulously researched, and 
written with a strong eye for humour. The 
book benefits greatly from the author's wan- 
derings between China and Tibet, Dharam- 
sala and Tashilhunpo-in-ex- 
ile in southem India, a place 
of pathos where a handful of 
monks lived in the fond 
hope of receiving the new 
Panchen Lama into their 
midst. Best of all, it benefits 
from a close and trusting 
friendship with the Dalai La- 
ma, who, at the critical time 
after 1994, shared his 
thoughts with her, on condi- 
tion they not be relayed until 
the affair was over. They 
throw much light on the 
story of the search for the 
Panchen Lama, and affirm 
the Dalai Lama’s enormous 
humanity. “Sometimes 1 
think this present stupid Da- 
lai Lama, this Buddhist 
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monk, may not be the best, but he’s not the _ 
worst either. I think it might be better to 
make a dignified farewell in case some other _ 
Dalai Lama comes along and disgraces him- 
self.” Then he bursts out laughing. E 
Maene e a a a POE PERY: 


Russian history 


Rewriting 
rewrites 


GRAND DELUSION: STALIN AND THE GER 
MAN INVASION OF Russia. By Gabriel Goro“ 
detsky. Yale; 424 pages; $29.95 & £25 





| idee ees German and Austrian his- 
torians have condoned Hitler’s invasionof 
Russia on June 22nd 1941 as a preventive war: 
They found support in the writings of V. Su- 
vorov, a Soviet defector. His book, “Icebreak- 
er”, published in 1989, argued that Stalin saw : 
Hitler as the “icebreaker” who would clear 
the way forcommunism, and that Stalin had 
planned to invade the German Reich on July. | 
6th 1941 if Hitler had not acted first. 

These revisionist views were perempto- - 
rily rejected by British and American histori- i 
ans. But—astonishingly—they found favour 
in post-Soviet Russia. A translation of “Ice- a 
breaker” was published in 1992. Some Rus- 
sian historians claim to have confirmed Mr . 
Suvorov’s conclusions from their own re 
search. Their most persuasive evidence was 
a directive of May 15th 1941, which they : 
found in the Russian archives. The directive, 
prepared by the military leaders, Marshall 2 
Georgi Zhukov and General Semyon Timo- 
shenko, called for a strike against Germany. 

This unholy German-Russian alliance so 
incensed Gabriel Gorodetsky, professor of 
history at Tel Aviv University, that in 1995 he 
published a substantial refutation of Mr Su- 
vorov in Moscow and in Russian—“Mif Le- © 
dokola” (The myth of the icebreaker). This 
literary sensation now appears, greatly ex- 
panded, as the present volume. It is an en- © 
thralling narrative and an outstanding his- 
torical investigation, based on a comp- 
rehensive examination of western archives 
and recently declassified documents scat- 
tered in Russian archives, including Boris 
Yeltsin’s elusive presidential archive. 

Mr Gorodetsky’s easier task was to refute 
the notion that Hitler’s invasion was in any 
sense a preventive war. He shows that Stalin 
rejected the directive of May 15th. Stalin’s ac- 
tions in 1941 were dominated by the realisa- 
tion that the Soviet Union was weak in face 
of Nazi Germany, and that he sought until 
the last moment to deflect Hitler. Mr Goro- 
detsky has obtained accounts of the secret 
negotiations with Friedrich von der Schulen- 
berg, German ambassador in Moscow, a 
fierce opponent of Hitler’s plans. It emerges 
that six weeks before the German invasion, 















il 


THE ECONOMIST REVIEW 


` Stalin even agreed to von der Schulenberg’s 
suggestion that he write to Hitler assuring 
him that the Soviet Union would conduct a 
“friendly policy” towards the Axis powers. 
Mr Gorodetsky demonstrates with a wealth 
of detail that—contrary to revisionist asser- 
tions—Stalin resisted all efforts by the mili- 
tary to persuade him to mobilise against the 
German threat. Just an hour before the inva- 
- sion, at 2.30 am on June 22nd, Zhukov was 
permitted to issue an announcement that “a 
~ surprise attack is possible during 22-23 June”, 
but even then the generals were told that 
“the task of our forces is to refrain from any 
kind of provocative action.” 

The revisionists disposed of, Mr Goro- 
detsky’s main problem is to explain how Sta- 
lin, despite all warnings, deluded himself 
into believing that the invasion could be 
postponed. He draws attention to three 
main factors. First, German intelligence sys- 
tematically sought to mislead the Soviets 
into concluding that invasion was not immi- 
nent, employing a double agent working in 
the German Air Ministry. Secondly, the Brit- 
ish, like Stalin, misread the signals. They were 
convinced until a very late stage that Hitler 
would not invade Russia until he had defeat- 
‘ed Britain. The British, who feared Stalin 
would make a deal with Hitler, sought to 
drive a wedge between the two dictators, 
leading Stalin to conclude from Churchill’s 
warning that the British were seeking to pro- 
voke a Soviet-German war. 

The third and most important factor was 
the behaviour of the various branches of So- 
viet intelligence. They had plenty of evi- 
dence of Hitler’s preparations to attack, and 
they did pass it on. But, fearing Stalin’s wrath, 
they couched their warnings in ambiguous 
terms, thus enabling Stalin to reinforce his 
self-deception. The first clear statement by 
Russian intelligence that “the question of an 
attack by Germany on the Soviet Union is fi- 
nally decided” was not sent to Stalin until 
June uth. The system Stalin had created 
merely concealed the truth from him. 

































New atlases 


A map’s a map 


THE Times COMPREHENSIVE ATLAS OF THE 
Worp: MILLENNIUM EDITION. Times 
Books; 544 pages; $250 and £125. 

WORLD ATLAS: MILLENNIUM EDITION. Dor- 
ling Kindersley; 528 pages; $125 and £75 


‘Ee millennium is to blame for a lot of 
things, and one of them is the idea that an 
all-seeing eye is much use for purely earthly 
purposes. Here are two new atlases, one of 
which has succumbed more than the other 
to the temptation to do things that atlases 
used not todo; and has paid the price. 

In the Dorling Kindersley atlas, a con- 
ventional map of each section of the globe is 
followed by a “satellite image” based on data 
from a circling eye in outer space. These are 
pretty patterns of colour, but no more: they 
merely confirm that things like mountains 
and lakes are where the map has already told 
us they are. The Times atlas, on the other 
hand, though tipping its hat to satellite pic- 
tures in its opening section, thereafter con- 
centrates on ordinary old-fashioned maps— 
and can do them bigger, and with a lot more 
detail, because even at a weight of 10.7Ib 
(4.85kg), compared with the px’s 11.6lb, it has 
more space for them. Neither book, it will be 
realised, is for holding on one’s lap in bed. 

Rather more usefully, the px atlas ac- 
companies its maps with summaries of the 
region’s transport systems, urban-rural pop- 
ulation proportions, and so on. Both it and 
the Times version also offer in their intro- 
ductions some handy potted wisdom on the 
structure of the globe, the growth of cities, 
and other matters likely to pop into map- 
readers’ minds. But here too doubt pushes it- 
self forward. This sort of information, in 
much fuller form, is available in the encyclo- 
pedias that most atlas-owners will have on 
their shelves, or in specialist books they can 
quite easily lay hands on. These potted ver- 
sions are helpful enough, but once again 
they take up space that the basic business of 
atlases—maps—could more valuably use. 

It boils down to what you want an atlas 
for. Most people want one in order to know 
where a place is; to work out how far it is 
from other places, and what lies between 
them; above all, perhaps, to see why it mat- 
ters to the politics of the world. You are puz- 
zled about the precise relationship of Kos- 
ovo to Serbia? The Times atlas, though in this 
instance its map is no bigger than the pk one, 
has a clear line marking the “administrative 
boundary” which made Kosovo, even be- 
fore this year’s war, a theoretically distinct 
part of Serbia. Your reviewer's eye could see 
no similar dividing-line on the px map. 

Planning a trip to Sierra Leone, to learn 
more about its bloody recent civil war? The 
Times atlas, with more space because of its 
self-discipline about satellite pictures, shows 


you three or four times as many places in 
that unhappy country where you might 
question limbless war victims, looking ner- 
vously over your shoulder as you do so. 

Or perhaps you are quite rightly worried 
by the continuing growls between Greece 
and Turkey, and would therefore like to 
know how far eastward along Turkey’s coast 
the island-fingertips of Greece extend. The 
Times shows you, off a distant bump of Tur- 
key reaching out into the Mediterranean, a 
dot called Megisti, separated from the main- 
land by an international boundary and, in 
brackets, the word “Greece”. The px has the 
islet and the line but not that mind-clearing 
word in brackets. 

Let it be admitted that the Times atlas 
costs a lot more than its rival; and that its 
frontispiece guide to where to find various 
parts of the world will drive you mad when 
you want to look around Europe. No matter. 
if an atlas’s jobis to tell you as much as possi- 
ble about places on the face of the globe, and 
leave other things to other specialisations, 
the Times wins this contest pretty easily. 

re PEPENE 


Musical biography 


A great life 


BERLIOZ (VOLUME 2): SERVITUDE AND 
GREATNESS, 1832-1869. By David Cairns. 
Allen Lane/Penguin Press; 912 pages; £25. To 
be published in America by University of 
California Press in March 2000 


HE final sentence of David Cairns’s thor- 

oughly comprehensive, and utterly cap- 
tivating biography of Hector Berlioz con- 
firms an idea that has grown on the reader as 
the life goes by: “A tragic life—but, for us at 
least, worth the cost.” 

The story is littered with death: his ac- 
tress-wife; the mistress who became his sec- 
ond wife; the younger women whom he 
loved after her death; his son. Berlioz’s ill- 
fortune is more awful than Verdi’s. He trans- 
muted his love for Shakespeare into an ado- 
ration for a Shakespearean actress named 
Harriet Smithson, but that first marriage was 
blighted by his poverty and by her emotion- 
al instability. Berlioz felt contempt for jour- 
nalism, but he had to spend 30 wretched 
years as the music critic of a Parisian news- 
paper. His music was loved in Germany and 
Russia and well-liked in London, but he was 
largely ignored in France, where his reputa- 
tion was higher as a conductor than compos- 
er. His last words were: “Enfin on va jouer 
ma musique.” (At last, they are going to play 
my music.) 

The theme of Mr Cairns’s life is the rela- 
tionship between Berlioz’s passionate nature 
and his work. “If his capacity for grief, for re- 
gret, had not been so cruelly sharpened, his 
music might not be what it is. Sadness, suf- 
fering mark many of his most characteristic 
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` utterances,” he writes. Atone moment, Berli- 
oz’s unhappiness becomes too much to 
bear. It occurs in Lyon in 1863 when he is 60. 
The brilliant soprano Adelina Patti chanced 
upon him, and so great was her admiration 
for his music, that she feted him after her 
performance, and saw him off at the station. 
But Berlioz had gone to Lyon to rekindle the 
first passionate love of his life. This was Es- 
telle Dubeuf, with whom he had fallen help- 
lessly in love when he was 12 and she was 19. 
She had been reserved where Patti had been 
exuberant. “I was enchanted, but not 
stirred—because this girl, young, beautiful, 
entrancing, famous, who at twenty-two has 
conquered the musical public of Europe and 
America: Ido not love (his italics) her; where- 
as the aged, saddened, obscure woman, who 
knows nothing of art—my soul is hers, as it 
once was, as it will be to my dying day.” 

The drama of Berlioz’s life makes him a 
rewarding subject for a biographer, and Mr 
Cairns rises confidently to the challenge. He 
is himself a distinguished critic and a capa- 
ble amateur musician. (He conducts a small 
orchestra.) The research is as deep as the best 
historian’s, and the description of the music 
is, to an amateur reader, as convincing as the 
best musicologist’s. Both volumes—the first 
came out ten years ago and has been reis- 
sued by Faber and Faber—are written with 
clarity. Mr Cairns’s judgments on the life are 
infused with such sympathy that Berlioz 
might have found them therapeutic, and 
would, on the whole, have been flattered by 
them. Mr Cairns’s Berlioz is unpredictable, 
temperamental, profoundly melancholic, 
but it is clear that, at heart, he is a good man, 
loving to his family in adversity, attentive to 
his friends and generous to his admirers. 

But Mr Cairns has done more than write 
a life. He has built a musical reputation that 
now rests on more than the standard 
works-—the “Fantastic Symphony” and “The 
Childhood of Christ”. But 141 years on, Pari- 
sian audiences have still to hear a complete 
performance of “The Trojans”, Berlioz’s op- 
eratic masterpiece which stands alongside 
Wagner’s “Die Meistersinger” and Verdi’s 
“Otello” as great works of 19th-century op- 
era. (Verdi esteemed Berlioz as a composer, 
and loved him as a man. Wagner was lessen- 
thusiastic, liking the man more.) 

British audiences have been far better 
served than those in France; “The Trojans” 
has been produced in London, Cardiff and 
Glasgow. A full version has been played in 
Lyon, but the first performance in Paris will 
not take place until 2003, 200 years after the 
composer's birth. It will be possible to hear 
some of his music sooner rather than later, in 
London, however. A Berlioz festival begins 
at the Barbican Hall this month and runs 
through 2000. Mr Cairns’s two volumes, de- 
spite their 1,335 pages of text, create a sharp 
appetite for more. A massive life—but, for us, 
at least—worth the cost. 
ieee inn ia ae | 
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Literary biography 


The world of 
the emotions 


SECRETS OF THE FLESH: A LIFE OF COLETTE. 
By Judith Thurman; Knopf; 624 pages; $30. 
Bloomsbury; £25. 

CREATING COLETTE (VOLUME 2): FROM 
BARONESS TO WOMAN OF LETTERS 1912- 
1954. By Claude Francis and Fernande Gon- 
tier. Steerforth Press; 375 pages; $27 


Fi“ writers can have led a life quite as tur- 
bulent or exotic as Colette. Like Arthur 
Rimbaud, a 19th-century poet who aban- 
doned literature in his 20s, she is a legend in 
France. She is also an irresistible subject for 
biographers. This autumn marks the publi- 
cation of the latest of over halfa dozen books 
in English about Colette, of which Judith 
Thurman's “Secrets of the Flesh” was shor- 
tlisted for a National Book Award. 

Sidonie Gabrielle Colette was a penni- 
less, provincial girl of barely 20, with a trian- 
gular face, given to cat-like silences, when in 
1893 she married “Willy” 
Gauthier-Villars, a promis- 
cuous Parisian boulevar- 
dier with a gift for spotting 
literary talents finer than 
his own, to whose work he 
signed his name. Pushed 
into his novel factory—she 
later claimed that her hus- 
band locked her up, releas- 
ing her only when she 
could show him written 
pages of manuscript—Co- 


lette wrote the saucy, 
schoolgirl memoirs of 
Claudine, published in 


1900 with huge success as 
Willy's own creation. 

Short of cash, Willy lat- 
er sold the copyright to the Claudine series 
behind Colette’s back, depriving her of 
much-needed income. But Ms Thurman 
maintains that, despite her sufferings, the 
young novelist remained deeply in love with 
her husband. Ten years passed before she left 
him for the lesbian Marquise de Belboeuf, 
known as “Missy”, and a seedy stage ca- 
reer~—appearing on one occasion as an Egyp- 
tian mummy dressed in a jewelled bra, and 
brought back to life with a passionate em- 
brace from the hefty marquise. 

Colette married again in 1912, this time to 
Henri de Jouvenal, a politician and publish- 
er, who proved equally faithless. Careless of 
public opinion, the 47-year-old Colette con- 
soled herself by seducing her 16-year-old 
stepson, Bertrand, with whom she enjoyed a 
five-year love affair. She explored the subject 
in her Chéri novels—the story of a charming, 
selfish young man and an ageing courtesan. 
Finally, at the age of 52, she settled down with 
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Maurice Goudeket, a 35-year-old Jewish _ 
pearl broker whom she later sought to pro- 
tect during the German ocupation. a 

Often described as an early feminist, Co- . 
lette in fact insisted that suffragettes de- 
served “the whip and the harem”. Even de: 7 
cades later, in the early 1950s, she deplored 
the way women had “masculinised” them- 





selves. But, as Ms Thurman observes, Co- 


lette—-who was surprisingly apolitical—nev- 


er saw any contradictions between her — 


conservative views and her rebellious way of 
living. Her private life and writings were 
deemed so outrageous for a woman that the 

young Simone de Beauvoir had to read Co- 


lette for the first time on the pavement out- 


side a bookshop. ; 

Yet behind all the anecdote and scandal 
lies Colette, the lyrical stylist, author of some: 
40 books, several plays and thousands of ar- 
ticles, whom even Marcel Proust called’ 
maitre. A craftswoman capable of relentless 
self-discipline, her intense love of life en» 
abled her to write with flawless precision 





about the things she loved most; flowers, oS 
landscapes, the sea and, ofcourse, the thorny 


subject of relationships between men and - 
women. a 
Bedridden with agonis- 
ing arthritis in her final 
years, Colette would write: 
late at night under a blues. 
shaded light in her Paris- 
apartment overlooking the 
gardens of the Palais Royal. 


when she could no longer 
hold it. 


démie Goncourt, 
Grand Officier de la Légion 
d'Honneur. She is the only 
non-royal Frenchwoman 
in history to have been giv- 
en astate funeral. 


Claude Francis and Fernande Gontier 


cram their biography with exuberant detail 
but Ms Thurman’s work has a scholarly ele- 
gance and sophistication worthy of Colette 
herself. After making her name with a bio- 
graphy of Isak Dinesen, which won a Na- 
tional Book Award in 1983, Ms Thurman | 

spent nine years working on “Colette”, never 
allowing her sympathy and admiration to 
blind her to her subject's flaws. 

Colette was a complex character: 
shrewd, rapacious, yet vulnerable; sensual 
and decadent, but hard-working. Full of wis- 
dom about life, she was nevertheless heart- 
less enough to banish her only child, Bel-Ga- 
zou, to the country—-where she visited her 
every six months—in the fear that mother- 
hood would turn her into a mediocre writer. 
But then, as Jean Cocteau once remarked: 
“Everything in art is monstrous...Madame 
Colette does not escape this rule.” 











She laid down her pen only 


Honours were- 
heaped upon her; she be- 
came president of the Aca- 
later 














French novels 


Past reflections 


CANDAL hovers over the liter- j} \A/ 
ary-prize season in France like a IC 
= smell, Last year’s controversy was} RI. 
about Michel Houellebecq and his 
best-selling “Les Particules Elemen- 
taires”. This year, with 334 new nov- 
els clamouring for attention, itis an- 
other author and another book. Christine 
“Angot possesses a sanguine temperament, 
but she has written a provocative book 
about incest and homosexuality, so it can 
come as little surprise that the French media 
have been swarming over her. 
2 Ms Angot’s literary effort, “L'inceste”, is 
-certainly ambitious as well as complex. And 
honest, too, in its intentions: to tell the whole 
truth, however taboo, repressed or unsay- 

“able, about herself and those with whom she 
is involved. In a crudely physical, though oc- 
casionally humorous style, “L’inceste” tells 
“of a short homosexual relationship the au- 
-thor has with an older woman. No detail of 

the jealousy and physical disgust she feels is 
too intimate to be left out, even her bad con- 
science towards her daughter. Marguerite 
Duras referred to homosexuality as “the ill- 
ness of death”. Here it becomes a fatal dis- 
ease and is compared with incest. 
; Ms Angot accounts for this “impossible” 

love by relating with unrelenting clarity ev- 
ery detail of her incestuous relationship with 
her father. And through it, she also attacks all 
forms of conformity. Her book is as compul- 
sively shocking as a Bacon painting; she 
wants her readers to question their desire to 
know about incest. And yet she concludes: “I 
wish I could have written about something 
else”. Ms Angot says that writing is a safe- 
guard against madness. Readers bring her 
comfort, the feeling she is understood. 
Whether “Linceste” becomes a classic in 
gender studies is somewhat irrelevant; Ms 
Angot has already found her readers. More 
than 70,000 copies have been sold since early 
September. 

Lorette Nobécourt’s “Horsita”, too, re- 
flects a clear-sighted rage in its quest for truth 
and self-knowledge. Hortense, the torment- 
ed heroine, questions her father’s past dur- 
ing the Vichy period, tries to understand the 





























L’incesteE. By Christine Angot. Stock; 217 
pages; FFr105. 

Horsita. By Lorette Nobécourt. Grasset; 
245 pages; FFrioo. 

BERG ET Beck. By Robert Bober. POL; 249 
pages; FFriio. 

Je M’EN vais. By Jean Echenoz. Les Edi- 
tions de Minuit; 253 pages; FFr95. 

LE COEUR DE MARGuERITE. By Vassilis 
Alexakis. Stock; 427 pages; FFr135 
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roots of evil and how to live with 
the Holocaust: “I would like to un- 
derstand how a man could have 
been a collaborator 20 years ago 
and my father now,” she says. 
“Horsita” is a complex narrative, 
that patches together passages that 
rail against Hortense’s harsh family and nar- 
row-minded convent upbringing, dialogues 
with her Jewish lover, her father’s incom- 
plete diary and her letters addressed to Hor- 
sita, a sort of “purified” version of the hero- 
ine, a debunked christic figure, in turn 
eroticised, tortured, and martyred. Despite 
the stilted if not commonplace dialogue 
about evil and the Holocaust, Ms Nobécourt 
asks the right questions. Can we judge our 
parents? Is reconciliation possible? “It is 
when we have forgiven our parents, that we 
become adults,” reminds Ms Nobécourt, 
quoting Brecht. 

“Berg et Beck” by Robert Bober, is also 
about the consequences of the Holocaust, 
though, by contrast, the tone is sober and dis- 
creet. The book, which develops Mr Bober’s 
much acclaimed “Quoi de neuf sur la 
guerre?” (What's new on war?), winner of the 
Livre Inter prize in 1995, reflects upon loss, 
bereavement and the destiny of the surviv- 
ing children who have toconstruct their lives 
without family. Mr Bober, a documentary 
writer who also worked with Francois Truf- 
faut and Georges Perec, shows rather than 
analyses, and convincingly so. The narrator, 
Joseph Berg, tells about his work in 1952 atan 
orphanage for children of the Holocaust. He 
describes comforting unconsolable “chil- 
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dren whose tears last longer, having no 
words with which to make themselves un- 
derstood”. He sketches moving portraits: a 
girl who ages her doll to make it resemble her 
absent mother; a conscientious young clerk, 
who instead of preparing the shoe-shop 
window, suddenly makes a heap of shoes, 
like in the camps. 

Meanwhile, Berg writes to Beck, his 
childhood friend, a Jew like him, who disap- 
peared ten years earlier, and tells him of the 
world in an effort to deny his death, yet all 
too conscious “that it is only in vain that we 
pretend to keep alive by words and writing, 
those who are absent”. Both remembering 
and forgetting are part of bereavement and 
survival. Mr Bober’s humanity and humour, 
his euphemistic style, all the more poignant 
for what remains unsaid, make this a re- 
markably beautiful book. 

It is modesty as well that pervades the 
novels of Jean Echenoz. When deservedly 
awarded the much envied Prix Goncourt for 
his novel, “Je m’en vais” (I am leaving), he 
claimed unassumingly that he had merely 
written a “geographical novel”. Mr Echenoz 
has always parodied popular genres and 
this time intertwines an adventure and a de- 
tective story. Felix Ferrer, the protagonist, is 
an indolent and sceptical art dealer who has 
recently divorced. To boost business he sets 
off for the North Pole to recover the spoils of 
ashipwrecked Eskimo artcollection. The po- 
lar journey, with its endless and silent white- 
ness, does not offer much exoticism, except 
for a fleeting affair with an Inuit girl. Central 
heating, phone and fax, porn movies and 
Ikea-like furniture are as readily available up 
north as elsewhere; global sameness is the 
modern disease. 

Nor does art do much to redeem the 
gloom, even though the book contains some 
hilarious scenes, like the ones in Ferrer’s gal- 
lery which exhibits, amongst other things, a 
giant asbestos bra. Mr Echenoz’s comic 
close-ups make routine events seem pre- 
posterous. Ferrer changes apartment and 
woman aseasily as he does subway lines, yet 
“he continues to wash from left to right and 
from toe to top”. His characters do not ap- 
pear to enjoy much interior life—they are 
what they do (intensely smoking or phon- 
ing) or what they possess (a picture of a col- 
lective rape framed in wire, for those who 
can afford it). Mr Echenoz is foremost a hu- 
morist. Yet behind his seductive and deli- 
cately ironic prose hides a moralist who 
highlights the fake, the absurd, the loneliness 
of modern lives and invites his readers to 
laugh about it rather than atit. 

Vassilis Alexakis, a Greek writer who 
lives in France and won the Medicis prize in 
1995, is an equally playful and quixotic voice 
who does not mind going against the grain. 
His latest novel, “Le Coeur de Marguerite” 
(Marguerite’s heart) makes for a delightfully 
entertaining love story. The narrator is in 
love with Marguerite. A womaniser by na- 
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ture and scriptwriter by profession, he pref- 
ers words over images. “They know how to 
be silent.” Why do human beings love and 
why do they write are two questions that run 
hand in hand through the suspense of de- 
layed love. The obstacles are not so much 
Marguerite’s past and her family as the ego- 
tism of a narrator engrossed in the sweet tor- 
ments of his autobiography. Given this, it is 
surprising that the novel is devoid of heady 


introspection and has, instead, the charm of 
a truecomedy. The narrator is a sort of Buster 
Keaton-like Ulysses, who hops from one is- 
land to another, the Cyclads or Australia, 
learning to live and and to observe before he 
comes home from his journey, ready to write 
and to love. Mr Alexakis is casually philo- 
sophical, and his book is a celebration of wit, 
humour and imagination. 

The current crop of women are the more 
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demanding writers. They explore new forms | 
of literature, and test their readers’ compas- = 
sion in the face of trauma. Meanwhile, the 
Vichy period and the years that followed 
continue to evoke interest, while Mr Eche- 
noz and Mr Alexakis reflect playfully on the 
vagaries of space rather than time, at the 
close of a century that has been dominated 
by Proust's figure of past lost and regained. 








What the 


UBLISHING children’s books is a not- 

oriously fickle business, as virtually 
anyone involved in it will attest. Some- 
| times books that look like obvious winners 
disappear into a black hole; sometimes 
they tum into a craze, though quite how 
this happens no one knows, just as no one 
can really predict how longa craze will last. 

So it is hardly surprising, when a book 
thrills several generations, that publishers 
| stick with it through thick and thin, as is 
clear from the bestseller lists of children’s 
books on both sides of the Atlantic. Mil- 
lions of British children going back to be- 
| fore the second world war have been 
raised on Beano and Dandy comics, and 
writing to Santa Claus for annuals of their 


world is reading 


favourites at Christmas time. American 
children, since the 1950s, have been as keen 
on Eloise and the endlessly bendable Dr 
Seuss. 

Modern brand management and mer- 
chandising on the back of a film will, of 
course, push a book out further. “Tarzan”, 
by Edgar Rice Burroughs and out of Disney 
with a reworked animated hero who was 
inspired by skateboarding teenagers, was a 
sell-out in America earlier this year, and 
has already spawned three bestselling col- 
ouring and sticker books in Britain. But 
what happens when the book itself is al- 
ready a sell-out? The publishers of “Harry 
Potter” are hoping, of course, that that craze 
will swell still further when a film starring 


the boy wizard opens a year from now. Al- 
ready, the three books have secured three 
of the top four places on the British best- 
seller list. The film, which will be accompa- 
nied by stickers, costumes and stationery, 
is likely to make Harry Potter's creator, a 
young Scottish mother named J.K. Rowling 
Britain’s highest earning woman. 

Ms Rowling, whose latest book, “Harry 
Potter and the Prisoner of Azkaban”, is 
shortlisted for the Whitbread prize next 
month, has sold 2m copies in Britain and 
5m in America. But not everyone is in his 
thrall. Some parents in the American mid- 
west have been removing their children 
from classrooms where Harry Potter books 
are read out loud and complaining that the 
tales of sorcery and spells are the work of 
the devil. As anyone will tell you, children’s 
publishing is certainly unpredictable. 
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| Children’s bestsellers =a E o ee 
| UNITED STATES 4-8 YEARS OLD UNITED STATES 942 YEARS OLD BRITAIN 4-8 YEARS i _ BRITAIN 8-12 YEARS OLD. S 
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OT a OO A rawing your favourite pokémon 
| 3 Elise ican Heritage Children’s c 
| | ~ by Kay Thompson aah ee by BBC Be 
| Getting bored is not allowed — lished by Houghton Mifflin. ‘eletubbit 
fGen A Bes ag ultimate children’s reference: book a 
| 4 the Complete Tales of Winniethe-Pooh The Adventures of token Ear 
i | = bY AA Milme 0 by Hergé oo 
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i George E E ~ by Sydney Taylor, et al Annual 2000- 
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[> wii deen Da curious little monkey — Os Aedes creation in upda 
6 Alexander and the Terrible, Horrible, Adventures of Tintin: Land of Black Tweenies Activity Book 
"No Good, Very Bad Day Gold ~ published by BBC Books lacqueline 
3 i= by Judith Viorst ~ by Hergé More fun from the Tweenies Teenagers worry 
“Even kids have bad days Three-In-One Series, Vol 5 a es weight 5 
7 And ifthe Moon Could Talk The Adventures of Tintin: Red Tarzan: Fun to Colour "The Dandy Book 2000 es 
by Kate Banks patente Rackham’s Treasure ~ published by Ladybird ~ published by D.C, Thams 
Bedtime book ~ by Hergé : Activity book with scenes from thë- Desperate Dai nd pals. 
O p epia na ached Agi tie eR ne Series Vata = = Blaney Big ee 
| | 8 “The Cat in the Hat ae Alanna: The First Adventure ual 2000 ; 
~ by Dr. Seuss, et at Ree, = by Tamora Pierce 4 ~ published by Grandreams 
i Cat brings fun, adventure and a lesson. Girl trains to be a knight but disguised -Pink and pretty. Eee 
| ihe : ‘as a boy : : : 
| Q The Absolutely Essential Eloise oo Granny Dan Tarzan: stickers storybook § Or 
| 7 by Kay Thompson by Danielle Steel ~ published by Ladybird = by Jacquel 
| More Eloise and a scrapbook Romance in Tsarist twilight Another activity book about the King of Teen angst 
| 10 Counting Crocodiles Almost a Crime Tarzan colouring storybook 
i = by Judy Sierra, ~ by Penny Vincenzi- ~ published by Ladybird ne 
Monkey gets her, ahem, bananas Power marriage takes à beating More merchandise from Disney — 
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Some transformations are so sweeping, 
the old name just won't do. 


The company you've known as EG&G, Inc. has undergone more than a few changes over the last few years. 
it's only fitting we've changed our name and our ticker symbol as well. As of October 26th, we're PerkinElmer, Inc., 
PKI on the NYSE. In life sciences, optoelectronics, analytical instruments and aerospace, 
we're poised for aggressive and profitable growth like never before. 


For more information, please visit perkinelmer.com 
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Fear of the unknown - 


NEW YORK 


Big American companies fear that innovation is the secret of success—and that 


they cannot innovate 


N A scruffy office in midtown Manhattan, 

a team of 30 artificial-intelligence pro- 
grammers is trying to simulate the brains of 
an eminent sexologist, a well-known dieti- 
cian, a celebrity fitness trainer and several 
other experts. Umagic Systems is a young 
firm, setting up websites that will allow cli- 
ents to consult the virtual versions of these 
personalities. Subscribers will feed in details 
about themselves and their goals; Umagic’s 
software will come up with the advice that 
the star expert would give. 

Although few people have lost money 
betting on the neuroses of the American con- 
sumer, Umagic’s prospects are hard to gauge 
(in ten years’ time, consulting a computer 
about your sex life might seem natural, or it 
might seem absurd). But the company and 
others like it are beginning to spook large 
American firms, because they see such half- 
barmy “innovative” ideas as the key to their 
own future success, 

Innovation has become the buzz-word 
of American management. Firms have 
found that most of the things that can be 
outsourced or re-engineered have been 
(worryingly, by their competitors as well). 
The stars of American business tend today to 
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be innovators such as Dell, Amazon and 
Wal-Mart, which have produced ideas or 
products that have changed their industries. 

Anew book by twoconsultants from Ar- 
thur D. Little records that, over the past 15 
years, the top 20% of firms in an annual inno- 
vation poll by Fortune magazine have 
achieved double the shareholder returns of 
their peers.* Much of today’s merger boomis 
driven by a desperate search for new ideas. 
So is the fortune now spent on licensing and 
buying others’ intellectual property. Accord- 
ing to the Pasadena-based Patent & Licence 
Exchange, trading in intangible assets in the 
United States has risen from $15 billion in 
1990 to $100 billion in 1998, with an increas- 
ing proportion of the rewards going to small 
firms and individuals. 

And therein lies the terror for big compa- 
nies: that innovation seems to work best out- 
side them. Several big established “ideas fac- 
tories”, including 3m, Procter & Gamble and 
Rubbermaid, have had dry spells recently. 
Gillette spent ten years and $1 billion devel- 
oping its new Mach 3 razor; it took a British 
supermarket only a year or so to produce a 
reasonable imitation. 

“In the management of creativity, size is 


your enemy,” argues Peter Chernin, who 
runs the Fox tv and film empire for News 
Corporation. One person managing 20 mov- 
ies isnever going to be as involved as one do- 
ing five movies. He has thus tried to break 
down the studio into smaller units—even at 
the risk of incurring higher costs. ee 

It is easier for ideas to thrive outside big | 
firms these days. In the past, if a clever scien- 
tist had an idea he wanted to commercialise, 
he would take it first to. a big company. Now, 
with plenty of cheap venture capital, he is 
more likely to set up on his own. Umagic has 
already raised $5m and is about toraise$25m_ 
more. Even in capital-intensive businesses. __ 
such as pharmaceuticals, entrepreneurs can 
conduct early-stage research, selling out to. 
the big firms when they reach expensive; 
risky clinical trials. Around a third of drug 
firms’ total revenue now comes from li- 
censed-in technology. : 

Some giants, including General Electric 
and Cisco, have been remarkably successful 
at snapping up and integrating scores of 
small companies. But many others worry 
about the prices they have to pay and the dif- 
ficulty in hanging on to the talent that.” 
dreamt up the idea. Everybody would like to 
develop more ideas in-house. Procter & 
Gamble is now shifting its entire business fo- 
cus from countries to products; one aim is to 
get innovations accepted across the compa- 
ny. Elsewhere, the search for innovation has 
led to a craze for “intrapreneurship”—de- 
volving power and setting up internal ideas- 
factories and tracking stocks (so that talented 
staff will not leave). 

Some people think that such restructur- 
ing is not enough. In a new bookt Clayton 
Christensen argues that many things which 
established firms do well, such as looking 
after their current customers, can hinder the 
sort of innovative behaviour needed to deal 
with disruptive technologies. Hence the 
fashion for cannibalisation—setting up busi- 
nesses that will actually fight your existing 
ones. Bank One, for instance, has established 
Wingspan, an Internet bank that competes 
with its real branches (see page 21). Jack 
Welch’s Internet initiative at General Electric 
is called “Destroyyourbusiness.com”, 

Nobody could doubt that innovation 
matters. But need large firms be quite so pes- 
simistic? A recent survey of the top 50 inno- 
vations in America, by Industry Week, a jour- 
nal, suggested that ideas are as likely tocome 
from big firms as from small ones. Another 


*Ronald Jonash and Tom Sommerlatte, The Innovation 
Premium (Perseus Books, 1999, $25) 

‘Clayton Christensen, The Innovators Dilemma, When 
New Technologies Cause Great Firms To Fail (Harvard Busi- 
ness School Press, 1997, $27.50} 
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<- sceptical note is sounded by Amar Bhidé, a 
colleague of Mr Christensen’s at the Harvard 
Business School and the author of another 
book on entrepreneurshipt. Rather than 
having to reinvent themselves, big compa- 
nies, he believes, should concentrate on pro- 
jects with high costs and low uncertainty, 
leaving those with low costs. and high uncer- 
tainty to small entrepreneurs. As ideas ma- 
ture and the risks and rewards become more 
quantifiable, big companies can adopt them. 

Mr Bhidé points out that such firms as 
Intel and Merck have tended to concentrate 
their research on existing core businesses, 
rather than chasing every shadow on the ho- 
rizon. And he also thinks that it is possible to 
catch up, even if there are costs to being late: 
witness Microsoft’s astonishing conversion 
tothe Internet. Many of the world’s most suc- 
cessful service companies, including Gold- 
man Sachs and his own former employer, 
McKinsey, are hardly innovators. 

Indeed, the current panic in many large 
firms may be driven less by any real crisis of 
innovation than by the inflated valuations 
of small Internet firms. Those valuations si- 
phon away talented staff from big compa- 
nies; they also allow companies without 
profits to remain independent—rather than 
becoming the prey of a big real-world com- 
pany. And, of course, there is the psychic 
drumbeat of jealousy. Amazon is taking 
business from real-world booksellers, but 
would a profitable established retailer such 
as Barnes & Noble really be going quite so ba- 
nanas if it was worth more than a profitless 
virtual rival such as Amazon? 

Adding to big companies’ feelings of in- 
adequacy is the way the concept of innova- 
tion is being stretched beyond product pipe- 
lines and rap budgets. Ronald Jonash of 
Arthur D. Little points to how Chrysler built 
partnerships with suppliers. Wayne Sanders, 
the boss of Kimberly-Clark, thinks that in- 
novation must include how the firm deals 
with retail customers and how it integrates 
mergers. Even in Kimberly-Clark’s some- 
what earthy industry, marketing ideas—for 
instance, selling toilet paper because it 
cleans well rather than because it is even 
softer--can be just as innovative as techno- 
logical ones. No wonder firms feel that inno- 
vation is threatening them from every side. 


Second thoughts 


And yet, even though the insecurity about 
innovation is getting out of hand, the basic 
truths are hardly comforting. Unlike cutting 
jobs, or making an acquisition, innovation 
does not happen just because the chief exec- 
utive wills it. Indeed, it is confoundedly diffi- 
cult to come up with new ideas year in, year 
out—especially brilliant ones. Underneath 
all the gurus’ diagrams, lists and charts, most 
of the available answers seem to focus on 


tAmar Bhidé, The Origin and Evolution of New Businesses 
(Oxford University Press, 2000, $35) 
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two strengths that are difficult to create by 
diktat:a culture that looks for new ideas, and 
leaders who know which ones to back. 

At Kimberly-Clark, Mr Sanders had to 
discredit the view that jobs working on new 
products were for “those who couldn’t hack 
itin the real business.” He has tried tochange 
the culture not just by preaching fuzzy con- 
cepts but also by introducing hard incen- 
tives, such as increasing the rewards for 
those who come up with successful new 
ideas and, particularly, not punishing those 
whose experiments fail. The genesis of one of 
the firm’s current hits, Depend, a more digni- 
fied incontinence garment, lay in a previous 
miss, Kotex Personals, a form of disposable 
underwear for menstruating women. 

Will all this creative destruction, canni- 
balisation and culture tweaking make big 
firms more creative? David Post, the founder 
of Umagic, is sceptical: “The only successful 
intrapreneurs are ones who leave and be- 
come entrepreneurs.” He also recalls with 
glee the looks of total incomprehension 
when he tried to hawk his “virtual experts” 
idea three years ago to the idea labs of firms 
such as 13m—though, as he cheerfully adds, 
“of course, they could have been right.” In- 
novation—unlike, apparently, sex, parenting 
and fitness—is one area where a computer 
cannot tell you what todo. 

—# 





Vodafone and Mannesmann 


Hard pounding 


HIS week saw theend of the phoney war 

between Vodafone AirTouch and Man- 
nesmann. Armed with his board’s unani- 
mous rejection of the Anglo-American firm’s 
supposedly final offer, Klaus Esser, Mannes- 
mann’s chief executive, swept into London’s 
Savoy Hotel to persuade a small army of ana- 
lysts and journalists of his company’s fantas- 
tic prospects as an independent entity. 
Meanwhile, in New York, his opposite num- 
ber at Vodafone, Chris Gent, began a series 
of whirlwind meetings with the American 
shareholders of both firms to persuade them 
to back his $130 billion deal. 

If Mr Esser had hoped to gain an early 
advantage in London, he must have been 
disappointed. Despite revealing for the first 
time ambitious forecasts 
for Mannesmann—pro- 
mising 30% compound an- 
nual growth until 2003— 
Mr Essers presentation 
barely affected his firm’s 
shares, and thus the 20% 
premium that Vodafone is 
offering. His theme was 
that, despite the “misun- 
derstood? protectionist 
rumblings of political and 
union leaders in Germany, 





he was more than happy for the bid tobe de- 
cided by shareholders. Before this audience, 
he could hardly have said anything else. 

His arguments, however, appeared to 
rest mainly on two rather shaky planks. The 
first was that Mannesmann’s strategy of in- 
tegrating wireless with fixed-line telecoms is 
superior to Vodafone's wireless “pure-play”. 
Mr Esser maintained that, coming several 
years later into the business than Vodafone, 
Mannesmann had understood the need to 
be able to bundle services to give customers 
the best of both wireless and fixed-line in a 
single package. That could mean selling con- 
sumers a telephone that works on both types 
of network (Mr Esser had come with brand- 
new dual-mode handsets to show how) or 
providing firms with a one-stop-shop for all 
their communications. 

Mannesmann’s portfolio of fixed-line 
assets—with 70% of Mannesmann Arcor (re- 
cently strengthened by purchasing o.tel.o) in 
Germany, a controlling interest in Austria's 
tele.ring, and the acquisition of Olivetti’s 
stake in Infostrada last June—undoubtedly 
sets it apart from Vodafone. And it makes a 
valuable collection of businesses in its own 
right. But whether this adds much to the 
wireless operations is less clear. 

Mr Esser also used the meeting in Lon- 
don to show off his latest and most glittering 
acquisition, the British mobile operator, 
Orange. However, the presence of its boss at 
his right hand, the highly regarded (and 
highly paid) Hans Snook, was not without 
irony. Few can rival Mr Snook for the 
strength of his conviction that the future is 
not just Orange, but “wire-free”. Mr Snook 
has consistently disparaged the value of in- 
tegrated mobile and fixed-line services. 

Like Vodafone, Orange long believed 
that owning fixed-line operations was a dis- 
traction from the real prize: to catch the com- 
ing wave of mobile data, first by offering 
“midband” services using current Gsm stan- 
dards and then, in a few years, full wireless 
broadband on “third generation” UMTs net- 
works. Neither Mr Snook’s speech nor an ac- 
companying paper on the future of mobile 
data technology mentioned integration. Mr 
Snook and Mr Gent think that, just as voice is 
moving to wireless, so will data and the In- 
ternet, for the same reason: convenience. 

Another reason for avoiding fixed-line 
networks is that they offer a lower return on 
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| Faites vos jeux 


OW toget publicity for your corporate 
research? Try sending it to the press 
and then seeking at the last moment to de- 
lay publication. At the weekend, kemG 
tried to retrieve a report on cross-border 
mergers and acquisitions, claiming that the 
Thanksgiving holiday would reduce cover- 
age in America. Since the report finds that 
only 17% of cross-border mergers add to 
shareholder value, other explanations 
were more fun: after all, xeme is as keen as 
the other accounting-and-consulting firms 
to build its cross-border maa business. 
The real marvel is not that KepMG’s dith- 
ering made headlines, but that the Maa 
business is generating so many fees. In the 
past three decades, dozens of management 
consultants and academics have trawled 
through the record on deals of every sort. 
Many conclude, as Andrew Campbell of 
Britain's Ashridge Strategic Management 
Centre puts it, that “it’s like betting on the 
reds at roulette: the odds of winning are a 
bit worse than 50%.” Some find it is more 











like what American roulette players call 
“double street”: only 20% of bets win. 

Most existing research looks mainly at 
domestic deals. If the kpmG study is right, 
then cross-border mergers are an even 
worse gamble. John Kelly, one of the 
study’s authors, emphasises that its main 
aim was to improve the odds. The report 
looked at 107 of the largest deals around the 
world between 1996 and 1998, interviewing 
senior managers and comparing move- 

















capital than mobile networks. And even if 
some firms want to buy all their telecoms 
froma single firm, the supplier does not need 
to own the fixed-line assets. Vodafone, for 
example, provides an integrated offering 
with Cable & Wireless; Orange works with 
Energis and ntt, a cable operator. Bob 
House, a consultant at Renaissance World- 
wide argues that the world faces such a glut 
of bandwidth that firms would do better to 
buy capacity only when they need it. 

The Vodafone camp suspects that Mr 
Esser is indulging in some after-the-fact ra- 
tionalisation. Opportunism, rather than 
strategy, seemed to be behind most of Man- 
nesmann’s recent purchases of fixed-line as- 
sets. Mr Gent questions whether Mr Esser 
really believes that he has to buy, say, Ener- 
gis, for around $16 billion just to make his $33 
billion purchase of Orange worthwhile. 


Savoy grill 


The second of Mr Esser’s two planks is the 
higher quality of his firm's assets. Mannes- 
mann controls more of what it owns than 
Vodafone does, which gives it more influ- 
ence over its cashflow and the strategies of its 
investments. Yet Mr Esser’s disparagement 
of Vodafone’s new American joint venture 
with Bell Atlantic rings hollow. Mr Gent was 
more than happy to merge AirTouch with 
Bell Atlantic’s mobile network to create the 
biggest wireless company in America. Better 
to own 45% of a fully national network, he 
reckoned, than 100% of a regional one. 
Although Mannesmann is thought to 
have negotiated unsuccessfully to buy a big 
stake in AirTouch before the American firm 
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was taken over by Vodafone, Mr Esser also 
compares the American mobile market un- 
favourably with the European market, in 
which Mannesmann’s efforts are concen- 
trated. Yes, the American wireless industry is 
probably a couple of years behind most of 
Europe, but the sleeping giant is awakening 
as national services become the norm and 
absurdities such as “called party pays” with- 
er away. As data and the Internet go mobile, 
few expect America to be a laggard for much 
longer. Silicon Valley—AirTouch’s heart- 
land—is already awash with well-financed 
start-ups dreaming up tomorrow’s wireless 
data applications. 

Mr Esser is on stronger ground when he 
insists that Vodafone needs a deal more than 
Mannesmann does. Without it, Vodafone 
will struggle to extract value from its myriad 
minority holdings in Europe, especially if its 
existing partnerships with Mannesmann 
sour in the aftermath of a failed bid. But this 
does not get Mr Esser far. As Mr Gent is tell- 
ing Mannesmann shareholders, the oppor- 
tunity is there to create something bigger 
than either company on its own, todo itnow 
and to do it without risk of further dilution. 
And Mr Esser’s argument is potentially self- 
defeating: investors with stakes in both 
firms—nearly half of Vodafone's sharehold- 
ers are thought also to own Mannesmann 
shares—could choose to vote for the deal to 
protect their interest in Vodafone. 

There are already signs from Mannes- 
mann’s shareholders that Mr Gent is win- 
ning the argument. Most think the offer fair- 
ly priced, but would like to see Vodafone 
throw in some cash—something that Voda- 





ments in share prices with those of com- 
petitors in the first year after merger. 

Success seems to rest on picking the 
right management team and resolving cul- 
tural issues. But another secret is to exercise 
constructive xenophobia. Where the part- 
ners in a cross-border deal were American 
and British, the success rate was 45% above oe 
average; where they were American and =) 
continental European, it was n% belowav- | 
erage. Only one of the ten deals involving a 
partner from outside North America and 
Europe turned out to be a success. 

Yet KPMG may be too gloomy. A study 
by Will Mitchell and Jaideep Anand, of the 
University of Michigan Business School, 
and Laurence Capron of tnsgap, in France, 
finds that cross-border mergers do no 
worse (or better) than domestic ones. They 
seem to work best when the company ac- 
quired has multinational scope, rather 
than being domestic. 

Undoubtedly, mergers are a gamble. 
But if they are really like roulette, a game 
that involves luck and no skill, the only 
sure winner is the croupier. Could that be 
the advisers—among them, KPMG? 





fone’s advisers say has not been ruled out. 
The danger for Mr Esser is that investors be- 
gin to suspect that the main reason he is 
blocking a good deal is ego. The biggest un- 
certainty remains political. if Mannesmann 
fears it is losing a fair fight, will Mr Esser roll 
out the barbed wire of Germany’s anti-take- 
over defences? And if he does, will his board 
be there with him? 
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British broadcasting 


Neighbours 
from hell 


LIVE and Michael are two difficult mid- 

dle-aged men forced to live near each 
other; their relations are troubled by suspi- 
cions and rivalries; yet they come to see how 
much they have in common, and decide to 
move in together. It could be a script from 
Carlton's “Neighbours from Hell”; or it could 
be the story of Lord Hollick and Michael 
Green, respectively chief executive of United 
News and Media and chairman of Carlton 
Communications, who announced on No- 
vember 26th that they planned to merge 
their companies. If the regulator allows it, 
the merger is likely to start a ferment of activ- 
ity in the British media business. 

Britain’s broadcasters are constrained by 
regulations based on those drawn up in the 
1950s, when anyone with regional commer- 
cial television licences had a monopoly on 
television advertising. As pay-tv has cutinto 
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the audience, and times have got harder for 
the broadcasters, the rules have been loos- 
ened, The 1996 Broadcasting Act raised the 
maximum audience share for a single com- 
pany, leading to a spate of mergers. There are 
now four companies--Granada, Carlton, 
United and Scottish Media, in order of size— 
which run the regional broadcasting compa- 
nies and together own Independent Televi- 
sion, the national commercial network. 
Granada has pushed Carlton and Unit- 
ed together. Everybody expected consolida- 
tion; since Granada is the biggest company, 
everybody had assumed that it would be the 
consolidator. Neither Lord Hollick nor Mr 
Green is happy with that idea; so they have 
` tried to pre-empt Granada. Yet the merger 
also makes commercial sense. The two com- 
panies do the same thing in different bits of 
- the country. They sell the same stuff—adver- 
tising—to the same customers. A single com- 
pany with 36% of the market would have 
more clout than two separate companies. 
That is precisely why the government 
might not let the bid go ahead. There are two 
sets of competition rules applying to televi- 
sion-broadcast companies: the Broadcasting 
- Act, which limits any single company’s share 
of the television audience to 15%, and the Of- 
fice of Fair Trading’s limit of 25% on any com- 
pany’s share of television-advertising rev- 
enue. Carlton-United just slips under the 
first limit, but it gets caught by the second. 
However, the Office of Fair Trading says it is 
revising the rules; and since it opened the 
door to the possibility of change, Carlton 
and United thought they might as well push. 
Thumbs-up from the ort could provoke a 
counter-bid by Granada for one of the firms. 
But there are bigger monsters than Gra- 
nada out there. British broadcasting compa- 
nies are still, in international terms, tiny:Gra- 
nada’s television revenues are £942m ($1.6 
billion), compared with $17 billion for Amer- 
ica’s Viacom-cs. That is another reason for 
the merger. Britain’s broadcasters have been 
watching the consolidation in the American 
market over the past five years with increas- 
ing trepidation. They fear that America’s 
new mega-monsters will eat their markets. 





buy British broadcasting companies. Euro- 
pean companies, however, can; and ana- 
lysts reckon that the Carlton-United merger 
undervalues both companies. A foreign bid- 
der might offer shareholders much more. 

Vivendi, France’s environmental-ser- 
vices-cum-communications company, has 
already got 49% of Canal Plus and 25% of 
BSkys, the British satellite broadcaster of 
which Rupert Murdoch owns 40%. Media- 
set, Silvio Berlusconi's Italian television- 
broadcasting company, has 40% of Spain’s 
Telecinco, a strategic alliance with Ger- 
many’s Kirch, and plenty of ambition. Clive 
and Michael could soon find they have a 
bunch of foreign lodgers moving in. 


Under current rules, Americans cannot - 


Honda 


Stack of trouble 


MOTEGI, JAPAN 


N DECEMBER 7th Honda is due to test 

its new Formula One racing car, which 
it will enter for next year’s competition, in an 
attempt to regain the fame it enjoyed in the 
late 1980s and early 1990s, when Honda won 
six constructors’ championships. But money 
is tight; this time Honda will be in partner- 
ship with British American Racing group. 
And rather than providing the whole car, the 
Japanese firm will supply only the engine. 

The reason lies on a bench at Honda’s 
test track in Tochigi prefecture, north of To- 
kyo. It looks like a chunky stereo amplifier, 
except that it is made of plastic composite 
and has ribbed fin surfaces. This is Honda’s 
version of a fuel-cell stack, the soul of the ma- 
chine that within 20 years may replace the 
internal-combustion engine with hydrogen- 
powered electric motors. 

But this revolutionary stack looks bigger 
and bulkier than those made by Ballard 
Power Systems, a Canadian company now 
working with DaimlerChrysler and Ford to 
develop fuel-cell engines. Another partner- 
ship between General Motors (Gm) and 
Toyota is also working on fuel-cell cars ready 
to go to market in four years. Honda has had 
to curtail its re-entry into Formula One—the 
ultimate tribute to the internal-combustion 
engine—because it needs to save money for 
investment in the machine that threatens to 
kill off that technology. 






The glory days 







Honda has installed a Ballard fuel cell in 
one ofits prototype electric cars. But Ballard’s 
contract does not allow the Japanese firm to 
take apart the cell to learn its internal secrets. 
Honda’s boss, Hiroyuki Yoshino, is hoping 
that Honda’s famously talented and creative 
engineers can close the gap with the Ballard 
cell and develop an entire fuel-cell engine 
themselves. That will be costly. 

Honda is an oddity in the motor indus- 
try:asmall car company that makesa couple 
of mass-market cars. Its production of only 
2.3m cars a year compares with, say, Volks- 
wagen’s 4m or Gm’s 7.7m. Ithas built a profit- 
able international business through engi- 
neering excellence and flexibility in 
manufacturing. Its overseas factories, for in- 
stance, are built in small units and expand as 
their products find favour in local markets. 
Some of those factories can make eight dif- 
ferent models on one assembly line—a trick 
that mw also uses, which helps to explain 
the high margins both enjoy. 

As an engine producer, Honda looms 
larger than it does as a car maker. Including 
motor cycles, marine outboard engines, 
hedge trimmers and assorted power tools, it 
produces around 10m engines a year. The 
firm is rolling out ever more sophisticated 
petrol engines and is even developing diesel 
technology, which it has shunned for years. 
It has found a way of cutting fuel consump- 
tion by designing valves that can optimise 
their operation to match different engine 
speeds. Now the firm is making direct-injec- 
tion petrol and diesel engines that will meet 
emissions standards which will be imposed 
in Europe in 2005. Its new engines are so 
clean that they just about satisfy the 
zero-emissions rule that California 
plans to impose from 2002. 

This week, in America, Honda is 
launching a hybrid petrol-electric car. 
It has tied a battery and an electric 
motor to a small, one-litre engine. 
That gives the performance of a 1.5-li- 
tre engine, but with consumption of 
only about 3 litres per 100 kilometres, 
half as much as a conventional en- 
gine. This is the first hybrid car to be 
launched—ahead even of the hyped 
Toyota Prius. 

However, although Honda is ide- 
ally placed to supply the petrol en- 
gines that everybody reckons the 
market will want in the next 20 years, 
that will not guarantee the company’s 
future. The problem is that develop- 
inga decent fuel-cell engine is proving 
so expensive. 

The huge cost of developing alter- 
native power systems is one of the 
forces pushing the motor industry to 
consolidate. Before the merger of 
Daimler Benz and Chrysler, Robert 
Eaton, Chrysler’s boss, knew that 
America’s third-largest producer 
would struggle to match the environ- 
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mental and technical demands ahead. In the 
same way, Honda may not be able to stay in- 
dependent, despite its profitability. This 
week the possibility of a deal to supply Gen- 
eral Motors with direct-injection petrol en- 
gines sparked rumours of a grand alliance 
between the two firms. In Tokyo, Honda de- 
nies that anything of the sort is going on. 

Every now and then Honda’s name is 
also linked with Fiat. The Italians’ strength in 
Europe would fit with Honda’s presence in 
North America, where its models are best- 
sellers and where it makes about four-fifths 
of its sales and profits. Honda’s Civic and Ac- 
cord, the mass-market cars on which it de- 
pends for half its sales, could do with a bit of 
Italian flair. The Italians could benefit from 
Honda’s engine technology. Without some 
such alliance, Honda might disappear— 
along with the smart little petrol engines on 
which its fortune is founded. 


— 


Russia 
Rules of war 


moscow 


OULDN'T it be clever to spend almost 
nothing and buy the bankrupt owner 
of an oilfield next door to yours? That, rough- 
ly, was the thinking at TNK, one of Russia’s 
biggest oil companies, which has used the 
quirky local bankruptcy law, and some sym- 
pathetic local judges, to buy Chernogorneft, 
a subsidiary of Sidanco, another large (and 
bankrupt) Russian oil company. The move 
also put TNK at loggerheads with sr Amoco, 
a rather bigger oil company, which in 1997 
had paid a juicy $571m for 10% of Sidanco. 
Along with other foreign shareholders, 
BP is furious about TNx’s tactics, and the Rus- 
sian government's inability to put a stop to 
them. Chernogometft, it says, was artificially 
bankrupted. Then, it claims, TNK squeezed 
out foreign debt-holders and intimidated 
judges and journalists, while a tNk-installed 
administrator plundered Chernogoreft. Its 
debts have soared, despite a nearly threefold 
increase in the oil price. On November 26th 
the firm, with an output last year worth $1.2 
billion at today’s high prices, was auctioned 
off for just $176m. As a result, TNx’s offers of a 
peace deal are—at least in public—being re- 
buffed. “Successful marriages do not begin 
with a rape,” comments a supporter of Bp. 
Other charges against TNK include that it 
is bankruptitself, that its sources of funds are 
unclear, and that behind the scenes it is run 
by bandits. “Our companies don’t like peo- 
ple who bring guns to meetings,” says one 
western diplomat. (rNk’s chief executive, Si- 
mon Kukes, says that one of the company’s 
senior figures, German Khan, used indeed to 
carry a gun, but that a new rule introduced 
four months ago means that he no longer 
brings it to meetings.) 
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A harsh climate for investors 


A clear case of sinister Russians taking 
advantage of innocent westerners? In fact, 
TNK’sopponents do not come out of the saga 
too well, either. For a start, Russian bank- 
ruptcy laws do unfairly favour creditors over 
shareholders. “We bought the debt,” argues 
Len Blavatnik, a Russian-born American citi- 
zen who manages a big stake in TNK. “These 
are hostile, but totally legitimate actions.” 

Naivety may have played its part too. Be 
charged into Russia (determined to match its 
arch-rival, Royal Dutch/Shell) only to fall 
foul of Sidanco’s dodgy finances (and even 
dodgier management) within a few months. 
Having misjudged Sidanco, sp’s chairman, 
Sir John Browne now refuses to talk to Mr 
Blavatnik (Harvard-educated, no less). That 
seems oddly prim and proper fora multinat- 
ional thatis used to operating in the roughest 
parts of the world. 

And sometimes the protestations of out- 
rage at TNK’s behaviour are not completely 
convincing. Another of tNk’s opponents, the 
Sputnik Fund, is headed by Boris Jordan, a 
flamboyant American-born Moscow finan- 
cier and former associate of Vladimir Pota- 
nin, the head of Uneximbank, and former 
owner of Sidanco. TNK says his 
real motive for kicking up a fuss 
is to distract his own sharehold- 
ers’ attention from the fund’s 
spectacular losses in Russia. Mr 
Jordan hotly denies this. 

Moreover, the losers in this 
tussle soon abandon the moral 
high ground that they so readily 
assume. “If they just stuck to 
bribing judges, we could play that game too,” 
says one of TNK’s many rivals, revealingly, 
purporting to be disgusted by its alleged re- 
sort to the wicked stick of intimidation, rath- 
er than the harmless carrot of bribery. 

Nonetheless, TNK now seems to be in hot 
water. Mr Jordan’s fund last month sued Mr 
Blavatnik in New York. Mr Kukes (also an 
American citizen) may be next. Some of 
TNK’s standard lines—that its prompt pay- 
ment of taxes and wages make local judges’ 
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friendliness entirely understandable—may 
sound rather thin to an American court. 
TNK’s Opponents will doubtless also investi- 
gate whether there is anything to rumours of 
money laundering, an unwelcome topic 
among Russian émigrés in New York. And 
Sputnik is trying to block an American-gov- 
ernment credit guarantee for the modernisa- 
tion of TNK’s main refinery. 

Yet TNK and its shareholders, which in- 
clude the Russian government, have a few 
cards to play too. Some say that Mr Jordan 
may be countersued in America on some 
pretext or other, Russia’s energy minister has 
said that he may review the operating li- 
cence of sp Amoco’s other prize asset, Russia 
Petroleum. This runs the huge Kovykta gas 
field in eastern Siberia, from which sr hopes 
to sell gas to China in the next century. If Be 
ends up politically isolated over Chernogor- 
neft, it may be squeezed out of Kovykta. 

For all sp’s protests, a complete pull-out 
from Russia looks unlikely. There are signs 
that the firm is already negotiating, both 
with TNK, and, over Kovykta, with Russia’s 
gas giant, Gazprom. Mr Kukes, who was once 
a gifted chemist at Amoco, speaks glowingly 
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of his rival. “We want them to minimise their 
losses,” he says, airing a future joint venture 
as a possible compromise. “John Browne 
was deceived and cheated...If he’s a coura- 
geous man he will think about his share- 
holders and swallow a lot of pride.” 

Maybe so. But the episode has served 
mainly to confirm most foreign investors’ 
suspicion that some of the best investments 
in Russia are in bribes and guns. 
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The Internet 


Hacker journalism 


SAN FRANCISCO 


Could “open-source” projects one day be to information what the assembly 


line has been to manufacturing? 


URPRISINGLY, the individual contribu- 

tions of thousands of independent on- 
line volunteers can lead to better software 
than the co-ordinated efforts of a company’s 
paid employees. That, at least, is the lesson 
from open-source projects such as Linux, an 
operating system that this week caught Wall 
Street’s imagination when shares in Red Hat, 
a Linux supplier, surged on news of a big 
contract. Open-source fever is spreading. In- 
creasingly, online content is receiving the 
same treatment—with promising results. 

Open-source development, or some- 
thing like it, is not really new. The Oxford 
English Dictionary (oED) has since 1857 re- 
cruited mostly voluntary readers, who pro- 
vide lexicographers with quotations 
that show words’ usage. Science has 
also evolved in this way, using individ- 
ual contributions subject to peer re- 
view. Although scientists are not paid 
for their papers, their career depends 
on their reputation with other scien- 
tists. 

But if open-source projects have 
been around for many decades, they 
flourish in an age of computers and the 
Internet. In the past, gathering quota- 
tions at the oep was tedious. After ar- 
riving by post, each had to be written 
out on small index slips that were filed 
alphabetically by hand. Today's read- 
ers can go to the oep website and elec- 
tronically submit quotations that are 
saved in a database. 

That is why the Internet is also fer- 
tileground for content submitted by us- 
ers. Open Directory, a web service created in 
summer 1998 and owned by Netscape, uses 
thousands of volunteers to develop a cata- 
logue of interesting destinations on the web. 
Each volunteer collects a list of sites under a 
given topic and keeps it up to date. 

Open Directory’s success has surprised 
even its creators, Rich Skrenta and Bob Truel. 
One year after its launch, the service has 
20,000 editors who maintain almost 190,000 
categories linked to more than 1.2m web- 
sites. It has been adopted not just by Net- 
scape and its owner AOL, but by such sites as 
Alta Vista, Lycos and HotBot, making it at 
least as popular as its main rival, a conven- 
tional directory owned by Yahoo! Slash- 
dot.org, another open-source site, specialises 
in what some call “open journalism”, offer- 
ing “news for nerds”, mostly produced by 
readers themselves. Readers alert Rob Mal- 
da, the editor, and two of his colleagues to a 
website, news story or anything else on the 
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net. If they like the article, the editors post a 
link on their site, along with acomment. 

Created in September 1997, Slashdot is 
essential reading for technology journalists. 
Others, including the mainstream press, are 
trying to copy its approach. Dan Gilmor, a 
columnist for the San Jose Mercury News, a 
Silicon Valley daily, recently launched eJour- 
nal. He posts short essays on the paper's 
website. Readers discuss these online; he can 
use what follows in printed articles. 

Despite their superficial differences, 
Open Directory and Slashdot have much in 
common. Hackers want to be a recognised 
high-quality “poster” on Slashdot, or the 
guardian of a category in the Open Directo- 





ry, because, bizarre as it seems, they value 
the admiration of other hackers and techie 
editors. Some editors even include their con- 
tributions to Open Directory on their cvs. 

Both projects are based on sophisticated 
quality control. Candidates to become an 
editor of the Open Directory must apply and 
are then assigned one of the less important 
parts of the directory. Their work is reviewed 
by experienced editors, who also decide if 
they should be given a weightier topic. If vol- 
unteers do a poor job or try to promote their 
own sites, they are out. 

Slashdot uses a complicated rating sys- 
tem to sift the thousands of comments post- 
ed every day. “Moderators” rate comments 
from minus one (rubbish) to plus five (a 
gem). Readers can configure the site so that it 
shows them only comments rated, say, three 
or higher. If a registered Slashdot reader has 
made sufficient positive contributions, the 
service’s computers occasionally invite him 


to rate comments. To avoid abuse, the power 
of moderators is limited. They are on duty 
for only three days at a time, during which 
they rate just five postings. 

Neither Slashdot nor Open Directory is 
out to make money, at least not directly. 
Anybody can download and use either ser- 
vice without charge—although the sites do 
help Netscape and Andover.net, an open- 
source web portal that recently acquired 
Slashdot, to make money by, for instance, 
selling online advertising. 

The open-source approach might work 
outside technology. Lawrence Lessig, a law 
professor at Harvard, has started “Open 
Law”, an experiment that uses an open on- 
line forum todrafta brief or other legal docu- 
ments. Lawyers and non-lawyers alike are 
invited to suggest legal arguments and help 
edit drafts. Their suggestions are mediated 
by Mr Lessig and a core group of contribu- 
tors. Their first case is Eldred v Reno, in which 
the “Open Law” group seeks tocome up with 
the best challenge to the United States Copy- 
right Term Extension Act. 

An “open-content movement” is 
trying to make it easier to set up such 
groups. It has developed an “open-pub- 
lication licence” (oLP) that allows any- 
body to modify or redistribute content, 
provided changes are marked and the 
altered work is also published under 
the licence. The movement's website 
lists almost 100 schemes using the oLp— 
including a project on Japanese history 
anda genealogical database. 

Understandably, no commercial 
website has yet adopted the ovr. But In- 
ternet start-ups increasingly rely on vol- 
unteers, even paying their best contrib- 
utors. Readers of Epinions, a website 
that reviews products, are themselves 
also reviewers: the most trusted and 
read authors receive between one and 
three cents per page view. 

Will open-source content work? 
Not all forms of content lend themselves to 
decentralised development. But if some- 
thing attracts a lot of volunteers, if you can 
measure the quality of their contributions, 
and if development breaks into small tasks, 
open content could compete with conven- 
tional work. Guides and reference books are 
especially suitable. 

Step forward the oeb. The Oxford Uni- 
versity Press (oup), its publisher, is now im- 
mersed in the first complete revision of the 
dictionary in its 142-year history. Starting in 
March, the our will publish a new version 
online that will incorporate at least 1,000 
new and revised entries each quarter. 

But why not let volunteers do more of 
the work? English-speaking people around 
the world would love to share the burden of 
the oup’s lexicographers. The publisher 
doesn’t even need to change the title: oD 
also stands for Open English Dictionary. 


THE ECONOMIST DECEMBER 4TH 1999 










World class performance 
in global M&A and advisory... 





Hycast 













US8S6 bition | US§882 million 
Menet vath Ü i 
Corvin 


S888 bilion 
ta Irhnity reieciaisitag 
sation i 





Sae to CMGI tes, 







y; 
$i 





Baie to Vato 














Enana Aivis 






Akaso 










Panat 
Af fost MARRIOTT CONCENTRA 
Services MORAGA Cake, PNE 









USSA millior 
tu Moe 






USS? bilion 


ae 1O Fain 






Saperiol 4 
LILI 








USSU bition | 883.2 billion 


Morge 










€785 billion, 
Á 


DNM3:13 bilion 
irk 










Piima Afai 


Ai 19 








H 


Norske Skog 






REM EC OHNT REAL 











U99135 bition | USS824 mittion | FFA bition 
A Ed : 


Netw etree Aigu E Pan Ste 





dw ok Keegy 











franca Ady 
i 





januar 








..from the world’s No1 investment bank _ 
for capital-raising* ae 


Performance is 


leading to results™ 


Deutsche Bank [7] | 


a 








The face of Mammon 


Mark Mobius personifies the global, footloose force called “international capital”. Should poor 
countries see him as Nemesis or saviour? 


XACTLY what does Mammon look like? 

What is the face behind all those markets 
that seem to determine the fate of poor econ- 
omies (“emerging”, Mammon calls them) and 
helpless third-world firms? It is western, sure- 
ly; white, almost certainly; male, more likely 
than not. George Soros, a Hungarian-born 
hedge-fund manager who has won (and lost) 
fortunes in the currency markets, comes to 
mind. But his appearances are sporadic; and, 
in any case, he fancies himself as a moralist 
and teacher. A more plausible incarnation of 
international capital is Mark Mobius. 

Mr Mobius is a fund manager who runs 
$12 billion-worth of assets for Templeton, a 
mutual-fund firm that specialised early in in- 
ternational-equity investing and, in particu- 
lar, in developing countries. Just as the white mane of Peter Lynch, 
once a star at Fidelity’s Magellan fund, symbolised the bull market 
of the 1980s, so the taut, shaven cranium of Mr Mobius could stand 
for today’s global investing. 

There is something unnervingly superhuman about him. He is 
63, but looks, talks and moves as if he were in his 30s. Well- 
pumped lats and pecs bulge out of a short polo-necked torso. His 
voice is eerily soothing, his gaze steady, with a hint of an imper- 
turbable smile. The moneyed classes call him the “Indiana Jones of 
the investment world” and note his likeness to Yul Brynner, nei- 
ther of which he discourages. But Mr Mobius also has about him a 
whiff of Dr No. 

As if to demonstrate that capital is mobile, Mr Mobius has no 
permanent residence in the conventional sense (he owns flats in 
Germany, Singapore and elsewhere mainly for investment pur- 
poses). Instead, he lives on a $20m corporate Gulfstream rv that 
once belonged to a Saudi jeweller. The aircraft's walls are covered 
in suede; its upholstery is in iguana skin. Mr Mobius travels at least 
250 days a year (days in the air, that is) and touches down mainly 
toexercise in hotel gymnasiums. He conquers jet lag by refusing to 
leave his body in any one time-zone long enough for it to adjust. He 
is rich, of course, but insists he’s not in it for the money,“I'm single. 
don’t need much,” he explains. Domesticity and family life have 
never been for him. 

Neither does Mr Mobius know national borders. Descended, 
he thinks, from a line of doctors and 








come down togut feeling, of which he has oo- 
dles. Long ago, before Mr Mobius got a php in 
economics, he studied acting and psycholo- 
gy. These days, when he visits a company in 
some remote place, he brings a younger col- 
league to do the grilling, while he plays “the 
nice guy, the innocent, ignorant fund manag- 
er” and looks out for the evasive frown, the 
nervous laugh and soon. 

Not surprisingly, the objects of his scruti- 
ny do not find this treatment endearing. The 
manager of an underperforming Russian 
company once greeted Mr Mobius by growl- 
ing: “Are your capitalist plans to destroy the 
Russian economy proceeding on schedule?” 
tis an attitude that Mr Mobius encounters of- 
ten. Businessmen, politicians and ordinary 
people across the poor world often blame western moneymen for 
their ills. Many among the politically correct crowd at western 
cocktail parties echo such sentiments. Mobius capitalism, goes the 
charge, is mobile, fickle, destabilising and unjust. 


Protestant-Islamic-Capitalist ethics 


This criticism is tragically misguided, reckons Mr Mobius. Make no 
mistake: he does not claim to be motivated by charity. “Mexico 
should never have been bailed out,” he says. “I want these coun- 
tries to sink, so that they get cheap.” Yet he asserts that capitalism is 
a form of tough love; if probed, he thinks of it as a refined moral 
system. “There is an ethic—call it the Protestant ethic, although it 
can be Islamic as well—where people are treated fairly and where 
there is discipline,” he says. “We're trying to impose that ethic on 
these countries, an ethic for capital.” 

Mr Mobius thinks that capitalism comes down to two words: 
human rights. It is not that he cares whether workers are fed and 
well looked after, but that he is waging a battle not to be defrauded 
by local brokers and managers. His campaign to make money, he 
says,amounts toademand for transparency, fairness and equality 
before the law: “If we don’t have human rights, we don’t have 
stockmarkets.” If he levels the moral playing-field for foreign in- 
vestors, all of society benefits. The link between Mr Mobius high 
up in his jet and “those guys on the street protesting for Anwar” is 
indirect, he concedes, but it is there. 

Knee-jerk anti-capitalists of the sort 










mathematicians in Leipzig, he is the son of 
a Saxon father and a Puerto Rican mother. 
Born in Long Island, he traded his Ameri- 
can passport 15 years ago for a German 
one. His main reason was that, with his 
sort of itinerary, American nationality 
quickly becomes a liability. 

Despite this eclecticism, explaining 
his investment philosophy does not come 
easily to Mr Mobius. When he attempts 
abstraction in his forthcoming book, his 
list of “Mobius Rules” is about as system- 
atic as a packet of fortune cookies. (“Bad 
times can be good times.” “Long-term 
planning pays.” “Time heals most ills.” ) In 
practice, the Mobius method seems to 


Mobius trip 
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Total return since the fund's launch 


tt at 
1987 88 89 90 91 92 93 94 95 J% 97 98 99 
Source; Franklin Templeton 


who have this week been looting down- 
town Seattle despise Mr Mobius. He acts 
from gut instinct to further his own and 
his investors’ interests. That is indeed 
hardly a promising ethical starting point. 
Yet, the remarkable thing about Mr Mobi- 
us and his kind is how their self-interest 
generally benefits those around them. You 
have only to look at a state such as North 
Korea to see what happens when inves- 
tors’ capital is shut out. Since Adam Smith, 
the liberal case for capitalism has rested 
on this “harmony of interests”. The face of 
capitalism may be less warm than Mother 
Teresa’s, but it almost certainly does more 
good, even so. 
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Beauty and the beast 


Depending on whom you talk to, European stockmarkets are either an 


obvious buy or a screaming sell 


O% the past few years a big question 
has dogged investors: when should 
they sell American shares and buy Japanese 
ones? In 1989 the Japanese stockmarket 
briefly eclipsed America’s as the world’s big- 
gest. Then its stockmarket bubble popped. 
Since the start of 1990 the dollar value of 
American stockmarkets has grown by nearly 
350%, while Japan’s has shrunk by nearly 
10%. But lately restructuring and signs of 
growth have persuaded investors to pile 
back into Japan. This year it has had the best- 
performing of the world’s big stockmarkets. 
In this scheme of things, Europe’s stock- 
markets seem to be caught in no-man’s land. 
Yet they account for some 22% of the Morgan 
Stanley Capital Index of global stockmark- 
ets, twice as much as Japan’s 11%. And for two 
reasons, Europe is arguably a better bet than 
Japan. First, European companies are re- 
structuring faster than their Japanese coun- 
terparts; second, taken as a whole, Europe is 
likely to grow more quickly. This should 
mean buoyant corporate profits. And in- 
deed, despite an attack of the jitters this 
week, most stockmarkets have recently been 
setting new records by the day (though, be- 
cause the euro is weak, their performance 
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looks worse in dollars). 

There is a less bullish view. Take restruc- 
turing. There is a lot of it about. Cynics argue 
that most of it is merely cosmetic, and that 
the politicians would stop it anyway as soon 
as it threatened job losses or led to foreign 
control of treasured domestic firms. Look, 
for example, at the way Gerhard Schröder, 
Germany’s chancellor, has spoken out 
against the hostile bid by Britain’s Vodafone 
AirTouch, a mobile-telephone company, for 
Mannesmann, a German communications 
and engineering firm. Or consider the French 
government's outrage when Michelin, a tyre 
maker, announced that despite good profits 
it would sack thousands of workers. Or re- 
call how regulators have obstructed big, 
cross-border banking takeovers. 

Old habits die hard; but the remarkable 
thing about Europe is not how little has 
changed, but how much. Klaus Esser, Man- 
nesmann’s chairman, could have hidden be- 
hind any one of several German laws that 
make life difficult for hostile bidders. Instead 
he came to London this week to convince in- 
vestors that Mannesmann would be better 
off alone (see page 64). Across Europe, com- 
panies are paying more than lip service to 


notions of profitability and shareholder val- 
ue. “There is a revolution in the European 
way of doing business,” says Stephen Mack- 
low-Smith, a fund manager at Fleming Asset 
Management. 

Signs of this revolution are everywhere. 
For the first time since 1993, in the third quar- 
ter of this year, the value of European merg- 
ers and acquisitions exceeded the total in 
America. Hostile bids, once almost unheard- 
of in continental Europe, are becoming al- 
most commonplace. As well as the bid for 
Mannesmann—the largest ever—there has 
been, in France, TotalFina’s bid for EIf,anoth- 
er oil company, and Bnp’s double bid for two 
other banks, Paribas and Société Générale. In 
Italy Olivetti made a successful hostile bid 
for Telecom Italia. Altogether, the value of 
hostile bids in continental Europe in the first 
nine months of this year was $244 billion, ac- 
cording to J.P. Morgan—more than three 
times the total for the previous nine years. 

Companies have also been trying to im- 
prove profitability through share buybacks, 
European companies are starting to realise 
that they donotneed asmuch equity capital. 
And buying back shares has been much 
eased in the past two years by changes in the 
law in both France and Germany. In France, 
Peugeot, a car maker, is buying back 9% of its 
equity. In October, Danone, a dairy-pro- 
ducts firm, bought back 3.3% of its shares, 

Profitability has also been boosted by 
the launch of the euro, which has removed 
currency risk from much cross-border in- 
vestment. The creation of a more unified, 
deeper capital market has also made it easier 
for investors to buy shares in companies that 
look after their interests and sell those that 
do not. More and more companies are bor- 
rowing from the bond markets rather than 
banks; companies have issued almost as ma- 
ny bonds this year as European govern- 
ments. Tame domestic banks might not wor- 
ry too much how their money is spent, but 
bond investors do. “Once companies access 
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international capital, they have to play by 
international capital's rules,” notes David 
Bowers, an equity strategist at Merrill Lynch. 

Teun Draaisma, a strategist at Morgan 
Stanley Dean Witter, argues that supply and 
demand conditions also augur well for share 
prices. Supply is limited: there are almost no 
new issues at the moment. But demand is 
growing: institutional investors want to keep 
their exposure to the stockmarket, and flows 
into equity mutual funds are at record levels. 

There are favourable cyclical as well as 
structural considerations. Europe’s economy 
is recovering faster than was expected earlier 
in the year, and growth will probably accel- 
erate next year. The European Commission 
is forecasting that euro-area economies will 
grow by 2.9% in both 2000 and 2001. That 
should boost firms’ revenues. And if the euro 
continues to weaken, helping exports, Eu- 
rope should grow even faster. 

Strong cyclical growth, restructuring and 
share buybacks: little wonder, perhaps, that 
expectations for companies’ earnings per 
share (ers) are improving. According to IBES, 
a research firm, the consensus among ana- 
lysts is for EPs across Europe to grow by 12% 
this year and 16% next. 


Beastly contest 


But there are also powerful arguments that 
European stockmarkets are overextended. 
The first is that certain sectors are dangerous- 
ly fizzy: information-technology shares, for 
instance, have outperformed the market by 
40% in the past three months. 

That helps explain a second worry: Euro- 
pean stockmarkets are not cheap. They are 
trading at a price equivalent to some 27 times 
last year’s earnings, reckons Mr Draaisma, 
compared with a ten-year average price- 
earnings ratio of 17 times. So either corporate 
profits will have to grow ata furious pace, or 
share prices will have to fall. And, compared 
with bonds, shares do not look attractive. 
Bonds yield some 2.5 times the average divi- 
dend yield from shares; a year ago, the ratio 
was 1.75. Morgan Stanley is bullish on Euro- 
pean shares. But its own internal valuation 
model suggests they are 40% overvalued. 

Might bond yields rise further? Opti- 
mists argue that, because inflation is so qui- 
escent, they have already risen too far. Pessi- 
mists argue that long-term interest rates will 
rise further because all the world’s big econo- 
mies are now growing fast at the same time. 
Such heady growth is likely to rekindle infla- 
tionary fears, which will spook bond mar- 
kets. Moreover, to ward off these pressures, 
central banks—particularly America’s—are 
likely to raise short-term interest rates. 

Hence another worry: Wall Street. Eu- 
rope’s stockmarkets do not, of course, move 
in lockstep with America’s. But if Wall Street 
falls sharply, so will other markets, for they 
always do. Europe's stockmarkets will be un- 
able to avoid the pile-up. 
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British banking 


Scotched 


Royal Bank of Scotland may snatch NatWest out of Bank of Scotland’s grasp, 
but this is not the end of British banking consolidation 


be E'VEa joke,” laughs Sir David Row- 
land, chairman of NatWest, “that 
there’s a plan in this building for every even- 
tuality.” Well, not quite. One unanticipated 
sequence of events was a hostile bid from 
Bank of Scotland (sos) followed by an “un- 
solicited” bid from Royal Bank of Scotland 
(res). The res bid, delivered on November 
29th, did not, of course, come as a total sur- 
prise. The two Scottish banks, whose com- 
bined stockmarket value is less than Nat- 
West's, had been planninga joint bid. But on 
September 24th Bos made a solo offer. Up- 
staged, res made it clear that it would 
launch its own bid in time. Now, the Scottish 
banks, traditional rivals, are offering com- 
peting visions of NatWest’s future—and of 
the changing shape of British banking. 

RBS Waited until after the competition 
authorities had cleared Bank of Scotland's 
bid, and sos had, on November 26th, raised 
its offer from an initial £20.9 billion ($33.4 bil- 
lion) to about £25,5 billion (the values of both 
res’s and pos’s bids fluctuate with their 
share prices). Peter Burt, Bos’s chief execu- 
tive, insisted that his original offer was “full 
and fair”, implying he would not open his 
sporran again. Rather sheepishly, he de- 
scribed the new bid as “fuller and fairer”. It 
will give NatWest shareholders 70% of the 
combined group—a proportion Bos says it 
will not increase. But it is also promising 
NatWest shareholders a dividend of up to £2 
billion after selling “non-core businesses”. 

Sir George Mathewson, Royal Bank’s 
chief executive, has long been scathing 
about some “English” banks—namely Nat- 
West and Barclays. But surprisingly, after 
waiting two months, his bid for NatWest was 
not a knock-out blow. On the day, it valued 
NatWest at £26.5 billion, only a shade more 
than the Bos offer. However, under the per- 
verse mathematics of share-based take- 
overs, the value of rps’s shares—and, there- 
fore, its bid—fell because it was thought 
likelier to win, while that of Bos’s rose for the 
same reason (see chart on next page). 

Royal Bank’s bid is certainly more ap- 
pealing to NatWest’s management. To be fair 
to Sir David and his new chief operating offi- 
cer, Ron Sandler, this is not out of self-inter- 
est. Though the two men—both from the 
Lloyd’s insurance market—do not admit it, 
their job now is to extract the best price for 
NatWest and leave. sos was “unnecessarily 
hostile,” says Sir David. “It is difficult to feel 
cuddly towards them.” 

In fact, RBs’s plan appears not only less 
hostile than its rival bidder’s; it also seems 
less radical than NatWest’s own defence. 





Sir George’s day in the sun 


Unlike the others, it would sell neither Ulster 
Bank, NatWest’s Irish subsidiary, nor the 
British arm of Greenwich, a capital-markets 
outfit. It even says it would not close any 
branches: NatWest plans to shut 200. Such ti- 
midity is surprising, since one of the reasons 
why res is fancied over Bos is that its branch 
network has such an overlap with NatWest’s 
in the north-west of England. In fact, this 
may be res’s undoing—in Manchester, the 
combined group would have a market share 
of over half the politically sensitive small- 
business market. The rps bid has yet to be 
cleared by the competition authorities and a 
decision has been delayed until after Christ- 
mas. 

But suppose rs is not barred from the 
takeover, or is, perhaps, merely asked to 
make a few disposals, what then? There is lit- 
tle chance that any other bank would enter 
the fray. The other big British banks are pre- 
cluded from bidding on competition 
grounds. A smaller one, Abbey National, 
seems to have ruled itself out. As for conti- 
nental European banks, the profitable Brit- 
ish market is certainly attractive. But to most 
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| Sale of 


| Valeo’s stake 


in LuK 


for 1.2 billion 
euros 


Valeo gears up 


for accelerated growth 


AN EXCEPTIONAL <4 
OPERATION FOR VALEO 
AND ITS SHAREHOLDERS 





e The price obtained for Valeo’s stake in 
LuK is the equivalent of 58% of Valeo’s 
equity and two years of cash flow. 


e Valeo received only dividends from 
this investment without any controlling 
interest. They amounted to 12 million 
euros in 1998, that is 3% of the 
stake’s net book value and 1% of its 
sale price. 


e Valeo has been able to sell its stake 
in excellent conditions for the industry. 


e This sale will have a very positive 
impact on the Group’s earnings, 
balance sheet and cash position 
in 1999. 


e Valeo’s financial structure and 
available cash will become an exception 
in the automotive supply industry. 


GROWTH IN VALEO’S 4 
RESULTS IN 2000 





e The Group expects a strong rise in 
its earnings in 2000. 


e The reduction in current financial 
expenses together with future 
earnings and the expected increase in 
operating income outweigh LuK’s 
contribution to Valeo’s net income. 


USE OF THE 4 
PROCEEDS 
FROM THE SALE 





e Consequent to this sale, 
Valeo will benefit from an 
investment capacity of at least 
1.2 billion euros. 


e These new resources will be 
used to speed up Group 
productivity and rational- 
ization investments. Valeo 
recently launched the cons- 
truction of six new plants in 
Central Europe. 


e This capacity is intended to 
finance forthcoming external 
growth operations designed 
to generate strong synergies with 
Valeo’s existing businesses. 


e Overall the use of the proceeds from 
the sale will result in improved return 
on invested capital. 


nvestor 


relations 
Toll-free number 0 800 81 40 45 


(France) 


www.valeo.com 


AN 
= 
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Valeo is an independent 
industrial Group fully focused 
on the design, manufacture and 
sale of components, integrated 
systems and modules for cars 
and trucks. Valeo ranks among 
the world’s top 10 automotive 
suppliers. Sales for 1999 
are expected to total around 
7.7 billion euros. It employs 
50,400 people at 113 production 
plants, 35 R&D centers and 
10 distribution centers in 
20 countries worldwide. 





STOCK MARKET 4 
PERFORMANCE 
AND PROFITABLE 
GROWTH STRATEGY 





e For many years the Group has been 
pursuing a strategy of profitable 
growth. The sale of its stake in LuK 
marks a new breakthrough and an 
accelerating factor for growth. 


¢ Valeo is convinced that the markets 
will appreciate the benefits of this 
strategy for shareholders and the 
soundness of its fundamentals. 
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NatWest would be expensive, since they 
have little opportunity to cut duplicated 
costs. Even so, Rgs clearly cannot win with a 
bid that undercuts its rival’s. So the question 
is: which can afford to pay more? 

RBS Claims greater cost savings—£1.18 bil- 
lion a year, against Bank of Scotland’s £1.02 
billion. It also benefits from added European 
credibility, thanks to a promise of a £1.2 bil- 
lion injection of cash from BscH, a Spanish 
bank that owns 9.6% of the group. And ccu, 
Britain’s biggest insurer, and rss’s insurance 
partner, has promised to buy £300m-worth 
of its shares if the NatWest bid succeeds, 

So RBs could probably scrape enough to 
raise its offer to a level at which the NatWest 
board could recommend it. Bank of Scotland 
has less room for manoeuvre. According to 
analysts at Salomon Smith Barney, an invest- 
ment bank, the combined group’s tier-one 
capital ratio (a measure of its soundness) 
would be around 6% at the current bid lev- 
el—already dangerously low. 

Judging by sos’s share price, investors 
are rather relieved that it now seems unlikely 
to win. In fact, the bounce may suggest that 
Bos itself has become the subject of takeover 
speculation. Now that the invisible tartan 
cordon insulating the Scottish banks has 
been pierced, who knows what might hap- 
pen? Perhaps Barclays might bid for Bos, in 
an attempt to redeem English honour—or at 
least financial muscle. 
| 





BANGKOK 


T WO years ago, it was astonishingly ea- 
sy to borrow money in Thailand. 
When their loans came due, debtors 
would simply borrow from Pichai to pay 
Piak. Since bankers did not share informa- 
tion, they rarely knew how deeply their 
debtors were in hock. But the financial col- 
lapse of 1997 opened their eyes. The trou- 
ble now is that bankers are loth to lend at 
all. Soitis encouraging that Thailand is try- 
ing to import a useful tool from afar: the 
credit bureau. 

Actually, two credit bureaus. One, run 
by the Government Housing Bank, would 
be used to track mortgage loans. The other, 
the Central Information System Compa- 
ny (cisc), owned by Thailand’s 13 com- 
mercial banks, will keep tabs on the cor- 
porate borrowers who have caused so 
much trouble. A bill that would allow the 
bureaus to operate properly is now in par- 
liament, and could be passed within a 
month or two; then, sound credit might at 
last begin flowing into Thailand’s econ- 
omy. One local banking expert sees the 
bureaus as “absolutely vital”. 

At present, Thai banks may share in- 
formation on debtors only with their per- 
mission. The new law would let them by- 
pass this constraint, as banks in many 
other countries do, provided they share 
information only on a borrower's credit 
history. It would help a great deal if the bill 
sailed through. But since parliament has 
dragged its feet on some other economic 
reform bills, the bill’s champions are reluc- 
tant toget their hopes up. 

Besides the difficulty of sharing infor- 
mation, the cisc’s other main hurdle will 
be efficiency. So far, the Thai Bankers’ As- 
sociation has been reluctant to give for- 
eigners too big a role. Although they now 
seem willing to accept foreign contribu- 
tors, the bigger question is whether they 





Thailand's bright idea 








will take foreign advice. What matters, 
says Thomas Verlohr, Deutsche Bank’s 
country chief and the head of the Foreign 
Bankers’ Association, is “the quality and 
timeliness of the data”, 

For a start, the crsc will provide infor- 
mation only on who has lent what to 
whom:a rather important detail, buteven 
so only the bare beginnings of a decent 
credit bureau. If credit is to be allocated to 
the right places, Thailand will also need to 
develop a decent register. That would 
make it harder to pledge the same collater- | 
al to two people: a practice that does not 
go down well with bankers. | 

The cisc has signed an agreement 

| 


| 
| 
| 





with Dun & Bradstreet, an American fi- 
nancial-information firm, to help it create 
a register. But that, says Thirachai Phuvan- 
atnaranubala, an assistant governor at the 
central bank and the cisc’s chairman, will 
not happen for a long time. Eventually, Mr 
Thirachai says, the cisc will collect data 
on borrowers’ performance retrospective- 
ly, going back to mid-1998, which will give 
insights into how they did during the 
banking crisis. With luck, the data will be 
available before the next one hits. 
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Japan’s life insurers 
Passing the 
buck 


TOKYO 


r banks may beon the mend, but Japan’s 
rotten life insurers have been getting sick- 
lier, not better. Cleaning up the ¥190 trillion 
($1.83 trillion) industry will be costly. But for 
whom? It seemed as if the government 
would foot the bill. But an election looms 
and the ruling Liberal Democratic Party may 
not risk fleecing taxpayers, who were only 
recently tapped for a bail-out of the banks. 
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Instead, it now looks as if policyholders 
could take the hit. 

Life-insurance policies written when in- 
terest rates were higher guaranteed investors 
fat returns. The money the insurers collected, 
however, was not properly “matched”—the 
life of the average policy was longer than the 
maturity of the assets in which the insurers 
invested. As interest rates fell in the 1990s, 
money from maturing investments had to 
be recycled into lower-yielding assets, so the 
insurers began paying out more than they 
were collecting. To plug the gap, they made 
side bets on the stockmarket, land prices and 
loans to dodgy companies. But as these 
soured, they only worsened the problem. For 
awhile, the insurers lived off their hidden re- 





serves, by revaluing equity investments. But 
for the weakest insurers, that game is now 
up. When their books closed for half-year re- 
sults at the end of September, four of the 15 
full-service insurers—Kyoei, Chiyoda, Dai- 
hyaku and Tokyo—were still nursing unreal- 
ised losses on their equity holdings, despite 
this year’s stockmarket rally. 

Itis these weak insurers that are the wor- 
ry. Frail banks have been merging with 
stronger ones. But the insurers are mostly 
mutually owned and the weakest would 
anyway struggle to sell their shares into the 
market. Even if they tried todo so, their busi- 
nesses do not look attractive. Since Japanese 
families typically own three or four insur- 
ance policies already, the market is saturat- 


79 


FINANCE AND ECONOMICS 


ed,so fora Japanese insurer 
a merger would not bring 
in many new customers. 
Foreigners have bought 
a few of the smaller joint- 
stock companies. This 
week axa, a French insurer, 
said it was taking control of 
Nippon Dantai Life, in a 
deal worth as much as 
¥200 billion. Foreign deals 
with the mutually owned 
companies, however, offer 
nothing to existing policy- 
holders. The tie-ups be- 
tween Daihyaku and Ma- 
nulife Financial, =a 
Canadian insurer, and be- 
tween Toho and GE Capi- 
tal, an American financial 
conglomerate, are confined to new business 
only. In effect, the foreigners have salvaged 
each firm’s sales and marketing operations, 
but abandoned the rump business, so they 
do not have to honour old policies. That is 


ir 





A policy failure 


the fate that has befallen 
the surprised policyhold- 
ers of Toho, which in June 
was ordered by the regula- 
tor, the Financial Supervi- 
sory Agency (FsA), to sus- 
pend operations. 

A compensation fund 
set up and financed by the 
insurers last year is meant 
to cover investors’ losses. 
But the fund will notbe full 
until 2008, when it will still 
contain only ¥400 billion. 
According to its liquida- 
tors, the size of the hole in 
Toho’s balance sheet alone 
is between ¥500 billion 
and ¥600 billion. Ge Capi- 
tal is now negotiating to 
take over these policies. It is unlikely to agree 
toadeal unless mostof this hole is plugged. 

One option for the government would 
be to replenish the compensation fund with 
public money. Officials at the finance minis- 


try deny reports that it has already decided 
to boost the fund to ¥1 trillion with a govem- 
ment-guaranteed credit line. At the same 
time, however, the government has been 
quietly preparing a quite different solution. 

This is to allow the insurers, under cer- 
tain conditions, to alter the terms of their 
policies, and avoid paying the high, fixed re- 
turns on old policies. That would need spe- 
cial legislation. Industry lawyers fear that, 
otherwise, insurers might be in breach of 
contract. A bill could come before parlia- 
mentearly next year. 

The rsa may want to act before then. The 
weakest insurers are already under threat, 
since their customers, worried that they 
might go bust, are rushing to cancel their 
policies. This might add to the cost of aclean- 
up, since to pay cancelled policies, insurers 
have to sell their best assets, leaving them 
stuck with the worst. The loss of confidence 
is now affecting the entire industry. Hide- 
yuki Ito of Moody's, a credit-rating agency, 
suggests that the rsa might suddenly an- 
nounce a list of those insurers that qualify to 





A bank war in Warsaw 


FRANKFURT 


. malicious or just misguided? 
That is the question being asked of the 
Polish government, which hopes to block 
the merger between Poland's oldest bank, 
Bank Handlowy, and its most dynamic, 
bre. The state insists that the deal stinks, 
but almost everyone else thinks it is a win- 
ner. The feud is due tocome toa head when 
Handlowy’s shareholders vote on the 
merger on December 9th. The scene is set 
for a bruising proxy battle. 

The merger, struck last summer, was 
taken as a sign that Eastern Europe's fledg- 
ling banks are growing up. It was driven by 
market-minded executives, not, as so often 
before, by politicians. It made sense too: the 
banks could shave 15% off their combined 
costs. And size would help the merged 


They want the share-exchange ratio signifi- 
cantly altered in Handlowy’s favour, and a 
say in the new bank's management. 

This baffles the banks. The exchange 
ratio was blessed by several prestigious in- 
ternational auditors. sre may indeed have 
won generous terms, but it is more profit- 
able than Handlowy. Also, the banks insist 
they are joining as equals. Handlowy’s 
boss, Cezary Stypulkowski, will run the 
new bank. Finally, Commerzbank is not 
gaining full control, even though itis true it 
will be the largest shareholder. 

A last-minute ceasefire looks unlikely, 
as both banks insist the terms are final. The 
vote will be close. The state has few back- 
ers, but it needs only 25% of votes cast to 
scupper the deal. It may already be close to 


that, with help from hired hands in the 
market (including, it is believed, Nomura, a 
Japanese bank). Trading in Handlowy 
shares has gone into overdrive: last week 
an unknown investor bought 5.7% in a sin- 
gle trade. Analysts reckon that, if the merg- 
er were blocked, Handlowy’s shares would 
tumble by as much as 30%. That would 
sting Commerzbank, which is thought to 
have bought about a tenth of Handlowy’s 
shares on the open market at giddy prices. 
The odd thing about the state’s opposi- 
tion isits failure to produce any alternative. 
Much as it wants to sell at a premium, no 
bank has come forward to offer one. Nor is 
itlikely that one is waiting to pounce, given 
the unity among Handlowy’s core share- 
holders. Mr Stypulkowski believes the 
strategy pursued by the treasury and pzu is 
to “kill this deal, then look around”. As he 
points out, “It’s puzzling.” 
Might the real motive be revenge? 
Some in the government are still 





bank to survive, as competition in- 
creases and membership of the Eu- 





wy without paying a premium. 


Pole position 


ropean Union looms closer. Biggest banks in Eastern Europe Market trying—and failing—to merge with 

The tie-up was welcomed by Nov 29th 1999 capitalisation, $bn two other banks. Others are said to 
Handlowy’s main shareholder, | Bank Handlowy/BRE* Poland 2.01 have it in for Mr Stypulkowski, 
America’s J.P. Morgan, as well as by e AEAN P Gian q 160 who advised ministers in commu- 
Germany’s Commerzbank, which ; nist times. Others still find it hard 
owns 49% of Bre. Ranged against | OP. Hungary 1.28 to accept that bank ownership 
them are Poland’s treasury minis- | 8!G Bank Gdanski Poland 0.99 should be shaped by the market, 
try and pzu, a state-controlled in- Ceska Sporiteina Czech Rep 0.71 not ministries. Certainly, there has 
oree poup a saben Bank Przemyslowo-Handlowy Poland 0.66 been an air of malice: pzu, for in- 
them own 10% of Handlowy. The peer oth stance, suggested that it might 
argue that the deal is not a ie enc llc Cetin: ee oe dump its anoa shares at be 
merger of equals but a reverse take- Bank Slaski Poland Ree low-market prices to sabotage the 
over of Handlowy by the smaller | Komercni Banka Czech Rep 0.47 new bank’scredibility if the merger 
BRE. Commerzbank, they claim, | Hansapank Estonia 0.46 goes through. Hardly the way to at- 
could end up controlling Handlo- | source: Nomura > haainleiy forgat goes when tract the foreign investment that 


angry at Handlowy’s pushiness in 


Poland so badly needs. 
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alter their policies. Nobody knows which 
policyholders. will be- hit. But of the four 
weakest insurers, Moody’s gives three credit- 
ratings of caai, meaning “very poor finan- 
cial security”. The fourth, Tokyo Mutual, is 
rated 83, just one notch above the others. The 
four together had assets of ¥12.3 trillion at the 
end of September, compared with Toho’s ¥3 
trillion in March 1998. 

The justification for making policyhold- 
ers suffer is that people should take respon- 





sibility for their own investment decisions, 
rather than rely on the government to bail 
them out. Fine—except that when they 
bought these policies, customers had noth- 
ing to choose from. Under the finance minis- 
try’s “convoy system”, all insurers charged 
the same premiums and paid out the same 
benefits. The system was supposed to pro- 
tect them from failure. Only now are cus- 
tomers learning that, when it comes to risk- 
iness at least, not all insurers are alike. 

nee a willl 





Mutual funds 





What’s in a name? 


NEW YORK 


America’s mutual-fund industry is obsessed with its jargon. What does that 
say about the country’s investment culture? 


AVID WILLIAMS, chairman of Alliance 

Capital, a large New York-based mutu- 
al-fund group, says it forces him to “rethink”, 
and possibly to merge or rename his firm’s 
funds. Gail Eisenkraft, marketing director of 
Warburg Pincus, another large fund outfit, 
recently bought by Credit Suisse, has gone a 
step further and already rechristened one 
mutual fund. At Dreyfus, the mutual-fund 
arm of Mellon Bank, board directors are 
worried enough to call in experts for consul- 
tations. Whatis it that so preoccupies Ameri- 
ca’s mutual-fund industry? 

Actually, it is a matter of vocabulary— 
one that would draw blank stares anywhere 
outside North America. In September, after 
much deliberation, Lipper, a small but influ- 
ential firm in New Jersey that ranks mutual 
funds by performance, decided to change 
the way it classifies and compares funds. In 
place of its six old and rather vague catego- 
ries (“growth”, say, or “mid-cap”) it now uses 
12 new and more precise ones with even 
more impenetrable labels (“multi-cap core”, 
“mid-cap value”, and soon). Fund firms, bro- 
kers and investors are now trying to work 
out whatall this means. 

Superficially, that is not difficult. Take, 
for instance, Steven Kaye, a portfolio manag- 
er at Boston-based Fidelity, the world’s larg- 







est investment organisation. Mr Kaye runs 
Fidelity Growth & Income, the fifth-largest 
mutual fund in America. He is one of the un- 
lucky ones, since Lipper now prefers to mea- 
sure him not against his old “growth and in- 
come” peer group, in which he ranks in the 
top 40%, but against a new group called 
“large-cap core”, in which he drops to the 
bottom 40%. Such embarrassments may 
help to explain why Fidelity, so far, is one of 
the very few groups to stick with the old Lip- 
per categories for marketing purposes. It 
consigns the new system to the footnotes. 

But beyond individual ups and downs 
in the rankings, the fascination with jargon 
points to a deeper phenomenon: the popu- 
larisation of investing in America. A few de- 
cades ago, investing was the sport of a privi- 
leged few. Today, it is a national pastime. 
Donald Marron, chief executive of Paine- 
Webber, a stockbroking firm, puts most of 
this down to the stunning rise of mutual 
funds (almost half of American households 
now invest in them) and thinks that this “in- 
stitutionalisation” of savings is the main fac- 
tor shaping American finance today. 

This is in stark contrast to much of conti- 
nental Europe and Asia, where savers are 
only just starting to discover mutual funds. 
One reason may be that they are less fluent 
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in the language of investing, even if the un- 
derlying concepts are familiar. “Farmers un- 


derstand crop diversification and seasonal 
cyclicality,” says Michael Lipper, Lipper's 


chairman and founder, “The issue is now oe 


translation of this financial language.” 

Today, finding a good translator in coun- 
tries such as France and Germany is still 
hard. So fund firms there are rarely much 
more specific in their marketing than to de- 
scribe their funds as “equity”, “bond”, “do- 
mestic” or “international”. Compared with 
their American peers, fund managers have 
enormous latitude in their strategies. 

Americans, by contrast, like to delve 
deep into the detail, and the translators enjoy 
a high profile. For instance, the roughly 40% 
of Americans who invest directly with fund 
companies often turn first to a firm called 
Morningstar. Since 1992, this Chicago-based 
company has been helping to distinguish 
among the thousands of funds on offer by 
placing each on a standard matrix of invest- 
ment styles. So well-known has this Morn- 
ingstar box become that taxi drivers and re- 
ceptionists in New York talk about “piling ` 
into large growth”, “loading up on medium 
blend”, or “dumping small value”, with an © 
ease that would baffle their colleagues in Nu- ` 
remberg or Nantes. 

The fund companies themselves usually 
rely more on Lipper’s numbers (for instance, 
in deciding the bonuses of their portfolio 
managers). Brokers and financial advisers, - 
too, tend to prefer the Lipper system. Accord- 
ing to Avi Nachmany of Strategic Insight, a - 
New York fund consultancy, this creates two 
markets for translation. One is for consum- 
ers, whose attitude is: “Don’t explain too 
much, just show me what has worked.” And 
one is for intermediaries, who want the most 
precise parameters possible, since they can 
compete with fund managers only by select- 
ing from narrow categories in building port- 
folios for their clients. 

All this would suggest that American in- 
vestors have an edge on those in other coun- 
tries. They have access to more information, 
more explanation, and more translation. But 
how good are the dictionaries? Even thosein- 
volved in the sporadic fine-tunings of Ameri- 
can investment jargon admit that some of it 
is arbitrary. Words such as “growth” and 
“value”, for instance, were coined in the late 
19608 by consultants to America’s occupa- 
tional pension funds. To justify their fees, 
they had to pigeon-hole managers. And one 
way to do that was by distinguishing be- 
tween those looking for fast-growing compa- 
nies and those seeking undervalued, steady 
earners. Of course, many companies fall into 
neither category, or into both. The distinc- 
tion is misleading. “Even a high-growth man- 
ager thinks he’s buying value,” says Mr Lip- 
per. So, as the old world looks to the new for 
its models, it may recall that growth by any 
other name would smell as sweet. 
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Who needs the WTO? 


This week’s events in Seattle make one wonder whether, through no fault 
of its own, the global trade body has ceased to be a force for good 


OR five decades the world’s multilateral 
trade-liberalising §machinery—known 
first as the General Agreement on Tariffs 
and Trade (cart) and more recently as the 


` World Trade Organisation (wTo)—has, in 


all likelihood, done more to attack global 
poverty and advance living standards right 
across the planet than has any other man- 
made device. A bold claim? Definitely, and 
all the more so when you remember that 
the men who made and then developed 
this device were politicians, many of 
whose works this century have subtracted 
from, rather than added to, the sum of hu- 
man happiness. But such is the power of 
trade: both as a spur to innovation and as 
the surest way of spreading the fruits of 
economic growth worldwide. For anybody 
who supports liberal trade, the mere pos- 
sibility that the wro might now become a 
cause of economic retardation is deeply 
disturbing. This week’s grotesque panto- 
mime in Seattle suggests that this horrible 
prospect needs to be thought about. 

To say this is not to support the pre- 
posterous non-arguments with which the 
wto has been assailed these past few days. 
The danger is not that globalisation has 
gone too far (whatever that might mean), 
nor that expanding trade is impoverishing 
the third world, or workers in the rich 
countries, nor that the wto has usurped 
the proper role of national governments, 
nor that trade wrecks the environment, nor 
any of the rest of this rubbish: all these 
claims are either meaningless or demon- 
strably false. The problem is that the wto is 
only a good thing to the extent that it suc- 
ceeds in liberalising, rather than blocking, 
trade—and that may soon be in doubt. 

The wro and its predecessor were in 
truth a pact made with the devil, or, to be 
more precise, with the doctrine of mercan- 
tilism. In economic logic, the case for free 
trade is the case for unilateral free trade. If 
you lower your trade barriers, the main 
benefits flow not to your trading partners, 
but to you. It is your consumers who get ac- 





cess to cheaper and better products, and 
your producers that are forced, through 
competition, to become more productive 
and technologically advanced. In econ- 
omic logic, that is, lowering trade barriers 
makes sense in much the same way that 
building a network of highways makes 
sense. And refusing to lower your own 
trade barriers unless your trading partners 
reciprocate by lowering theirs is just as 
senseless as refusing to invest in roads, edu- 
cation or other public infrastructure until 
other countries promise to do the same. 

This much has been well-understood 
since Adam Smith. Why then was the GATT 
ever necessary? The thinking was that 
trade liberalisation is politically demand- 
ing. It harms tightly focused vested inter- 
ests, while spreading its benefits widely 
and, for that reason, thinly. If governments 
could liberalise in a co-ordinated way, ex- 
changing “concessions” in the form of low- 
er trade barriers, it would be easier todefeat 
the interests that oppose themselves to re- 
form. Moreover, once trade barriers were 
lowered, a framework of international 
agreements would tether them down, 
making it easier to resist future demands to 
raise them again. In short, the Garr and 
now the wTo existed principally (a) to take 
care of public relations and (b) to consoli- 
date and entrench successive advances to- 
wards liberal trade. 

Well, after the riots in Seattle little need 
be said about the wro’s success as a man- 
ager of public relations. Not only is it fail- 
ing, for the moment, in its role of helping 
governments sell freer trade to their elec- 
torates, it is actually helping otherwise ill- 
assorted groups to form alliances whose 
only common goal is to restrict trade. In 
other words, itis strengthening the opposi- 
tion, not undermining it. 

Governments are to blame for this, not 
the wto or its officials (least of all its im- 





pressive new boss, Mike Moore). It is rich- 
country governments, especially Ameri- 
ca’s, that have greatly compounded the 
original drawback of the pact with the dev- 
il. This drawback was that governments 
tacitly accepted that trade liberalisation 
was a cost for which countries needed to 
be compensated—the idea being that en- 
lightened governments, wise to this fib, 
would use it to the tactical advantage of lib- 
eralisation. But governments have thrown 
this subtle logic out of the window. 

All the macho posturing of trade nego- 
tiations—taking a “tough line” on this and 
that—is now undertaken with total convic- 
tion. This tells the protesters, and public 
opinion at large, that they are right to op- 
pose reform. America’s enthusiasm for 
bringing labour standards and environ- 
mental protection into the wTo’s remit 
works the same way. Implicitly, the admin- 
istration is conceding the argument that 
trade, unless properly regulated, really 
does militate against good labour stan- 
dards and a clean environment. No won- 
der Bill Clinton wanted to invite the protes- 
ters in: he agrees with them. 

So add to the obvious danger that the 
wto will serve as a rallying point for dis- 
gruntled anti-capitalists (and the president 
of the United States) the risk that, thanks to 
labour standards, the environment and 
other “new issues”, the body will become a 
trade regulator rather than a trade deregu- 
lator. This second risk directly threatens 
the system’s other great virtue, up to now, 
as a consolidator of reform. And again 
thanks to the pact with the devil, the mech- 
anisms for such a reversal are in place. Un- 
der the wro’s dispute-settlement rules, for 
instance, a country that brings a successful 
complaint against another is allowed to re- 
taliate by raising new trade barriers of its 
own. (If another country refuses to build 
more roads, the wTo allows you to tear up 
your own.) 

Whether the wro overcomes this 
week’s setback and becomes the powerful 
force for good it could still be depends not 
on the organisation itself, but on govern- 
ments, and especially America’s. It is they 
who will decide whether this powerful but 
anomalous apparatus will be used to ad- 
vance trade or throttle it. The outcome can 
no longer be taken for granted. 
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1- ‘Frustrated with the slow dial-up Internet connection in your hotel 
room? Now take the fast lane with Worldroom Connect, Asia’s leading 
| broadband Internet service for business hotels. Our state-of-the-art 
technology means that you can enjoy plug-and-play convenience and 
: transmission speeds up to 175 times faster than a dial-up modem — so 
you can look forward to a drink at the bar or a dip in the pool. To find 
, Out which hotels are Worldroom Cannect-ed and access a host of useful 
t information for business travelers, plug into www.worldroom.com. 
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A BANK IS LIKE 





A DIAMOND. 


It should have an edge. 
And it must stand the test 
of time. When you invest 
with BCV, you get over 150 
years of banking experience. 
Our approachable managers 
treat you more like a friend 
than a client. Designing an 
investment strategy that’s 
as individual as you are. 
Just like a diamond. Call us 
to discover our timeless 
approach to private banking. 
Our knowledge is priceless. 








Swiss bankers since 1845 
Switzerland » Athens « Hong Kong e Milan e Paris e Singapore 


Switzerland Head Office: Place St-Francois 14, CH-1002, Lausanne, Switzerland. Telephone: (41-21) 212 1212. Facsimile: (41-21) 212 2103. 
Singapore Representative Office: 7 Temasek Boulevard #13-03 Suntec Tower One Singapore 038987. Telephone: (65) 338 6556. Facsimile: (65) 338 7557. 
Hong Kong Representative Office: Suite 6303, Central Plaza, 18 Harbour Road, Hong Kong. Telephone: (852) 2519 8836. Facsimile: (852) 2583 9277. 
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Shared values 


SCHOOLS BRIEF 


The penultimate article in our series of schools briefs about 


finance considers how shares 
valued by investors 


HAT is the value of a share 

of a company? This inno- 
cent-seeming question is a source 
of endless difficulty and contro- 
versy. One answer is clear, of 
course: the value of a share is the 
price it commands in the stock- 
market. That is true enough, but 
not very satisfying. Share prices 
move around erratically, often for 
no apparent reason. Fundamental 
value, one supposes, should be 
more stable. And prices are not in 
fact entirely random: they seem 
anchored, albeit elastically, to 
some underlying notion of worth. 
That is why, amid all the chaotic 
fluctuations, unexpectedly good 
news about company profits 
moves prices up, not down. Fun- 
damental forces are at work—but 
how are they to be assessed? How 
are investors to measure the un- 
derlying value of a share? 

Economic principles {and 
common sense) suggest that there 
must be two basic components. 
First, the flow of income that the 
owner of the share can expect to 
receive over time. (A share that will 
generate no income in any form at 
any time is fundamentally worth- 
less.) Second, the rate at which this 
flow of income received in the fu- 
ture should be “discounted”, so 
that it can be compared in “pre- 
sent value” terms with income re- 
ceived today. All of the many dif- 
ferent methods used by market 
professionals to value equities can 
be understood as attempts to 
gauge these two elements. 

Shares would be much easier 
to value if investors received all 
their income from them in the 
form of dividends, and if they 
knew what those dividends would 
be year by year from now until the 
end of time. They would add up 
this infinitely long series of flows, 
discount it (let us suppose, for 
now) using the interest rate avail- 
able on some alternative riskless 
asset, and thus calculate the pre- 
sent value of the income 
stream.This value would in turn be 
the share’s underlying worth. 

But the world is more compli- 
cated than this. The first and big- 
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and stockmarkets should be 


gest problem is immediately ap- 
parent: nobody knows, in fact, 
what the flow of future income 
from any share will be. So the first 
component of valuation calls for a 
forecast-—and the scope for error 
and disagreement is already vast. 

You would expect firms that 
do well to pay bigger dividends in 
future, and firms that do badly to 
pay smaller ones, or maybe to go 
out of business. Looking at the pre- 
sent level of dividends and sup- 
posing that it will persist indefi- 
nitely is therefore nota sound basis 
for valuation. Moreover, a growing 
number of firms do not pay divi- 
dends at all. So a more plausible 
guide is earnings (that is, profits). If 
a firm is profitable now, it has the 
means both to pay its owners a 
dividend and to retain some re- 
sources for investment. Retained 
earnings allow the company to 
grow, and provide the wherewith- 
al for higher earnings and divi- 
dends in future. Earnings, in other 
words, provide the means to pay 
income to shareholders not just 
now but next year and the year 
after. Unlike dividends, they have 
a forward-looking character. 


Highly valued 


That is why the most popular tra- 
ditional measure of valuation 
looks at earnings in relation to the 
share’s price in the market. This 
can bedone in two ways. First is the 
price/earnings ratio, probably the 
most quoted measure of valua- 
tion: the higher the p/e ratio, the 
more expensive a share is in rela- 
tion to the firm’s earnings. Wall 
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Street’s aggregate p/e ratio is cur- 
rently more than 30--astonishing- 
ly expensive by historical stan- 
dards (see chart 1). 

The other way of looking at it is 
to turn the ratio upside down, and 
to consider earnings divided by 
price. This is called the earnings 
yield. As a valuation measure, this 
is very natural and appealing. In 
effect, it shows current profit as a 
rate of return. Not all earnings will 
be paid out as dividends immedi- 
ately, but to the extent they are not, 
the value of the firm can be expect- 
ed to grow thanks to investment 
from retained earnings. This 
growth, in turn, will be reflected in 
a rising share price. So you can 
think of earnings yield as the en- 
gine that drives both dividends 
and capital gains, the two forms in 
which shareholders receive most 
of their income from their shares. 

Because the earnings yield is a 
rate of retum, it can be directly 
compared with other rates of re- 
turn. Wall Street’s aggregate earn- 
ings yield is currently about 3%. 
Note that this is a real (after infla- 
tion) return. The rate of return on 
American index-linked govern- 
ment securities (also a real return) 
is roughly 4%. On this measure, 
then, American shares in the ag- 
gregate are paying a lower rate of 
return than a perfectly safe alter- 
native investment. Given that 
shares are a riskier investment 
than index-linked liabilities of the 
American government, this is an 
extremely surprising state of af- 
fairs (and one that is the converse, 
of course, of the extraordinarily 
high p/e ratio mentioned a mo- 
ment ago). 

According to these traditional 
earnings-based measures, then, 
Wall Street is extremely “overval- 
ued”. Is the market wrong—or is 
the valuation method wrong? The 
earnings measures are not without 
their drawbacks. Although they 
are somewhat forward-looking 
(because they allow for invest- 
ment and growth), and although 
their historical record in predicting 
total returns on shares is excellent, 
they may nonetheless lead inves- 






tors astray. If companies grow fast- 
erin future than in the past, for rea- 
sons over and above the invest- 
ment of retained earnings, then 
actual earnings will grow faster as 
well, and the eamings yield will 
prove to have been too gloomy an 
indicator. 

This is not to say that there is 
no limit on what that growth 
might be. Logic and accounting 
identities set some ceilings—a fact 
that some market optimists tend to 
forget. (Obviously, for instance, 
earnings cannot grow faster than 
the economy as a whole for ever, 
for the simple reason that earnings 
cannot account for more than 
100% of the economy.) Nonethe- 
less, if the world is undergoing a 
new industrial revolution, driven 
by computers and the Internet, as 
many suppose, it is possible that 
earnings will surge for some time 
yet above their historical norms. 

The forecasting problem is ul- 
timately insoluble. However, some 
analysts have other reasons for 
preferring alternative measures of 
shareholder income to measures 
based on earnings. For instance, 
earnings is an accountant’s con- 
cept:aclever finance man, itis said, 
can make a company’s earnings 
come out at whatever he likes. 
Some analysts prefer measures less 
prone to manipulation, such as 
sales, or “cashflow” (which comes 
in various shapes and sizes), Still 
others prefer to look at the value of 
a firm’s physical assets (such as 
buildings and equipment). None 
of these measures is perfect. The 
best course may be to weigh all of 
them. When all is said and done, 
however, the amateur investor is 
well advised to look hard, and 
think hard, about earnings yield. 


Risks and returns 


But now comes another problem, 
Suppose the earnings yield accu- 
rately predicts the return to be ex- 
pected on equities. What is the ap- 
propriate rate to compare it with? 
And in making the comparison, 
how much of a premium (if any) 
should the investor expect to re- 
ceive in return for bearing the extra 
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risk (if any) of holding equities? 
Thinking back to the two compo- 
nents of valuation, income and the 
discount rate, this new question 
boils down to asking whether the 
discount rate should include an al- 
lowance for risk. 

Many recent arguments about 
the level of Wall Street are really ar- 
guments about risk and the appro- 
priate size of the risk premium. A 
crucial idea here is diversification. 
It makes sense for investors to div- 
ersify their holdings of shares, for 
two reasons. First, some firms are 
hitby random occurrences thataf- 
fect only themselves (eg, the foun- 
der dies or a clever employee in- 
vents post-it notes). Second, even 
apart from such specific shocks, 
different firms thrive in different 
circumstances, in ways that are of- 
ten predictable (eg, falling oil 
prices hurt Shell but help Singa- 
pore Airlines). As a result of these 
tendencies, a big portfolio is less 
risky than a single stock. 


Capin hand 

This means not only that all inves- 
tors should diversify, but that the 
risk premium on individual stocks 
should take account of this wide- 
spread practice. So when deter- 
mining an individual equity’s risk 
premium, the overall riskiness of 
its cash payouts is not important: 
what matters is how those payouts 
relate to the rest of the portfolio. In 
other words, the premium on an 
individual firm’s shares should be 
based in some way on their contri- 
bution to portfolio risk. 

The famous Capital Asset Pric- 
ing Model (carm, pronounced 
cap-m) is built on this idea. It re- 
lates the risk of shares to the risk of 
the market as a whole, rather than 
to the shares’ specific risks. In this 
way the principles of diversifica- 
tion refine the way investors judge 
the risk of individual stocks. Using 
volatility as a proxy, they recognise 
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that the risks of two stocks that 
bounce around alot, but alwaysdo 
soin theopposite direction, net out 
to nil if they are mixed in one port- 
folio. So the volatility that matters 
to investors is only the residual 
riskiness that a stock brings to a 
portfolio (called “beta”, in the jar- 
gon). And itis this aspect of volatil- 
ity that determines what the ex- 
pected returns should be. Shares 
that offer higher expected returns 
for the risk that investors bear are 
deemed cheap. 

The cap is not uncontrover- 
sial. Debate rages over whether it, 


the link between risk and return. 
The main problem is in how to 
measure volatility. Invariably, any 
estimates must be based on past 
returns. And by using those data, 
economists tacitly assume the fu- 
ture is going to resemble the past. 
Forecasts again. 

Consider the view that shares 
are a great buy for long-term inves- 
tors, because the short-term “risks” 
of holding them balance out over 
time. But this ignores the possibil- 
ity that the volatility of the stock- 
market as a whole might change. 
More importantly, it helps to re- 
member that volatility is just a 
variable that economists have 
chosen to measure risk. For short- 
term investors, who buy and sell 
frequently, it is an excellent mea- 
sure. But for long-term investors, 
what matters more is whether they 
will enjoy high returns over the 
next 30 years or so. And that de- 
pends on other risks, such as the 
prospects for productivity growth, 
wars, disease and demographic 
and technological trends. 

To realise the benefits of diver- 
sification, portfolios should con- 
tain shares that, on average, do not 
move in lock-step. But putting 
faith in historical correlations to 
estimate this can pose problems. 
Thelong-term investor might want 
to consider rather different things, 
such as the outlook for democracy 














or some other model, best captures . 





in Asia, the future of Russia or the 
effect of the Internet on: estab- 
lished brands. American and Eu- 
ropean stockmarkets, for example, 
tend to move together now. But 
their value ten years from now 
could be very different, for reasons 
that have nothing to do with to- 
day’s price gyrations. 


Better be quick 


Despite drawbacks with historical 
data, and some of the practical 
problems of measuring risk, the 
studies that economists have done 
paint an impressive picture of the 
way stockmarkets work. They sug- 
gest that most stockmarkets, espe- 
cially in advanced economies, are 
extremely efficient at incorporat- 
ing new information into share 
prices. This claim may seem fanci- 
ful to the average investor, who 
sees everyone around him trying 
to beat the market. 

But economists do not define 
market efficiency in absolute 
terms. From its inception, the con- 
cept has been defined in terms of 
information. A market is efficient 
with respect to quarterly profit an- 
nouncements, for example, if the 
implications of those announce- 
ments are immediately incorpo- 
rated intoshare prices. If the effects 
of the announcements seeped into 
the price over a number of weeks, 
or even years, the market would 
not be efficient. Economists mea- 
sure these effects through event 
studies, which capture the impact 
of such new information on the 
price of shares. 

Over the past 25 years econo- 
mists have published hundreds of 
such studies, examining the effects 
of mergers, R&D announcements, 
new product launches, changes in 
the boardroom, and just about ev- 
erything else that investment gu- 
rus mention when hawking the 
latest hot stock. And overwhelm- 
ingly these studies tell the same 
story: you cannot beat the market, 
and you will make only your 
stockbroker rich by trying. 

These studies, of course, are 
limited by the measures of risk 
that financial economists use. The 
most obvious challenges to the 
market efficiency model involve a 
long-term tendency for some types 
of share to outperform others. For 
example, until the past decade, the 
shares of small companies consis- 
tently outperformed large ones 
even after adjusting for traditional 
measures of risk (see chart 2). The 
debate is whether such higher re- 
turns are due to additional risks 
that economists have not mea- 
sured properly, or whether they 


represent profit opportunities that 
the market has failed to eliminate. 

Overall, the evidence suggests 
that shares do indeed yield a re- 
turn commensurate with their 
risk. Liquid markets, a constant ex- 
change of information and analy- 
sis, and effective techniques for ar- 
bitrage make it so. The big doubts 
arise over the market as a whole. 
And for good reason. In the past, 
entire stockmarkets in America, Ja- 
pan and emerging markets, have 
plunged dramatically from their 
peaks (see chart 3). Despite claims 
of the efficiency of share prices, 
these crashes suggest that finan- 
cial economists could be missing 
something important. 

Even if shares are priced cor- 
rectly relative to each other, and 
perhaps relative to other obvious 
financial assets such as Treasury 
bonds, does that mean that the 
overall level of the market is cor- 
rect? Consider the prospects for 
America’s stockmarket. At current 
prices, as noted earlier, the risk pre- 
mium for the market as a whole 
(measured as the difference be- 
tween the earnings yield and the 
riskless index-linked bond rate) is 
actually negative. Historically, 
economists estimate that the risk 
premium on American equities 
has been both positive and sub- 
stantial, at around 6%. 

Some economists believe that 
the equity risk premium may have 
been overestimated in the past. 
Market bulls have seized on this, 
and combined it with their own 
explanations of why the premium 
should be falling, to argue that it is 
much lower now. The lower the 
premium, the higher share prices 
can rationally rise. But it seems 
hard to justify a premium of zero, 
never mind one that is negative. 

Are the bulls right? Many 
economists have doubts, but they 
are reluctant to question the mar- 
ket. Institutional investors, for 
their part, have a lot riding on con- 
tinued strength in shares. And the 
man in the street—well, for now at 
least, he is running with the bulls. 
ya aiia an — ais = 








A reprint of the eight articles in 
this series of Schools Briefs will be 
available from The Economist | 
Shop from January 4th 2000, at a 
price of £6.00 in Britain and £7.50 
abroad, including postage and 
packing. Discounts are available 
for bulk purchases. Please send 
your order with pre-payment by 
cheque to: The Economist Shop, 

15 Regent Street, London, SW1Y 4LR, 
| uk. For credit card orders phone 
+444 (0) 20 7839 1937 or fax on 
+444 (0) 20 7839 1921. 
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As part of its successful and comprehensive 
privatization program, the Government of 
Niger requests expressions of interest from 
experienced, international and well-established 
hotel chains or other groups interested, as part 
of an international bidding process to manage 
under a long-term concession contract the 
premier 4-star hotel, with 204 keys, the 
«Gaweye», in Niamey, Niger. 


DATES on CONTACT DETAILS: 


Hotel chains or other groups interested, that 
wish to participate in this bidding process 
should send their expressions of interest with 
background and experience of their company 


by December 23rd, to one of the following 
addresses: 











INSEAD 





7-17 March 2000 


In order to optim your decision-making 
and add an extra dimension to it, wouldn't 
you like to know how to use ratios and cash 
flow analysis to measure your company’s 
performance? To know what Economic Value 
Added means and how it is used to calculate 
managerial incentives? To know how to 














In this programm 


REPUBLIC OF NIGER 
MINISTRY OF PRIVATIZATION 


CELLULE DE COORDINATION DU PROGRAMME DE 
PRIVATISATION 


REQUEST FOR EXPRESSIONS OF INTEREST 


FINANCE FOR Ex 


6 September 


forecast - see the impact of your plans on 
the bottom line and cash position? 


Hietala takes managers outside 
the financial function through the 
main issues of finance. 








Cellule de coordination du programme de 
privatisation, 
Immeuble ex-bdrn, 5° 
Niamey, Niger i 
TEL: (227) 73 27 50 FAX: (227) 73 59 91 
AND Email: ccpp@intnet.ne 

Contact: Mrs Miginyoua Aissa — Mr Bernard 
Andre 


Detente consultants en loisirs et tourisme 
20 rue du 4 Septembre, 75002 Paris 

TEL: (33) 1 47 42 52 25 FAX: (33) 1 47 42 
74 83 AND Email: detente.consult@wanadoo.fr 
Contact: Mr Joseph Tomatis — Mrs Pascale Dure 


A tender file will be sent to the short-listed hotel 


chains and groups by the end of December 
1999, 







etage, bureau 5-16, 







































e objectives of the programme are: 

* To improve your understanding of modern corporate 
finance and the corporation's financial objectives 
and constraints, 

© To integrate financial considerations into corporate 
policies and management decisions, 

© To design corporate strategies to enhance shareholder value, © 

e To better communicate and negociate plans of action. 


e Professor Pekka 











° Company Name & Address 


o Gountry 


Tet 





Mr/Ms/Dr/Other 


Job Title 


Postcode 


T. emal 


























YOU CAN DROWN IN THE 
FLOOD OF NEW BUSINESS 
INFORMATION. 




















OR YOU CAN HARNESS 
AND DIRECT IT. 

STERN SELECTS EXECUTIVE 
DEVELOPMENT PROGRAMS 
FILTERS THE LATEST 
INFORMATION NECESSARY 
FOR SUCCESS AND PUTS 

IT WITHIN YOUR GRASP. 








STERN SELECTS EXECUTIVE DEVELOPMENT PROGRAMS SPRING 2000 


| March 22-24 
< MANAGEMENT: 
-Protecting the Firm from Situational and Social Risks 


March 22-23 in London 

CORPORATE VALUATION TECHNIQUES: 

Getting it Right in “Re"-Emerging Markets 

Offered jointly with The London School of Economics 
April 3-4 in NYC, May 1-2 in London 

VALUATION OF HIGH TECH STOCKS 

Offered jointly with The London School of Economics 
AL April 5-7 

MARKETING: 

Creating Competitive Advantage in Financial Services 
june 5-16 

MANAGEMENT: Essentials for the Experienced Professional 


Our professors are versed and versatile enough to create and present any program 
your company may need. Inquire about Executive Development Custom Programs. 

























To receive more information on these and other courses: 
call 1.888.NYU.EXEC, fax 212.995.4502 
exec-dev@stern.nyu.edu 
www.stern.nyu.edu/executive 






EXECUTIVE 
DEVELOPMENT 









Smaller laptop? Smaller flaptop. 






Our Flexible Unwreckable™ 
frame protects your laptop. 
Hand finished cowhide: 
choose natural, walnut or 
black. Letter-size, fat letter- 
size, A4, or legal-size. 

$650 to $695. 





We make Glaser Travel 
Goods, and sell directly to 
you. Talk with us about 
your luggage and briefcase 






























Insiders™ dividers: 


needs. Any purchase may customize the way you 
be returned unused in ten organize your documents 
days for a full refund. and gear. 


Please call for our free catalog. Toll free 800.234.1075. 


GLASER DESIGNS 


Travet Goops MAKERS 

32 OTIS ST. SAN FRANCISCO, CA 94103 

PHONE 415-552-3188 FAX 415-431-3999 

TOLL FREE 800-234-1075 ECON@GLASERDESIGNS.COM 
jonnelle 


CADRES EN ACTIVITE 
< profess 


Executive MBA 
Dauphine - UQAM 





e tion 
ns interrup 
Satie votre vie 






E 3 jours par mois (vendredi, 
samedi et dimanche) et une 
semaine bloquée au Canada 
en août 2001. 


E Utilisation des nouvelles 
technologies (CD-Rom, 
Internet, Groupware, Visio- 
conférence,...). 


E Double diplôme délivré par 
l'Université Paris Dauphine 
et par l'UQAM (Université du 
Québec à Montréal). 








@ Formation bilingue (français 
et anglais) sur 2 ans, de sep- 
tembre 2000 à juillet 2002. 


Renseignements : ms j 
Tél. : 01 44 05 41 81 - Fax : 01 44 05 4125 


E-mail : mba@dep.dauphine.fr 3 
www.mba.dauphine.fr | 
Directeur du programme Executive MBA : Professeur Michel KALIKA 
UNIVERSITE PARIS 


DAUPHINE 


Université Paris Dauphine - Département d'Education Permanente 
Place du Maréchal de Lattre de Tassigny - 75775 PARIS CEDEX 16 
















fi] Université du Québec 4 Montréal 





SCIENCE AND TECHNOLOGY 


Genomic pronouncements 


The race to complete the sequence of the human genome is entering the home 
straight. Unfortunately, the competitors still cannot agree on what the winner 


will be allowed to do with the prize 


A ouen they often do their best to 
conceal it, scientists are only people. 
Like other fields of human endeavour, sci- 
ence has its rivalries and jealousies. But rival- 
ry in science used to be about glory. It was 
not always gentlemanly, but the proprieties 
were mostly observed. Now, increasingly, it 
is about money. The proprieties are still ob- 
served, just; but the strains are starting to 
show. And nowhere more than in the field of 
human genetics. 

The past fortnight has seen a 
welter of announcements. The 
latest, long expected, but pub- 
lished only in this week's edition 
of Nature, is the formal proclam- 
ation—a few small gaps aside— 
of the first full genetic sequence 
of a human chromosome. Ad- 
mittedly it is of chromosome-22, 
the second-smallest of those 
shared by men and women 
(though the stubby y-chromo- 
some, found only in men, is also 
thought to be smaller). But the 
paper is a landmark of sorts. 

Chromosome-22 contains a 
mere 1.7% of the pna in a cell. 
Even so, the authors of the Na- 
ture paper (a team of 217, operat- 
ing as part of the so-called Hu- 
man Genome Project under the 
nominal leadership of fan Dur- 
ham, of the Sanger Centre in 
Cambridge, England) have iden- 
tified 545 genes in that pna, and 
they have reason to suspect the presence of 
more than 300 others. 

Since failures of chromosome-22 seem to 
be associated with schizophrenia, as well as 
with a number of rare congenital diseases 
such as “cat eye” syndrome and DiGeorge 
syndrome (in both of which various bodily 
organs fail todevelop properly), understand- 
ing the chromosome has some medical val- 
ue, Also, as the first example of what a hu- 
man chromosome looks like in detail, it 
should help researchers to sequence larger 
chromosomes more easily. The timing of the 
announcement nevertheless has a whiff of 
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stage-management about it. 

The Human Genome Project is a nomi- 
nally multinational, but in practice Anglo- 
American, undertaking centred on the Sang- 
er Centre and four American laboratories, 
and financed by the American taxpayer and 
the Wellcome Trust, a British charity. The 
news about chromosome-22 comes just a 
week after America’s National Academy of 
Sciences (nas) let it be known that one bil- 





lion of the 3% billion genetic “letters” (actual- 
ly chemical bases) in human pna had been 
sorted out and ordered by the project. 

The day of the nas announcement also 
saw the release by another organisation, the 
Single Nucleotide Polymorphism (or snp) 
Consortium, of the locations of 2,300 snps— 
single-letter differences between the DNA of 
individuals that are likely to be important in 
tracking the genetic causes of disease. Al- 
though the consortium is not part of the Hu- 
man Genome Project (its core is a collabora- 
tion between ten pharmaceutical compan- 
ies), there is a lot of overlap. Some of the 


money comes from the Wellcome Trust, and 
several of the academic institutions in- 
volved, including the Sanger Centre, are also 
participants in the Human Genome Project. 

The whiff of stage-management comes 
because both collaborations are actually re- 
leasing their data as they go along. Anyone 
who is professionally interested will there- 
fore know the rate of progress already, with- 
out the need for brouhaha and press confer- 
ences. Of course, there is rarely such a thing 
as bad publicity. But that publicity will be 
particularly welcome at the moment, be- 
cause both the Human Genome Project and 
the snp Consortium have a rival. 

That rival is a private human genome 
project. And the private project caused a 
flurry a few weeks ago when it proclaimed 
that it, too, had over a billion bases in the 
bank (a figure it raised to 2.7 billion the day 
before the nas and snp Consortium an- 
nouncements). Indeed, the bank is where it 
is hoping the fruits of its research 
will end up—for it has filed pat- 
ent applications on 6,500 of the 
genes that it has found lurking 
among those bases. 


A dose of celerity 

The private genome project is be- 
ing undertaken by Celera, a com- 
pany based in Rockville, Mary- 
land, that is owned by Perkin 
Elmer, a scientific-instrument 
maker. Celera’s head, Craig Ven- 
ter, aims to beat the publicly fi- 
nanced project to the genome, 
and the snp Consortium to the 
SNPS~and to pay for the enter- 
prise, at least in part, by taking 
out patents on some of the genes 
the company discovers. The lead- 
ers of the public project hope to 
stop him by putting their results 
in the public domain as rapidly 
as possible. Since publication 
precludes patenting (or, depend- 
ing on the country involved, re- 
serves any patent rights to the publisher), it 
should stymie Celera and Dr Venter. 

The origins of this rivalry arecom plex. Dr 
Venter worked for the public project in its 
early days, but left after a disagreement 
about the value of a technique known as ex- 
pressed-sequence tagging (est), which he 
was promoting, and also about whether 
EST's products (small DNA sequences that 
can be used to locate particular genes) could, 
or should, be patented. After leaving, he 
founded an independent laboratory called 
the Institute for Genomic Research (TIGR). 

EST is now a commonplace technology, 
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T main application of human genet- 
ics will always be to health (see main 
story), but the subject has some interesting 
byways. Oneis the tracing of early human 
migrations. This month, in Nature Genet- 
ics, Lluis Quintana-Mutci, of the Universi- 
ty of Pavia, in Italy, and his colleagues pro- 
pose a new version of the history of the 
most important of these migrations—the 
movement of people out of Africa. 

Homo sapiens evolved in Africa and 
lived only there for around 100,000 years. 
Then the species began to spread. Con- 
| ventional theory, based on fossil evi- 
| dence, suggests that this spread took place 
| by land, via the Levant. After analysing 





Out of Africa, always something new 


the genes of modern people, though, Dr 
Quintana-Murci reckons that most Indi- 
ans, at least, trace their roots back to a par- 
allel spread by sea, via southern Arabia. 
Many east Africans, southern Arabi- 
ans and Indians share particular muta- 
tions of the genes in question—which are 
found in energy-generating structures 
known as mitochondria. These mutations 
are not seen in Levantines. And their pat- 
tern in different populations suggests that 
they originated in Africa rather than being 
brought back there by immigration from 
India. Which means that early east Afri- 
cans must have had boats. Or, at the least, 
they must have been good swimmers. 








and Dr Venter, clearly a restless individual, 
left TIGR in 1998, to set up Celera. Unlike 
TIGR, which cut its ties with commerce fairly 
rapidly, Celera is in it for the money. But 
when the company was set up, itannounced 
that it planned to patent only a few hundred 
human genes. Most of its income would 
come from analysing and “annotating” its 
database to make it more useful, and hiring 
the annotated data out to interested drug 
companies (four of which have already 
- signed up). Indeed, the private project was to 
be so squeaky clean that, after a suitable de- 
‘Jay to allow company scientists to pick over 
what they had found, the whole lot would 
be made publicly available—in effect, doing 
the official project’s job for it without the 
need for more taxpayers’ or charity money. 

Perhaps the leaders of the public project 
do not trust Celera (given the inflation of “a 
few hundred genes” to 6,500, they might be 
justified). Perhaps they are merely protecting 
their empires. Whatever the reason, instead 
of saying “thank you” and choosing to 
spend their money on something else, they 
have decided to take Celera on. 

It has to be said that this preference for 
keeping human genetics in the public do- 
main is not held only by governments and 
charities. The existence of the snp Consor- 
tium, which contains some of the pharma- 
ceutical industry’s biggest names, including 
Novartis, Glaxo Wellcome and SmithKline 
Beecham, shows that. No doubt many of 
these firms would prefer to control the snps 
themselves. But part of Celera’s strategy is to 
compare the genomes of several individuals 
to look for snrs. And, rather than allow Cel- 
era to get an arm-lock on human snes, these 
companies are willing to see them put into 
the public domain by collaborating with 
their rivals. 

The competition has certainly proved ef- 
ficacious. When Celera was created, in May 
1998, the leaders of the Human Genome Pro- 
ject were talking vaguely of completion in 


2003. That rapidly came down to 2002 or 
2001. But Celera’s target for finishing its first 
draft of the genome is now June 2000, and its 
public rivals claim that they, too, will be able 
toget at least a first draft by then. 

In the light of its announcements, it 
might be thought that Celera would make its 
deadline with time to spare: 2.7 billion bases 
is, after all, about 80% of the total human ge- 
nome. Toa certain extent, however, these bil- 
lions are smoke and mirrors. 

First, to produce an accurate result re- 
quires that a genome be resequenced several 
times, so that errors can be seen. Second, Cel- 
era uses a sequencing technique called 
“whole-genome shotgunning” to achieve its 
results. This technique breaks large chunks 
of pna—either whole chromosomes, or all 
the pna in a cell’s nucleus—into a myriad 
pieces small enough for DNA-sequencing 
machines to chew up. That, combined with 
the latest, automated sequencing machines, 
thoughtfully provided by Perkin Elmer, pro- 
duces sequences much faster than the 
“clone-by-clone” technique employed in 
the public project. This proceeds through in- 
termediate stages, consisting of chunks and 
sub-chunks of chromosomes. 

Putting the results of the clone-by-clone 
approach together is relatively simple, as the 
position of any chunk on its parent chromo- 
some is known before the sequencing starts. 
Organising the shotgunned pieces is much 
harder. It means matching up millions of 
short strands of pna by looking for overlaps 
in the genetic message that they carry. This 
would be taxing in any circumstances. But 
human pna contains a lot of “stutters”, in 
which the message repeats itself over and 
over again. Arranging the sections contain- 
ing these repeats is very difficult. 

Computers, however, should be able to 
do the job. Gene Myers, Celera’s felicitously 
named software guru, has a set of programs 
that he believes is up to the task. They are 
currently being “road-tested” on the genome 





of the fruit fly, Drosophila, which was shot- 
gunned by Celera in September. Dr Myers 
hopes to have the bits of the jigsaw sorted 
out by January. 

The human genome, however, is 20 
times bigger than Drosophila’, and it also 
contains a lot more repeats. But Celera will 
be able to use information from the public 
genome project to help it. Those clones that 
have already been published will give it 
short-cuts to help it order its own data. 

Given that, it might be thought wiser for 
the public project to collaborate with Celera, 
rather than racing against it. There is a prece- 
dent for such collaboration: Drosophila. 
Celera was able to work quite happily with 
Gerry Rubin’s non-profit Drosophila Ge- 
nome Project, based at the University of Cal- 
ifornia, Berkeley. Indeed, it was this collabo- 
ration—which showed Dr Myers that his 
programs were coming up with the same an- 
swers as Dr Rubin's clones—that gave Celera 
such confidence that its approach will work. 

The sticking-point is those patents, and 
the insistence of the public project’s leaders 
that Celera make all its data available imme- 
diately, rather than sitting on it for months. 
Nocommercial organisation is going to agree 
to those terms. So the race goes on. 


Medical monitoring 


Web shirts 


A THE number of people turning to web- 
sites such as Webmp and DrKoop for 
medical advice grows, so too will the de- 
mand for accurate data on which to base 
that advice. A lay person’s vague description 
of his symptoms, or the results of a one-off 
physical examination by a harassed doctor, 
may conceal or confuse more than they re- 
veal. Online monitoring is a natural counter- 
part to online advice. But this requires medi- 
cal hardware thatis cheap, portable and easy 
to use. One solution, being promoted by a 





It won’t cost your shirt 
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REPUBLIC OF GABON 
Ministry of Economy, Finance, Budget and Privatisation 
The Privatisation Committee 


INVITATION TO SUBMIT AN EXPRESSION OF 
INTEREST FOR THE PRIVATISATION OF 
CIMENTS DU GABON 


The Government of Gabon hereby invites expressions of 
interest for participation in the bidding process for the 
privatisation of Ciments du Gabon. The Government’s 
intention is to sell 100 percent of the shares in Ciments 
du Gabon to a strategic partner and majority owner who 
would assume responsibility for the management of the 
company and to local investors and employees of the 
company. 


This invitation is addressed to investors that are 
interested in becoming the strategic partner. Such 
investors may be local, foreign, individuals or groups 
and should possess adequate financial resources and 
cement industry and sector management expertise. 






Ciments du Gabon owns and operates a clinker plant 
situated some 40 km east of Libreville with an annual 
capacity of 330.000 tons and two clinker grinding plants 
with a combined capacity of approximately 400.000 tons 
which are located at Owendo (near Libreville) and 
Franceville (in the interior of the country) respectively. 






The privatisation process will be administered by the 
Privatisation Committee under the authority of the 
Interministerial Commission for Privatisation. The 
Committee is assisted by the consulting firm Swedish 
Development Advisers AB in Gothenburg, Sweden. 







Interested parties can obtain an Information 
Memorandum and the bidding terms and conditions from 
the below mentioned offices against payment of a non- 
refundable fee of US$ 1.000 in the form of a bank 
cheque in favour of the Privatisation Committee at the 
address below. 








Mr. Meye Bekourou 
Secretary of the Privatisation Commmittee 
Ministry of Finance; 4th floor, room 410 
B.P. 9672 Libreville/GABON 
Tel: +24 1-76 06 77/ 77 57 23 
Fax: +241-72 18 18 
e-mail: meye.bekourou@internetgabon.com 
or 
Mr. Lennart Kénigson/Mr. Hussein Mustafa 
Swedish Development Advisers, AB 
Box 120 37 S-402 41 Gothenburg/SWEDEN 
Tel: +46-31-24 25 00 
Fax:+46-31-24 25 15 
e-mail: Ik@swedevelop.com 













Expressions of interest should reach any one of the above 
mentioned addresses no later than December 31st 1999, 

Information about the company, Société des Ciments du 
Gabon, and the privatisation process can also be obtained 
from the website www.cimentsdugabon.com 
















































REPUBLIC OF HUNGARY : 
HIGHER EDUCATION REFORM PROJECT (4287-HU) 


CALL 
for EXPRESSIONS OF INTEREST for CONSULTANT 
ORGANISATIONS concerning expert assistance in > 
ASSISTING THE REFORM OF THE FINANCING S YSTEM, | 
THE DEVELOPMENT OF INSTITUTIONAL FINANCIAL - 
AUTONOMY AND MONITORING ACTIVITIES 











This request for expressions of interest follows the General 
Procurement Notice for the Hungarian Higher Education: 
Reform Project that appeared in Development Business (16 
April 1999). The primary aim of the project is to develop a | 
system of higher education that responds to the nation’s 
changed and changing social and economic needs. 









The Government of the Republic of Hungary has received a 
loan from the International Bank for Reconstruction and 
Development and intends to apply part of the proceeds of this. |} 
loan to payments under the contract for consulting services to ff 
assist in the design and implementation of a Governmental 
Higher Education Policy, Integration and Communication |] 
Programme. The programme is intended to enhance 
governmental higher education policy planning and 
implementation at national level and in higher education 
institutions (HEIs) in form of pilot projects. 


The Ministry of Education (MoE) of the Republic of Hungary - 
now invites eligible consultant organisations to indicate their. i 
interest in providing expert services in designing and 
implementing the above programme. The Consultant will 
support the MoE in establishing new methods of higher 
education financing (including the reform of the existing 
normative (per capita) financing and other forms) and will 
develop the new system of controlling and assessing the f| 
efficiency of the HE financing system in Hungary. |] 
Furthermore, the consultant will assist the MoE in developing 
a new model of institutional financial autonomy with the | 
required national level reforms. The Consultant will design, I 
plan and implement pilot projects of institutional financial 
autonomy (2 or 3 large, multi-campus universities), and will 
carry out monitoring activities of the system level controlling 
and assessment activities and to the monitoring of the pilots |} 
on institutional financial autonomy. 

























Interested organisations must be able to provide information 
indicating that they are qualified to perform the services 
(brochures, description of similar previous assignments, 
experience in similar conditions in the region and in Hungary; 
availability of appropriate skills among staff, e.g. short 
professional CVs of key personnel). Due to the complexity of 
task consultants may associate to enhance their 
qualifications. ` 











Consultant organisations will be selected in accordance with i 
the procedures set out in the World Bank's Guidelines: 
Selection and Employment of Consultants by Bank Borrowers, 
January 1997. Interested consultants may obtain further 
information at the Ministry of Education's Project: 
Management Unit (see address below). Expressions of interest 
must be delivered to the address below within 30 days of the 
date of publication. 










Ministry of Education, 
Emese Nagy 
located Programme Co-ordinator (Office for Higher Education 
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-SCIENCE AND TECHNOLOGY 


company called LifeShirt.com, based in Ojai, 


‘California, is to sew all the necessary hard- 


ware into your clothes. 

The LifeShirt, as the company’s device is 
called, is a turtlenecked, short-sleeved shirt 
that could yet become the height of medical 
fashion. The shirt has six types of sensors 
woven into its fabric, and is able to monitor 
more than 4osignals from the wearer's body. 
These measurements include such standard 
stuff as electrocardiograms and blood pres- 
sure, but also more subtle signs, such as a dif- 
ference in expansion between the right and 
left sides of the thorax, which is symptomat- 
ic of pleural effusion (fluid in the lungs). Mar- 
vin Sackner, the doctor and inventor behind 
the LifeShirt, has adapted most of the sensing 
technology from bedside equipment in hos- 
pitals, finding ways to make such devices 
comfortably portable. 

Perhaps the cleverest aspect of the Life- 
Shirt is not what it measures, but what it 
does with the resulting information. The 
shirt connects to a commercial handheld 
computer that gathers the data, and also al- 
lows the wearer to enter significant symp- 
toms—such as dizziness or pain—when they 
occur, whether in the office, on the golf- 
course or in bed. 

At regular intervals, the wearer can 
transfer this information via a personal 
computer to an electronic hub on the In- 
ternet. Here, it is analysed and reviewed by a 
team of technicians and doctors. The pro- 
cessed information is then returned to the 
wearer and to his own doctor, whocan use it 
to offer well-founded advice. 

Being able to create a medical movie of a 
patient at any time of the day or night, rather 
than relying on a few snapshots taken under 
clinical conditions, promises far more accu- 
rate diagnosis. Take a problem such as sleep 
apnoea, where the patient suffers from hun- 
dreds of brief arousals from sleep during the 
night. The symptoms during the day are sim- 
ilar to those of somebody suffering from 
anxiety, but a prescription against anxiety 
may actually aggravate the condition. 

The founder of LifeShirtcom, Andrew 
Behar, expects to have the first shirts on the 
market by next autumn. Mass production 
should eventually bring the price below 
$100—less than the handheld computer the 
shirt connects to. 
cone 








Transistors 


A tall story 


OORE'S meta-law, as coined by The 

Economist, states that every improve- 
ment in the technology of chip-making is 
followed by a spate of press articles—most 
of which begin by describing Moore’s law— 
hailing the improvement as a breakthrough. 
(Moore’s law itself predicts that the number 
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of transistors that can be fitted on to a chip 
doubles roughly every 18 months, thus al- 
lowing computers to double in speed, or to 
fall in price by half.) The meta-law holds be- 
cause engineers are always claiming that 
their new trick will turn the business of chip- 
making upside down. 

For the latest twist in chip design—de- 
vised by a team at Bell Labs, the research arm 
of Lucent Technologies, and due to be an- 
nounced on December 7th at the Interna- 
tional Electron Devices Meeting in Washing- 
ton, pc—that claim is at least half true. In 
place of conventional transistors, which 
control current-flow through a horizontal 
channel, the researchers have devised a new 
transistor in which current flows vertically. 

Turning a transistor on its side, if not ac- 
tually on its head, yields a number of advan- 
tages—and, yes, smaller size and higher 
speed are among them. But, according to 
Jack Hergenrother, who led the research 
team, the main point is that the key dimen- 
sions of the transistor can be controlled with 
more precision and consistency than before. 

A transistor consists of a gate and a chan- 
nel, separated by a thin layer of insulation. 
Applying a voltage to the gate determines 
whether or not current can flow through the 
channel. Normally, the various parts of a 
transistor are made using photolithography. 
This involves shining light through a pat- 
terned mask and on to the surface of a chip, 
soas tochange the chemical properties of the 
exposed parts of that chip. Once this is done, 
a series of chemical processes, some of 
which require high temperatures, are used to 
etch microscopic electrical circuits on to the 
chip’s surface. 

The problem is that photolithography 
and etching are not perfectly accurate, so not 
all the resulting transistors are the same size. 
In particular, the length of the gate may vary 
from one transistor to the next. This is bad, 
because gate length is one of the characteris- 
tics that determine a transistor's speed. The 
greater the gate length, the slower the transis- 








tor, since electrons passing through the 
channel in the transistor (which is the same 
length as the gate) have further to travel. As a 
result, variations in the gate length reduce 
the chip’s overall performance. 

The vertical transistor, however, does 
not rely on lithography and etching to define 
its gate length. Instead, the transistor is built 
up as a series of layers, deposited one at a 
time on the chip—a process that allows the 
thickness of each layer to be controlled very 
accurately. Because the transistor has been 
turned on its side, the gate is vertical, not hor- 
izontal, and its length (actually, its height) is 
determined by the thickness of one of the 
layers, called the “sacrificial” gate layer. 

The interconnecting wires between tran- 
sistors are still made using lithography in the 
normal way. Only when all the masking and 
etching is complete is the sacrificial gate layer 
dissolved away, allowing the gates (and the 
insulation layers between the gate and chan- 
nel of each transistor) to be filled in. The re- 
sult is that the gate length can be controlled 
precisely. It can also be much smaller. Con- 
ventional transistors typically have a gate 
length of 180 billionths of a metre (nano- 
metres). Itis generally believed thatit will not 
be possible to reduce the gate length much 
below 100 nanometres using current litho- 
graphic processes. Prototypes of the vertical 
transistor, on the other hand, already have a 
gate length of 50 nanometres, and it should 
be possible to make them smaller still. 

The shorter gate length, and the fact that 
the gate length does not vary from transistor 
to transistor, should help chips that are built 
using vertical transistors to run faster. Fur- 
thermore, each transistor has two gates—one 
on either side of the channel. This boosts 
speed by as much as another factor of two 
for some types of chip, by doubling the 
amount of current each transistor can deliv- 
er. And because the gate and the insulation 
layer are formed right at the end of the chip- 
making process, after the high-temperature 
steps have been completed, it is possible to 
choose from a wider range of materials for 
the insulation layer. This paves the way for 
new insulating materials which allow the 
transistor to switch faster, but are not toler- 
ant of high temperatures. 

Since they are built on to a flat wafer, 
rather than etched out of it, layers of vertical 
transistors could even be constructed on top 
of one another, raising the intriguing pos- 
sibility of multi-storey semiconductors. 
What is more, according to Dr Hergenrother, 
all of this is possible using current chip-mak- 
ing equipment and processes. 

Clever stuff, undoubtedly. But though 
the technology may be new, it is accompa- 
nied with the traditional grand claims. Inev- 
itably, Lucent is suggesting that vertical tran- 
sistors could some day replace conventional 
ones completely. Whether that is any more 
than a tall story remains to be seen. 
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The Magic Wand 


Notebook computers can be drag - literally - when they're loaded down with all your peripherals. But here comes the 
Twinhead PowerSlim 600 Series - a notebook computer so slim and so light you'll hardly know it's there! The PowerSlim 
600 Series offers you state - of - the - art engineering with heavy duty processing power, along with all the peripherals you 
need, including CD-ROM drive, DVD-ROM drive, 3.5" FDD and a second battery port. All this in a package 31mm high 
and weighing at 2 kg! How do we do it? Through a magic device called the "Media Bay". This unique swappable utility 
lets you juggle all your peripherals without the tangle of external cables or the weight of unneeded devices. The ultra- 
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A] Click a button, get the global weather. Click 


another button to do currency conversions. Gl 










Click again: Language translations or information on 
our worldwide airport lounges. You'll even find health 
Lel tips for stressed-out executives. The new 
Diners Club website. It’s everything you need to 
get your next trip headed in the right direction. 
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Exile on Main Street 


ATLANTA AND NEW YORK 


What separates artwork from hackwork? Popular icons from kitsch? Perhaps 


these are distinctions that 
hard-to-pigeonhole artists 
Daumier and Grant Wood 


HE heroic story goes like this. Norman 

Rockwell (1894-1978) represented every- 
thing the serious art world hated. From the 
age of 18 he worked as a commercial illustra- 
tor. He went on to make a handsome living 
producing advertisements for Ford and cov- 
ers for the enormously popular Saturday 
Evening Post. He provided sentimental 
story-pictures idealising small-town Ameri- 
ca. He worked in a seemingly innocent real- 
ist style. He painted happy soldiers and hon- 
est presidents. The snobs laughed but the 
public loved him. 

On Rockwell’s death, one high-art critic 
declared that his work had left no visible 
mark on art history and never would. When 
set against the abstraction and experiment 
prevailing during his lifetime, his feel-good 
subjects and shiny realism looked simple- 
minded and sweet. In the heyday ofcommit- 
ted modernism, Rockwell became the em- 
bodiment of sentimental kitsch. 

But that was close on three generations 
ago, postmodern values now rule and the 
admirers of Rockwell are enjoying a sort of 
posthumous revenge. Whether their delight 
is more in the pictures themselves or in the 
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few believe in any more. We look at three 
currently on view: Norman Rockwell, Honoré 


discomfiture of the snobs is an interesting 
question. But, rate him or not, a Rockwell 
bandwagon is under way. A retrospective, 
“Pictures for the American People”—which 
opened at the High Museum of Art in Atlan- 
ta, Georgia, in November and will travel to 
museums across the country before finish- 
ing at New York’s Guggenheim Museum in 
2002—includes 70 oil paintings and 322 cov- 
ers he produced for the Post. 

Anyone with his eyes open will see that 
Rockwell was an illustrator in a class of his 
own. But was he more? As an illustrator did 
he have the passion and individual vision 
that put a satirist such as Daumier (see next 
article) into the category of great art? 

Rockwell was not really the outsider of 
legend. Much of the art world accepted him 
for what he was even as he hid his own self- 
doubt under a gee-shucks insouciance. Pho- 
to-realist artists liked his style and his habit 
of working from photographs. Willem de 
Kooning collected his work. Andy Warhol, 
the guru of pop art, admired Rockwell's un- 
exalted and commercial view of his craft. In- 
deed Rockwell out-Popped Warhol when he 
leant his name to a correspondence course 


called the Famous Artists School—an easy- 
going coup for which Warhol would surely 
have given one of his Campbell's soup cans. 

Rockwell was a New Yorker by birth. His 
childhood was anything but idyllic and for 
much of his later life he suffered from under- 
confidence and depression. Precocious if not 
quite prodigious, he drew his first cover for 
the dowdy Post at the age of 22. He revelled in 
the Jazz Age, when illustrators such as How- 
ard Pyle and N.C. Wyeth were the rage. But 
he loved old masters too and worked classi- 
cal references into his work: the overalled 
woman in “Rosie the Riveter” (1943) is mod- 
elled on a figure in Michelangelo's Sistine 
Chapel ceiling. More than once Rockwell 
fled to Paris to try art for art’s sake. But he al- 
ways returned to his bread and butter: maga- 
zine covers on popular subjects for a mass 
audience—“Santa-down-the-chimney” ma- 
terial, as Rockwell called it. 

Rockwell left the Post in 1963 and moved 
to Look magazine the following year. There 
he produced a series of pictures on the theme 
of racial violence. (The Post would show 
“coloured people” engaged only in menial 
tasks.) “The Problem We All Live With” (1964) 
shows a young black girl walking to school, 
books in hand, her eyes fixed ahead. She is 
dwarfed by the figures of four burly men, 
federal marshalls escorting her. The aura of 
silent menace is intensified by the brutal 
way in which Rockwell has cropped the 
heads of the men. In another picture, a black 
man and a white man stand over a dead bo- 
dy in the shadow of a lynch mob. Here the 
wobbly lines and spectral make an unmis- 
takable bow to Daumier. The exact political 
message is debatable, but these works voice 
clear outrage at intolerance. 

One notable Rockwell convert is a high- 
art critic, Robert Rosenblum. He had been 
brainwashed into seeing Rockwell as a bar- 
bershop illustrator, he says, but changed his 
mind on visiting the Rockwell museum in 
Stockbridge, Massachusetts, where he found 
his hyper-realism “liberating”. Dave Hickey, 
a maverick art historian and critic who lives 
in Las Vegas and who likes to provoke, com- 
pares Rockwell to Hogarth, Vermeer and 
Frans Hals. He speaks of Rockwell as “the last 
best practitioner of a tradition of social 
painting that began in the 17th century.” 

“Are you really an artist, Mr Rockwell?” 
was a question interviewers never failed to 
ask. The response was usually a polite shrug. 
At least part of the reason for Rockwell's re- 
habilitation is surely that questions of that 
kind nowadays seem flat-footed and beside 
the point. After all, there are lots of ways to 
do art and lots of ways to be an artist. 

y = a 








MOREOVER 
Honoré Daumier 


Beyond satire 


INGS are as sensitive to mockery as any- 

one else. The great French caricaturist, 
painter and sculptor Honoré Daumier (1808- 
79) was only 24 when he fell foul of his sover- 
eign, Louis-Philippe. He was imprisoned for 
six months for a series of satirical lithographs 
ridiculing the king. In one devastating image, 
Louis-Philippe is shown as “Gargantua swal- 
lowing bags of gold extorted from the peo- 
ple”—which duly pass through the king’s 
body and reappear in the form of official 
documents, guaranteeing lucrative favours 
tocorrupt cronies. 

Daumier produced more than 4,000 
such lithographs in his lifetime. It is for these 
images that he is rightly famous. Like the ear- 
lier English pictorial satirists Hogarth, Gillray 
and Rowlandson, Daumier could be at once 
scurrilous and subtle. His best lithographs 
are so immediately expressive that, as the 
poet Baudelaire remarked, “you only have to 
look to understand”. Yet he wished fervently 
that each lithograph could be his last. He 
was, however, prevented from pursuing a 
career as a “serious” painter by his relative 
poverty. He barely scraped by as a commer- 
cial artist, churning out his brilliant, subver- 
sive lithographs for the radical press. 

In 1835 the French government cracked 
down on political satire. Daumier’s attacks 
grew necessarily subtler. He lampooned the 
prevailing corruption through fictional per- 
sonae such as “Robert Macaire”, an unscru- 
pulous wheeler-dealer and entrepreneur. 
After the failed workers’ revolt of 1848, how- 
ever, and the enthronement of Louis Napo- 
leon, Daumier resumed the satirical on- 
slaught, mocking the new monarch’s 
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disastrous military exploits abroad. 

Increasingly, though, his energies were 
devoted to mixed-media drawings in black 
chalk, watercolour, pen and ink, often de- 
picting Parisian street life: drinkers, gossips, 
entertainers, railway passengers. These were 
not published in his lifetime. They were sold 
to a few private collectors—Degas among 
them—who appreciated their mix of com- 
passion and outrageous observation, and 
their richly expressive use of line. 

The retrospective of Daumier’s work 
now on show at the Grand Palais in Paris 
(until January 3rd, then at the Phillips Col- 
lection in Washington from February 19th to 
May 14th) provides a fascinating overview of 
the full range of his talents. It reveals just how 
prolific and multi-faceted an artist he was. It 
also confirms him as a remarkably innova- 
tive and influential figure. Much of his work 
looks forward to later artistic developments. 
The restless, classical figures who populate 
his later work, for example, offer tantalising 
glimpses of Picasso’s early “monumental” 
portraiture. (Picasso was a great admirer and 
copied Daumier studiously.) The sizzling col- 
ours and bold composition of some of Dau- 
mier’s last paintings—which are all the more 
striking after a lifetime of working in Rem- 
brandt-like chiaroscuro—seem uncannily to 
anticipate Matisse. A particular delight of the 
current show is the collection of Daumier’s 
1830s bust portraits in coloured clay and 
bronze. These are exercises in physiognomic 
excess—gargantuan noses, grimaces that 
spread over the face like an earthquake, un- 
believably mean mouths. 

Itis one of the ironies of Daumier's career 
that he was always dependent on selling his 
works to the middle-class connoisseurs 
whom he parodied. Nor was the irony lost 
on him. He often portrayed, with mocking 
affection, the collectors themselves, pomp- 
ously examining new pictures in a studio. 
Among his greatest achievements are the 
savagely realistic watercolour drawings of 
mendacious lawyers and their hapless or vi- 
cious clients, set against bleak courtroom 
backdrops. Yet nowadays lawyers them- 
selves are among the keenest collectors of 
these acerbic studies. 

Though Daumier’s oil paintings were in- 
cluded in four prestigious Salon exhibitions, 
they were mercilessly “skied”: hung in high, 
obscure corners. For the most part these 
paintings lack the edginess and almost ex- 
pressionistic force of his lithographs and wa- 
tercolours. Butin his last decade he painted a 
magnificent series based on the adventures 
of Don Quixote and Sancho Panza: Cervan- 
tes’s archetypal visionary knight and his 
more practical sidekick, riding through bar- 
ren landscapes on horse and mule. Vibrantly 
colourful, semi-abstract and with strangely 
faceless figures, these are the artist’s most 
startlingly modern works. 

Daumier spent the last seven years of his 
life living in a country cottage, the gift of his 





friend Corot. This was, with a further sad iro- 
ny, the only period in which Daumier, hav- 
ing toiled all his life to make a meagre living 
and now almost blind, managed to fulfil the 
conventional role of the fine artist far re- 
moved from the moral hurly-burly and 
commercial exigencies of the city. 

| 





Grant Wood 


Gothic revival 


ELDON, IOWA 


| bay prices for farm produce and industri- 
aldecline have left much of Iowa in reces- 
sion. But Eldon (population 1,000) possesses 
aresource that no other small town in Amer- 
ica can match. Down a maze of side streets 
stands a two-storey weatherboard structure 
that may be—along with the White House— 
the most widely recognised home in Ameri- 
ca. It is the model for the house in Grant 
Wood's 1930 painting, “American Gothic”. 

According to legend, Wood, a native Io- 
wan, noticed the house and its unusual 
Gothic-style window when driving through 
Eldon. He asked for a photograph of the 
house and later used the image as the back- 
drop for his portrait of a pitchfork-toting 
farmer and his aproned wife. (The models 
were Wood’s sister Nan and his dentist B.H. 
McKeeby.) When Wood entered the paint- 
ingin an artcompetition he wona small cash 
prize—and found himself transformed into 
a national celebrity. Today Wood’s artistic 
reputation is at a high-water mark and 
“American Gothic”, now held by the Art In- 
stitute of Chicago, is a fragile but revered na- 
tional treasure. 

The house, by contrast, has experienced 
harder times. It was built around 1881, oppo- 
site a then-bustling stockyard. Later the 
house would remain unoccupied for almost 
two decades. During the 1960s and 1970s it 
was subjected to all manner of indignities, 
from shattered windows to bullet-scarred 
walls. Eventually the building was listed on 
the National Register of Historic Places. Earli- 
er this decade its façade was restored, its roof 
replaced and Eldon’s postmaster was per- 
suaded to move into it full-time. 

But so far tourists have been slow to 
come. To increase the traffic, Eldon has 
drawn up big plans for the neighbourhood. 
Officials are hoping to create a park, a walk- 
ing path, new homes and a small museum 
near the site in order to attract visitors keen 
on photographing themselves in the couple’s 
famously dour pose—and, with any luck, on 
spending a little money locally. It is not an 
outlandish vision. Almost 60 years after his 
death, Wood is a treasured lowa icon and 
has the potential to become a magnet for 
tourists in a state that has never been a pop- 
ular destination. 

To many, Wood's work represents a wel- 
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come triumph of unpretentious rural aes- 
thetics within a cultural milieu which usual- 
ly favours the urban and urbane. On Main 
Street in Anamosa, the town in central lowa 
where Wood was born, volunteers run a visi- 
tors’ centre and gallery to show visitors 
about Wood's work. Neighbouring Stone Ci- 
ty, where Wood organised a celebrated art 
colony in the early 1930s, now holds a Grant 
Wood Art Festival every June that attracts 
some 10,000 visitors. This summer, the Na- 
tional Park Service mounted an exhibition of 
more than three dozen images of the birth- 
place of President Herbert Hoover, including 
asketch anda print by Wood, whose render- 
ing of the cottage at West Branch, lowa be- 
came one of his most famous paintings. 
Hoover's home was forgotten as the ex-presi- 
dent's reputation sank after the Great De- 
pression. But for a while the modest building 
and its former occupant served as symbols 
of upward mobility in America. 

Meanwhile, the Davenport Museum of 
Art has organised several Wood shows over 
the years. It is soon to move into a new, ex- 
panded building. The museum hopes that 
the change will enable it to display much 
more of its extensive Wood collection, which 
includes not only paintings but sketches, 
sculptures, papers and memorabilia, much 
of it donated by the artist’s sister, Nan. “Peo- 
ple come to see his work, and they’re really 
disappointed when there’s not enough of it 
on the walls,” says Michelle Robinson, a Da- 
venport curator. 

The largest collection of Wood’s work, 
however, is at the Cedar Rapids Museum of 
Art, a stylish, old-new complex in lowa’s sec- 
ond-biggest city. The collection, which in- 
cludes more than 100 paintings and several 
hundred drawings and prints, exhibits a de- 
cidedly unfamiliar side of Wood's oeuvre. 
During trips to Europe in the late 1920s Wood 
experimented with impressionism and ab- 
straction. His “European” works are on dis- 
play at the Cedar Rapids museum alongside 
pieces in his more familiar style:smooth and 
meticulous, with idealised forms and gently 
undulating landscapes. 

A part of the museum’s mission is to pro- 
mote the understanding of Wood’s work, as 
well as that of his Regionalist peers—artists 
who, like Wood, took their cues from a cele- 
bration of ordinary people, places and 
events in America’s heartland. To that end 
the museum's permanent gallery displays 
Wood's work together with that of Marvin 
Cone, a largely ignored Iowa contemporary 
whose style and subject-matter complement 
those of his more famous friend. The muse- 
um also showcases contemporary artists 
such as Fred Easker, a Cedar Rapids painter 
whose rural landscapes resemble Wood's, 
but whose striking photorealism communi- 
cates amore modern sensibility. 

For many decades Wood’s loyalest audi- 
ence was a popular one, despite the fact that 
some of his sharper portraits of neighbours 
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Wearing (1997). 





temporary Steve McQueen who, apparently sober and with a minimum 
of fuss, walked away with the £20,000 prize. Three of Mr McQueen’s 
works are on display at London’s Tate Gallery until February 6th. Among 
them is “Deadpan” (1997; see picture above), a black-and-white silent film 
in which the artist stands motionless and impassive as the facade of a 
building quite literally falls down around his ears—recalling a famous 
scene from the Buster Keaton classic “Steamboat Bill, Jr” (1928). Works in 
photographic media, including slides and video, dominated the contest. 
Mr McQueen is the third artist to have won the Turner Prize on the 
strength of his work in film, following Douglas Gordon (1996) and Gillian 











caused local offence. Modernists in the met- 
ropolitan artworld tended to look down on 
the work of Wood and his fellow Regional- 
ists as “poor art for poor people”, in the cut- 
ting words of Arshile Gorky, a great New 
York abstractionist. But, as with Norman 
Rockwell, those wars are mostly over and 
Wood can be appreciated for what he was. 
His role as teacher is being recognised and 
the value of his paintings is rising. His region- 
alism meshes well with the return toan older 
academic fashion of relating artists’ work to 
their backgrounds and local traditions. 
Wood's lasting appeal may have to do 
with the capacity of his paintings to satisfy 
both viewers who celebrate nostalgia and 
those who treat the past with greater scepti- 
cism. On the one hand, Wood’s many Iowa 
landscapes seem impossibly idealised. Yet, 
on the other hand, they also ring essentially 
true, even today. “At times when you're real- 
ly out in the country, if you eliminate a few 
grain elevators and a modem tractor or two, 
the setting might not be any different at all 
from his paintings,” says Christopher Whit- 
tington of the Cedar Rapids museum. 
Wood's portraits achieve a similar balance. 
“Parson Weems’ Fable” (1939), for instance, 
has become perhaps the most common rep- 
resentation of the apocryphal story of 


George Washington cutting down his fa- 
ther’s cherry tree. Yet Wood's details—in- 
cluding the young Washington’s shrunken 
head, which Wood borrowed from the fam- 
ous Gilbert Stuart painting—humorously 
undercut the story’s retelling. 

“American Gothic” has a similarly dou- 
ble-edged quality. It honours such staunchly 
held American values as hard work and 
family, even as it is critical of small-town 
narrow-mindedness. The picture has earned 
the dubious honour of being America’s most 
parodied image. In 1970 the University of lo- 
wa mounted an entire exhibition of “Ameri- 
can Gothic” parodies. The Davenport Muse- 
um of Art also maintains a large collection of 
parodies, many donated by an lowa City 
newspaper editor and some by Wood's sis- 
ter, Nan. The museum’s collection includes 
everything from newspaper cartoons and 
magazine covers to a Kermit the Frog and 
Miss Piggy version (she’s the one holding the 
pitchfork), along with a plethora of humor- 
Ous greetings cards (“A happy anniversary to 
the sensual couple!”). The parodies are not 
currently on display in Davenport, but offi- 
cials promise that they will save at least a cor- 
ner of the new museum for them when it 
opens in 2002. 
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Abdelkader Hachani 





IS funeral in Algiers was at- 

tended by the type of politi- 
cians who would not normally be 
expected to take the trouble to 
pay their last respects to a leader 
of an outlawed Islamist party, let 
alonea party that the government 
holds responsible for almost a de- 
cade of savage violence. Trooping 
in tomourn Abdelkader Hachani 
were the female head of a Trots- 
kyist party, an ex-prime minister 
who was sacked by the army in 
1991 after demonstrations by Mr 
Hachani’s supporters, and lead- 
ers of the opposition Socialist 
Forces Front. All these and others 
were Mr Hachani’s partners in a 
loose alliance that was trying to 
persuade Algeria’s army-backed 
regime to resolve the country’s 
crisis by talking in good faith to all 
political forces, including the 
banned Islamists. 

Mr Hachani was third in the 
hierarchy of the outlawed Islamic 
Salvation Front (Fis), but its most 
senior leader at liberty. The son of 
a prominent fighter for indepen- 
dence, he was an engineer by 
training, working for the state oil 
company. But he grew disen- 
chanted with the ever-ruling 
party. He turned to Islam, and was 
a founder member of the ris at 
the end of the 1980s. In 1991, in his 
mid-3os, he skilfully seized con- 
trol of the party after its two most 
senior leaders were imprisoned. 
He then led it to victory in the first 
round of elections, before the army intervened to cancel the poll. 

Although he was urging the Islamists to avoid violence, he was 
arrested in early 1992. His crime was to call on soldiers to respect 
the constitution and the choice of the people. This was interpreted 
as a call for the soldiers to desert. Mr Hachani spent the next five 
years in prison, without trial. In an effort to get himself tried, he re- 
peatedly went on hunger strike. Eventually, in 1997, he was suc- 
cessful. Badly beaten up in prison just before the hearing, he ap- 
peared in court to be sentenced to five years, but was then released 
since he had already served those years. 


Assassinating the voice of reason 


He was deprived of political rights for three years but this did not 
stop him beavering away as a politician whenever he could. “A 
bridge towards reconciliation has been destroyed,” said one of Mr 
Hachani’s secular opposition partners after his assassination by a 
gunman in a dentist’s waiting room in Algiers. He was his party’s 
best hope for the future, and maybe one of his country’s best 
hopes too. Neither an opportunist nor a hothead, he commanded 
respect inside and outside the Islamist camp. 

The opposition wants an international inquiry into his killing, 
which remains unexplained. The Algerian press is pretty unani- 





Abdelkader Hachani, an Islamist peace- 
seeker, died on November 22nd, aged 43 





mous in blaming it on militant Is- 
lamists, who disagreed deeply 
with Mr Hachani’s brand of mod- 
eration. Mr Hachani’s own col- 
leagues in the Fis blame the so- 
called “eradicators” in the ruling 
establishment, meaning the 
hardliners in the regime who be- 
lieve that the only good Islamist is 
adead Islamist. 

Mr Hachani was certainly a 
thorn in the regime's flesh. A ded- 
icated Islamist, albeit one who 
did not conform to stereotypes, 
he refused to be co-opted into en- 
dorsing the regime. At the same 
time, he was unequivocal in his 
support for a peaceful, demo- 
cratic solution to Algeria’s trou- 
bles. Although sporting a big 
beard and often a gown, he tried 
to avoid the conventional image 
of agrim-faced Islamist. 

He did not posture and, un- 
like others, agreed to speak in 
French to local journalists who, as 
is often the case, could not master 
Arabic. Committed to democra- 
cy, he was fairly tolerant: in the 
old days, for instance, when his 
party controlled local councils, he 
is said to have refused to allow fe- 
male employees to be sacked be- 
cause they did not wear the veil. 

In recent months he is said to 
have regarded South Africa as the 
model for Algeria to emulate, es- 
tablishing the truth about past vi- 
olence as the basis for political 
reconciliation. But he was a stern 
critic of the brand of reconciliation that President Abdelaziz Bou- 
teflika has been pursuing. Ata time when others in his party were 
endorsing Mr Bouteflika’s ideas about “civil concord”, Mr Hacha- 
ni, who was often prevented from speaking to journalists, man- 
aged to make it clear that he had serious reservations. Mr Boutefli- 
ka’s plan is based on offering a partial amnesty to armed militants 
who surrender before a deadline in January. The president has, 
however, excluded the possibility of any political concessions to 
the outlawed Fis party, even though its armed wing has already 
placed itself under the authority of the state. 

Mr Hachani’s view was that the party’s fighters who had nego- 
tiated the deal without the knowledge of their political leaders had 
been suckered. In recent months he had been trying to reorganise 
what remained of the party—and also to stiffen the resolve of the | 
fighters to hold out for political concessions. 

He is the latest in a long line of respected Algerian politicians 
who have met a violent end for which there is no satisfactory ex- 
planation. His death is untimely. “This is not just the killing of an 
Islamist,” said an opposition leader, “itis the liquidation ofa politi- 
calopponentand a warning to others in the opposition.” His assas- 
sination deprives the regime of its most suitable Islamist interlocu- 
tor. It may even close the door toa full or early political settlement. 
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University of Oxford 





Oxford oxi 5Ny, England Tel 








Tel +44 (01865 428771 Fax +44 (01865 422501 
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Cranfield 


UNIVERSITY 
School of Management 


h e The Cranfield MBA will provide a unique experience - 


more than just a qualification, it can change your life. 





A first class programme with an emphasis on personal 


@ 
development; highly motivated, mature participants; 
ran le taught by a dedicated and respected faculty with 


international business experience; in a stimulating and 


supportive learning environment; first choice for many 
top recruiters. 


GIVE YOURSELF A CAREER ADVANTAGE WITH 
THE CRANFIELD MBA 


Maureen Williams, Cranfield School of Management, 


Ld 
- A unt q ue 
s Cranfield, Bedford, England MK43 OAL 
exp e yi en A Tel: +44(0)1234 751122 Fax: +44(0)1234 752439 


Email: m.williams@cranfield.ac.uk 


http://www.cranfield.ac.uk/som 


Cranfield University is an exempt charity offering o centre of excellence for research and education 





The University of Reading 
x 


=a, 





ivi THE BUSINESS SCHOOL 
AERIS FOR FINANCIAL MARKETS 


MSc International Securities, Investment and Banking 
MSc Risk Management, Operations and Regulation 
MSc Financial Engineering and Quantitative Analysis 


Innovative Masters programmes for those with a good first degree wishing to work in sales, trading, research, corporate 
finance, portfolio management, risk management or compliance in the global securities and investment industry. 


e unique INVEST dealing rooms with 50 Reuters 3000, e investment market trading simulation case-studies 
Bloomberg and Bridge Telerate terminals supplementing these academically rigorous programmes 


» officially ranked 4th equal in Business and « excellent placement record complements 
Management research out of 100 UK Universities these demanding programmes 


Call and reserve your place at our Information Session on Monday 13 December, 1999, 1.30-4pm 


The University of Reading, SMA Centre, Whiteknights, PO Box 242, Reading RG6 GBA, UK 
i: +44 (0)118 931 6675 - Fax: +44 (0)118 931 4741 


ISMA Centre: the Business Sch r Financial Markets is sup ie a 
and market regulator fo 20 international banks, securities houses and investment banks active in the global s 
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KIEL INSTITUTE 
OF WORLD ECONOMICS 










Advanced Studies 
in International Economic Policy Research 
August 1, 2000 - May 31, 2001 


concentrated courses on important areas of international economics; 






and economic policy evaluation; 


institutions, international corporations ete, 





Courses: Leeturers: 
Macroeconomics in Open Economies 


International Financial Markets 
Global Banking 
Empirical Methods in Finance 


Ingo Walter (New York} 
Stefan Mittnik (Kiel) 
Environmental Economies Geoffrey Heal (Columbia) 
International Trade 

European Economic Integration Richard Baldwin (Geneva) 
Political Economy in Open Economies 


Economic Growth and Development 





For detailed information write to: 


Fax: Germany+431+85853 o Internet info t ntipy/wwwuni-kiel de/ifw’ 


GZ Amsterdam 
© Institute of Finance 
In cooperation with the faculty of 


INSEAD 
Upcoming Courses 2000 





Measuring and Implementing 
Economic Value Added 


Foundations of Finance 





Financial Innovation in 
Corporate Finance 


The Options Workshop 
- Stock Option and Foreign Currency 









profound training of skills in economic analysis, methods of empirical research 






designed for economists holding a university degree who are interested in a 
career with international organisations, domestic policy and academic 






Richard Clarida (Columbia) 
and Aaron Tornell (Harvard) 


Richard Levieh (New York} 


David Greenaway (Nottingham) 


Roberto Perotti (Columbia) 
Sebastian Edwards (UCLA) 





lastitute of World Economics « Advanced Studies + D-24100 Kiel « + Germany 













(Feb. 14 - 16) 
(Feb. 17 - March 10) 


(March 27 - 31) 


Option Pricing (April 3 - 5) 
- Option Trading Strategies and 
Risk Management (April 5 - 7) 
The Advanced Options Workshop 
- Yield Curve Dynamics and the Pricing 
of Interest Rate Derivatives (April 10 - 12) 
- Exotic Options (April 13 - 14) 
Derivatives: Special Topics 
- Volatility (April 17 - 18) 


- Credit Risk and Credit Derivatives 
~ Mathematics of Derivative Securities 


(April 19 - 20) 
(April 25 - 27) 


AIF - Herengracht 205, 1016 BE Amsterdam, The Netherlands 
telephone: +31-20-5200162/160 - fax: +31-20-5200161 


e-mail info@aif.nl - internet: www.aif.ni 
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KNOWLEDGE & ADVANCEMENT 
IN YOUR PUBLIC CAREER 
INTERNATIONAL AGENCIES 


NATIONAL GOVERNMENT | 
LOCAL & REGIONAL GOVERNMENT 









Master of Public Policy 
& MBA (Public Sector) 


ASIA’S LEADING 
RESEARCH UNIVERSITY 















| AUSTRALIAN 
| NATIONAL 
| UNIVERSITY 









i Wwww.ann.edu.au/pubpol 


| email: public.policy @anu.edu.au 









| The Asia Pacific School of Economics and Management 
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UNIVERSITY OF JAPAN 








































Leam he it is to become a Certified Professional 
Consultant (CPC) in your own field. Write for free 
catalogue. 
The Consultants Institute 
Dep EP, 30465 
ce William Street, 
ne, MD21853 USA 
10651 4885. 
wow, consultantsinstitun.cott 


M.S., Ph.D. Many fields. No classes. 
NO COST evaluation! Send resume. 

6400 UPTOWN BLVD NE « SUITE 398-W 

Dept. 34 ALBUG., NM 87110-USA 

¢ 34@centuryuniversity.edu 

~ 1-800-240-6757 

ONLINE OPTIONS 























Bachelor * Master ° Ph.D. 
Business (GMBA Majors) - Engineering 
Liberal Arts - Computer 


Americas 
Preferred 
Distance 
Education 
University 



























Accelerated degree programs * Academic credit for work 
experience * Students from 112 countries and 36 states in 


Teaching French to adults for 29 years 


INSTITUT DE FRANCAIS 


Overlooking the Riviera’s most beautiful bay 
A UNIQUE TOTAL IMMERSION PROGRAM 
8 /:hrs a day with 2 meals. 8 levels : Beg. I to Adv. II 
ACCOMMODATION IN PRIVATE APARTMENTS 
Next 2-4 week course starts 10 Jan, 7 Feb. and all year 
06230 Villefranche/Mer EK13, France. Tel.: (33) 493 01 88 44 Fax: (33) 493 76 92 17 
www.institutdefrancais.com 


the USA * Send 2 page resume/C.V. for no cost evaluation. 
PO. Box 1138, Bryn Mawr, PA 19010-USA 


fax: 610.527.1008 © e-mail: admissions@washint.edu * www.washint.edu 


UNIVERSITY DEGREE 


For Life, Academic & Work Experience 


Degrees for people who want to be more effective 
and secure in their jobs or professions. 


Earn your BACHELOR'S, MASTER'S or DOCTORATE degree by 
Match your utilizing your ir rand shit experience. College equivalent ofedlte are 
given for your: ary, company training, indust: 

position with a | courses, seminars and business experience. 

legal degree We accept college credits no matter when taken. 

and Our graduates are recognized for their achievements in business and 
transcripts industry. We will assist you in completing your degree requirements 
at your own pace through home study. 


“As you knew Send/fax detailed resume for a NO COST evaluation, 

















FAIRFAX 
UNIVERSITY 


(Home Study Program) 





Founded in 1986, Pairfax University offers: 
* Home study degree programs with no written 


















opne n Pacific Western University examinations or residency requirements 
KAT 1210 Auahi Street, Dept 137, Honolulu, HI 96814-4922 * Credit awarded fi ainei 
teacher... But 4-(808) 597-1909 Credit awarded for prior learning/practical 
degrees open CALL: (800) 423-3244 ext. 137 UK: 0800-960-413 a rea 
doors. Fax: (310) 471-6456 E-Mail: admissions@pwu.com * Intemational faculty 
http:/Awww. pwu-hi.edu y e! jer f i 7 * Programs at the Bachelor, Master and Doctoral 
rship * Management Met usiness 


* Successful Entrepreneurship © Sales levels 


ion Making * Personal Skills * and more * Year-round admissions 


ils from: The Registry, Fairfax University, 


Vphave er et 
Send no money. Request your frst 4 Summaries on 
Free Trial Approval and without obligation. 
wwwmarled.com/2/3 









London Hotel School offers the 
opportunity to qualify to work in : 
the world’s biggest & fastest D 
growing businesses. Choose from London Hotel School 
5 UK & USA accredited hospitality * Hospitality General 
Diploma courses of 12 theory units Management 

which you can start any month, * Human Resources 
followed by a one year paid * 

internship in a London hotel. * EA Ae 
L.H.S. the management fast track. , Hospitality & Tourism 













ooo Recredited bythe = 
_ Distance Education Training Council 


FRENCH SPANISH 


in SPAIN 





in FRANCE, in BELGIUM 


GERMAN DUTCH 


in BELGIUM 





in BELGIUM 
COURSES FOR 66 HOURS PER WEEK x 7 E 
MOTIVATED PEOPLE IN THE TARGET LANGUAGE > . CERAN LINGUA 
TIN Te F Ge " P international information 
$ ADULTS from 19 years : Study: and reservations: 
7 RETIRED PEOPLE OF 35 AND ABOVE up to 45 private and/or group lessons 
(Special conditions available) and pedagogical activities 
* JUNIORS from 11 to 18 years & 
- FRENCH in BELGIUM ae : : 
L ENGLISH in ENGLAND. Putting into practice with our teachers: 
in BELGIUM . at breaks, meals and evening socio-cultural activities 
A MAXIMUM OF PROGRESS IN A MINEMUM OF TIME 





































Tel.: + 32- 87-79 H 

= Fax: + 32- 87-79 11 88 
Since 1975 E-mail: 
Customer@ceran.be 












in USA: Languagency 
Hs 1 (443) 584-0334 


j 2 Internet: 
Zax: 1 (413) 584-3046 http://www.ceran.com 
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UNEP Collaborating Centre on Energy and Environment 


Economists and Scientists 


The UNEP Collaborating Centre on Energy and Environment is 
expanding its activities and is therefore recruiting two new staff 
members to join early 2000 in new positions at either senior 
researcher or researcher level. The successful candidates will join 
an international team in an interdisciplinary work environment. 


The candidates are expected to participate in the Centre's 
international projects and research programmes, especially in 
the areas of: 


* Methodology development and analytical studies related to 
implementation of the Clean Development Mechanism in 
developing countries 

e Energy sector analysis with a special focus on policy and 
financing options for promoting implementation of renewable 
energy 


Qualifications: For both candidates at researcher and senior 
researcher level the requirements are: a degree in economics, 
engineering, planning, natural science or other relevant disci- 
pline, at Ph.D. or equivalent level. For the senior positions the 
additional requirement is several years of research and working 
experience in relevant areas like energy planning, economics, 
environmental analysis, energy technology assessment, pre- 
ferably in developing countries. Working language at the Centre 
is English. 


Terms of employment: Foreign staff at the Centre are employed 
according to the agreements governing academic employment 
at Danish Sector Research Institutes, but supplemented by 
individual travel and expatriation allowances. 


The UNEP Collaborating Centre on Energy and Environment 
was established in 1990 and core funds come from the United 
Nations Environment Programme (UNEP), the Danish Interna- 
tional Development Agency (Danida) and Riso National Labora- 
tory. The Centre works on contract basis with several other bila- 
teral and multilateral agencies. The mandate of the Centre is to 
promote the incorporation of environmental aspects into energy 
policy and planning especially in developing countries. The 
Centra collaborates with institutions and experts worldwide and 
provides direct support to UNEP. 

See: www.uccee.org 


For further information please contact John Christensen, Head 
of the Centre.on Phone +45 46 77 51 30, Fax +45 46 32 19 99, 
e-mail: john.christensen@risoe.dk or Hans Larsen, Chairman of 
the Board, Phone +45 46 77 5101, e-mail: hans.larsen@risoe.dk 


Deadline for applications : Wednesday, December 22, 1999. 


Application marked "UNEP 170/99", including a C.V., full perso- 
nal data and clear indication of contact points should be sent to 
the Personnel Department, Riso National Laboratory, P.O.Box 
49, Riso National Laboratory, DK-4000 Roskilde, Denmark. 


Riso National 
Laboratory is the 
largest research 
institution in 
Danmark with 
about 950 em- 
ployees. The main 
research areas 
are energy, 
environment and 
materials. 


www risoe. dk 











Bank for 
international 
Settlements 


The Bank for International Settlements 
is an international organisation that 
promotes central bank cooperation and 
provides banking services to central 
banks and international organisations. 
Based in Basel, Switzerland, with a 
representative office for Asia and the 
Pacific in Hong Kong, the BIS has 
around 500 staff from some 35 
countries. 


www.bis.org 


Statistical Analyst 


The successful candidate will join the International Financial Statistics section of the 


Monetary and Economic Department 


Job description 


= Provide statistical assistance to 
economists; contribute in writing to the 
analysis of derivatives markets in the 
BIS Quarterly Review. 


* Produce the resultls of BIS foreign 
exchange and derivatives market 
statistics; develop the methodology of 
the statistiscs; maintain and develop the 
relevant data base applications; prepare 
tables and graphs for data analysis and 
publication. 


a Handle statistical enquiries from central 
banks and the financial and economic 
community. 


The BIS offers attractive conditions of employment in an international environment and 
excellent welfare benefits. Information on the BIS, including research papers and other 
publications, is available on the BIS web site. 


Candidates should send their application and detailed curriculum vitæ together with 
references to Human Resources, Bank for International Settlements, CH-4002 
Basel, Switzerland, quoting reference 99616. Please note that applications received 
after 31 December 1999 cannot be considered. 


Job requirements 


s University degree (economics/ finance). 
« Degree in computer sciences desirable. 


= Good understanding of international 
financial markets, in particular 
derivatives market instruments; good 
knowledge of statistical methods and 
concepts; excellent PC literacy; 
experience with relational database 
design and programming. 

= Very good team spirit; ability to cope 
with pressure. 

= Fluent spoken and written English; 
knowledge of another major world 
language desirable. 
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Max Planck Institute 
for Demographic Research 


















For information about 
research activities 
and 
open positions, 
please see 



















http://www.demogr.mpg.de 





















United Nations 
Office for Project Services 












Vacancy No.: VA/869/99, Procurement Specialist, UNOPS Copenhagen Office 
Closing Date: 10 December 1999 


The United Nations Office for Project Services (UNOPS), a major provider of project 
management and implementation services to the United Nations system and developing 
countries, seeks an experienced candidate for the post of Procurement Specialist. UNOPS 
procures a wide range of products on behalf of UN agencies and beneficiary governments, 
including earth moving and civil engineering equipment, commercial vehicles and parts, 
electric generators, steel for manufacturing and construction, petroleum products, and other 
specialized. equipment and supplies, Procurement is normally based on international 
competitive. tenders, conducted within the framework of accepted public procurement 
practices, including the application of development bank or other funder guidelines, when 
appropriate, 


Duties and Responsibilities 

The Procurement Specialist will be responsible for the procurement operations in accordance 
with UNOPS financial regulations, rules, policies and requirements of goods for beneficiary 
governments and end-users. Specifically to: 
























* Develop specifications based on end-user requirements and prepare shortlists based on 
investigation of markets as well as policy considerations. Provide advice to end-users to 
improve quality of requests; 

+ Issue invitations to bid or requests for quotations as appropriate, ensuring that ail 
specifications, terms and conditions are clear and correct; evaluate offers both technically 
and financially, and recommend awards securing most advantageous procurement terms 
and conditions; 

+ Issue Purchase Orders and Amendments thereto; Maintain constant liaison with vendors, 
end-users, UN agencies and UNDP country offices until safe delivery of goods to the 
consignee; 

* Manage programme budgets. maintain records, prepare correspondence, and submit 
periodic and ad hoc reports in English/French/Spanish to keep the financing source(s) and 
beneficiary entity informed of the status of the activities being carried out on their behalf. 

































Qualifications: 

+ Advanced University degree in engineering or business administration and/or equivalent 
professional experience in international procurement of technical equipment and relevant 
commodities on a worldwide basis. 

> Three to five years of progressively responsible experience in purchasing operations on 
international basis. Experience within the UN system an asset. 

+ Ability to draft clear and concise reports and/or rationale for procurement decisions. 

* Fluency in English and French essential; fluency in Spanish an asset 






Applications should be sent to Mr. Peter van Laere, Chief, Human Resources Management 
Section, United Nations Office for Project Services at 220 East 42nd Street, New York, NY 


10017 for the attention of Ms. Nilgun Alp. Fax: 1-212-906-6908 E.mail: NilgunA @unops.org. 
Please note that only shortlisted candidates will be notitied. 
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The Aga Khan University 


Institute for Educational Development 


The Aga Khan University (AKU) was established in 1983 as the first 
privately funded international university in Pakistan. It is a major 
component of the Aga Khan Development Network, which consists of 
institutions that collaborate for development in response to social, 
economic and cultural challenges in specific regions of the developing 
world. The University strives for quality, international standards and 
relevance in all of its programmes and selects its faculty, staff and 
students on the basis of merit. 


Presently the Aga Khan University comiprises a School of Nursing, 
established in 1980; a Medical College; established in 1983; a 
University Hospital, commissioned in 1985; and an Institute for 
Educational Development (IED). The AKU-IED was established in 1993 
with the overall objective of becoming a leader in educational reform 
and improvement, especialy in developing countries. The aim of the 
Institute is to increase the efficiency and effectiveness of schools in 
Pakistan and other developing countries through professional ` 
development programmes, innovation and policy, informed by 
research. The Institute is currently undertaking educational 
programmes in the field of teacher education and educational 
management at Masters, Diploma and Certificate levels. AKU-IED's 
work is supported through partnerships with the Universities of 
Toronto and Oxford and linkages with other institutions. 

AKU-IED recruits its course participants from the government and private 
sectors in South Asia, Central Asia and East Africa. Based in a Professional 
Development Centre in Karachi, the Institute will enable professional 


. development to be more widely accessible through the creation of similar 


Centres in the regions served by the University, the first of which is being 
established in the Northern Areas of Pakistan and Chitral. 


DIRECTOR FOR ACADEMIC AFFAIRS 


The candidate we are seeking is required to take a leading role in 
development of academic policy and programmes, overseeing quality 
and facilitating innovation in academic initiatives. 

Qualifications and experience should include the following. 
appropriate educational background, including a doctorate, broad 
understanding of education at various levels in developing countries, 
and commitment to contributing to significant change; demonstrated 
educational leadership ability and management experience, knowledge 
of new developments and practices in the field of teacher education, 
teaching experience in schools and universities; and demonstrated 
ability and experience in educational research. 


SENIOR FACULTY POSITIONS 


Applications are invited for senior faculty positions in one or more of 
the following areas: curriculum studies; early childhood development, 
teacher education and professional development; measurement and 
evaluation; gender studies in education: special education, 
environmental education, and educational management. 

Selection criteria include the following: a doctoral degree in education or 
in a relevant discipline; teaching experience in schools and universities: 
knowledge of the new developments and practices in the field of teacher 
education, demonstrated expertise in the field(s) of specialization and in 
related educational research, and commitment to contributing to the 
improvement of quality of teaching and learning in developing countries. 
The appointments will commence no later than September 2000. 
Salary benefits and a suitable academic rank will be offered to the 
selected individuals commensurate with qualifications, experience and 
level of responsibility. Please send your detailed resume, bibliography 
and names of at least three referees to the Personnel Director, 

The Aga Khan University, PO Box 3500, Stadium Road, 
Karachi-74800, Pakistan; fax: (92-21) 4934294/4932095; 

e-mail: recruitment@aku.edu within four weeks of this publication. 
Further information on AKU-IED can be obtained from Sabeen Akram, 
fax: (92-21) 6347616, e-mail: sabeen.akram@aku.edu. 
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The HEC School of Business of the University of Lausanne 
(Switzerland) invites applications for 2 full-time tenure-track 
faculty positions in: 


Marketing, Entrepreneurship 


Industrial Marketing (teaching: industrial marketing, Salesforce 
management, Trade marketing, International marketing). 


Entrepreneurship (teaching: Entrepreneurship, Organization 
structures), 


Candidates must hold a Doctorate in a field related to business, 
have teaching/research experience in a field of interest, some 
business experience, command of both French and English. 


To start in Fall 2000. Full job descriptions appears on HEC's web 
site http:/Awww.hec.unil.ch/annonces. They are also available from 
the Dean's office, anne-marie.aberghouss@hec.unil.ch. 


Submission of applications: curriculum vitae, 2 reference letters, 
sample of publications to: The Dean, HEC, BFSH1, University of 
Lausanne, CH-1015 Lausanne, Switzerland. 


Deadline: January 31, 2000. 





iss The International Institute for Strategic Studies 





The [ISS intends to hire Research Associates for the 


The Islamic Corporation for the 
f Insurance of Investment and 


ICIEC. Export Credit (ICIEC) 


ICIEC is a subsidiary of the islamic Development Bank (IDB) whose objective is to 
enlarge the scope of trade transactions and the flow of investment among Member 
States by offering export credit and investment insurance. Owing to the rapid growth 
of our business, we are seeking highly qualified professionals to compete for the 
following positions at our headquarters in Jeddah, Saudi Arabia. 


Marketing Manager 
Bachelor degree pius MBA or Masters degree in Economics or 





Qualifications: 
relevant tieid from a reputable university. 

Experience: Minimum of fifteen years experience in the field of marketing 
financial services in commercial banks, trade finance, general 
insurance or related areas, preferably in export crediv/investment 
insurance. 

Job Summary The Marketing Manager is responsible for the management 


of the marketing function in the Corporation, which includes 
enhancing and propagating the image of the Corporation, 
promoting and selling its services, and receiving and processing 
inquiries and applications for the Corporation’s services. 


Country Risk Analyst 
Qualifications: Masters degree in Economics or Business Administration from a 
reputable university. 


Experience: Minimum of four years experience in country analysis {aconomic, 
financial, and political) with reputable financial institutions. 
Job Summary The Country Risk Analyst is responsible for assisting the Head of 


the Country Risk Analysis Unit in assessing and recommending 
country risk classifications and limits of liability and special 
underwriting conditions. 


Applicants should be from a Member State of the (OIC), computer literate 
and tuent in both Arabic and English languages ( knowledge of French will be an 
advantage).ICIEC offers an attractive package that includes housing and 
furniture allowance, education benefits, leave tickets to home country, 
medical cover, life and personal accident insurance and retirement plan. 


Please send your detailed C.V. by mail or fax within three weeks from the 
date of this announcement to the attention of; 
The Head of Admin. Affairs 
P. O. Box: 15722 - Jeddah 21454 - Kingdom of Saudi Arabia 
Fax: (966-2) 6443447 











2000/01 academic year to produce Adelphi Papers 
(28,000-word monographs) in the following areas: 


Research 
Programme 


2000/2001 


Applicants must have proven 










































Conceptual 

.* The IT challenge to 
authoritarian regimes 

» Corporations, foreign policy 

and international security 


Conflict Resolution 
and Peacebuilding 





* Defence diplomacy and 
cooperation professional expertise and full 
* The role of civilian police command of both written and 
in peace operations spoken English. Applications should 
include a five-page description of 
New Defence Issues the proposed project with a chapter 
* Biotechnology and outline, and a curriculum vitae. 
international security Applicants should arrange for two 
European Security letters of reference to be forwarded 
e The European defence separately. All necessary 
industry and globalisation documents, including the 
* EU accession strategies and references, must arrive no later than 
political stability 14 February 2000. The lISS also 
e Restructuring the welcomes other research proposals 
k European contribution to which have at least partial funding 


European defence from other sources. 


$ Russia's border wars Address applications to Director 














| Other Regional Issues of Studies, The International 

The security of Latin America’s Institute for Strategic Studies, 
Northern Tier (Andes) 23 Tavistock Street, London WC2E 

* The Indonesian crisis and 7NQ, UK tel +44 (0)20 7379 7676 or 
the future of regional security +44 (0)20 7872 0770 

* The consequences of fax +44 (0)20 7836 3108 
an Arab-Israeli peace e-mail urbanoviez@liss.org.uk 

* Saudi Arabia and its region www.isn.ethz.ch/iiss 








Nicare is the International Business Unit 
of the Northern ireland Health Service. 
Since its establishment in 1990, Nicare 
has carried out work in nearly 40 
countries, providing technical 
assistance and training consultancy in 
the health and social care field. 


nicare 


‘he Hotta uelane Paes & Social Services 
Working Internationally 


HEALTHCARE CONSULTANTS 


Nicare is expanding its database of healthcare consultants willing 
to undertake a range of short or long-term assignments in various 
countries, sometimes at short notice. Previous experience of 
international healthcare projects is desirable. 


Experts are sought in the following areas: 


Reproductive and Sexual 
Health 

Epidemiology 

Nursing 

Infrastructure and 
Equipment 

Research 

Rehabilitation of Health 
System (Post-Crisis) 
Project Design / 
Management 
information Technology 
Social Security 


e Primary Healthcare / Public œ 
Health / Health 
Management 
Health Policy / Institutional 
Strengthening 
Health Economics and 
Financing 
Human Resource 
Development 
Tropical Medicine 
Pharmaceuticals 
Drug Abuse . 
Maternal & Child Health . 


Please send an up-to-date CV or contact Ms Jacqueline McLaughlin 
for further information at Nicare, 12-22 Linenhall Street, Belfast, 
BT2 8BS, UK. Tel: +44 28 9023 3788 Fax: +44 28 9023 5212 
Email: hqmail@nicare.n-i.nhs.uk 


CVs should be received before 22nd December 1999. 
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The creme always rises to the top, so 
why shouldn’t you? 


Looking for the way to achieve that higher level of income? If you're an 
international senior executive, over 40, and currently earning +100K per 
year, we can assist you in attaining your goals. Resume Broadcast 
international will manage your career search with the personal contact 
necessary for success. Our commitment is not just 40 hours per week, 
but 24 hours a day, 365 days a year. Contact us at Tel: (909) 866-4213, 
Fax: (909) 866-4244 or E-mail: 102224.3306@compuserve.com and 
open the doors to opportunity today. 


Resume . 
roodo 
Inermationd 













Resume Broadcast International 

PO BOX 2892, Big Bear Lake, California CA92315, USA. 
Tel: +1 (909) 866 4213, Fax: +1 (909) 866 4244 

Email: 102224.3306 @compuserve.com 








The HEC School of Business of the University of Lausanne 
(Switzerland) is opening faculty positions in: 


Finance 
at the assistant Professor, associate Professor 
and/or full Professor level, including at least 
one at the full Professor level 


Candidates must hold a doctorate in a field related to finance, 
have teaching experience and refereed publications (depending on 
the level of the position) in the field of financial markets. The 
candidates will have to teach in French and in English. Work 
conditions and intellectual environment are competitive. 


To start in September 2000. 

The job description appears on HEC’ web site 
http/Awww.hec.unil.ch under Annonces, or can be obtained from 
the Dean's office, anne-marie.aberghouss@hec unil.ch. 
Submission of applications: curriculum vitae, 2 reference letters, 
sample of publications to: The Dean, HEC, BFSH 1, University of 
Lausanne, CH-1015 Lausanne, Switzerland. 


Deadline: January 15, 2000. 






The University of Konstanz 
eee 
Department of Public Policy and Management 
is still inviting applications for the newly established 
Herbert-Quandt Chair of Business Development and Innovation 
(full professorship). 

The Department seeks candidates with research and teaching expertise in the 
following areas: 
~ Venture Management and Business Development 

Inter-Firm Cooperation and Innovation Networks 


or in related ficlds such as strategic management, developmental and change 
management and/or management of small and medium sized firm preferably in the 
field of biotechnology. 





Excellence in research as reflected in high-impact publications will be a primary 
selection criterion. The successful applicant is particularly expected to co-chair a 
clearing agency for transfer and counseling pu rposes, The clearing agency will be 
endowed with a considerable venture capital stock designed to help innovative 
entrepreneurs to create or develop new businesses. The successful applicant will 
also be in charge of evaluating related business schemes, Accordingly, 
practitioners with excellent scholarly background are also invited to apply. 









For further details contact 
brigitte rieger@uni-konstanz.de, phone 49-753) 88-3554, fax +49-7531-88-4482., 







Information about the Department/Faculty of Public Policy and Management may 
be obtained on the website: waww.uni-konstanz.de /verwaltungswissenschaft 






University of Konstanz is an equal opportunities employer, 






Deadline for applications is 10th January 2000. Formal applications may be sent te: 
University of Konstanz, Prof. Dr. Wolfgang Seibel, Fach D 80, D-78457 
Konstanz /Germany 
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The LSE plans to appoint a new Chair in Industrial 
Relations. The candidate should be a scholar of 
international reputation with an excellent research record 
in the field of Industrial Relations or Human Resource 
Management. Applications will be considered from 
candidates working in any area of the subject. The 
candidate will be expected to engage in post-graduate 
teaching and Ph.D. supervision within an interdisciplinary 
environment. Candidates may contact the Head of 
Department, Professor John Kelly (tel: 020 7955 7030; 
e-mail: j.kelly@Ise.ac.uk) for further information about this post. 
Further particulars and details of how to apply may be 
obtained from the Personnel Division, The London School 
of Economics and Political Science, Houghton Street, 
London WC2A 2AE (tel: 020 7955 7079: fax: 020 7955 
6843; e-mail: j.brown@lse.ac.uk). The closing date for the 
receipt of applications is Friday 28 January 2000. 

The LSE is an educational charity committed to equal opportunities 
and excellence in teaching and research, 


Wanted 


The South China Morning Post of Hong 
Kong, East Asia's leading English-language 
newspaper, is seeking an editor to direct a 
70 person staff in coverage of business and 
financial news from Hong Kong, China and 
the region. The appointment can be 
elfective immediately, replacing the current 
business editor who has taken another 
position within the company, 





Business Editor 


Applicants should have experience 
managing 4 news team, with a proven 
record of encouraging both breaking news 
and analytical reporting of economic 
subjects. The successful applicant will be 
able to work in a multinational, 
multilingual environment, and to continue 
developing the professional standards of 


the SCMP staff, 


The SCMP offers highly 
competitive terms. 

Please send applications to 
Robert Keatley, Editor, 

South China Morning Post, 
28/K, Dorset House 

979 King’s Road, Quarry Bay 
Hong Kong. 


Knowledge of the business and economic 
scene in Greater China, and the rest of Bast 
Asia, would be a decided advantage, as 
would a command of Cantonese or 
Mandarin. But these are not mandatory. 
More important are the ability to manage a 
large and diverse news team, with the 
ability to recognise stories and their 
underlying trends, and turning these into 
accurate and objective spot news, feature 
and commentary articles. A talent for 
encouraging investigative journalism would 
also be welcomed, 


Tel. 852-2565-2250; 
fax. 852-2516-7478; 


email. rkeatley@scmp.com. 
ace eee 


South China Morning Post 
BR a an Be on aD aR SAS Te RE S| 
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OB HUNTING INTERNATIONALLY? 


Executive $75K-500K+. Career searching into, within or out of 
Asia / Europe / M.East / U.S.? Contact for Free Info & Critique 












FINANCIAL 
ENTREPRENEURS 
Needed World Wide For Marketing 
Visa Cards, U.S, Dollar Accounts, 









Experienced Project Manager needed 
| for USAID-funded West African 
| Education Project. Fluent French and 
USAID experience essential. Mail 















TMC i High Yield Investor. f 
a Che Serious Inquiries. www.careerpath.co.uk 
Washington, D.C., 20001-5015 or ff | (336) 297-4800 Fax: (336) 297-0085 ; 
e-mail to: sluche@ Fax: a5 Email: 
—— USA/Canada +1 202 4781698  cpamerica@careerpath.co.uk 















Europe +44 20 75048280  cpeurope@careerpath.co.uk 
Asia / M. East / Aus +66 2 2674688 


_ The , 
Economist 


TO ADVERTISE WITHIN THE CLASSIFIED SECTION, CONTACT: 
Philip Wrigley 
London 
Tel: (44-171) 830 7000 Fax: (44-171) 830 7111 
Email: PhilipWrigley@economist.com 












Bac. THE UNIVERSITY 
of LIVERPOOL 































Department of Economics and Accounting 
Edward Gonner Chair in 
Applied Economics 


Applications are invited for the Edward Gonner Chair in 
Applied Economics. The successful applicant will have a 













distinguished reputation for scholarship and research and will 
be expected to provide academic leadership. Strong applications 


relations, with experience in leading 
inority Issues (ECMI) research positions. A practical 
Research Associate at the background in conflict management 
European Centre for Minority would be an asset. 


issues {PONS ; The Research Associate should be 
The European Centre for Minority able to cover the fields of 
Issues is an independent scientific international law, minority rights and 
centre established by agreement human rights. Requirements include a 
between the governments of the suitable academic profile and 
Kingdom of Denmark, the Federal expertise, preferably with an 
Republic of Germany and the emphasis on south-eastern Europe. 
German state of Schleswig-Holstein. 
ECMIs aim is to promote Applications 
interdisciplinary research on various Applications should include a cv, ful 
dimensions of minority-majority professional details, a complete list 
relations in a European perspective. and sample of publications, and be 
The working language of the Centre address to Ambassador Peter Dyvig, 
is English. Chairman of the ECMI Executive 
For further information, please visit Board, c/o Astrid Voss, Schiffbrūcke 
our website at http://www.ecmi.de. 12, 24939 Flensburg, Germany, no 
later than 31 January 2000. 
The Director is, in co- A ; The Board and a scientific committee 
ie Director is, in co-operation WIth Wilt evaluate the applications according 


the Executive Board, responsible for = to the demands of the positions. 
the management of the Centre. 


Requirements include a high For further information, please 
academic profile in minority-majority contact Ms A. Voss at voss@ecmi.de. 


‘or of the European Centre 






















in any area of applied economics will be considered. 
The post represents part of a continuing investment in the 









Department, following three recent appointments to chairs. 
The University is committed to expanding the provision 







of business and management education in which the 







Department will play a major part. 
Informal enquiries may be made to the Acting Head of 
Department, Professor Peter Batey on 0151 794 2426 or email: 










pwibatey@liv.ac.uk 
















Salary negotiable. 
Quote Ref: A/625/E Closing Date: 7 January 2000 


aamen 


Further particulars and details of the application procedure 
may be requested from the Director of Personnel, The 
University of Liverpool, Liverpool L69 3BX on 0151 794 2210 
(24 hr answerphone) or via email: jobs@liv.ac.uk 

Web site at http://www.liv.ac.uk 









Job description 














COMMITTED TO EQUAL OPPORTUNITIES 


Applications are invited for the above posts. While applications will be welcome from persons 


: B specialising in any field of Economics, the Department is particularly interested in receiving 
E eos applications from persons specialising in international macroeconomics and public finance. 
NUILM AYNOOTH Salary Scales (new entrants): Lecturer: IR£26,444 - IR£42,866 p.a. (7 points) 


Junior Lecturer: IR£18,364 - IR£21,625 p.a. (5 points) 


Prior to application, further details of the post may be obtained from the Personnel Officer, 
National University of Ireland, Maynooth, Maynooth, Co. Kildare, Ireland. 
(Confidential Fax No. +353-1-7083940). 


Applications in writing, including a full C.V., together with the names, addresses, fax and 
telephone numbers of three referees, should be forwarded to the Personnel Officer, National 
University of Ireland, Maynooth, Maynooth, Co. Kildare, Ireland, so as to arrive not 
later than 21 January 2000. 

Informal enquiries may be made to Professor P.T. Geary, e-mail: Patrick.Geary@may.ie Applicants 
should consult the Economics Department Web Pages at www.may.ie/academic/economics. 


i Ollscoil na hÉireann Má Nuad 
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ee Cio CC 
‘& NATIONAL 
STATISTICS 


Statistical 
Methodologists 


The Office for National Statistics (ONS) plays a key rôle in compiling, analysing and disseminating a 
wide range of information on society, population, health, the labour market, business and the economy. 


_ The ONS is taking forward a new programme of work to expand and improve the quality of statistics. 
Several opportunities exist to play an important part in statistical analysis and the development of 
Statistical and related methods and in a new review programme for official statistics. The posts may be 
permanent, or fixed term with the possibility of extension or permanency. Starting salary will depend 
on level of appointment, qualifications and experience. The available posts include positions in the 


following areas: 


Business Survey Methodology 
(Newport, South Wales) 


You would play a pivotal rôle in a team of specialists 
providing methodological support for business surveys by 
reviewing current methods, researching alternatives and 
devising practical solutions. Several posts are available at 
different levels: methodologists (£15k-£33k), and 
senior/principal methodologists (£21k-£44k). Some posts 
are suitable for recent graduates and final-year 
undergraduates (£15k-£19k), 


Central Methodology (London) and 
Time Series (London) 


Methodologists/senior methodologists (€18k-£36k) will work in 
a team of specialists in the methodological support of the 
ONS's work. Current development areas include the 
application of multilevel models and other approaches to small 
area estimation; research to improve the quality of statistics 
through automated validation and correction; and time series 
methods including seasonal adjustment and econometrics. 


Social Survey Methodology (London) 


The Social Survey Methodology Unit (in Social Survey Division) 
seeks methodologists (20k-£30k) and senior methodologists 
(£25k-£36k) to give advice to researchers on survey design, 
estimation and analysis methods, and to work on 
methodological research projects. Current projects include: 
improvements in sample design, imputation methods, 
adjusting for the effects of nonresponse, using linked data 
from different sources. 


BUSINESS & PERSONAL 






Luxurious 10 957m’ prime 
industrial property for sale 


near Cape Town, 

South Africa. oS 
For more info avatiacde 
visit us at; P” "ae 


www.prime-industrial.co.za 
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Statistical Disclosure Control 
(London, Newport (South Wales) or 
Titchfield (Hampshire)) 


There is a vacancy for a principal methodologist (£27k-£44k, 
or £32k-£48k in London) to work in disclosure control and 
confidentiality methods, covering all data types - economic 
and social aggregates, public release microdata, indicators. 





The precise requirements of the methodologist posts vary but 

you will need to demonstrate: 

* excellent statistical/mathematical/OR skills; a higher degree 
is desirable for some posts 

* experience in analysing statistics, research and presenting 
Statistical results 

+ ability to communicate effectively both orally and in writing 

e knowledge of statistical computing software, ideally 
including SAS or SPSS 

and for posts at a more senior level: 

* experience in managing staff and resources 

* experience of project management. 


We are an equal opportunity employer and welcome applications 
from suitably qualified individuals, irrespective of racial origin, 
sex or disability. All applications will be treated on merit. 


Further details and application forms are available from 
Robert Palmer, D2/11, Office for National Statistics, 
Drummond Gate, London SW1V 2QQ, Tel 0207 533 6247, 
email robert.palmer@ons.gov.uk or from the ONS web site 


www.ons.gov.uk. ii 
0, 
sees 
3 0f0/s 
WNE 


Hay 


The closing date for applications is 
5 January 2000. From 24 December details 
will only be available from the web site. 





CUT THE COST OF YOUR 
STAY IN LONDON 
Comfortable self-contained serviced studio flats 
in Knightsbridge near Harrods, tuly equipped 
kitchen-dinette, bathroom, phone, satellite TV, 


New Authors 
Publish Your Work 


ALL SUBJECTS CONSIDERED 














write or send your manuscript to: 
MINERVAPRESS 
315-317 REGENT STREET. 
LONDON W14R 7YB. ENGLAND. 
www. minerva-press.co.uk 


central heating, elevator, maid service, resident 
manager. Suit 1-2 persons, Brochure by Air-Mait: 
Knightsbridge Service Apartments 
45 Ennismore Gardens, London SW7 1AQ. 
TEL: 0171 584 4423. Fax; 0171 584 9058. 
info@ksflats.demon.co.uk 
www.ksflats.demon.co.uk 
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European 
Investment 
Bank 


A career in the heart of Europe 





The EIB is the long-term financing institution of the European Union and one of the largest multilateral lending institutions 
in the world. Its focus is increasingly on projects promoted by the private sector. For its Directorates for Lending 


Operations in Luxembourg, the Bank is seeking for present and future appointments (M/F): 


Lending/Credit Specialists Ref.: PM99ECOOI 


Medium- and long-term lending in the 15 European Union Member States is the "core business” of the EIB. The 
organisational structure is geographically based and the Lending/Credit Specialists work in small multinational teams 
leading the project cycle. 
Duties: + Examine and carry through credit operations, in particular risk assessment ® Analyse and assess company 
performance and competitiveness, financial position, prospects and investment decisions * Negotiate and define loan 
conditions and security structures © Liaise with other Directorates on loan appraisals © Participate in the Business 
originating process * Follow up key clients/borrowers ¢ Draft financial reports and recommendations in English or 
French. 
Qualifications: + University degree in Finance/Economics and/or post graduate degree in Finance/Economics 
e Proven professional experience within the banking industry and good knowledge of its specific risks (young 
professionals with minimal experience can be considered) + Knowledge of quantitative tools * Ability to make qualitative 
judgements on credit risk and guarantees * Experience and aptitude in direct contact with clients and negotiation of 
contracts © Ability to draft clear and concise reports * Proficiency in computer applications * Excellent knowledge of 
English or French and a good command of the other. Knowledge of other European Union languages would be an 
advantage. 
Applicants must be nationals of a European Union Member State. The EIB offers attractive terms of employment and 
remuneration with a wide range of benefits. The EIB is an Equal Opportunity Employer. 
Applications should include a cover letter quoting the relevant reference number and a detailed curriculum vitae in 
English or French, together with a recent photograph, and be sent to: 

` EUROPEAN INVESTMENT BANK, Recruitment Division, 

L-2950 LUXEMBOURG. Fax: + 352 4379 2545. E-mail: jobs@eib.org 


Applications will be treated in the strictest confidence. They will not be returned. 
Personal data are protected by Community Regulation. 





























BUSINESS & PERSONAL 


(e) H oO R IMMIGRATION TO CANADA. 
F F S E Experienced Canadian Immigration 
Companies from $250 


Lawyer will prepare Visa application and 
READY MADE COMPANIES 






Immigration & Investment 
in USA, Canada, 
Australia & Spain 












conduct job search for prospective 
immigrants. Very reasonable fees. 
Leonard Simcoe, Ref. E, 1255 Laird 





Permanent residency in UK after 4 years: | 
e Investor (£11) | | Biva., #208, Mt, Royal, Quebec, Canada 
















LOWEST ANNUAL FEES Are you looking for Ir . 
NOMINEE SERVICE permanent residency in the | © Self employed businessman (£200,000) HGP 2T1. Fax (514) 739 0795. 
BANK INTRODUCTIONS A 3 o Retired penon of independent means Email: LSimcoe@csi.com 
OFFSHORE CREDIT CARDS independent category or as © Sole representative of non-uk company | http://users.ycs.net:85/simcoe 


an investor? Second passport (economic citizenship U.S. Bank Account 


pr ramme} pi . 
Opening Service 


CALL ANYTIME Tel: 1.800.423.2993 
(toll free) or +302,996.5819 


| 


Funds GE) Express : see ; 
Documentation including 
Tel: +353-1-6790600 Fax:+353-1-6790475 $ investment opportunities 


Ridge House, 1 Conyngham Road, $ z s 
supplied for only $50 USD 


| Contact Laya Falsafi at 
KINGSFORD STACEY BLACKWELL 





a Dublin Bi lrelang uae SOLICITORS Fax: 1.800.423.0423 (USA/Canada only) 

E-mail: FundsExpress@clubiie Dr. Abdi Consultant International 114 Old Square London WC2A 3UB or Fax: +302:996.5818 
Cyprus: j k ‘ s No. 79 | =o 5 VO E NO one E-mail: inc_info@delbusinc.com 

Tol+357-2752415 Faxi4357-2766722 4 i (Sp (#44) 0207 447 1200 or i internet: http://www.delbusinc.com 











Established since 19380 Te & k 7 327 E-mail: ffalsafi@kingsfords.co.uk Delaware Business incorporaters, inc. 
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| Euromoney Institutional Investor World Economic Forum 


| 

| i 
i 

| 

| 


Senior Editor, World Link 





We are looking for a Senior Editor who can contribute towards writing, 
commissioning and sub-editing as part of a small and dynamic team. 






This demanding post, based in London £C4, offers a competitive salary and | 
involves extensive travel. | 





t 
1 
| The ideal candidate will be an all-rounder with: | 
> , i 
* intelligence and chutzpah 
* keen interest in global business issues, Beapalitics and investment in 
emerging markets 
a strong production bent 
QuarkXPress and languages a plus { 















World Link circulates to nearly 30,000 business and political leaders | 
globally. The not-for-profit World Economic Forum is known for its annual | 
summit in Davos, Switzerland. | 










Apply in writing with full cv by December 17 to: 
Lance Knobel, World Link, Nestor House, i 
Playhouse Yard, London EC4V 5EX. 









FREIE UNIVERSITÄT BOZEN 
LIBERA UNIVERS l 


Sehon! of Economics of the 
“year d i : 


y business and economics (Ref. 03) 
private law (Ref. 04) 


ilg law (Ret. 05) 
o 


Accounting ¢ 

Economic History 

Statistics (Ref. 09) 

Marketing (Ref, 10) 

Corporate Finance (Ref, 11) ; 
* Comparative commercial law (Ret, 

‘ternational Economics (Ref. 13) 


ul time appo. 
Urtiversity ins 


tes should send their curriculum 
1e position number (Ref) and indicating 
of three referees, to the following add 


Via della Mostra, 4 
< {-39100 Bozen-Balzano 


Deadline for the receipt of applications: February 14, 2000 
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Lecturer in Knowledge Management 


The Open University Business School is one of Europe's largest providers of 
management education with more than 25,000 students taking our courses in the 
UK, the rest of Europe and in many other countries and a substantial programme 

of research. This current post is in the broad and developing field of knowledge 
management and offers exciting opportunities for teaching and research in this field. 





1997 


THE QUEENS AWARD FOR 
EXPORT ACHIVEMENT 







The post is permanent, on the Academic Staff Lecturer Grade solary scale 
£23,521 - £30,065 pa depending on qualifications and experience. 


An application package and access details for disabled applicants can 

be obtained from our website at http: //oubs.open.ac.uk by e-mail: 
OUBS-Recruitment@open.ac.uk by telephone Milton Keynes (01908) 
652965, by Fax (01908) 655898 or by writing to The School Office, 
Open University Business School, Walton Hall, Milton Keynes MK7 6AA . 
Closing date for applications: 17 December 1999. 


Interviews will be held on 31 January 2000. 


Disabled applicants whose skills and experience meet the requirements of 

the job will be interviewed. Please let us know if you need your copy 

of the further particulars in large print, on computer disk, or on 

audio cassette tape. Hearing impaired persons may make 
-enquiries on Milton Keynes (01908) 654901 

_ {Minicom answerphone). 

















SMALL REPUTABLE BUS 
COMPANY LOOKING FOR 
FINANCIAL INVESTORS FOR 
EXPANSION. HIGH POTENTIAL 
FOR GROWTH WITH THE RIGHT 


EQUIPMENT. CONTACT 
“NOBLECREST INC” @(613)969- 
2140 PAX(613)969-2842 E-MAIL. 
noblecrest@yahoo.com 


OFFSHORE COMPANIES 
TRUSTS FOUNDATIONS 


Over 15 yeors of specialist company formation 
& management services. 
For a no-obligation confidential consultation, 
together with free explanatory brochure contact: 


WORLDWIDE CORPORATE 
SOLUTIONS LIMITED 


TEL. +44 1624 827153 
FAX. +44 1624 827154 


E Mail solutions@uadvsys.co.uk 


COMPANY & 
TRUST SERVICES 
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The Wellcome Trust 


Research Training Fellowships Through Master’s Programmes 
in Demography, Population or Reproductive Health 


As part of the Wellcome Trust's Population Studies initiative, nominations are 
invited for these Fellowships, which will offer one year's training at Master's 
level in a centre of research excellence, followed by one year’s support for a 
research project in the Fellows home country. Research projects in the 
following areas are particularly encouraged: demography; epidemiology: 
health and the environment; health economics; improvement of reproductive 
health in adolescents and adults; reproductive biology relevant to 
contraceptive research and development; safe motherhood, infant and child 
wellbeing; sexual health; social sciences. 

Candidate Eligibility: Candidates should be residents of developing 
countries in Africa, Asia or Latin America, or the restructuring countries of 
central and eastern Europe, including the former Soviet Union. They should 
be educated at least to first degree level in a relevant subject, and hold a 
position with a university or government department, or a non-governmental 
organisation with a remit to implement programmes in population and 
reproductive health. 

Nomination: Candidates must be sponsored by the centre where they wish to 
train, and their local employer, who should also guarantee that the candidate 
will be given sufficient time to pursue a research project during the second 
year of the award. Each institution may nominate no more than three 
candidates. Direct applications from individuals will not be considered. 
Tenure: Awards will be offered for a maximum of two years’ duration. 
Exceptional Fellows may be offered the opportunity to extend their training to 
PhD level. j 


Value: Whilst undertaking their Master's training, Fellows will receive a 
stipend according to age, experience, and local costs of living. Support may be 
requested for approved tuition fees, up to a maximum of 12 months, which 
should cover all the costs associated with the course. For the research project 
in the second year, support may be requested for materials, consumables and 
(where appropriate) equipment and field assistance. 

The Trust does not provide support for undesignated institutional 
overheads. 

‘The closing date for receipt of applications is Monday 17 April 2000. Late 
applications will not be considered. Decisions will be notified in the summer 
of 2000, 

Application forms for candidates may be obtained from the address 
given below. 

Nominations and requests for further information should be sent to: 

The Grants Section (Population Studies), The Wellcome Trust, 
183 Euston Road, London NW1 2BE, UK. Tel: +44 (0) 207 611 7236; 
Fax: +44 (0) 207 611 7288 E-mail: population@wellcome.ac.uk. 
Web site: www.wellcome.ac.uk/international 

Scientific enquiries may be addressed to Dr. Gunvanti Goding, Scientific 
Programme Officer, at the same address. 

NB: Applicants may not apply for more than one Trust fellowship scheme 
at any one time. 


The Wellcome Trust is a Registered. Charity, No. 210183, and seeks to support research in 
biomedical sciences and the history of medicine by means of grants and other activities 


The Wellcome Trust 


Call for Research Proposals in Population Studies 


Applications are invited for project and programme grant support for 
innovative research on issues relating to the consequences of population 
change. Proposals may address any relevant question, but applications are 
particularly encouraged in the following areas: demography; epidemiology: 
health and the environment: health economics; improvement of reproductive 
health in adolescents and adults; reproductive biology relevant to 
contraceptive research and development; safe motherhood, infant and child 
wellbeing; sexual health; social sciences. 


Purpose: The Wellcome Trust particularly wishes to encourage proposals 
which establish and develop collaboration between researchers in 
restructuring or less developed countries, and those in internationally 
recognised centres of excellence. Interdisciplinary collaborations between 
demographers, social and environmental scientists, economists and biologists 
are also encouraged. Proposals may include provision for research training of 
investigators from restructuring and less developed countries at centres of 
research excellence. Applications are also invited for innovative research in 
population studies based in developed countries. The Wellcome Trust 
is particularly interested in receiving applications for research projects 
which would partner programmes of intervention supported by other 
donor organisations. 

Eligibility: Applications may be received from any country, excluding 
researchers in North America, who are advised to approach agencies in their 
respective countries. The principal investigator should normally hold an 


established post in a university, medical school or similar research 
institution. In exceptional cases, applications from researchers based in non- 
governmental organisations may be considered if the applicant's background 
in research is of sufficient strength. The authors of the proposal are also 
expected to be the individuals who would actually perform the intended 
studies. Individuals working in the commercial sector are not eligible to apply. 


Tenure and Value: Applications may include full direct project costs (e.g. 
research assistance, consumables, and equipment), but the Wellcome Trust is 
unable to consider requests for institutional overhead costs. As a research 
funding organisation the Trust is unable to support health care or educational 
interventions per se. It is also unable to provide funds for disbursement by 
other funding agencies. 


Applications will be considered throughout the year. At least six months 
should be allowed between submission of full applications and the proposed 
start date. 


Preliminary application forms and further information about this scheme 
and the Population Studies Programme are available from; 
The Grants Section (Population Studies), The Wellcome Trust, 
183 Euston Road, London NW1 2BE, UK. Tel: +44 (0) 207 611 7236/7284. 
Fax: +44 (0) 207 611 7288. E-mail population@wellcome.ac.uk 
Web site: www.wellcome.ac.uk/international 


Scientific enquiries may be addressed to Dr. Gunvanti Goding or 
Dr Zebbie Ikram, at the same address. 


‘The Wellcome Trust is a Registered Charity, No. 210183, and seeks to support research in 
biomedical sciences and the history of medicine by means of grants and other activities 
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| The Wellcome Trust 
Postdoctoral Research Training Fellowships in Population Studies 


The Wellcome Trust offers Research Training Fellowships in areas 
relevant to Population. Studies. including: demography: epidemiology; 
health and the environment; health economies: improvement of 
reproductive health in adolescents and adults; reproductive biology 
relevant to contraceptive research and development: safe motherhood, 
infant and child wellbeing: sexual health: social sciences, 


Purpose: To provide postdoctoral basic and social scientists, or medical 
graduates of up to six years’ research experience, with an opportunity to 
become independent research scientists through high quality 
fundamental or applied research in population studies, 

Eligibility: Applications may- be received from any country, excluding 
researchers in North America, who are advised to approach agencies in 
their respective countries. 

Tenure: Awards will be offered for a maximum of four years in a 
university or medical school setting. These non-renewable awards are 
intended to provide a period of research training at an internationally 
recognised centre of excellence (in the applicant's country or abroad), 
which may be followed by up to two years’ support {within the four year 
period) at an approved {research} laboratory, which will normally be in the 
applicant's country. Candidates wishing to conduct their studies in one 
country may request support for a maximum of three years. 

Provisions: Salaries will be paid on the Wellcome Trust scale according 
to age, experience, and the cost of living in the eountry in which the 


candidate will be working. Fellowship support can include funding for 
project-dedicated expenses and travel. Where appropriate, consideration 
may be given to the expense of attending a course leading to a recognised 
qualification in a discipline central to the Fellowship research 
programme. 

Deadlines: Applications will be considered throughout the year and at 
least six months should be allowed. between submission of full 
applications and the proposed start date. 

Application Procedure: Candidates are required to make their own 
arrangements with the institutions in which they propose to work and 
written confirmation of these arrangements, including a letter of support 
from a suitable sponsor at the host institution, should be forwarded to 
the Trust. 

Preliminary application forms and further information about this scheme 
and the Population Studies Programme are available from: The Grants 
Section (Population Studies), The Wellcome Trust, 183 Euston 
Road, London NW1 2BE, UK. Tel: +44 (0) 207 611- 7236/7284; 
Fax: +44 (0) 207 611 7288. E-mail: population@wellcome.ac.uk 
Web site: www.wellcome.ac.uk/international 

Scientific enquiries may be addressed to Dr Zebbie Ikram, Scientific 
Programme Officer, at the same address. 
NB: Applicants may not apply for more than one Trust fellowship 
scheme at any one time. 








The Wellcome Trust is a Registered Charity, No, 210183, and seeks to support research in 
Momedical sciences and the history of medicine by means of grants and other activities 





PUBLICATIONS 





Learn Another 
Language on 
Your Own! 


Learn to speak a foreign language fluently on your own and 
at your own pace with what are considered the finest in-depth 
courses available. Many were developed by the Foreign Service 
Institute of the U.S. Department of State for diplomatic personnel 
who must learn a language quickly and thoroughly. Emphasis is on 
learning to speak and to understand the spoken language. A typical course (equivalent to a college semester) includes an album of 
10 to 12 audio cassettes (10 to 18 hours), recorded by native-born speakers, plus a 250-page textbook. Some of our courses: 
QO Albanian $135 O German I $185 O Lithuanian $165 O Slovak $225 
O Arabic, Saudi $185 ©) German H $155 O Mandarin $185 © Spanish, European $125 
OEgyptian $185 O Greek $185 © Mongolian $225 [0 Latin American! $185 
{Moroccan $245 0 Haitian Creole $225 O Norwegian $135 [Latin American Il $165 
© Bulgarian $265 O Hebrew $255 O Persian $185 © Swahili $275 
O Cantonese $225 O Hindi $145 O Polish $195 D Swedish $225 
O Catalan $225 O Hungarian $225 Portuguese, O Tagalog $325 
O Czech $155 O Italian $185 O Brazilian A Thai $225 
Q Danish $155 O Japanese $185 [O European O Turkish $225 
O Dutch $155 0 Korean $225 O Romanian $135 O Ukrainian $225 
O Estonian $295 © Lakota $185 O Russian $255 O Urdu $195 
Q French I $185 O Latin $160 © Serbo-Croatian $225 O Vietnamese 
O French H $215 O Latvian $225 DO Shona $225 (South) 
You can order now with a full 3-week money-back guarantee. Credit card orders call 
toll-free neath yee papal fax re Aeon a o oua ints 
(203)453-9794, or mail check or money order, for air mail shipments overseas. Ask for 
our free 52-page Whole World Language Catalog with courses in 101 eae Our 28th year, THE LANGUAGE SOURCE 





Also available are these briefer 
courses consisting of 2 to 4 cas- 
settes plus book or phrase guide: 
Afrikaans$22 
Azerbaijani, $55 

Basque, $45 

Indonesian, $55 

Trish, $90 

Kazakh, $55 

Kurdish, $45 

Lebanese, $50 

Malay, $55 

Scots Gaelic, $90 
Southern Sotho, $22 
Uzbek, $55 

Zulu, $22 


$225 
$155 


oo000gnono0nooo 








$245 


Room 4812, 


BaUDIC-FaRUTY 96 Broad St., 


Guilford, CT 


06437 U.S.A. 
ae 
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Arthur Andersen's 


Global Conference for 
Educators and Community Leaders 


LEARNING FOR THE 21st CENTURY 
April 26-28, 2000 St. Charles, Illinois 


E Understand the coevolution of schools, higher 
education and business training toward a self- 
directed, lifelong learning system. 


General Session Speakers (all confirmed): 

¢ Russell Ackoff — Professor, Wharton School of 
Business 
Peter Block — Author and Consultant 
Richard Boulton — Arthur Andersen, Strategy & 
Planning 

e Peter Drucker — Father of Modern Management 

+ Morton Egol — Arthur Andersen, School of the 
Future 
Dan Greenberg — Founder of Sudbury Valley 
Schoo! 

e David Langford — Schoo! Quality Consultant 

e Drew Lebby - School Strategy Consultant 
Nicholas Negroponte - Founder of MIT Media 
Lab 

e Mark Russell — Humorist 


Visit the Arthur Andersen Community Learning 
Center via videoconference with facilitators and 
learners. This modern version of the one-room 
schoolhouse for multiage, self-directed learners is 
evolving toward a learning environment for all ages. 


Participate in workshops on Global Best 
Practices for learning in schools, higher 
education and business. 


Phone 630-444-4987 

Fax 630-444-4975 

E-Mail school.of.the.future@arthurandersen.com 
www.arthurandersen.com/schoolofthefuture 


Please send me 
Name (Mr./Ms.) 
Company/Org. 
Address 
City : 

State/Country Zip/Postcode __———— 














Telephone 





Fax 
E-Mail 
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The 
Boston 
Consulting 
Group 


wipw.blowntobits.com 
e 


Harvard Business School Press 




























Plastic 
The Digital Revolution in 
Buying and Borrowing 


David Evans 
and Richard Schmalensee 






“This very readable book will 
appeal not only to policy 
makers and business 
executives, but also to the 
theoretically inclined 
economist, The authors 
provide a rigorous analysis 
and deep insights about the 
credit card industry's 
fascinating institutional 
features....a remarkable 
achievement.” — Jean Tirole, 
institut D'Economie 
indutrielle, France 


348 pp., 25 illus. $29.95 









hitp://mitpress.mit.edu 


To order call 800-386-0343 (US 
THe — & Canada} or (647) 625-8869. 
Prices higher outside U.S, and 
M IT subject to change without notice. 
Press 


INTERNATIONAL 
PROPERTY 


+ Lake Geneva & Alps 
Attractive properties, overlooking views, 1 to 5 
bedrooms, from SFr 250'000. Sale to Non- 
Swiss citizens authorized. Leading company 
established in 1975. Experience. Discretion. 


REVAC S.A. 
52, Montbrillant, CH-1211 GENEVA 2 
Tel. +441 22/734 15 40 Fax 734 12 20 


COURSES 


WHICH UNIVERSITY 
IS THE BEST FOR ME? 
Over 1.660 univ’s sew offer iming degrees! B 
MA, MBA 


Govern 
impiutam net i a 
ime sane niul seformarion belare 
dipands on i 
mbatek OT 
X 








Give your 
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BUSINESS & 
PERSONAL 


SYDNEY 2000 OLYMPIC SPONSORSHIP 


Established leading lady event rider 
aiming for Sydney Olympics is seeking 
further sponsorship. 

A unique opportunity for promoting your 
company or for personal satisfaction; 
National/nternational media coverage and 
gateway to the largest 3 day events in the 
world; Badminton, Burghley and the 
Olympics. 

Please call - 0966 249436 
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4.9¢ a minute calls 
to the USA 
from anywhere 
in the world! 


8¢ calls to UK, France, Germany, 
Netherlands, Belgium, Hong Kong, 
Sweden, Switzerland & more! 


Get low, low rates in the true spirit of the holidays! Phone friends and 

family back in the U.S.A. at just 4.9¢ a min! 

4.9¢ a min. NOW! 
1-718-234-8228 


We'll call you right back 
with all the facts! 


Fax: 1-520-940-1176 
Or e-mail us at: 
n2p3@usa.com 


Or, call anywhere in Western 
Europe for just 8¢ a min. Get 
rock-bottom rates around the 
world. 


Call, fax, or contact Net? Phone® 
NOW and save! 


a riled time offer, Limited to PC-in-Phone calls ordy 


net: Za phone’ New customers only. Rates subject io change withaut 


WZ www.net2phonecom ones 








The UK & Offshore 
Company Specialists 


SCHHROCHES SER O MR EHOTOHE ORES BE EOHREEBBESEOS 


B Ready made & own choice of name 
Co's available in UK & worldwide. 
E Free advice & colour brochure, 
W Free name check, 
E We guarantee the 


The Company Store Group 
I sea i is one of the longest 
established professional firms 
specialising in worldwi 
company and trust 
formation, We 

lieve that we offer 
the quickest service 
and the most 
competitive fees, with 
no hidden extras, We 
undertake to refund the difference, 
if you can obtain the same services 
elsewhere at a lower cost. 


services, domicilation, 
bank introductions, 
mail, tel, fax, e-mail and 
associated services, 
WAI mej credit cards et 


26 North John Street, ‘liverpool 2 ORU, “UK 
Tel: +44 (0) 151 258 1258 (24hrs) 
Fax: +44 (0) 151 236 0653 
e-mail: enq@companystoreworldwide.com 


Visit our comprehensive website: 
iww.companystoreworldwide.com 
REEPHONE (UK) 0800 26-26-62 


THE ECONOMIST DECEMBER 4TH 1999 





For over a quarter of the 
century, OCRA has offered 
unparalleled knowledge of 
international tax and asset 
protection planning for 
individual and corporate clients. 

Now delivered through a 
network of offices in 26 
world financial centres and 
all time zones, the collective 
experience, skilis and resources 
of more than 300 muki- 
disciplined OCRA professionals 
including lawyers, chartered 
accountants and secretaries, 
economists and bankers are 
instantly accessible ~ wherever 
you are. 

For our FREE 110 page 
full colour brochure contact 
Colin W Forster (director) 
ISLE OF MAN 
PO Box 55 Companies House 
Tower Street Ramsey 
Isle of Man IM99 1JA 
British Isles 
Telephone +44 1624 815544 
Facsimile +44 1624 817080 
E-mail: economist@ocra.com 


FREEPHONE UK 
0800 269 900 


FREEPHONE USA 
+1 300 283 “GAS 











LONDON 
Richard C 
Phone + 


F 5 £ i “ah. 
E-mail icy@acra. com Eana iy 
USA AICS tta 
iM 


HONG KONG 
nd Choi MLA iD 
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WORLD WIDE 


The Definitive Offshore information Website 


www.ocra.com 


Instant Response 
Immediate Action 
29 Languages Spoken 












The most comprehensive 
range of offshore services 


* Personalised Tax 
Planning Advice 

* 750 Ready Made 
Corporations from US$350 

* Bank introductions/ 
Corporate Credit Cards 

e Offshore Trusts and 
Licensed Trustee Services 

* Professional Directors and 
Nominee Services 

* Incorporation Services in 
more than 100 Jurisdictions 

* Management and 
Administration Services 


* Full Accountancy. and Audit 
Services — 


Mota coni ft Ka CO 


AUSTRALIA 
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U.S. GREEN CARD (NO JOB OFFER) 
s in LS. Immigration law may inake you 
ra U.S. GREEN CARD without needing 
xperienced businessman 
x your C.V resume, or 
w fo: 


2ND PASSPORTS, DRIVER’S 
LICENCES, DEGREES, BANK 
A/Cs, CAMOUFLAGE PASSPORTS. 


















Are you looking for a 
Swiss Portfolio Manager? 


Provision 
eligi! 








GMC 
Fax +3120-5241407 
Email: 100413.3245q@compuserve.com 
hup://www.global-money.com 


























Are you seeking someone to manage your equity 
portfolio in Switzerland? Are you aware of all the 
advantages when you open your own account (min. 
US$300,000)? Herein the beautiful city of Geneva, 
the international investor finds. traditional private 
banking. As. a private person with an excellent 
reputation, we will take care of y ü and make 

ED ess pea 
clearly 
| invest 




























AVAILABLE BY 
EUROPEAN BANK 


‘LETTERS OF CREDIT 
“STANDBY LETTERS OF CREDIT 
“PROOF OF FUNDS 
“INVESTMENT LOANS 
FINANCIAL GUARANTEES 


FAX APPLICATION TO BANK: 
+90 392 227 53 77 
E-MAIL: info@capital-available.com 



































OFFSHORE 
TAX - FREE 


| Companies world - wide your funds in equities and 


Formation and administration of 
companies, opening of bank accounts guara ntee z pro ional € ompet enc 
tel./fax/mail forwarding service A 


Į | UNITED KINGDOM GIFTZ experience), 
= Head ee sensibility fo 


LAVECO Ltd Looking 


Clos de Saignie, Sark, 





























































[aimn Teny Gon for something 
EAA different? are members of the highly reputed “Swiss group of 

e a z Independent Financial Advisors.” We can provide clear 
View otr answers to these and any other questions you may 


selection of have. Please feel free to contact us. Mr Peter C. Frey 


E ROMANA os quality gifts for (born 1954) is looking forward to hearing from you. 
Ch teI daa 









































Fax: +40-92-154-605 Christmas and 
E-mail: lavecoro@fx.ro P. C. FREY UND PARTNER AG 
__RUSSIA all occasions 8, rue Muzy / P. 0. Box #3262 / CH-1211 Geneva 3 






4147-444 
(Switzerland) phone +41-22-787 08 90 / fax +41-22-786 34 35 


website: www.pcfrey.ch / email: pefrey@swissonline.ch 





www. globalgiftz.com 





Offshore Companies, Trusts, Tax Planning 


assets and minimise your tax. The Sovereign Group is a professional global practice of leading 
tax specialists, operating in 13 jurisdictions worldwide for over 10 years. For complimentary copies of our guides to international tax planning and trustee 
advice free of obligation or charge. 


Innovative and cost-effective solutions to protect your 


services, please contact your most convenient Sovereign office. Alternatively call for expert practical 



















HONG KONG: Stuart Stobie USA: Bill Andrews GIBRALTAR: Diane Dentith U.K.: Simon Denton T.C.L: Paul Winder 

Tel: 5 j Tel: +1 757 363 9669 Tek +350 76173 Tel: +44 (0)207 479 7070 Tel: +i 649 946 5036 
Pax 5 Fax: +} 757 363 9608 Fax: +350 70158 Fax: +44 (0)207 439 4436 Fax: +1 649 946 $052 
hki@soverergngroup.com usa@sovervigngroup com gib@sovereigngroup.com uk@isovercigngroup,com tcidésovereigngroup.com 


www.sovereigngroup.com 


Sovereign Trust (Gibraltar) Limited is licensed by the Financial Services Commission ~ Licence Ne: FSC 001438. ccorincns 















cialized in the establishment and administration of Offshore Companies, Trusts 
and other structures with emphasis on Tax Mitigation, Asset Protection and Privacy. We also arrange no tax /low tax 
residency and alternative citizenship and passport. For information or an initial consultation without obligation please 
contact your most convenient ICSL office. Our aim is to provide Quality Service at Reasonable Cost. 
CANADA - JACQUE LAPINE IBERIA - ROD RAMSDEN LLB LLM UK - PEYMAN ZIA 

International Company Services (Canada) Ltd ICSL Iberia Limitada international Company Services (UK) Ltd 
Tel: +1 450 679 7452 Fax: +14506794263 Tel: +351 1314 2030 Fax: +35113142031 Tel: +44 1714934244 Fax: +44 171 491 0605 

Email: icscanada@cedep.net Email: por@ICSL.com Email: uk@ICSL.com. a 


USA (WEST) - KASRA SADR JD USA (EAST) - JERRY BAKERJIAN BBA URUGUAY - Dr. CARLOS QUERALTO 


Since 1977 The ICSL organisation has spe 











International Company Services (USA) Inc International Company Services (USA) Inc International Company Services S.A. 
el: +1310 550 8712 Fax: +1310 205 7973 Tel: +1 954 943 1498 Fax: +1954 943 1499 Tel: +5982 902 1165 Fax: +598 2 902 1191 oe 
Email: usawest@ICSL.com Email; usa@ICSL.com Email: uy@ICSL.com www.iC SL com 
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The | 
Economist 


TO ADVERTISE WITHIN THE 
CLASSIFIED SECTION, CONTACT: 


Stephen Welch 
New York 
Tel: (1-212) 5415730 Fax: (1-212) 247 1325 
Email: StephenWelch@economist.com 
or 
Evanna Kearns 
London 
Tel: (44-171) 830 7000 Fax: (44-171) 830 7111 
Email: EvannaKearns@economist.com 
or 
Nathalie Henault 
Paris 
Tel: (33-1) 53 93 66 08 
Email: NathalieHenault@economist.com 


INCORPORATE IN USA 
BY FAX OR PHONE 


| Delaware = $199.00 
_ Wyoming $285.00 
* Confidential and cost effective Nevada $380.00 
+ Full registered agent services Utah $270.0 | 


FAX: 302-421-5753 TEL: 302-421-5750 


R i E Mail: corp@dca.net 
Registered Agents, Ltd. Web Site: www-.incusa.com 
20 N. Market 






e Corporations and LLCs 
+ Free name reservation 


e Personal assets shielded 





S; UK; France, 
Sweden, Norw: 
ia, Canada, from 
here in the world. 


ates to all other destirations) 
ime fee! not included) 











n Sentrally located in Kensington area 











OFFSHORE COMPANIES 


~ & TAX PLANNING 
Y LAWYERS 


The SCF Group is probably Europe's premier LICENSED 
trust and management practice fully owned and operated by 
qualified lawyers and accountants. Unlike many competitors, 

the Group is fully able to meet your entire individual and 

corporate tax planning needs whilst our in-house 
management capabilities allow for added confidentiality and 
extremely competitive fees. If you or your company want to 
protect your hard-earned assets and not let them go up in 
smoke, please contact us today. 
e 100's of Companies immediately available! 
» Full Management & Nominee Services 
e Secure Bank Introductions 
e Family Settlements & Asset Protection 
e Trust & Foundation registration 
s Fiscal Migration 
e Full Tax Planning Services 
e GUARANTEED CONFIDENTIALITY 
o ULTRA COMPETITIVE FEES 
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For the ultimate TAX pianeing / offshore company 
wehsite, brochures and much more please visit us at 


wwwescfgroup.com 


Rec. as one of the top 30 financial websites by the 
Financial Times of Londons’ International Ma y 
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FOR A FREE & FRIENDLY INITIAL CONSULTATION OR FULL COLOUR BROCHURE SENT OUT WITHIN 24 
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U.S. IMMIGRATION 
We specialise in finding jobs, businesses or 
properties which allow you to qualify fora 


Olympics 2000 - 
Unique Opportunity 


Expressions of interest are sought. for 
exclusive use of the accommodation and 
restaurant area of Sydney's oldest 
continually licensed Hotel, for four woeks 
over the perlod of the Sydney 2000 
Olympics. The Hotel is located in 
Sydney's historical Rocks precinct and is 
within easy access of the city’s highlights. 
Recently refurbished, the Hotel offers ten 
bedrooms on the upper two levels or nine 
with private dining/conference facilities 
2. The Hotel's 15.24 mtr motor 
pe'ele” is capable of carrying 20 
ë nd tuily catered is also included 
for cruising as an integral part of the Hotel 
a services during that period. 





visa, and Our associate atrorneys handle the 
visa processing, To learn how we can help 
you, phone us at OG] 984-424-607] 
Management Consulting USA Inc. 
1802 N. University Drive, 
Suite 100A, 
Ft. Lauderdale, FI 33322. 
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Expressions of interest in writing by mail 
of fax close on 31 January 2000. Further 
information including a detailed brochure 
and proforma agreement can be obtained 
from: 

The Lord Nelson Brewery Hotel, 
The Rocks Sydney 2000, Australia 
Tel 61-2-92614044 Fax 61-2-9251 1532 
2000@lordnelson.com.au 
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ECONOMIC INDICATORS | 















OUTPUT, DEMAND AND JOBS Canada’s Gop grew 


quarter, thanks to booming exports and consumer spend 
4.2%. Japan’s industrial-production growth rate fell to 1.7% in the 12 months to October; the euro 
area’s slid to 0.8% in the 12 months to September. Japan’s jobless rate stayed a 
% change at annual rate 5 The Economist poll industrial 


at an annual rate of 4.7% in the third 
ing. Its year-on-year growth rose to 


Retail sales Unemployment 
% rate 


t 4.6% in October. 

















































































GDP forecasts _production (volume) = erate 
1999 2000 3 mths? 1 year 1year latest year ago f 
i+ ja fa +4 413 aze + 59 93 7.1 Oct 76 : 
+28 na + 3.3 wrt 6.9 Aug 4.1 Oct 45 o 
+27 na + 06 Sep - 6.1 jul 11.8 Oct* 12.5 
+31 + 49 + 0.9 Sep + 47 Oc 5.9 Sept 62 
Boa j.: +31. +117 + 6.2 Sep + 4.3 Aug 7.2 Oct 80 
Denmark + 08 + 1.5 Q2 + 2.3 na + 3.7 Sep - 1.0 Aug 5.6 Sep 62 
France t4i + 2.8 G3 + 3.0 +116 + 3.1 Sep + 3.0 Sep 11.0 oa 117 | 
+ 1.0 Q2 +27 -0.9  - 1.1 Sep ~- 2.7 dep 10.5 Oa 10.7 
+ + 68 ~ 04 Sep + 1.0 Sep, 11.4 Jul 12.0 
+ +16.3 + 1.7 Oct - 18 Sep 4.6 Oct 43 
+49 +28 sep + 25 ll 3.1 oc8 3.8 
+ 8.3 + 3.7 Sep na 15.4 sep 18.6 
-18 + 3.9 Sep _ + 4.2 Sep 5.2 Ot 5.6 
na + 2.0 Qz - 0.1 Sep 2.3 0a 3.2 
435 +3300 +99 ay 41 oa 46 
+) +37 + 0.8 Sep + 3.4 Jun 10.0 sep 10.7 











*Not seasonally adjusted. t average of 
October. $ AugeOct 


annual rate. tHul-Sep; 


caimant count rate 4.2% In 











esa 
PRICES AND WAGES Japan’s consumer prices rose for the third month running in October, 
but were still 0.7% lower than a year earlier. Germany’s 12-month consumer-price inflation rate 
edged up to 1.0% in November, Italy’s remained at 2.0% and Switzerland’ crept up to1.3%. In Oc- 
tober, French producer prices rose year-on-year for the first time in nearly 18 months. 
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COMMODITY PRICE INDEX 
ee Our dollar-based metals index | 





fell by almost 50% from its peak in January 
1995 to the lowest in more than five years in 
March 1999. But it has since risen by 31%, as 
Asian economies are recovering. Nickel has 
done best, gaining 55% since March, because 
the stainless-steel industry is booming. 
Prices of aluminium and copper have risen | 
by about 30%, but the threat of excess sup- 
plies next year has ended their rallies. Tin 
prices have been boosted by a recent stop- 
page of Chinese exports. Zinc prices have 
been healthy, even though consumption in 
Japan is the lowest for 24 years: demand 
elsewhere has been up. Stocks of lead con- | 
tinue to grow, weighing prices down. | 





The Economist metals index 

























































*Not seasonally adjusted 
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M INTERNATIONAL CALLS The growth in 
international-call minutes slowed last year, 
falling from 15% in 1997 to 12.5% in 1998, ac- 
cording to TeleGeography, a consultancy 
that publishes an annual review of global 
telecoms traffic. The slower trend reflects 
the Asian crisis and the fact that prices 
charged by North American carriers are so 
low that further cuts give less stimulus to 
demand. Many international carriers expe- 
rienced falling revenues, as price cuts were 
not offset by revenue growth. More than 
one-third of the world’s telephones are now 
cellular, but mobiles made only 7% of inter- 
national calls in 1998. One reason is the high 
price of international calls from mobiles; 
another is that faxes, which account for at 
least 20% of international-call minutes, usu- 
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% change at annual rate The Economist poli 
_Consumer prices* consumer prices forecast Producer prices* 
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FINANCIAL INDICATORS 


EST RATES The yield-on America’s 30-year Treasury bonds rose to 





MONEY AND INTER 





6.30% on renewed fears of interest-rate rises. The growth in broad money in the euro area eased 
to 6.0% in the year to October, down from a revised 6.2% in the 12 months to September. 
__Money supply* 


interest rates % p.a. (Dec Ast st 1999) 
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STOCKMARKETS In the week to December 1st, ‘stockmarkets hit treoid highs i in \ Amsterdam, 
London, Madrid, Paris, Stockholm and Toronto; the world index also hit a new peak. Tokyo, 
| however, lost some of last week’s gains: the Nikkei 225 and Topix lost 2.1% and 3.4% respectively. 
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TRADE, EXCHANGE RATES AND BUDGETS 


rent ; account 


The Economist t pall 
% of GDP, forecast 


Exchange rate 


“trade-weighted* 
Dec 1st year ago 


___Tradle balance*, $bn_ 





latest 12 mths 








The euro came within half a cent FoF parity against the dollar on November 29th. The euro 
area’s visible-trade surplus shrank to $68.3 billion in the 12 months to September; its current-account surplus narrowed to $53.3 billion. In the 
third quarter Canada’s current account was in surplus, trimming its 12-month deficit to $4.4 billion; Australia posted a record quarterly deficit. 





m HOUSEHOLD WEALTH Since 1982, 
wealth in America has risen sharply relative 
to households’ after-tax income. The main 
reason is rising stockmarkets: shares ac- 
count for the biggest proportion of Ameri- 
cans’ wealth. However, property wealth 
has lagged behind incomes. It was worth 
just over a year’s after-tax income in 1982, 
but only ten months’ worth in 1998. In Brit- 
ain, household wealth in 1998 was more 
than six times after-tax income, the highest 
ever. But the ratio of wealth to income has 
been held down throughout the 1990s, 
thanks mostly to the collapse of the British 
property market at the start of the decade. 
In the past year, however, the market has 
recovered strongly. 
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@ CONSUMPTION America’s private con- 
sumption spending in 1997 was $5.5 trillion, 
more than that of any other country, ac- 
cording to Merrill Lynch, an investment 
bank. As a percentage of cpr, however, 
spending by households and firms in Ar- 
gentina, Egypt, the Philippines, Greece and 
| Turkey was greater than in the United 
States. For instance, 82% of Argentina’s GDP 
was devoted to private consumption in 
1997, compared with 68% of Gop in Ameri- 
ca. Consumption by companies and house- 
holds in Scandinavia was generally lower 
than in the rest of Europe: in Sweden, for ex- 
ample, it accounted for only 53% of Gpr. But 
Sweden looks positively spendthrift com- 
pared with Singapore, where private con- 
sumption was only 41% of Gpr. This is part- 
ly thanks to the city-state’s mandatory 
savings schemes that discourage private 
spending. Private consumption is usually 
the largest single component of a country’s 
GDP. Investment, government spending, 
and net exports make up the rest. 
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ECONOMY Hong Kong’s Gop grew by 4.5% in the year to the third quarter, up from 0.7% in the 
previous quarter. Annual Gp? growth in the Philippines slowed to 3.1% in the third quarter. In- 
dustrial output soared in Singapore and South Korea in the 12 months to November, by 22.6% 
and 30.6% respectively. Over the same period, Thai consumer prices were unchanged. 
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FINANCIAL MARKETS Istanbul recovered during the week, thanks to an upgrade by Moo- 
dy’s, a credit-rating agency, and a report claiming that it could be one of the world’s best-per- 
forming markets in 2000, as in 1999. Warsaw rallied after the finance minister decided to remain 
in the government. Johannesburg reached an 18-month high, on strong foreign demand. 
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South Korea 1,239 | 
Taiwan 7 ___ 32.4 | 
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Brazil 4.92 120 
Chile a 546 470 
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Mexico 947 996 5 CG +03 J i 
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Egypt _ 242 3A | 
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israel 4.23 4.17 | 
South Africa 614 566 , | 
Turkey 518,475 302,900 828,160 | 
Czech Republic 358 303 57.3 | 
Hungary 252 219 403 | 
Poland 425 348 678 
Russja 26.7 1920 426 naas -5i +1383 + 924 





Sources: National statistics offices, central banks and stock exchanges, Primark Datastream, EIU; Reuters, Warburg Dillon Read; J.P Morgan; Hong Kong 
Monetary Authority; Centre tor Monitoring indian Economy: FIEL; EFG-Hermes, Bank Leumi Le-rael; Standard Bank Group: Akbank; Bank Ekspres: Deut- 
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Environmental rage 


Sir—I read your leader on glo- 


balisation (November 27th) with — 


utter exasperation. You claim that 
greater prosperity is the best way 
to improve the environment. On 
what economy’s performance in 
what millennium do you base 
this conclusion? The industrial 
revolution left London choking 
and buried beneath waste. The 
modem economy is a fire-breath- 
ing vampire of petroleum which 
is slowly cooking our planet. To 
claim that a massive increase in 
global production and consump- 
tion will be good for the environ- 
ment is preposterous. The audac- 
ity to make such a claim with a 
straight face accounts for much of 
the heated opposition to the 
World Trade Organisation. 

Greater prosperity, either 
through free trade or other mea- 
sures, does not automatically lead 
to a better environment. Unless 
the prices of energy and natural 
resources reflect the cost of con- 
suming limited “natural capital”, 
the true price of prosperity is de- 
ferred to the debit column of the 
future. It is a category failure of 
modern economics that these 
costs are not reflected in the costs 
of production. It is the kind of 
failure of vision which allows The 
Economist to state grandly that 
environmental concerns need to 
be heard in trade circles like any 
other “legitimate” concern. The 
sustainability of our planet and of 
its resources are not side issues to 
global economics—they are global 
economics. 

As long as governments and 
opinion leaders like The Econo- 





mist continue to miss this point 
so profoundly, the opposition 
will continue. The longer the con- 
cerns of that opposition are un- 
heeded, the more bitter the oppo- 
sition will become. 
: THILO BODE 
Executive Director 

Greenpeace 


Amsterdam International 


Sır—You are right that anti-wro 
lobbies are unaccountable to vot- 
ers. But what about pro-wro lob- 
bies? Do you think Bill Gates 
should have co-chaired the host 
committee? Who has more influ- 
ence? I do not think Mr Gates just 
served coffee and doughnuts to 
the delegates. Pro-wro lobbies 
have more influence than young 
people on the streets of Seattle. 
That is why it is a good thing that 
the meeting is under the spotlight. 
Montreal Prerre-Henri EHM 


Sirn—Democracy, it seems, is a 
fungible thing. In the past, you 
have criticised unelected judges 
for substituting their judgment 
for that of elected legislatures. 
Now you praise officials of cen- 
tral banks and the wo for doing 
the same thing, and you even find 


persuasive the suggestion that un- 


elected boards be empowered to 
tinker with tax rates. Is it that 
money is too important to be left 
to majoritarian excess, while hu- 
man rights are not? I venture that 
most voters (as opposed to big 
campaign contributors) have dif- 
ferent priorities. 
New York Marc DESMOND 
esa = eea =j 
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Democracy or Islam 


Sir—You argue that a more dem- 
ocratic treatment of Islamist par- 
ties could be the solution to a 
good deal of the social ills in 
many Muslim countries (“Islam’s 
Arab backlash”, November 27th). 
I disagree. 

First, Islamist parties are trying 
to use current democracy in order 
to abolish it later, when they 
come to power. They are aiming 
to bring in religious laws that are 
laid down by a divine being, and 
can be interpreted by only a 
handful of people. Not obeying 
these rules, or just daring to criti- 
cise them, can bring very harsh 
sentences. Even if one day a ma- 
jority wants to be subject to these 
laws, democracy does not require 
us to obey this desire. The rights 
of the minority need to be pro- 
tected. Islamic republics, such as 
lran, fail to provide this protec- 
tion. Religious parties, therefore, 
cannot be treated the same way 
as other political groups. They 
present the same problem as ul- 
tra-nationalist groups in Europe. 

More important, democracy is 
based on the belief that two sides 
of an. argument can try to per- 
suade each other or come to a 
compromise. However, this is not 
the case here. It is impossible to 
live in a society where secular and 
religious rules can live side by 
side. Itis a choice between one or 
the other. A similar analogy can 
be made with communism and 
capitalism. Both these regimes 
could not exist side by side in one 
country; so whichever one was in 
control attempted to suppress the 
other. 

Berkeley, 
California BuRCIN BAYTEKIN 
oh aa ie = | 





Fortune cookies 


Sir—Your article about the Girl 
Scouts. of America (“Girl Scouts 
and girl power”, November 20th) 
does not mention that they are a 
tax-exempt multi-million-dollar 
business. I have never heard a sat- 
isfactory explanation of the dis- 
bursement of the profits from the 
cookie sales, etc. 

At the local level Girl Scouts 
provide: their services free, buy 
their own uniforms and pay to go 
to camp. I understand a small 
part of the profits goes to each 
troop. I can only assume the rest 





goes to maintain lavish head- 
quarters buildings and high staff 
salaries. 


North Palm Beach, ISOBEL 
Florida DALZIEL 
NEPEAN EER EIEEE EE ES CA À 
Reformist Visco 


Sır—I was surprised to find my- 
self described as an old-fashioned 
politician standing in the way of 
the innovative policies of my col- 
league Giuliano Amato, Italy’s 
treasury minister (“A government 
wobbles along”, November zoth). 
Fortunately, Mr Amato and I are 
in full agreement over all the 
economic initiatives of our gov- 
ernment. This was particularly 
true during the drafting and prep- 
aration of the finance and budget 
laws now before parliament. 

My colleagues in parliament 
and in government can vouch for 
the fact that I have been a long- 
standing champion of reform, 
swift privatisation and liberalisa- 
tion of Italy’s then very large state 
sector to the extent that I ran into 
some opposition from the left of 
my own party in the past. 

As finance minister in the gov- 
ernment of Romano Prodi, I 
worked closely with Carlo Aze- 
glio Ciampi, when he was trea- 
sury minister, on the fiscal and 
economic reforms which enabled 
Italy to join the euro in the first 
group of countries to do so. Tax re- 
forms overseen by my ministry 
were conceived in a spirit quite 
the opposite to what you describe 
as “keeping up an old Italian tra- 
dition of squeezing those law- 
abiding citizens who pay income 
tax or vat.” By significantly re- 
ducing tax evasion for the first 
time this century we can claim 
both a perceptible improvement 
in overall revenues and a reduced 
tax burden for both families and 
companies. 

VINCENZO VISCO 


Rome Finance Minister 





Out of ordure 


Sin—Shame on you for sullying 
Vivendi’s image (“Exchanging 
places”, November 2oth) by say- 
ing its interests range from “sew- 
age to the media”. This is merely 
muckraking. 

Rockville Centre, 


New York Davip HAAN 


4 Published every week, except for a year-end double issue. © 1999 The Economist Newspaper Limited. Allrights reserved. Neither this publication nor any part of it may be reproduced, stored in a retrieval system, or transmitted in any 
form or by any means, electronic, mechanical, photocopying, recording or otherwise, without the prior permission of The Economist Newspaper Limited. The Economist is a registered trademark of The Economist Newspaper 
Limited. Pritted in Singapore by Times Printers Pte. Ltd. Publisher: The Economist Newspaper Umted 











ECONOMISTS 


Office of the 


RAIL REGULATOR Excellent Package 


This is a pivotal time for the rail industry, with high levels of growth, 
large investment programmes and new legislation in Parliament. Tom 
Winsor was appointed Rail Regulator in July and has established a 
new regulatory agenda. The Office of the Rail Regulator is therefore at 
the forefront of a politically important and high profile industry. 


The Office of the Rail Regulator is an independent. public sector 
body and has a range of statutory powers, including the issuing 
and enforcement of licences, approval of industry contracts, and 
competition law powers. It uses these to regulate Railtrack's 
stewardship of the national rail network, investment in the 
industry, provision of consumer benefits, and other key aspects of 
rail service provision, Qur aim is to use our powers to create a 
better railway for passengers and freight customers. 


The economics team is small and: influential. Our current priority is 
the completion of the first periodic review of Railtrack’s passenger 
access charges since privatisation. We also play an important role in 
providing advice on a wide range of issues central to regulation and 
competition in the rail industry. 


We are now seeking two new economists to join the team. The roles 
offer considerable challenge and will, principally, involve analysis of 
Railtrack’ investment plans and efficiency and overseeing the 
financial modelling. There will also be exposure to a full range of 
economics issues including the Competition Act. 






Postal Services Commission 






Central London 


To be successful in these demanding roles, you will have: 
e a first degree in Economics. A further degree, in economics, 
finance, business or transport, would be an advantage 
e at least 3 years’ experience in consulting, economics or industry 
e a strong analytical background 
* an understanding of the economics of network industries, 
regulation, accounting or competition 
e excellent oral and written communication skills 
è enthusiasm and commitment to achieving the highest 
possible standards. 
These are permanent posts, starting salaries will be between £37,000 
and £47,500 dependent on the extent of the relevant skills and 
experience you are able to offer. A higher salary may be available for 
exceptional candidates. 
For further details and an application form, contact Shila Shah, 
Human Resources Administrator, Office of the Rail Regulator, 
1 Waterhouse Square, 138 - 142 Holborn, London EC1N 2TQ or 
telephone 0171 282 2051 (24 hour answer phone) quoting reference 
73/99. The closing date for completed applications is 6 January 2000. 


ORR is an equal opportunities employer. 


CAPITA RAS 


MEMBERS 


£10k/ 30 days per annum 


The Post Office is one of the country’s best known and respected 
national institutions with some 200,000 direct employees. It 
is being modernised and given greater commercial 

freedom as customer demands change, as technology 

advances and as new players, — from private courier 

services to e-email providers — emerge. 


needs to be combined with robust regulation. The 
Government is therefore establishing an independent postal 
Regulator — the Postal Services Commission — which will take up 
its functions on 1 April 2000. 


Present plans are for the Commission to consist of a part-time 
Chair, a full-time Chief Executive and perhaps three non-executive 
members. When the Commission is fully operational it is 
thought it may need some 50 staff and a budget of £4-5 million 
to undertake’ the work required. It will be concerned with 
competition, prices, service and ensuring the delivery of the 
universal service obligation. 


at 
The appointment process for the Chair is well advanced a% 
and it is intended that the Chair designate will play 


a part in the appointment of the other members of 


[51 


Greater commercial freedom for the Post Office Department of Trade and Industry 


{ARC 


mostly London 


the Commission. These members will play key roles in shaping the 
Commission’s policies and determining its work, 

Candidates will have a track record of operating at 
senior levels. in business or public service and of 
contributing to policy formulation during a time of 
change. Candidates might for instance have served at 
board Jevel in companies, as a senior trade unionist 
or Chief Executive of a local authority or charity. 
Excellent judgement, analytical, communication and influencing 
skills, integrity and the capacity to be independent will be essential. 
An appreciation of regulation and competition issues will be valuable 
but not essential. Please note that whilst it is intended that the 
Commission’s main duty will be to promote the consumer interests 
wherever possible, it is not the primary consumer body. That is the 
role of the Post Office Users National Council. 


To request a pack with more detailed information (including 
how to apply) please telephone the advisers below on 
0181 466 4126 (24 hours) quoting ref DYYU/E as 
soon as possible and in any case not later than 
Wednesday 5 January. Applications will close on 
Monday 10 January. 


ADVERTISED RECRUITMENT AND CONSULTANCY 
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WORLD 
EC@NOMIC 


FORUM 





COMMITTED 
IMPROVING THE STATE 


The World Economic Forum Orne WORLD 


The World Economic Forum is the foremost global partnership of business, political, intellectual and other leaders of 
society committed to improving the state of the world. Members, constituents and collaborators have a unique opportunity, 
through their association with the The World Economic Forum, to engage in processes of developing and sharing ideas, 
opinions and knowledge on the key issues of the global agenda. 


The World Economic Forum is an independent, impartial, not-for-profit Foundation which acts in the spirit of 
entrepreneurship in the global public interest to further economic growth and social progress. 


We are looking for outstanding Team Leaders in 


Financial Services 
High-Tech Industries 
Consumer Goods 
You will be in charge of developing innovative services for our members who are the leading companies in their industrial 
sectors. In close partnership with the top people of these companies you will develop interaction and knowledge, based 


on the combination of traditional personal contacts and leading-edge technologies, such as creation of knowledge 
backbones and knowledge portals. 


otis our objective to create in all industrial sectors global issue partnerships addressing the key strategic challenges at the 


interface between industry and society. In this way, we can make a major contribution to the mission of the World 
Economic Forum. 


To implement this new initiative we can rely on the guidance of “Governors”, the CEOs of our member companies in each 
industrial sector. We also enjoy the support of partner companies who provide us with the necessary technological and 
industry-specific expertise. 


You will be at the centre of a large extensive “learning” network with a small, highly qualified staff to support you. In this 

position you will have the chance to: Pas F 

* analyse opportunities and responsibilities facing industry in tomorrow’s society 

* define creative insightful industry strategies 

* gain deep insights into the thinking of the other constituents of your industry such as governments, academia and civil 
society 


You are currently a chief strategist in a company of your sector or work. in a consultancy or investment bank with a proven 
track record in strategy formulation and implementation. You are attracted by an institution that fosters “entrepreneurship 
in the global public interest” and is based: in one of the most attractive locations in the world. You will work in a 
multicultural, young team of about 120 people (over 60% with top university background). 


We expect from you familiarity with and enthusiasm for: 

new internet based technologies 

the standing to communicate with world-class leaders 

the pioneer spirit to make a project happen within an unstructured environment and limited resources 
the passion to create added value not only for yourself and your work, but also for society 


OR ee 


We offer good salary conditions, subject to the limitations of an international not-for-profit foundation. 


l invite applications for the above positions only from top qualified persons. To facilitate contact | would prefer receiving 
by e-mail (recruitment@weforum.org), referring to Team Leaders, for my confidential and private information a one-page 
biography and summary of experience with an e-mail address for fast reply to those whom we will invite for follow-up 


“contact. 


-< Professor Klaus Schwab, President, World Economic Forum 


91-93 route de la Capite 
1223 Cologny/Geneva, Switzerland 
e-mail: recruitment@weforum.org 
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fe Department of 
Enterprise, Trade 
and Employment 


APPOINTMENTS TO 
THE COMPETITION 
AUTHORITY 


The Competition Authority is an Independent Statutory 
Body with responsibility for discharging Competition Law 
in Ireland. 


The Tanaiste and Minister for Enterprise, Trade and 
Employment proposes to appoint a Chairperson and at 
least one other Member to the Authority. 


These full-time positions offer a challenging opportunity 
in an important area of business regulation. 


THE RESPONSIBILITIES 


@ to licence permissible inter-firm agreements under the 
Competition Act. 


è to investigate suspected anti-competitive activity 
@ to take action in the Courts to enforce the law 


è to undertake investigations of proposed mergers 
referred to the Authority 


The role of the Chairperson is to oversee the work of the 
Authority. 


THE REQUIREMENTS 


@ considerable experience at senior managerial level in 
private and/or public sector 


è expertise in economics, law and/or business. 
Suitably qualified persons are invited to make applications 


for the positions. Applications should include a full curricu- 


lum vitae and should indicate clearly why the applicant 
considers herself/himself to be suitably qualified to dis- 
charge the duties involved. Candidates should indicate 
whether they are applying for the post of Chairperson or 
Member and clearly mark their application accordingly. 


Applications should be sent, in an envelope marked 
"Confidential - Competition Authority posts” to 


Paul Haran 

- Secretary General 

Department of Enterprise, Trade and Employment 

Kildare Street 

Dublin 2 

to be received by 11 January, 2000. 

The salary for the position of Chairperson is IR£71,869 
(€91,255) per annum and for Members is IR£57,665 
(€73,219) per annum. Appointments will be made for a 
five-year period that may be renewed. 

Candidates may be short listed for interview by the 
Appointments Board, on the basis of the information sup- 
plied. 

These posts are open to both male and female applicants. 












| MBA Programs 





The HKUST. Business School is committed to 
offering a world class MBA program to cultivate 
students’ ability to deal successfully with the 
challenges and opportunities presented by 
continued technological development and 
globalization. 


World Class Standards 











#140 faculty members drawn from the world's 
leading business schools 


*One.of the only two: Asian business schools 
accredited by the AACSB - The International 
Association for Management Education 


international Recognition 























*Ranked among the best international MBA 
programs and business schools in Asia by the 
World Executive's Digest and the International 

Herald Tribune 


*Exchange programs with 29 renowned business 
schools- from 12 countries including CEIBS, 
Chicago, Columbia, Duke, ESSEC, Kellogg, UC 
“Berkeley, UCLA, UMIST, and USC 


+ Two-year full-time and part-time MBA programs 

*Three-year part-time dual degree MBA/MSc 
programs 

* Concentrations in China Business, Financial 


Services and Information Technology 
Management: ; 

Next intake : September 2000 

Application deadline : February 2000 





For further information: 


Tel: (852)2358 7539 or (852)2358 7544 Fax: (852)2705 9596 
Web site: www.bmust-hk/-mba Email: hkustmba@ust.hk 
MBA Programs, School of Business and Management, HKUST, 
_ Clearwater Bay, Kowloon, Hong Kong. 













INTERNATIONAL FUND FOR 

AGRICULTURAL DEVELOPMENT (IFAD) 
JU Via del Serafico No. 107, 00142 Rome, Italy 

Fax: 39 06 5043463, E-Mail: mclachlan@ifad.org 


seeks 
HUMAN RESOURCES MANAGEMENT OFFICER, P-4/P-5 


Under the general supervision of the Director of Personnel, and in 
close collaboration with the operational and service division 
managers, the incumbent will contribute to the Division’s broad 
objective by: providing advisory services to managers and staff on 
matters relating to management of change and organizational 
development and training activities; managing job design and 
competencies, team building, quality management. initiatives, 
management studies, coordinating the performance evaluation system, 
performing attitude surveys, identifying training needs, developing 
and conducting training. 


Qualifications and Experience: Advanced university degree in the 
field of (HRM) Human Resources Management, public or business 
administration, social sciences or closely related field. At least seven 


Central Bank of Chile 


Vacancies in the Division of Studies and 
Office of the Chief Economist 


The Division of Studies and Office of the Chief Economist provides technical support to 
the Central Bank's policy design and implementation, prepares the Bank’s medium-term 
projections and forthcoming inflation report, and conducts research in macroeconomics, 
international economics, and finance, The Division is expanding its staff of highly 
qualified Ph.D. economists graduated from first-rate universities in the two following units. 


The Economic Research Unit conducts analytical and empirical research on a broad set of 
issues of relevance to emerging countries in general and the Chilean economy in 
particular, in the fields of macroeconomics, monetary policy, international finance, and 
development. 


The Macroeconomic Programming Unit is responsible for providing the Bank with the 
economic analysis needed to formulate monetary policy. It issues reports that set out the 
Bank’s assessment of the current economic situation in Chile and provides analytical 
information for the Bank’s policy decisions. Its economists conduct research and analysis 
of current events in Chile and the world economy. 


Qualifications of Applicants: 


* Ph.D. in economics with specialization in macroeconomics, international economics, 


r > : ; tgs time series analysis and/or finance 
to ten years’ experience with an international organization, or a a Aaa ae 


minimum of twelve to fifteen years’ experience gained at the national 
level. Ability to work within a team. Excellent knowledge of English, 
French or Spanish. A working knowledge of one of IFAD’s official 
languages:(English, French, Spanish or Arabic) 


Net Salary Range: from USD 50 767 to USD 79 108 per annum plus 
post adjustment and United Nations benefits package. 


Strong theoretical training and proven analytical and empirical research capability 
Strong ability to participate in research teams and communicate effectively 
Fluent command of Spanish and English 

+ Strong publication record is desirable. 


Eg shea n Salaries and non-salary benefits are internationally competitive. Applications should 
Please send application to Personnel Division no later than 15 January include a recent CV and references, as well as copies of published or unpublished papers. 
2000 For more details please visit our web site at www.ifad.org Applications should be addressed in English or Spanish to Division Estudios, Banco 
Central de Chile. Agustinas 1180, Tercer Piso, Santiago, CHILE, and should reach us by 
January 31, 2000. They will be handled under strict confidence and will not be returned. 
Only applications that best match the requirements of the position will be acknowledged. 


Only shortlisted candidates will receive an acknowledgement 
Applications from women candidates are particularly encouraged 


Established in 1997, the Asian Development Bank Institute is engaged in poticy-oriented research and pro-poor capacity building for the Asian 
and Pacific region. 


CI Research Fellow(s) cet. no. apsi:99-20): 

Designs and conducts original research on development issues with long-term and strategic implications for social and economic ciroumstances 
of Asia’s developing economies; and publishes research outputs. 

Requirements: Ph.D. in economics (srong at macroeconomics), notable research experience in preferred specializations of either international 
trade and DFL product and labor markets, finance, banking, privatization, public sector, and/or poverty reduction, strong record of 
research, publications and university-level teaching; academic administrative and organizational experience, an advantage. 


e e e e e 
O Capacity Building Specialist(s) (ret. No. apB1:99-21): 

Designs and manages capacity-building prograrns responding to needs of DMCs, and synthesizes and disseminates promising practices and sound 
public sector management; also conducts original related research in preferred specializations of either international finance, trade, taxation 
policy and administration, public expenditure management and/or poverty reduction. 

Requirements: Post-graduate degree in finance, public sector economics or development economics (preferably Ph.D.), notable regional 
experience in relevant field, strong analytical, organizational and strategic skills; sound interpersonal and team building skills, university-level 
teaching, an advantage. 


TUTE 


These professional positions based in Tokyo are for fixed terms, with a minimum of three years. ADB Institute offers an internationally 
competitive compensation package paid in US dollars. Salaries and expatriate benefits are generally free of tax except for citizens of some countries. 
Applicants from ADB member countries only should fax or send their (i) full curriculum vitae, quoting relevant reference number, and (ii) sample 
research paper and abstract* (non-returnable) addressing our areas of interest (visit www.adbi.org for full details on all our current research and 
capacity building programs), not later than 31 December 1999 to: 


HUMAN RESOURCES MANAGEMENT (AMC) 
ASIAN DEVELOPMENT BANK INSTITUTE 
KASUMIGASEKI BLDG. 8™ FLOOR 
3-2-5 KASUMIGASEKI, CHIYODA-KU, TOKYO 100-6008 JAPAN 
FAX: (81-3) 3593-5571 http:/Avww.adbi.org 


Women are actively encouraged to apply. Only shortlisted candidates will be notified. 
* Applications lacking research paper cannot be considered. 


Asian Development Bank 
NST 
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AFRICAN DEVELOPMENT BANK 


The AFRICAN DEVELOPMENT BANK is the premier pan-African development finance institution established in 1964 to foster 
economic growth and social progress in Africa. The Bank is owned by 77 member states in Africa, Europe, Asia and the Americas. It 
is based in Abidjan, Côte d'Ivoire, West Africa. 

Nationals of member countries are invited to apply for the following positions. 





Under the general supervision of the Director, Administration Department, the incumbent will: Plan, control and supervise the activities of the 
Support Services Division which is responsible for the Bank’s Air Travel, shipping and clearing and management of the Bank’s fleet and renting of 
cars, restaurant, and communications services; Initiate and propose policy changes and prepare action plans related to all the support services under 
the Division’s responsibility and supervise their implementation; Manage and supervise the preparation of terms of references for the procurement and 
technical specifications of the acquiring services and facilities related to travel, shipping, restaurant, land transport management and communications, 
and technically manage the contracts related to. those services; Plan, develop strategy and manage the negotiations of all financial agreements with 
travel suppliers, and present the recommendations for senior management approvals; Manage the Annual Meeting aspects related to travel, hotel 
management and land transportation; Monitor and regularly evaluate the technical performance of all contracts related to Support Services. 
Qualifications: At least a post graduate/Master’s degree in Business Administration, Public/Private Administration, Finance or related areas; At least 
8 years of experience in the management of the support services and vast experience in the services delivery field. 














MANAGER, INSTITUTIONAL PROCUREMENTS DIVISION - ADMINISTRATION DEPARTMENT (VN. ADB/99/168) 


Under the general supervision of the Director, Administration Department, the incumbent will: Plan, organize, control and direct the activities of the 
Institutional Procurements Division to provide strategic orientation in the area of Bank’s internal procurement of goods, works and services, logistics 
and stock control and contract management and insurance monitoring; Initiate studies of new and innovative approaches to internal procurement, 
Organize, co-ordinate and manage all activities related to the development and implementation and monitoring the policies, procedures and practices 
of the internal procurements and logistics; Co-ordinate the revising of all administrative procedures and manuals on internal procurement and logistics 
for the Bank Group and make recommendations for amendments as appropriate: Supervise the preparation of terms of references and technical 
specifications of the acquiring services and facilities related to internal procurements, administrative contract management, logistics and insurance 
and technically manage the contracts related to these services; supervise the preparation of tender documents and monitor the procurement process; 
Plan, develop strategy and manage the negotiations of all financial agreements with suppliers and conduct pre-bid meetings, prepare support 
documents and present the recommendations to the Purchasing Committee: Plan and supervise the reception and management of the Bank’s stock of 
goods and warehouse facilities; Manage the records of all procurements records and a database of potential suppliers of goods and services; Manage 
the procurements for Annual Meeting supplies and printing requirements. Qualifications: At least a post graduate/Master’s degree in Business 
Administration, Public or Private Administration, Contractual Law, Procurement or related areas; at least 8 years of experience in the management of 
procurement of goods, works and services, etc. 











MANAGER, OPERATIONS AND MAINTENANCE DIVISION - ADMINISTRATION DEPARTMENT (VN. ADB/99/169) 








Under the general supervision of the Director, Administration Department, the incumbent will: Plan, organize, control and direct the activities of the 
Operations and Maintenance Division to provide strategic orientation in the area of Bank's properties operations, installation maintenance and 
management; Organize, co-ordinate and manage all activities related to the development, implementation and monitoring of the procedures and 
practices on management, operations, rehabilitation and maintenance of the Bank’s properties and assets operations in Côte d'Ivoire and regional 
offices, making recommendations for amendments as appropriate, preparing procedures for the Bank Group and ensuring that Bank rules are applied; 
Plan and supervise the development and implementation of programs to support the Bank’s occupation and operation of the headquarters building and 
regional offices; Organise, co-ordinate and supervise all tasks related to the property and facilities management (land, buildings, technical 
installations, equipment, office furniture, etc.); Prepare, negotiate and recommend engineering supply, maintenance and service contracts. 
Qualifications: At least a post graduate/Master’s degree in Business or Public Administration, Engineering, Facilities Management or related areas; at 
least 8 years of relevant experience, at least 4 of which in a management position. 














DIVISION MANAGER, COUNTRY DEPARTMENT - CENTRAL REGION (Ref. VN. ADB/99/74) 





Under the supervision of the Director of Country Department, Centre Region, the incumbent will: Supervise all the activities of experts in the 
Division relating to the identification, preparation, appraisal and supervision of projects in social sectors; Lead various missions of dialogue on social 
sector policies and strategies to countries of the Centre Region; Lead missions to monitor social projects in countries of the Centre Region: Endure 
and co-ordinate the contribution of the Division to the preparation of portfolio review documents and country strategy papers in sections relating to 
the social sectors; Ensure implementation of the recommendations made by the various departmental coordination meetings and advise the 
Department on the various technical and strategic issues in social sectors; Participate in the preparation of the budget for the Department in aspects 
concerning the Division; Participate and, if need be, represent the Bank in donors’ meeting which discuss social sector issues. Qualifications: At least 
a Master’s degree in economics, social sciences or other related areas; at least 8 years relevant experience, preferably in the social sectors, including at 
least 4 years experience in a position of responsibility. 














General Requirements: At least, a postgraduate degree; Ability to communicate and write effectively in English and/or French, with a good 
working knowledge of the other language; Familiarity with modern software applications. The Bank offers an internationally competitive salary and 
attractive benefits pačkage. Applications with complete curriculum vitae in French or English must be sent by 30 December 1999 to the address 
indicated below. Women are encouraged to apply. Due to the large number of applications expected, only shortlisted candidates will be acknowledged. 


Division Manager, Recruitment and Staff Development Division 
African Development Bank 
01 B.P. 1387 ABIDJAN 01 - COTE D'IVOIRE 
FAX: (225) 20 49 43 ADB Homepage http://www.afdb.org Email: recruit@afdb.org 
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United Nations Environment Programme 
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Principal Officer, Secretariat of the Convention on 
Biological Diversity (D-1) 


VACANCY ANNOUNCEMENT NO. NA-99-98 
Duration: Two years (Renewable) 


DEADLINE FOR APPLICATIONS: 7 JANUARY 2000 





The United Nations Environment Programme (UNEP) is seeking to 
recruit a professional staff for the Secretariat of the Convention on 
Biological Diversity in Montreal, Canada. The Secretariat of the 
Convention on Biological Diversity is responsible for advancing the 
Convention and supporting the implementation of its provisions in 
close co-operation with governments, UN entities and other 
organizations. 


The successful applicant will head the division of Implementation 
and Communication within the Secretariat reporting directly to the 
Executive Secretary. The incumbent will manage several units 
within the division namely, Financial Resources, Clearing House 
Mechanism, National Reports, Library and Documentation Services, 
Education and Public Awareness. Under the provisions of the 
Convention, Implementation is the responsibility of Parties and will 
take place at the National Level. However, the Secretariat is called 
upon to provide policy guidance to assist with capacity-building, to 
follow the Financial Mechanism established by the Convention, to 
identity additional sources of funding and to liaise with a wide 
range of Intergovernmental agencies, as well as foundations, NGOs 
and the private sector. The Convention and decisions of the 
Conference of the Parties also call for the Secretariat to perform a 
wide range of activities in the area of communication and 
information. 


Qualifications and experience 





Advanced university degree in international relations, law, 
economics, environmental or natural sciences, or social sciences. 
Knowledge of the Convention process, especially the functioning of 
its organs, and practical experience in the implementation of the 
objectives of the Convention. Twenty years experience in relevant 
fields, of which a minimum of 5 years should be in an international 
context and on the managerial level. Fluency in spoken and written 
English. Working knowledge of French or any other UN language 
an asset. 


An internationally competitive salary and benefits at standard 
UN rates will be offered. 


Applications of equally qualified women are encouraged. 
Applicants are requested to send a detailed CV including date of 
birth, nationality, educational qualifications, summary of 
professional skills and/or expertise, relevant work experience, 
publications written and languages spoken, or to complete a United 
Nations Personal History form (P.11), available at UN Offices. 
Applications may be sent or faxed before 7 January 2000 to the 
Chief, Recruitment Section, Human Resource Management Service, 
United Nations Office at Nairobi (UNON), PO Box 67578 Nairobi, 
Kenya. Fax: 254 2 624212/624134/622615/622624. 


For further information on this vacancy visit the UNEP home page: 
http://www.unep.org/unep/hrms/profvac. htm 





The Secretariat’s website address is: http://Awww.biodiv.org 


IN ALL CORRESPONDENCE OR INQUIRIES PLEASE 
QUOTE VACANCY ANNOUNCEMENT NUMBER NA-99-98 


10. 


- Stanford University 
President 


tanford University Board of Trustees 

invites applications and nominations 

for the position of President. Founded in 

1891, Stanford is a private university with 

a sustained record of excellence in many fields. The 

University is committed to innovative teaching and 

research and to maintaining a diverse, inclusive aca- 
demic community. 


The new President will be selected by the University’s 
Board of Trustees on the basis of recommendations 
from a committee composed of representatives of the 
trustees, faculty, student body, alumni and staff. We 
expect the appointment to begin in the academic 
year 2000-01. 


Please send a letter of application and/or nomination 
by January 14, 2000, to: Donna Lawrence, Executive 
Vice Chair, Stanford Presidential Search Committee, PO. 
Box 60190, Palo Alto, CA 94309-0190. Stanford is an 
Equal Opportunity Employer through Affirmative Action. 


INTERNATIONAL TROPICAL TIMBER ORGANIZATION 
VACANCY FOR THE POSITION OF FINANCE ADMINISTRATIVE OFFICER 
DEADLINE FOR APPLICATION: 15 January 2000 





The International Tropical Timber Organization (TTO) a commodity organization headquartered 
in Yokohama, Japan is in the process of appointing a new Finance Administrative Officer. The 
ITTO mission is to facilitate discussion, consultation and international cooperation an issues 
relating to the international trade and utilization of tropical timber and the sustainable management 
of its resource base. 


Position’ Tite: 

Duty Station: 

Date for Entry on duty: 
Duration of Assignment: 


Finance Administrative Officer Level (Grade PA/PS 
Yokohama, Japan 

February 2000 

Fixed term: One year (with possibility of extension) 


DUTIES AND RESPONSIBILITIES: The Finance Administrative Officer will assist the 
Organization in the administrative and financial contro} of projects. pre-projects and activities 
financed with resources of the Special Account of ITTO and of the Bali Partnership Fund (BPF). 
The person appointed will be responsible for overseeing and operationalizing financial transactions 
with resources of the Special Account and BPF and for ensuring that proper audited financial 
statements meeting the required standards are prepared and submitted to ITTO by implementing 
agencies responsible for execution of 1TTO-funded projects, pre-projects and activities. He/she will 
also be responsible for assisting with preparation of documentation for the bi-annual sessions of the 
ITTO Committee on Finance and Administration, whieh shall include, inter alia, detailed 
statements on contributions and use of funds of the Special Account and Bali Partnership Pund. 
QUALIFICATIONS AND EXPERIENCE - ES TIAL: Be a national of an ITTO Member 
Country (* see below); suitable university degree, preferably with post-graduate qualification; 
more than ten years of relevant professional experience in the field of finance and administration, 
of which at least four at international level; and fluency in spoken and written English. Knowledge 
of French and/or Spanish advantageous. 

QUALIFICATIONS AND EXPERIENCE - DESIRABLE: Meaningful exposure to 
international cooperation and familiarity with functioning of international organizations; and 
interest in global environment, international forestry, conservation and development issues. 
SALARY: IFTO offers salaries and allowances based generally on the United Nations system. 
Appointments are subject to the Staff Regulations and Rules of the Organization. 

APPLICATION: Using the United Nations Personal History form, to The Executive Director, 
International Tropical Timber Organization (ITTO), International Organizations Center, Sth Floor, 
Pavifico-Yokohama, 1-1-1, Minato-Mirai, Nishi-ku, Yokohama, 220-0012 JAPAN 

Phone: (841-45) 223-1110 / Fax: (81-45) 223-1111 / E-mail: ittowemail itto-wnetocnne jp 


List of IFTO Member Countries: Australia, Austria, Belgiua/Luxembourg. Bolivia, Brazil, Cambodia, 
Cameroon, Canada, Central African Republic, China, Colombia, Céte d’lvore, Democratic Republic of Congo, 
Denmark, Ecuador, Egypt. Fiji, Finland, France, Gabon, Germany, Ghana, Greece. Guyana, Honduras, India, 
indonesia, Italy, Japan, Liberia, Malaysia, Nepal, Netherlands, New Zosland, Norway, Panama, Papua New 
Guinea, Peru, Philippines, Portugal, Republic of Congo, Republic of Kores, Spain, Suriname, Sweden, 
Switzerland, Thailand, Togo, Trinidad and Tobago, United Kingdom, United States of America and Venezuela, 
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So many great business books. 
So little time 


WELCH 


GE WAY 


ROBERT SLATER 





1,200 important books like this one come out every year. 
OF course you know that, as an executive in today’s 
business environment, you must keep current with the 
expanding base of knowledge. 


Can you possibly keep up with all that reading? 
Yes, you can. 


If you subscribe to Soundview 
Executive Book Summaries. 


Fax: TY eel i 
610-558-9491 14 Yes! 

I Please send me Executive Book 
Call: I Summaries for 14 months for US$139 


1 (US$95 in Mexico) That’s two months 
ȘI FREE, plus please send me my FREE 
‘[ copy of Skills For Success—a compila- 
[tion from our best summaries of great 
Į ideas for executive success. 


610-558-9495 


Order via the Internet: 
http://www.summary.com 


l Soundview Executive Book Summaries 
110 LaCrue Avenue, Dept. SEC129 
$ Concordville, PA 19331 USA 


F *U.S. funds must be drawn on a U.S. bank, 
§ Call or fax for other accepted currencies 


Order via E-Mail: 
sales@summary.com 








ya 


Jon. 


Read less and learn more. 
Subscribe to Soundview 
Executive BookSummaries® 
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Br Robert Share 


Our experienced edito s make it easy for you—after 
reviewing all the newly published books they select 
the year’s 30 best. Each of these titles is condensed 
into an 8-page powerpack summary—with the 
essential information that will keep you abreast of 
today’s leaders. You'll quickly gain a working 
knowledge, helping you to prepare for presentations, 
make decisions, assume leadership responsibilities, 
and respond to high pressure situations. 


Gain the confidence that only such a broad scope of 
knowledge can provide—subscribe today! 
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a be great jf someone thought of the solution 


Someone already has 

Someone with a proven record of 
solving some of the most difficult and 
complicated production and engineering 
problems imaginable 

That someone ts Invensys 

The factis. it's problem anticipation 
that’s now become the name of the game 

Except that we don't play games 


ILN TELLIGENT AU 


T 


before-you 





At Invensys we combine analytical skills, experience 
and intelligence with vision. Producing solutions to give one 
result. Increased performance. That is no idle boast 

Our reputation for relieving major manufacturing 
headaches is regarded as second to none. 

Our experience in the highly sophisticated world of 
automation and controls is acknowledged as unique 

Our divisions analyse the problem. then work single 


mindedly to give the most efficient. cost effective solution 


OMATION DRIVE oie a 


INVENSYS PLC CARLISLE PLACE. LONDON SWIP 


TUE M S S 


TEX U K 


You'll find no problem is too big. 
or too small, for Invensys 

Whatever you require, our people 
will make it happen. Improving efficiency. 
raising standards and adding value at 





every conceivable level. 
Especially on to your bottom fine. 
Your next step? 


\invensys. 


Visit us right now at www invensys.com Technology for an intelligent we 


POWER SYS OE EM S 


c ON TRO | 


TEL +44 iQ: FFT 3848 
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DECEMBER 11TH 1999 


The real losers 


S THE dust has settled and the tear gas has 
dispersed, a new parlour game has taken 
hold. People are vying to decide who won, 
and who lost, from the failure of the World 
Trade Organisation’s meeting in Seattle last 
weekend. Did the protestors, whether greens, 
trade unions or “anarchists” win? Did Bill 
Clinton, or Mike Moore (the head of the wro), 
or big business lose? As the game is played 
(see pages 17-18), one group, representing more 
than 5 billion of the world’s 6 billion people, 
sits bemused and befuddled, more or less ig- 
nored—just as in Seattle. These 5 billion live in 
the developing countries, and include the 
poorest of the world’s poor. They are the real 
losers from this whole sorry episode. 

Those who wish to claim to have been the winners now 
also claim that last weekend marked the high point of glo- 
balisation in general and freer trade in particular. On this 
view, globalisation will now at least be halted, but preferably 
even be forced into reverse. The battle to prevent this from 
happening needs now to begin. But as that fight takes place, it 
is as well to be clear about who would stand to lose most if 
globalisation really were to be pushed sharply backwards—or, 
indeed, simply if further liberalisation fails to take place. It is 
the developing countries. In other words, the poor. 


A tragedy of (mostly) good intentions 


Few of the protestors think this way. Many seem to believe 
that they are on the poor’s side—against big, multinational 
conglomerates, against exploiters, against polluters. Even the 
trade unions, mainly American, who lobbied successfully to 
persuade President Clinton to press for labour standards to 
become more closely tied to trade, might well argue that their 
dearest wish is to help the Indian child whose picture is on 
our cover. They want to export America’s rules that protect 
workers against exploitation in various forms, including rules 
forbidding child labour. Nobly, just as they wish to spread de- 
mocracy and human rights around the globe, so they wish to 
share their labour values with others. 

Swallow, if you can, any scepticism about whether John 
Sweeney, head of the arL-cio union federation, really does 
have this aim in mind. Ask yourself, first of all, what the de- 
veloping countries, gathered in Seattle, thought of this. They 
hated the idea. Partly, no doubt, because they don’t like things 
being foisted upon them. But also because they don’t think 
this is in their interests. In some cases, it might be right to dis- 
miss that view: the interests of a government, and the elites 
that man it or control it, may well not be the same as the inter- 
ests of a country’s citizens. But it is not right to dismiss it in all, 
or even most cases. 

Think above all of India, home of our cover child. The 


THE ECONOMIST DECEMBER ITH 1999 





world’s biggest democracy, for four decades it 
pursued policies of socialist anti-globalisa- 
tion, shutting out trade and foreign invest- 
ment as best it could. To put it mildly, this did 
its hundreds of millions of poor no good at 
all. Finally, in the past decade it has begun to 
embrace globalisation, gradually opening it- 
self up to the world. Finally, its economic 
growth rate, and with it the welfare and pros- 
pects of the poor, has begun to pick up. The 
process has barely begun, but hopes are high. 
So India’s ministers troop off to Seattle to dis- 
cuss further trade liberalisation. What are 
they told? By some, that they are making a big 
mistake to want to liberalise at all. By others, 
that they should do so only while imposing labour rules that 
make their factories less viable. Oh and by the way, the Un- 
ited States will not budge on its protection for textiles and on 
its use of anti-dumping laws, and the European Union wants 
to carry on keeping out foreign farm products. 

The Indians could be forgiven for being disillusioned. They 
thought, after all, that they were trying to emulate the West. 
And what is surprising is that this has followed two years in 
which the world—for which read, the developing world—had 
passed a stiff test of its faith in open markets. The financial 
crash in East Asia in 1997 and the ensuing troubles in Eastern 
Europe and Latin America might well have begun a backlash 
against globalisation. Remarkably, it didn’t. The real question, 
it seems, is whether that backlash is going to begin in the rich, 
developed countries of North America and Western Europe. 

If it does so, it will be a tragedy. Neither trade, nor glo- 
balisation in general, would be sufficient to give that Indian 
child a better life. Above all she needs education, and health, 
and much else. But without trade, and the faster growth it can 
bring, she is unlikely to get any of it. Tying trade to rules that 
forbid her from working will not help her either: that way lies 
greater poverty, not a better education. 

Free trade, like freedom in general, is not a panacea. It is 
not likely to bring better welfare on its own. But also, it is not 
likely simply to enrich multinationals and destroy the planet. 
Trade is about greater competition, which weakens the power 
of vested interests. It is about greater opportunity for millions 
rather than privileges for the few. It is about more countries 
joining the handful—Japan, South Korea, Singapore and a few 
more—that this century have closed the gap on the West and 
transformed the lives of their people. Ten years ago, when the 
fall of the Berlin wall signalled the failure of communism and 
other forms of autarkic central planning, it looked as if a new 
chance had arrived for the 5 billion poor to join the world 
economy and improve their lives. That chance remains. It 
must not be thrown away, amid the debris of Seattle. 

= e —— —— = 
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LEADERS 


Mr Heavy and Mr Light 


What a shame that John McCain and George W. Bush are two men, not one 


HE televised “debates” now showing in America between 

the six Republican candidates for president are not keep- 
ing anyone up at night. Their format is unlively, with little cut- 
and-thrust allowed among the men on the platform. None- 
theless, something intriguing is emerging: the realisation that, 
in George W. Bush and John McCain, the two most-favoured 
candidates for New Hampshire, the Republicans are fielding 
two opposite ideas of what an American president should be 
like. The strengths of the one are exactly the weaknesses of the 
other, and vice versa. 

It starts with style, not to be underestimated in any Ameri- 
can election. Mr Bush is all winks, jokes, flapping hands and 
puckish grins. He exudes so much confidence, so much fun in 
the race, that he seems light-headed. And this is alarming to 
many who watch him. Perhaps he really is a foolish fellow, 
afloat on too much money, and with not even Bill Clinton’s 
quota of the seriousness needed for the Oval Office. 

Mr McCain is not unfunny himself—he cracked the best 
joke of the first debate, about his obsessive admiration for 
Alan Greenspan at the Federal Reserve—yet his campaign 
persona could hardly be more different. He has the straight- 
backed stance of a soldier, a soldier’s directness of gaze: he 
does not hesitate to use words like “heroism”, “honour” and 
“sacrifice”. Without necessarily reliving his prisoner-of-war 
years in Vietnam, his speeches are suffused with that experi- 
ence. He has so much gravitas of such an old-fashioned vari- 
ety that his audiences—attuned, even in New Hampshire, to 
the fluff and tinsel of modern campaigns—can find his perso- 
na as disconcerting, in its way, as the capers of Mr Bush. 

Naturally enough, these different world-views translate 
into very different approaches to foreign policy. Mr Bush, 
famous now for his failure to get places and names straight, 
still gives the impression that foreign policy is alternately a 
game and a chore. His advisers have helped him map out a 
path in which the preservation of American sovereignty is 


Taming media monsters 


Special rules for media companies designed to protect the public interest are 


not only redundant, but also counter-productive 


HE crowds are beginning to flood into the cinemas for the 

Christmas movie-going season. What will you be crunch- 
ing your popcorn in front of? If you’re German, top of the box 
office is America’s low-budget horror, “The Blair Witch Pro- 
ject”. If you're French, it’s Disney’s animated “Tarzan”. If 
you're British, it’s Hollywood's latest James Bond frivolity, 
“The World Is Not Enough”. Locally made movies sneak in 
around the lower half of the top ten charts. 

That looks like depressing evidence of what happens to 
local culture when the media industry is globalising—a trend 
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uppermost (a popular theme), and in which interventions 
abroad are kept to a minimum. How different from Mr 
McCain, who sees America as the pre-eminent force for good 
in the world, and who thinks America should be prepared 
not only to intervene when necessary, but to take casualties. 


Insider v outsider 


Does all this suggest that Mr McCain is The Economist's Re- 
publican? Not necessarily, for in terms of domestic politics 
the strengths tilt to Mr Bush. The front-runner has laid out de- 
tailed manifestoes for governing that suggest a busy incre- 
mentalist: tending to fiscal incaution, perhaps, but sceptical of 
government, sharp-eyed on social problems and unafraid to 
experiment with such things as charter schools and church- 
based welfare systems. Thus far, Mr McCain has linked most 
of his thinking about domestic policy to the probably unat- 
tainable Holy Grail of campaign-finance reform; and, unlike 
Mr Bush, he has not prepared himself for the presidency by 
running the country’s second-biggest state. 

He has also not prepared himself by learning how to work 
with others. Where Mr Bush is famous for bringing Texas 
Democrats round to his way of thinking, Mr McCain is equal- 
ly famous for having alienated, both with temper and aloof- 
ness, his own colleagues in the Senate. His penchant for plain 
speaking and maverick thinking (refreshing, on its face, in a 
president) may be hazardous to his political agenda. So too 
may be his stance as an “outsider”. Mr Bush used to stress his 
own outsider status, cowboy boots and all. But he has now 
put that quietly aside in favour of being effective, and it does 
not seem to have damaged him. 

Could the answer be a Bush-McCain ticket, Light and 
Heavy together? Probably not, for Mr McCain hardly has the 
self-effacing emollience required of a vice-president. Ameri- 
cans—and not a few foreigners—can only regret that the best 
parts of these two are not combined in a single candidate. 





that continues apace. This week brought news of another 
deal in Europe, as the continent's media companies struggle 
to match America’s giants (see pages 69-71). Rupert Murdoch's 
British BSkys satellite operator is to take 24% of the pay-rv 
company of Leo Kirch, Germany’s biggest media mogul. The 
two will share programming, thus, presumably, further dilut- 
ing the local character of television. 

Politicians and voters are sensitive to this sort of thing for 
good reason. The media are not just any old business. The in- 
dustry’s output is also the stuff of national culture. Democra- 
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cy cannot work without diverse and energetic media. 

Media companies therefore get special treatment from 
governments. On the one hand they get protection from for- 
eign imports—through, for instance, the European Commis- 
sion’s (loosely worded) 50% quota of local television program- 
ming, and through bans on the foreign ownership of media 
companies. On the other, they are often constrained by lower 
ceilings on market share than apply to other companies; by 
controls on content; and by rules banning newspaper propri- 
etors from owning television companies and vice-versa. 

But rules that were appropriate in one era are not neces- 
sarily right for the next, and some of the special regulations 
imposed on the media are not just out of date, but also coun- 
ter-productive. They need to change as the world does. 

Technological change is itself creating diversity. There are 
many more ways of selling and getting media products now 
than there were when the availability of broadcast spectrum 
limited the number of radio and television channels. Costs of 
production have fallen, too, and with them barriers to entry. 
People get their news from lots of different sources these days, 
so the risk of one proprietor dominating opinion is less than it 
once was—and so, therefore, is the need for special rules to 
safeguard the public interest. 


More cash, more culture 


Yet this does not mean that local cultures are history. Ameri- 
can blockbusters notwithstanding, local culture is on the up. 
You can see it in the movies: as multiplex cinemas have 
spread, so the choice of movies, and thus the number of local 
movies screened, have grown. You can see it in music, one of 


ussia’s brutal war 


Letting Russia get away with murder diminishes the West too 


ip IS as if Boris Yeltsin and his generals believed that their 
standing at home and Russia’s influence abroad could be 
rebuilt on the rubble of Chechnya. Instead, Russia’s self- 
isolation has never been more complete. Even during the chill 
of the cold war, the old Soviet Union always had its claque. 
But the ultimatum delivered this week (see page 45) to the res- 
idents of Grozny to surrender the Chechen capital or be “de- 
stroyed” is indefensible—worthy of a marauding medieval 
bully, or a latter-day war criminal such as Slobodan Milos- 
evic, but not the government of a modern European nation. 

If Russia's government does what it said it would do— 
subsequent threats have been slightly less bloody—the artil- 
lery and air attacks aimed at flattening Grozny, building by 
building, will pick up this weekend just as the European Un- 
ion’s leaders gather in Helsinki for a summit that, among oth- 
er things, will declare the eu open to a lengthening line of 
hopefuls from Eastern Europe, including several of Russia’s 
former friends. The contrast could not be more stark between 
the democratic and free-market aspirations of most of post- 
communist Europe and Russia’s singular brutality. 

For now, the war is popular among ordinary Russians. 
Five years ago, during earlier fighting in Chechnya, which 
ended in humiliation for Russia’s generals, Russian newspa- 


THE ECONOMIST DECEMBER I1TH 1999 











the least regulated of the media businesses. In the five years to 
1998, consumption of local albums has risen in all the large 
European countries. In Germany, for instance, it is up from 
under a third to nearly a half. France, the only country that 
protects its music industry, has seen the smallest rise of all. 


You can even see it on television. American media compa- > 


nies thought that rolling out their cable channels across the 
world would be money for old rope. But when CNN tried to 
sell its American news around the world, it found that no- 
body except lonely American businessmen stuck in hotel 
rooms wanted to watch it, because people prefer to watch 
news about themselves. The same happened to mtv. People 
didn’t want tuneless rubbish from America; they wanted 
their own tuneless rubbish instead. The same is happening in 
broadcast television. In the early years of commercial rv, im- 
ported programmes tend to dominate prime-time viewing. As 
the business develops, local programming seems to take over 
the valuable slots and imported stuff gets relegated. 

Why is this happening? Because, as barriers to entry fall, 
so more local television channels can compete with mtv and 
CNN, and more local record labels can produce local music. 
And, because people like their own culture, programming 
that reflects local culture tends to thrive. 

Because local output costs more to make than second- 
hand, imported stuff, the more money that goes into making 
programmes the better. Hence, the more capital flows into lo- 
cal media businesses, the higher the industry’s turnover, the 
more new firms are created, the greater the chance that it will 
make more locally. And how can governments encourage 
this? By binning the old redundant rules that constrain them. 

. one 





pers and television had criticised the war and the generals, 
who were as careless with the lives of their own troops as 
they were with those of Chechen civilians. This time Russia’s 
media mostly parrot government propaganda that deems ev- 
ery Chechen a “terrorist”. And the generals have used long- 
range artillery and air strikes to keep Russian casualties low— 
though that may change as the battle for Grozny intensifies. 

Russia also found last time that the West did little to make 
it answer for its actions. In 1994, Mr Yeltsin was seen still as a 
bulwark against wider chaos and given the benefit of every ~ 
doubt. No longer. Russia is days away from a parliamentary 
election, and only months away from a presidential contest, 
and Mr Yeltsin’s prime minister, Vladimir Putin, himself a - 
presidential hopeful, has made this Chechen war his own. At 
last month’s summit of the Organisation for Security and Co- 
operation in Europe (osce), Mr Yeltsin swatted aside polite 
criticism from President Bill Clinton and European leaders. 
Western governments now need to correct the impression 
that they will overlook behaviour from Russia that they 
would not have tolerated from the Soviet Union. 

Western military intervention is not a realistic option, de- 
spite echoes of Serbia’s campaign in Kosovo. First, Russia is a 
nuclear power with a large army, so attempts to deter it mili- 
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= not quite Kosovo. Though Russia could have averted some of 
-the difficulties it faces there by negotiating with the republic’s 
less fiery leaders, the Chechens have not been blameless. 
They have done little for the place, even by wretched Che- 
chen standards, and outsiders willing to help have often been 
“kidnapped and even murdered. Some Chechen fighters have 
undoubtedly caused trouble elsewhere. Earlier this year they 
invaded neighbouring Dagestan, also legally a part of Russia. 


Exacting a price 

Itis not so much Russia’s cause in Chechnya, therefore, as the 
way it is being pursued, that so offends. This can be made 
clear, while still raising the cost to Russia of its indiscriminate 
and disproportionate assault on Chechen civilians. 

Getting American and European leaders to deliver a com- 
mon message has proved easier as the refugee streams have 
swollen (over 200,000 civilians had been displaced before the 
threat to Grozny). As Russia’s tactics have toughened, so have 
western warnings. Mr Clinton this week told Russia it would 
“pay a heavy price” for its actions. It has already harmed rela- 
tions with its own Islamic peoples and some of its neigh- 


tarily could provoke a much wider war. Second, Chechnya is — 











-bours, who fear that the military boot crushing Chechnya 
could soon be aimed at them. But this is a price Russia seems 
ready to pay. So how can outsiders increase Russia’s pain? 

Hitting it in the pocket would hurt most. Fighting is costly: 
the government has already set aside $1 billion for the war. 
Meanwhile, the mmr is refusing to hand over the second slice 
of a $4.5 billion loan to pay off old debts. Whatever the rules, 
IMF lending to Russia has always been politically motivated, 
since the country has been lent money even though it never 
carried out its promised economic reforms. It should not get 
another cent until it halts the shelling and opens serious talks 
with the Chechens. Russia’s finances have eased lately be- 
cause higher world oil prices make its oil exports worth more. 
If Arab governments wanted to help fellow Muslims in 
Chechnya, an opening of the oil taps could drive down prices 
and thus help empty Russia’s war chest too. 

Meanwhile, Russia has more than earned immediate sus- 
pension from the osce, whose codes of conduct it has repeat- 
edly mocked, and from the Council of Europe, whose legal 
conventions on human rights it has comprehensively flouted. 
Would it care? Maybe not. But letting it continue its assault in 
Chechnya unpunished diminishes the rest of Europe too. 





AA (acronyms anonymous) 


It is time to start stockpiling abbreviations before they run out 


VER the centuries economists have given warning of 

shortages of food, fuel and almost every raw material. 
They were almost always wrong. Undeterred, The Economist 
would like to draw attention to a new shortage: of acronyms 
and abbreviations. So great is the demand in a world where 
new organisations spring up almost daily, and firms are in- 
creasingly known only by strings of initials, that there are 
simply not enough to go round. 

Take the wro—the World Trade Organisation, not the 
World Tourism Organisation, which was set up well before 
the free-traders pinched its initials. Readers of The Economist 
know that the meeting in Seattle was supposedly about open- 
ing markets to international trade. But perhaps, as a commen- 
tator in Barrons suggests, the Internet had been rife with ru- 
mour that the meeting was a gathering of representatives of 
the World Temperance Organisation. The chanting and the 
street demos were really a laudable—and wholly proportion- 
ate—protest by trade unionists, greens, turtle-lovers and anar- 
chists against what they feared would be a global ban on al- 
cohol. History will remember the “Bottle of Seattle”. 

Or look at the International Monetary Fund, which, for all 
its preaching to the third world, believes in monopolies when 
it suits its purposes. The Fund is suing a Californian mortgage 
firm, ime Loans (an abbreviation of Iron Mountain Financial, 
based on a direct translation of the owner’s German maiden 
name), to force it to change its name, which it claims is mis- 
leading—though Russia has not yet come knocking on the 
mortgage lender’s door. How long before the Washington- 
based mmr takes on Britain’s International Managers’ Forum, 
the Indian Mountaineering Foundation, or the Integrated Mi- 
croscopy Facility (at Southwest Texas State University)? 
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Confusion abounds. Americans visiting Britain this sum- 
mer were puzzled by demonstrators brandishing placards de- 
manding that the government “ban Gm”. Are cars built by 
General Motors really so unreliable? No, the villain was ge- 
netically modified foods. A headline “ecs raises rates” could 
cause. turmoil in financial markets. Yet rather than tighter 
monetary policy at the European Central Bank it might refer 
to the England Cricket Board increasing membership fees. 
“Turmoil at the tse” might signify a market crash on the Lon- 
don Stock Exchange or a staff walkout at the London School 
of Economics. And if a fellow traveller remarks that he is with 
the cra, don’t be alarmed. As a member of the Canadian In- 
stitute of Actuaries, that bulge is more likely to be a calculator 
than a gun. 

The nasty truth is that there are only 17,576 different per- 
mutations of three letters. That is not enough, when a multi- 
national organisation such as the Ecs requires no fewer than 
five sets of abbreviations in the languages of the ru. Add one 
more letter and the permutations number almost 457,000. Yet 
even this does not solve the dilemma. Is the cpor the Chicago 
Board of Trade or the Central Bank of Turkey? 

This is a clear market failure. In the market for cabbages or 
computers, prices would rise, encouraging greater supply or 
choking off demand. But the supply of abbreviations is 
fixed—and the price is stuck at zero. Demand cannot be satis- 
fied. Yet multiple use of an abbreviation only creates confu- 
sion. The solution is simple. A new organisation is needed to 
tax and control the proliferation of initials. It might be called 
AAAAAA (the Association for the Alleviation of Absurd Acro- 
nyms and Asinine Abbreviations). 
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A global disaster 


SEATTLE 


The debacle in Seattle was a setback for freer trade and a boost for critics of 
globalisation. Our first article looks at prospects for the World Trade 
Organisation; our second at the swelling ranks of its opponents 


ERHAPS it should be called the failed 

Clinton round. After all, the president 
wanted the round of trade-liberalisation 
talks that was meant to be launched in Seat- 
tle to bear his name. But efforts to kick off a 
new round broke down in acrimony on De- 
cember 3rd. Most of the blame for that lies 
with Mr Clinton and his administration. 

The fiasco tears yet another shred from 
Mr Clinton’s tattered legacy. But, more im- 
portant, it has dealt a huge blow to the World 
Trade Organisation and to pros- 
pects for freer trade. The wro's 
credibility is lower than it has ever 
been. America shows little com- 
mitment to it; even Mr Clinton 

_ says he sympathises with its crit- 
des. The European Union is scarce- 
ly better: witness its lackadaisical 
efforts to comply with wro rul- 
ings in the still-festering disputes 
with America over bananas and 
beef hormones. The Seattle sum- 
mit has also raised doubts about 
whether the wro’s unwieldy 
structure and arcane procedures 
can cope with 135 member-coun- 
tries all demanding their say. 
Moreover, it has worsened the 
deep divisions not only between 
America and Europe, but also be- 
tween rich and poor countries 
about future liberalisation. 

Worse still, the wro’s many 
critics, notably the trade unionists 
and environmentalists who brought Seattle 
toastandstill, are crowing that they derailed 
the round (see next article). They are already 
mobilising to block China’s entry to the wro 
and to stymie its work of enforcing free-trade 
rules. They are also redoubling efforts to hi- 
jack the wro for their own ends. 

Agreeing an agenda for anew round was 
always going to be difficult. The wro was 
leaderless from May until September, when 
Mike Moore took over; his deputies were ap- 
pointed only a few weeks before the Seattle 
meeting. Preparations for Seattle started late 
and little common ground was found. The 
gaps, for instance, between America and the 
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EU over agriculture and between rich coun- 
tries and poor ones over labour standards 
remained huge. 

Even so, they were not unbridgeable. 
When the talks broke down a deal was with- 
in sight. One sticking point was agriculture: 
although the eu moved a long way, it still re- 
fused to endorse the aim of ultimately elimi- 
nating farm-export subsidies. Another was 
the refusal of developing countries to be 
steamrollered. But it was largely the Ameri- 





cans’ fault that no deal was done. 

Culprit one: Charlene Barshefsky, Amer- 
ica’s top trade negotiator, who insisted on 
chairing the talks as well as leading Ameri- 
ca’s negotiating team. Her abrasive style 
proved ill-suited to achieving consensus. 
Many developing countries bridled at her 
clumsy attempts to impose an American- 
drafted deal that ignored their concerns. 

Culprit two: President Clinton himself. 
First he infuriated almost all the government 
delegates by expressing his sympathy with 
the views of many of the anti-wro demon- 
strators besieging Seattle. Then he told a Seat- 
tle newspaper that America’s stated negoti- 


ating objective—to set up a wro working 
party on trade and labour rights—was in fact 
a step towards a more contentious ultimate 
aim: to have the wto enforce core labour 
standards with trade sanctions. His state- 
ment was later retracted. But the gaffe steeled 
developing countries’ resolve to resist the in- 
clusion on the agenda of labour issues, 
which they see as a pretext for rich-country 
protectionism. According to Sir Leon Brittan, 
until recently the £u’s trade commissioner, 
Mr Clinton's intervention dealt a “body 
blow” to the negotiations. 

Culprit three: Vice-President Al Gore. 
The administration’s overriding aim in Seat- 
tle was to boost, or at least to avoid harming, 
Mr Gore’s presidential campaign rather than 
to advance America’s wider interest in 
launching a new round. This “no-bedy- 
bags” trade policy explains America’s refusal 
togive any ground todeveloping countries in 
areas such as textiles and anti-dumping, as 
well as its hard line on labour issues. In the 
end, America chose to walk away 
from a potential deal rather than to 
make any compromises that might 
be politically risky. 


Dead or alive 


Officially, efforts to launch a new 
round are suspended rather than 
dead. Ms Barshefsky handed to Mr 
Moore a mandate to consult wro 
governments with a view to restart- 
ing talks in Geneva next year. Until 
then, she said, countries’ position 
papers were “frozen”. However, 
Pascal Lamy, the Eu’s trade com- 
missioner, soon contradicted her 
by declaring all the papers “dead”. 
And with America’s presidential 
election looming, a new round is 
unlikely to be launched next year. 
For the same reason, sectoral nego- 
tiations on agriculture and services, 
which wro members will start in 
Geneva in January, are unlikely to 
make any progress. Their prospects are 
clouded by the lack of agreed objectives or 
deadlines; nor is there much scope for the 
cross-sector trade-offs on which successful 
negotiations depend. 

The stalling of multilateral trade liberal- 
isation will doubtless give a new impetus to 
regional and bilateral efforts. The eu is likely 
to push harder for regional trade deals that 
grant it preferential access to foreign mar- 
kets. Only recently, it signed such agree- 
ments with South Africa and Mexico. Ameri- 
ca too may pursue a mooted free-trade area 
of the Americas with greater vigour. Even Ja- 
pan, which has until now resisted regional 
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options, announced in the aftermath of the 
debacle in Seattle that it is to pursue a free- 
trade deal with Singapore. 

Failure in Seattle also leaves the wro’s 
authority in ruins. Tobe sure, the multilateral 
trading system has survived such setbacks 
before. Efforts to launch a round failed in 
1982, and the Uruguay round, launched in 
1986, broke down repeatedly. But after the 
bruising—and. still unresolved—battles be- 
tween America and the eu over bananas and 
beef hormones, the damaging deadlock over 
appointing a new director-general and now 
the seize-up in Seattle, there is only so much 
more that the wro can take. 

One big worry is that America is increas- 
ingly tempted by unilateralism. Many in 
Congress, for instance, are itching to dole out 
more money to American farmers, threaten- 
ing a re-run of the sort of export-subsidy war 
waged with the eu in the 1980s. Next year 
Congress will no doubt balk at complying 
with the wro’s ruling against America’s tax 
breaks to exporters, which are worth some $2 
billion a year and of which Microsoft and 
Boeing are big beneficiaries. Such a refusal to 
accept the wTo’s writ, combined with the 
£u’s defiance over bananas and beef, could 
fatally damage the wro’s ability to enforce 
world trade rules. Indeed, a vote in Congress 
on withdrawal from the wto is expected in 
March. Although a Yes vote is highly unlike- 
ly, the debate will scarcely bolster the wto. 

To make matters worse, the wTo’s critics 
are now on the offensive. Their immediate 
aim is to block China’s accession to the wto, 
an issue on which Congress is expected to 
vote early next year. Even before Seattle this 
looked tricky, given the prevalence in Con- 
gress of protectionist and anti-Chinese 
views, and the pernicious influence of the 
presidential election campaign. But it is now 
looking still trickier. Trade unionists plan to 
use their leverage over Mr Gore to try to 
block the deal. A broad coalition against Chi- 
nese accession is likely to adopt tactics now 
familiar from the streets of Seattle. 

Craig Van Grasstek, an expert on Ameri- 
can trade politics, thinks Republicans in 
Congress may try to exploit the administra- 
tion’s discomfort and the Democrats’ divi- 
sions by tying a big trade bill to the China 
vote. This could encompass, for example, a 
free-trade deal with Africa, which is sup- 
ported by many Democrats who oppose 
Chinese accession. 

The wro’s opponents will also redouble 
their efforts to win over public opinion, lob- 
by governments and elbow their way into 
the wro’s work. Their claim to have single- 
handedly derailed the Seattle summit is 
wrong. But by failing to launch a new round, 
governments have nevertheless allowed the 
wro’s opponents to make it seem that way. 
Unless America and the £u in particular 
nowdo more to fend off the threat they pose, 
free trade could yet fall victim to them. 




















































Citizens’ groups 
The non-governmental order 


Will NGOs democratise, or merely disrupt, global governance? 


S POLITICIANS pore over the disarray in 
Seattle, they might look to citizens’ 
groups for advice. The non-governmental 
organisations (NGos) that descended on Se- 
attle were a model of everything the trade 
negotiators were not. They were well organ- 
ised. They built unusual coalitions (environ- 
mentalists and labour groups, for instance, 
bridged old gulfs to jeer the wro together). 
They had a clear agenda—to derail the talks. 
And they were masterly users of the media. 
The battle of Seattle is only the latest and 
most visible in a string of recent NGo victo- 
ries. The watershed was the Earth Summit in 
Riode Janeiro in1992, when the NGos roused 
enough public pressure to push through 
agreements on controlling greenhouse gases. 
In 1994, protesters dominated the World 
Bank’s anniversary meeting with a “Fifty 
Years is Enough” campaign, and forced a re- 
think of the Bank’s goals and methods. In 
1998, an ad hoc coalition of consumer-rights 
activists and environmentalists helped to 
sink the Multilateral Agreement on Invest- 
ment (MAI), a draft treaty to harmonise rules 
on foreign investment under the aegis of the 
oecp. In the past couple of years another 
global coalition of NGos, Jubilee 2000, has 
pushed successfully for a dramatic reduc- 
tion in the debts of the poorest countries. 
The NGo agenda is not confined toecon- 
omic issues. One of the biggest successes of 
the 1990s was the campaign to outlaw land- 
mines, where hundreds of NGos, in concert 
with the Canadian government, pushed 
through a ban in a year. Nor is it confined to 
government agendas. Nike has been target- 
ed for poor labour conditions in its overseas 
factories, Nestlé for the sale of powdered ba- 
by milk in poor countries, Monsanto for ge- 
netically modified food. In a case in.i995 that 
particularly shocked business, Royal Dutch/ 


Shell, although it was technically in the right, 
was prevented by Greenpeace, the most me- 
dia-savvy of all NGos, from disposing of its 
Brent Spar oil rig in the North Sea. 

In short, citizens’ groups are increasingly 
powerful at the corporate, national and in- 
ternational level. How they have become so, 
and what this means, are questions that ur- 
gently need to be addressed. Are citizens’ 
groups, as many of their supporters claim, 
the first steps towards an “international civil 
society” (whatever that might be)? Or do 
they represent a dangerous shift of power to 
unelected and unaccountable special-inter- 
est groups? 


Power in numbers 


Over the past decade, nGos and their mem- 
berships have grown hugely (see chart). Al- 
though organisations like these have existed 
for generations (in the early 1800s, the British 
and Foreign Anti-Slavery Society played a 
powerful part in abolishing slavery laws), 
the social and economic shifts of this decade 
have given them new life. The end of com- 
munism, the spread of democracy in poor 
countries, technological change and econ- 
omic integration—globalisation, in short— 

Swarming 

Non governmental interi 
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have created fertile soil for the rise of NGos. 
Globalisation itself has exacerbated a host of 
worries: over the environment, labour rights, 
human rights, consumer rights and so on. 
Democratisation and technological progress 
have revolutionised the way in which citi- 
zens can unite to express their disquiet. 

It is, by definition, hard to estimate the 
growth of groups that could theoretically in- 
clude everything from the tiniest neighbour- 
hood association to huge international relief 
agencies, such as CARE, with annual budgets 
worth hundreds of millions of dollars. One 
conservative yardstick of international 
NGOS (that is, groups with operations in 
more than one country) is the Yearbook of 
International Organisations. This puts the 
number of international Ncos.at more than 
26,000 today, up from 6,000 in 1990. 

Far more groups exist within. national 
borders. A recent article in World Watch, the 
bi-monthly magazine of the World Watch 
Institute (itself an NGO), suggested that the 
United States alone has about 2m NGOS, 70% 
of which are less than 30 years old. India has 
about 1m grass-roots groups, while another 
estimate suggests that more than 100,000 
sprang up in Eastern Europe between 1988 
and 1995. Membership growth has been im- 
pressive across many groups, but particular- 
ly the environmental ones. The Worldwide 
Fund for Nature, for instance, now has 
around 5m members, up from 570,000 in 
1985. The Sierra Club now boasts 572,000 
members, up from 181,000 in 1980. 

Citizens’ groups play roles that go far be- 
yond political activism. Many are important 
deliverers of services, especially in develop- 
ing countries..As.a group, NGOs now deliver 
more aid than the whole United Nations sys- 
tem. Some of the biggest nGos, such as CARE 
or Médecins Sans Frontiéres, are primarily 
aid providers. Others, such as Oxfam, are 
both aid providers and campaigners. Others 
still, such as Greenpeace, stick to campaign- 
ing. And it is here that technological change 
is having its biggest impact. 

When groups could communicate only 
by telephone, fax or mail, it was prohibitive- 
ly-expensive to share information or build 
links between different organisations. Now 
information can be dispersed quickly, and to 
great effect, online. The mar was already in 
trouble when a draft of the text, posted on 
the Internet by an NGo, allowed hundreds of 
~ hostile watchdog groups to mobilise against 
it. Similarly, the Seattle trade summit was dis- 
rupted by dozens of websites which alerted 
everyone (except, it seems, the Seattle police), 
tothe protests that were planned. 

Newcoalitions can be built online. Much 
of the pre-Seattle coalition building between 
environmental and citizens’ groups, for in- 
stance, was done by e-mail. About 1,500 
NGOS signed an anti-wro protest declara- 
tion set up online by Public Citizen, a con- 
sumer-rights group. That, acknowledges 
Mike Dolan, a leading organiser of the prot- 
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est, would have been impossible without e- 
mail. More important, the Internet allows 
new partnerships between groups in rich 
and poor countries. Armed with compro- 
mising evidence of local labour practices or 
environmental degradation from southern 
NGOS, for example, activists in developed 
countries can attack corporations much 
more effectively. 

This phenomenon—amorphous groups 
of NGos, linked online, descending on a tar- 
get—has been dubbed an “NGo swarm” ina 
RAND study by David Ronfeldt and John Ar- 
quilla. And such groups are awful for gov- 
ernments to deal with. An NGo swarm, say 
the RAND researchers, has no “central leader- 
ship or command structure; it is multi-head- 
ed, impossible to decapitate”. And it can 
stinga victim to death. 

Less dramatic, but just as important, is 
the rise of NGos that are dubbed by Sylvia 
Ostry, a trade expert from the University of 





Toronto, as “technical” groups. These spe- 
cialise in providing highly sophisticated 
analysis and information, and they can be 
crucial to the working of some treaties. In 
1997, for instance, the verification system for 
the Chemical Weapons Treaty was devised 
by the world’s chemical-manufacturing as- 
sociations. In the campaign to cut third- 
world debt, a handful of ngos, including 
Oxfam, have become as expert in the minu- 
tiae of debt-reduction procedures as the bu- 
reaucrats at the 1mr and World Bank. In- 
creasingly, they have been co-opted into 
making policy. At the wro, these technical 
NGOS (staffed overwhelmingly with law- 
yers) have concentrated on training and pro- 
viding information on the arcana of trade 
law to delegates from poor countries. 


Enemies or allies? 

If the power of ngos has increased in a glo- 
balised world, who has lost out?A popular 
view is that national governments have. In 
an article in Foreign Affairs in 1997, Jessica 
Mathews, the head of the Carnegie Endow- 
ment for International Peace, wrote that “the 
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steady concentration of power in the hands 
of states that began in 1648 with the Peace of 
Westphalia, is over, at least for a while.” Cer- 
tainly national governments no longer have 
a monopoly of information, or an un- 
equalled reach, compared to corporations 
and civil society. But the real losers in this 
power shift are international organisations. 

Inter-governmental institutions such as 
the World Bank, the mr, the UN agencies or 
the wro have an enormous weakness in an 
age of nGos: they lack political leverage. No 
parliamentarian is going to face direct pres- 
sure from the ımF or the wro; but every poli- 
cymaker faces pressure from citizens’ groups 
with special interests. Add to this the poor 
public image that these technocratic, face- 
less bureaucracies have developed, and it is 
hardly surprising that they are popular tar- 
gets for NGO “swarms”. The wto is only the 
latest to suffer. 

Less obvious is whether Nco attacks will 
democratise, or merely disable, these organi- 
sations. At first sight, Seattle suggests a pessi- 
mistic conclusion: inter-governmental out- 
fits will become paralysed in the face of 
concerted opposition. History, however, 
suggests a different outcome. Take the case of 
the World Bank. The Fifty Years is Enough 
campaign of 1994 was a prototype of Seattle 
(complete with activists invading the meet- 
ing halls). Now the NGos are surprisingly 
quiet about the World Bank. The reason is 
that the Bank has made a huge effort to co- 
opt them. 

James Wolfensohn, the Bank’s boss, has 
made “dialogue” with ngos a central com- 
ponent of the institution’s work. More than 
70 NGO specialists work in the Bank's field 
offices. More than half of World Bank pro- 
jects last year involved ngos. Mr Wolfen- 
sohn has built alliances with everyone, from 
religious groups to environmentialists. His ef- 
forts have diluted the strength of “mobilisa- 
tion networks” and increased the relative 
power of technical ncos (for it is mostly 
these that the Bank has co-opted). From envi- 
ronmental policy to debt relief, NGos are at 
the centre of World Bank policy. Often they 
determine it. The new World Bank is more 
transparent, but it is also more beholden toa 
new set of special interests. 

The wro will notevolve in the same way. 
Asa forum where governments set rules that 
bind rich as well as poor countries, it is inher- 
ently more controversial. Nor does it dis- 
burse money for projects, making it harder 
to co-opt NGOs. But it could still try to weak- 
en the broad coalition that attacked it in Seat- 
tle by reaching out to mainstream and tech- 
nical NGos. Some will celebrate this as the 
advent of the age when huge institutions will 
heed the voice of Everyman. Others will 
complain that self-appointed advocates 
have gained too much influence. Whatiscer- 
tain is that a new kind of actor is claiming, 
loudly, a seat at the table. 








The noose mantens 





The Russian air force dropped 
leaflets on Grozny, the be- 
sieged capital of the rebel re- 


| public of Chechnya, telling 


civilians to get out by Decem- 
ber uth or risk being killed in 
an onslaught. After western 
protests, Russia said the dead- 
line was being put off. But 
Russian forces took Urus-Mar- 
tan, a strategic town, and con- 
tinued to tighten its cordon 
around Grozny. 


A German prosecutor said 
that Helmut Kohl, the coun- 
try’s chancellor for 16 years 
until 1998, might face a crimi- 
nal investigation into allega- 
tions that he oversaw secret 
contributions to his Christian 
Democratic Party. 


Gerhard Schröder, Ger- 
many’s current chancellor, was 
endorsed by a resounding 86% 
of delegates at a conference of 
his ruling Social Democrats in 
Berlin. 


In the run-up to an EU sum- 
mit in Helsinki, Britain re- 
fused to agree to an EU-wide 
tax on savings, against the 
wishes of all 14 other govern- 
ments in the Union. The Finns 
proposed a compromise. Sepa- 
rately, France again refused 
to lift its import ban on British 
beef. Next stop, the European 
Court of Justice? 


Michèle Alliot-Marie, a lawyer 
from the south-west, became 
the first woman to lead one of 
France’s main political par- 
ties when she was elected 
head a the Gaullists’ fractured 
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Rally for the Republic, which 
was founded by President 
Jacques Chirac. 


Federal forces took over the 
main airport in Montenegro, 
suggesting that Yugoslavia’s 
president, Slobodan Milosevic, 
is growing more worried that 
Montenegro will secede from 
the Yugoslav federation, leav- 
ing Serbia on its own. 


Lost in space 


NASA’s Mars exploration pro- 
gramme was criticised after 
the Mars Polar Lander, seek- 
ing signs of water on the red 
planet, apparently burned up 
or crashed, ending a mission 
that had cost $165m. 


The Supreme Court an- 
nounced that it would decide 
whether the Miranda deci- 
sion, which gives people the 
right to remain silent on arrest, 
had been overruled by a law 
passed by Congress in 1968. 


The Democrats’ presidential 
campaign took a decided turn 
for the jugular as Al Gore 
and Bill Bradley attacked 
each other over Mr Bradley's 
health-care plan. 


Cuba organised demonstra- 
tions outside the United States’ 
diplomatic mission in Havana 
to demand the return of 
Elian Gonzalez, a six-year- 
old boy who survived the 
sinking of a boat on which he 
was being smuggled to Florida 
last month. Cuba said the af- 
fair threatened a 1994 agree- 
ment aimed at discouraging 
migration from the island. 
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POLITICS THIS WEEK 


Mexican officials and rsi 
agents found two more bodies 
in clandestine graves near 
Ciudad Juarez, taking the total 
to eight. They expect to find 
up to 100 more. It is said that 
the killers were drug traffickers 
and the local police. 


As campaigning closed for 
Chile’s presidential elec- 
tion opinion polls gave a nar- 
row lead to Ricardo Lagos, a 
moderate socialist, but point- 
ed to a likely run-off between 
Mr Lagos and his conservative 
opponent, Joaquin Lavin. 


Argentina and Brazil failed to 
reach agreement on a new 
pact governing trade in cars, to 
replace one which expires on 
December 3ist. But the leaders 
of the Mercosur countries 


- did agree on tentative mea- 


sures to align their economic 
policies more closely. 


Rebel without a war 


After talks in the Kenyan capi- 
tal of Nairobi, President Yow- 
eri Museveni of Uganda and 
President Omar el Bashir of 
Sudan signed an agreement to 
bring an end to rebel wars 
across their mutual border. 


A judge in Côte d'Ivoire issued 
an arrest warrant for Alas- 


' sane Ouattara, former prime 


minister, ex-deputy managing 
director of the mr, and 
would-be presidential candi- 
date. Mr Ouattara was abroad. 


A Moroccan newspaper pub- 
lished a letter, supposedly 
written by Abassi Madani, the 
leader of Algeria's Islamic 
Salvation Front, who had 
previously backed an amnesty 
in return for rebels’ laying 
down their arms, in which he 
denounced a government 
peace plan reached in June. 


Israel and Syria agreed to 

resume peace talks, in Wash- 

ington next week, after a 

break of three and a half 

years, At issue will b be not just 
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the Golan Heights, but also 
Syria’s role in Lebanon and | 
the wider Middle East. 


Shortly before the arrival in Is- 
rael of Madeleine Albright, 
America’s secretary of state, Is- 
rael’s prime minister, Ehud Ba- 
rak, called for a moratorium 
on—though not a complete 
halt tothe building of settle- 
ments. The previous day, the 
Palestinians had walked out of 
talks with the Israelis over the 
settlement question. 


The head of Iran’s atomic en- 
ergy organisation said that 
Iran would no longer work 
with China on nuclear pro- 
jects, a policy reversal long 
sought by the United States. 


China takes aim 


Lien Chan, the ruling Nation- 
alist party’s candidate in Tai- 
wan’s presidential election in 
March, said the island should 
develop missiles capable of 
surviving a mainland attack. | 
American officials have con- 
firmed that China is building 
missile bases on the coast op- 
posite Taiwan. 


For the first time, Malaysia’s 
opposition alliance chose a 
Muslim, Fadzil Noor, as its 
leader, after big wins by Is- 
lamic candidates in the re- 
cent general election. 





The Pakistani military govern- 
ment indicated that Nawaz | 
Sharif, the deposed prime 
minister, would face charges 
of kidnapping, hijacking, at- 
tempted murder and “waging | 
war against Pakistan”. 





THE ECONOMIST DECEMBER HTH 1999 


p 


Microsoft and Sweden’s 
Ericsson, the world’s third- 
largest mobile-phone maker, 
announced a joint venture to 
develop Internet access, e-mail 
and other applications for mo- 
bile phones. Ericsson says the 
venture will not harm the 
Symbian consortium, of which 
it is a member—it might even 
help it by fuelling the demand 
for mobile services. 


Both sides mustered forces in 
Vodafone AirTouch’s hos- 
tile bid for Mannesmann, 
now worth around €140 bil- 
lion ($143 billion). Three small 
shareholders have applied for 
a temporary injunction to stop 
Mannesmann’s managers from 
blocking a higher offer from 
Vodafone. 


France Telecom's €9.1 bil- 
lion ($9.3 billion) bid to win 
control of E-Plus, a German 
mobile-phone company, 
seemed likely to be thwarted 
by BellSouth, one of £-Plus’s 
founding shareholders. The 
American group, which has 
the right of first refusal to buy 
the shares France Telecom 
hopes to acquire, is discussing 
a joint takeover of £-Plus 
with ken Telecom of the 
Netherlands. 


Telewest, Britain's second- 
biggest cable-rv operator, con- 
firmed that it is in the early 
stages of merger talks with 
Flextech, a pay-tv content- 
provider. This latest potential 
consolidation of British pay-rv 
was facilitated by Liberty Me- 
dia, itself owned Dy ATAT, 
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which holds large minority 
stakes in both companies. 


Rupert Murdoch’s BSkyB, a 
British cable-rv company, 
gained a long-sought bridge- 
head in a big European mar- 
ket by acquiring 24% of Ger- 
many’s Kirch PayTV for 
DM2 billion ($1.5 billion). 
Spain’s Sogecable may well be 
BSkys’s next target. This would 
exert pressure on Vivendi, 
owners of France’s Canal Plus 
and 25% of pSkys, to reconsid- 
er this year’s failed merger be- 
tween the two. 


News Corp, another of Mr 
Murdoch’s firms, announced a 
$1 billion investment in 
Healtheon/WebMD, a re- 
cently merged American In- 
ternet health company. Pro- 
moting health care through its 
media outlets will provide a 
valuable service for sickly 
News Corp customers. 


AT&T announced ambitious 
growth targets for next year 
and an initial public offering 
of 20% of a wireless tracking 
share that could raise up to 
$10 billion. The balance of the 
shares will be distributed to 
AT&T'S shareholders. 


BP Amoco said it will pay 
up to $15 billion for Exxon 
Mobil’s share of their Euro- 
pean oil joint venture. The sale 
was ordered by Europe’s com- 
petition watchdog as the price 
of the recently finalised merg- 
er of Exxon and Mobil. 


Doug out; Doug in 


Douglas Ivester, chairman and 
chief executive of troubled 
Coca-Cola for the past two 
years, announced he will retire 
next April at the age of 52. He 
will be replaced by Douglas 
Daft, a 56-year-old Australian. 


Cendant, a services conglom- 
erate, agreed to pay $2.83 bil- 
lion to settle one of the largest- 
ever class-actions by share- 
holders. i 
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the company of fraud relating 
to accounting irregularities 18 
months ago at cuc, which 
had merged with nrs to form 
Cendant in 1997. 


Ernst & Young, one of ac- 
countancy’s “big five”, an- 
nounced it is in talks to sell its 
consultancy arm to Cap 
Gemini, a French consultan- 
cy, for perhaps as much as 
$4.8 billion. 





WMP TIFT 


IRI, Italy's state holding-com- 
pany, completed the sale of 
Autostrade, which runs Ita- 
ly’s motorways, for 13 trillion 
lire ($6.9 billion) in the coun- 
try’s third-largest privatisation. 
Autostrade is also diversifying 
into telecoms. Given Italians’ 
love of both cars and conver- 
sation, it may have a promis- 
ing future. 


The board of Airbus Indus- 
trie, Europe’s aircraft consor- 
tium, gave the go-ahead for a 
planned super-jumbo, the 
A3xx, capable of carrying up 
to 650 passengers and due to 
enter service around 2005. 


Although Christmas is around 
the corner, Hasbro, the 
world’s second-largest toy 
maker, is to lay off 19% of its 
workforce of around 11,500. 
The American firm said old- 
fashioned toys are losing out 
to electronic thrills, 


Death in Monaco 


Edmond Safra, a Syrian- 
born financier and one of the 
world’s richest men, died in a 
fire at his Monte Carlo home. 
The purchase by HSBC of the 
Republic Bank of New York, 





cleared its last regulatory hur- 
dle and should not be derailed 
by his demise. 


Deutsche Borse, Germany’s 
main stock exchange, is plan- 
ning to sell stakes in itself to 
foreign banks, before a possi- 
ble initial public offering. It 
may also list Europe’s top 
companies. This looks like a 
setback for plans to integrate 
Europe’s top exchanges. 


Trade off 


Trade liberalisation suf- 
fered a blow with the acrimo- 
nious collapse of World Trade 
Organisation talks to start a 
new round of world trade ne- 
gotiations. Anti-globalisation 
protesters suffered 600 arrests, 
but claimed victory in the 
“Battle of Seattle”. | 





American workers’ produc- 
tivity growth surged to an 
annual rate of 4.9% in the 
third quarter, the fastest since 
the last quarter of 1992. In the 
same period, labour costs fell 
at an annual rate of 0.2%. 


i 














economy, released some posi- 
tive economic data. Third- 
quarter Gpp grew by 0.7% and 
unemployment fell by 29,000 
in November, to 10.4%. Indus- 
trial output rose by 1.7% in Oc- 
tober compared with the pre- 
vious month. 


A French court found Seita, a 
French tobacco company, par- 
tially responsible for the death 
of a smoker, the first time 
such a ruling has been hand- 
ed down in Europe. 
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TAIPE 


Uncertainty in Taiwan 





China is watching closely as the Taiwanese prepare to choose a successor to the 


remarkable President Lee Teng-hui 


EXT spring, the man who has domin- 

ated the politics of Taiwan for a decade 
steps down as president. Lee Teng-hui not 
only brought democracy to an island ruled 
by the Kuomintang (kmr),a nationalist party 
run on Leninist lines. He also showed, most 
clearly in the first democratic election for the 
presidency in 1996, how well the km could 
flourish in the political marketplace. 

Mr Lee’s dominance, in turn, allowed 
him to fashion policy towards China almost 
single-handedly. Looking back, his strategy 
throughout the 1990s has clearly had Tai- 
wan’s independence, not reunification, as its 
goal, even if he never said so bluntly. The 
strategy led Mr Lee last summer to tear up 
the comfortable fiction that there was but 
“one China”, albeit a disputed one. Hence- 
forth, he insisted on July 9th, any negotia- 
tions between the mainland and Taiwan 
would have to be conducted as equals, on a 
“special state-to-state basis”. 

Little wonder that China’s Communist 
tulers, who regard Taiwan as a renegade 
province, reserve their bitterest bile for him. 
With Mr Lee’s imminent retirement, an opti- 
mistic observer of Taiwanese politics might 
conclude that all is heading swimmingly for 
the better. A real presidential contest be- 
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tween three heavyweight candidates, plus a 
handful of minor ones, will, it might be 
claimed, go further to embed the process of 
democratisation in Taiwan. Indeed, on the 
current showing of its candidate, Lien Chan, 
the kmt may even lose. Whoever wins—any 
of the three main candidates could—will 
need to form a coalition to rule. That may be 
seen as a sign of Taiwan’s political maturity. 
As for relations with China: once Mr Lee is 
out of the way, they can only improve. 

Both assumptions, political maturity 
and better relations with China, are misguid- 
ed. Take the politics first. Taiwan’s constitu- 
tional system, born of another era, is ill suit- 
ed to the practice of pluralist politics. There is 
no clear separation of powers between the 
president and the legislature, the Legislative 
Yuan. Hitherto, the president has had the 
yuan, with a KMT majority, on his side. But, 
constitutionally, it has no powers to approve 
the president’s choice of prime minister, 
who might therefore seem less than wholly 
democratic. The optimistic view is that a 
kmt-dominated legislature could work suc- 
cessfully with a non-xmr president, as legis- 
latures and executives sometimes do in 
America and France. Other observers point 
to the example of Boris Yeltsin and his rela- 





tions with the Russian parliament, a more re- 
alistic view in the light of the weak discipline 
of Tatwan’s major parties, particularly the 
KMT. No guiding ideology can be said to 
drive the kr. Rather, it is the power of pa- 
tronage and money that has always bought 
lawmakers loyalty. 

The kart, admittedly, may be possibly 
the world’s most successful patronage ma- 
chine, and Mr Lee’s faction has worked the 
levers brilliantly. Yet now there is a threat in 
the shape of James Soong, the presidential 
candidate who, on current showing, is most 
likely to win. Mr Soong is a kmr hack 
through and through, though he has just 
been expelled from the party. As a former 
KMT governor of Taiwan, a position of great 
patronage but little responsibility, he was 
able to deliver favours to local legislators that 
are now being called in. It is these favours, 
not any defining political vision (which, if he 
has one, Mr Soong is keeping close to his 
chest), that at present make him the favour- 
ite for the presidency next year. 

The «mr is expelling legislators who 
openly back Mr Soong, incidentally whit- 
tling away its own majority in the legislature. 
But Mr Soong does not necessarily need an 
open show of hands, and consequent expul- 
sions. For if he wins the presidential race, he 
will surely attempt to reclaim the party as the 
popular heir to the kmt mantle, doing down 
President Lee’s choice, the wooden but loyal 
Lien Chan. The result would be civil war in- 
side the KMT. 

Can the opposition Democratic Progres- 
sive Party (ppp) profit from the kmr's strains? 
Chen Shui-bian, until recently mayor of the 
capital, Taipei, and before that a political 
prisoner, tars both his rivals with the same 
brush. Both, he says, bear responsibility for 
the kmt’s “black gold” phenomenon, where- 
by politics, corruption and organised crime 
are entwined, and a corrupt judiciary can 
sometimes be bought. Their promises to 
clean up the system, therefore, cannot be tak- 
en seriously. “Corruption”, says Mr Chen, “is 
the last obstacle to democratisation.” 

It is nonetheless a considerable one. The 
pep itself has had its own scandals. More- 
over, though the party is widely popular, Tai- 
wan’s voters do not yet seem to think it has 
the experience to rule. Mr Chen is vying for 
second place with Mr Lien in the polls, some 
way behind Mr Soong. If, closer to the elec- 
tion on March 18th, he convincingly over- 
took Mr Lien, President Lee might urge his 
followers to switch their support to Mr Chen, 
in a bid to frustrate Mr Soong, whom Mr Lee 
detests. (Got it?) Should such a strategy gave 
Mr Chen victory, he would face strains in- 
side his own party. He would need to forma 
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ASIA 





SYDNEY 


HE Australian High Commission in 

Delhi was the target recently of several 
hundred sadhus, Hindu holy men, protest- 
ing against what they described as the 
“highly offensive portrayal of Hindu gods 
and goddesses” by homosexuals in Syd- 
ney. They took exception to a poster head- 
ed “Homo Sutra”, advertising the Sleaze 
Ball, an event that raises money for Austra- 
lia’s biggest homosexual gathering, the an- 
nual Sydney Gay and Lesbian Mardi Gras. 
The poster portrayed some Hindu gods 
| with an erotic twist. 

The poster appeared on the Internet, 
and was picked up on computers in India. 
The ball’s organisers smoothed things over 
by talking to the Hindu Council 
of Australia, which accepted 
their assurance that they meant 
no offence. In Sydney, Australia’s 
biggest city, the power of the In- 
ternet is probably matched only 
by that of the city’s homosexuals. 
Sydney (population 4m) claims 
to be the world’s gay capital. The 
claim may be extravagant, but it 
is true that in few other towns 
have homosexuals come so far so 
fast to occupy a conspicuous 
place in cultural life. And, as with 
most successful ventures in Syd- 
ney, the driving force has been a 
mix of politics and money. 

The centre of gay life in Syd- 
ney is Oxford Street, an inner-city 
Victorian thoroughfare where 
once tough, working-class pubs 
have been transformed into the 





Bush ballerinas _ 





Gays and the Australian economy 


rowdiest gay drinking places in the world. 
Business in its restaurants, boutiques and 
wig shops is booming. Two of Sydney's big- 
gest homosexual icons are Kylie Minogue, 
not a lesbian but a star whose music and 
image appeal to Sydney’s gays; and Ian 
Roberts, a rugby league player who “came 
out” on the “Footy Show”, a television 
sports programme. A Sydney judge in Aus- 
tralia’s High Court recently came out less 
dramatically by naming his male partner 
of the past 30 years. 

A report by the University of New 
South Wales says that the annual Mardi 
Gras, held in February, has a bigger econ- 
omic impact than almost any sporting and 








cultural event. It injects nearly A$ioom 
($64m) into Sydney’s economy, much of it 
spent by participants and spectators from 
abroad. Politicians of all hues have public- 
ly backed it. An exception is John Howard, 
the prime minister. 

Itis a farcry from the first Mardi Gras 21 
years ago, which started as a political prot- 
est against legislation discriminating 
against homosexuals.That event ended in 
a riot. It seemed to reflect a society once re- 
nowned more for repressive attitudes 
against gays. Some have traced such atti- 
tudes to Australia’s origins as a British con- | 
vict settlement, in which a gay sub-culture | 
flourished in a society where men out- | 
numbered women. Sydney's explosion as 
a gay centre has accompanied its emer- 
gence over the past 25 years as a multicul- 
tural town, where political barriers have 
come down for most minorities. 
The anti-authoritarian attitudes 
stemming from Sydney's convict 
era have made it a city with a tra- 
dition of harbouring eccentrics, 
criminals, pimps, brothel-keep- 
ers, drag artists and colourful 
characters of all kinds. 

Thanks largely to Sydney’s 
lead, Australia’s gays have won 
most of their political battles, in- 
cluding the lifting of a ban on ho- 
mosexuals in the armed forces. So 
the organisers of the Mardi Gras 
parade next February will be con- 
centrating on fun, not politics. 
“We'll have lots of marchers on 
themes of the Olympic Games 
andoffamiliesinthenewmillen- | 
nium,” said Mark Goggin, man- 
sia ager of the Mardi Gras. But noth- 











ing, presumably, Hindu. | 
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ruling coalition with the nationalists, possi- 
bly appointing a xmT prime minister. But to 
many prr members, the nationalists are the 
enemy. As it happens, it is Mr Chen, from the 
traditionally pro-independence prr, who 
claims to be best able to bring warmer rela- 
tions with China. Few of his supporters 
doubt his pro-Taiwan credentials, so he has 
recently been able to present himself as 
more constructive towards China, empha- 
sising the “special” in Mr Lee’s formula by 
suggesting confidence-building measures 
that include, believe it or not, joint military 
exercises. Last week Mr Chen told The Econ- 
omist that when he won the presidency he 
would, before his inauguration, lead a good- 
will delegation to Beijing. Mr Lien has since 
copied the idea. 

China has not responded to this curious 
suggestion. But many observers believe a 
ppp presidency would bring out Mr Chen’s 
original colours. The party’s long-term goal, 
after all, is for Taiwan to be enshrined as an 
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independent and sovereign country. China 
is hardly likely to restart long-stalled negoti- 
ations on such a premise. China, no doubt, 
views Mr Lien as President Lee’s man, and 
therefore, in its eyes, as a provocateur more 
than a conciliator. 

China’s rulers have their money on Mr 
Soong. He is mainland-born and much 
closer to the traditional kmt wing that 
dreams of the unification of China and Tai- 
wan. All the same, he is constrained by Mr 
Lee’s July formula, which he cannot re- 
nounce without being branded a traitor at 
home. Mr Soong, more than his rivals, will 
have to play to Taiwanese nationalism. Un- 
less Mr Lee upsets the applecart again—he 
might, for instance, be tempted in his final 
months to urge the National Assembly, Tai- 
wan’s upper house, to write into the consti- 
tution his “special state-to-state” formula— 
then China is likely to remain largely silent 
until it sees the outcome of the election. 

And after that? China will no doubt re- 


peat its calls for talks. Taiwan will reply that 
they can begin only on the basis of equality. 
Knowing that even America, which under- 
writes Taiwan’s security, deems the Lee for- 
mula provocative, China will rant. Don’t bet 
on early talks, or even talks about talks. 

a 


Japan and North Korea 
Sympathy and 
tea 


SEOUL AND TOKYO 


HE surprising, but nonetheless welcome, 

change in tone by the normally belliger- 
ent regime in North Korea has quickened in- 
terest in Tokyo. A cross-bench political mis- 
sion headed by a former Socialist prime 
minister, Tomiichi Murayama, which visited 
Pyongyang at the start of the month inten- 


THE ECONOMIST DECEMBER 11TH 1999 





ded merely to test the waters. Itcame back in- 
stead with an agreement from North Korea’s 
ruling Workers’ Party to restart talks on nor- 
malising diplomatic relations between the 
two countries. These have been frosty since 
the end of the second world war. 

Of Japan’s two big diplomatic issues left 
over from 1945, normalising diplomatic rela- 
tions with a missile-brandishing North Ko- 
rea ranks higher these days even than sett- 
ling the long-festering dispute with Russia 
over the return of four islands off Hokkaido 
that the Soviet army grabbed in the closing 
days of the war. Though Japan’s 550,000 eth- 
nic Koreans do not have a vote, pundits ex- 
pect Keizo Obuchi’s coalition government to 
win far more public support in next year’s 
general election from getting the recalcitrant 
North Koreans to the table than it ever could 
from prising more territorial promises from 
the Russians. 

The ice between North Korea and Japan 
was broken by Kim Yong Sun, a senior party 
official, who spoke with uncharacteristic 
compassion about Japan’s request for infor- 
mation on ten of its nationals who, it claims, 
had been abducted to North Korea many 
years ago. “I sympathise”, said Mr Kim, 
“with the pain that the [Japanese] families 
must be feeling after being concerned about 
the safety of their loved ones for so long.” The 
Japanese have never heard such words of 
commiseration from any North Korean offi- 
cial before. 

Intelligence reports since the 1970s have 
suggested that the missing people were kid- 
napped by North Korean agents to act as lan- 
guage instructors in espionage camps. The 
Japanese authorities seethe quietly over the 
North Korean agents who roam around Ja- 
pan, collecting hard currency as well as intel- 
ligence from sympathisers among the eth- 
nic-Korean community. The abduction 
issue, which Japan has made a precondition 
to any discussions on easing tensions be- 
tween the two countries, was a main reason 
for the collapse in 1992 of the previous nor- 
malisation talks. 

Apart from the sympathy handed round 
with the tea, Mr Kim also surprised his guests 
by saying that North Korea would appreci- 
ate a quick resumption of Japanese food aid. 
Though broke and hungry, North Korea has 
never asked the Japanese for food aid nor 
thanked them for it when it came. The North 
Korean regime has treated such aid instead 
as part of a standing demand for an apology 
and reparations from the Japanese govern- 
ment for the atrocities committed between 
1910 and 1945, when Korea was a Japanese 
colony. Mr Kim attached no preconditions to 
reopening talks, asking only that Japan 
should supply agricultural products until his 
poverty-stricken country became “self-suf- 
ficient” in food. 

Unfortunately, though this year’s grain 
crop was up 5% over last year’s, North Korea 
is now more dependent on foreign (mostly 
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American, Chinese and South Korean) food 
aid than ever. Such aid this year provided 
more than 10% of its total grain supply, al- 
most twice as much as four years ago. 

An outraged Japan had cancelled its 
food aid, along with direct charter flights be- 
tween the two countries, after North Korea 
fired a ballistic missile over Japanese ter- 
ritory in August 1998. At the same time, Japan 
suspended its financial contribution to the 
Korean Peninsula Energy Development Or- 
ganisation. This outfit is part of the scheme 
hatched by America, South Korea and Japan 
five years ago to wean North Korea off pro- 
ducing plutonium, with which nuclear 
weapons can be made, by offering to replace 
its plutonium-rich nuclear reactor with a 
pair of less proliferation-prone western-de- 
signed light-water reactors. 

Japan subsequently ended its ban on 
charter flights after America had persuaded 
North Korea to shelve its plans to test-fire 
another long-range missile. The Japanese 
government is expected to lift its remaining 
sanctions shortly. But first the Red Cross so- 
cieties in the two countries have to arrange a 
meeting in Beijing to work out ways of deal- 
ing with the “humanitarian issues” raised 
during the Murayama mission last week; 
these are mainly home visits to Japan for the 
Japanese-bom wives of North Koreans and 
the alleged abductions of Japanese nation- 
als. Only then will aid begin to flow. Just 
what is needed from Japan to bring North 
Korea in from the cold? By all accounts, ¥1 
trillion ($10 billion) would do the trick. 


Central Asia and Russia 


Old ties, new 
worries 


ALMATY 


HE five countries conveniently lumped 

together as Central Asia can never forget 
they were part of the Soviet Union until its 
break-up in 1991. Only Uzbekistan has felt 
able at times to thumb its nose at Russia. Eth- 
nic Russians are just a tiny proportion of its 
24m people, nearly half the popula- 
tion of the region, and it is striving, 
with some success, to be economical- 
ly self-sufficient. Turkmenistan 
has until recently allowed Russian 
troops to patrol its southern border 
with Iran and Afghanistan, two Is- 
lamic countries that Russia fears 
could infect its heartland. Tajikistan 
is the home of 20,000 Russian troops 
who have helped to end a long civil 
war between an Islamic opposition 
and the government. 

The main Russian interest at pre- 
sentconcerns Kazakhstan and Kir- 
gizstan. Both countries have a size- 





ASIA 


able number of ethnic Russians among their 
100 or more different nationalities. Russia is 
their main trading partner. It sends electric- 
ity to Kazakhstan, and it also provides the 
main corridor for Kazakh oil and gas exports. 

Despite Kazakhstan’s importance to 
Russia, it was treated casually in July when a 
Russian rocket crashed near a village soon 
after lift-off at Baikonur, a remote Russian- 
run space base used since Soviet days. With 
imperial indifference, the Russians waited a 
week before they sent an official to discuss 
the matter with the Kazakh government, 
and only after the Kazakhs had put a ban on 
more launches, later lifted. When another 
rocket, carrying a satellite, crashed in Octo- 
ber, Kazakh environmentalists called for the 
closure of the rocket site at Baikonur. This 
time the Russians got the message: a senior 
delegation was quickly dispatched from 
Moscow to assess the damage caused by the 
crash and to talk about compensation. 

More than 35,000 Kazakhs live and work 
at Baikonur, so closing it would be painful. 
However, the Russians were sufficiently 
alarmed to promise that Kazakhs would in 
future be involved in various space pro- 
grammes. This is a gesture to local pride. Kaz- 
akhstan is space-minded: two Kazakhs have 
taken space trips. For its part, Russia has at 
present no real alternative to Baikonur, for 
which it pays rent to Kazakhstan of $15m a 
year. It has agreed to pay $670,000 compen- 
sation for the two rocket crashes. 

Now to Kirgizstan. For two months this 
summer, four Japanese geologists and sever- 
al local people who had been working in the 
southern part of the country were held hos- 
tage by Islamic guerrillas. They were freed 
after a ransom, believed to be $2m, had been 
paid. No one has been arrested. The govern- 
ment fears that the hostage-takers will strike 
again. It has asked Russia for help, which the 
powerful neighbour has said it would be de- 
lighted to provide. Whether the arms it has 
so far sent will do much to provide security 
over a wide area against the guerrillas is open 
to question. Turning to Russia has worried 
those in the government who regard them- 
selves as pro-western. But the region's geog- 
raphy and old ties have, for the present, giv- 
en Russia the advantage. 




















ASIA 
Hong Kong 


Whose law? 


HONG KONG 


N DECEMBER 3rd, Hong Kong’s Court 

of Final Appeal upheld the govern- 
ment’s right to deport 17 mainland children, 
born before their parents had won the right 
to live in the territory. In a similar case last 
January, the same court ruled that the appli- 
cants before them then, children in similar 





Waiting for the verdict 


circumstances, had the right to live in Hong 
Kong. In the January case, the court also took 
the opportunity to affirm its own broad 
powers to adjudicate matters relating to the 
Basic Law, Hong Kong's quasi-constitution. 
Yet this month the court affirmed that the 
standing committee of China’s National 
People’s Congress (Nec) had the “unquali- 
fied” power to interpret the Basic Law. What 
on earth is going on? The Hong Kong court 
has been made to look an ass, its indepen- 
dence tarnished. The question is how this 
came to pass. 

T.K. Chang, a lawyer, writing in the 
Asian Wall Street Journal, says the court's 
judgment in January was “like waving a 
matador’s red cape” at the Chinese authori- 
ties. The Basic Law states the nrc has powers 
of interpretation, though the law is less clear 
about when it may exercise them. In Mr 
Chang's view, the Hong Kong court should 
have sought the npc’s interpretation before 
its January ruling, saving its powder over ju- 
risdictional matters for a less sensitive case. 
As it was, the Hong Kong government, claim- 
ing preposterously that it feared a flood of 
over 1.6m of China’s unwashed, itself went 
to Beijing to seek an nrc interpretation. 

That came last June. It stated that main- 
land children of Hong Kong residents were 
entitled to join their parents only if born 
after either parent had become a resident. As 
a result, the Court of Final Appeal had no 
choice but to reject the children’s application 
this month. What is shocking to the “rule of 


26 


law” camp is the breadth of the latest ruling, 
which claimed that the Nec’s standing com- 
mittee could interpret any part of the Basic 
Law. The Hong Kong government has come 
in for most of the blame, for taking the case 
up to Beijing in the first place and so compro- 
mising the judiciary. But the solicitor- 
general, Bob Allcock, says an immigration 
crisis had to be averted, and the alternative 
was to seek an amendment of the Basic Law; 
that would have been even worse for per- 
ceptions of Hong Kong’s autonomy. 

Mr Allcock says the government will in 
future take legal matters to 
Beijing “only in highly ex- 
ceptional circumstances”. 
But what circumstances 
would be “exceptional”? 
Before the courts at the mo- 
ment is a case, prosecuted 
by the government, involv- 
ing a desecrated Chinese 
flag shown in public. The 
defendants argue that such 
desecration is a freedom of 
expression guaranteed by 
United Nations covenants 
enshrined in the Basic Law. 
They are being prosecuted 
under a local law that en- 
acts a national ban against 
flag-buming. The Hong 
Kong government thinks it 
will win the case, arguing that plenty of other 
countries, such as Italy, that are signatories to 
the uN covenants also have laws against flag- 
desecration. But if the government loses, it 
will once again have to go to Beijing. 
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Pakistan 


Don't hurry me 


ISLAMABAD 


HEN Nawaz Sharif, Pakistan’s de- 

posed prime minister, made an ap- 
pearance in a Karachi court on December 
4th, he remarked to journalists that “the tide 
[was] already turning” in his favour. Was this 
a mere gesture of defiance, 
or has there been a shifting 
of public opinion in the two 
months since General Per- 
vez Musharraf seized pow- 
er ina visibly popular mili- 
tary coup? At least in 
Karachi, the scene of 
bloody violence and fierce 
clampdowns, there is no 
sympathy for the summary 
justice that Mr Sharif con- 
ceived and, ironically, now 
faces. Yet Pakistanis have 
begun to show some frus- 
tration with what the re- 
gime of General Musharraf 





has done so far or, more importantly, not 
done. A western diplomat in Islamabad says 
there is “a whiff of uneasiness in the air”. 
People have been expecting more from the 
military government. 

Pakistanis applauded the arrests in No- 
vember of some 40 of Pakistan’s largest bank 
defaulters. Previous governments had been 
reluctant to touch them because of their po- 
litical influence. But is that the end of the 
clean-up campaign? Pakistanis had expec- 
ted hundreds of arrests after General Mush- 
arraf had said he would begin fixing the 
economy. 

The general is aware of Pakistanis’ “un- 
easiness”. On December 6th, he invited a 
small group of journalists to the Army 
House, his official residence in Rawalpindi. 
His message was, “Changes don’t take place 
overnight.” To bring about “changes and 
modifications and improvements” was not 
“a two-month job”. 

The imminent test of the general’s re- 
solve comes in mid-December when he has 
promised a new set of economic reforms. 
Muhammad Yaqub, a former governor of 
Pakistan’s central bank, was expected to 
have been involved in the plan. He was re- 
cruited to the National Security Council, the 
general’s policymaking body, but has now 
resigned. Mr Yaqub was not sacked. He de- 
cided to go after criticism in Pakistani news- 
papers of his handling of foreign-currency 
problems. 

Nothing has been said publicly about 
what the economic plan will contain. One 
guess is that the general is planning an anti- 
poverty campaign, in the hope of cheering 
up the masses. But at the heart of the plan ob- 
viously should be major tax reforms. For 
years, successive governments have spoken 
of the need to impose a new sales tax. A rise 
in the (controlled) price of oil is also needed. 
Before the military coup, this was being dis- 
cussed by Mr Sharif’s government and the 
IMF aS a condition for renewing loans, at pre- 
sent frozen. 

But symbolic or modest measures, of the 
kind often seen in the past, will not please Pa- 
kistanis convinced that this must be the time 
for boldness. In the past few years, the grow- 
ing problems of the econ- 
omy have been matched by 
a rise of Islamic fundamen- 
talism. Extremists want Pa- 
kistan to do what revolu- 
tionary Iran did 20 years 
ago. “Corpses dangling in 
the streets carry great fasci- 
nation for many in this 
country,” concedes a senior 
bureaucrat. “Many people 
want to see a replay of Iran, 
because that’s where they 
think lies salvation.” The 
cautious general may not 
have much time on his side. 
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UNITED STATES 


A pillar of the law assailed 


The Miranda decision was a landmark of a liberal Supreme Court in the 
1960s. Will today’s more conservative court overturn it? 


664 70U have the right to remain silent. If 

you give up the right to remain silent, 
anything you say can and will be used 
against you in a court of law. You have the 
right to a lawyer and to have a lawyer pre- 
sent during questioning. If you would like a 
lawyer but cannot afford one, a lawyer will 
be appointed for you without charge. Do 
you understand?” 

Familiar, and widely admired, 
phrases. Intoned in thousands of 
American films and television 
shows, the formula is known 
throughout the world. For most 
Americans, the so-called Miranda 
warning—named after a case that 
came before the Supreme Court in 
1966, and daily read to tens of 
thousands of arrested people—is a 
reassuring symbol that their crimi- 
nal justice system, warts and all, is 
fundamentally fair. The court's 
ruling requires the warning—or a 
version of it, the exact words vary- 
ing from state to state—to be read 
toany arrested person before he or 
she is interrogated. 

Well, think again: or so it will 
be argued before the Supreme 
Court early next year.On Decem- 
ber 6th the court agreed to exam- 
ine a lower-court ruling which 
found that the Miranda warning 
is not, as had been thought, re- 
quired by the American constitu- 
tion and that it had, in effect, been 
overruled by a long-dormant fed- 
eral law enacted in 1968. 

The case before the court has a 
curious, and revealing, history. Unlike nearly 
all others, itis not the result ofa genuine legal 
dispute but of a political campaign. Neither 
side in the current case—Charles Dickerson, 
a bank robber, or his federal prosecutors— 
asked the Fourth Circuit federal appeals 
court, based in Richmond, Virginia, to rule 
on the validity of Miranda wamings. Never- 
theless that court, one of the most vigorously 
conservative in the country, took up the is- 
sue at the prompting of Paul Cassell, a law 
professor at the University of Utah, who has 


THE ECONOMIST DECEMBER IITH 1999 


waged a lonely campaign against the Miran- 
da decision in law journals and court briefs. 
The Supreme Court, almost as unusually, 
has asked Mr Cassell to defend the Fourth 
Circuit's decision. 

Mr Cassell is a former law clerk to Anto- 
nin Scalia, the Supreme Court's leading con- 
servative, who has already expressed his 
scepticism about Miranda. Mr Cassell has 





Care to read me my rights? 


long argued that every year Miranda warn- 
ings help thousands of criminals to escape 
prosecution. This was precisely the fear of 
those who criticised Miranda when it was 
announced by a divided Supreme Court 33 
years ago. The court’s five-to-four decision, 
based on the right against self-incrimination 
laid down in the constitution’s Fifth Amend- 
ment, was a high-water mark of the liberal 
court presided over by Chief Justice Earl 
Warren. It immediately became the target of 
conservatives. In the 1968 presidential elec- 


tion, Richard Nixon attacked the decision, 
and in the same year conservative senators 
pushed Lyndon Johnson, who then occu- 
pied the White House, into accepting a pro- 
vision supposedly overruling Miranda as 
the price for passing a big crime bill. 

In fact, the worst fears of the critics and of 
the police have not been realised. Despite Mr 
Cassell’s claims, there is little evidence that a 
significant number of guilty people are going 
free because of the Miranda warning. The 
chief reason for this is that, contrary to ex- 
pectations, most people under arrest do not 
keep their mouths shut and do not ask for a 
lawyer, even though it is almost always in 
their interest to do so. One study even 
claimed that the rate of confessions had ris- 
en by 9.8% since the warning was intro- 
duced. Most other studies show that the con- 
fession rate has at least not fallen. Nearly 
two-thirds of those arrested pro- 
ceed to make a confession. 

Moreover, the warning has 
not proved quite the bulwark 
against coerced confessions and 
self-incrimination that the Warren 
court had intended. Some police- 
men have found ways to dilute its 
effect—by reading it in an incom- 
prehensible monotone, by cosying 
up to suspects before reciting it, or 
by delaying access to a lawyer 
even when one is requested. 

The Supreme Court itself has 
chipped away at its effectiveness 
in a series of subsequent cases. For 
example, although the original 
1966 decision explicitly required 
that all questioning cease once a 
suspect had asked for a lawyer or 
invoked his right to remain silent, 
the court has allowed evidence ex- 
tracted from suspects after they 
have invoked their right to be used 
in court against them if they do go 
ahead and testify. Information 
gleaned in this way can also be 
used to dig up other incriminating 
evidence. Civil-liberties cam- 
paigners are suing police forces in 
Los Angeles and Santa Monica for routinely 
continuing interrogations after the Miranda 
rights have been invoked. 

If it has not been as effective as was 
hoped, is Miranda worth keeping? Most of 
those concerned with defendants’ rights be- 
lieve it is. “It’s an important symbol,” argues 
David Cole, a law professor at Georgetown 
University in Washington, pc. “It’s the only 
example of the court trying to offset with a 
clear rule the economic inequalities which 
make the criminal justice system unfair.” If 
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arrested, says Mr Cole, “rich people will al- 
ways have their attorneys there to advise 
them. Poor people almost never will 

Although some law-enforcement groups 
are expected to file briefs supporting Mr Cas- 
sell, more will probably oppose him. Most of 
America’s policemen are now comfortable 
with Miranda, and many prosecutors argue 
that they have more to lose than to gain by a 
return to pre-Miranda days, which is whata 
victory for Mr Cassell would mean. 

Courts rarely inquire into the voluntari- 


The San Francisco mayor's race 


Dreamers by the 


SAN FRANCISCO 


T ISodd to hear both speakers in an Ameri- 
can political debate swear that they are 
unwavering opponents of privatisation; it is 
odderstill when you reflect that the constitu- 
ency they are wooing is enjoying one of the 
biggest booms in its history, driven by the 
stampeding freedoms of the Internet. But 
this is San Francisco, which is holding a spe- 
cial election for mayor on December 14th, 
and where the mid-point of politics sits 
some way to the leftof the rest of the country. 
In most places the current mayor, Willie 
Brown, a Democrat elected by a solid coali- 


ness of a confession given after a Miranda 
warning. Without the warning, the police 
would have to prove, case by case, that a dis- 
puted confession was voluntary. This is why 
no administration has tried to resurrect the 
1968 law that seemed to overturn Miranda: 
that law, rather than the court’s 1966 deci- 
sion, has been regarded as unconstitutional, 
and therefore empty. It will be extraordinary 
if the Supreme Court, after reaffirming the 
Miranda decision in dozens of cases over the 
past 33 years, changes its mind next year. 
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Bay 


tion of labour, black and homosexual sup- 
porters, would have to fight off hard-nosed 
law-and-order types coming at him from the 
right. Instead he faces Tom Ammiano, who 
was propelled into the race after a local 
housing activist started gathering signatures 
for a petition urging him to run. Mr Ammia- 
no promises to temper the growth that Mr 
Brown’s business-friendliness has encour- 
aged with a concern for the quality of life in 
local districts; he says he will look after the 
homeless and clean up (and open up) city 
government. In short, he is much further to 





WASHINGTON, DC 


HE administration’s attempt to control 

the tobacco and firearms industries 
through the courts—rather than Con- 
gress— continues apace. In September, the 
Justice Department filed a suit to recoup 
from tobacco companies the money that 
public health authorities have spent treat- 
ing smokers. This week, the Department of 
Housing and Urban Development threat- 
ened gun makers with a possible class-ac- 
tion suit on behalf of 3,200 public housing 
authorities to recoup the cost of providing 
security against gun-toting criminals. 

These cases rest on the argument that 
companies can be held responsible for in- 
herently dangerous products even after 
they have been bought. Dennis Henigan of 
the Centre to Prevent Handgun Violence 
argues that gun makers are partially re- 
sponsible for crimes committed with guns 
because they take no action to curb “irre- 
sponsible sales by retailers” (eg, at gun 
shows). Anti-smoking lawyers claim to- 
bacco companies know that cigarettes are 
addictive and are therefore to blame for the 
harm smokers do to themselves. 

The cases are also influenced by the ad- 
ministration’s frustration with Congress. 





Government v gun makers 


This year, law makers have rejected all new 
federal gun controls proposed by the presi- 
dent. Congress has also refused to impose 
new anti-smoking measures, such as an in- 
crease in cigarette taxes or an explicit ruling 
that the Food and Drug Administration 
has jurisdiction over the tobacco industry 
because cigarettes are a drug (the FDA’s 
claim to this effect came up before the Su- 
preme Court last week, where it was scepti- 
cally received), Thwarted by the legislative 
body, the administration has turned to the 
courts and regulation. 

But to judge from these cases, its real 
aim is less to win its arguments than to 
wring concessions from its targets by da- 
maging them in other battles, especially 
lawsuits brought by local governments or 
private claimants. The tobacco companies 
are more concerned about the flood of 
private lawsuits than the Justice Depart- 
ment’s suit or the FpA’s ambitions. 

In the case of guns, 28 cities and coun- 
ties are suing manufacturers. The adminis- 
tration admits that its threat to bring a fed- 
eral suit is really designed to force 
manufacturers to settle out of court by 
“volunteering” to accept restrictions on 





the left than Mr Brownis. 

On the stump, Mr Ammiano lacks Mr 
Brown’s slickness, but that is simply taken as 
a sign of his grass-roots authenticity. Where 
Mr Brown is orotund (“I will adhere to the 
admonitions you have articulated,” he tells 
the moderator of a debate), Mr Ammiano 
gabbles nervously until he finds his pace. Mr 
Brown has the seasoned charisma of a mas- 
ter politician; Mr Ammiano is less polished 
and sometimes a little goofy. His cheeks col- 
our with pleasure at the cheers of his suppor- 
ters. His honest demeanour persuaded 
44,539 San Franciscans—25.4% of those who 
voted—to add his name to their ballot sheets 
in the election on November 2nd, bringing 
him in second and forcing Mr Brown into a 
run-off. 

Inside West Portal Elementary School, 
where the debate between the rivals is taking 
place, Mr Ammiano’s supporters are out- 
numbered. But there are plenty more out- 
side, joggling their placards up at the win- 
dows and sometimes drowning out the two 
men inside. This embarrasses Mr Ammiano, 
and itis understandable that it does. 

San Francisco's wilder excesses have of- 
ten provided fuel for those who wish to at- 
tack the Democrats as a party of crazies. The 
antics of the leather-clad Sisters of Perpetual 
Indulgence turned the 1984 Democratic 
Convention into a gift for the Republicans. 
San Francisco often seems no more than a 





Whose fault is this? 


how guns are made and sold. The adminis- 
tration wants makers to put safety locks on 
guns and to stop selling to dealers who 
work at unregulated gun shows or whose 
guns are used disproportionately often in 
crimes. All these measures have been re- 
jected by Congress. But that makes little 
difference. The moral for the administra- 
tion seems to be, if you don’t succeed in 
one place, try, try and try again in another. 
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sideshow as far as the rest of the country is 
concerned, and its voting patterns rarely 
match those even of the rest of California. Is 
the buzz of the Ammiano write-in candida- 
cy anything more than the latest effusion of 
the activists who have dreamed by the Bay 
for decades? 

In one way, perhaps it is. San Francisco 
has felt the effects of the Internet boom soon- 
er and more intensely than almost any- 
where else, but the wealth that the new econ- 


Political campaigns online 


Beyond the law’s 


WASHINGTON, DC 


HE Internet has come of age in this presi- 

dential campaign. Every candidate has 
his sophisticated website, and sets great store 
by it. But what about the hangers-on, who 
set up websites either to support a candidate 
or, more often, to ridicule him? 

George W. Bush knows what should 
happen to the latter: they should be 
squashed. He has been suffering from the at- 
tentions of www.gwbush.com, a spoof site 
with an official-looking photograph of Mr 
Bush that proves, on closer inspection, to 
feature a straw stuck up the governor's nose. 
Mr Bush has sent a cease-and-desist letter to 
the site’s creator, Zack Exley, accusing him of 
using pictures “borrowed” from his website. 
He has also complained to the Federal Elec- 
tion Commission (rec) that the site consti- 
tutes “express advocacy”, and violates the 
Federal Election Campaign Act’s spending 
limits and registration requirements. 

The rec--the “Failure to Enforce Com- 
mission”, its critics call it—is unsure what to 
do about this. It is seeking public comment 
over the next two months on how election 
law should apply to sites like Mr Exley’s, and 
indeed how it applies to the Internet in gen- 
eral. It is a large problem. One voter in every 
ten surfs the net to find advice on how to 
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out and may generate the same ten- 
sions elsewhere. Austin, Denver, Seat- 
tle and other centres of high-technol- 
ogy growth are already feeling them. 
Unlike the radicalism that springs 
from poverty and hardship, San Fran- 
cisco’s radicalism flourishes today in 
response to prosperity. Fred Siegel of 
the Progressive Policy Institute calls it 
“post-materialist politics”. 

Mr Ammiano epitomises this. He 
isa “progressive”, yet he says he wants 
“to bring back the old days”, before 
San Francisico became a dormitory 
town for the millionaires of Silicon 
Valley, when acouple on teachers’ sal- 
aries could afford to buy a house in 
the city, as he and his partner did in 
1973. What unites his supporters in 
San Francisco is a sense that their familiar 
world is changing too fast. 

In other places, suspicion of outsiders 
has helped to produce extremists at the other 
end of the political spectrum. In Montana or 
Michigan, people disconcerted by a world 
changing too fast can join the local militia 
groups. In big cities, on the other hand, they 
may return to the left. If they are lucky, at 
least they will have someone as pleasant as 
Mr Ammiano to vote for. 
et 


reach? 


vote. Lobbyists bombard Congress with 
electronic messages: the American Civil Lib- 
erties Union (acru) sent over 200,000 last 
year. Politicians raise big sums online (Bill 
Bradley has just passed $1m). And from Run- 
Hillary.com to AlBore.com, websites laud 
and lampoon nearly every candidate. 

The rec says it is “unquestionable” that 
federal election law applies to activity on the 
Internet. Critics such as the actu disagree. 
“Political speech deserves the highest pro- 
tection of the first amendment and should 
only be regulated if there’s a threat of corrup- 
tion,” says Laura Murphy, director of the or- 
ganisation’s office in Washington, pc. “The 








omy has created is steadily. fanning 
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FEC has yet to demonstrate how this new 
web technology could have a corrupting in- 
fluence on the political process.” Yet an ex- 
ceptionally large e-mail Christmas card list, 
or a highly-visited website, may be so influ- 
ential~and even so corrupting—that it 
could draw the Fec’s attention. 

Others say money should be the criteri- 
on for rec involvement. If people are not 
spending much money on their advocacy, 
they should stay unregulated. Yet on the In- 
ternet, partisans can build websites and 
send thousands of e-mails at a tiny cost. 

David Mason, one of the FEc’s six com- 
missioners, said recently that the rec would 
take a relatively permissive approach to In- 
ternet activity, exempting most private polit- 
ical speech. “It is my view”, he said, “that 
someone who is operating on their own 
would be covered by an exemption in the act 
which applies to voluntary activity.” On the 
other hand (considerable confusion here), 
“the volunteer exemption applies to some- 
one who is volunteering on behalf of the 
campaign, and if you're out there on your 
own you may not be covered.” 

it appears, then, that the exemption may 
not cover volunteers who are truly indepen- 
dent of the candidates they support. Take the 
case of Noah Heller, a 19-year-old freshman 
student and co-owner of NetizensForBra- 
dley.org. Mr Heller has deliberately had no 
contact with the Bradley campaign, to avoid 
being labelled an in-kind contribution. Yet, 
by obeying the letter of the law, he is truly 
“on his own”, and possibly not covered by 
the volunteer exemption. 

Then there is the question of websites 
that generate revenue. “When you start tak- 
ing money from somebody for what you're 
doing, that is a different sort of thing than 
volunteer activity in your home,” says Mr 
Mason, But many personal websites, having 
almost no money behind them, try to offset 
costs with banner ads and other e-com- 
merce. Mr Exley, for example, sells 1-shirts 
and bumper stickers on gwbush.com to help 
maintain the site. He has also been soliciting 
online donations to create television and e- 
commercials critical of Mr Bush (he raised 
$2,500 in only five days). But the ads may 
very likely draw the rec’s attention. 

A case last year gave some guidance on 
how the rec might treat websites that donot 
merit a volunteer exemption. Leo 
Smith, a tax consultant in Connecti- 
cut, built a personal website advacat- 
ing the defeat of a local congresswom- 
an, Nancy Johnson. The rec said the 
site constituted “express advocacy” 
that would trigger an independent- 
expenditure reporting requirement if 
its value rose above $250. However, if 
Mr Smith co-ordinated his activities 
with Ms Johnson’s official opponent, 
it would become an “in-kind” contri- 
bution that could not exceed $1,000. 

But how would the rec puta val- 
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ueon the site? The commission said it would 
add the fee for registering the domain name 
(typically $70) to the overhead costs of the 
computer hardware and software (these 
could easily be over $1,000) and Internet ser- 
vices (perhaps $240 a year), then divide that 
sum by the total number of websites Mr 
Smith maintained. Such a formula could 
push most websites over the legal threshold. 
But the more an individual used the Internet 
to influence politics, the more likely he 
would be to avoid regulation, as total ex- 
penses (which are fixed) would be divided 
by a greater number of sites. 

The finances of websites are often mys- 
terious even to their creators. At NetizensFor- 
Bradley.org, Greg Laynor, one of the site’s 
founders (who also happens to be 14, and at 
school), explains that dozens of volunteers 
work on the site, but that they have not spo- 
ken to each other. They communicate only 
by e-mail. Even Greg and Mr Heller, the other 
founder of the site, have never spoken. There 
is no way for them to know what money the 
collective has spent on maintaining the site, 
and therefore whether they have passed the 
spending limits. And it is possible that the 





WASHINGTON, DC 


| MERIGA is not only suffering from a 
shortage of heroes in its public life. It is 
| suffering from a shortage of heroes in its 
children’s literature, too. Most of today’s 
children’s books are populated by prissy 
paragons, of indeterminate sex, whospend 
their lives working in shelters for the home- 
less, lamenting the fate of native Ameri- 
cans and questioning gender stereotypes. 
In one book, a boy defies teasing to remain 
enrolled in a ballet class; in another, “lame 
teenager Shem” finds manhood “with the 
help of an old Indian woman”. 

A growing number of Americans are 
turning in frustration to a children’s writer 
of a decidedly different kidney, aman who 
fought in the Crimean war, published his 
earliest work in Union Jack magazine, and 
spent his life celebrating the twin virtues of 
British imperialism and Victorian manli- 
ness:G.A. Henty. 

Having been neglected for most of this 
century, Henty’s works are being repub- 
lished by two companies, the Lost Classics 
Book Company of Lake Wales, Florida, and 
PrestonSpeed, in Mill Hall, Pennsylvania. 
Yet demand still exceeds supply. A com- 
plete edition of his works is available on 
| cp-RoM, and a growing number of In- 
ternet chat groups are devoted to his work. 
| There is even talk ofa film. 

Beverly Schmitt, a former social worker 
who co-owns PrestonSpeed Books with 
her husband Douglas, first came across one 












FEC might count the hardware and software 


costs of the volunteers. 

Hyperlinks (a word, phrase orimage ona 
web page that, when clicked, sends you else- 
where) are also tricky. Mr Mason says hyper- 
links on personal websites should be ex- 
empt, and those on commercial sites 
regulated. But, again, everything depends on 
value; and how should hyperlinks be val- 
ued, when they can be created in seconds at 
no marginal cost, and are often paid for by 
barter (you link tome, I link to you)? It is also 
hard to see how anyone could spend $250— 
the limit for unreported independent ex- 
penditure—on forwarding e-mails. But Mr 
Mason says that e-mail lists of a certain size, 
even if they did not surpass spending limits, 
may require regulation. 

When does an e-mail list, or a website, 
get too large or influential? Even a handful of 
e-mails can have a disproportionate impact. 
In 1996, the Children’s Defence Fund’s 2,000 
e-mail subscribers regularly forwarded 
alerts to another 200,000 people. And a high- 
profile complaint can propel a previously 
obscure website to fame, attracting the eye of 
the regulators. (Visitors to gwbush.com 






of Henty’s books in a second-hand book- 
shop a decade ago, and was immediately 
captivated by “his mixture of historical ac- 
curacy and political incorrectness”. Henty 
was an honourable man who had none of 
the problems of Charles Dickens (a near- 
socialist who left his wife for another 
woman) or Horatio Alger (a Unitarian and 
possibly also a paedophile). 

His heroes possessed the rugged inde- 
pendence of Errol Flynn and John Wayne. 
His books relentlessly preach the virtues of 
family loyalty, female modesty and patrio- 
tism. PrestonSpeed has published 16 vol- 
umes so far and is now publishing two ti- 
tles a month, with audio books and study 
guides in the works. 

The Schmitts have found their most 
enthusiastic customers among their fellow 
home-schoolers—the growing number of 
people who, out of religious conviction, ac- 
ademic frustration and, thanks toa spate of 
school shootings, simple fear, choose to 
educate their children at home. Mrs 
Schmitt points out that many parents use 
Henty’s books, which range across the cen- 
turies from ancient Egypt to the Califor- 
nian gold rush, not just to entertain their 
children but to give them a sense of history. 
Given that about 1.2m children in the Un- 
ited States get their schooling at home— 
about as many as the number in the New 
Jersey public-school system—this means 
that Henty is becoming an educational 











soared from 30 to around 500,000 a month 
after Mr Bush filed his complaint.) How will 
the rec know when such a nebulous line is 
crossed, and, more important, how will the 
Internet advocates know? 

Roger Stone, a former election lawyer 
who is director of political advocacy for Ju- 
no Online Services, says the rules are now so 
confusing that “even lawyers call special- 
ists.” In the case of NetizensForBradley.org, 
the specialist is the young Greg Laynor, who 
has read all the rec literature but still con- 
cludes that “it’s not clear if we're doing some- 
thing wrong.” Mr Stone says the commission 
must tailor its rules to non-lawyers like Greg, 
lest frustrated netizens “ignore the law and 
actat their peril, or throw up their hands and 
decide it’s not worth becoming politically in- 
volved.” 

The beginnings of a chill are already in 
the air. At the end of November Mr Mason 
complained that the rec had received only 
24 e-mails during the first two weeks of pub- 
lic comment. And at least one big political 
website said it would not submit comments 
for fear of attracting the regulators’ attention. 
sn a actin wan nell 


| 
| 
| 
| 
| 
| 


Hunting down political correctness | 


force in his own right, and demand is 
spreading to mainstream America. 

Is Henty a little bit too politically incor- 
rect for comfort? In “With Lee in Virginia”, 
the boy hero, on finding some scoundrel 
beating a black slave, seizes the whip from ` 
his hand. “You are a disgrace to Virginia, 
you ruffian,” he exclaims. 

Yet most Henty books portray col- 
oured people as simple-minded souls who 
are better off under the enlightened rule of 
the British. “With Lee in Virginia” is written 
from the point of view of the Confederacy. | 
Another book about America is called 
“Redskin and Cowboy”. The fact that so 
many people feel that they have to choose 
between politically correct yuckiness and 
Victorian imperialism surely suggests that 
there is a lucrative gap in the children’s 
book market. 
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ost trends are rooted in tradition. 


Ours is rooted in care, and runs deep through 
everything we do. So relax. Think 


your thoughts. And leave everything else to us. 
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Swissair. We care. swissair 


For information and booking visit our new homepage at Partner in Asia Miles, Enrich 
ss r www swissaircom or call your local travel agent and Qantas Frequent Flyer. 








A BANK IS LIKE 
A DIAMOND. 


It should have an edge. 
And it must stand the test 
of time. When you invest 
with BCV, you get over 150 
years of banking experience. 
Our approachable managers 
treat you more like a friend 
than a client. Designing an 
investment strategy that’s 
as individual as you are. 
Just like a diamond. Call us 
to discover our timeless 
approach to private banking. 
Our knowledge is priceless. 
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Hong Kong Representative Office: Suite 6303, Central Plaza, 18 Harbour Road, Hong Kong. Telephone: (852) 2519 8836. Facsimile: (852) 2583 9277, 








Tom Ridge, a new sort of Republican 


HE IS one of the most successful Republican politicians and a 
A possible running-mate for George W. Bush, if (as expected) 
George W. triumphs. It is something of an indictment of the party 
that few outside his home state have heard of him. But then Tom 
Ridge, the governor of Pennsylvania, is an unusual sort of Republi- 
can. Explaining why shows how much the party is changing. 

Mr Ridge comes of a working-class family from the steel mills 
of Erie, Pennsylvania. He went to Harvard. He served as a sergeant 
in Vietnam (returning to become the firstnon-commissioned Viet- 
nam veteran in Congress). This is not acombination you often see. 
His politics also makes nonsense of the conventional wisdom that 
says there are only two sorts of Republicans: abrasive social con- 
servatives and laisser-faire econ- 
omic ones. Mr Ridge fits into nei- 
ther camp. 

He is no social conservative, at 
least according to the abortion test. 
Catholic though he is, he has con- 
sistently supported abortion 
choice; this ruled him out as Bob 
Dole’s running-mate in 1996, and 
may hurt his chances again next 
year. On the other hand, he tire- 
lessly tries to persuade teenage fa- 
thers to stay with their children (he 
leads a nationwide programme on 
this) and is as tough as old boots on 
crime. His first act as governor was 
toconvene a special legislative ses- 
sion which produced a law in- 
creasing punishments for crimes 
against children and a “three- 
strikes” law against repeat offend- 
ers. He then reintroduced capital 
punishment to the state, signing 
over 100 death warrants. 

He is hardly a laisser-faire Republican, either. For example, he 
set up a programme under which the Commonwealth of Pennsyl- 
vania gives poor workers 50 cents for every dollar they save, up to 
$600. “To us [Republicans],” he admits, “it sounds odd for govern- 
ment to be involved in encouraging people to save.” To some in his 
party, “odd” would hardly be the word for it. “Completely mis- 
guided” might be better, or perhaps “socialist meddling in areas 
which government should leave alone”. Mr Ridge is unapologetic. 
He believes in governmental activism. “I get to do the stuff below 
the radar screen that makes a real difference to people’s lives. 
That’s why I like being a governor so much.” 

He is also strongly pro-business. “One of my biggest challenges 
was to change the perception that Pennsylvania was not a good 
place todo business,” he says. Since he took over in the Republican 
landslide year of 1994, he has reduced the business-tax burden by 
$3 billion, partly by tax-cutting and partly by regulatory reform. 
Pennsylvania is the first state in America to have fully deregulated 
both the electricity and the gas industries. But all this fiddling has 
not stopped Mr Ridge cutting income taxes, too. He has reduced 
state income taxes by about $2.6 billion and he has kept the rise in 
state spending to 30% in cash terms since 1995, a modest cut in real 
terms. 

In short, he is pro-business, sympathetic to the poor, a tax-cut- 
ter, prepared to intervene in some markets, and traditional-tough 
on some social issues, liberal on others. . 

Are there wider implications of his success? (Which in elector- 
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al terms has been considerable: in a state where Democrats heavily 
outnumber Republicans, he won re-election by 57% of the vote ina 
four-way race, the widest margin a Republican has ever achieved 
in Pennsylvania.) Itis tempting to say: No, he just has an unusually 
powerful political personality. “Relentless” might be the Ridge 
family motto. He numbers the indefatigable Teddy Roosevelt 
among his heroes and he quotes with affection and approval his 
shoe-salesman father’s advice that “if you're just relentless at pur- 
suing something, you'll get itdone.” 

But there are bigger reasons for his success: the blurring of the 
party’s traditional division between social and economic conser- 
vatives, and the re-emergence of a Republican centre. Fewer Amer- 
icans now say that they are angry 
with the government. Swing voters 
in the coming election are likely to 
be financially comfortable and po- 
litically moderate. 

The Pew Research Centre, a 
polling organisation, has recently 
invented a new typology. It divides 
registered Republicans into three 
groups: “Staunch Conservatives”, 
who are pro-business, morally se- 
vere, critical of the government 
and hostile to taxpayer help for the 
poor; “Moderate Republicans”, 
who are more sympathetic to gov- 
ernment action but no more toler- 
ant than the first group of state 
hand-outs for the needy; and 
“Populist Republicans”, who think 
that businesses have too much 
power, that the government 
should do more to help the poor— 
but who also share with Staunch 
Conservatives a general distrust of 
elected officials and a strict conservative morality. 

Whether or not you accept this exact categorisation, the point 
it highlights is that significant numbers of Republicans now take a 
positive view both of government and of helping the poor 
(though, paradoxically, groups who like the one do not necessarily 
like the other). More than that, it makes clear that Mr Ridge’s some- 
what contradictory views reflect contradiction and confusion on 
the part of voters themselves. He suits this new phenomenon-—not 
because he fits any of the groups’ profiles precisely (he doesn’t) but 
because he has something to offer everyone and because his prag- 
matic approach to government is more important than any ideo- 
logical differences. So Staunch Conservatives may not particularly 
like, say, his ideas for helping the poor, or his views on abortion, 
But they do not object all that strongly. And they like his pro-busi- 
ness views and his crime-reduction policies. 

The lesson is that it may no longer be possible to be successful 
from the confines of either social or laisser-faire conservatism. You 
need a broader, if fuzzier, appeal. That implies more policy toler- 
ance, more local experimenting and more ad hoc problem-solving, 
not only because voters want contradictory things but because 
different states will try out different ideas. It needs a shift of power 
from the relative single-mindedness of Washington, pc, to the in- 
coherence and ferment of 50 states. Mr Ridge wants that.“The new 
federalism that we seek,” he says, needs “a new Republican Party”. 
To be led, presumably, by George W. Bush—with the governor of 
Pennsylvania (abortion views permitting) at his side. 
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Coming this December from the World Bank 


Global Economic Prospects and 
the Developing Countries 2000 


Developing countries are now recovering 
from the worst ravages of the financial 
crisis of 1997-98, But the recovery is 
uneven and fragile. For the first time, this 
year's Global Economic Prospects 2000 
analyzes the trends.in poverty levels in 
developing countries. Global Economic 
Prospects 2000 provides essential 
information for anyone concemed with 
the economic developments shaping 
today's changing global economy. 


December 1999. Stock no. A14550 (ISBN 0-8213-4550-8). $25. 


To order in the UK contact: Customers Outside the UK contact: 
Microinfo Ltd., P.O. Box 3, Omega Park The World Bank, F.O. Box 960 

Alton, Hampshire, GU34 2PG Herndon, VA 20172-0960 

Tel: (44 1420) 86848 Tel: 703-661-1580 or 800-645-7247 or 
Fax: (44 1420) 89889 Contact your World Bank distributor 
e-mail: woank@microinfo.co.uk www.worldbank.org/publications 
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io part of its comprehensive program to reform and liberalize its 
telecommunications sector the 


GOVERNMENT OF GUINEA BISSAU 


REQUESTS EXPRESSIONS OF INTEREST FOR 
A CELLULAR LICENSE IN GUINEA BISSAU 


Hf From experienced cellular operators as part of an international 
bidding process that will be carried out in due course. The 
Government intends to issue at least one cellular license in a 
competitive manner as part of the reform process during the first 
quarter of year 2000. 





Contact details: 


Operators that wish to participate in the bidding process should 
send their Expressions of Interest with a background on their 
|} company to : 


Antonio Morais dos Santos, 
Ministry of Equipamento Social, Bissau, Guinea Bissau 
Tel # +245-203610; +245-203612 
Fax # +245-203611 
E-mail: mes@mail. bissau.net 


Moré information regarding the telecommunications sector, on- 
going reforms and copies of legislation can be obtained by 
contacting Mr. Fernando Lacerda, at Ministry of Equipamento 
Social, tel. # +245-212583; +245-203610 

Fax # +245-203611 and Internet address, mes@mail_bissau.net 














i The World Bank Institute (WBI) 
and The Center For Pacific Basin 
Monetary and Economic Studies 
of the 
Federal Reserve Bank of San Francisco 


Jointly announce a Global Seminar for Senior Policymakers on: 
Managing Capital Flows in a Volatile Financial Environment 
February 21-24, 2000, Bangkok, Thailand 


This seminar provides cutting-edge analysis of policy issues associated with capital 
flows and financial crises, with special focus on measures aimed at minimizing the 
potential risks that financial globalization creates. Pierre-Richard Agénor and Reuven 
Glick are co-directors of this four day seminar. Speakers include Amar Bhattacharya, 
Ramon Moreno, Helmut Reisen, Alfred Steinherr, Mark Spiegel in addition to several 
policymakers from East Asia. 

Topics include: 
Capital mobility and exchange rate regimes 
Financial derivatives and capital flows 
Policy options for managing capital flows 
Resolution of banking crisis: workouts and burden sharing 
Financial crises: causes and leading indicators 
Contagion, herding and international financial markets 
Sovereign Ratings and capital flows 
Bank regulatory policy and the prevention of financial crisis 
Managing financial crises: Lessons for policymakers 


» ë a woko t t t w E 


Targeted Audience: 
Senior officials from Central Banks, Ministries of Finance, financial regulators, 
managers from investment banks, and staff from International Financial Organizations 





For Applications or Information contact: 
Galina Voytsehovska, WBI 
Tel: 1-202-473-6463 Fax: 1-202-676-9810 
E-mail:Gvoytsehovska@ worldbank.org 
Visit our website: 
het:/Ayww 1 worldbank.ore/wbien/ 
Seminar Tuition is USD1,800 
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United Nations Education, 
Scientific and Cultural Organization 


SAP R/3 Implementation Partner 


UNESCO seeks a firm to act as integration partner 
in the implementation of SAP R/3 for its finance, 
budget and related applications. UNESCO employs 
2400 staff at its headquarters in Paris and some 70 
offices around the world. The project is scheduled to 
start in the second quarter of 2000 and to become 
operational in January 2002. The work will be mainly 
carried out in Paris and requires bilingual (French- 
English) personnel. 


From candidates responding to this advertisement, 
UNESCO will invite a limited number of firms 
to receive requests for proposals. Firms wishing to 
be candidates must fill in an electronic form available 
on the UNESCO Internet homepage 
http://www.unesco.org/ERP before 30 December 1999. 


Applications will be accepted only by this method. 





THE AMERICAS 


The big fight over a small 


Cuban 


HAVANA AND MIAMI 


Behind the custody battle for Elian Gonzalez lies Cuban frustration and 
American confusion over immigration policy 


IDEL CASTRO never seems happier than 

when he is embroiled in a fight with the 
United States. With 40 years’ experience, Cu- 
ba’s president is a past master at the manu- 
facture and management of crises—al- 
though more often than not he receives 
ample help from the tortuous contradictions 
of the United States’ policy towards his is- 
land. This week he embarked on a fresh bat- 
tle against his old enemy. This time it is one 
that hecan probably win. 

Mr Castro has turned intoa national cru- 
sade a demand for the return to Cuba of 
Elian Gonzalez, a young boy rescued off the 
coast of Florida last month by fishermen, 
when a boat carrying 14 would-be Cuban 
emigrants overturned, killing 11 of them. 
After seeing his mother and stepfather 
drown, Elian survived two days at sea cling- 
ing to an inner tube. For the American au- 
thorities, he arrived as an unaccompanied 
minor. They gave him to a great-uncle and 
great-aunt in Miami, who started a cam- 
paign for him to stay. But Elian’s father, Juan 
Gonzalez, backed by all four grandparents, 
says that his ex-wife took his son out of Cuba 
without his permission, and he wants him 
back. Immigration officials in Miami decid- 
ed that a Florida state court should rule on 
Elian’s fate, a procedure that Cuba rejects 
(and some American legal experts question). 

On both sides of the Florida strait, this 
human tragedy has quickly become much 
more than a custody battle. The Cuban- 
American National Foundation, the most 
militantly anti-Castro exile group, has seized 
on Elian’s plight as a symbol of communist 
oppression. Separation from his father 
would be more than made up for by the ma- 
terial advantages of life in Miami, the exiles 
argue. Television pictures showed the boy 
showered with toys on his sixth birthday 
this week, as well as moving images of his 
mother’s funeral. In Havana, meanwhile, 
thousands of demonstrators rallied on sever- 
al nights this week outside the United States’ 
diplomatic mission, in the biggest such prot- 
ests for two decades. Mr Castro gave the Un- 
ited States 72 hours to return the boy, an ulti- 
matum he later described as just “wise 
advice” and which expired without imme- 


THE ECONOMIST DECEMBER 11TH 1999 


diate consequence on December 7th. In Cu- 
ba, as in Miami, Elian’s picture is brandished 
on placards. 

The issue comes at a moment when Mr 
Castro has been almost visibly seething with 
frustration against the United States. Last 
month’s Ibero-American summit in Havana, 
which brought together leaders from Latin 
America, Spain and Portugal, did not pro- 
vide the diplomatic triumph Mr Castro had 
hoped for. On the contrary, he was criticised 
by several of his guests over Cuba’s lack of 
democracy and human rights; half the visit- 
ing delegations held meetings with dissi- 
dents (whom Mr Castro sees as American- 
backed traitors). Cuban officials blamed all 
this on the Americans. To make matters 
worse, Mr Castro was furious that he could 
not dare to attend the wro meeting in Seattle, 
because of a campaign by Cuban exile lead- 
ers to seek his arrest should he alight on 
American soil, 

Elian’s case has allowed Mr Castro to 
focus attention on the contradictions in 
American immigration policy. Increasing 
numbers of Cubans are leaving the island by 
paying up to $9,000 each to smugglers who 
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Will Elian return to his former school? 


come from Florida. In the 12 months to Sep- 
tember, American officials recorded 305 
landings, involving 2,674 people (mostly Cu- 
bans); that is more than twice the numbers 
detected the previous year. Officials believe 
over four-fifths of the landings are the work 
of professional smugglers. Coastguards have 
intercepted a further 1,276 Cubans at sea so 
far this year. 

Mr Castro fumes that the United States’ 
immigration laws, which give Cubans who 
reach American soil automatic residency, 
fuel this risky trade. He also denounces Flori- 
da’s courts for being soft on smugglers. More 
seriously, he accuses the United States of 
breaking a 1994 agreement that was sup- 
posed to discourage would-be migrants 
from risking their lives by trying to reach 
Florida in flimsy rafts. Under this, anyone in- 
tercepted by coastguards at sea is supposed 
to be returned to the island. That did not 
happen with Elian, or in several other cases. 

How far will Mr Castro push his latest 
campaign? Ironically, Cuban and American 
officials are due to meet on December 13th 
for routine six-monthly talks on the migra- 
tion issue, Ricardo Alarcon, who heads the 
Cuban delegation at these talks, initially said 
the 1994 agreement was in “very serious 
jeopardy”. If Cuba were to stop implement- 
ing it, a new mass exodus to Florida, of the 
kind that has occurred periodically over the 
past four decades, would probably follow. 
Certainly, some among the disaffected Cu- 
bans who want to leave are once again talk- 
ing about building rafts. 

Yet neither government wants such an 
exodus. So Mr Castro may yet have the op- 
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ie Rican 
With new friends in Miami 


portunity to show his prowess at defusing 
crises. In this, he may be helped by the State 
Department. On December 7th, it said that it 
recognises Mr Gonzalez’s parental claim. 
The next day President Bill Clinton said that 


Mexico 





“all fathers would be sympathetic” to Mr 
Gonzalez’s demand. 

In seeming to be about to drop any re- 
quirement that Mr Gonzalez should go to 
Florida to claim his son, the State Depart- 
ment appeared be on firmer legal ground 
than the Miami immigration service. Under 
Florida law, Mr Gonzalez is the natural 
guardian of his son, and his rights to custody 
prevail over any other considerations, in- 
cluding immigration laws, according to Ber- 
nard Perlmutter, of the University of Miami 
law school. Even if his Miami relations try to 
make Elian a ward of court, they would 
probably fail. There is no evidence that he 
had been neglected by Mr Gonzalez. Despite 
their divorce, his parents reportedly re- 
mained close, and Elian frequently spent the 
night with his father. 

Assuming they do decide to send Elian 
home to Cuba, the American authorities will 
first have to persuade his Miami relations to 
hand the boy over. That could prove tricky. 
Already, Mr Castro's theatrical campaign 
has exposed divisions between the authori- 
ties in Washington and in Miami. That, rath- 
er than overturning the immigration agree- 
ment, may have been his intention all along. 
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Digging up police skeletons 


CIUDAD JUAREZ 


ONG-SUFFERING Mexicans are used to 

hearing that their police are also crimi- 
nals. Take two of this week’s news stories. 
First, a policeman in Mexico city was arrest- 
ed after snatching a baby girl from her moth- 
er's arms, and despite an attempt to free him 
by four carloads of his colleagues. Then five 
cops in the south-east were apprehended 
over the kidnapping for ransom of a dentist. 
So when, at the end of last month, investiga- 
tors began digging up mass graves ona ranch 
near Ciudad Juarez,on Mexico's border with 
the United States, the news that policemen 
may have been involved in “disappearing” 
some of the victims was no great surprise. 
Rather, it showed that one of the toughest 
challenges facing Mexico's incipient democ- 
racy is to equip itself with police forces wor- 
thy of the name. 

The search by some 600 Mexican police- 
men and troops, aided by 65 ri agents, has 
so far unearthed eight bodies. The diggers 
could be at work for weeks at several ranches 
scattered in the desert south of the city. They 
are acting on tip-offs from informants. The 
dead, two of whom have already been iden- 
tified as Frei informants, are believed to be 
victims of the Juarez drugs mob. Several had 
adhesive tape over their mouths and noses; 
some may have been buried alive. Investiga- 
tors say they expect the graves, now guarded 
by troops, to yield up to 100 bodies. 
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The Juarez mob is still one of the biggest 
drug-trafficking outfits in Mexico, despite 
the death two years ago of its leader, Amado 
Carillo Fuentes, while undergoing plastic 
surgery. Not only does it supply a large part 
of the cocaine crossing Mexico’s northern 
border, but it is responsible for hundreds of 
murders, according to officials at the 
United States’ Drug Enforcement Ad- 
ministration. 

Ruthless brutality is hardly un- 
known among drug traffickers. The 
bigger questions concern the complic- 
ity of Mexico’s police with the killings, 
and the subsequent cover-up. For 
years, relations of the disappeared 
have been “humiliated and lied to” by 
local and federal officials acting in col- 
lusion with the traffickers, according 
to Jaime Hervella, who has founded 
an association for the families. His 
group has a list of almost 200 missing 
people, many of whom it believes 
were abducted by the local police. 

Human-rights groups have long 
argued that many of Juarez’s police are 
in the traffickers’ pay. Mexico’s attor- 
ney-general, Jorge Madrazo, has ac- 
knowledged that corruption at the 
border is indeed widespread. Perhaps 
tellingly, both Juarez and Chihuahua 
state police have been excluded from 





the current investigation, some of them re- 
duced tostanding outside the ranches asking 
reporters for the latest information. But po- 
lice from the federal attorney-general’s office 
(known as the rer) who were operating in 
Juarez from 1994 to 1996 may also have been 
responsible for some of the disappearances, 
Mr Madrazo has admitted. 

Some of the disappeared were probably 
drug traffickers. And some of their abductors 
may have been over-zealous, rather than 
corrupt, cops. Even so, such disregard for the 
law is a sign of flaws in Mexican policing 
which go far beyond Juarez. 

A police career, especially in the force at- 
tached to the pcr, has long been seen as “a 
guaranteed way to get power, money and 
women,” says Sigrid Arzt, a former PGR offi- 
cial who is now at cipe, a Mexico city gradu- 
ate school. At federal level, at least, reform 
has begun. PGR recruits must now undergo 
lie-detector, psychological and drugs tests; 
they are trained for 18 months instead of 
four. Pay is better. It is now normal practice to 
check that would-be policemen have no 
criminal records. In the past, senior PGR offi- 
cers would pay bribes to be posted to drugs 
hot-spots, where the protection fees are lu- 
crative. Nowadays, such posts are rotated on 
a regular basis. 

But some promised changes have been 
slow to happen. For instance, a full national 
database of police was proposed four years 
ago, to prevent agents sacked from one of the 
70-odd local, state and federal police forces 
being hired by another. Mr Madrazo an- 
nounced in July that over 1,600 officers had 
been suspended or fired from the PGR since 
he took office in 1996. But only 133 of them 
were then arrested; without the database, 
those dismissed may sneak back into a po- 
lice force elsewhere. 

Critics argue that police criminality can- 





Your friendly community policeman 
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not be blamed only on such shortcomings as 
lack of training or corruption. Prosecutors 
and judges too readily accept evidence ob- 
tained illegally, such as by torture, giving the 
police an incentive to seek it that way. This 
week, after a suspected kidnapper died in 
custody, the human-rights commissioner 
for the western state of Jalisco accused the 
state attorney-general’s office of usinga regu- 
lar “system of torture” to extract confessions. 
Itis not clear whether any action will follow. 

Reform of judicial procedure has been 
more haphazard than that of the police. In 
1993, for instance, a constitutional change 
was approved to strengthen suspects’ rights. 
But the pcr complained that this required it 
to-all-but-prove its case just to get an arrest 
warrant, and hinted that this made it more 
likely that the police would behave improp- 
erly. This year, the reform was more or less 
reversed. Another legal change this year 
makes it easier for prosecutors to use evi- 
dence obtained under duress. 

If there is any bright spot in the Juarez 
graves, it is that Mexico invited the United 
States’ Fer to help. That was because over 20 
Americans may be among the bodies still be- 
ing sought. Even so, it meant ignoring the 
usual grumblings about “sovereignty” from 
nationalist politicians. It shows that cross- 
border police T is indeed possi- 
ble. It may be a long while before it stops be- 
DE 
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Mercosur 


Becalmed 


MONTEVIDEO 


T HAS been a rough year for Mercosur, 
South America’s main trading block. Re- 
cession and Brazil’s January devaluation 
have combined tocut trade within the group 
by some 30% compared with last year’s $22 
billion (up from $4 billion in 1990), and have 
prompted Argentina to impose import 
curbs. So it was not unexpected that Merco- 
sur’s four presidents (Uruguay and Paraguay 
are also members) ended their latest twice- 
yearly meeting~-this one in Montevideo— 
on December 8th without solving their most 
_ pressing problem: how to liberalise their cur- 
rent scheme for managed trade in cars and 
car parts, which runs out at the end of this 
month. But they did take some modest steps 
towards aligning their economies more 
closely, to prevent future turbulence. 
They agreed on three measures 


to harmonise their national statistics, 


to make comparisons easier. Second, |- +939 forecasts, incluaing interest payments 
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| Pot hetsi in n Venezuela 


CARACAS 


ANGING household pots and pans in 
an evening serenade is a characteristic 
form of anti-government protest in Latin 
America. But in Venezuela it had not been 
heard since the days of President Carlos 
Andres Perez, impeached for corruption 


in 1993. This month, the 
clanging began again in 
middle-class districts of 
Caracas. Its target is the 
current president, Hugo 
Chavez, a leftish, nation- 
alist ex-paratrooper and 
former coup-leader, and 
his proposed new con- 
stitution, which oppo- 
nents denounce as au- 


Far more than the draft constitution, 
which few have read, the referendum will 
be about Mr Chavez himself. The opposi- 
tion lacks serious challengers, so the presi- 
dent can argue that the choice lies be- 
tween himself and chaos. Such is the 


discredit of his oppo- 
nents that a loud No 
campaign from private 
business, some Catholic 
bishops and, especially, 
representatives of what 
remains of the once all- 
powerful traditional po- 
litical parties could even 
prove to be markedly 
counter-productive, 





thoritarian. 

| This constitution 
will be put to the voters 
in a referendum on De- 
cember 15th. Despite all the noise, and bar- 
ring any last-minute surprise, opinion 
polls suggest Mr Chavez has little to fear. 
Better-off Venezuelans make up little 
| morethan a fifth of the electorate, and Mr 
| Chavez's support among the poor re- 
| mains fairly solid. 


Anyway, Mr Chavez 
has an answer to the ca- 
cerolazos, as the pot- 
banging sessions are 
known. His supporters have responded to 
his call to drown them out by banging 
even larger pots, mondongueras, which 
hold enough tripe stew tocater for a neigh- 
bourhood. If nothing else, Mr Chavez’s | 
“peaceful revolution” is becoming an in- | 
creasingly noisy affair. | 














next year will heal a rash of trade disputes, 
mainly involving Argentine complaints 
about the supposed “dumping” of products 
by Brazilian firms that now enjoy a big cost 
advantage. In the latest row, an Argentine 
judge last month imposed quotas on im- 
ports of Brazilian chicken on the ground that 
The finance ministers argued thatasetof it was being sold at “ridiculous” prices. Brazil 
common economic targets, such as those in is threatening toobstruct some Argentine ex- 
the Maastricht treaty, will emerge naturally ports if the decision is not reversed. 
from this. Such Mercosur-wide targets Several such disputes, involving steel, 
would help each country push through do- paper and shoes, have been “solved” by the 
mestic reforms, Mr Cardoso hopes. Another Brazilian government's efforts to encourage 
aim, he says, is to discourage Argentina from its industrial bodies to reach voluntary deals 
simply scrapping its currency and adopting with their Argentine counterparts, setting ei» 
the dollar—-a measure its new president, Fer- ther import quotas or minimum prices or 
nando de la Rua, who was due to take office both. Brazil now worries that such suppos- 
on December 10th, has refused to rule out.In edly temporary protection will stick. 
the long term, said Pedro Malan, Brazil’s fi- Luiz Felipe Lampreia, Brazil's foreign 
nance minister, Mercosur might adoptasin- minister, complains that Argentine indus- 
gle currency based on a basket of the dollar, tries did not restructure enough when times 
the euro and the yen. were good. There is now a “potential danger” 
More immediately, Mercosur’s leaders that they will squander the further breath- 
must hope that a return toeconomic growth _ing-space afforded them by protection. Hav- 
ing allowed industrial lobbies to 


standards for “fiscal responsibility”: that is, 
legally mandated limts on public spending. 
Third, at future summits each country will 
have to report on its efforts to achieve econ- 
omic stability. Chile and Bolivia, the two as- 
sociate members of Mercosur, will be invit- 
ed to take part. 









trend, there is little point in trying to 
align their economic policies. 








to lay the foundations for what Bra- | Divergent paths | seize control of the trade agenda, 
zils President Fernando Henrique | Consumer z | Mercosur’s politicians risk seeing un- 
: ha mini arian ; es, Short-term: -Fiscal =| ; 
Cardoso calls “a mini Maastricht”, ee sation past pric jees, oange ortar ‘nee | done much of the progress they had 
meaning a local version of the treaty $2 months, % -12 months, % rates, %  % of GDP | made towards free trade within the 
that led to the euro. First, they will try Argentina : 0 ; ae AT : : a group. Unless they can reverse that 
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they will try to establish common 
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Sierra Leone’s uncertain 


path to peace 


PORT LOKO 


Five months after the signing of a peace agreement, Sierra Leone is still under 
the shadow of one of Africa’s nastiest rebel movements. In East Africa—see 


next story—hopes may be rising 


N THE face of it, it might have been a 
holiday camp for hyperactive teen- 
agers. Hundreds of rebels from Sierra Leone's 
Revolutionary United Front (ruF) had come 
out of the bush, given up their weapons and 
assembled at a camp just outside the tiny 
town of Port Loko. The unarmed United Na- 
tions observers were edgy—these people, or 
their comrades, have butchered civilians, 
burnt villages and chopped off 
their victims’ hands—but the 
atmosphere was not violent. “I 
was fighting for my rights,” 
said Alusine Kargbo, who 
looked about 13 but claimed to 
be 21, “for free education, free 
medicine, free accommoda- 
tion and a job.” But now “Pap- 
py”,as the rebels’ leader, Foday 
Sankoh, is known, had told 
him and his colleagues to dis- 
arm. Meanwhile, they wanted 
their money. They had been 
promised $150 (in local curren- 
cy) on arrival at the camp and 
$150 a couple of months later, 
to help them re-enter civilian 
life. But they wanted it all now. 
Port Loko is Sierra Leone in 
microcosm. Next to the rebels’ camp is a 
camp for their victims. Nearby is another for 
militiamen who tried todefend them against 
rebel attacks. And at the Roman Catholic 
church in town isacentre for the rebels’ child 
fighters. Nearly 100 are there already. Thou- 
sands more remain in the bush. There is no 
sign of the government officials who are sup- 
posed to be running these camps. They are 
guarded by Nigerian troops and supervised 
by UN monitors. 

On the roads outside the town, gangs of 
dubious loyalty or none rob and kill travel- 
lers. Earlier this month, Nigerian troops 
brought in the bloody survivors from among 
a busload of people who had tried to make a 
dash to the capital, Freetown. Three lay 
moaning, clutching bullet wounds. Raiders 
had shot up their bus and stolen their mea- 
gre belongings. Similar attacks happen daily. 

Francis Okelo, the un’s departing special 
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representative for Sierra Leone, says the 
peace process is on track. It is hard to be so 
optimistic. The agreement signed last July 
gives a blanket amnesty even for crimes 
against civilians. President Ahmed Tejan 
Kabbah was at his weakest when he put his 
name to it. He saw it as a compromise. Mr 
Sankoh saw itas the articles of surrender. 

If the government had the political will 





No holiday camp 


and an army to enforce it, then the political 
vacuum at the heart of Sierra Leone might be 
filled and order restored; but the govern- 
ment is weak, and it has no army. British ser- 
vicemen are trying to train a new one, but it 
will take time. Successive attempts to rebuild 
it in the past have failed. 

On December 8th, 350 Kenyan peace- 
keepers arrived, joining the 130 already there 
to form the nucleus of a un force of 6,000 
which is due by year’s end. But the un sol- 
diers are not coming to enforce the peace 
treaty. That job is supposed to be done by a 
Nigerian-led force of West Africans. The Ni- 
gerians, who have been in Sierra Leone for 
eight years, are tired of this war. More than 
1,000 of their men have been killed, most of 
them in battles to clear the rebels and their 
allies out of Freetown. They feel let down by 
the rest of the world, and are unlikely to sac- 
rifice their soldiers’ lives again. 


So peace depends on the political lead- 
ers. Here again the omens are grim. President 
Kabbah is honest and sincere but, as a for- 
mer UN bureaucrat, he is used to structures 
and rules. Neither exist in Sierra Leone today. 
The government's writ extends no farther 
than the outskirts of Freetown and it lacks 
the means, even if it had the will, to extend it. 
Mr Kabbah is out of his depth. 

Apart from Britain, few countries are 
helping to reconstruct or develop Sierra Le- 
one, though some are giving humanitarian 
aid. The ımr says it cannot help because the 
country owes $11m in debt repayments. 
Time is short if Sierra Leoneans are to be per- 
suaded that peace can bring prosperity. 

Meanwhile, Mr Sankoh’s political power 
swells by the day, puffed up by everyone's 
efforts to keep him sweet. Mr Kabbah leads 
the way. When Mr Sankoh kept Madeleine 
Albright, the American secretary of state, 

waiting for hours during a re- 
cent visit, it was Mr Kabbah 
who made apologies. In cabi- 
net, he urges ministers to make 
allowances for the rebel chief. 
Mr Sankoh, who was an 
army corporal not long ago, re- 
lies alternately on charm and 
bullying to get his way. Mis- 
trustful of anyone with educa- 
tion, he tends to say whatever 
suits him at the time. In an in- 
terview with The Economist 
last week, he asserted, alter- 
nately, that the peace agree- 
ment would be implemented 
_ in full,and then that it was just 
“a scrap of paper”. He said that 
his fighters would have to be 
persuaded to leave the bush, 
and then that they did everything he or- 
dered them to. 

Mr Sankoh has now formed a political 
party. Yet his chief lieutenant, Sam Bockarie, 
known as “Mosquito”, remains armed, out 
in the bush. Is he defying Mr Sankoh’s order 
todemobilise, or is he Mr Sankoh’s insurance 
policy if he chooses to go back to war? M1 
Sankoh’s mentor, Charles Taylor, won the 
presidency in next-door Liberia by threaten- 
ing to take up arms again if people did not 
vote for him. No doubt Mr Sankoh will make 
the same threat in the election due in 2001. 

Will Sierra Leoneans give in to him foi 
fear of the consequences if they reject him: 
Perhaps. Ata camp for amputees on the out 
skirts of Freetown, it is easy to understanc 
why they might. Many of the occupant: 
there say the rur hacked off their hands foi 
voting for Mr Kabbah in the 1996 election. 

= == e 
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Uganda and Sudan 


Call off the dogs of war 


KITGUM AND BUNDIBUGYO 


A new peace agreement may bring to an end 13 years of 
war in northern Uganda. But, in the west of the country, 


such prospects remain bleak 


Te red earth road leading into Kitgum, a 
town near Uganda's border with Sudan, 
has long been perilous. Parts of it used to be 
mined. High, thick grass reaching to the 
road’s edge made ideal cover for guerrillas. 
Today, roadside huts and farms still lie aban- 
doned. Yet, these days, children in neat 
school uniforms throng the road. In a coun- 
try where, in the districts of Kitgum and Gu- 
lu, over 10,000 children have been abducted 
by bandits from the Lord’s Resistance Army 
(LRA) in the past five years of a 13-year war, 
this is a potent sign of confidence. 

Hopes that an end to the fighting might 
be in sight were raised on December 8th, 
when Uganda’s President Yoweri Museveni 
and Sudan’s President Omar el Bashir signed 
an agreement to stop rebel activity on each 
side of their common border. Meeting in 
Nairobi, the capital of Kenya, they agreed to 
disarm terrorist groups, respect each other's 
borders, cease supporting rebels, return pris- 
oners of war and offer an amnesty to those 
who renounced the use of force. Though no 
rebel groups were named, enabling both 
leaders to continue the myth that neither 
supports insurrection, it was the first time 
since talks failed in 1997 that the pair had 
reached agreement on anything. 

Sudan wants Uganda to stop backing 
John Garang’s rebels in Sudan's civil war. For 
its part, Uganda is keen to redirect its soldiers 
away from fighting the LRA, whose camps, 
financiers and sponsors are in Sudan, tonew 
conflicts in the west of the country. The un- 
official deal is that the Sudanese should tell 
the LRA and other rebels to lay down their 
arms, in return fora matching order from the 
Ugandans to Mr Garang’s lot. 

What chances does this agreement have 
of translating into peace on the ground? Ina 
gesture of good faith on December 7th, the 
day before the peace deal was signed, Ugan- 
da’s parliament at last passed an amnesty 
bill for rebels who surrender: turn in within 
six months, and you will face no trial for trea- 
son. This could tempt many of the estimated 
5,000 LRA fighters, if not their commanders, 
togo home. 

Already, morale in the LRA is low. Many 
LRA fighters have escaped, including some 
child soldiers. Joseph Kony, the rebels’ mys- 
tic leader, is a spent force, according to two 
former LRA members now in Uganda. “Kony 
said the spirit in him is leaving him and is 
passing to another,” one claims. There are ru- 
mours that he is H1v-positive, and seriously 
ill. The rebels are said to lack food and equip- 
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ment. Their job has cer- 
tainly been made har- 
der by the Ugandans’ 
efforts to fortify the 
border. A new fence 
has been strung 
along the frontier 
with Sudan, forcing raiding Lra guerrillas to 
cross on a far more arduous mountain route. 

Even if peace holds in Uganda’s north, 
however, trouble is spreading in the west. In 
the town of Bundibugyo, near the border 
with Congo and tucked behind the Ruwen- 
zori mountains, there are few signs of hope. 
Villages in the grassy hills, where rebels from 
the Allied Democratic Forces (ADF) camp 
out, are abandoned; terraces are overgrown; 
most roads are deserted. The place is dotted 
with soldiers, refugee camps and guns. 

With just a few hundred people, noclear 
goal, confused leadership and in difficult ter- 
rain, these rebels are waging a small, but da- 
maging, war. They have killed about 300 
people this year. Since 1996 ,when they be- 
gan fighting, over 100,000 civilians—nearly 
80% of the local population—in the Bundi- 
bugyo district have been displaced. Flooded 
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with refugees, the town of Bundibugyo has 
grown fivefold in three years. In recent 
weeks, aprF rebels have attacked civilians in 
refugee camps. Disaffected locals now talk 
of Ugandan soldiers as their protectors. 
Uganda accuses Congo (and Sudan) of 
arming and supporting the rebels, just as it 
did two years ago when it sent troops across 
the border. Today, Ugandans are busy im- 
proving the road that leads into Congo, and 
Ugandan soldiers are patrolling heavily. If 
peace were to take hold in the north, even 
more of them would be free to move west. 
Itis a big if. Even as this week’s peace deal 
was being signed amid much fanfare in Ke- 
nya, the rebels’ Mr Garang was ensconced in 
Kampala, the Ugandan capital where he is so 
at home. Another peace deal, he snorted to 
The Economist: there was nothing new in 
that, and he would pay it little attention. 
— = 





Tanzania 


Restless in Zanzibar 


ZANZIBAR 


HETHER on t-shirts, cal- 

endars or magazines, the 
face of Julius Nyerere is all over 
Tanzania. People still talk of the 
mwalimu (teacher), who died 
back in October, with deep af- 
fection. But there is also a hint of 
relief: the old man is gone, so 
now is the time for the new. 

In fact, Nyerere stepped 
down as Tanzania’s president 15 
years ago and watched as the 
country abandoned his ideas of African so- 
cialism, and held its first multi-party elec- 
tions in 1995. The country’s second such set of 
elections, presidential and parliamentary, 
will be held next October. No big changes on 
the national scene are expected. Nyerere’s 
Chama Cha Mapinduzi (ccm) party is likely 
to retain most of the seats in parliament, and 
its leader, Benjamin Mkapa, will probably be 
re-elected president. 

Many Tanzanians, especially in the 





Teacher man 


countryside, still equate the 
party with government, and 
fear that a strong opposition 
would upset their great achieve- 
ment: political stability. Tanza- 
nia, where all speak Swahili, has 
largely avoided the sectarian 
violence that plagues so many 
of its neighbours. 

Except, that is, in Zanzibar. 

With its neighbour, Pemba, the 
island of Zanzibar was briefly 
independent in 1963-64. But Nyerere sent in 
troops to restore order after fighting in the is- 
lands in which 20,000 people were killed, 
and union with the mainland, Tanganyika, 
quickly followed in 1964. 

Nyerere’s death, say Zanzibaris, has 
opened the way for rethinking that union. At 
the moment, Zanzibar is governed both by 
the union government from Dar es Salaam 
and by its own president, ministries and par- 
liament, while the mainland has only the 
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union government. In 1993, under pressure 
from mainlanders demanding an equal say, 
the union parliament passed a law to give 
the mainland and Zanzibar identical forms 
of autonomy. But, at Nyerere’s urging, this 
was never enacted. 

The restive Zanzibaris fear they are being 
swallowed up by Tanganyikans. But at Nyer- 
ere’s funeral Mr Mkapa said that those who 
dared to break the union would be dealt 
with severely. His spokesman recently went 
a step further, suggesting that Zanzibar 
should have less autonomy, not more: “Zan- 
zibar should have an identity, but not a gov- 
ernment. Why should we talk of the govern- 
ment of Zanzibar? Our goal is towards one 
government,” he declared. 

Such talk stirs up ill-feeling on the is- 
lands. Wolfgango Dourado, an outspoken 
Zanzibari judge, says there will be an explo- 
sion if the mainlanders try to silence dissent. 
Graffiti on the alley walls of Zanzibar’s old 
town compare the lot of Zanzibaris with 
“Chechny”. 

That goes absurdly far, but Zanzibar has 
had a turbulent few years, and the govern- 
ment wants to quieten things down. Like its 
cobbled alleys, politics in Zanzibar twists 
and turns in deceptive ways. There is a seri- 
ous opposition party, the Civic United Front 
(cur), which campaigns on union issues and 
is relatively weak on the mainland. It won 
Zanzibar’s 1995 presidential election, though 
the result was turned on its head when Nyer- 
ere said he could not tolerate it. So the voting 
figures were massaged and the local ccm 
man, Salmin Amour, was retained in office. 

For four years after that, the cur boy- 
cotted the Zanzibari parliament, and inter- 
national aid to Zanzibar was suspended. Al- 
though the Commonwealth has now 
brokered a compromise, there are fears for 
next year’s elections in Zanzibar. There will 
be civil war, declares Sharif Hamad, the 
cur’s leader, if they are also rigged. 

On November 30th, the cur marked the 
second anniversary of the arrest of 18 of its 
members, including four local legislators 
charged with treason. Detained after the cur 
won a by-election in 1997, they have yet to be 
tried. Amnesty International calls them po- 
litical prisoners; the Zanzibari government 
claims they were importing guns and uni- 
forms. The local people showed whom they 
believed:a protest rally by the cur on the an- 
niversary brought out several thousand peo- 
ple, despite heavy rain. 

Mr Amour, Zanzibar’s president, was 
once described by Nyerere as a hippopota- 
mus for his galumphing political tactics. He 
hopes to change Zanzibar’s constitution so 
that he can run for a third term, and is ready 
to lock up opposition members to get his 
way. Moreover, he is influential in the ccm 
on the mainland: President Mkapa needs 
Zanzibar’s support to be sure that the ccm 
will back his own re-election next year. 
= 
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Palestinians 


Silenced 


NABLUS 


S PART of Bethlehem’s millennium cele- 
brations, Samih Qassem, a Palestinian 
poet, was awarded a prize by Yasser Arafat. 
The writer said that, despite the honour, he 
would still use his pen to correct any mis- 
takes the Palestinian leader made. “Not only 
with your pen,” replied Mr Arafat in jest, 
handing him a pistol. “You can correct me 
also with this.” Mr Qassem politely declined 
the offer. But there are others in the West 
Bank and Gaza who might not have done. 

Palestinians are recovering from one of 
those periodic bouts of tension that seem to 
be an inevitable part of Mr Arafat's rule. The 
cause this time was not the hunt for mem- 
bers of Hamas, the main Islamist opposition 
to Mr Arafat in the areas run by his Palestin- 
ian Authority (Ppa). It was rather his response 
to a ferocious declaration issued last month 
against his rule, signed by 20 Palestinian aca- 
demics and legislators, including some from 
his Fatah movement. 

The statement aired the belief, now quite 
widely held, that the Oslo search for peace is 
nothing but a “conspiracy” against Palestin- 
ian national aspirations. It also declared that 
pA leaders were guilty of “corruption, hu- 
miliation and abuse against the people”. But 
its main charge was that the president him- 
self was ultimately to blame. It was this that 
so enraged Mr Arafat. 

The Palestinian leader promptly ordered 
his security forces to arrest without charge 11 
of the signatories, three of whom have since 
been released, and told Fatah to stage “loy- 
alty” demonstrations in Ramallah and He- 
bron. He then dragooned the elected, but in- 
creasingly meek, Palestinian Legislative 
Council into condemning the signatories for 
“incitement”, amid hints that they were in 
the pay of Syria and other “foreign powers”. 

The climate of fear this produced swiftly 
took its toll. On December ist, one of the sig- 
natories, Mouawiyah Masri, a legislator from 
Nablus, in the West Bank, was shot in the leg 


by three masked gunmen. But even without 
that incident, Mr Arafat’s show of strength 
would have served only to fortify the char- 
ges made in the statement, and to galvanise 
what had been a quiescent opposition. Ha- 
mas took to the streets in Nablus in defence 
of Mr Masriand,on December sth, five of the 
eight signatories still in jail began a hunger 
strike. 

What is behind Mr Arafat’s increasingly 
autocratic behaviour? Most Palestinian ana- 
lysts put his outburst down to the fact that 
the declaration exposed just how narrow his 
base of support has become: it consists 
mainly of his Fatah movement and, as the 
statement showed, not even all its members. 
Mr Arafat can hardly be ignorant of his peo- 
ple’s concern about the patronage, graft and 
lawlessness that seem to pervade his system 
of government. Only last month, Palestin- 
ians in Gaza demonstrated against price 
rises in bread, fuel and public transport. 
Their ire was directed not at Israel’s closure 
policies, which still confine the strip, but at 
the pA-run monopolies that control these 
goods and services and, in particular, at the 
cabal of presidential advisers and pa security 
chiefs that grows mysteriously rich from 
them. Sensing the breeze, the president is- 
sued a “decree” to lower the prices. 

There is little prospect that the style of 
rule will change. The emerging political sys- 
tem in the West Bank and Gaza, according to 
Khalil Shikaki, a Palestinian political scien- 
tist, is “an authoritarian one in which the ex- 
ecutive (ie, the president) dominates the leg- 
islature and the judiciary.” Mr Shikaki argues 
that “in such a system, there is no way 
change can come from above”. 

Few Palestinians would disagree. With 
decisions on Jerusalem and refugees loom- 
ing in the “final-status” talks with Israel, Mr 
Arafat’s every instinct will be to concentrate 
power further and to lash out at all dissent, 
constructive or otherwise. Yet, without any 
improvement, autocratic rule will only “de- 
fer the explosion”, predicts Mamdour Nofal, 
a member of the po central council and an 
old colleague of Mr Arafat's. When it comes, 
that will make the fuss over the declaration 
seem trivial indeed. 
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Russia's merciless war 


MOSCOW 


As the war in Chechnya grinds on, the costs are still mostly invisible to the 
Kremlin and the benefits pretty plain—at least for now 


T IS all, so far, going according to plan. Rus- 

sia is winning with few casualties. The 
Chechens are losing with lots. The govern- 
ment is hugely popular as a result, and the 
West has decided not to get involved. That, at 
least, is the official version, and not all the ev- 
idence is against it. 

Start with the war. Russia is clearly win- 
ning, in the sense that it is capturing town 
after town. On December 8th, the Russians 
said they had captured Urus-Martan, south- 
west of Grozny. Only Shali, Vedeno and 
some settlements in the mountainous south 
are still in rebel hands. The Russians’ capture 
this week of Argun, Chechnya’s third-big- 
gest town and a rebel stronghold, demon- 
strated tactical superiority: heavy weapons, 
chiefly artillery and rockets, reduced the city 
to ruins. When the Chechens withdrew, the 
Russians moved in. In other towns, notably 
Gudermes, the second-largest, the locals had 
even asked the fighters to leave in order to 
prevent further casualties. 

So Grozny is now besieged from almost 
all sides, Leaflets dropped by Russian air- 
craft warn the remaining population to leave 
or surrender by December uth, although, 
after western protests, Russian officials later 
hinted that the deadline was not fixed, or 
might be extended. The Chechens say that 
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Russia has already started using chemical 
weapons against Grozny; this cannot yet be 
independently proved or disproved. Rus- 
sian military sources say that the Chechen 
rebels are quarrelling over their dwindling 
supplies of food and weapons, and are using 
the civilians of Grozny as human shields. 

Russia looks as if it can bear the human 
and financial cost. The high oil price and the 
boomlet that followed last year’s devalua- 
tion of the rouble mean that the government 
is running a budget surplus. The rmr’s deci- 
sion this week to withhold a $640m slice of 
an agreed $4.5 billion loan caused barely a 
flicker of concern in Moscow. 

The real level of Russian casualties is un- 
known. Official figures are confusing and 
contradictory. Sometimes killed and injured 
are lumped together, sometimes not. Some 
figures refer only to the army, others include 
interlor-ministry troops. Anecdotal evi- 
dence, such as accounts given by wounded 
soldiers being treated in civilian hospitals, 
suggests that the real level is much higher 
than the Russians say. The main national 
media, including state-controlled television, 
accept the official version uncritically. “I 
haven’t heard such lies since the time of Sta- 
lin and Beria,” says Valentina Melnikova, 
speaking for the Committee of Soldiers’ 





Mothers, an anti-conscription group. 

As for the West, it is not doing much. Rus- 
sia’s half-promises of restraint and negotia- 
tion made in Istanbul last month to the Orga- 
nisation for Security and Co-operation in 
Europe have proved empty. But there is still 
no appetite in the West for a real rethinking 
of policy towards Russia. There have been 
tough words from America and Western Eu- 
rope, but, bar the already expected suspen- 
sion of the ımF money, no deeds. America 
has explicitly ruled out, on “national security 
grounds”, suspending aid to Russia. 

All fine on the southern front then? Not 
quite. For a start, the Russian victories are not 
as complete as they seem. “At night it is quite 
different, of course,” a Russian officer admit- 
ted to a group of foreign journalists visiting 
Russian troops this week. Even in northern 
Chechnya, supposedly under Russian con- 
trol for weeks, the crackle of gunfire after 
dark suggests that Chechen ambushes and 
raids are continuing. 

And although the Chechen fighters have 
certainly had to retreat, and conditions for 
the wounded are indeed ghastly, the Russian 
authorities have not been able to produce 
evidence of substantial military losses by 
the Chechens—piles of corpses or surrender- 
ing soldiers. Russian assertions of internal 
Chechen disarray may well be wishful 
thinking, or exaggerated: independent evi- 
dence, such as it is, tells a different story. A 
Belgian photographer who saw the Che- 
chens withdraw from Argun, east of Grozny, 
says they beat an orderly retreat when their 
ammunition ran out. 

Moreover, Chechen fighters seem able 
still to cross the mountainous border into 
Georgia at will, despite numerous land- 
mines dropped by Russian aircraft. Foreign 
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journalists prepared to walk askm (16 miles) 
in the snow from the Georgian settlement of 
Shatali, and risk losing a limb, are invited to 
join them for the return trip. 

Timing is slipping too, on what was origi- 
nally touted as a quick anti-terrorist opera- 
tion. Russia now admits that the fighting 
could carry on for another three months. 
Politics requires some good news, preferably 
the capture or surrender of Grozny, by De- 
cember igth. This is the date of the general 
election that some say was the real reason for 
starting the war in the first place. But the 
Chechen commanders, for their part, can 
more or less choose when to fight and where. 

Despite the official media’s relentless 
optimism, some of these uncertainties are fil- 
tering through to the public. There is little 
sense of war fever now: one recent opinion 
poll showed that less than a fifth of those 
asked would like their close male relations to 
fight in Chechnya. Though pro-Kremlin pol- 
iticians, including such proclaimed reform- 
ers as Anatoly Chubais, denounce talk of ne- 
gotiation as “treachery”, others are sounding 
more worried. The steely Yevgeny Primakov, 
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a former prime minister (and before that a 
KGB man), who is a leader of the main anti- 
Kremlin coalition, urges caution. He said on 
December 7th that Russia was risking inter- 
national isolation through its treatment of ci- 
vilians. 

Russia’s failure to win over the Chechens 
in areas under Russian controlis indeed glar- 
ing. Most Chechens dislike the Islamic ex- 
tremists who flourished in Chechnya before 
the war. Many also despise the government 
of Chechnya’s president, Aslan Maskhadov, 
for its ineffectiveness against the lawlessness 
and kidnapping that was rampant before 
the latest Russian campaign. The Chechen 
who heads the pro-Russian regime is a con- 
victed embezzler. And even under the noses 
of Russian minders, Chechens curse their oc- 
cupiers to visiting foreign journalists. 

Chechnya looks certain to be a gigantic 
headache for Russia in the months and years 
ahead. It is telling that the tens of thousands 
of civilians still huddling in cellars in Grozny 
seem to prefer cold, hunger and even death 
there to trusting the Russians’ latest promise 
of safe conduct toa refugee camp. 














What happens next? Spectacular and le- 
thal fireworks over Grozny, probably, or 
conceivably a siege to starve out its defend- 
ers. The West may denounce war crimes as 
loudly as it likes, but Russia’s military and 
political leaders will insist that the use of 
force in the national interest is quite justi- 
fied—just as the West, they argue, has em- 
ployed it in Iraq. 

Several outcomes are possible. One is a 
complete Russian victory: feasible but still 
unlikely. Another is Russia taking the towns 
and holding the north fairly comfortably, 
but with Chechen guerrillas surviving in the 
forests and mountains of the south, waging a 
relentless hit-and-run guerrilla war. Or the 
Russians could widen the war, blaming 
Georgia for the rebels’ survival and seeking, 
more blatantly, tomake mischief in the Cau- 
casus as a whole. Or, if Russian public opin- 
ion were really to grow tired of the war, the 
politicians might—generals permitting—try 
to start talks to end it. Whether they would 
find any Chechen acceptable to them for ne- 
gotiation and able to deliver is uncertain. All 
over by Christmas? Don’t bet on it. 





The confused middle 


Europe’s single currency may have steadied, but its troubles are not over 
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N UNKIND observer might con- 
clude that the European Union’s 
leaders were suffering from a touch of 
attention-deficit disorder. As they 
prepared to gather for their summitin 
Helsinki on December 10th and uth, 
part of their official purpose was to 
begin to do for defence integration 
what they had already achieved in 
economic integration. Yet, annoying- 
ly, some recent figures had been mak- 
ing that economic achievement look 
decidedly mixed. 
In one respect, this week has pro- 
vided badly needed relief. The euro 
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recovered, having been battered 
in the previous week to below 
parity with the dollar; indeed, on 
December 6th, itsurged by 2.5%in 
just one day. Its rebound was 
strengthened: by. heartening 
economic news from Ger- 
many: a 3.2% jump in 
manufacturing orders in 
October; a. bigger-than- 
expected drop. in unem- 
ployment, to. 10.4%, in No- 
vember; and respectable, if not 
exactly exciting, year-on-year 
growth in Gpr of 1.2% in the third 





quarter this year. 

Germany was not the only source of 
comfort. The European Commission’s confi- 
dence index for the euro-zone inched up, 
showing consumers to be more cheerful 
than at any time since February. On the back 
of robust growth in France, the Paris bourse 
rose fast, its CAC-40 index piercing 5,500 for 
the first timeon December 6th. The next day, 
the Spanish stockmarket also reached a re- 
cord high. And the gap that had opened up 
this year between the more vigorous euro 
economies (in Spain, Finland, Ireland, 
France and the Netherlands) and the feebler 
ones (in Germany and Italy) has begun to 
narrow. J.P. Morgan, an investment bank, 
now reckons cpr growth in the euro-zone 
could reach 3.5% next year. 

So have the recent economic worries 
about the eurocountries been misplaced? In 
some ways, yes. Many of those who ago- 
nised about the sinking euro were fretting 
more about symbolism than economics. No 
politician enjoys the popular fixation, ex- 
pressed in defeatist terminology, with cur- 
rency decline. Yet a weaker euro has helped 
turn the French economy round, making its 
exports more competitive. Germany is now 
beginning to reap those benefits too. 

Judging by economic fundamentals, the 
euro should recover a little more of the 
ground lost since its birth in January. With 
growth in the euro-zone roughly on a par 
with the 3-3.5% forecast for the United States, 
and with the euro-zone’s trade surplus a 
stark contrast to the Americans’ deficit, the 
euro is due for a correction. Paine Webber, a 
stockbroker, expects it to reach $1.15 by De- 
cember 2000. 

Yet currencies can be stubbornly defiant 


THE ECONOMIST DECEMBER ITH 1999 


of economic logic. The young untested euro 
has been weak against not only the dollar 
and the pound but, more recently, the yen 
too. The reason? Chiefly that the currency’s 
fortunes have become yoked to those of Ger- 
many, and therefore to the lingering uncer- 
tainty about the direction of Chancellor Ger- 
hard Schroder’s economic policy. 

That the euro twitches in synch with 
Germany, whose economy accounts for a 
third of the euro-zone’s, is striking. When the 
currency sank in July, its rebound came only 
after cheering German economic news. 
When Mr Schroder recently declared he 
would prop up a bankrupt building compa- 
ny and fend off a hostile British takeover bid, 
the euro sank—only to recover after more 
good German economic news. 

Anybody foolish enough to expect clar- 
ity from the chancellor in his speech to his 
Social Democrats’ annual congress on De- 
cember 6th will have been disappointed. In 
aclassic attempt to offer everything to every- 
body, he flattered the left with a defence of 
his recent interventions to save jobs and Ger- 
many’s consensus culture, and ranted 
against “ruthless profit-hunting on stock- 
markets”, while courting business with a re- 
newed endorsement of Tony Blair’s moder- 
nising brand of centre-left politics. 

With a man who dishes out taxpayers’ 
money to a moribund company with one 
hand, while pushing through painful budget 
cuts with the other, confusion is not surpris- 
ing. In short, the markets do not give him the 
benefit of the doubt, which is why they react 
so badly to his bail-outs, while shrugging off 
the fact that Tony Blair is busy handing out 
his own taxpayers’ money to keep smw’s 
Rover plant open in Britain, 

There is nothing new about continental 
Europeans wrestling with the balance be- 
tween market competition and social justice. 
The struggle is sharpened, though, because 
the advent of the euro has propelled Euro- 
pean companies into a frenzy of mergers 
and takeovers, intensifying competition. In 
the first nine months of the year, hostile bids 
in continental Europe, at $244 billion, were 
worth more than three times as much as the 
total for the previous nine years. Many of 
these bids collide directly with some of the 
tenets—“consensus culture”, “solidarity” — 
of the continental centre-left. 

The underlying difficulty is that both Mr 
Schroder and Lionel Jospin, the French 
prime minister, govern in coalitions that 
reach far to the left and in countries which, 
unlike Britain, have not in recent times expe- 
rienced deep economic humiliation. It is eas- 
ier for Mr Blair to impose market reform on 
his party. Even if they genuinely believed in 
economic liberalisation, it would be hard 
enough for Messrs Jospin and Schröder to 
deliver it. Mr Jospin still treats the market 
with distrust. As for Mr Schroder, it is hard to 
know what he believes in. 

De = —— = 
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Germany 
Corrupt? 


BERLIN 


HE German police investigated some 

2,400 corruption cases last year, twice as 
many as three years earlier. According to the 
federal criminal office, “corruption now 
holds a firm place in our public administra- 
tion and business life.” Is Germany, which 
has so long prided itself on the relative integ- 
rity of its public life, despite some hiccups in 
the 1980s, beginning to slip down the same 
slope as France and Italy? 

The growing list of prominent politicians 
tainted by allegations of sleaze in the press is 
worrying many Germans. It includes 


i EUROPE 
Edmund Stoiber, Bavaria’s premier and 
head ofits conservative Christian Social Un- 
ion; Reinhard Klimmt, the ruling Social 
Democrats’ federal transport minister; Ger- 
hard Glogowski, forced to resign last month 
as the Social Democratic premier of Lower 
Saxony; Bodo Hombach, former head of 
Gerhard Schröder’s chancellery and now 
Europe’s representative in the Balkans; and 
now even Helmut Kohl, a Christian Demo- 
cratic chancellor for nearly 17 years until his 
defeat last autumn, hailed only last month 
by two former presidents, George Bush and 
Mikhail Gorbachev, as one of the great 
statesmen of the century for his part in uni- 
fying Germany and building a united Eu- 
rope. Mr Kohl is now threatened with crimi- 
nal proceedings in what could turn out to be 
Germany’s biggest post-1945 political cor- 





| The French Gaullists’ new lady 


HE election of Michèle Alliot-Marie to 

head the Rally for the Republic (RPR), 
the main party of France’s battered Gaull- 
ists, raises two questions. First, will she 
manage to reunite and pep up the centre- 
right movement, turning it from its pre- 
sent shambles into a force that looks able 
or likely, once again, to run a government? 
Second, does her victory, as the first wom- 
an to lead one of France’s main parties, 
herald a new wave of French women at 
last grasping their fair share of political 
power? 

It is hard to give a confident yes to ei- 
ther question—but if anything Mrs Alliot- 
Marie’s success gives more hope for wom- 
en in French politics than for a rapid 
Gaullist revival. Still floundering and di- 
vided after their electoral debacle in 1997, 
the Gaullists will certainly not perk up 
easily. For a start, the 
RPR’s founder, President 
Jacques Chirac, clearly 
wanted Mrs Alliot-Ma- 
rie’s opponent, a colour- 
less senator called Jean- 
Paul Delevoye, to win the 
job,so that he would pose 
no threat if, as expected, 
the president bids for a 
second term in 2002. 

Mrs Alliot-Marie may 
be more independent- 
minded—too much so, 
perhaps, for Mr Chirac’s 
liking. But she is no vi- 
sionary. A law lecturer 
from St Jean-de-Luz, in 
the south-west, where 
she is also mayor, she has 
plodded her way up the 
party, serving without 
much brio as a junior 
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minister for education and, later, as minis- 
ter for sport. Her imposing predecessor as 
the rpr’s leader, Philippe Séguin, resigned 
because he felt out of tune with Mr Chirac. 
Worse for the Gaullists, their Eurosceptic 
wing, led by one of the rpr’s co-founders, 
Charles Pasqua, peeled off before the 
summer’s European elections, soon to 
create a rival Gaullist party. His list did a 
shade better in the poll than the rer, each 
bit winning barely 13% of the votes cast. Mr 
Pasqua has already rebuffed Mrs Alliot- 
Marie’s talk of reconciliation. 

As for a female surge in French poli- 
tics, Mrs Alliot-Marie’s lot, generally 
viewed as the most macho of parties, has 
the farthest to go in a country that has the 
lowest rates of female participation in 
politics in Western Europe, bar Greece. 
The ruling Socialists and their prime min- 
ister, Lionel Jospin, have 
tried harder to change 
that, getting a record 37 
Socialist women into 
parliament—16% of their 
242 deputies. Nearly a 
third of Mr Jospin’s min- 
isters are women. Before 
it split, the rer could 
countonly seven women 
(5%) out of 130 deputies. 

In any event, the first 
job of Mrs Alliot-Marie, 
who favours European 
integration, will be to re- 
unite the Gaullists and 
find a new bunch of poli- 
cies for them. She says 
she wants, among other 
things, to end “the cult of 
the boss”. Fine. But that 
alone is not going to save 
Gaullism. 
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ruption scandal: a mess indeed. 

In Mr Kohl's case, at least, there is at pre- 
sent no hint of personal benefit. But it is 
strongly suspected that he used secret slush 
funds, of dubious provenance, to help keep 
his iron grip as party boss of the Christian 
Democrats for nearly a quarter of a century. 
In a terse statement, Mr Kohl admitted that 
he had kept accounts “separately from the 
normal party accounts” throughout his time 
as party leader. But, he protested, this prac- 
tice seemed to him “justifiable” in view of 
the need “to treat certain matters confiden- 
tially, such as special payments to party 
branches and organisations”. He insisted he 
had done no wrong. 

Mr Kohl was forced into his extraordi- 
nary admission after a former treasurer for 
the Christian Democrats, Walther Leisler 
Kiep, under investigation for tax evasion, 
had claimed that in 1991 he had paid a kick- 
back worth DMim (then worth $600,000) 
into secret party funds after the sale of Ger- 
man tanks to Saudi Arabia. Mr Kohl angrily 
denies knowing anything about the alleged 
bribe or indeed ever having any of his deci- 
sions as Germany’s leader influenced by 
party contributions, secret or otherwise. 


But many questions 
remain unanswered. 
Where did the money, 
apparently placed in at 
least 17 secret accounts, 
come from? How much 
was involved? A sum of 
DM3m has been men- 
tioned, but there was al- 
most certainly more. And 
for what ends? 

Under Germany's 
political-finance law, 
brought in by Mr Kohl 
himself in 1994, all parties have to present 
yearly accounts to parliament, along with a 
record of all contributions, however small, 
with donors’ names and addresses. Any- 
thing over DM20,000 must be made public. 

The investigating prosecutor has said he 
will decide over the next few days whether 
to bring criminal proceedings against Mr 
Kohl. Riding on a crest of a wave until last 
month, his party has been badly shaken by 
the affair and is struggling to limit the dam- 
age. Wolfgang Schäuble, the leader of the 
Christian Democrats since Mr Kohl resigned 
last year, insists that he knew nothing about 





lreland 


An emotional budget 


DUBLIN 


S THE fastest growing economy in the 
European Union for the sixth year run- 
ning, Ireland is flush. So is its government. 
With the fiscal surplus likely this year to be 
about 3.3% of Gop, Irish taxpayers were ex- 
pecting a generous budget this month from 
Charlie McCreevy, the finance minister, 
and, brushing aside fears that the economy 
might start overheating, he duly gave it to 
them. Plaudits all round, then? 

Far from it. By trying to change the tax 
system to assess married working couples in- 
dividually (as in most of the rest of Europe) 
rather than asa household, he touched a raw 
political nerve. Traditionalists in his 
ruling centre-right Fianna Fail party 
have been up in arms, accusing Mr 
McCreevy of undermining the fam- 
ily by discriminating against mothers 
who stay at home to look after the 
children. The opposition leader, John 
Bruton, in a rare populist move, 
promised to reverse the measure, and 
proceedings in Ireland’s parliament 
were twice suspended in uproar. 

The trade unions are also in a rage 
because the proposed income-tax 
cuts will help the rich more than the 
poor. So the biggest union withdrew 
from “social partnership” talks that 
have restrained wage increases and 
underpinned the boom—and were 
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meant to lead to an agreement that would 
last for three years. There was even a ques- 
tion about whether the measure violated Ire- 
land’s constitution, which pledges to defend 
the family. 

So, since Bertie Ahern’s government is a 
minority coalition already badly buffeted by 
financial scandal and reliant on four maver- 
ick independents to stay afloat, it was little 
wonder that Mr McCreevy was forced to 
climb down. On December 8th he proposed 
a new allowance for spouses (usually wives) 
looking after dependants (children, the old 
and handicapped). Mr McCreevy will have 





Will the good times keep rolling? 





the secret accounts, despite having 
been one of Mr Kohl's closest lieu- 
tenants. He has set upan internal in- 
quiry. An all-party parliamentary 
committee will investigate whether 
undeclared party contributions in- 
fluenced government decisions un- 
der Mr Kohl. 

Although many of the party’s 
younger people are now pressing 
foraclean break with what they call 
the “Kohl era”, Mr Schauble knows 
hecannotafford todistance himself 
too far from such a political monu- 
ment. Mr Kohl, after all, remains one of Ger- 
many’s most popular figures as well as the 
party’s honorary chairman. 

Meanwhile Mr Schroder, who was re- 
elected as the Social Democrats’ leader at a 
party conference this week in Berlin by a re- 
sounding 86% of some 500 delegates, is look- 
ing much happier than of late. And the 
Christian Democrats no longer seem so con- 
fident of continuing their string of electoral 
successes next spring, when they had been 
hoping to wrest control of both Schleswig- 
Holstein and North Rhine-Westphalia from 
the Social Democrats. 


— — ————————— 


to unpick important bits of the budget in or- 
der to get it through parliament next month. 
Alternatively, though this now looks unlike- 
ly, the government could fall. 

Even without the row about taxes and 
the family, the budget would have been con- 
troversial, especially abroad. The economy 
will probably have grown by over 8% in 1999, 
after growing by an annual average of 8.5% in 
the previous five years. Unemployment is 
only 5.1%, and members of the far-flung Irish 
diaspora are coming home for jobs. Real 
after-inflation interest rates are close to zero. 
Property prices are zooming. The middle 
class is growing richer. 

Normally, Ireland’s central bank would 
have raised interest rates to cool demand. 
However, since joining the euro at the begin- 
ning of the year, Ireland has enjoyed the 
same low interest rates as stodgy Germany. 
In a boom like this, such worthy bo- 
dies as the oecp and the imr have 
warned the Irish not to cut taxes. 

But Mr McCreevy and his friends 
retort that,given the size of the budget 
surplus, cuts would not necessarily 
overheat the economy. Besides, they 
say, the Irish economy is unlike oth- 
ers in the eu, partly because imports 
account for nearly three-quarters of 
Gop. Inflation, running at an annual 
rate of 2.8% in October, is not yet a 
worry, though labour shortages may 
yet make wages take off. In any event, 
Mr McCreevy plans—pretty uncon- 
troversially—to pump a lot of money 
into a host of infrastructure projects, 
from roads, ports and telecoms to 
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hospitals and schools. 
The top rate of income tax, Mr McCreevy 
had proposed, should come down from 46% 
to. 44%, while the middle band, affecting av- 
erage earners on some IR£17,000 ($22,100) a 
year, would drop from 24% to 22%. 
But the notion of taxing couples sepa- 
rately is what really threw the government 


Eastern Europe's environment 


on tothe defensive. Despite rapid changes in 
social attitudes, any perceived threat to the 
family—as Mr McCreevy has discovered 
still tends to be furiously resisted. However a 
compromise is reached, what was supposed 
to have been the jolliest budget on record has 
turned into a sour reminder that old tradi- 
tions cannot, in Ireland, be casually chucked. 
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Clean up or clear out 


TEMELIN ANG KATOWICE 


The European Union is telling eastern applicants to get greener 


HE landscape around Katowice, in 

southern Poland, is a dark reminder of 
the cost of communist industrial planning. 
The earth looks black and rotten, the air has a 
sulphurous bite. Seeping nests of rusted met- 
al piping, smelters and chimneys emerge 
from a yellow haze. This is a part of Central 
Europe known as the “black triangle’—an 
industrial region roughly contiguous with 
the brown-coal belt of southern Poland, for- 
mer East Germany and the Czech Republic. 
Locals say the region is much cleaner than in 
1989. But that is not saying much: it remains 
the most polluted in Europe. 

Before 1989, Eastern Europe had almost 
no laws curbing pollution. The handful of 
conservation groups that existed did so on 
the understanding that they would not 
question anything to do with the environ- 
ment, busying themselves instead with sav- 
ing hedgehogs and rare buttercups. So rivers 
and lakes were poisoned, toxic waste was 
spilled or dumped willy-nilly, pesticides 
and fertilisers were used with 
abandon, and the air was of- 
ten so polluted that people 
died early and babies were 
born deformed. 

Much has improved since 
then, if only because most of 
the countries concerned are 
queueing up to join the Euro- 
pean Union. Laws imposing 
EU standards of cleanliness 
are being passed, albeit slow- 
ly. In every East European 

; country some sort of agency is 
now responsible for protect- 
ing the environment. The 
most visible source of air pol- 
lution—brown coal, a poor- 
quality fuel heavy in the ox- 
ides of sulphur and nitro- 
gen—has been brought under 
control. Many power plants 
have switched to clean natu- 
ral gas. Coal-burning stations 
have installed “scrubbers”, 
which manage to slash the 
levels of pollutants by as 
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much as 90% (see chart). 

Welcome as they are, these changes do 
not yet, however, meet EU requirements. The 
message to the East Europeans from Margot 
Wallstrom, the European commissioner for 
the environment, is blunt: clean up, or stay 
out. She reckons they must still spend up to 
€xobillion ($120 billion). Ina report in Octo- 
ber, the European Commission singled out 
the Czech Republic and Poland for criticism. 
This stung. The Poles were quick to point out 
that, as a share of cpr, they had consistently 
spent more than the ogcD average on mop- 
ping up the environment. The Czechs said 
they had spent $1 billion just bringing their 
chimneys upto eu standards. 

Unfortunately, the muck keeps coming. 
Cities, particularly Bucharest and Warsaw, 
are sprawling. Consumerism has brought 
with it plastic packaging and new problems 
of waste management. Shoppers now buy 
mineral water in rarely-recycled plastic rath- 
er than glass bottles, which even the com- 
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munists recycled. There are more cars: the 
number on the streets of Prague has leapt 
from 40,000 in 1989 to 300,000 today—more, 
per person, than Vienna. 

Two problems stand out. One is water. 
New pollutants, such as detergents, are en- 
tering the water supply untreated. Only 8% 
of homes in rural Poland, for example, have 
any kind of sewerage system. Toxic effluent 
continues to pour into rivers, yet most pol- 
luters go unpunished, either for lack of legis- 
lation—or, where it exists, because it is badly 
enforced, or bypassed with bribes. 

Nuclear power is the other big problem. 
Temelin, the Czech Republic’s nuclear plant 
in Bohemia, which is not yet on stream, sits 
just across the border from Austria. The 
Czech government recently angered Austria 
and people in its own environment ministry 
by deciding to complete the reactor, which 
was planned in communist days. Austria is 
threatening to veto Czech membership of 
the eu unless the project is killed. 

At least Temelin will be finished to high- 
ish safety standards. More worrying are the 
dozen decrepit Russian-designed reactors in 
Eastern Europe. Though some ru countries 
back nuclear power, the eu has given a dea- 
dline of 2005 to Slovakia, Lithuania and Bul- 
garia for closing down their most rickety nu- 
clear plants. All candidate countries have 
been told that, before joining the £u, they 
must shut any unsafe nuclear reactors. 

It will not be easy. The Kozloduy reactor, 
for instance, produces 40% of Bulgaria’s elec- 
tricity. The government says it will cost 
around $800m to dismantle, and another 
$900m to pay for an alternative energy 
source. Lithuania is even more nuclear-de- 
pendent. Its Ignalina plant, which Lithuania 
has promised to close by the Eu’s 2005 dea- 
dline, accounts for over 80% 
of the country’s electricity. 

The European Commis- 

sion may tolerate a short tran- 
sition period. But the Ev will 
not tolerate slackers. Its busi- 
nesses are not prepared to put 
up with competition from 
companies with lower envi- 
ronmental costs—and Eu citi- 
zens, at a time of high emo- 
tion over food safety, are in 
no mood to compromise on 
matters of human health. 
4 Still, the Slav lands are ac- 
tually doing better than the 
EU in some respects. House- 
hold waste, per easterner, is 
about half the eu’s average. 
More of eastern farms are or- 
ganic. And despite its rash of 
black spots, the region still 
has swathes of pristine wil- 
derness where the wolf and 
the bear, long virtually extinct 
in the west, still roam free. 
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LOVAKIA, for the benefit of American presidential candidates 
J still getting to grips with foreign affairs, is the one that used to be 
the right-hand bit of Czechoslovakia. It should not be confused 
with Slovenia, which used tobe the top left-hand bit of Yugoslavia, 
or Slavonia, a part of Croatia. Slovakia struck out on its own in 1993, 
after its “velvet divorce” from what is now the Czech Republic. 
| Population: 5m. National capital: Bratislava. Mood of government: 
distinctly upbeat, this week at any rate. 

Indeed, Mikulas Dzurinda, prime minister of Slovakia for the 
past 14 months, may well be one of the happiest men in town 
when the European Union holds the latest of its twice-yearly sum- 
mits, in Helsinki this Friday and Saturday. He is due to attend a 
fringe event only, a meeting for leaders of Europe’s centre-right po- 
| litical parties. But he can expect news from the summit proper that 
Slovakia’s prospects of joining the Un- 
ion, and thus his own chance of claim- 
ing a place at the main table in a few 
years’ time, are improving fast. 

For even if £u leaders argue about 
everything else on the agenda this 
week, including the need for an £u- 
wide tax on savings, they do expect to 
agree on the opening of full negotia- 
tions with another half-a-dozen coun- 
tries that want to join the Union, a 
course recommended by the Euro- 
pean Commission in October. This 
will bring the number of applicants in 
negotiations to at least 12, ten of them 
| from Central and Eastern Europe. Slo- 
| vakia will be among the six latest addi- 
| tions (or seven, if Turkey squeaks in), 
to the great relief of its government. 

Slovakia’s application has been an 
| anxious one, because until last year 
the Slovaks had seemed to be drifting 
away from the West. Vladimir Meciar, 
their prime minister from 1994 to 1998, 
was wrecking Slovakia’s reputation 
abroad, even if his nationalism and 
reckless public spending kept him 
popular withsome voters at home. His 
rule—in the words of a foreign com- 
mentator—managed to combine 
| “thuggery, incompetence and contempt for the law”. 

Mr Meciar proclaimed an openness towards the Eu, and even 
made the original bid to join. But he was mainly an opportunist, 
and he leaned more readily east than west. He relied on Russia for 
cheap energy and diplomatic support. In 1997, the Eu cited “the in- 
stability of Slovakia’s institutions, their lack of rootedness in politi- 
cal life and the shortcomings in the functioning of its democracy”, 
as factors barring it from membership. In other words, the basic 
problem with Slovakia was Mr Meciar himself. 

That problem was solved, provisionally at least, by the general 
election in Slovakia in September 1998. This was free enough, and 
fair enough, to allow for Mr Meciar’s defeat. Four disparate party 
blocks, including Mr Dzurinda’s Slovak Democratic Coalition (it- 
self a grouping of five smaller parties), formed an anti-Meciar co- 
alition government. There have been internal squabbles since, but 
none big enough to tear it apart. 

Since taking office, Mr Dzurinda, a railway planner and econo- 
mist by training, has made some big changes in policy and in atti- 
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tudes, all helping to return Slovakia to the western liberal model. 
By recommending a start to full negotiations, the European Com- 
mission is saying not only that it thinks the country has changed 
fundamentally for the better, but also that the changes will stick. 

Mr Dzurinda is pleased about that, of course. But he is sorry 
Slovakia has lost so much time. Three of its neighbours—the Czech 
Republic, Poland and Hungary—started full entry negotiations 
with the £u over a year ago. All may be deemed ready to join in 
2003 or soon after. For reasons of pride and practical convenience, 
Slovakia would like to join at the same time. It has about 1,500km 
(940 miles) of border with the three countries, which it would like 
to keep open. It has a customs union with the Czech Republic that 
would have to be dissolved if the Czechs joined the eu first. But 
catching up with the neighbours will mean overcoming some 
` daunting legacies, political and econ- 
omic, from the Meciar years. 

Mr Dzurinda insists that the politi- 
cal danger is past and that Mr Meciar is 
finished as a leader: “He is isolated, he 
has no chance, nobody wants to work 
with him.” Nonetheless, Mr Meciar’s 
movement remains the single most 
popular political force in the country. 
When Slovaks chose a president by di- 
rect election for the first time in May 
(the post had been vacant for a year, 
and previous presidents had been 
elected by the parliament), 57% of 
them voted in the run-off for the gov- 
ernment-backed candidate, Rudolf 
Schuster—but 43% of them still want- 
ed Mr Meciar. If the Slovaks decided 
Mr Dzurinda’s government was failing 
them, Mr Meciar might yet make a 
comeback. 

And, in some respects, Mr Dzurin- 
da has no choice but to risk incurring 
some unpopularity. The economic 
damage from Mr Meciar’s time will 
take years to correct. The austerity 
measures needed to cut last year’s 
budget and trade deficits have pushed 
up unemployment, which stood in 
November at some 18%, four percent- 
age points higher than when the new government took office. Real 
wages have been falling. Inflation has risen, from 7% year-on-year 
in January to. 14% in October, thanks mainly toa rise in the price of 
housing and basic services as subsidies have been withdrawn. 

There is more to come. Mr Dzurinda wants to restructure the 
banks, sell off state-owned firms and carry on cutting public debt. 
And if this means unemployment has to rise further, before it 
comes down? “My response is, ‘Okay, why not, I’m not nervous’,” 
insists Mr Dzurinda. “It must be done. Restructuring brings higher 
unemployment.” No doubt these are the economic policies Slova- 
kia needs in its present straits. But they are not the sort of policies 
that usually charm voters, in the short run at least. Instead, the sta- 
bility of Mr Dzurinda’s government must depend mainly on the 
perceived success of its pro-European policy. It has persuaded vot- 
ers that the benefits of membership will outweigh the pains of 
preparation. Hence the prime minister's cheerfulness this week. 
By bringing membership a step closer, the ev will be giving him a 
Christmas present he sorely needs. 
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BRITAIN | 


Straddling the great divide 


Tony Blair has started a new debate on the old question of a north-south 
divide in Britain. But his observation that there are rich northerners and poor 


southerners is not very enlightening 


OW Tony Blair must curse Elizabeth 
„A Gaskell, a Victorian novelist whose 
portrait of the contrast between the industri- 
al north of England and the comfortable 
south in “North and South”, published. in 
1855, has turned into one of the most endur- 
ing stereotypes of British politics. Even- in 
Mrs Gaskell’s time, the north-south divide 
was not simple. The northern industrial cit- 
ies were then the powerhouse of the nation- 
al economy; and Charles Dickens found 
plenty of poverty to write about in London. 

So like Dickens’s Mr Gradgrind (“What I 
want is facts, facts alone are wanted in life”) 
Mr Blair, on a visit to the north-west this 
week, went armed with a Cabinet Office re- 
port packed with facts. Did you know that 
Cheshire in the north-west is in many ways 
better off than Kent in the south-east? Did 
you know that even within regions, there are 
stark disparities of wealth? York has a cpr 
per head which is 27% above the British aver- 
age, while Doncaster in the same northern 
county is 35% below the national average. 

But many northerners still take the view 
of one of Mrs Gaskell’s characters: “Yl not lis- 
ten to reason...reason always means what 
someone else has got to say.” The Northern 
Echo's chief political correspondent de- 
scribed Mr Blair’s facts as a “deliberate at- 
tempt to muddy the waters”. 

Moreover, Mr Blair's argument is in dän- 
ger of resting on anecdotes, rather than aver- 
ages. Even within the Cabinet Office report, 
there is plenty of evidence to confirm the 
idea of a north-south divide. Disposable 
household income is below £9,000 per head 
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in the north-west and north-east, and above 
£10,500 in the south-east. North of the Mid- 
lands, more than 20% of households receive 
housing benefit; in the south-east only 12% 
get this welfare payment. And between April 
1997 and April 1999, the percentage of work- 
ing-age people with jobs in the north-east 
fell from. 66.6% to 65.2%, whereas in the 
south-éast it rose from 78.4% to 80.1%. 

The basic problem is that the north of 
England—and northem cities in particular— 
are still suffering from the decline of manu- 
facturing industry. Those northern cities 
which have seen employment and popula- 
tion growth in the last two decades—Edin- 
burgh and Leeds in particular—have suc- 
ceeded, like London, in achieving growth in 
services and finance. These cities will contin- 
ue to. grow. But the Office for National Statis- 


























tics thinks that London and the south-east 
will grow even faster. It projects that by 2011 
the population of the south-east will grow 
by over 8% and London’s population will 
grow by over 5%. By contrast, the north-east 
and Merseyside will lose population. 


Threedilemmas and a hope 


The government's preferred solution for the 
north-south divide is to define it away and to 
concentrate resources on alleviating pover- 
ty--whether it is found in inner London or in 
the Durham coalfields. This is fine, as far as it 
goes. But there are three urgent policy issues 
which will force the government to confront 
regional imbalances more directly. The first 
is the demand for more housing in the south; 
the second is the question of regional dispar- 
ities in government spending; and the third 
revolves around the devolution of power to 
the regions. 

The argument for letting builders loose 
in the south sounds attractive. Official pro- 
jections suggest the area will need over im 
new homes in the next 16 years. If that is 
where people want to live, why should the 
government try to stop them? What is more, 
it may well be wrong to assume that if plan- 
ning permission is denied for offices and 
houses in the south, jobs will migrate up 
north. They might just as well move across 
the Channel to France. 

The British government keenly admires 
America’s flexible economy—and plenty of 
internal migration has long been part of the 
American way. But the south-east of Eng- 
land is already very crowded. Some parts of 
the south-east will undoubtedly welcome 
new houses and jobs; others will prefer green 
fields to growth. 

Encouraging migration south also has 
bad environmental consequences for the 
north. No television programme on the 
north-south divide is complete without 
shots of boarded-up houses in Salford or 
Newcastle. But the more migration there is 
southwards, the more abandoned homes 





there are likely to be in the north—particular- 
ly in council estates. And dereliction tends to 
feed on itself. 

Since he is aware of all this, Mr Blair is in- 
clined to discourage the more adventurous 
plans of building firms in the south. But he 
still faces calls to boost public spending in 
northern England, which feels it is under- 
funded compared with both the south and 
Scotland. Indeed, many editorialists in the 
north thought Mr Blair’s blizzard of facts was 
designed precisely to avoid the politically ex- 
plosive question of whether money should 
be redirected from Scotland to the north. 

The only way to settle this question is for 
the government to commission a new 
“needs assessment” of public spending 
across Britain. This may, however, lead to 
some unexpected results. It is, for example, 
an article of faith in the north that the “Bar- 
nett formula”—which fixes Scotland’s pub- 
lic. spending relative to England—is the 
source of the region’s problems. It may have 
been in the past, because the formula was 
not recalculated to reflect the fact that Scot- 
land’s population was falling relative to Eng- 
land’s. But because the government is now 


recalculating the formula every year, Scot- 


land’s higher spending should gradually 
converge on English levels. 

A needs assessment might lead to an 
equalisation of Scottish and English spend- 
ing rather more rapidly—particularly be- 
cause Scotland is now more prosperous than 
northern England. But it might equally con- 
clude that there are special reasons for high- 
er spending in Scotland—for example, a rela- 
tively dispersed population and grim levels 
of bad health and educational failure. 

Anew needs assessment would also not 
necessarily favour the north in comparison 
with southern England. According to the lat- 
est available figures from the Treasury, the 
government spent £571 per head on educa- 
tion in the north-east in 1996-97 and £513 in 
the south-east. Yet the Cabinet Office report 
says that educational attainment levels are 
much lower in the north-east than in the 
south-east. The same picture holds true for 
health spending—there is more of it in the 
north-east, but there is also more ill health. 

For all that, a new needs assessment is 
desirable—if only to bring some clarity to the 
debate. The final area in which the govern- 





ment should be bold is in devolving more 
power to local govemment and develop- 
ment agencies in the north. In marked con- 
trast to the 1980s, when left-wingers were in 
charge of many town halls, the administra- 
tions in most northern cities now accept the 
need to work with the private sector to boost 
city economies. In Liverpool and Newcastle, 
civic leaders have embarked on ambitious 
schemes to reverse decades of decline. Mr 
Blair should be bold and encourage north- 
em cities not only to elect mayors, but to give 
them real powers. 

The government should also loosen the 
constraints on the existing Regional Devel- 
opment Agencies. These agencies are intend- 
ed to emulate the success of similar long-es- 
tablished agencies in Scotland and Wales. 
Yet they have much smaller budgets and 
weaker powers. The north-east agency, for 
example, spends £47 per head while Scottish 
Enterprise’s comparable spending is £63 per 
head. The English agencies’ budgets, because 
they are drawn from existing expenditure by 
Whitehall departments, have also to be 
spent on priorities pre-determined in Lon- 
don. But development agencies need to have 





NE thing that always narks the north 

is southern  triumphalism—the 
“loadsamoney” syndrome. There were 
fresh examples this week with headlines in 
the Sunday Times proclaiming: “South- 
east England now the wealthiest region in 
Europe.” A couple of days later, a colum- 
nist in the Times claimed that this very 
week the European Commission had “re- 
leased statistics that showed that central 
London has overtaken Hamburg and Brus- 
sels to become the richest city in Europe.” 

Exciting stuff. But there are a few snags. 
First, according to Eurostat, the commis- 
sion’s statistical arm, there are no new sta- 
tistics. The most recent available numbers 
relate to 1996. They do suggest that inner 
London is the richest city in Europe, by 
some way (see chart). But the other claim, 
that the south-east region is the richest in 
Europe, looks pretty dubious. 

Just to add to the gathering murk, it is 
also worth noting that in some respects the 
figures seem to defy common sense. They 
suggest, for example, that while inner Lon- 
don is massively richer than the rest of Brit- 
ain and Europe, “outer London” is poorer 
than the European average—it is even 
poorer than (oh, indignity) Greater Man- 
chester. Yet to anyone who knows London, 
this is obvious nonsense. Outer London 
contains some of the leafiest suburbs and 
wealthiest commuters in Britain. 

The snag is that Eurostat estimates GDP 
by adding up output, rather than incomes 





How rich is London? | 


(salaries, profits and so forth). Thus the sal- 
ary of a City banker who travels from 
Twickenham every morning does not ap- 
pear in outer London’s cpr. What Eurostat 
counts is the fees he brings in to his inner 
London bank. Companies in inner Lon- 
don generate a lot of wealth, but there are 
relatively few businesses in the suburbs. As 
a result inner London—with lots of busi- 
nesses and relatively few inhabitants— 
looks fantastically rich. Outer London 
looks outlandishly poor. As a guide to the 
concentration of businesses, these figures 
may be useful. Asa guide torelative wealth, 
they are useless. After 2001, says Eurostat, 
new data should show how well off house- 
holds in each region.of the Eu are. Until 
then, however, the Gpp-per-head data are 
all there is. 

The bigger the area covered, the less ef- 
fect commuting has on the figures. So a 
fairer guide to the London area’s relative in- 
come would be to take the figure for the 
capital as a whole: 140% of the eu average. 
And it may be fairer still to include the ma- 
ny commuters from farther afield, by com- 
bining London with the south-east. In this 
combined area, Gpp per head is 123% of the 
average, on a par with, say, the German 
state of Bavaria, but well behind Hessen. 

But as ever it is the comparison with 
France which most excites the English. The 
papers this week claimed that the south- 
east has overtaken the Ile de France (the 
area around Paris) as Europe’s richest re- 
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gion. But according to Eurostat, the Greater 
Paris region’s cpr per head was 160% of the | 
EU average in 1996, much more than Lon- 
don and the south-east. So how could the 
British have closed this gap by now? 
Chances are, they haven't. The rise of 
the pound against the franc since 1996 
should make little difference, because the 
EU's figures are in purchasing-power-pari- 
ty terms, which strip out the effects of ex- 
change-rate fluctuations. Furthermore, be- 
tween 1996 and 1998, the British and French 
economies grew by roughly the same | 
amount. So it would be remarkable had 
London and the south-east outpaced the 
Ile de France by 15 percentage points a year. 
In all probability, therefore, the south-east 
of England remains roughly where it was a 
couple of years ago: among Europe’s rich- | 
est regions, but not at the top of the pile. l 
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Pa 


On which Los Angeles hillside does the Hollywood 


sign stand? 


San Francisco’s Hello Gorgeous! museum is a shrine to 


which singer? 


Which president regularly swam nude in the 


Potomac River? 


What exhibits would you expect to see at the Frederick’s 


of Hollywood museum in Los Angeles? 


Chicago’s name was taken from the Native American word 


ae 


Checagon meaning what? 


a 








Da What game was invented by Dr. James Naismith of 


Massachusetts? 


7, What are the names of the two stone lions who guard the 


entrance to the New York Public Library? 


©, Which songwriting duo penned the lyrics “New York, 


New York it’s a helluva town”? 


J, In which US. city could you visit the world’s largest indoor 


aquarium and a museum that boasts a working coal mine? 





What name did the Spanish give to the city we now call 


San Francisco? 


For answers please turn over. 






























































Mount Cahuenga 
Barbra Streisand 


John Adams 





Lingerie 


Place of the smelly onion 





Basketball 


Patience and Forutude 





Betty Comden and Adolph Green 


Chicago 


os. Yerba Buena 


United Airlines can fly you to over 220 
U.S. destinations. Which makes us 
something of a U.S. expert. Experience 
our expertise and find out why 


“UNITED 
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more control over their own spending, to al- 
low them to respond to local priorities. 

Providing jobs in the north will still not 
be easy. But the north does have one unre- 
marked advantage over the south. The 
north-east, north-west, Yorkshire and Hum- 
berside have 29.5% of Britain’s population, 
but 32% of Britain’s students in full-time 
higher education. 

If the north can persuade its graduates to 
stay put, rather than head down to London, 
it will do a lot to generate new growth. And 


new graduates might be encouraged to stay 
up north by research which quantifies one 
malign consequence of southern prosperity. 
According to a study published on Decem- 
ber 9th by Andrew Oswald and Andrew Be- 
nito of Warwick University, Londoners over 
the 1980s lost an extra 70 minutes a week to 
traffic jams or commuting. And the more 
highly qualified you are, the longer your 
commute is likely to be. By contrast, com- 
muting times have barely grown at all in the 
rest of Britain, 

wlll 





The north-north divide 
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A tale of two constituencies 


RICHMOND AND SEDGEFIELD 


The neighbouring constituencies of Tony Blair and William Hague illustrate 


the wealth gap in the north 


F TONY BLAIR wants another anecdote to 
confirm his point that there are sharp 
wealth disparities within the north, he need 
look no further than his own doorstep. His 
constituency in Sedgefield is home to some 
of the most depressed former mining vil- 
lages in England. But the neighbouring con- 
stituency of Richmond, in North Yorkshire, 
whose mpr is one William Hague, the leader 
- of the Conservative opposition, is—at least 
on the surface—a prosperous area. 
Richmond itself is one of Britain's most 
picturesque market towns. It can boast a 
Norman castle and the country’s oldest (and 
surely smallest) working theatre. Big, elegant 
Georgian town houses flank the sloping 
market square, which sometimes has served 
as a film-set. Richmond is also the 
gateway to the Yorkshire Dales, 
containing some of the country’s 
most spectacular scenery. 
Sedgefield is less than half an 
hour’s drive away, but tradition- 
ally the two constituencies have 
been seen as worlds apart. Where- 
as Richmond's image has always 
been of prosperous farmers, 
Range Rovers and rolling dales, so 
Sedgefield’s history has been in- 
extricably linked with the riseand 
fall of coal and manufacturing. 
According to the official re- 
port on the north-south divide, 
the two constituencies are techni- 
cally in different regions. Sedgefield is in the 
north-east, which came out worst on virtual- 
ly every index of prosperity the report mea- 
sured. Richmond is part of the Yorkshire and 
Humber region, which does rather better, 
but not as well as the south. The good news 
for Mr Blair is that the gap between Sedge- 
field and Richmond is narrowing. The bad 
news is that this is partly because things are 
getting worse in Richmond. 
You only have to scratch the surface of 
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Richmond's proud, bourgeois exterior to 
find the real economic difficulties that lie be- 
neath. Farming, long the bedrock of the re- 
gion’s economy, is in trouble. Upland farm- 
ing has been hit by a triple whammy in 
recent years of the beef crisis, a collapse in 
lamb prices and the phasing out of European 
subsidies with the reform of the common ag- 
ricultural policy. Harry Tabiner, the chief 
executive of Richmondshire District Coun- 
cil, which accounts for about half the area of 
Mr Hague’s constituency, says that “things 
have got as bad as they can possibly get”. 
Farmers have started killing their ani- 
mals, unable to meet the cost of keeping 
them alive. About 9,000 people live on the 
upland dales. The farmers there, according to 











BRITAIN 


There are pockets of the area that are do- 
ing better. Catterick, just to the south of Rich- 
mond town, is home to Britain’s largest army 
base and a new Tesco supermarket is toopen 
soon. But Richmond itself shows the signs of 
genteel decay. The only new shops in town 
are charity shops; their numbers have in- 
creased from one to six in recent years. The 
housing market remains flat. Norman 
Brown, a local estate agent, owns some 
prime sites in town, but has been unable to 
raise his rents for nine years. The only boom- 
ing sector of the housing market continues to 
be holiday cottages in the dales. They go for 
about £80,000, and Mr Brown estimates that 
70% of them are bought by southerners. 

The constituents of Sedgefield, by con- 
trast, are used to painful economic transition 
and uncertain futures. Mining used to dom- 
inate the area; now there is not a single col- 
liery left. And manufacturing has declined 
since the 1980s. Unemployment is still higher 
than the national average. House prices tell 
the tale. Whereas Mr Brown can sell two-bed 
cottages in the dales as second homes for 
£80,000, you could pick up a terraced house 
in Spennymoor for £19,000. 

Running down the spine of Mr Blair's 
constituency are the old mining villages of 
Trimdon Colliery, Timdon Grange and 
Trimdon Village. Trimdon Colliery itself is 
home to Mr Blair. His constituency house is 
easy to find; his agent, John Burton, directs 
visitors to “the house with two chimneys”. 
The Blairs’ house is now a little fortress, 
guarded by heavily armed police. 

Mr Burton, a genial ex-teacher of physi- 
cal education, remains upbeat about the 
north-east. He praises the sense of kinship 
and solidarity that still exists in these bat- 
tered mining communities, and 
points to the continuing pres- 
ence of big manufacturers such 
as Thorn and Electrolux in Spen- 
nymoor as cause for optimism. 
But Spennymoor, with its 
boarded-up high-street shops, 
remains an uninspiring sight. 

However, the constituency 
affords another example of Mr 
Blairs differences within re- 
gions. Just a few miles south of 
the Trimdons, the more salubri- 
ous village of Sedgefield itself is 
booming. Here houses are in de- 








Rich Richmond? 


Mr Tabiner, now have a disposable income 
of just £2,000 a year, or £40 a week. 

The problem is now so bad that the 
whole of the Yorkshire region has applied for 
European “Objective Two” aid, which 
would put it on a par with the north-east. 
Without the eu money, Mr Tabiner predicts 
that Richmondshire would “seriously strug- 
gle”. The area is now heavily dependent on 
tourism, which brings in £75m a year—but is 
aseasonal industry. 


mand from commuters to Dar- 
lington and Teesside, and a gym 
has just opened above the estate agents. 
Both constituencies are, indeed, good 
examples of the sort of complex new econ- 
omy that Mr Blair wants to talk about. But 
the fact that Richmond is now suffering the 
sort of economic dislocation that Sedgefield 
has been used to for a generation does noth- 
ing to dispel the widespread belief that the 
south somehow always does do better than 
the north. 








ALF a century ago, the man who is now Britain’s deputy 
prime minister failed his n-plus exam. His girlfriend, who 
passed hers, gave him the boot. She ended the relationship by 
sending back a love letter with his spelling mistakes corrected. His 
father added to the pain by refusing to give him a promised bicy- 
cle. And yet even these hard knocks seem gentle by comparison 
with the punishment meted out to John Prescott these past few 
weeks by the journalists, officials and politicians of Westminster. 
They have sensed with the self-fulfilling instinct of a herd that one 
of the big beasts in the Labour jungle is wounded and vulnerable. 
Ministerial colleagues who were speculating a month ago that Mr 
Prescott would announce his retirement after the next election are 
now wondering in private whether 
he will be allowed to stay in charge 
of his super-ministry of transport, 
environment and the regions for 
even that long, 

What has the poor man done 
wrong? Mr Prescott was forced to 
cut short a visit to India this week to 
fend off a Conservative attack in the 
House of Commons. The opposi- 
tion accuses him of presiding over 
mounting chaos on Britain’s roads 
and railways, with no better idea of 
how to solve the problem than to 
hound motorists off the overcrowd- 
ed roads and force them to travel on 
an equally overcrowded but less 
comfortable public-transport sys- 
tem. The government's defence is 
that it inherited no sensible tran- 
sport plans from the Conservatives, 
and that even New Labour will 
need several years to make good the 
years of Tory neglect. 

As parliamentary occasions 
go—and especially as Mr Prescott’s 
parliamentary occasions go—the 
Commons debate was an anti-cli- 
max. No other member of the pre- 
sent government has ever got him- 
self into such trouble in the 
chamber as Mr Prescott did last summer, when party managers 
unwisely allowed him tostand in for Tony Blair at prime minister's 
questions, a test for which, it appeared, not even three decades in 
the Commons had adequately prepared him. His performance on 
that day was so hapless it moved a sympathetic sketch-writer to 
suggest that, in a civilised parliament, men in balaclava hats 
would have abseiled down from the gallery to whisk him to safety. 
This time, Mr Prescott clung to his brief and avoided misadventure. 

This may not be enough to save him. Atcertain points in theca- 
reer of a cabinet minister, bad news can pile up all at once, like a 
bunch of overdue buses, and flatten a reputation that has taken 
years to establish. This is just what happened to Robin Cook in 
1998, when marital problems, plus a couple of mishandled foreign 
trips, plus Britain’s bungled intervention in Sierra Leone, con- 
spired to make one of Labour's smoothest operators look like a li- 
ability. In the event, the foreign secretary raised his game, lowered 
his profile and kept his job. Mr Prescott may find it a good deal 
harder than Mr Cook to do these things. 

charge of swathes of domes- 














John Prescott's calming influence 


tic policy close to the top of voters’ priorities, A government that 
has made a fetish out of its promise to deliver better services has 
manifestly failed to do so in the case of transport. Naturally, the 
blame for this is not all Mr Prescott’s. Unclogging Britain’s arteries 
demands not only time but also imagination, investment and the 
making of unpopular choices. Though the deputy prime minister 
has imagination galore, he has failed to extract from the Treasury 
the sums he wants to invest in public transport. As for unpopular 
choices, his flirtation with congestion charges has brought a colli- 
sion with party strategists, who fear a motorists’ backlash. 

It seems hard that a minister who was starved of money and 
legislative time in the first half of the government's life should be 
blamed for lack of “delivery” in the 
second. But in some ways Mr Pres- 
cott has also been the engineer of his 
own misfortunes. For a man with 
vital arguments to win in Downing 
Street, he has taken a perverse de- 
light in refusing to conform. It was 
not politic of him to liken Peter 
Mandelson, the prime minister’s 
upwardly mobile courtier, to a crab. 
It was not politic to sound off 
against the “faceless wonders” of 
the Downing Street policy unit who 
dared to warn him against antago- 
nising motorists. It was not politic to 
snipe so often at themes close to Mr 
Blair’s heart, such as the theories of 
the “third way” and co-operation 
with the Liberal Democrats. It was 
not politic to praise the contribution 
of public servants just after Mr Blair 
had criticised their conservatism. 

After his hard knock at 11-plus, 
Mr Prescott left school early, went to 
sea, educated himself partly 
through correspondence courses, 
and then found a home and career 
in the Labour Party. It would be a pi- 
ty if such a man, having risen to the 
rank of deputy prime minister, had 
to toe the party line in every circum- 
stance. Buta minister who often chooses to criticise his prime min- 
ister’s philosophy and strike attitudes as the protector of Old La- 
bour’s values is well-advised to perform well in his own 
job—especially as New Labour tightens its grip on the old party. If 
performing well requires extracting favours from the prime minis- 
ter and chancellor, it is advisable from time to time to go on-mes- 
sage. Worst of all is to be seen to be underperforming, off-message 
and in danger of turning into a figure of fun—all at the same time. 

Mr Prescott is not yet a figure of fun, but he is coming close. He 
let himself be dragged intoa silly quarrel with his estranged father, 
who calls him a traitor to the working class. Though intelligent, he 
remains a stranger to grammar and is ridiculed for his mangled 
syntax (on the morning of his Commons ordeal he was awarded a 
booby prize by the Plain English Campaign). The would-be un- 
clogger of traffic jams will never live down his decision at the party 
conference last summer to be chauffeured 200 yards to protect his 
wife’s hairdo from Bournemouth’s winds. And unlike Mr Cook, he 
stands no chance at all of lowering his profile until some act of 
man or God thins out the traffic and makes the trains run on time. 
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Ma Bell restored 


BASKING RIDGE, NEW JERSEY 


Michael Armstrong looks like achievin 
as the revival Lou Gerstner brought a 


[i MICHAEL ARMSTRONG had any hair 
to tear out he would be pulling it in hand- 
fuls. Earlier this week he spent a day demon- 
strating to Wall Street analysts that arar’s 
“bet the company” cable strategy was, to the 
surprise of many, going according to plan. 
But arats boss might just as well have saved 
his breath, Investors yawned and the com- 
pany’s shares drifted slightly lower. 

At the same time, Mr Armstrong an- 
nounced the forthcoming public offering of 
the firm’s highly rated wireless business and 
the probable resolution of the damaging row 
over access by third-party Internet-service 
providers, such as America Online, to arar’s 
cable systems. But it was the bullish progress 
report on cable and the firm’s equally ambi- 
tious plans for fixed wireless that should 
have got the analysts’ attention. 

To be fair, atar’s shares have staged a re- 
covery lately, but only back to levels of six 
months ago, and most of that is due to ru- 
mours of the wireless “tracking share”, 
which is expected to achieve a value of 
between $50 billion and $80 billion 
next year. Even a big report a fort- 
night ago from Salomon’s Jack Grub- 
man, the doyen of Wall Street tele- 
coms analysts, rerating AT&T as a 
“buy” after four years at “hold”, had 
only limited impact. 

Mr Grubman’s new-found en- 
thusiasm for arar had less to do 
with the wireless “tracker”—mere fi- 
nancial engineering, he sniffed— 
than with the dawning realisation 
that the $110 billion which Mr Arm- 
strong has wagered on buying much 
of the American cable industry looks 
like paying off. 

In common with most analysts, 
Mr Grubman had been worried that 
ATat would never get its money 
back. It had paid an enormous price 
to gain access to 16.4m MediaOne 
and tci cable subscribers and the 
28m houses passed by their systems. 
It would have tospend many billions 
of dollars more on transforming 
pipes designed only to push out tele- 
vision channels into high-capacity 
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g a turnaround at AT&T as impressive 
bout at IBM 


two-way fibre. And there were doubts, fu- 
elled by the Baby Bells, as to whether the 
technology would work as billed. 

Two things seem to have changed Mr 
Grubman’s mind. The first is the evidence 
from ATat’s commercial trials that the re- 
vamped cable systems are indeed capable of 
delivering an array of services—high-quality 
telephony, high-speed Internet access and 
digital interactive television—just as AT&T 
said it would. 

The second is that despite the “headline” 
$uo billion purchase price (including debt) 
of rc1 and MediaOne, the real cost of aTar’s 
investment is less than half that, because of 
non-cable properties included in the deals, 
and many of those properties are being sold. 
With a figure of around $2,300 for each house 
passed, which includes the $9 billion up- 
grade, as opposed to the figure of more than 
$4,200 previously bandied about, it is easy to 
see why all ofa sudden the economics look a 




























great deal more attractive. 

Whatis puzzling is not just that it should 
have taken. an analyst as eminent as Mr 
Grubman so long to get to grips with the 
numbers. It is that generally there seems to 
be little realisation of how close Mr Arm- 
strong is to. achieving a revival of the firm’s 
fortunes every bit as complete as that 
brought about by Lou Gerstner at 1sm—and 
against rather greater odds. 

This is all the more surprising because 
the grumbling scepticism about atat’s pros- 
pects contrasts with the earlier lionisation of 
Mr Armstrong. When he arrived from 
Hughes Electronics (after 31 years at 15m) lit- 
tle over two years ago, Mr Armstrong was 
hailed as a saviour. Yet almost as soon as he 
started actually doing something to restore 
the battered long-distance firm’s fortunes he 
went almost overnight from hero to zero. 

The bit that the critics got right was the 
degree of desperation at arat when Mr 
Armstrong took over. The long-distance 
market that arar had been confined tosince 
the creation of the Baby Bell regional operat- 
ing companies was cut-throat, with relative- 
ly low barriers to entry. 

WorldCom, about tocarry off mci, wasa 
formidable rival in the making, while new 
challengers, such as Qwest, were building 
state-of-the-art networks that would soon 
release untold amounts of additional capa- 

city onto the market. Unless AT&T 
did something fast, it would be 
locked into a downward spi- 
ral of falling prices and de- 
clining market share. 
The “something” that 
ATAT had been trying was not 
working. Under the terms of the 
1996 Telecommunications Act, 
which was intended to herald a 
new era of competition, the Baby 
Bells were expected to open their 
local monopolies in exchange for 
access to the long-distance mar- 
ket. Although ara was spend- 
ing billions of dollars to prise 
open those local markets, it was 
not getting anywhere. After 100 
days of discovery and debate, Mr 
Armstrong told his colleagues that 
there were only two choices on of- 
fer—sell the company or try tofind 
adifferent way to reach the crucial 
“last mile” to the customer's 
home. 

One possibility was to use a 
brand new technology known as 
fixed wireless. In 1995 arar had 
bought enough spectrum at a fed- 
eral auction to provide a national 
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“fixed wireless” service, in which only the lo- 
cal loop is wireless, and since then had been 
working to perfect the technology. The trou- 
ble was that it was still not ready. 

Another option, which had been ex- 
plored five years earlier, was to form an alli- 
ance with the cable industry. But Mr Arm- 
strong had already concluded that sharing 
facilities could get you only so far. However, 
the Internet and digital television made buy- 
ing cable systems a better bet. 

Mr Armstrong realised that cable sys- 
tems, if expensively upgraded, could be- 
come the ideal platform for bringing togeth- 
er new services from “always on” 
high-speed Internet access to video-on-de- 
mand and television-based e-commerce. 
Voice telephony could be thrown in almost 
for free if subscribers took the other added- 
value services. Not only would the Baby Bells 
find it impossible to offer as wide a range of 
2ist-century services as cable, but they 
would also struggle to match the prices of 
those services they did offer in common. 

His mind made up, Mr Armstrong 
moved rapidly to buy the cable systems he 
needed to make the vision a reality, first pay- 
ing $50 billion for John Malone’s Tc1 in 1998 
and then parting with $60 billion last April to 
secure MediaOne. Established as the coun- 


try’s biggest cable operator, he is also now 
negotiating with Time Warner to extend 
arat’s “any-distance” telephone service 
into its networks and to share the revenues. 

That should mean that arar will be able 
to reach roughly half of American house- 
holds with its new service. But even that is 
not enough for Mr Armstrong. 


Armstrong executes 

According to John Zeglis, Mr Armstrong's 
number two, who will run the newly liberat- 
ed wireless business, fixed wireless is now 
“ready to roll”. By sharing infrastructure 
with arat’s mobile-wireless network, costs 
can be kept down and the mobile handsets 
can become household telephones. Mr Zeg- 
lis says that thanks to new arat technology, 
fixed wireless can now provide broadband 
data and voice similar in quality to cable, 
and for about the same price. Its disadvan- 
tage is that it does not deliver television; its 
advantage that it gives arar access to places 
where it does not own cable networks. 

How quickly will arar be able to deliv- 
er? What are the risks? Half of rc1’s invest- 
ment-starved systems have now been re- 
vamped and 70% of MediaOne’s network 
was already up to standard. By the end of 
next year, the firm thinks it will have as ma- 
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ny as 3m digital cable customers, more than 
700,000 high-speed data connections and 
half a million cable telephone subscribers. 

“Time and scale” are the enemies, says 
Mr Armstrong. He needs early-mover ad- 
vantage, but he has to wait until the technol- 
ogy is ready to cope with millions of sub- 
scribers. To reach its target of 30% 
penetration of homes passed by 2005, Mr Ze- 
glis concedes the company will have to beal- 
most perfect in its execution. The two issues 
that concern him are logistics and systems. 
He is confident that the trained manpower is 
there to install equipment in people’s 
houses, but some systems issues, such as 
automatic number portability and directory 
assistance, could be impeded by disgruntled 
Baby Bells. 

Compared with some other bets he 
placed earlier in his career—the personal 
computer while at ım and satellite televi- 
sion at Hughes—Mr Armstrong maintains 
the risk is minimal. Not that he expects any- 
one to take any notice of what he says after 
“a year-and-half of shouting it from the roof- 
tops”. He does hope, however, to be judged 
by arat’s success in hitting its targets for 
new subscribers. “If we do,” he says, “I'd like 
to think you'll buy my stock.” 
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MALL is superior in the world of mobile 

phones. Unfortunately for Telit, Italy’s 
diminutive maker of cell-phone handsets, 
thatisn’t true in the world of mobile-phone 
makers. America’s Motorola, Finland’s No- 
kia and Sweden’s Ericsson together corner 
more than three-quarters of all sales of mo- 
bile telephones. Telit is competing with 
eight others, all of which are household 
names, at least in their own countries. In 
these unpromising circumstances, Telit has 
exploited a peculiarly Italian strategy for 
survival: getting the government to lend a 
hand. 

Although Telit’s parent, Telital, has 
made cell-phone handsets for firms such 
as Vodafone and Mannesmann since 1997, 
Telit came late to the market. The brand 
was launched only at the beginning of Oc- 
tober. It is running a big national advertis- 
ing campaign, and will launch elsewhere 
in Europe early next year. 

Italy already has a mature market, with 
27m cell-phone subscribers, but Giorgio 
Rosso Cicogna, Telit’s head of corporate 
planning, says that fashion-conscious Ital- 
ians change their telefonini after only 18 
months, creating an annual market of 20m 
handsets, of which Telit aims to win 7%. Yet 
Telithas noteven managed to make a mark 
in its home city. The windows of mobile- 


phone shops in Trieste are dominated by 
the big three, along with global brands such 
as Panasonic and Sony. 

Building a name in the handset busi- 
ness is costly. Telital plans to invest more 
than 1,200 billion lire ($600m) over the next 
three years. Ongoing operations cannot fi- 
nance this: after losing money in 1998, the 
Telital group expects to break even on total 
turnover of 1,500 billion lire this year. Telit 
will contribute about two-thirds of turnov- 
er and Ixtant, a subsidiary that makes the 
handsets, most of the rest. 

So the firm is scrabbling around for 
capital. Telital said in September that a 
share-capital increase raised net equity to 
135 billion lire. Shareholders, who include 
Generali, Italy’s biggest insurer and also a 
Trieste firm, met todiscuss a further 100 bil- 
lion lire capital increase on November 
26th. And Telital has asked Mediobanca, 
an Italian investment bank, to find 300 bil- 
lion lire of medium-term finance. 

In the short term, however, its most 
successful scheme seems to be taking on 
unwanted factories and staff from other 
high-technology firms. This year alone it 
has picked up from Olivetti and Texas In- 
struments plants near Naples that would 
otherwise have been shut. In the first nine 
months of this year, the Telital group dou- 
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It’s hot in Italy’s mobile market 











bled its workforce from 1,400 to 2,800. 

Its reward has come swiftly. Grateful 
that the firm was savingall those jobs in ar- 
eas where unemployment is high, the gov- 
ernment agreed in August to pump 92 bil- 
lion lire into the firm, and is considering 
giving another investment-funding con- 
tract worth a total of 903 billion lire. Telit is 
probably too small to succeed in mobile te- 
lecoms; but it might have made itself too 
big to fail in Italy. 
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New Doug, old tricks 


NEW YORK 


Coca-Cola needs more than a change of chief executive to solve its problems. It 


needs to lose its fear of risk 


NDER-PERFORMING chief executives 

lose their jobs faster than Internet firms 
bleed money these days. Even so, the resig- 
nation on December 6th of Douglas Ivester, 
the chairman and chief executive of Coca- 
Cola, was a shock. The company’s share 
price fell by 12% in two days as investors fret- 
ted over why a Coke veteran of 20 years, 
hand-picked by his esteemed predecessor, 
Roberto Goizueta, and for whom Coke was 
“the most noble business on earth”, would 
suddenly retire at the age of 52 after barely 
two years at the helm. 

Not that things have gone well for Mr Iv- 
ester. Since he took over in October 1997, he 
has presided over two of the worst years in 
Coke's history. Growth has evaporated. The 
company has tried and failed to buy compa- 
nies in Europe, and has become embroiled 
in monopoly charges in Italy and a health 
scare in Belgium and France. The share price 
has lagged the American stockmarket by 
30% over the past two years. During Mr Goi- 
zueta’s 16-year reign, it rose by 4,000%. 

Granted, Mr Ivester took over just as 
Asia and Russia were tanking. He can hardly 
be blamed for an Asian recession and slug- 
gish growth in Europe. But his high-handed, 
abrasive attitude, which has offended both 
regulators and consumers, certainly made 
things worse. 

Nevertheless, Mr Ivester’s timing looks 
odd. On the day he resigned, Coke issued a 
trading statement showing that sales vol- 
umes were rising, Perhaps Mr Ivester is sim- 
ply tired of the criticism. Yet, in view of his 
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boast that he never feels stress, that seems 
improbable. More likely, the board, which 
includes Warren Buffet, a Coke shareholder, 
got fed up with the public-relations gaffes— 
such as Mr Ivester’s dismissive and much-re- 
sented response to the health scare in Eu- 
rope. The board may have 
pushed Mr Ivester to go, or 
perhaps it demanded that 
he appointa strong number 
two—probably Douglas 
Daft, one of Coke’s regional 
chiefs, who is now getting 
the top job instead—leading 
Mr Ivester to resign ina fit of 
pique. 

But Coke's problems 
run beyond the chief execu- 
tive’s office. Under Mr Goi- 
zueta and his successor, 
Coke has become a ruth- 
lessly efficient machine, 
shedding non-core assets 
and extending the world- 
wide reach of its soft-drinks 
business, Yet the group has been run by bu- 
reaucrats and accountants focused more on 
getting the most out of what they had—such 
as creating an efficient distribution system— 
than on thinking of new ideas. 

Coke seems to have forgotten some of 
the values that lie at the heart of successful 
consumer-marketing—flexibility, innova- 
tion and a willingness to take risks. At the 
root of this conservatism is the disaster of 
New Coke in 1985, when the group abruptly 





Not Daft by nature 
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changed to a sweeter formula and withdrew 
the old one. Within 77 days, consumers 
forced the original drink back onto the 
shelves. After that, Coke hunkered down. 

Mr Goizueta’s team included Don Ke- 
ough, who had an intuitive grasp of Coke’s 
brand. Under Mr Ivester, who refused to ap- 
point a strong number two in the form of a 
chief operating officer, the group has be- 
come as formulaic as its own secret recipe. 
“Ivester did what accountants do best. He 
put his head down and carried on with the 
old way of doing things—financial engineer- 
ing, consolidating distribution, making Coke 
more accessible,” says Tom Pirko, president 
of Bevmark, a consultancy. “But the brand is 
not seducing consumers like it used to.” New 
soft drinks, bottled waters and brands of tea 
and coffee are offering consumers more 
choice. Mr Ivester put Coke “within an arm’s 
reach of desire”, as the slogan goes, but didn’t 
understand that desire needs constantly to 
be renewed. 

He replaced Sergio Zyman, a quirky, but 
sometimes brilliant marketer, as head of ad- 
vertising. Some people think Mr Zyman was 
fired because of New Coke; Mr Zyman says 
he left because he was not allowed to experi- 
ment. Mr Ivester replaced him with Charles 
Frenette, an insider, an operations man and 
son of a bottler. Under Mr Frenette, Coke has 
stuck with the tired, seven-year-old “Always 
Coca-Cola” slogan, whereas Pepsi has 
launched its “Joy of Cola” campaign in 
America, designed by a hot-shot marketer 
brought in from Quaker Oats. 

Coke is losing share even in emerging 
markets where it is throwing money at mar- 
keting. It entered China 
three years before Pepsi and 
has twice as many bottling 
plants there, but poor mar- 
keting is losing it share in big 
cities such as Shanghai and 
Beijing, even though Pepsi is 
not increasing its advertis- 
ing budgets. 

Mr Daft needs to revive 
Coke’s brand, crack open 
the group’s inward-looking 
culture and soften its image. 
As an Australian, with ex- 
perience in marketing and 
operations in Japan and 
China, Mr Daft has a pro- 
mising background. He is 
seen as more diplomatic 
and less mechanical than Mr Ivester. “He has 
a sense of humour and can talk about things 
other than syrup concentrate,” says an ana- 
lyst. But as a 30-year Coke veteran he is, inev- 
itably, steeped in the group’s culture. Coke 
needs to start taking some chances. Instead 
of choosing a safe pair of hands, Coke’s 
board might have done better to bring in an 
outsider more willing to shake up the busi- 
ness—and see it fizz. 
= = 
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A dose of reality 


NEW YORK 


The Internet looks tailor-made for selling prescription drugs. So why are web 


pharmacies doing so badly? 


ILLS are small, light and pricey. Purchas- 

ers donot need to touch them or try them 
on. Getting them from pharmaceutical com- 
pany to consumer, via wholesaler, distribu- 
tor and pharmacy is expensive. Sick people 
are reluctant to queue in a shop, or to discuss 
their herpes in public. So hurrah for the In- 
ternet, which cuts out middlemen, saves 
costs and eliminates the trudge down to the 


local drug store. 
This was the premise behind a flurry of 
American online — pharmacies—drug- 


store.com, PlanetRx.com and Soma.com— 
which set up in business over the past 18 
months. They seemed to have it all: a big 
idea; backing from some of the Net's heaviest 
hitters—Amazon.com is the largest share- 


holder in drugstore.com, and its boss, Jeff Be- 
zos is on the board; experienced managers— 
the chief executive of PlanetRx hails from 
Federal Express, while drugstore.com’s used 
to work for Microsoft; and, of course, mini- 
mal revenues and heavy losses. 

When drugstore.com, with revenues of 
$16m and a $72m loss, went public in July, 
only five months after opening for business, 
its shares soared to a valuation of $3 billion. 
PlanetRx.com, with less than $1m in sales in 
its first six months, was worth nearly $1.3 bil- 
lion when it floated in October. 

Yet the euphoria has not lasted. Both 
their share prices have since fallen by half. 
Soma.com has been quietly renamed 
cvs.com after being bought by the big retail 





HONG KONG 


ORGET Finland’s reindeer, London’s 

Dickens or New York's rao Schwartz. 
When it actually comes to making the 
stuff of good tidings, Hong Kong is the 
most Christmassy place there is. From its 
companies come most of the world’s toys, 
along with its Christmas-tree lights, trim- 
mings and yes, even the trees themselves. 
For the big green spruce or sparkling white 
pine around which their presents are 
stacked, millions of good little boys and 
girls this year can thank just one Hong 
Kong company: Boto, the abominable 











It’s a Boto, mummy 





Seasonal adjustment 


snowman of the fake-Christmas-tree in- 
dustry, which has captured nearly 45% of 
the American market. 

Boto’s factories in Shenzhen, China 
employ 6,500 workers, filling up to 50 con- 
tainers a day with hand-wrapped tri- 
umphs of faux foliage to spread cheer 
around the world. There are eighteen-foot 
pines, with real cones and authentic 
smell; or smaller white, gold and silver va- 
rieties in flocked, frosted or prelighted 
form; or just wreaths, centre-pieces, gar- 
lands, swags or sprays. Boto’s vertically in- 
tegrated operation makes everything 
from the lights, omaments and tinsel to 
pvc rigid film, which is cut up to make 
“needles”. 

While the egg-nog flows this is a great 
business. Thanks in part to a glowing re- 
port by David Webb, a usually Scrooge- 
like independent Hong Kong analyst, its 
shares are up nearly 6% this week, near an 
all-time high. Sales, which are growing at 
20% a year, will hit $100m this year. 

Yet there is a fly in Boto’s brandy but- 
ter. What does it do for the rest of the year? 
The toy companies have birthdays, new 
products and parental indulgence to keep 
their sales going throughout the year. But 
there is little call for frosted elms in July. 
This clever company has, however, found 
a neat solution: an equivalent but oppo- 
site seasonal product. In the off months, 
its Shenzhen elves now make rather spiffy 
garden furniture in a new factory next to 
its tree workshop. 
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More pills than profit 


pharmacy chain of that name. And analysts 
have turned from enthusiasts to sceptics: a 
November survey in Business2.0, an In- 
ternet magazine, cited drugstore.com as one 
of the ten “least-trusted” sites on the Internet. 
Wags at Forrester Research talk of “drug- 
store.toast”’. 

The health-care market, it turns out, is 
both more complicated and more competi- 
tive than the Internet companies imagined. 
The American market for prescription drugs 
is tightly controlled by insurance companies 
and _health-management organisations 
(HMos) whose job it is to keep health-care 
claim costs—two-thirds of Americans have 
private health cover—as low as possible. 
They employ henchmen known as pharma- 
cy-benefit managers (pBmMs) to process 
health-insurance claims and oversee the dis- 
tribution of drugs. Without the approval of a 
pBM, a drug retailer will not be reimbursed 
for the cost of a prescription drug and so 
must charge the customer the full cost—on 
average $38 per prescription—rather than 
the $5-10 so-called co-pay fee that is charged 
by most health plans. 

These rpms divide the market into three. 
The first bit, for acute problems such as aller- 
gic reactions, can be handled only by bricks- 
and-mortar pharmacies. Waiting for a pill to 
arrive in the post is hardly an option for 
someone with an attack of asthma. 

At the other extreme are 90-day repeat 
prescriptions for chronic illnesses such as a 
heart condition or depression. The pams con- 
trol this lucrative segment, which they fulfil 
through their own mail-order businesses. 

In the middle is the market that everyone 
is fighting over—30-day prescriptions, a 
huge business representing 87% of America’s 
3 billion prescriptions a year and growing in 
value by 16% a year. The rems have tried this 
market and found it unprofitable for their 
mail-order operations, so they have been 
willing to relinquish it. 

In this market segment, online firms are 
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BEGUNJE, SLOVENIA 


GAINST the shark-toothed wall of the 
Julian Alps, the Elan ski factory looks 
disappointingly nondescript; just another 
mid-sized Slovenian business. For ski 
bums, though, it is so much more. It was 
here that the great Ingemar Stenmark had 
his skis made; and here that the parabolic 
ski, the most significant innovation in ski- 
ing for many decades, was invented. But 
for all its glittering history, there are moguls 
ahead for the company. 

Mr Stenmark, arguably the greatest- 
ever ski racer, put Elan, an unknown Yugo- 
slav ski maker, on the map in the 1970s. 
Nowadays the Slovenian company, found- 
ed in 1948 by Yugoslav soldiers returning 
from the war and now owned by a Cro- 
atian bank, is the only well-known Yugo- 
slav brand name to have survived the 
break-up of the country. 

Elan’s big breakthrough came after 40 
years in business. The company decided to 
invent the skiing equivalent of the over- 
sized tennis-raquet—a ski that would al- 
low skiers to have more fun on the snow 
without falling over. As Elan tells it, the 
shaped ski—they called it scx or side-cut 
experimental—was designed in Begunje in 
1988. Elan introduced it into the North 
American market in 1993. It was named ski 
of the year by the trade press. By 1996 al- 
most all ski makers, after dismissing the 
scx as a gimmick, had developed their 
own versions of shaped skis. Shaped skis in 
one form or other now account for 70% of 
skisales. 








Once more, with Elan 


Elan’s problem now is that the indus- 
try has consolidated and, by the standards 
of today’s ski-makers, Elan is small, vulner- 
able and undercapitalised. Firms such as 
Rossignol from France or Head from Aus- 
tria can spend more on advertising, mil- 
lion-dollar endorsements of ski racers, and 
product-placement in shops. 
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Elan has survived through innovation 
in the past, but these days the ski business 
is more like fashion than manufacturing. 
Most of what passes for innovation is gim- 
micry and marketing. Ski makers, like fash- 
ion houses, have to repackage their pro- 
duct every autumn, persuading skiers that 
last year’s miracle boards are as nothing to 
this year’s marvels. A “breakthrough” is of- 
ten little more than a new colour and a 
sheen of titanium. One maker boasts of us- 
ing in its skis the same “piezo-chip technol- 
ogy” that America’s Department of De- 
fence used to dampen vibration on the 
wings of its fighters. 

Elan’s latest innovation is short, 
shaped skis. But this is not proprietory 
technology. If they take off, big companies 
will soon begin copying them. And, the big 
companies are doing well these days, after 
a slump in the mid-1990s. Rossignol’s sales 
increased by 13% in the six months to Sep- 
tember, to around $170m. The big compa- 
nies are growing by hoovering up smaller 
ones. 

Some medium-sized makers have sur- 
vived by diversifying. K2, an American 
company based on an island in Washing- 
ton State’s Puget Sound, has transformed it- 
self into a sports-equipment maker with a 
$575m annual turnover. k2 now makes 
roller blades, fishing poles, bicycles and 
backpacks, as well as skis. 

But even the middle of the Puget Sound 
seems a better place from which to sell 
sports gear to the Americans than Slovenia. 
Elan has tried diversification, but it hasn’t 
worked. Perhaps the short, shaped skis will 
buy Elan time, but Yugoslavia’s last brand 
looks to be in for a bumpy ride. 











competing with conventional pharmacies. 
Companies such as Walgreens, cvs, Rite-Aid 
and Eckerd, which together process some 
28% of all prescriptions in America, have the 
advantage of scale. They get discounts from 
drug makers and wholesalers—though even 
then, as Rite-Aid’s recent profit warnings 
suggest, it’s hard to make much money. 

Ofcourse, online stores do not have toin- 
vest in all those shops. But the cost of fulfil- 
ment is turning out to be huge. Bill Razzouk, 
the chief executive of PlanetRx, says that so 
as to maintain trust in a brand, firms must 
control everything from taking an order to 
picking, packing and shipping it. Mr Raz- 
zouk is investing “millions and millions” in 
automating his company’s 165,000-square- 
foot warehouse in Memphis, so that he can 
keep the promises he makes in his $40m of 
brand advertising. Drugstore.com currently 
outsources fulfilment—odd, given Mr Be- 
zos’s obsession with building perfect distri- 
bution systems—which is one reason for its 
poor reputation. 

pBMs are the second problem for online 
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pharmacies. They initially refused to accept 
online stores at all, but are now changing 
their minds. They can see how they might 
exploit web pharmacies’ advertising to at- 
tract more people into the mail-order pre- 
scription market. Now, in return for allowing 
web firms to fill insured prescriptions, the 
ppMseither want to be paid for their co-oper- 
ation, or are demanding that they handle the 
distribution themselves. 

In response, some online pharmacies 
have given up. Soma.com sold out to cvs, 
which has since allied itself with Merck- 
Medco, a subsidiary of Merck, a drug firm. 
Merck-Medco is America’s biggest pam. Oth- 
ers are scrambling to find backers. A reluc- 
tant drugstore.com sold 25% of itself to Rite- 
Aid, which owns rcs, America’s second big- 
gest ppm. Last month PlanetRx hooked up 
with Express Scripts, the number three pam, 
selling ita 20% stake. 

Little of the value of these deals went to 
the online firm. Merck-Medco fills all the 30- 
day mailed prescriptions ordered through 
cvs.com from its own warehouse. Express 


Scripts gets $1m a year simply for giving 
PlanetRx access to the customers of the 
HMOs it serves. Diana Baumohl, head of 
planning, calls it “a chance to test the In- 
ternet and lose nothing,” because Express 
does not need to consolidate PlanetRx’s 
losses. The physical stores have done well 
too. cvs got a fully formed Internet channel 
for only $30m. And, despite Drugstore.com’s 
share price fall, Rite-Aid is sitting on a paper 
profit of around $320m—handy given the 
group's current financial problems. 

None of this suggests that the Internet 
will not feature in drug retailing. Online 
pharmacies are well-placed to collect and 
eventually sell data on patients. That is one 
reason why conventional pharmacies— 
most recently, Walgreens—are investing in 
developing the Internet as another channel. 
But online retailers are unlikely to succeed as 
stand-alone businesses. The idea that they 
could whip the entire business away from 
existing health-care companies was a wild 
one. What were they on? 
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EOPLE who run stock exchanges tend to 

be dry, conservative types. Werner Seifert, 
who runs Frankfurt’s exchanges, is cut from 
more colourful cloth. Ata party held in 1997 to 
celebrate the launch of Germany’s new elec- 
tronic share-trading system, Xetra, the 
bourse’s boss was expected to give a speech. 
Instead, he sat at a piano and played a song he 
had penned to commemorate the launch. In 
the comer of his office sit two electric key- 
boards and an amplifier. When time allows, 
he jams with the exchange’s cro, who plays 
be-bop trumpet. A member of the derivatives 
team occasionally joins on alto sax. 

Mr Seifert, who this week launched an- 
other shake-up at the exchange, thinks as un- 
conventionally as he behaves. He likes to 
compare Deutsche Borse, the company that 
runs Frankfurt’s stock exchange, to Yahoo! 
and Microsoft rather than financial firms. He 
believes that Europe’s exchanges, in their current form, are 
doomed. It makes no sense to have a lot of exchanges in a single 
currency area, because they disperse liquidity and keep trading 
costs high. It makes no sense to keep old-fashioned trading pits 
when technology lets anyone trade from a terminal anywhere. He 
expects a wave of stockmarket mergers, but views this prospect 
with excitement rather than trepidation: he believes that banks, is- 
suers and investors could save a combined €10 billion ($10.2 bil- 
lion) or more in the process. 

When Mr Seifert joined Deutsche Börse in 1993 from Swiss Re, a 
reinsurer, Frankfurt was losing business and grappling with a trou- 
blesome new trading system. The exchange was “run more like an 
electrical utility than a financial outfit,” says anemployee. London 
scoffed at the idea that Frankfurt might soon become a serious ri- 
val, But thanks to Mr Seifert’s quick switch to electronic trading 
and a push tocreate new markets for smaller firms, Frankfurt now 
boasts the world’s biggest derivatives exchange, Europe’s busiest 
market for hi-tech firms, and a pivotal role in shaping the trading 
and clearing of Europe’s blue-chip shares. As a result, German 
companies are rushing to market (see chart). 

When Mr Seifert took over, international alliances were un- 
fashionable among stock exchanges. But his roots as a consul- 
tant—he spent seven years at McKinsey, 


Frankfurt’s impatient maestro 


Werner Seifert’s radical thinking helped him put Frankfurt on Europe’s financial map, but 
co-operating to create a European exchange demands other skills 











alliances. More recently, Eurex allied itself to 
the Chicago Board of Trade, America’s biggest 
futures market, which will license Eurex’s 
trading system. But Mr Seifert’s biggest coup 
was to win equal terms for Frankfurt in a deal 
with the bigger London Stock Exchange tode- 
velop a common trading platform for leading 
shares. London had been so spooked by Eu- 
rex’s success it decided to co-operate rather 
than fight. Six other exchanges, including Par- | 
is, have since joined the alliance. l 

All this, and the thick-set, pipe-smoking | 
Mr Seifert is not even German, but Swiss. Be- | 
ing an outsider may have helped, though. He 
has never been hung upon keeping Deutsche 
Borse Deutsch, or even a Borse in the old 
sense. And having never worked in banking, | 
Mr Seifert was not inhibited about taking on 
those that wanted to block change, such as 
the stuffier banks: “No old Frankfurt hand 
would have tried what he has, or could have pulled it off,” says a 
Frankfurt money man. 


Stock block 


But Mr Seifert’s vision of a Europe without trading frontiers is still 
distant. The eight-exchange alliance has become bogged down in | 
disagreement over whose technology to use. Mr Seifert’s original | 
goal, to build a single pan-European trading platform usingasin- | 
gle technology, has been downgraded to a “virtual exchange” that 
links the exchanges’ own trading systems. Meanwhile, Frankfurt’s 
efforts to set up a single clearing house for European shares have 
been hampered by Paris’s decision to join a rival clearing house. 

Mr Seifert himself is partly to blame for these hiccups. He 
preaches compromise and claims to abhor “systems chauvinists”. | 
Yet he has fought to keep Xetra as the alliance’s technology plat- | 
form, even though other systems, such as the French one, are argu- | 
ably better. His personal style is “very energetic but also very 
pushy”, says the boss of another exchange. His energy degenerates 
easily into impatience with those who disagree with him. He has 
vision aplenty, but lacks the diplomatic skills needed to weld to- 
gether eight proud exchanges in politically prickly Europe. 

Some see this week’s shake-up at Deutsche Borse, which will 
involve selling stakes in the exchange to 











which explains his fondness for flow 
charts and scattergrams—had persuaded 
him that co-operation was the way for- 
ward. Frankfurt hoped to get access to 


German [POs 


‘Offerings aplenty 


foreign banks as well as a possible public 
offering, as a sign that Mr Seifert has lost 
patience. He insists that reports of the alli- 
ance’s demise are exaggerated, and that 








other exchanges’ financial products and 


Frankfurt is merely rejigging ownership to 





customers in return for sharingits whizzy, F 
low-cost trading system. 
In 1997, Mr Seifert merged Frankfurt’s 





derivatives exchange with its Swiss coun- 
terpart to form Eurex, whose nifty tech- 
nology helped it to poach the lion’s share 
of business in German government-bond 
(or Bund) futures from Liffe, London’s de- 
rivatives exchange. The raid shook Liffe 
into speeding up the introduction of its 
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reflect its internationalism: “There isnoal- 
ternative to co-operation,” he shrugs. 
Another interpretation is that the re- | 
vamp is Frankfurt’s first step in striking 
out alone. This view is reinforced by the 
decision to rename the exchange Euro- | 
board and set up internet-based trading | 
networks tostrike back atupstartssuchas | 
Nasdaq Europe. Not a diplomatic move, 
perhaps—but the kind of pushy initiative 














own electronic system and scouting out [Seure Deutsche Borse 


| 
that Mr Seifert revels in. | 
d 
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There is never room for complacency. 


Jo matter how many awards we have won in the past, patting ourselves on the back is not something we indulge in. For a start, we don’t work for aw: 
ve work for you. Which is why our recent award for ‘Best at treasury in Asia’ in Euromoney’s ‘Awards for Excellence 1999’ is really yours. Our thanks 


Or encouraging us to improve our services year on year and we look forward to surpassing your expectations in the future. www.hsbemarkets:com: 
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YOUR WORLD OF FINANCIAL SERVICES 
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Natural selection at work. 


The challenge of digital imaging is not to show 
greener grass, a bluer sky or brighter carrots than 

we see on earth. Canon's approach is different. 

We believe a natural-looking image is best. Natural 
textures. Natural lines. Natural colours. From capture 
to connection to output, Canon’s digital imaging 
technology shows you the world as you see it. 


http://www.canon.com 


Š T Canon ts supporting the UNEP International Photographic Competition on the Environment 109-2000 
huptows.unep-phow.con’ — E-maitphotocomp@unep.org Fax-+254-2-623027 
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EUROPEAN MEDIA 





Flirtation and frustration 


BRUSSELS, MILAN AND PARIS 


Frightened by the size and power of the American giants, Europe’s media 
companies are getting together to try to build companies that can match their 


strength. It is proving difficult 


«6 O YOU know the théâtre de boule- 

vard of late-1gth-century France?” 
asks Fedele Confalonieri, boss of Italy’s big- 
gest private-sector television company, Me- 
diaset. “Everybody jumps in and out of bed 
with everybody else. Lovers, husbands, 
wives, all swapping partners. That is what 
Europe’s media business has been like for 
the past couple of years.” 

The latest pair to snuggle down together 
are Rupert Murdoch and Leo Kirch. The two 
have been talking for months; and BSkys, the 
British satellite broadcaster of which Mr 
Murdoch owns 40%, said on December 6th 
that it is taking 24% of KirchPayrv from the 
German media mogul’s Kirch Group. 

Minority stakes are about as close to 
commitment as media companies get in Eu- 
rope’s flirtatious environment. Mr Kirch was 
not Mr Murdoch’s first choice of partner. He 
originally tried to buy the television interests 
of Silvio Berlusconi, Italy’s biggest media 
magnate, but the deal fell through. Mr Ber- 
lusconi delicately manoeuvred himself to- 
wards Mr Kirch—earlier this year they an- 
nounced an alliance, on which they plan to 
build what they describe as the first Euro- 
pean television network. Meanwhile, Mr 
Murdoch invested in an Italian pay-rv plat- 
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form, Stream, in partnership with Mediaset, 
Telecom Italia and a bunch of Italian football 
teams, while trying to negotiate a merger 
with the biggest power in European pay-tv, 
France's Canal Plus. 

And for its part Canal Plus has been ex- 
panding energetically abroad in the 1990s, 
moving into Belgium, then Spain, Germany 
and Poland. It bought Nethold, a Dutch pay- 
TV Operator, in 1996, and more recently ac- 
quired Mr Kirch’s and Mr Berlusconi's stakes 
in Telepiu, Italy’s main pay-rv platform. The 
marriage with Mr Murdoch looked made in 
heaven to the businessmen—but not to the 
politicians, whose protests sank it. 

As a result of all this bed-hopping, Eu- 
rope’s media industry is now a confusion of 
alliances of one sort or another. Everybody is 
in everybody else’s business (see chart on 
next page). Why this tangled tale? Not be- 
cause Europeans like their business lives as 
complicated as their love-lives, but because 
of conflicting forces at work. Whereas the 
forces consolidating media businesses all 
over the world are pushing these companies 
together, other forces, peculiar to Europe’s 
political economy, are keeping them apart— 
with potentially damaging consequences. 

The strongest influence pushing them 


together is America. European media com- 
panies have been looking at developments 
across the Atlantic with trepidation. Over 
the past five years a series of mergers has 
turned a once-fragmented business into an 
industry dominated by giants, Each compa- 
ny hasa finger in pretty much every bit of the 
entertainment business—broadcast and 
pay-tv, publishing, music, new media, mer- 
chandising. All benefit from the size of their 
domestic market. And all are, to varying de- 
grees, testing the international market. 

Some of the Americans are investing in 
Europe—as Time Warner has, in distribu- 
tion, through its investment in Canal Plus’s 
satellite platform. To satisfy Europe’s bur- 
geoning appetite for television, most are sell- 
ing their channels—such as Time Wamer’s 
CNN, Viacom’s Nickelodeon or mtv— 
throughout Europe’s growing pay-Tv mar- 
kets. All are selling their feature films, their 
made-for-rv movies, and their chat shows. 

And Europe’s media companies fear 
that the global invasion may gather pace. 
Regulations designed to keep the Americans 
out, such as the sort-of-voluntary 50% local- 
content quota the £u has imposed on televi- 
sion broadcasters, will become useless if 
broadcasting over the Internet takes off. 

What’s more, the Americans are not only 
competitors: they are the Europeans’ suppli- 
ers too. All European media companies live 
off American programming. And since big 
customers get better deals, that is another ar- 
gument for being big. 

Europe’s companies have decided that 
they must grow. It is scale, they believe, that 
allows American companies to amortise 
costs at home and then flog shows off cheap 
to the foreigners; it is scale that allows Ameri- 
can companies to distribute movies globally 
and turn them into great worldwide cultural 
events; it is scale that has built libraries on 
the back of which American companies can 
launch new channels around the globe. If 
Europe’s companies are to compete with the 
Americans, they need scale too. 


Slow motion 


Companies wanting to grow look first to 
their home market. But European media 
firms mostly meet with nothing but frustra- 
tion. Limits on spectrum have limited the 
number of commercial broadcasters so they 
often hit the ceilings set by ordinary compe- 
tition law, precluding mergers between 
them. But even where deals would be possi- 
ble, media businesses tend to be constrained 
by special rules limiting their freedom, be- 
cause the media are seen as special. In Brit- 
ain, for instance, no operator can own more 
than 15% of audience share and nobody with 
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more than 20% of newspaper cir- 
culation can own a television 
broadcaster—which is why Mr 
Murdoch. has never been able to 
get into the terrestrial broadcast- 
ing business in Britain. 

Since the media business is a 
political one, proposed media 
mergers are easily and often poli- 
ticised. Witness Mr Murdoch’s at- 
tempts to take over Manchester 
United Football Club (football is 
a television-content business 
these days). The economic 
grounds for turning down the 
takeover were weak, but the po- 
litical grounds were strong, since 
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ring France's Gérard: Depardieu 
and Italy’s Ornella Muti, was a hit 
in France, Germany, Spain, Italy 
and Russia. But the same exarn- 
ples always come up. Pan-Euro- 
pean successes can be counted 
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on the fingers of one hand. 








Not thatEuropeans are gener- 
ally reluctant to watch foreign 

















stuff. Indeed, as the number of 
television channels grows in Eu- 
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rope, it sucks in ever more im- 
ported programming—and the 
Americans seem to be gaining. 
The number of hours of televi- 
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the rest of the country’s media 
owners rose with one voice to 




















protest against an infringement 
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sion that European television 
channels imported from other 
European countries fell in 1994-97 
from 30,400 to 28,000, whereas 
the number of hours of American 
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of the basic freedoms of English- 
men. The government threw the proposal 
out; the nation (or at least the other media 
owners) rejoiced. 

Those mergers that get past the national 
regulator rarely slip through the net of the 
European Commission, whose competition 
directorate strikes terror in media compa- 
nies’ hearts. (Canal Plus has an entire depart- 
ment devoted to dealing with Europe.) 

The competition directorate is deter- 
mined to preserve rivalry in the pay-rv busi- 
ness within Europe’s separate national mar- 
kets. So it threw out the proposed merger of 
Bertelsmann’s and Kirch’s pay-rv platforms, 
even though the consequence was that Ber- 
telsmann has pulled out of pay-tv, Kirch has 
been driven into Mr Murdoch’s arms and 
Germany still has only one pay-rv platform. 
In Spain, the directorate made it clear it 
would not sanction a merger between two 
unprofitable platforms. And everywhere in 
Europe, two strong pay-Tv operators has 
meant two loss-making companies. 

The pay-rv operators argue that the 
competition directorate is looking at the 
wrong market. They say they are competing 
not only with other pay-rv channels but 
also, both for rights and for audiences, 
with free-to-air television. And they are 
supported by the commission’s educa- 
tion and culture directorate, whose job is 
to promote European culture. It believes 
that the competition directorate’s policy 
leads to bidding wars that will bankrupt 
European companies and enrich not 
consumers but rights-holders such as 
football clubs and American film stu- 
dios. But since the competition directo- 
rate has the power to permit or forbid 
mergers, the arguments of education 
and culture hold little sway. 

So the media companies have to 
look elsewhere for growth. That means 
moving out of their core businesses or 
out of their home markets. Since con- 
glomerates are unfashionable and glo- 
balisation is not, international adven- 
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turism is the usual path. 

Keen to help build a European media 
business, the education and culture directo- 
rate has made it easier for them by bringing 
down some of the barriers to building com- 
panies across borders. Its 1989 directive, 
“Television without frontiers”, forced Euro- 
pean countries to accept each other's broad- 
casts. As a result, in the smaller European 
countries—Belgium, the Netherlands and 
Portugal—richer foreign broadcasters from 
larger countries are taking the market. Broad- 
casters have used harmonisation to get 
around local restrictions, too: Sweden, for in- 
stance, bans advertising to children—so Tv3, 
one of its most popular channels, broadcasts 
from Britain, which has no such restriction. 

But this is marginal stuff. There is little 
trade between the big markets. A few Euro- 
pean series have worked: “Inspector Der- 
rick”, a German detective series, thrilled Eu- 
ropeans from coast to coast for 24 years and 
281 episodes. The curtain fell last year, when 
the star was 75 and the writer 83. Last year’s 
“The Count of Monte Cristo,” a $20m co-pro- 
duction between Mediaset, Kirch Media and 
France’s TF1, with a pan-European cast star- 


television that they imported 
rose from 175,000 to 202,000 over the period, 

The problem is that Europeans do not 
watch each other’s programmes. Why not? 
Perhaps the Americans are just better at it. 
Perhaps Europeans are so used to the mean 
streets of New York and the fat suburbs of 
Los Angeles they barely regard such settings 
as foreign. Or perhaps American companies 
are rich enough to make the big-budget pro- 
grammes with big explosions and big stars 
that everybody likes to watch. 


Bills of rights 

That is what Canal Plus believes, and why it 
is trying to take on the American studios. It 
reckons that the way to make pay-tv work is 
to own nights; that todo so you need to make 
movies; that the only way of making movies 
economically is to own movie distribution. 
Soit has created a film studio, with a produc- 
tion and distribution arm, which will feed its 
pay-tv platforms throughout Europe. It will 
not make “European” films: it will make: 
French and Spanish and Italian movies and 
soon; and its impact is already visible. Watch 
a movie from any European country these 
days, and you will usually see Canal Plus’s 
name attached. 
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So tineludes: ‘CLT-UFA, 1997 test 


The more subscribers Canal Plus 
has, the better the chance that the movie 
studio will work, which was one reason 
for the sSkys merger plan. But Canal 
Plus came up against the hostility in Eu- 
rope to cross-border mergers. The deal 
was called off for “bad French reasons”, 
according to Pierre Lescure, the compa- 
ny’s chairman. “Our competitors in 
France alerted the politicians. They said 
we were selling our soul and our keys to 
Murdoch. I found it pretty humiliating, 
because it was a match of equals. But at 
the fourth meeting with Murdoch I said 
we've got to stop. The culture minister's 
attacking me in parliament.” 

There was no legal barrier to the 
merger of BSkys and Canal Plus. Mr 








Murdoch may not be European, but 
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urope’s American cable giant 


ee E LIKE your kind of company,” 
Robert Verrue, the director-gener- 
al of the European Commission directo- 
rate in charge of telecoms, told United Pan- 
Europe Communications (urc) at the 
party last week to inaugurate its Brussels 
office. Not many media firms get that sort 
of reception in Brussels, especially when 
they are subsidiaries of American ones. But 
then urcisacable company, which means 
itis notjust a media company, butalsoa te- 
lecoms company and now a high-speed 
Internet company. That is why both the 
market and the regulators regard this new 


Overhead cable 
Share prices, € terms 
Feb 12th 1999=100 





*Average share price of 12 quoted nies 
Source: Primark Datastream weighed by market capitalnation 











force in Europe so favourably. 

upc, based in Amsterdam and 51% 
owned by UnitedGlobalCom of Denver, 
has grown by snapping up cable systems 
that regulators have forced incumbent te- 
lecoms firms to sell. Its boss, Mark Schneid- 
er—who, like Europe’s other big cable bar- 
on, NTL’s Barclay Knapp, is American—has 
raised around $4 billion in the past year to 
feed urc’s growth. In February Microsoft 
took an 8% stake, for $330m. 

upc now has cable systems in 12 Euro- 
pean countries and Israel, and, once Deut- 
sche Telekom has sold its cable assets, it will 
be the biggest cable company in Europe. It 
has also, since it floated in February, been 
the best-performing of Europe's big media 
and cable shares (see chart). 

The regulators like upc because it pro- 
vides the competition to telecoms firms 
that they have been struggling to encour- 
age. The markets like urc partly because 
the regulators do—governments are un- 
likely to frustrate its growth—and also be- 
cause everybody likes cable these days.Ca- 
ble has three potential streams of revenue 
(television, telephone and high-speed In- 
ternet). Broadcast television has only one 
(advertising), satellite television has one 
and a half (subscriptions and a bit of ad- 
vertising), and telecoms companies have 
two (telephone and high-speed Internet). 





And cable is widely held to be the best way 
of delivering high-speed Internet access, 
and with it the whole of the digital future. 

So what is to stop urc becoming bigger 
still? Competition might be one obstacle. 
upc started buying cable networks early. 
Now bidders are piling in, and prices have 
rocketed this year. 

Some telecoms incumbents make life 
difficult, too. uec wants a slice of Deutsche 
Telekom's operations, and Mr Schneider 
complains that the sale is being conducted 
in such a way as to squash, not encourage, 
competition, Similarly, uec got out of 
Spain and Portugal because the markets 
were skewed in favour of the incumbents. 

But the bigger threat is that the regula- 
tory tables could be turned. urc has flour- 
ished because competition has been 
forced on the telecoms firms. Internet-ser- 
vice providers (isps) are beginning to argue 
that urc should get a dose of its own medi- 
cine. Other tsps, such as AOL, argue that 
consumers who buy high-speed access 
from urc should not automatically be 
hooked up to upc’s own Internet-service 
provider, Chello. They are trying to force 
upc and other European cable companies 
to allow open access to their networks. 

ATAT, America’s biggest cable compa- 
ny, has been arguing with America’s regu- 
lator, the Fcc, about this, and on Decem- 
ber 6th announced that it was offering 
competing srs partial access to its net- 
works. urc may have to follow. 
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BSkys is as British as the nation’s astonish- 
ingly healthy beefsteak. Still, even in the ab- 
sence of legislation, French politicians are 
adept at discouraging cross-border mergers 
in this area. Media firms know they depend 
on politicians’ goodwill and are unwilling to 
push unpopular deals. A media boss says in 
exasperation, “You want to buy a company 
in France? You have to get the agreement of 
the ministry of defence, the archbishop, Fa- 
ther Christmas. It’s impossible.” 

Italy can be tough, too. The Italian gov- 
ernment knew that Mr Murdoch was sniff- 
ing around the country’s broadcasting assets. 
It also knew that his strategy for building 
television businesses, in both Britain and 
America, has been to buy sports rights. So it 
rushed through a law banning any one com- 
pany from owning more than 60% of the 
country’s football rights. 

And the same urge may also be behind 
the British government's decision to ask the 
regulator to look at a planned cable merger 
between NTL and the residential cable busi- 
ness of Cable and Wireless. The Office of Fair 
Trading recommended that the merger be al- 
lowed to go ahead; the government, giving 
scant reason, ignored it and then, for good 
measure, referred the purchase of 25% of 
BSkys by Vivendi, a French utilities and me- 
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dia company that owns 49% of Canal Plus. 
Observers noted that, if the deal goes 
through, ntt’s biggest shareholder will be 
France Telecom; and that the French govern- 
ment was arguing with the British over beef. 

The knee-jerk nationalism of Europe's 
politicians is thus frustrating the media com- 
panies’ ambitions to build bigger, stronger 
companies. “The thing that gets in the way”, 
says Mr Lescure of Canal Plus, “is the people 
who want to stay within the castle walls of 
France. I say that’s ridiculous. We could do 
something magnificent at a 
European level.” 

Yet at the same time, Mr 
Lescure insists that the quotas 
protecting the French film in- 
dustry have been crucial. “I'm 
totally convinced that with- 
out quotas there wouldn't be 
any local industry at all, espe- 
cially in Latin countries where 
imports flood in.” 

Europe’s media compa- 
nies hate the special restric- 
tions that apply to media 
firms, but they lobby passion- 
ately for the retention of quo- 








from imports. They want it both ways; but 
they may end up getting it neither. The cul- 
tural protection media firms have enjoyed is 
unlikely to last, because it will become in- 
creasingly hard for politicians to control the 
way that film is delivered into people's living 
rooms. But if the politicians and regulators 
do not take a more relaxed attitude to re- 
structuring, European media firms will have 
little chance of growing strong enough to 
compete successfully with the big American 
companies. The dénouement could be bleak. 





tas on European content, 
which protect the products 
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Bangkok 


It is rare for a corporation to implement a 
coherent vision as fully and speedily. as | Equant. 
Morgan Stanley Dean Witter salutes this achievement 
and is proud to have played its part. 

In the last 18 months, we have helped Equant and 
founding the -Air 
Community and Morgan Stanley Dean Witter Capital 


its shareholders, Transport 


Partners to realise this vision through the equity capital 


markets with bigger, better and faster offerings, raising 
US$8.6 billion in three transactions. 


We believe this success isan accurate reflection of 





Equants strengths as a data communications company 
with a focus on quality and performance. It is also an 
impressive demonstration of the financing solutions that 
our experience, expertise and distribution power bring 


to our clients’ businesses. www. misdw.com 
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BEIJING 


Problems left over from history 


China has promised a radical opening-up of finance. Can its banks cope? 


OCLINCH a deal last month with Amer- 

ica over joining the World Trade Organi- 
sation (wro), China made many “conces- 
sions”. But some of the most sweeping were 
in banking. If China’s wro entry goes 
ahead—and Congress has yet to have its say 
(see page 17)—all the geographical limits that 
restrict foreign-bank business in China will 
go. Within two years, foreign banks will be 
able to accept deposits from Chinese busi- 
nesses, and make loans to them too. Within 
five years, they will be able todo the same for 
individuals. In a country that has until now 
offered only tiny sops to foreign bankers, this 
is progress. 

But what does it say about Chinese 
policymakers’ thinking? First, that they 
probably dismiss the risks of a full-blown 
crisis in the banking system (even though the 
big four state-owned giants are insolvent by 
western standards). Second, that banks are 
slowly getting their act together in behaving 
more commercially, but policymakers think 
that a bit of foreign prodding might help. 
Third, and perhaps most important, that 
they believe China’s state banks have such a 
home advantage that even sophisticated for- 
eigners will struggle in the country. 

On all three counts, China’s leaders are 
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probably right—in the short-term, that is. Be- 
yond three years or so, however, only funda- 
mental reform can avert a systemic banking 
crisis. The government has enjoyed some 
leeway: the level of its debt to Gop is fairly 
low, at 24%, though rising fast. But until now, 
China’s leaders have not used it to push re- 
form. Recently, however, there has been 
some action. The power of local Communist 
Party barons to bully the branches of state 
banks has been curtailed, thanks partly to a 
reorganisation of the central bank, the fount 
of credit, cutting across provincial lines. State 
banks are no longer forced to lend to local 
state-owned enterprises (soes) or govern- 
ment projects. 

Even companies that fall under the cen- 
tral government have felt a change in the 
way the state banks treat them. A few 
months ago, the Bank of China threatened to 
cut its credit lines to cosco, China's giant 
shipping firm. Until recently, big state firms 
such as cosco counted unthinkingly upon 
the big four state banks to supply, in particu- 
lar, their working capital. Now, frightened of 
losing their credit lines, they are talking 
about the merits of “relationship banking”. 
Admittedly, however, bank managers have 
yet to pluck up courage to lend more than to- 





ken amounts to deserving non-state firms— 
one reason why China’s credit crunch has 
proved so persistent. 

Of even greater importance are the cen- 
tral government's attempts to clean up the 
banks’ balance sheets, removing their accu- 
mulated bad loans. China has adopted the 
model of America’s Resolution Trust Corpo- 
ration, which took on the loans of bankrupt 
savings-and-loan companies. Several so- 
called “asset-management companies” 
(Amcs) are up and running, led by Cinda, 
which is taking over the bad loans of the Chi- 
na Construction Bank, one of the worst-af- 
flicted of the big four. The aim over the com- 
ing years is to clear from the books of the 
state banks some $1.2 trillion of loans that 
turned sour before 1995. That will cost about 
14% of China’s 1999 GDP. 

Itis easy to be cynical about how much is 
likely to be recovered from the assets taken 
over by the Amcs. The government assumes 
that 30% of the loans are recoverable over 
about ten years, as enterprises are restruc- 
tured or loans sold. Yet national bankruptcy 
laws are weak; there is no real market for the 
repackaged assets; and management exper- 
tise at the AMCs is spread thin. It is not clear 
why these entities should be any more suc- 
cessful than the banks at turning round non- 
performing loans. Still, that overlooks the 
main point: that for the first time the govern- 
ment has recognised it will have to pay from 
the budget for the costs of past excesses. 

Even if the amcs succeed, the govern- 
ment will almost certainly have to put in 
more money. First, it is by no means clear 
whether $1.2 trillion is really enough to clear 
the pre-1995 non-performing loans. Second, 
some loans have turned sour since 1995.Gov- 
ernment officials say the amounts are small. 
But the past four years has seen wild proper- 
ty speculation in China's big cities, as well as 
investment by soes in industries that al- 
ready had huge overcapacity. 

Fred Hu, of Goldman Sachs in Hong 
Kong, argues that the government can afford 
the total costs of cleaning up the banking sys- 
tem—if it acts now. He reckons that total bad 
loans are $272 billion, or 26% of China’s GDP 
in 1999. The government-debt to Gpr ratio, 
under his scenario, will double to a peak of 
48% of Gpr in 2002, a manageable figure. Yet 
he argues that cleaning up the “stock” of bad 
loans (ie, the backlog of bad loans that are the 
legacy of unsound, socialist credit alloca- 
tion) is easier than tackling the ongoing 
“flows”. Unless China restructures its ineffi- 
cient state industry, removes the remaining 
obligations on state banks to lend on govern- 
ment orders, and liberalises interest rates to 
provide a measure of competition, then the 
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bad-loan problem could re-emerge. 

What of the threat from foreign banks? 
Several commentators argue that Chinese 
policymakers are right to think it is not great. 
The state banks still have immense competi- 
tive advantages. They have branches on ev- 
ery street corner, and, most important, the 
government implicitly guarantees house- 
hold deposits in state banks. It is this guaran- 
tee that has done most to forestall an open 
banking crisis in China. On the few occa- 
sions when small financial institutions have 
collapsed, the government has done its ut- 
most to protect even illegal depositors. 

More profound than the foreign threat, 
according to Sheng Hong, a reformist econo- 
mist at the Unirule Institute at the Chinese 
Academy of Social Sciences, would be the 


opening of Chinese banking to domestic 
competition, through interest-rate liberalisa- 
tion. So far, the central bank has notlaid outa 
timetable for liberalisation, perhaps because 
it fears deposits will rush out of the state 
banks in search of higher returns. But with- 
out the ability to compete on interest rates, 
says Mr Sheng, China will anyway find it 
hard to attract foreign investment in bank- 
ing. 
This desire to keep deposits in state 
banks risks slowing the pace of reforms. Yet 
the government really has nochoice. Serious, 
competitive reform to the banking system is 
essential if the state banks’ legacy of poor 
profitability and high non-performing loans 
is not to continue jeopardising the country’s 
prospects for growth. 

a 








Banking 


Death in Monte Carlo 


All his riches could not save Edmond Safra from his inner fears. Now others 
fear his banking franchise may not survive his death 


AS it the Russian mafia, whose pay- 

masters sun themselves on the neigh- 
bouring French Riviera, or were the assail- 
ants Muslim fundamentalists? The death in 
the early hours of December 3rd of Edmond 
Safra, a billionaire banker, slaked the thirst of 
conspiracy theorists. The exotic speculation 
seemed unfounded. But it cast a shadow ov- 
er the banking empire he left behind. 

Mr Safra died after an apparent break-in 
by two armed, hooded intruders at his pala- 
tial apartment in Monaco. Conspiracy theo- 
ries did not seem outlandish. After all, ac- 
cording to his friend, Henry Kissinger, a 
former American secretary of state, Mr Safra 
believed that, as a wealthy Jew, he was “a 
target for kidnapping and Arab terrorists”. 
Indeed, in the early 1990s, a relative had been 


74 


abducted and held captive in the Brazilian 
jungle, before being freed for a ransom. 

Then there was the Russian connection. 
In August last year, Republic National Bank, 
in which Mr Safra held a 29% stake, had alert- 
ed the authorities to suspicious transactions 
involving Russian clients. Was Mr Safra’s 
violent death a warning to his underlings not 
totell any more tales? Or had it todo with the 
indictment of Martin Armstrong, a futures 
trader, for an alleged fraud that was backed 
by funds held by Republic—an incident that 
had delayed the purchase, for $10 billion, of 
Republic by Hssc,a Sino-British bank? 

The truth may be far more mundane, if 
just as odd, There were no assailants—much 
to the relief of the authorities in Monaco, 
which prides itself on offering its rich resi- 


dents low taxes and high security. Mr Safra’s 
own nurse, Tom Maher, confessed on De- 
cember 6th that he had started the blaze as 
part of a ruse to enable him to save Mr Safra. 
and appear a hero. Mr Safra and another 
nurse, a woman, had barricaded themselves 
in a bathroom, and died from the fumes 
Firefighters might have saved them. But Mı 
Safra was so afraid of the imagined assailants 
that he ignored his wife’s pleas to come out. 


A life full and fearful 


Mr Safra had long lived life cautiously and 
discreetly. He was a Sephardic Jew, a mem- 
ber of the tribe that had been expelled from 
Spain in the 15th century. He came from 2 
long line of bankers who had financed trade 
in the old Ottoman empire. After its collapse 
Edmond’s father, Jacob, left Syria to set up his 
own bank in Beirut. Edmond felt such re- 
spect for his father—he said he learned his 
trading instincts from watching him in car- 
pet bazaars—that, later in life, he would 
“consult” his father’s portrait when faced 
with a tricky decision. 

The Lebanese refuge did not last long. Ir 
1948, with the birth of the state of Israel, Bei- 
rut’s Sephardic Jews found the political cli- 
mate rougher. The 16-year-old Edmond went 
to Milan, where he made money from ex: 
ploiting price differences between Italiar 
and British gold sovereigns. The family 
moved to Brazil in 1953, when Edmond was 
21, and started trading there. In 1962 Edmond 
sold his Brazilian interests to his brothers and 
set up a private bank in Geneva. 

Four years later, he moved into the 
American market, setting up a small retail 
bank, Republic National Bank of New York 
whose motto was “to protect not only you 
assets, but your privacy.” More prosaically, it 
became known as “the Tv bank” after it of- 
fered free televisions and other appliances tc 
depositors. The bank started to trade gold 
and, by 1980, was one of the biggest in that 
market. It was during this period that Mr Sa- 
fra married Lily Monteverdi, a Brazilian heir: 
ess. More convivial than her husband, she 
once likened going to bed with him toattend- 
ing a board meeting—he would telephone 
far-flung business associates all night. 

During this period, Safra’s European 
private bank, Trade Development Bank, was 
attracting a well-heeled Middle Eastern cli- 
entele. An Egyptian-born friend, Gilbert de 
Botton, the chairman of Global Asset Man: 
agement, an investment firm, recalls that he 
was “very much loved” by people of all sort: 
of nationality and creed in the region. 

In 1983 Mr Safra agreed to sell Trade De 
velopment Bank to American Express, then z 
sprawling financial services group. However 
the transaction soon turned sour. Mr Safrz 
stayed on, but complained that AmEx was 
bombarding his precious clients with junk 
mail. He left, having made an agreement not 
to set up a competing business for five years 
At one stage, a series of newspaper stories 
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falsely linking Mr Safra to drug money and 
terrorism appeared. Meanwhile, AmEx 
claimed that he tried to poach back his cli- 
ents. A string of lawsuits ended, in 1989, with 
an abject apology from AmEx’s boss, James 
Robinson. He admitted “a disinformation 
campaign” by junior staff at AmEx, which 
donated $8m to Mr Safra’s chosen charities. 

This episode helps explain why Mr Safra 
took such care when he agreed to sell his 
third bank, Republic National Bank of New 
York, to HsBc in May. Republic had been 
painstakingly rebuilt from parts of his old 
bank, including properties, such as a branch 
in Paris’s swank Place Vendôme, that Mr Sa- 
fra was able to buy back. 

At the time of the sale, Mr Safra’s options 
were limited. Republic’s standing had been 
dented by a $180m loss in Russian trading 
last year. He knew that his powers were di- 
minishing—he disclosed last year that he 
was suffering from Parkinson’s, a degenera- 
tive disease. And, without children to suc- 
ceed him, he was eager to tidy his affairs. 


Where there’s a will 


The whole question of the succession had 
blighted Edmond’s relations with his youn- 
ger brothers, Joseph and Moise, who run 
banks in Brazil, Israel and America. One 
close friend says that they felt that they and 
their children should be Edmond’s heirs, 
rather than Lily, who, though Jewish, is not 
Sephardic. The two brothers returned to Bra- 
zilimmediately after Edmond’s burial in Ge- 
neva on the 6th, rather than observing the 
traditional seven-day shivah mourning per- 
iod, as might have been expected. 

In fact, Mr Safra had as much as anoint- 
ed John Bond, the chairman of Hssc, as his 
successor when they agreed on the sale in 
May. To Mr Bond’s embarrassment, he lav- 
ished praise on him as “one of the very few 
great global bankers”. Mr Safra was so intent 
that the sale should go ahead that last month 
ne agreed to a $450m cut in the price of his 
stake. That followed the indictment of Mar- 
tin Armstrong for fraud—in which Republic 
denies any wrongdoing. 

On December 6th, the day of Mr Safra’s 
burial in Geneva, the last regulatory hurdle 
to the deal—New York’s Federal Reserve-- 
was Cleared. However, the events of the past 
few months can only have reduced the value 
of the franchise. The Armstrong affair dent- 
ad Republic’s image (and share price). And 
now Mr Safra will not be around, as agreed, 
to oversee the transfer of the business. 

The wild theories swirling around his 
death have reminded people of the instabil- 
ity of some of the jurisdictions where Repub- 
lic has operations. At Mr Safra’s funeral, Mr 
Bond promised to maintain his tradition of 
discretion and integrity. ssc understands 
turbulent circumstances better than most. 
But it will find it hard to understand Mr Sa- 
fra’s clients as well as he himself did. 
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Japanese statistics 


The mystery of 
numbers 


TOKYO 


O JAPAN has plunged into recession 
again, at least according to the blare of 
newspaper headlines. This week, the gov- 
ernment claimed that the economy shrank 
by 1% in the third quarter of this year com- 
pared with the previous three months, or 
3.8% at an annual rate. But this news is not 
quite as bad as it looks. Only a week earlier, 
the government was estimating that growth 
in the second quarter of 1999 was a paltry 
0.4%. Now it says the right figure was a much 
perkier 3.9%. That change explains almost all 
of the shrinkage in the July-September fig- 
_ Error-atic? 
Japan’s GDP, % change from previous quarter 9, 
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HEN the euro was launched at the 

start of this year, most forecasters 
confidently predicted that it would rise. 
Instead, it has fallen by 13% against the dol- 
lar. Their fatal mistake, perhaps, was to 
toast the birth of the single currency with 
champagne and smoked salmon canapés. 
They should instead have tucked into a 
Big Mac. At the start of the year The Econo- 
mist’s Big Mac index signalled that the 
euro was already overvalued. 

The Big Mac index has long offered a 
light-hearted guide to whether currencies 
are at their “correct” level. It is based on 
the theory of purchasing-power parity 
(ppp)—the idea that a basket of goods and 
services should cost the same in all coun- 
tries. Early this year, a Big Mac cost much 
more in the euro area than in America, im- 
plying that the euro was overvalued 
against the dollar. Indeed, our calcula- 
tions then suggested that the euro’s “cor- 
rect” ppp exchange rate was close to parity 
with the dollar—precisely where it moved 
early this month. 

Most forecasters now predict a re- 
bound in the euro next year. Burger- 
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ures. On top of this, the government's esti- 
mate that over the first quarter the economy 
was growing at a rate of 8.1% always looked 
high. It was. That figure has now been re- 
vised down to 6.3%. 

Conveniently enough, the revisions 
have made it more likely that the economy 
will fulfil the pledge made by Keizo Obuchi, 
the prime minister, of 0.6% growth for this 
fiscal year (ending in March 2000). But not 
everyone is happy with all the statistical jig- 
gery-pokery. In a recent report, the IMF not- 
ed dryly that Japan’s statistical methods 
were “not well understood outside of the 
Economic Planning Agency” ~—-the body re- 
sponsible for compiling the Gop numbers. 
The revisions even upset Takashi Imai, the 
laconic chairman of the Keidanren, Japan’s 
big-business association. How, he asked, can 
businessmen plan investments given such 
unreliable data? 

The government itself shares this pro- 
blem, because its own bookkeeping is sus- 
pect. Richard Jerram of inc Barings, a Dutch 
investment bank, says that double-counting 
and murky transfers obscure basic informa- 
tion such as whether public spending is ris- 
ing or falling. The size of the government’s 
debts is another controversial number. The 
figures for unemployment, income and 
spending are also criticised by economists. 

One difficulty seems to be a certain dis- 
regard for statistical rigour. The household- 
spending survey, for instance, plays an im- 
portant role in estimating consumption, the 


nomics disagrees. The average price of a 
Big Mac in the euro area is now €2.56 
(ranging from €3.36 in Finland to €2.25 in 
Spain), or $2.62 at current exchange rates. 
In America, the average price of a Big Mac 
is $2.44. Dividing the American price by 
the euro price gives a Big Mac prr for the 
euro of $0.95—1e, it is still a tad overvalued. 

Sadly, the Big Mac index is not fool- 
proof. Earlier this year, the yen was spot 
on its Big Mac ppp of ¥120 to the dollar, but 
it has since moved away, soaring to ¥102. 
The same could yet happen to the euro. 
But before betting on a sharp apprecia- 
tion, investors should chew it over. 
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biggest input to the cpe calculations. But the 
‘survey's sample covers only 8,000 house- 
holds. It excludes single-person households, 
which are rapidly growing in number, and is 
often changed. And the monthly questions 
the government asks its householders can be 
perversely detailed (how much they have 
spent on food seasonings, for instance). 

Another problem is technology—or 
rather the lack of it. Most ministries now 
publish their statistics on websites. Even so, 
the labour ministry has been known to dis- 
patch its statistics in handwritten form, pre- 
sumably carbon-copied for its files first. 

Things are meant to be improving. In 
1995, a review body submitted a ten-year ac- 
tion plan to the Management and Coordina- 
tion Agency, which has overall responsibil- 
ity for Japanese statistics (as well as, 
bizarrely, for traffic safety and the welfare of 
the elderly). One of its ideas was to publish a 
“flash” estimate of cpr shortly after the end 
of each quarter. This year, however, the 
scheme was dropped. The reason? Fear that 
the numbers might become too volatile. 






European pensions 


Dear prudence 


BRUSSELS 


NCE before, in the early part of this de- 

cade, the European Commission made 
a mighty effort to persuade ev governments 
to start liberalising their laws governing oc- 
cupational pensions. It thought the single 
market required, as a minimum, that multi- 
national firms should be free to run unified 
pension schemes for all their eu employees, 
and that workers should be free to move 
country without shedding pension rights. 

That effort failed because national pen- 
sion regimes suited too many interests too 
well. They helped governments trap money 
in their own bond markets. They kept for- 
eign asset-managers at bay. They helped tie 
employees to employers. They have sur- 
vived because the Eu allows national gov- 
ernments the last word on what are 
deemed to be “social security” issues. 
The result, according to John Mogg, a 
senior £u official, is that pension 
funds “remain the only major finan- 
cial institutions to be exclusively reg- 
ulated at the national level”. 

The commission’s long-awaited 
next attempt at pension reform is 
about to begin in earnest. The final 
draft of a working paper on pen- 
sions, the fruit of two years’ draft- 
ing, was sitting this week on the 
desk of Frits Bolkestein, the Eu’s 
commissioner for the internal 
market. Once Mr Bolkestein gives 
the nod, the paper will go to gov- 
ermments for two or three rounds 


76 

















i- Occupational pensions 
-4 as % of retirement income, latest 
: 0 10 20 


se 


30 
Netherlands 
Britain 
France 

| Germany 


Spain 





] italy 








_| State pension spending : 
| as % of GDP, latest % 





0 5 10 15 |. 
Italy 
Germany 
France 
Spain 
Netherlands 








Britain 





4 ht 








Source: Deutsche Bank 








of comment. It tackles one big part of the re- 
form on which the commission has set its 
heart. It tries to define. a common set of in- 
vestment rules by which pension funds 
across the £u can be regulated. 

The commission is proposing rules 
which, if adopted, would reduce or elimi- 
nate the quantitative limits on the invest- 
mentof pension-fund assets that most coun- 
tries currently favour. These are the sort of 
rules which might say, for example, that a 
company pension fund can have no more 
than a third of its money in equities, or a half 
of it overseas. Instead, pension funds would 
be free to invest as they saw fit, subject only 
to general criteria of “prudence’’—the regime 
favoured in Britain. The proposed new re- 
gime would also guarantee pension provid- 
ers the freedom to use asset managers based 
elsewhere in the £u. 

The commission has high hopes that, 
this time, reaction from governments will be 
constructive, It has tried to accommodate 
national tastes as far as possible. It thinks the 
arrival of the euro is obliging governments to 
recognise the inevitability of a single market 
in almost everything. And it knows many 
governments have grown so worried by pro- 
jections for the soaring cost of state pension 
schemes that they are keen to help company 
and other private schemes flourish. Across 
Europe, the ratio of pensioners relative to 
working-age people may roughly double in 















the coming 50 years, from one to four, to on 
to two. Germany, Italy and Spain, big coun 
tries where company pensions are still a rar 
ity (see chart), will be among the hardest-hi 
by the demographic shift. And in Italy, state 
pensions already consume 14% of GDP. 

At best the commission paper will be 
just one step forward, albeit a big one. A sep 
arate piece of legislation will probably be 
needed to address the question of “portabil 
ity” of pension rights—setting rules to ensure 
a worker can transfer from a pension scheme 
in one EU country to a scheme in anothe: 
without losing money. The problem here is z 
dense and technical one. For the moment 
countries calculate and value pension rights 
in different ways. A set of common stan- 
dards will be needed to ensure that the same 
rights are valued equally in all countries. 

Finally, and most delicately, comes the 
question of tax. Different eu countries tax 
pension schemes in different ways. Some tax 
contributions. Some tax benefits. All tax ai 
rates of their own choosing, None wants tc 
give tax relief for contributions paid toa pen- 
sion scheme in another country (though a 
case coming before the European Court of 
Justice may soon challenge this reluctance), 
Until the eu has something approaching a 
uniform tax regime for pensions, there will 
not be a true single market. 

All this adds up to a good three years’ 
work and more—even if national govern- 
ments show enthusiasm for the general prin- 

ciples. And just now, the signs are not as 

good as they might be. For much of this 

year governments have been argu- 

a ing about an eu-wide tax on inter- 

est on savings, which Britain has 

been blocking. That row may 

come to a head at the Helsinki 

summit this week: but it has 

made anything to do with tax a 
touchy subject for years tocome. 

It also happens that pension re- 
form is seen as something that 
would benefit Britain, by creating 
business for the financial institu- 
tions of the City of London. Holding 
it up could be one way for other 
countries to bring Britain round in 
the savings-tax matter—or, failing 
that, just to get their own back. 
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hristmas presence. 





What better gifts to yourself or others than 
The Economist Diaries. Whether you choose the 

<- Desk Diary or a portable alternative they are 
the solution to time management that provides 
both practicality and style. 

With over 170 pages of information and 
maps, The Economist Desk Diary can be relied 
upon to give you the facts and figures you need. 

World-wide data on topics such as finance, 
trade, politics and travel sits alongside an 
extensive map section featuring street 
plans of the major city centres and a 

comprehensive atlas. All information 
is clearly indexed, giving a quick 
and easy point of reference for any 
international business executive. 

Its practical value, however, is only half of the 
appeal of our Desk Diary - to many, the 
definitive diary since its origin in 1949. Hand- 
bound in finest leather, the diary can be 
goldblocked with your initials if you choose and 
is as handsome as it is useful. 

The Economist Wallet Diary and our slimmer 
Pocket Diary are excellent companions to 

















our Desk Diary for when you are out of 
the office. In week-to-view formats, both are 
bound in fine leather and feature selected 
information sections. 

if you would like to stay informed throughout 


© Desk Diary: 
260mm x 210mm. 


Wallet Diary: 175mm x 94mm. 







Pocket Diary: 170mm x 85mm. 


the coming year, you can order your Economist 
Diaries by faxing or posting the form below. 
Alternatively, please telephone your order on 
+44 (0) 1708 386646. 


Manage the year 2000 in style, order your Economist Diary now. 
























































Simply complete your details below, and post or fax 
this form to: The Economist Diary Department, P.O. 
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of postage and packing. required S$7, £4.50 +44 (0) 1708 386646 quoting reference: 0OEBX3 
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|. Desk Diary £55.00 ane 
Address: 
Wallet Diary £39.90 + 
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Pocket Diary £19.50 i oe i 
` Total Cost of Order | 
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to The Economist Diary Department. (International 
money orders are accepted.) 
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Some shareholders are more important than others. How can they be 


prevented from abusing their power? 


(79 NE person, one vote” is the essence 
of democracy. In public compa- 
nies, the principle translates as “one share, 
one vote”. In theory, such corporate de- 
mocracy grants equality to investors ac- 
cording to how much they invest, rather 
than who they are. But in practice it often 
means that small shareholders have even 
less influence than their stake warrants. 

For companies with large numbers of 
shareholders, such as General Motors or Bp 
Amoco, this is less of a problem. But most 
of the world’s companies, from Thai textile 
mills to German steel makers, are owned 
by fewer investors, one of whom often ex- 
ercises particular dominance. In rich coun- 
tries, this controlling shareholder is fre- 
quently either the government or a bank. 
In poor countries, the dominant share- 
holder is likely to be the founding family. In 
either case, a controlling stake often goes 
with inside information. So the stage is set 
for a conflict of interests with other share- 
holders. Can laws even things out? 

This may seem an odd question for an 
economist to ask. Far more academic atten- 
tion has been paid to the mechanics of 
prices than to the politics of corporate con- 
trol. Yet corporate control matters: govern- 
ments and investors often seem to care as 
much about who controls assets as about 
their price. 

Most countries have regulations cover- 
ing corporate control. To take just one ex- 
ample, in Germany the law allows compa- 
nies to impose a 5% limit on any investor's 
voting rights. That may yet hinder this 
month’s hostile takeover bid by Vodafone 
AirTouch, a mobile-telephone company, 
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for Mannesman, a German firm. 

It makes sense for investors to focus on 
control. It does, after all, provide a host of 
advantages. Controlling shareholders can 
funnel exorbitant salaries to their hand- 
picked managers. They can spend a com- 
pany’s assets on private perks, such as art or 
aircraft. They can steer the firm into paying 
over the odds for services provided by 
firms in which they have an interest. 
Where protection of minorities is lax, con- 
trolling investors can rob the company. 

On the other hand, widely dispersed 
ownership has snags of its own—allowing 
a firm’s management, rather than its con- 
trolling shareholder, to indulge in malprac- 
tice. It is often in the interests of a single 
large shareholder to keep a close eye on 
managers. Far from being a pirate, he may 
even be a trustworthy corporate cop. 

In general, the more legal protection 
minorities enjoy, the more they will want 
to invest. Past research has shown that 
stockmarkets as a whole are larger and 
more liquid where investors are better pro- 
tected. But does protection, where it exists, 
provide more tangible benefits to specific 
shareholders in the form of valuation? 

New research* by a group of econo- 
mists in America attempts to answer this 
question for nearly 400 large companies in 
27 rich countries. They divide these coun- 
tries into two groups according to whether 
they have civil-law or common-law sys- 
tems. They also consider the tools that mi- 
nority investors have at their disposal in 





each country to check majorities’ power, 
such as the ease of electing directors and 
the proportion of votes needed to call a 
special shareholders meeting. 

They find that, as you might expect, the 
more investors are protected in any coun- 
try, the higher the value they put on the as- 
sets. But the issue of corporate ownership is 
complicated by the ability of some inves- 
tors to control more votes than the shares 
they own. For example, through special 
voting shares and cross-holdings a single 
investor may amass 25% of the votes, while 
only owning, say, 15% of the shares. Thus, 
some companies deviate wildly from the 
standard “one share, one vote” rule. Such 
arrangements are rare in the English- 
speaking world, but quite common else- 
where, particularly in East Asia. 

In a related studyt economists at the 
World Bank examine more than 2,000com- 
panies in the region. They document the ul- 
timate ownership of each, to untangle the 
web of holdings common in Asia. They 
find that the larger the stake of the majority 
investor, the higher are valuations—appar- 
ently confirming the “corporate cop” the- 
ory, that such investors can keep managers 
in order. But when such an investor owns 
more voting rights than he does shares, val- 
uations are lower, suggesting that minority 
shareholders are being fleeced. 

Some types of controlling shareholders 
seem to be particularly bad. For instance, a 
large stake by a founding family is bad 
news for share prices—such insiders are 
uniquely able to abuse their positions. In 
Japan, values are lower where financial in- 
stitutions have majority control—possibly 
because the banks exercise little control ov- 
er managers. But whoever the shareholder, 
the temptation that comes with having 
more control of a corporation than your in- 
vestment warrants is bad for business. 

Fair play in corporate governance will 
always be a matter for locals todefine. Even 
so, the research provides pointers for regu- 
lators and law makers. The greater the pro- 
tection they offer against greedy majority 
shareholders, the easier it will be to attract 
outside investment. Better still: ensure that 
such protection is not needed, by using the 
law to align the interests of controlling 
shareholders with those of tiny investors. 
Sometimes a carrot is as good as a stick. 





* “Investor Protection and Corporate Valuation”. By Ra- 
fael LaPorta, Florencio Lopez-<ce-Silanes, Andrei Shleifer 
and Robert Vishny. NBER Working Paper 7403. 

t “Expropriation of Minority Shareholders: Evidence 
from East Asia”. By Stijn Claessens, Simeon Diankov, Jo- 
seph PH. Fan and Larry HP, Lang. World Bank Working 
Paper 2088, 




















SCHOOLS BRIEF 


The future of finance 


Our final schools brief examines the role of technology and 
theory in shaping the future of finance. Within 20 years, 
financiers will succeed in disaggregating risk. That will 
transform financial instruments and institutions 





ILL SHARPE, a professor at 

Stanford University in Califor- 
nia, is a proponent of “nuclear fi- 
nancial economics”. Rather as nu- 
clear physics makes sense of the 
world by looking at the smallest 
particles of matter, so breaking 
down financial instruments into 
their smallest constituents can 
lead to powerful insights into the 
pricing and allocation of even the 
most complex risks*. This ap- 
proach, which studies the most ba- 
sic forms of financial claims and 
contracts, promises to shape the 
future of finance. 

Particle finance would be in- 
tractable without new technol- 
ogies to model and manage almost 
any conceivable risk. But once fi- 
nanciers can strip out risks at will,a 
great prize is within their grasp, be- 
cause firms can lay off the kind of 
risk they want to, and to just the 
degree they want to. In the same 




















deals, and innovation. 

The financial physicists have 
not yet exhausted the potential of 
the forward and options contracts 
that are the building blocks of 
modern risk management. There 
are, for example, nascent markets 
in weather-linked contracts, tele- 
coms bandwidth and in cor- 
porate-earnings insurance. At the 
same time, the spread of existing 
technologies is hastening an up- 
heaval among financial institu- 
tions and making it easier for risk 
to end up with the people most 
willing to bear it. 


Weather eyes 


First, consider the new markets in 
risk. They rely on computing, clear- 
ly, but their importance lies less in 
their mechanics than in their ef- 
fect on the firms making use of 
them. Before recent developments 
in financial theory, the typical firm 
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way, investors can take on precise- 
ly the risk that most suits them. 
This is a technocrat’s ideal of how 
finance might achieve new levels 
of efficiency. Is it feasible? 

The answer depends on two 
strands of change that are trans- 
forming modern finance. As previ- 
ous briefs have described, theoreti- 
cal breakthroughs enable financ- 
jiers to invent and price new 
instruments. And new computing 
and telecoms technologies have 
helped investors allocate their 
capital more efficiently. The result 
has been an explosion of markets, 





* See “Nuclear Financial Economics", pub- 
lished in “Risk Management: Problems & 
Solutions”. McGraw-Hill, 1995. 
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had few choices about how to 
manage risk. Gradually, however, 
they began to buy derivatives as 
protection against movements in 
prices and interest rates. For exam- 
ple, those operating international- 
ly realised that by hedging their ex- 
posure to changes in foreign- 
exchange rates, they could make 
their profits less volatile and hence 
more valuable to investors. 

New ideas and instruments 
are continuously extending this 
frontier. Until recently, an ice- 
cream maker could do little about 
the risk of a cool summer, which 
would lower demand for its pro- 
ducts. Similarly, energy companies 
suffer during mild winters, be- 
cause they lead consumers to turn 


down their central heating. 

The risk of adverse weather 
seems inevitable, but financial 
wizards have come up with a way 
to avoid it. Over the past few years 
traders have done around $4 bil- 
lion of weather-related deals tai- 
lored to firms’ needs “over the 
counter”, Since September, the 
Chicago Mercantile Exchange has 
traded weather-linked derivatives 
whose value varies with the tem- 
perature, measured by an index of 
warmth in four large American cit- 
ies. Deregulation of the American 
and European energy markets has 
created.a deep pool of demand for 
such instruments. 

Such contracts are just the be- 
ginning. Farmers are accustomed 
to using derivatives to guard 
against the financial risks of fluctu- 
ating commodity prices. But imag- 
ine the scope for contracts linked 
to, say, how many growing days 
are lost in a season, or to low rain- 
fall. In principle, finance can take 
the techniques developed to man- 
age risks to do with price, and ap- 
ply it to what used to seem un- 
avoidable business risks. 


Destocking 
This promises to unbundle the 
risks of corporations in the same 
way that conventional financial 
products have unbundled the 
risks of financial institutions. 
There is a twist, however. When fi- 
nanciers package business risks as 
securities of some form or other, 
they are tinkering with the compo- 
nents of existing securities, such as 
debt and equity, that today pass 
aggregated risks to investors.Given 
the new. technology of finance, 
some of the financial instruments 
that are taken for granted today 
may eventually become obsolete. 
Equity, for example, might be re- 
placed by a series of risk-linked 
contracts offering specific payouts. 
Loan agreements might routinely 
include contingencies that affect 
the interest rate. 

To understand why, consider 
the mechanism by which firms 
typically try to protect themselves 


from harm: insurance. Chart 1 
shows how a firm is exposed tc 
losses. In a normal year, it will ex- 
perience numerous small set- 
backs that cause small losses—the 
firm expects these to happen, just 
as a bank expects some of its loans 
to go sour, so these might be called 
“expected losses”, Insurance pre- 
miums paid up-front to cover 
these expected losses are equiva- 
lent to a tax-efficient (but non-in- 
terest-earning) bank deposit that is 
drawn down as the losses occur. In 
other words, the company has ev- 
ery expectation that most of the 
premium will be claimed back. 

But firms can also suffer larger, 
more expensive reverses, which 
are a nightmare for managers. The 
odds that catastrophe might wipe 
out the entire business are very 
small. But there is a bigger chance 
of some event that might seriously 
dent profits. And financial mar- 
kets hate the unexpected. Securi- 
ties analysts, who will discount a 
surprise gain as a one-off, will pan- 
ic if presented with an unexpected 
loss. From the firm’s perspective, 
therefore, an unexpected loss may 
be even worse than it looks. 

This gives a company an in- 
centive to lay off any risk thatis not 
intrinsic to its core business. Last 
year, for instance, British Aero- 
space (Bae) paid around $7om for 
an insurance policy that helped 
take £3 billion ($4.8 billion) of air- 
craft-leasing risks off its balance 
sheet. In the six weeks after Bae 
took out the policy, its shares out- 
performed the stockmarket by 
around 15%, presumably because 
the policy meant that its profits 
would depend not on some extra- 
neous financial variable, but on 
whatitis best at—building aircraft. 

This sort of insurance is being 
sought by companies, but it is also 
being promoted by sophisticated 
insurers, such as Marsh & McClen- 
nan, SwissRe, AiG, xi Capital and 
Ace. They specialise in pricing the 
tiny odds of very rare events. They 
also want to improve their tradi- 
tional insurance business by 
wrapping it up with financial pro- 
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-tection—foreign-exchange con- 
tracts, for example—that used only 
to be available from the capital 
markets. They can do this effec- 
tively because these risks are un- 
correlated with normal insured 
risks. By packaging them, the insur- 
er creates a portfolio that is more 
attractive for an investor. In other 
words, these are “win-win” deals. 

This broad trend in finance is 
known as “alternative risk trans- 
fer” (art), Itinvolves the ever-clos- 
er proximity of insurance and the 
capital markets, once almost en- 
tirely separate activities. Chart 2 
shows how an array of financial 
and risk-management techniques 
fit this convergent pattern. 


After the revolution 


On its own, Art could turn the fi- 
nancial industry upside down. But 
there is also a second revolution- 
ary influence at play: technologies 
that are external to the industry, 
particularly telecoms and comput- 
ing. As these become more power- 
ful, they enable information and 
ideas to be communicated across 
vast numbers of people at very 
low cost. Plenty of traditional busi- 
nesses, including auction houses 
and bookshops, are scrambling to 
react and finance is no exception. 
` Already, new information tech- 
nology is eroding the distinction 
between different parts of finance, 
such as banking and insurance. As 
the Internet matures, financial in- 
termediaries risk seeing their mar- 
gins flattened; and entirely new 
business models will emerge. 

Take online banking. Much of 
its appeal lies in the relative cheap- 
ness of high-volume trans- 
actions—a result of the low mar- 
ginal costs of electronic processing. 
So too for stockbroking, mutual 
funds, pensions and life and car in- 
surance. Until now, consumers 
have had little choice but to pay 
high prices for these services. 
Banks even take consumers’ de- 
posits and make a profit on them. 
In future—fiercely as the incum- 
bents will fight the trend—little 
money will be made from transac- 
tions, while deposits will pay near- 
market rates. In Britain, customers 
of E*Trade, an online broker, al- 
ready receive better interest rates 
on spare cash in their accounts 
than they would from their bank. 
Accounts that make best use of 
credit balances are appearing, 

But information technology 
also has a more profound poten- 
tial. A conventional financial ex- 
change is useful for so-called 
“price discovery”—matching buy- 
ers and sellers to find the market- 
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clearing price. But imagine a vast 
electronicexchangeon which liter- 
ally millions of bids and offers are 
constantly flickering. It could be 
globally available on the Internet. 
Intelligent matching-systems of 
this kind mean that there is almost 
no cost to finding the best price 
available at a given time. More- 
over, intelligent automated asset- 
managers might seek out the in- 
struments that best fit an 
investor's desired risk profile. 
These technologies enable the 
financiers to exploit their unbun- 
dling skills to the full. Harnessing 


diaries, all this promises turmoil, 
as well as innovation. The engi- 
neering and pricing techniques 
needed to operate in the high-mar- 
gin, sophisticated markets of ART 
and structured insurance are cost- 
ly to assemble and maintain. 

But technology also has the 
power to demolish existing 
boundaries between different 
parts of the financial world. Banks 
are no longer the only providers of 
credit. Insurers are competing with 
investment banks to serve big cor- 
porate clients. Mutual and pension 
funds are making direct equity in- 
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the Internet, art providers and 
other firms will parcel risks into 
different classes of securities. They 
may keep some themselves, but 
mostly they willsell them on todif- 
ferent types of investor. 

Corporations’ insurance pro- 
grammes will routinely include 
coverage of non-standard contin- 
gencies. Intriguingly, it will be- 
come normal for contracts to in- 
clude protection not just against 
loss, but against the failure to gain. 
Business risks such as strikes, pro- 
ductivity or the failure of oil and 
gas exploration will in due course 
be covered as routinely as are 
property and workers’ liability. 

Furthermore, firms will strike 
financial deals with a greater vari- 
ety of institutions. Large pension 
funds, for example, have distant 
time horizons, and so are well- 
equipped to absorb risks that ex- 
tend far into the future. These 
funds might directly sell a “cate- 
put” (decoded, a Catastrophe Eq- 
uity Put Option), ie, a derivative 
contract giving protection against 
some specified catastrophe—an 
earthquake, say. If it happens, the 
insured company has the right to 
sell new shares to the pension fund 
at a set price. At present this cush- 
ion against misfortune is provided 
by common equity, hence such 
contracts would become a partial 
substitute for equity. 

For today’s financial interme- 





vestments, bypassing securities 
firms. Many of the best financial 
firms 20 years hence will rely on 
intellectual more than monetary 
capital. Their skills, above all, will 
lie in packaging and marketing. In- 
vestors will measure their perfor- 
mance not simply in terms of their 
returns on capital, but also in terms 
of how risky they are. 

If these trends play out, capital 
markets will approach a state of 
theoretical perfection. Thanks to 
the diversification made possible 
by the Internet, the rewards will go 
to those who assume the risk of do- 
ing badly in bad times. There will 
be an unprecedented degree of 
risk-sharing. Far more risks will 
end up with those investors most 
willing and best able to hold them. 
These developments could deliver 
anew level of efficiency and stabil- 
ity in the global economy. 


Ornot 


Unfortunately, plenty of factors 
could yet spoil the party before it 
has begun. Consider five: 

e Recession. There is a direct con- 
nection between efficient financ- 
ing and economic growth. Indeed, 
unless financial activity increases 
as a proportion of Gpr, countries 
struggle to develop their econo- 
mies. Correspondingly, if the 
world economy entered a reces- 
sion, causing markets to tumble, 
the finance revolution could tem- 
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porarily grind toa halt. 

* Governments. Upset by the 
speed at which they are losing con- 
trol of central elements of state au- 
thority (the currency, say, or tax re- 
ceipts), governments might clamp 
down on both financial and tech- 
nological innovation. Financial 
scandals, such as the sale of inap- 
propriate products to consumers, 
might lead to tougher regulation 
and stifle markets. 

e Privacy and security. A glo- 
bal finance industry will depend 
on large amounts of data about 
consumers. If these data are 
abused, there might be insufficient 
trust toachieve a mass market. Pro- 
blems with security on the Internet 
area particular danger. 


` e Systemic risks. Some of the 


new financial technologies are, in 
effect, efforts to bottle up consider- 
able uncertainties. If they work, 
the world economy will be more 
stable. If not, an economic disaster 
might ensue. Nobody knows how 
markets might react to a blow-up 
far bigger than, say, last year’s $3 
billion debacle at Long-Term Capi- 
tal Management (rrem), a hedge 
fund. But fears of a widespread 
meltdown might lead regulators to 
constrain full cross-border finan- 
cial activity. 

» Asymmetric information. 
Investors will have to be confident 
that they are not being sold expo- 
sure to risks that are far nastier 
than they appear. To get a lower 
price, for example, firms’ manag- 
ers might be tempted to withhold 
information, or misrepresent the 
risks they face. 

Which way will the future go? 
Thanks to technology, particularly 
the Internet, finance has the poten- 
tial to reach both a new level of so- 
phistication and breadth of partic- 
ipation. To some extent, the money 
men hold their destiny in their 
own hands. The prize is a glittering 
one. If only they can avoid specu- 
lative excesses of the sort that crip- 
pled irem and restrain their greed- 
ier impulses to mis-sell contracts 
and policies, it is surely attainable. 
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Space-age soot 
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In order to power tomorrow’s cars, researchers are scrambling to exploit the 
hydrogen-absorbing properties of carbon 


66TP"HERE may be chimneys out there 
somewhere producing this stuff right 
now,” gushes Nelly Rodriguez, a researcher 
at Northeastern University in Boston. Her 
enthusiasm seems a bit odd, given that the 
object of her affection is a crumbly, black bit 
of soot that looks as though it has indeed 
come straight out of a chimney. Yet if Dr 
Rodriguez is right, this carefully synthesised 
bit of elemental carbon could help usher in 
anera of clean, hydrogen-derived energy. 
Enthusiasm for the use of hydrogen as a 
fuel is growing by the day. The main reason is 
the pace of innovation in fuel cells, which 
are, in essence, batteries that use hydrogen to 
produce electrical energy efficiently, and 
without generating air pollution or green- 
house gases. There is one thorny question, 
however, that hydrogen enthusiasts have 
yet to answer satisfactorily: how exactly will 
this miracle fuel be stored? Hydrogen, after 
all, is a gas at room temperature, and is also 
flammable. Some experts argue that physical 
storage, as a compressed gas or in liquefied 
form, is the best solution. Others advocate 
chemical storage of hydrogen, in such fuels 
as methanol or cleaner petrol. Both ap- 
proaches would require expensive invest- 
ments in fuel infrastructure. 
But there is another storage medium that 
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could avoid these complications: carbon. A 
growing number of scientists now believe 
that carbon structures, called nanotubes and 
nanofibres, could provide a clean and effi- 
cient way to store hydrogen. This has un- 
leashed a breathless and, at times, acrimoni- 
ous race among scientists to find the most 
efficient structure for hydrogen storage, a 
competition that was on display a few days 
ago at a conference of the Materials Research 
Society (Mrs) in Boston. 


Tubular belles 


Elemental carbon had long been thought to 
exist in only three physical forms: graphite, 
diamond and an amorphous form, of which 
charcoal is an example. In recent years, how- 
ever, scientists have discovered that carbon 
exists in several rather more unusual forms: 
as football-shaped molecules (consisting of 
60 carbon atoms) known as “buckyballs”, 
and as related structures known as nano- 
tubes and nanofibres. Imagine a sheet of car- 
bon atoms laid out on a hexagonal grid, like 
chicken-wire. Nanotubes are like rolled up 
sheets, while nanofibres consist of tall stacks 
of small sheets in various configurations. 

It has long been known that some solid 
materials, called metal hydrides, are capable 
of storing small amounts (about 1-2% of their 





own weight) of hydrogen at room tempera- 
ture. Some metal hydrides are capable of 
storing more hydrogen (5-7% of their own 
weight) but do so only at impractical tem- 
peratures of 250°C or higher. Carbon nano- 
tubes and nanofibres, however, seem to be 
able to absorb hydrogen well, even at room 
temperature. This opens up the prospect of 
soot-like materials, where each grain is a tiny 
carbon “sponge” able to hold hydrogen. 
Such materials could be used to make hydro- 
gen cartridges that would slot into fuel-cell 
cars, making refuelling as simple as pulling 
into a filling station and swapping an empty 
cartridge for a full one. 

Nobody really knows why carbon nano- 
materials are good at storing hydrogen. 
Michael Heben of America’s National Re- 
newable Energy Laboratory, a pioneer in the 
field, believes that it is something to do with 
the structure of the nanomaterials’ surfaces. 
Molecules of the gas seem to fit into pores in 
these surfaces, though exactly why they 
prefer some pores over others is unclear. 

This idea is supported by the work, re- 
cently published in Science, of Mildred 
Dresselhaus of the Massachusetts Institute of 
Technology and a group of Chinese col- 
leagues. The researchers synthesised a small 
quantity of nanotubes by passing high-vol- 
tage electrical arcs through graphite dust 
mixed with a carefully chosen catalyst—one 
of several competing methods. The nano- 
tubes naturally cluster together into tiny 
bunches, and were found to be able to store 
4.2% of their own weight of hydrogen. Cru- 
cially, the samples are easy to make, the re- 
sults are reproducible and the process takes 
place at room temperature. 

Although this is impressive, America’s 
Department of Energy has calculated that 
carbon materials will need to be able to store 
6.5% of their own weight of hydrogen in or- 
der to make fuel-cell cars practical (defined 
as having a range of 500km, or 310 miles, 
between refuelling stops). Dr Dresselhaus 
says her analysis suggests that reaching this 
benchmark will be quite a challenge. 

Which is why Dr Rodriguez’s results are 
so controversial. Last year, she reported that 
her group had synthesised a nanofibre mate- 
rial capable of storing 65% of its own weight 
of hydrogen. Her results met with wide- 
spread scepticism, for she has refused to re- 
veal exactly how she synthesised the materi- 
al. She and Terry Baker, her husband and 
collaborator at Northeastern University, in- 
sist that they need to keep the process secret 
for commercial reasons. 

Other experts, many of whom turned up 
to the mrs conference last week, have been 
openly critical of the Northeastern research- 
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HE planet Mars has claimed another 

victim. After days of trying to make 
contact with the Mars Polar Lander, anun- 
manned probe that was supposed to have 
touched down near the planet's south pole 
on December 3rd, mission controllers at 
the Jet Propulsion Laboratory (jet) in Pasa- 
dena, California, have concluded that 
there is little chance that it survived. Nor 
has there been any signal from the two 
Deep Space 2 microprobes that accompa- 
nied the lander, and were meant to detach 
from it shortly before landing. Determin- 
ing exactly what went wrong will be al- 
most impossible, because unlike previous 
landers, Mars Polar Lander was designed 
to stop transmitting during landing and to 
re-establish contact only after touchdown. 

Whatever happened, the loss of Mars 
Polar Lander, which comes only weeks 
after the loss of its sister craft, Mars Climate 
Orbiter, means that the approach being 
taken by nasa, America’s space agency, to 
planetary exploration is now in doubt. Al- 
though the cause of the loss of Mars Cli- 
mate Orbiter is known (it was destroyed as 
a result of a navigation error, after mission 
controllers got metric and imperial units 
mixed up)and that of Mars Polar Lander is 
not, many observers agree that both craft 
failed for the same, simple, underlying rea- 
son: lack of money. 

Over the past few years, nasa has been 
following a “faster, cheaper, better” ap- 
proach to space exploration. Rather than 





launching a few large, expensive craft ev- 
ery so often, it now launches a much larger 
number of smaller, less expensive ones. 
Missions have strict price-caps, and scien- 
tists drawing up competing bids for fund- 
ing are encouraged to developcheap, inno- 
vative ways of doing things. 

The new approach was triumphantly 
vindicated with the success of the Path- 
finder mission, which landed on Mars in 
1997. NASA’S previous Mars landers, the two 
Viking probes of the 1970s, took a total of 
seven years to develop and cost $3 billion. 
Pathfinder, in contrast, took less than four 
years to develop, cost a mere $260m, and 
sent back four times more data. One way in 
which Pathfinder’s costs were reduced, for 
example, was through the use of an inno- 
vative airbag landing system. 





Embolded by this success, the design- 
ers of Mars Climate Orbiter and Mars Po- 
lar Lander set about finding new ways to 
reduce costs still further—including risky, 
but cheap, new landing rockets for the 
lander. The twocraft, plus the Deep Space 2 
microprobes, had a total mission cost of 
$330m—only slightly more than Pathfind- 
er. Mission planners boasted that they had 
delivered “two for the price of one”. 

In the event, however, it was none for 
the price of one. Privately, Nasa officials 
conceded last week that the cost-cutting 
might have gone too far. As well as spend- 
ing less on the spacecraft, the new ap- 
proach means that fewer people work on 
each mission, so mistakes are harder to 
catch. Nasa’s stated aim of reducing theav- | 
erage cost per mission to as little as $50m in 
2004 now looks foolhardy. 

John Pike, a NAsA-watcher at the Fed- 
eration of American Scientists, wants a 
candid assessment of the “faster, cheaper, 
better” approach to ensure that each mis- 
sion has enough money and staff. He sug- 
gests that even a bit more money might 
have made all the difference for the two 
lost Mars probes: they “were launched on 
the off-chance that they would work”. 

With another pair of Mars probes due 
to be launched in 2001, it looks as though 
the loss of Mars Polar Lander will set the 
budgetary low-water mark for missions to 
the red planet. The 2001 mission is already 
expected to cost around $450m. That 
amount is now almost certain to rise, as 
mission planners draw a new line be- 
tween cost and risk. | 








ers, who stayed away. But their remarkable 
claims have lita fire under their rivals. In the 
months since, researchers have reported a 
series of advances. Seung Mi Lee of South Ko- 
rea’s Kunsan University and her team an- 
nounced a nanotube material at the confer- 
ence that, they claimed, could store more 
than 14% of its own weight of hydrogen. Ri- 
vals from Singapore’s National University 
claimed to have achieved nearly 20% by 
doping nanotubes with lithium, though 
only at high temperatures. And a group from 
the Chinese Academy of Sciences claims to 
have achieved 10-13% using nanofibres. 

Dr Rodriguez and Dr Baker remain un- 
bowed. They insist that their results are re- 
producible, and that corporate clients who 
have tested their materials (under a vow of 
silence) have been satisfied. Part of their se- 
cret, they say, is in the catalyst that they use 
to grow their carbon nanofibre. A combina- 
tion of carefully prepared powdered metals 
is gently placed in an atmosphere of ethyl- 
ene, carbon monoxide, and hydrogen, and 
gently heated. The result, they claim in a pa- 
per that will appear this month in the Jour- 
nal. of Physical Chemistry, is a nanofibre 
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material with an extremely high ratio of sur- 
face-area to volume. This means that far 
more hydrogen-friendly pores are exposed 
than with other materials. 

So how do Dr Rodriguez and Dr Baker 
explain why their results are so far out of line 
with Dr Dresselhaus’s far more cautious 
prognosis? Experts such as Dr Dresselhaus, 
they say, assume nanomaterials are rigid; 
perhaps, they speculate, the molecular 
planes of their nanofibres expand “like a 
concertina” to accommodate more hydro- 
gen. But, they admit, there is plenty that they 
do not know. “Our ultimate proof,” sniffs Dr 
Rodriguez, “is in the pudding.” 

According to Dr Heben, most scientists, 
himself included, are still sceptical. Yet even 
he concedes that these carbon nanomateri- 
als are so complex that it is difficult to predict 
their properties theoretically. Perhaps, he 
speculates, the explanation lies in entirely 
new and unanticipated kinds of hydrogen- 
carbon interaction. If so, then Dr Baker and 
Dr Rodriguez, now widely seen as either 
frauds or flukes, may come to be seen as the 
father and mother of the hydrogen age. 


Cen | 


Asthma 


Not to be 
sneezed at 


TAORMINA, SICILY 


BOUT 155m people around the world 
have asthma, according to the Global 
Initiative for Asthma, and the number is ris- 
ing. In Britain, for example, research carried 
out at Dundee University suggests that 6% of 
the population suffers from the disease, and 
that the total cost of medical care, drugs and 
lost work comes to around £50 billion ($80m) 
a year. 

Although atmospheric pollutants, such 
as ozone, sulphur dioxide and nitrogen ox- 
ides, do not cause asthma, they certainly ag- 
gravate it. Another susceptible minority are 
those who suffer from allergic rhinitis, better 
known as hay fever. These unfortunates are 
sensitive to biological “pollution”, particu- 
larly pollen and spores. In Britain, the main 
cause of hay fever is grass pollen. In Japan, 
the culprit is cedar pollen. In Spain, pollens 
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from olive trees and ragweed are to blame. 

The lives of both asthma and allergic- 
rhinitis sufferers could be improved enor- 
mously by reliable forecasting of the levels of 
these pollutants. It would mean, for exam- 
ple, that sufferers could arrange to stay in- 
doors as much as possible on bad days. But 
although pollen and pollution forecasts are 
made at the moment, they are usually fairly 
crude—with countries being divided into a 
few, large regions. That can lead to false 
alarms or unexpected exposures in places 
where conditions do not match the average 
for a region. Whatis needed, therefore, is reli- 
able local forecasting that will allow suffer- 
ers to plan their activities. 

At the end of November, some progress 
towards such a system was announced at 
the Medical Forum on Respiratory Diseases, 
aconference organised in Taormina by Zam- 
bon, an Italian pharmaceutical company. 
The Zambon project, which is being devel- 
oped in collaboration with the £u, is called, 
perhaps inevitably, astuma (Advanced 
System of Teledetection for Healthcare Man- 
agement of Asthma). 

ASTHMA works by collecting data froma 
range of sources and plugging them into 
computer models of the way the atmo- 
sphere behaves in particular areas. It com- 
bines meteorological data with atmospher- 
ic-pollution data collected spectroscopically 
by satellites (to forecast the spread of chemi- 
cal pollution), and then factors in informa- 
tion from the European Aeroallergen Net- 
work/European Pollen Information Service, 
EAN/EPis (to forecast the spread of biological 
pollution). When fully operational, ASTHMA 
should be able to provide a four-day forecast 
that can be updated daily. 

At present, four European regions are 
taking part in the project: Andalucia and 
Catalonia in Spain, Cote d'Azur in France 
and Emilia Romagna in Italy. Each region is 
divided into 200km squares, and a risk index 
is calculated for each square. 

The four regions have been chosen be- 
cause each has a different pattern of climate, 
vegetation, land use and settlement—rang- 
ing from sub-alpine conditions to dry and 
humid Mediterranean ones. They also ex- 
hibit great biodiversity and, as a conse- 
quence, a wide range of pollens. This variety 
is particularly important, because one as- 
pect of forecasting which the project’s organ- 
isers are hoping to improve significantly is 
that of pollen recognition. 

At present, the EAN/epis relies on an 
army of technicians, who use microscopes 
to examine samples taken from air-filters, 
and identify and count the pollen grains by 
eye. This can take up to three hours for each 
slide. The astuma scientists, who are led by 
Alfredo Ardia, one of Zambon’s senior re- 
searchers, plan to replace the technician 
foot-soldiers with a semi-automatic system 
of pollen recognition based on neural net- 
works. When this system is finished, each 
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slide should take only minutes to process. 
The AstHMaA project should be complet- 
ed in September 2001. By then, it is hoped 
that the asthma sufferers taking part in it will 
be able to receive their own personal fore- 
casts via a mobile phone or the Internet. If 
the project proves a success, then Europe 
beckons—and after that, the world. 
— T m 


Animal behaviour 
Chimps or 
chumps? 


NE of the trademarks of being human is 

an understanding that others also have 
beliefs, intentions and desires. It has been 
called mindreading, or a “theory of mind”, 
and it is what allows people to work togeth- 
er, to manipulate others, and even to deceive 
each other. The current belief is that the 
mindreading abilities of humanity’s closest 
relatives, the great apes, are not fundamen- 
tally different from those of people; they are 
simply not as highly developed. But work 
just presented to a meeting of the Associa- 
tion for the Study of Animal Behaviour, at 
London Zoo, suggests this belief is wrong. 

According to Daniel Povinelli of the Uni- 
versity of Southwestern Louisiana, the idea 
that an ape understands that another ape 
has any kind of mental life is an illusion. 
Their behaviour may seem to mimic that of 
people, but itis based on an entirely different 
understanding of the world—one that does 
not involve viewing others as psychological 
agents in their own right. 

Dr Povinelli and his colleagues looked at 
avery simple test of mindreading, the ability 
to understand seeing. When a person looks 
in a certain direction, children as young as 
three interpret that movement of the head or 





eyes in terms of the person’s underlying psy- 
chological state—what the person is attend- 
ing to, and what he intends to do next—and 
act accordingly. They are unlikely, for in- 
stance, to make a gesture towards someone 
who is not paying attention to them. 

To find out whether chimps did the 
same, Dr Povinelli’s team confronted the an- 
imals with two experimenters. By extending 
an arm through a hole in a perspex cage to- 
wards one or other of the two, the chimp 
could expect a reward of an apple or a ba- 
nana. But in a series of subtle variations, the 
experimenters’ positions were altered so that 
only one of them could see the chimp. One 
experimenter was blindfolded while the 
other wore a blindfold over her mouth; one 
wore a bucket over her head while the other 
did not; one covered her eyes with her 
hands; one presented her back to the chimp. 

The results were startling. In three out of 
the four sorts of test, the chimps made their 
begging gestures just as frequently to the ex- 
perimenter who could not see them as to the 
one who could. Occasionally, after receiving 
no reward from the “unseeing” one, they 
would gesture again, as if puzzled by the lack 
of response. Only in the case when an ex- 
perimenter turned her back on the chimps 
did they stop gesturing to her. 

That raised the possibility that the 
chimps might be reasoning on the basis of 
some kind of postural cue—that a person’s 
frontal aspect was a better predictor of re- 
ward than her back—rather than assessing 
line-of-sight. To test this, the two experi- 
menters assumed identical positions, facing 
away from the chimp but twisting their bo- 
dies to look back at it over their shoulders. 
But only one of them actually turned her 
head to look at the chimp. The second con- 
tinued to look away. Once again, the chimps 
failed the test, gesturing equally to both. 

These findings suggest that chimps are 
unable to equate seeing with knowledge in 
the way that human infants do. But that 
does not mean they are stupid. After enough 
practice, when the “correct” response was 
consistently rewarded, the chimps learned 
that front was better than back, face was bet- 
ter than back of the head, eyes open was bet- 
ter than eyesclosed. Soon, they were reacting 
to the eyes just as a young child might. Their 
behaviour, however, was based on trial- 
and-error, not on an understanding of see- 
ing. And when they were tested again a year 
later, they had forgotten this behaviour. 

Chimps seem to be able to hoodwink 
each other, and can follow the gaze of anoth- 
er chimpor human who has been distracted 
by something interesting. But according to 
Dr Povinelli, it is possible that in chimps, un- 
like in humans, those behaviours evolved 
separately from an ability to read another's 
thoughts. So it may be that our closest rela- 
tives do not share our empathy, but are in- 
stead “mindblind”. 
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MOREOVER 


The sage of Aquarius 


Two new biographies highlight the differences between Norman Mailer, 
self-styled wild man of American letters, and Gore Vidal, aesthete and 


acid-tongued wit 


ORMAN MAILER has mellowed with 

age. The sometime enfant terrible of lit- 
erary New York is now 76 and, crippled by 
arthritis, hobbles around Provincetown, 
Massachusetts with the aid of walking sticks. 
Asa younger man he cultivated an image as 
the urban equivalent of Hemingway's rug- 
ged, no-nonsense tough-guy of letters. The 
life of the writer was, for him, a matter of 
public performance and spectacle. He 
played his part with aplomb. Even as experi- 
enced and thorough a biographer as Mary 
Dearborn has a hard time keeping track of 
his lengthy roll-call of wives and lovers, his 
notous exploits with low-life friends and his 
drunken clashes with the police. 

It is one of the few weaknesses of Ms 
Dearborn’s otherwise excellent biography 
that she is so indulgent of Mr Mailer’s tire- 
some antics, which continued well into his 
middle-age, and of the fascination he shared 
with Frank Sinatra and Truman Capote for 
the company of violent men. Many of the 
stories which Ms Dearborn recounts are al- 
ready familiar. They also distract attention 
from her fascinating commentary on his re- 
lations with the leading American writers of 
his day. 

Mr Mailer was both a gimlet-eyed wit- 
ness to and an energetic participant in a tur- 
bulent period in American history. He 
chronicled and in some cases influenced the 
cultural shifts that defined his time. Among 
his contemporaries, his great rival is not, as 
one might expect, Tom Wolfe, who similarly 
combined the vocations of reporter and 
novelist. It is Gore Vidal. The two writers 
started out on friendly terms. In 1954 Mr Vi- 
dal wrote a somewhat critical review of the 
young Mr Mailer’s work. But Mr Vidal was 
able to conclude: “Mailer in all he does, 
whether he does it well or ill, is honourable, 
and that is the highest praise I can give any 
writer in this piping time.” Their cautious 
friendship deteriorated over the years. It 
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ended in outright hostility.On one occasion 
Mr Mailer—a trained pugilist—head-butted 
Mr Vidal shortly before the two writers were 
due to make a joint appearance on a televi- 
sion talk show. A few years later, Mr Mailer 
knocked Mr Vidal on toa loaded buffet table 





It’s mineral water, honest 


at a party. “Well, Norman, once again words 
failed you,” came the unruffled reply. 

Ms Dearborm’s biography puts this rival- 
ry incontext. The two men represent two dif- 
ferent Americas. Mr Mailer is the son of Jew- 
ish immigrants from Lithuania, Mr Vidal 
boasts an East Coast pedigree. Their differ- 
ent backgrounds are clearly reflected in their 
writing. Mr Mailer concerns himself with the 
here-and-now, while Mr Vidal is only too 
aware of the broad sweep of history. Mr 
Mailer has always been interested in margin- 
al figures and dissidents, Mr Vidal primarily 
in the establishment. Mr Mailer’s prose is 
both exuberant and earthy, Mr Vidal's ur- 





bane and feline. Mr Mailer is, in any case, 
himself a compound of contradictions. He 
emerges from Ms Dearborn’s book as a radi- 
cal who yet remains a God-fearing patriot. 
He is a staunch defender of American de- 
mocracy who nevertheless thinks that de- 
mocracy is better supported by his country’s 
mavericks and outsiders than by its elected 
leaders. He believes in God but is not at all 
sure that God is all-powerful. And evil, 
which he thinks just might be the work of 
the Devil, is a very real presence in his Mani- 
chaean world. 

Mr Mailer has always had an opinion on 
everything. Some of the political views he 
has espoused are highly eccentric. Yet, as Ms 
Dearborn points out, many of the pledges 
that sounded outlandish to New Yorkers 
when he campaigned for mayor in the late 
1960S are now widely shared or have been 
adopted: ban private cars from Manhattan, 
legalise gambling, institute day-care centres, 
provide methadone for drug addicts, rebuild 
dilapidated waterfront areas. 

An acutely perceptive commentator on 
certain aspects of the social scene, Mr Mailer 
has, however, completely failed to under- 
stand many others. His attitudes towards 
women and homosexuals are notoriously 
reactionary. His response to the work of 
James Baldwin is cited by Ms Dearborn as 
representative of his prejudice. It is full of 
coded allusions to Mr Baldwin’s homosex- 
uality: he speaks, for example, of Mr Bald- 
win’s prose as “sprayed with perfume” and 
reminiscent of “noble toilet water”. 

In addition to an engaging account of Mr 
Mailer’s life and times Ms Dearborn gives a 
persuasive and often original analysis of his 
writing. She is surely right to praise the re- 
portage more highly than the fiction, which 
has been extremely erratic. His masterpiece 
is, by general consent, “The Armies of the 
Night” (1968), which describes the author's 
involvement in an anti-war march on the 
Pentagon. With this book Mr Mailer made 
his most important contribution to what 
was then a new genre: the “non-fiction nov- 
el”, a form of journalistic writing that delib- 
erately blurs the boundaries between fact 
and fiction, observer and events. 

Ms Dearborn deals effectively with Mr 
Mailers predatory sexual habits and his no- 
tion that motherhood is the primary func- 
tion of all women. It is greatly to her credit, 
and typical of her eminently sensible ap- 
proach to biography, that she judges him by 
the standards of his time, not today’s. She 
does not expect to find him in the vanguard 
on all fronts. If only more biographers were 
as intelligent and as mature. 
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Comeback kid 


Gore VIDAL: A BIOGRAPHY. By Fred Kaplan. 
Doubleday; 848 pages; $35. Bloomsbury; £25 


RTHUR SCHLESINGER once remarked 
that Gore Vidal does not dislike Amer- 
ica: he is disappointed by it. A sense of dis- 
illusionment and even betrayal underlies 
much of Mr Vidal’s finest work. A commit- 
ted liberal, he cared about national politics 
enough to run (unsuccessfully) for public 
office. Yet he apparently feels so alienated 
from modern American values that he 
chooses to live permanently in Europe. 
Some understanding of how Mr Vidal came 
to feel this way about his country is of the 
first relevance to a full appreciation of his 
writings. 

Any examination of Mr Vidal’s back- 
ground dispels the old canard that there is 
no such thing as an American upper class. 
His mother’s family, the Gores—Mr Vidal is 
what southerners call a “kissing cousin” of 
the vice-president—are an American dy- 
nasty. In colonial times they literally owned 
the land on which Washington, pc was lat- 
er to be built. Gore’s grandfather, Senator 
Thomas P. Gore of Oklahoma, came back 
to Washington as a conservative but popu- 
list senator. True, Mr Vidal’s father, Eugene 
Luther Vidal, came from a more modest 
background, the descendant of immigrants, 
possibly Jewish, who settled in South Da- 
kota. But Gene Vidal was admitted to the 
upper class by virtue of a nomination to 
West Point, his fame as a football star, his 
good looks, his achievements as a pioneer 
of aviation, and of course his marriage to 
the blue-blooded Miss Nina Gore. 

Mr Vidal is famously well-connected. 
He grew up in a mansion overlooking the 
Potomac, among Washington’s so-called 
“cave-dwellers”: an insular provincial elite 
of permanent residents, who, over the cen- 
turies, have been rather put out that their 
cosy small town has grown to become the 
political capital of the world. Jacqueline 
Bouvier Kennedy was his stepsister. His fa- 
ther’s mistress was a Whitney—while an- 
other member of the same family was 
among his mother’s lovers. His parents 
eventually divorced. After a violent row ov- 
er her alcoholism and disgraceful behav- 
iour when he was 32, Mr Vidal said he 
would never speak to his mother again, 
and never did. 

In the post-war years Mr Vidal set 
about making a name for himself in literary 
New York. He published a novel, “Willi- 
waw” (1946), based on his own experience 
as a sailor during the war, which was well 
received. He got a job at a publishing house 
and had an affair with Anais Nin. He was 
also an enthusiastic explorer of New York’s 
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bisexual underworld. He was a regular cus- 
tomer at the Astor Bar in Times Square, a 
notorious pick-up joint for off-duty mili- 
tary men. Mr Vidal’s homosexual experi- 
ments had begun as a teenager. He has al- 
ways spoken of his relationship with 
school-friend Jimmy Trimble as the love of 
his life—a love, moreover, that has re- 
mained untarnished in the writer’s mem- 
ory, as Trimble was killed on Iwo Jima in 
March 1945. 

Mr Vidal worked for a spell as a script- 
writer in Hollywood. But he soon returned 
to New York where, flush from his movie 
hackwork, he set himself up, at the age of 
25, in a Greek Revival mansion overlooking 
the Hudson. In due course he acquired an 





Careful, he bites 


entire block of apartments. Though equally 
at home in New York, Washington and Hol- 
lywood, the three capitals of the new, im- 
perial America, he decamped, in 1963, to 
Rome. In 1971 he bought a house in Ravello, 
high above the Amalfi coast. There he has 
lived ever since, in the company of his 
dogs, an endless stream of visitors of high 
and low degree, and his companion of ma- 
ny years, Howard Austen. 

The way Fred Kaplan tells it in his enor- 
mous new biography, it sounds like an en- 
viable life. Mr Vidal seems always to have 
lived in the utmost luxury, in beautiful 
places, surrounded by talented, affection- 
ate and often famous friends, from Princess 
Margaret and Claire Bloom to Christopher 
Isherwood and Tennessee Williams. Yet in 
evaluating Mr Vidal’s relationships with 
these figures Mr Kaplan’s perceptions are 
by no means always reliable. His judgment 
of character, especially once the scene has 


shifted to Europe, is all too often hopelessly 
skewed. His praise is lavished on the good 
and great and the dull and pretentious 
alike. In one egregious howler he promotes 
the socialist firebrand Nye Bevan to the 
rank of prime minister of Great Britain. 

In addition to all the frantic socialising, 
Mr Vidal’s life has been one of hard, disci- 
plined work. He has tried his hand at nov- 
els, essays, short stories, plays, film and tele- 
vision scripts. When he arrived in 
Hollywood he worked so fast that he had 
to be taken aside by a senior colleague, 
whom he refers to as “the Wise Hack”, and 
told not to spoil the patch for the others by 
writing more than three pages a day. 

The quality of his writing is another 
matter. In this respect, too, Mr Kaplan is re- 
grettably undiscriminating. Mr Vidal’s pro- 
digious output has been, as even his warm- 
est admirers must concede, wildly uneven. 
The distance between his best work, such 
as the extraordinary essay “Pink Triangle 
and Yellow Star” (1976), and his worst, “Du- 
luth” (1983), is tremendous. Like many wits, 
he has wasted much sweetness on the des- 
ert air. But his quick-fire repartee could be 
devastating. On one memorable occasion 
he was called a “pinko queer” by William F. 
Buckley during a television interview. “I 
shall always treat Bill Buckley like the great 
lady he is,” was his characteristically lethal 
comeback. 

Mr Vidal’s finest achievements are to be 
found among his essays. These have ad- 
dressed, with great style and verve, all man- 
ner of subjects, from Oscar Wilde to Nancy 
Reagan. His novels, some of which are also 
excellent, fall into two categories: the his- 
torical and the proselytising. “Washington 
pc” (1967), “Burr” (1972) and “Lincoln” 
(1984) stand out among his historical novels 
for their courage and fiercely intelligent 
iconoclasm. “Julian” (1964) is an eloquent 
protest against what Mr Vidal sees as the 
exhaustion of the Judeo-Christian tradi- 
tion. “Myra Breckinridge” (1968) and his 
other high-spirited “inventions”, as he calls 
them, have been read by some, surely far 
too solemnly, as serious meditations on the 
notion of bisexuality as an inescapable fact 
of human nature. 

Whatever one thinks of his achieve- 
ment, Mr Vidal is in many respects an ex- 
emplary figure: a model of the genteel 
American, an outstanding literary stylist, 
and a man with the unflinching courage to 
say what he believes, though the heavens 
fall. Mr Kaplan’s biography recounts, in a 
plodding and not wholly reliable fashion, 
the salient events of Mr Vidal’s colourful 
life. But it does little to improve our sense of 
the significance of his work. For an infinite- 
ly more engaging version of many of the 
same events, one could not do better than 
Mr Vidal’s own gem of an autobiography, 
“Palimpsest” (1995). 


——————— 
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Turkish history (1) 


Founding father 


ATATURK. By Andrew Mango. Overlook; 688 
pages; $35. John Murray; £30 


EVENTY-SIX years after he established 

modern Turkey, Kemal Ataturk is more 
than ever embroiled in controversies sur- 
rounding his legacy. A struggle between 
secularists and Islamists for the hearts of a 
generally pious populace; the demands of 
Turkey’s ostensibly assimi- 
lated Kurdish minority for 
the right to assert their sep- 
arate ethnic identity; dis- 
satisfaction over the influ- 
ential position occupied by 
Ataturk’s beloved army in- 
side the democratic super- 
structure that he be- 
queathed—such are the 
conundrums which vex 
Ataturk’s political succes- 
sors. It is a shame that most 
non-Turks know Ataturk 
less for his triumphs than 
for these contemporary 
tussles. For his triumphs 
were astonishing. 

When, in 1919, Ataturk 
set Out to turn Asia Minor 
into a modern nation state, 
he was opposed not only 
by the Allied armies which 
had occupied important 
bits of it, but also by the 
imperial government that 
employed him. Within 
four years, however, this little-known brig- 
adier had driven an invading Greek army 
back into the Aegean and persuaded the 
great powers to recognise the new republic. 
Ataturk, naturally, was its first president. 

Ataturk’s initial triumph—setting up a 
new state in far from propitious circum- 
stances—clearly has much less to do with 
disputes over secularism and pluralism 
than it does with his military, political and 
diplomatic skill. It is this skill that has given 
tise to a mythology concerning Turkey’s 
founding father—a mythology recently 
dusted down as part of the state’s response 
‘0 the perceived threat posed by Turkish Is- 
amists. The primary source for this myth- 
ology was Ataturk himself. In his recollec- 
ions of important events he invariably 
dortrayed himself as a man of uncanny 
srescience and leadership skills—not to 
nention the ready dispenser of brilliant 
iphorisms, the choicest of which still trip 
off the tongues of Turkish school children. 

When Patrick Kinross, a British diplo- 
nat and historian, wrote his life of Ataturk 
n 1964, he accepted this mythology with- 
ut question. Andrew Mango, whose new 
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Sharp dressed man 


work will replace Lord Kinross’s as the de- 
finitive English-language Ataturk biogra- 
phy, dispels the myth completely. In doing 
so, Mr Mango will provide further ammu- 
nition to those Islamists, Kurds and Greeks 
who bear Ataturk a personal animus. Mr 
Mango deals dispassionately with a num- 
ber of unsavoury subjects: Ataturk’s vanity 
and arrogance; the callousness with which 
he treated women who loved him; his dic- 
tatorial inclinations, which led him to rig 
parliamentary elections and to endorse 
what the author calls the “judicial murder” 

of former allies suspected of disloyalty. 
Mr Mango certainly 
does not let Ataturk off the 
hook. Amid such criticism, 
his appraisal of Ataturk’s 
achievements seems all the 
more convincing. Using his 
feel for the nuances of Ot- 
toman and Turkish politics 
and society, Mr Mango 
places Ataturk firmly in the 
context of the first, chaotic 
decades of the century— 
something that other com- 
mentators, whether apolo- 
gists or detractors, have of- 
ten failed to do. There is 
plenty to admire. The 
women of modern Turkey, 
the author argues, owe 
their relative emancipation 
to Ataturk’s modernising 
and secularising reforms. 
To charges that Ataturk 
was a dictator, he suggests 
that introducing democra- 
cy early on might have im- 
perilled the republic’s sur- 
vival. Mr Mango is perhaps overly 
indulgent of Ataturk’s assault on religion, 
but his book js, on the whole, a learned de- 
mystification of Ataturk—one that does 
both its subject and his nation a service. 
“He was a man of the Enlightenment,” the 
author concludes, “and the Enlightenment 
was not made by saints.” 
i L = 








Turkish history (2) 


Newly nostalgic 


LORDS OF THE HORIZONS: A HISTORY OF 
THE OTTOMAN Empire. By Jason Goodwin 
Henry Holt; 368 pages; $32.50 


Be since 1923, when it was supplanted 
by modern Turkey, the Ottoman Em- 
pire has received a bad press in its land of 
origin. Now, however, the empire is un- 
dergoing a rehabilitation. This year, 700 
years after Osman 1 founded the dynasty 
that would carry his name, Turks have 
been reacquainting themselves with their 
past. From an Ottoman-themed presiden- 
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tial dinner in Istanbul’s Dolmabahce Palace 
to the publication of a number of Ottoman 
encyclopedias, official and unofficial cele- 
brations have encouraged Turks to examine 
their heritage. Plenty of them are proud to 
think of the Turkish troops on peace- 
keeping duty in the former Ottoman prov- 
ince of Kosovo. 

Jason Goodwin's history is a sumptu- 
ous companion to this wave of nostalgia. 
The author's admiration for the vigour of 
Ottoman expansion will go down well with 
Turkish nationalists still dreaming of the 
empire at its 17th-century apogee, when the 
sultan commanded the fealty of a swathe 
of territory from Budapest to north Africa. 
Mr Goodwin's evocation of the empire's pi- 
ety also chimes with the frustrations of 
modern Islamists, who regret Kemal Ata- 
turk’s decision to banish religion from pub- 
lic life. Liberal Turks, especially those em- 
barrassed by the Kurdish policy, are 
reminded of the empire’s relative ethnic tol- 
erance. Is such eulogising really justified? 

In some ways it is. The court of the great 
early sultans was surprisingly meritocratic. 
The policy of forcibly enrolling the finest 
Balkan and Greek youths for imperial ser- 
vice meant that the Ottomans had a health- 
ily self-renewing body politic—in contrast 
to the atrophied oligarchies of western Eu- 
rope. The majority of Grand Viziers were 
conscripted in this way. 

A second Ottoman strength was reli- 
gious tolerance, which led Beyazit 1 to 
open the frontiers to thousands of Jews ex- 
pelled from Spain at the end of the 15th 
century. The large Jewish and Christian 
populations in Ottoman cities paid heavy 
taxes and, until the i9th century, were 
barred from political office. But such re- 
strictions did not stop resourceful mer- 
chants from becoming hugely wealthy. 

Mr Goodwin's lyrical, impressionistic 
approach, while appropriate to his descrip- 
tions of palace life and society, becomes a 
hindrance when he examines the conflu- 
ence of military reverses, sloth at court and 
European technological advance that her- 
alded the empire’s decline. The author dis- 
approves of 19th-century attempts to re- 
form the empire along western lines; yet he 
seems to do so for merely aesthetic reasons. 
The emergence of Balkan nationalism gets 
less attention than the deterioration of Ot- 
toman fashion. Inexplicably, he alludes 
only in passing to the 1915 Ottoman pogrom 
against the Armenians in Anatolia. The 
deaths of well over 500,000 people might 
well make, as Mr Goodwin comments, for 
a “delicate subject”. But no historian of the 
empire should ignore them. 

Mr Goodwin has written a rich and en- 
tertaining book but he has occasionally al- 
lowed his affection for the Ottomans to get 
the better of his historical judgment. “So be- 
guilingly gentle was the way they tickled 
their vassals to the halter,” he writes, for ex- 


87 


MOREOVER 


ample, “so otherworldly did their success 
appear, that Luther himself wondered pi- 
ously aloud whether they should be op- 
posed at all.” In fact, Luther's opposition to a 
crusade against the Turks (whose advance 
towards the middle Danube appeared to the 


terrified Europeans as anything but other- 
worldly), was predicated on a combination 
of pacific theology and hatred for the Papa- 
cy. He was no Ottoman apologist. “The spirit 
of Antichrist is the Pope,” he once declared; 
“his flesh is the Turk.” 





Italian Baroque 


Rolling stones 


Several recent exhibitions have put the work of Francesco Borromini 
(1599-1667) and Mattia Preti (1613-1699) back under the spotlight 


RANCESCO BORROMINI was born in 

1599; Mattia Preti died 100 years later. The 
intervening century witnessed the spectacu- 
lar flowering of the Italian Baroque. Though 
inevitably overshadowed by his contempo- 
rary, Bernini, Borromini has long been ac- 
knowledged as one of the period’s greatest 
architects. Preti, however, remains an ob- 
scure and underestimated painter. Like Bor- 
romini, but to a far greater extent, he has suf- 
fered in comparison with another artist: in 
his case, with his immediate predecessor, 
Caravaggio. 

Appropriately enough, this year’s Borro- 
mini celebrations began in Switzerland. Bor- 
romini was born Francesco Castelli in Bis- 
sone, in the Canton Ticino. An exhibition at 
Lugano traced the development of his early 
career from his initial apprenticeship as a 
stone-cutter with the builders of the Duomo 
in Milan to his first important commission in 


Rome: the church and monastery of San Car- 
lo alle Quattro Fontane, located at the cross- 
roads of the Four Fountains in today’s Via 
Quirinale. Rome in its turn will honour Bor- 
romini with an exhibition at the Palazzo 
delle Esposizioni, which opens later this 
month and runs until next February. 

Italians have always been fascinated by 
celebrity rivalry. In this century it was Callas 
and Tebaldi, Visconti and Fellini, Loren and 
Lollobrigida. During the Renaissance it was 
Michelangelo and Bramante. Bernini and 
Borromini were the Baroque version. Few to- 
day would question that Bernini was the 
guiding artistic genius of the 1600s. Neverthe- 
less, Borromini was a worthy peer. Certainly 
he deserves to be treated with greater respect 
than he usually receives from the guides 
who show tourists around the Piazza Navo- 
na, and who often retell the (entirely fanci- 
ful) story that two of the figures in Bernini's 





Il Cavaliere Calabrese 


ATTIA PRETI, known as “Il Cava- 

liere Calabrese”, left his home town 

of Taverna in 1630, at the age of 17,destined 
for Rome. Poussin had recently settled 
there; the young Velazquez was then pay- 
ing his first visit. The influence of Caravag- 
gio, though he had died 20 years earlier, 
was still strongly felt. Preti would leave 
many works behind in the capital. Among 
them are the stunning frescoes of “The 
Martyrdom of Saint Andrew” in the 
church of Sant'Andrea della Valle—the 
setting for the first act of Puccini’s “Tosca”. 
This year’s main commemorative ex- 
hibition, “Mattia Preti: Between Rome, Na- 
ples and Malta”, was held in Naples in the 
spring. It included no fewer than 70 paint- 
ings and 30 drawings, many of them on 
loan from public and private collections 
around the world. Nor has Calabria 
missed the opportunity to celebrate the 
legacy of “Il Cavaliere”. Calabria and Mal- 
ta, where the artist spent the last 38 years 
of his life, have always had close connec- 
tions. The Calabrian town of Rende se- 





cured an exclusive loan of paintings from 
Malta for an exhibition at its Museo Civ- 
ico. The homage to Preti continued with 
exhibitions at Cosenza and Catanzaro. 

Surveying under one roof a large 
number of Preti’s hitherto widely scat- 
tered paintings enables one to trace his de- 
velopment as an artist. It is instructive to 
compare, for example, the various Saint 
Sebastians he painted over the years. The 
Saint Sebastian Preti undertook for the 
high altar of a Naples chapel was roundly 
rejected by the nuns who had commis- 
sioned it: they were scandalised by its 
frankly carnal aspect. To make matters 
worse, Preti’s model for the saint was a 
humble Neapolitan docker. Such images 
invite biographical interpretation. But lit- 
tle is known for sure about Preti’s private 
life. One has only the paintings to go on. 
During his lifetime Preti was highly es- 
teemed. The various tercentenary exhibi- 
tions this year provide the ideal opportu- 
nity for a long-overdue reassessment of 
this by no means insignificant artist. 
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It kept the rain off their heads 


Four Rivers fountain—the River Nile, who 
has his face hidden, and the River Plate, who 
is raising a hand in self-defence—are intend- 
ed to express the great sculptor’s distaste for 
Borromini’s façade of the church of Saint Ag- 
nes which stands directly opposite. In fact at 
the time the fountain was commissioned 
Borromini had not yet begun his work on the 
church. 

Despite the considerable success that he 
enjoyed during his lifetime, Borromini was 
by all accounts a deeply unhappy man; he 
committed suicide at the age of 68. He dis- 
tanced himself from the incessant social 
whirl of the Baroque age. His irascibility and 
gloominess must have made him a hard 
man tolike or to work with. Nevertheless, his 
achievements were remarkable and he has 
rightly enjoyed the esteem of architects and 
art historians. His extraordinary ability to 
create in stone a sense of undulating move- 
ment represents an original contribution to 
architecture. Borromini’s influence was 
strongly felt throughout the rest of western 
Europe in the later 17th and 18th centuries 
Careful work has restored the subtle distinc- 
tions of light and shade which originally 
gave such fluidity of movement to Borromi- 
ni’s elaborate designs. Nobody who has seen 
them could dismiss these beautiful effects as 
mere learned tricks. 

Perhaps the most remarkable of all Bor 
romini’s Roman works is the church ol 
Sant’'lvo.Ona sunny day, the delicate golder 
spire which soars heavenwards from the bel 
fry is one of the most glorious embodiment: 
of the Baroque spirit to be found in Rome. As 
it happens, Borromini got the job on the 
strength of a recommendation from Bernini 
We shall never know whether Bernini regret 
ted his generosity when he saw whata splen- 
did job his supposed rival had made of it. Ne 
matter. Baroque Rome was big enough for 
the two of them. 
= | 
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FTER Japan was defeated, one 

of the problems facing the 
victors was what to do with its 
royal family. General Douglas 
MacArthur, who became virtual 
ruler of Japan, decided magnani- 
mously not to put the emperor on 
trial for war crimes; in any case, he 
felt the most important royal was 
the emperor’s elder son, Akihito. 
How was he to be brought up as 
future head of state of the new, 
democratised, American-style Ja- 
pan? Enter Elizabeth Vining. In 
1946, when Prince Akihito was 12, 
she became his tutor, teaching 
him English and something of 
American ways. 

Mrs Vining said in a book of 
her experiences, “Windows for 
the Crown Prince”, that it was the 
emperors own idea that an 
American teacher should be 
brought into the closed circle of 
the imperial court. Presumably 
she believed that. She believed 
most things she was told. But little 
happened in Japan during the 
American occupation without 
MacArthur's approval. His was 
the real government within the 
formal government. Indeed, Mrs 
Vining tells of interviews with the 
general, “a fine looking man with 
an old-fashioned courtesy”, 
when he questioned her closely 
about young Akihito’s progress. 

She seemed to be genuinely 
surprised that she had been cho- 
sen for the job. Among the Ameri- 
cans and British in Japan after the war there were dozens of lin- 
guists with teaching experience. In the emperor's court itself there 
were officials with a good knowledge of English and who had trav- 
elled widely. Mrs Vining had no Japanese and had never previous- 
ly visited Japan. She came from an old American family of Scottish 
descent. She had worked for a time as a teacher, and had written a 
number of books for children. She was a Christian, but, as a Quak- 
er, a moderate one. Now, in her late 40s, she was a widow and 
childless. The headhunters sent from Japan decided that she was 
the perfect American schoolmarm for Prince Akihito. 


A prince called Jimmy 
When Elizabeth Vining first met the prince, her reaction was, 
“Poor little boy.” Not for him the happy home life celebrated on ce- 
real packets in America. The prince lived apart from his parents, 
visiting them once a week when they had dinner together. Mrs 
Vining saw him as a “small boy, round faced and solemn”, but 
“lovable looking”. The future emperor did not record what he 
thought when he first met Mrs Vining, but it is reasonable tospecu- 
late that, for different reasons, he did feel pretty solemn. 

Here was this towering foreigner who knew not a word of his 
language and insisted on calling him Jimmy because she found his 
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Elizabeth Vining 





Elizabeth Gray Vining, Japan’s royal 
tutor, died on November 27th, aged 97 





real name difficult to pronounce. 
However, the tall lady and the lit- 
tle boy seemed soon to have 
achieved a common purpose. In- 
deed, they had little choice: two 
quitedifferent people thrown to- 
gether by the extraordinary cir- 
cumstances of the time, and hav- 
ing to make the best of it. 

The prince proved to be easy 
to teach. He was bright, and had 
learnt a few English words before 
Mrs Vining arrived. By the time 
she left Japan four years later he 
was fluent in English and was 
picking up French and German 
as well. Mrs Vining acknowl- 
edged that there were times 
when she felt she was the stu- 
dent, acquiring bits of Japanese. 

If she had a worry it was how 
the officials of the emperor's 
court regarded her. They were in- 
variably polite, but what was go- 
ing on behind their imperturb- 
able features? They must, she 
thought, wonder just what she 
was doing “to their adored 
prince”. A lot of people today, in 
Japan and abroad, also wonder 
what influence Elizabeth Vining 
had, in his formative years, on 
the prince, who was to become 
emperor on his father’s death in 
1989. The answer may be that she 
had quite a lot. Mrs Vining pro- 
moted in the prince the unJapa- 
nese idea of individualism, of 
making up his own mind, rather 
than always turning to a court of- 
ficial for direction: “of daring to make mistakes”. 

Even today in Japan, government policy tends to be made by 
officials, with politicians simply providing their public voice. The 
dictates of the royal household mean that Emperor Akihito keeps 
his counsel, but those who know him say that his liberal-minded 
views are probably ahead of those of most Japanese. He and his 
wife (a commoner whom he met playing tennis) brought up their 
three children as a close family. He has sought more from life than 
ceremony. He is an authority on ichthyology, the study of fishes, 
and has published 25 papers on the subject. Much of his worldly 
outlook was no doubt shaped by visits to some 40 countries, re- 
peatedly having to handle nagging demands to atone for his fa- 
ther’s sins. But Mrs Vining sowed the seeds of his independent 
thinking. After she left Japan Akihito wrote to her from time to 
time, and he visited her at her home in Philadelphia. She was a 
guest at his wedding, the only foreigner to be invited. 

The Japanese government decided to present Mrs Vining with 
a medal, the Order of the Sacred Crown, an award given only to 
women and with eight degrees of merit. It was explained that the 
first and second degrees were reserved for princesses. Would Mrs 
Vining be content with the third? “Mottai nai,” (“It’s too good”) 
she said in her best Japanese. 
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When you invest 
in your life, — 
choose the right 
placement. 


Do your MBA at E.M.LYON: the school of management at Europe’s cosmopolitan 
hub. Culturally-mixed. Entrepreneurial. 1 year full-time, 2 year part-time. 
| Teaching in English or French. Worldwide network of exchanges. Emphasis 
| on personal development. Nearly four job offers for every graduate from a 
_| who's who of multinationals. Call Jacqueline Del Bello on 334 78 33 78 65 
or e-mail: mba4@em-lyon.com. 


-Cesma MBA at E.M.LYON EUROPEAN 


pe 2 ENT R 
Do it for yourself. EP LEARNING 








FINANCE FOR EXECUTIVES 
| 7-17 i 


September 6 October 2000 












forecast - see the impact of your plans on The objectives of th programme are: 














ji 
and add an extra dimension to it, wouldn't the bottom line and cash position? $ To improve your understanding of modern corporate 
you like to know how to use ratios and cash | finance and the corporation's financial objectives 
flow analysis to measure your company’s In this programme, Professor Pekka | £ areen mia Sep EER E ; . 
performance? To know what Economic Value Hiet ala takes managers outside pais ad ia morse as aed 
Added means and how it is used to calculate the financial function through the © To design corporate strategies to enhance shareholder value, 
managerial incentives? To know how to main issues of finance. | © To better communicate and negociate plans of action. 











Family Name Mr/Ms/D1/Other es 
. First Name Job Title s 
Company Name & Address 8 R: 
wW 
Sountr Posteode o 
i D 
Tel Fax emait È ; 
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Í MISDIRECTION 


1S:-YOUR FINANCIAL 
STRATEGY TARGETED 
FOR SUCCESS? 


ra 


DIRECT 


PERFECT YOUR AIM, 
THE SALOMON CENTER 
FRONTIERS IN FINANCE 
SERIES OFFERS 
PINPOINTED SEMINARS 
TO HELP YOU HIT THE 

| FINANCIAL BULL’S-EYE. 


SALOMON CENTER FRONTIERS IN FINANCE SERIES WINTER/ SPRING ‘99~’o0 


February 8-9 
ACTIVE TRADING: Exploiting Asset Pricing Anomalies 
‘February 23-24 

MANAGING CREDIT RISK: The Great Financial Challenge 
March 2-3 

ASSET-BACKED SECURITIES: 

Understanding the Complexities—Optimizing the Rewards 
March 13-14 

FRONTIERS IN CORPORATE VALUATION 

April 13-14 

PRACTICAL ADVICE FOR M&A PRINCIPALS: 

What Works and What Doesn't 

June 5-16 

MANAGEMENT: Essentials for the Experienced Professional 
June 19-23 

DERIVATIVES SURVIVAL TRAINING 


Qur professors are versed and versatile enough to create and present any program 
your company may need. Inquire about Executive Development Custom Programs, 
To receive more information on these and other courses: 
call 1.888.NYU.EXEC, fax 212.995.4502 
exec-dev@stern.nyu.edu 
www.stern.nyu.edu/executive 


EXECUTIVE 


DEVELOPMENT 


92 


~ Earn your M.A in 


CityUniversity Business __ 
London School 


Research Degrees with the City Experts. 
Opportunities exist to join our research programme 
with an international reputation. Applications in the 
areas of Business Studies and Banking will be 
considered. The following specific areas will receive .. 
particular attention: f 

Capital Markets 

@ Corporate Finance 

è Risk Management 

è Financial Economics and Econometrics 

e Marketing Strategy and IT 

The students will benefit from: 

@ Attending a programme fully accredited by the Economic 
& Social Research Council and courses/seminars 
specifically designed for research students 

è Career opportunities in major financial/consulting 
firms and top ranking universities 


To find out more about our research programmes, 
please contact Ms Liz Taylor, Post-graduate 
Admissions Office, City University Business School, 
Barbican Centre, London, EC2Y 8HB 

Tel: +44 (0) 20 7477 8607/8 Fax: +44 (0) 20 7477 8898 
Email: cubs-postgrad@city.ac.uk 
www.city.ac.uk/cubs/research/index.htm 


The University for business and the professions 


This program, offered by the 
Department of Mathematics, and 
i SN aui yas cosponsored by the Department of 
with a specialization in Statistics, concentrates on the advanced 
quantitative methods required for 
The modern finance and draws-on the 

: diverse strengths of Columbia 
emanes cee 
O e Stochastics (Probability, Statistics, 


Finan ce Random Processes), 


Mathematics 


e Numerics (Computational Methods, 
Partial Differential Equations), | -> 


* Finance Applications (Portfolio 
Analysis, Option Pricing, Interest-Rate 
Modeling). 


An important component of this 
program is a weekly seminar in which 
distinguished practitioners are invited 
to discuss their work, give minicourses, 
and suggest open problems. 


You can study full time (one year) or 
part time (three or more semesters). 
All the required courses are offered in 
the evening. Application deadline is 
May 1, 2000, for fall 2000. Late 
applications are accepted. 


For an application or 
more information, call 
(212) 854-4737 

or E-mail: 
ref8@columbia.edu 


.edu/department/masters_finance.shtmi 
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Wi Worldwide Cose I) WASHINGTON INTERNATIONAL UNIVERSITY 


& Degree Information 
i Bachelor * Master ¢ Ph.D. 






















aluation Send ‘resume Amer icas 

































Dept 34 -ALBUG. NM 87119 USA Your Future Is Online Preferved Business (6MBA Majors) - Engineering //S 
f J4G@centuryuniversity.edu Distance Liberal Arts - Computer A J 
i -800-240-6757 DISTANCE LEARNING CHANNEL Elea TONE : eas 4 ry 
ONLINE OPTIONS www.ed-x.com ee uca t 10n Accelerated degree programs * Academic credit for work WA, $ 
University experience * Students from 112 countries and 36 stares in SSE 


the USA * Send 2 page resume/C.V. for no cost evaluation. 
PO. Box 1138, Bryn Mawr, PA 19010-USA 
fax: 610.527.1008 © e-mail: admissions@washint.edu © www.washint.edu 







oe FOR WORK. EXPERIENCE, 

| NO CLASSROOM ATTENDANCE. 

| SEND/FAX YOUR RESUME FOR 
A PREELEVALU ATION, 

| S00. Ala Moana Blvd, 7-400 

| 

| 

| 


cam ea Ef, Amsterdam 
i maih registrar@unw. sage Institute of Finance 


Web; http://www naw edu 
University or Nortuern WASHINGTON 


In cooperation with the faculty of 


INSEAD 
Upcoming Courses 2000 









| Srivpan your Skills 
| Save 85% Book Cc Costs Save a Study ne 
| Four times every month the hi 





Measuring and Implementing 






ees Economic Value Added (Feb. 14 - 16) 
q to digest, See of argon -al $. b A 
ag E Conteltancy Foundations of Finance (Feb. 17 - March 10) 







“PR Successful agement © : . * ` 
Personal Si Financial Innovation in 
Corporate Finance (March 27 - 31} 









| Send no money. Request ya ies on | The Options Workshop 
Free Trial Approval and withaut obligation. - Stock Option and Foreign Currency 















_www.marled.com/2/4 Option Pricing (April 3 - 5) 
: " ee - Option Trading Strategies and 
Risk Management (April 5 - 7} 


The Advanced Options Workshop 
- Yield Curve Dynamics and the Pricing 
of interest Rate Derivatives (April 10 - 12) 
- Exotic Options (April 13 - 14) 


Derivatives: Special Topics 


The University of Durham MBA comes in three AMBA accredited ~ Volatility . pe (April (7 - 18) 
study options- Full-time, Part-time or Distance Learning. i vii Risk a Kpa ee A i $ a 
Find us @ www.durac.uk/dubs/ or call +44 191 487 1422 VOM BNES Or Menvallye: securities (Apri +27) 





AIF - Herengracht 205, 1016 BE Amsterdam, The Netherlands 
telephone: +31-20-5200162/160 - fax: +31-20-5200161 
e-mail: info@aif.ni - internet: www.aif.nl 


University 
of Durham 


investing in excellence in teaching and research 
en DA DAA  [ [ Gon Sou Gm Gm Gm Go 
f ENGLISH FRENCH SPANISH 


in ENGLAND, in JAPAN, in BELGIUM 
JAPANESE 


in JAPAN, in BELGIUM 



















in FRANCE, in BELGIUM 





JERMAN DUTCH 


in BELGIUM 












in BELGIUM 
COURSES FOR ‘ z 
MOTIVATED PEOPLE IN THE TARGET LANGUAGE 

* ADULTS from 19 years 
* RETIRED PEOPLE OF 55 AND ABOVE 
(Special conditions available) 












CERAN LINGUA 
International information 
and reservations: 
































+] 5 ate x re le ns 
up to 45 private and/or group lessons Tel: + 32- 87-79 1] 22 


Fax: + 32- 87-79 H 88 
E-mail: 
Customer @ceran.be 


and pedagogical acuvities 


& 


Putting into practice with our teachers: 
at breaks, meals and evening socio-cultural activities 


A MAXIMUM OF PROGRE 










an ate 33 
Fax: 1 (413) 584-31 046 





Internet: 
http://w Ww ceran.com 


















SIN A MINIMUM OF TIME 
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INTERNATIONAL INSTITUTE FOR 
' SUSTAINABLE DEVELOPMENT (ISD) 


INSTITUT INTERNATIONAL DU 
DEVELOPPEMENT DURABLE (IIDD) 


SENIOR ECONOMIST 


The Senior Economist will develop new initiatives on the use of 
economic instruments for achieving sustainable development 
objectives. HSD undertakes work relating to both the public and 
private sector on subsidies, taxes and the use of market-based 
instruments. 























COLUMBIA UNIVERSITY 


seeks 


(1) Director, Lamont-Doherty Earth Observatory (LDEO) 
(2) Vice Provost, Columbia Earth Institute (CE!) 

























The Senior Economist will assume management responsibility for 
IISD’s first Strategic Objective, “the promotion of government 
expenditure and taxation policies that encourage the transition to 
sustainable development”, and will have Institute wide 
responsibility for the quality of the economic inputs to all of the 
Institute’s programs. Senior management responsibilities include 
developing and implementing major research activities, building 
working relationships with major business, government and 
international organizations especially in developing countries, 
developing and participating in international working groups, 
providing policy advice, participation in fundraising, liaison with 
HSD Board members, and other activities as assigned. The Senior 
Economist reports to the Vice President. For details on HSD’s 
activities, please visit our website http://iisd.ca/ 










Columbia University has embarked on a university-wide initiative to further 
research and education in areas related to the whole earth system and interac- 
tions between humans and the global environment. The goal of this initiative is 
to develop research and education in earth systems and human interactions into 
a major element of the University, comparable to the Health Sciences, We are 
seeking dynamic leaders for two central positions in this multidisciplinary 
endeavor. 


























(1) Director, Lamont-Doherty Earth Observatory 


For 50 years LDEO has been a premier research institution studying geological 
and earth systems. It has major research programs in solid earth, ocean, and 
atmospheric sciences and is developing programs focused on the biosphere and 
on human interactions with global systems. Research funding, principally trom 
federal grants and contracts, exceeds $50 million annually. Rapid advances in 
some research fields and increased possibilities for societal applications suggest 
that the coming decade will be one of challenge and opportunity at LDEQ. The 
Director guides a community of about 550 scientists, staff, and graduate stu- 
dents in these efforts. In the new Director we seek breadth of scientific under- 
standing to match the range of research at LDEO, experience in development and 
management of a scientific organization, open and participatory leadership style, 


and active-involvement in shaping the national geoscience research agenda. 





Qualifications: Extensive experience related to microeconomics 
or public finance, ideally focusing on sustainable development or 
a related field such as development economics or environmental 
economics; established national and international reputation; 
demonstrated skills in management, communications, computer 
use, and team leadership. Excellent command of both spoken and 
written English is required; fluency in other languages is highly 
desirable. Travel is required. 





































(2) Vice Provost, Columbia Earth Institute 


The CEI is an evolving Columbia initiative to develop new approaches to the com- 
plex interrelationships between human and earth systems. It facilitates collabo- 
ration among scholars in the physical, biological, and social sciences, as they 
develop new muitidisciplinary educational programs, at all levels, and as they ini- 
tiate research concerned with human impact on and adaptation to global dynam- 
ics. The CE! promotes and expands research, teaching, and public outreach activ- 
ities both in areas where Columbia has long been active, such as geoscience, and 
in new areas, based on synergy of Columbia's strengths in the physical, biologi- 
cal, and social sciences. Because the CEI cuts across academic structures of 
department and school, and includes several aftiliated institutes and centers 
with external (non-Columbia) partners, it has been located administratively in the 
Office of the Provost. The CEI budget is largely devoted to seeding new research 
and teaching efforts, through faculty or staff appointments within departments or 
research centers. in the Vice Provost for the CEI, we seek broad understanding 
of science and society, commitment to multidisciplinary scientific education 
(including undergraduate, master's, and Ph.D. levels), and experience in devel- 
oping new research and instructional programs. 


Relationship of the Two Leadership Positions 









HSD is committed to equal opportunity. Compensation is 
competitive and will be commensurate with skills and 
experience. Although we appreciate receiving all applications, 
only those candidates we wish to interview will be contacted. 
Closing date; January 14, 2000. Reply in confidence to: 

















Manager, Human Resources and Administration, 
6th Floor, 161 Portage Avenue East 
Winnipeg, Manitoba R3B 0Y4 
Fax: (204) 958-7710 
E-mail: info @iisd.ca 




























COURSES 













UNIVERSITY DEGREE 


For Life, Academic & Work Experience 


Degrees for people who want to be more effective 
and secure in their jobs or professions. 


Earn your BACHELOR'S, MASTER'S or DOCTORATE degree by 
Match your utilizing your life and work experience. College equivalent credits are 


position with a soled ygur: Job, miiitary, company training, Industrial 


legal degree We accept college credits no matter when laken. 
and 


Our graduates are recognized for their achievements in business and 
transcripts industry. We will assist you in completing your degree requirements 
at your own pace through home study. 


"As you know Send/tax detailed resume for a NO COST evaluation. 


Ae iol Pacific Western University 
SH INE Best 1210 Auahi Street, Dept 137, Honolulu, Hi 96814-4922 
teacher... But 1-(808) 597-1909 
; degrees open CALL: (800) 9423:9204 ext. 137. UK: 0800-960-4143 
doors." Fax: (310) 471-6456 E-Mail: admissions@pwu.com 
http:/www.pwu-hi.edu 


Columbia seeks leaders who will work together in these efforts: enhancing the rela- 
tionship between LDEO and other Columbia units, while assuring that the 
Observatory retains its productivity in basic research and intellectual atmosphere, 
and taking advantage of the opportunities provided by growing interrelatedness of 
the natural and social sciences to create innovative educational programs and 
valuable research initiatives. 























Send letter of application with C.V. and other relevant material to the Earth Systems 
Leadership Search Committee, Columbia University, 405 Low, Mail Code 4335, 535 
West 116th St., New York, NY 10027. 














Columbia University takes affirmative action toward equal employment opportunity. 
Candidates from all backgrounds are encouraged to apply. 








94 THE ECONOMIST DECEMBER TITH 1999 





ee xe 


He a Ith Economist AstraZeneca, having completed its merger, is now actively recruiting to 


extend its lead as the largest pharmaceutical company in the UK. 




























iti With increased emphasis by customers on value for money, the impact of 
Competitive package and car economic evaluation is of increasing importance. As a health economist your 
Hertfordshire expertise will be used within the Outcomes Research Group to deliver health 


economic analyses and materials that influence national and local decision 
makers and thereby create competitive advantage for AstraZeneca products. 


a n ew fo rce Additionally you will represent the UK business on HE issues i international R&D. 
in world pharmaceuticals 


» Already one of the world’s top You will have graduated in economics or life sclences and probably followed this 


5 pharmaceutical companies with a higher degree in Health Economics/Economics. You will have worked for 
+ 45,000 employees in over a pharmaceutical company in an HE role for at least 2 to 3 years. Qualified 
400 countries candidates hoping to break into Health Economics should also apply. 


* sales over $17 billion if you can rise to the challenge of this key post, Saniat aane ria CV to 
i Peter Fortune, EAMES JONES JUDGE HAWKINGS, 29 High Street, Welwyn, 
vin leader th gastrointestinal, Herts AL6 9EE. Telephone: 01438 840984. Fax: 01438 840429. 
cardiovascular and respiratory E-mall: partners@ejjh.co.uk 
diseases, oncology, i FEK 
anaesthesia and 
analgesics 


* over £5 million each 


aa aigeatoa snr AstraZeneca à 












ii ay aan 





EUROPEAN UNIVERSITY INSTITUTE 


“for research and postgraduate training in the social sciences and humanities” 





is looking for candidates with a distinguished record of scholarly publications and experience in postgraduate teaching and doctoral 
supervision, to fill 


exclusion; legal issues of discrimination including race and gender;- 
law and science: information technologies, intellectual property, 
The Department of Economics wishes to make an appointment in high technology including biotechnology. Preference would be 
the area of applied microeconomics. Whilst the department would given to candidates able to relate the various topics to 
prefer to make an appointment at a senior level, suitably qualified contemporary concerns in Europe. The department will make one 
individuals at any level of seniority are welcome to apply. appointment at a senior level and one appointment at an 
intermediate level; it might be willing to consider a part-time 
appointment in comparative law. 





This chair previously advertised is still vacant. Applications already 
received will be considered, along with new applications. Applicants 
The Department of Law is seeking candidates with expertise in one for this post would be expected to teach across a wide range of 
of the following fields: international economic law: world trade law, issues relating to European law and institutions. The appointment 
legal implications of globalisation; - law of immigration and social will be made at a senior level. 














Please mark the application envelope with the code of the chair as given above. 


Tel, +39-055-4685.332 Fax: +39-055-4685.444 
Email: applypro@datacomm .iue. it Internet: www.iue.it 
Address: European University Institute, Via dei Roccettini 9, 1-50016 San Domenico di Fiesole, Italy 
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+ * P 

Senior clairvoyants , 
New, web-based financial journal seeks writers who, if not actually clairvoyant, 
} are accustomed to thinking and writing about the next thing to happen in 
markets. Candidates should. possess knowledge, imagination and writing ability. 
They. will be expected to conceive, as well as to write, analytical articles that 
professional investors will pay good money to read, Our coverage will span the 
gamut of markets, from bonds and stocks to currencies and commodities. 
Although we will be situated in New York, you wouldn't have to be. Send 
resume and writing sample to: Box #172, 111 West 57™ St., New York, NY 10019. 


Junior analysts 


New, web-based financial journal seeks up-and-coming analytical talent to work 


Henry R. Luce 
Professor of Science and Humanitarianism 


The Department of Biology and the School of Nutrition 
Science and Policy invite applications for a tenure track 
position to begin in September 2000. Successful candidates 
could come from the fields of biology, nutrition, epidemiology, 
veterinary science, medical science, indigenous medicine or a 
related discipline. Inquiries and applications can be mailed to 


in New. York; Candidates should be financially and economically knowledgeable. 
Particularly welcome is professional experience in analyzing financial 
statements. Familiarity with standard research tools - Bloomberg, online data 
sources, etc, — is a must, as is scrupulous and habitual attention. to accuracy and 
detail. Send resume to: Box #172, 111 West 57" St., New York, NY 10019. 


the Feinstein International Famine Center, 96 Packard Avenue, 
Tufts University, Medford, 02155 MA, USA or emailed to 


misty.smalley@tufts.edu 


A career in the heart of Europe 


The EIB is the long-term financing institution of the European Union and one of the largest multi-lateral lending 


institutions in the world. Its focus is nee on projects promoted by the private sector. Within the 
for 


Projects Directorate, which is responsible for the techno-economic appraisal of projects, the Bank is 
currently seeking for appointment at its headquarters in Luxembourg an (m/f) 


Industrial Economist 


Responsibilities: As part of a multi-disciplinary team, he/she will carry out: © Assessment of the economic, 
financial and environmental viability of capital investment projects and corporate programmes in industry, 
both in the EU member states and in developing countries nduding in Eastern Europe. Principal sectors are the 
mechanical and process industries, subject to negotiation and flexibility with other members of the industrial 
economics team; * Preparation of industry sector studies and assistance in identification of new investment 
opportunities; © Preparation of short, incisive appraisal reports. 


Education/Experience: © Relevant academic qualifications in economics, preferably a background in 
industrial economics or the economics of the firm; ¢ A minimum of 3 years experience gained in assessment of 
industrial projects in the corporate, consultancy or financial sectors, with some exposure to market analysis. 


Job-specific knowledge: Experience of applied quantitative methods, economic and financial modelling, 
cost-benefit analysis, risk analysis and environmental impact assessment. 


Languages: Excellent knowledge of English or French and a good command of the other. Working 
knowledge of other Community languages would be an advantage. 

The EIB offers attractive terms of employment and salary with a wide range of welfare benefits. Applications 
from women would be particularly welcome. 

Applicants, who must be nationals of a Member Country of the European Union, are invited to send their 


curriculum vitae, in English or French, together with a letter and a photograph, quoting the 
appropriate reference, to: 


EUROPEAN INVESTMENT BANK, Recruitment Division, Ref.: PJO9ECO03, 
L-2950 LUXEMBOURG. Fax: + 352 4379 2545 


Applications will be treated in the strictest confidence and will not be returned. 
General information about the EIB can be found on the internet (http://www.eib.org). 
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Fulfilling Britais 


5 : 
to China and occa jondlt 
> ‘Advisers and As ssis 


Department for 
International 
Development 


ECONOMISTS FOR 
THE DEPARTMENT FOR 


INTERNATIONAL DEVELOPMENT 


Economists in DFID play a key role throughout the organisation 
in helping define policy, strategy and programmes to 
implement the agenda set out in the influential 1997 White 
Paper, ‘Eliminating World Poverty: A Challenge for the 21st 
Century’ They work on a wide variety of issues ranging from the 
development of international policies which will contribute to 
the elimination of poverty, through to economic analysis at the 
country level, and the design of specific programmes and 
projects to promote growth and tackle. poverty. 


We now have vacancies for a number of Assistant Economists 
and Economic Advisers. We can offer the successful candidates 
the oppertunity to develop a career within the organisation, 
applying their skills over time to a challenging range of 
important and complex issues. We can offer the prospect of 
significant work overseas, and opportunities for postings in our 
offices abroad (located in Bangkok, Bridgetown, Dar es Salaam, 
Delhi, Dhaka, Harare, Kampala, Kathmandu, Nairobi, and 
Pretoria). Economic Advisers in DFID expect to spend about 
half their career overseas. 


Vacancies may include: 


* An Adviser for our Eastern Asia and Pacific Department in 


London. The work is largely concentrated on-a poverty-focused 
"programme in China’ but cals 


iso“ includes support to our 
acific region. The post involves regular travel 
to.the Pacific region. : 

ork in our ternational 


€ Bretton Woods 
indtitutionsy, the ‘UN “amy ‘of in tutes, cand the regional 
development banks: 


-5e An Adviser to, work in our central: Health and Population 
| Department in’ London. The 


The... Advisér will need a strong 
background in: ee health systems and health 


sector: reform, 


* An Adviser to Worki invour office in Dhaka on.the design and 
implementation of.the DFID programme in Bangladesh. 


Other vacancies are expected to arise in early 2000 and these 
may include work on international Financial Architecture issues, 
requiring a strong understanding of international capital 
markets and financial and private sector issues in the poorest 
countries. 


QUALIFICATIONS AND EXPERIENCE 

You should have a first degree, at least a 2:1, in economics or 
development economics and preferably also a further degree in 
economics or development economics. You should have a 
strong understanding of the issues facing the poorer economies 
in the world, have strong macro- and micro-economic skills and 
be very familiar with trade and international issues. You should 
also have good communication and team skills and strong 
policy and analytical skills. 


Candidates for Adviser posts will need to demonstrate 
management expertise including effective staff management 
and team leadership skills. Advisers should have four to six years 
relevant experience and work experience in a developing 
country is essential. 


TERMS OF APPOINTMENT 

These are Home Civil Service posts open to UK nationals, 
nationals of Member States of the European Economic Area 
(EEA) or citizens of Commonwealth Countries who have an 
established right of abode and the right to work in the United 
Kingdom. 


For Advisers, after an inital probationary period, these 
permanent appointments will have a starting salary in the range 
of £32,269 - £40,369 (pensionable), for Assistants, starting salary 
will be in the range £17,415 - £25,035 (pensionable), depending 
on qualifications and experience. In both cases more may be 
available for exceptional candidates. 


An Assistant Economist will be offered a provisional contract 
and will be required to take and pass the Government 
Economic Service exams during their first few months in the 
job. A permanent position to be offered after success in the GES 
exam. 


Successful candidates will be subject to a mobility obligation, 
including service overseas if required. 

The closing date for receipt of completed applications is 
10 January 2000. 


‘Application forms can be obtained, ‘quoting reference AH304/SC/TE clearly on your envelope, from Department for 


International Development, Abercrombie House, Room AH304, Eaglesham Road, East Kilbride G75 8EA or 
telephone (01355) 843243 (answerphone) or e-mail: Group3D1@dfid.gov.uk  http://www.dfid.gov.uk 


The Department for International Development (DFID) is the 
British government department responsible for promoting 
development and the reduction of poverty. DFID is committed 
fo the internationally agreed target of halving the proportion of 
people living in extreme poverty by 2015. 


DFID works in partnership with governments, international and 
national non-governmental organisations, the private sector 
and institutions such as the World Bank, UN agencies and the 
European Commission. Most of our assistance i is concentrated 
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on the poorest countries in Asia and sub-Saharan Africa, but 
we also work in middie income countries, and in Central and 
Eastern Europe. 


DFID is committed to a policy of Equal Opportunities and 
encourages applications from all sectors of the community. We 
would particularly welcome applicants with an ethnic 
minorities background. 
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COMMONWEALTH SECRETARIAT 


Zi DEPUTY DIRECTOR - 
(INTERNATIONAL TRADE & REGIONAL CO-OPERATION), 
ECONOMIC AFFAIRS DIVISION 


The Division is responsible for carrying out the Secretariat’s programmes on 
national and international economic issues and economic management, through 
economic policy advice, consensus building and policy development. The post is 
vacant from June 2000. 


The. incumbent will be responsible for: leading the division’s work on trade policy 
issues and regional cooperation; providing analytical and policy advice to 
Commonwealth governments on WTO issues ACP/EU relations, competition policy, 
and strategies and approaches to regional cooperation; helping governments to 
forge national and international consensus on fostering multilateral trade on fair and 
equitable terms; help manage the Trade and Investment Access Facility (TIAF) a 
flagship programme of the Secretariat aimed at enhancing developing countries’ 
capacity to integrate into the multilateral trading system; and provide leadership to 
a small team of trade economists. 


Applicants should be Commonwealth nationals and have a good post-graduate 
degree in economics, extensive experience in economic analysis and policy 
formulation (especially as regards international trade, competition, and regional co- 
operation) and a record of service at a responsible level in international institutions, 
research organisations, universities and/or government. A PhD in economics 
specialising in international trade would be an advantage. Good analytical and 
drafting skills, ability to manage staff and interact positively with Commonwealth 
Governments and international organisations are also essential. Familiarity with IT is 
desirable. 


Appointment will normally be offered on a three year contract. 
Salary: £46,644 to £57,576 p.a. gross for UK residents 
£31,764 to £37,596 p.a. net plus expatriate benefits for overseas appointees. 
Application form and further details from: 
Anuja De Silva, Personnel & Staff Development Dept, 
Commonwealth Secretariat, Marlborough House, Pall Mall, 
London SW1Y 5HX, United Kingdom 
Tel: (44) 171 747 6178 Fax: (44) 171 747 6520 
E-mail: a.desilva@commonwealth.int 
Commonwealth Secretariat Website: _ http://www.thecommeonwealth.org 


Closing date: 17 January 2000 
The Commonwealth Secretariat is an Equal Opportunity Employer 





UNIVERSITY OF OSLO 


“entre for Technology, Innovation and Culture 


2 Ph.D. FELLOWSHIPS 


The Centre for technology, innovation and culture (TIK) is a part of 
the Social Science Faculty at the University of Oslo. It undertakes 
cross-disciplinary research and education (Master, Ph.D.) within its 
field in close co-operation with other universities and research 
groups in Europe. 


Innovation studies 

Tnnovation studies focus on how innovations emerge and diffuse in 
firms, organisations and society at large, the factors that influence 
this and the consequences thereof. Candidates will be selected on the 
basis of the quality of the research proposal. Emphasis should be on 
interdisciplinary research. 4-year Fellowship period, with 25% 
assigned to teaching. 


Globalisation and Marginalisation of the south: 

FDI spillovers in Tanzania 

This project will focus on the effects of foreign direct investment 
(FDD on structural change and economic growth in developing 
countries, with particular emphasis on the Tanzanian context, and 
the experience of Asian countries. Previous experience from 
developing countries would be an asset. The appointment is for 3 
years beginning September 1°°2000. 


Please find full text for positions at: www.tik wio.no/phd/posi. htm 
The appointee must apply and enrol in the centre’s Ph.D. program at 


Social Science Faculty, University of Oslo. 

Basic salary NOK 241 700 (Itr.32) before tax. (Approx. £19k) 
Admission criteria: 
Enquiries: 


http://www.sv.uio.no/engelsk/doctoralinfo.htm 
monica.melhus@tik.uio.no 


-Closing date for applications: February 15, 2000. 











The University of Oslo encourages applications from women. 
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Chair of Accounting and 
Finance/Head, Department 
of Accounting and Finance 
Faculty of Business and Economics _ 
Monash University, Melbourne, Australia 
Monash University is seeking to appoint an outstanding scholar 

as professor to provide academic leadership in research, teaching 
and administration in the Department of Accounting and Finance. 
This new chair presents the opportunity for a major contribution 


to research and teaching in accounting and finance, together with 
a leadership role as head of department. 


The Department of Accounting and Finance operates over six 
campuses - Berwick, Caulfield, Clayton, Gippsland and Peninsula 
campuses in Victoria and in Malaysia at Kuala Lumpur. 

The department has approximately 80 academic staff who teach 
a range of accounting and finance subjects in a number of 
undergraduate and postgraduate courses. The department has 
responsibility for the:administration of postgraduate programs 
which include exe gtaduate certificates, graduate and 
postgraduate. 


ill be on a continuing basis; % 
ing for an initial period of thre: 
position will be based is negotiable; 
although regular travel between campuses is expected. 


Professorial salary: $A91,957 per annum; in addition, the head 
of department duties will attract an appropriate allowance. 
Superannuation, travel and removal allowances are available. 


Selection documentation may be accessed electronically on the world 
wide web: http://www.monash.edu.au/personnel/recruit/snrapps 


Enquiries regarding the position may be directed to Professor 
John Rickard, Dean of the Faculty of Business and Economics, 
telephone +61 3 9903 2960, facsimile +61 3 9903 2002, 
e-mail john.rickard@buseco.monash.edu.au 


Further information and particulars of the application 
procedure may be obtained from Mr John Noonan, Manager 
(Senior Appointments), Monash University, Victoria 3800, Australia, 
telephone +61 3 9905 5904, facsimile +61 3 9905 6857, 
e-mail: john.noonan@adm.monash.edu.au 


Applications should reach the Assistant General Manager 
(Personnel Services), Monash University, Victoria 3800, 
Australia, no later than Friday, 28 January 2000. 


The university reserves the right to appoint by invitation. 


An Equal Opportunity Employer 
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THREE POSITIONS FOR STRATEGIC RESEARCH DEPARTMENT 


CENTER FOR NAVAL WARFARE STUDIES 
NAVAL WAR COLLEGE 



















Asian Studies/China. Faculty appointment in the Center for Naval Warfare 
Studies, United States Naval War College, Newport. R.I. The Center seeks 
candidates. with. scholarly attainment in Asian Studies with particular expertise in 
Chinese history, foreign and domestic policy, and military strategy. Anticipated 
Starting date not later than August 1, 2000. The Center for Naval Warfare Studies 
is the U.S. Navy’s chief canter for advanced strategic research and wargaming. 
Faculty members are expected to. carry out research in support of the Navy’s 
strategie planning responsibilities for the Asia-Pacific region, 

















Military and Naval Strategy/Strategic Theory/Military and Naval History. 
Faculty appointment in the Center for Naval Warefare Studies, United States 
Naval War College, Newport, R.I. The Center seeks candidates with scholarly 
attainment in the fields of military and naval strategy, strategic theory, and 
military and naval history. Anticipated starting date not later than August 1, 2000. 
The Center for Naval Warfare Studies is the US. Navy's chief center for 
advanced strategic research and wargaming. Faculty members are expected to 
carry out research in support of the Navy’s global strategic planning 
responsibilities. 































Defense Technology and Military Force/Military Innovation, Faculty 
appointment in the Center for Naval Warfare Studies, United States Naval War 
College, Newport. R.I The Center seeks candidates with scholarly attainment in 
the broad field of the study of technology and military. force. Candidates who 
have done work in the areas of the relationship of technology to military strategy 
and operations, the nature of military innovation and revolutions in military 
affairs, and the role of technology in war are welcome to apply. Anticipated 
starting date not later than August 1, 2000. The Center for Naval Warfare Studies 
is the U.S. Navy's chief center for advanced strategic research and wargaming. 
Faculty members are expected to carry out research in support of the Navy's 
global strategic planning responsibilities. 

Opportunities will be available for the above to pursue their particular research 
interests. It is desired that candidates have a Ph.D., and demonstrated ability to 
serve as scholars and analysts, or an outstanding record of scholarship in the field. 
The salary and level of appointment will be based upon record of publication and 
experience. Candidates must capable of obtaining a Department of Defense 
security clearance at the TOP SECRET level. This is atest designated position 
under the Department of the Navy Drug Free Workplace Program requiring that 
the selectee pass a drug screening test prior to appointment and randomly 
thereafter, Applicants should send a fill curriculum vitae and letter of interest by 
February 15, 2000 to U.S. Naval War College, Code 3, Dean. of Naval Warfare 
Studies, 686 Cushing Road, Newport R1. 02841-1207, Candidates claiming 
Veterans Preference must provide a copy of their: DD214 (Record of Military 
Service) and if claiming 10 points, an SF-15 (Application for 10-point Veterans 
Preference) with appropriate Veterans Administration certification, 

















The Naval War College is an Equal Opportunity Employer. 


DO YOU FEEL LIKE YOUR CORPORATE 
LADDER HAS RUN OUT OF RUNGS? 


Do you feet the need for new challenges and opportunities? If you're a 
global senior executive, over 40 years old and accustomed to a +100K 
annual salary, we can be the answer to your next jump on the ladder of 
Success, Resume Broadcast International assists you ìn your. 
professional search with the personal contact necessary for success 
' from start to finish 24 hours a day, 365 days a year. Opportunity is only a 
phone call away at Tel: (909) 866-4213, Fax: (909) 866-4244 or E-mail: 
102224 3306 @compuserve.com 


Resume ~ 
Srocdcost E 







Resume Broadcast international 
PO BOX 2892, Big Bear Lake, California CA92315, USA. 
Tel: +1 (909) 866.4213, Fax: +1 (909) 866 4244 


. internation Email: 102224.3306 @compuserve.com 
COURSES __ BUSINESS 


s OPPORTUNITIES 
DOCTORAL / MASTER'S DEGREES gapen eenias 
Accredited one month residency, sight col- | MOAMAR AULE 
* Read de c ies 
a E 
PR J * Trade services .. Shipping 
Gov't Aid & VA Benefits Available it Qualified, 


* Bankino/Accounting services 
i - * China business development services 
Berne University 
International Graduate Schoo! 






















Contact Stella Ho for immediate services 
& company brochure 





JOB HUNTING INTERNATIONALLY: 


USA/Canada 
Europe 
Asia / M. East / Aus 





MANAGERS 






Publish Your Work 


ALL SUBJECTS CONSIDERED 


Executive $75K-SO0K+. Career searching into, within or out of 
Asia / Europe / M.East / U.S.? Contact for Free Info & Critique 


www.careerpath.co.uk 


Fax: 
+1 202 4781698 
+44 20 75048280 
+66 2 2674688 


Email: 
cpamerica(@careerpath.co.uk 
cpeurope@icareerpath.co.uk 
cpasia@bkk.loxinfo.co.th 
















International 


Business Development 


Our client, With a focus on marketing and 
business development opportunities, 
u will establish new sites in foreign 


locations, recruit local personnel and 










a major U.S, 








corporation with 

















































: direct business operations. Managers 
worldwide opera- must have a professional background 
tions, is seeking and demonstrated experience in one or 
Pg more business and technology fields, 
to extend its including business negotiation, sales/ 
presence in a marketing, manufacturing, computers, 
telecommunications and engineering. 
number of ‘Technical and scientific professionals 
. ; with limited business management 
international experience will also be considered if 
markets, Skilled they otherwise qualify. 


Our client seeks. professionals with 
motivation and drive who have proven, 
successful track records in international 
business. Demonstrated qualifications 
should include strategic planes and 
sive business development skills. 
didates must be able to empower 


business managers 
and executives 






with overseas 


experience are 


































required to lead oon loyees and manage their activities 
and guide this. with minimal direct supervision, while 
. ... delivering accountability for their 
expansion inita- entire peg Foreign language 
tive. Current loca- skills are a definite plus. 

: p An attractive compensation and 
tions of iisteredt benefits package pig offered. Due to the 
include, but are large number of responses we expect, 

limited it may not be possible to reply to every 
not ümited to, candidate, No telephone inquiries will 

Latin America, be accepted. EOE. To apply, send your 

: resume (must include oe at EC/1211) 
Asia and by fax or e-mail 
z z to: FAX: 
Eastem Europe. (800) 890-4295; 
e-mail: 
srd@us.net 


aeee aar anase E een 


SPENCER ROLLS DIRECT 


naana m anaana a te 


Professional Placement Worldwide 







BUSINESS & PERSONAL 





CHOOSE FROM 4 SELECTION OF BEAUTIFULLY 
APPO 


INTED STUDIO AND ONE BEDI 


























35 Center St., Unit 18 shat MASS ITD eats 
oom ; Albion Plaza 2-6 Granville 
Wolfeboro Falls, NH 03896 Road, T.5.T, Kowloon, Hong Kong 
Call: (603) 569-8648 FAX: (603) 569-4052 E-mail:nacs@hk.super.net 






Tel (852) 2724 1223 
Fax: (852) 2722 4373 






E-MAIL: herme@berne.edu 
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write or send your manuscript to: 


MINERVAPRESS 


LONDON WIR 7YB, ENGLAND 
www. minerva-press.co,uk — 





ALL FULLY EQUIPPED WITH MODERN FACILITIES 
12 OVINGTON SQUARE 
KNIGHTSBRIDGE SW3 {LN 
Baa S466 FAX: 0171-584 2012 
-i : info@ondonsuites. 






315-317 REGENT STREET, 

























shea PRIVATE SECTOR DEVELOPMENT 


peor ~ FIELD MANAGER 
SARAJEVO BASED 















The Central and South Eastern Europe Department (CSEED) of within the formal aid sector, and have significant experience of 
DFID is seeking to appoint. a. proactive Field Manager to. work in the emerging economies of Central and Eastern 
produce private sector development stragegiesin the Western £urope. Extensive professional experience in the different 
Balkans (Albania, Bosnia-Herzegovina, Croatia, Macedonia and aspects of private sector development, in both the informal 
Federal:Republic of Yugoslavia, including Kosovo) within a 2: ` and formal.sectors, is essential. 
year, period: The cürrent portfolio of DIDI embraces a wide A’ working knowledge of government and/or non- 
range of initiatives comprising privatisation, capital market, governmental organisations, and in the commercial sector, as a 
Small and. Medium, Enterprises (SME) development, re- Consultant is required 
employment, enterprise restructuring and marketing. a e oe ` 
his a major vole ‘in stren fein and:ex andi DFID Compaen afirarticulate, you must beable tor get yaur 
‘abopoit för ae cectiir p ashe ae ges of ish perspective across effectively in multi-disciplinary groups, as 
Hf pralramme and aims to akle significant targets in’ well as deal with a wide range of work and issues, often under 
‘ poverty reduction in the region. - Pi i pressure. The ability to write clearly and concisely is a pre- 
requisiteof the:role. 


Astrategic thinker, you will develop new strategies and identify, TERMS OF APPOINTMENT 


design and ap interventions, as well as review existing A 
interventions in the Western Balkans. © ooo s ©" The post is offered on a 2 year contract and the salary range is 
‘Np be advised that with the hugh presence of £39,000 - £48,000 per annum (UK taxable) commensurate with 
nity. and the success of the qualifications and experience. 
‘Candidates should either be nationals of Member States of the 
European Economic Area (EEA), or Commonwealth citizens 
ñ éstablished right of abode and the right to work 














tment to BREST eee a 









in economics and/or 
experience. of work: Closing date for applications 10th January 2000. 


nce AH: C/BG/CSEED/TE clearly on your envelope, from 
nal Development, Abercrombie House, Eaglesham Road, 

i pr-tel 5) 843138(answerphone) or e-mail: group3c2@dfid.gov.uk 
http://www.dfid.gov.uk_ j 


Fulfilling Britain’s comm 





The Department for International Development (DFID) is the sector and institutions such as the World Bank, UN agencies 
British government department responsible for promoting and the European Commission. Most of our assistance is 


evelopme: he reductio overty. DFID is mitte ee A g 
development and ihe reduction ofipoverty DFID is come uited concentrated on the poorest countries in Asia and sub-Saharan 
to the internationally agreed target of halving the proportion of 


people living in extreme poverty by 2015. Africa, but we also work in middle income countries, and in 


: ae ; . Central and Eastern Europe. 
DFID works in partnership with governments, international : l 


and national non-governmental organisations, the private DFID adheres to the Civil Service’s Equal Opportunities policy. 


BUSINESS & PERSONAL 


7 5 J ay)! 
YOU’RE NOT DOOMED! UNITED WORLD TELECOM 


We can instantly fix your Y2K problems with your FoxPro, Clipper and dBase programs. 
SAVE ON INTERNATIONAL PHONE CALLS 





















No source code or programming skills needed. We helped Amex, Pitney Bowes, US 
Courts, US Navy, McKesson, and many others. Plus hundreds of small businesses who 
thought they were ... well, doomed! 

See our web site for more info and free downloads, Communication Horizons, est. 1986. 


Tel: 800-480-1604 or 203-656-0448. Fax: 203-655-4049. Web: www.yZkfox.com. 
DELAWARE (USA) fo) 3 ORE 
] i Companies from $250 









www.uwtcallback.com 


eciists in seting 
Boat & Shelf 





















K We provide confidential cu COMPARI * Low Intl. Rates * No Fees, No Commitment 
\ Regis READY MADE GOMPANI . R 5 
er griko LOWEST ANNUAL FEES * High Quality * Office, Home & Cellular 
351 Ss R, #1O5EC Wig DE USA 19810 NOMINEE SERVICE * i * 
E-mu cig on loro: ay Sra BANK INTRODUCTIONS Prompt Service Phone, Fax & Modem 

— OFFSHORE CREDIT CARDS C. I I f I t 
IMMIGRATE TO CANADA Funds @E) Express all now for new low rates 












, Wiis Can Help” ‘Tel: +353-1-6790600 Fax:+353-1-6790475 AGENTS WANTED! 
The 


Ridge House, 1 Conyngham Road, 
Dubiin 8, freland ~ ~ m TP à 
. Federal Hwy. C-11 Delray Beach, Fl, 33483 USA 


E-mail: FundsExpress @clubiie ae = Š a é TAE 3 ` 
Cyprus: Tif, +1 561 276 7156 Fax. +1 561 243 2634 
Tol:+357-2752415 Fax:+357-2766722 Email: econ@uwic eens 
r Email: econ@uwtcallback.com 
Established since 1980 $ : Mbit cha 
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4.9¢ a minute calls 


to the USA 
from anywhere 
in the world! 






8¢ calls to UK, France, Germany, 
Netherlands, Belgium, Hong Kong, 
Sweden, Switzerland & more! 
Get low, low rates in the true spirit of the holidays! Phone friends and 
family back in the U.S.A. at just 4.9¢ 4 min.! 


Or, call anywhere in Western A t 
Europe for just 8¢ a min. Get 4.9¢ a gin. NOW! 


ae rates around the We'll call you right hack 
die with all the facts! 































Call, fax, or contact Net2Phone® Fax: 1-520-940-1176 For over a quarter of the 
NOW and save! ; i ; century, OCRA has offered 
alate Ore l : unparalleled knowledge of 
n2p3@usa.com international tax and asset 

protection planning loro see e 










individual and corporate clients. WORLD WIDE 
Now delivered through a EETAPEENENY YENTE 
network of offices in 26 www. ocra.com 
world financial centres and 
all time zones, the collective Instant Response 
experience, skills and resources Immediate Action 
of more than 300 multi 29 Languages Spoken 
disciplined OCRA professionals 
including lawyers, chartered BETEAC comprehensive 
accountants and secretaries, [Ue aise gee 1x4 
economists and bankers are [ater mets 
instantly accessible ~ wherever Planning Advice 
you are. SAT Ome Naa aN aa a cae te 
For our FREE 110 page i ride Ready vage Hessen 
full colour brochure contact Orporations rom Estee 2 
Colin W Forster {Director} * Bank Introductions/ 
ISLE OF MAN Corporate Credit Cards 
PO Box 55 Companies House -pA Offshore Trusts and 
Tower Street Ramsey 















mé cller. Limited to PCo-Ph 
ors wiy. Rates subject toc 


netzphone“ 


3; 
4 “i www net2phone.com 


APPOINTMENTS 



























LONDON SCHOOL OF HYGIENE & 
TROPICAL MEDICINE 


DEAN OF THE SCHOOL 


The London School of Hygiene & 
Tropical Medicine is seeking to appoint a 
Dean in succession to Professor Harrison Spencer. 


The mission of the School, an independent UK Higher 
Education Institution, is to contribute to the 















improvement of health worldwide through the pursuit Isle of Man IM99 1JA Licensed Trustee Services 
of excellence in research, postgraduate teaching, British Isles e Professional Directors and 






advanced training and consultancy in national and 
international public health and tropical medicine. 


The Dean is the Chief Executive Officer of the School 
and is responsible to the Board of Management for its 
academic, financial and administrative affairs. The 
successful candidate will have the capacity and vision 
to provide energetic leadership in an international 
institution in a challenging health-related higher 
education environment, including the ability to 
develop strategy and gain support for its 
implementation. In addition, they will have experience 
of successful management at a senior level and an 
internationally relevant academic record. 


Detailed information about this position, the School 
and application requirements may be obtained 
from the Secretary & Registrar, London School of 
Hygiene & Tropical Medicine, Keppel! Street, London 
WCi1E 7HT; telephone +44 (0)20 7927 2277: fax: 
+44 (0)20 7636 7679; e-mail: ruth.fitch@lshtm.ac.uk, 
to whom applications should be submitted by 
20th January 2000. 


The London School of Hygiene & Tropical Medicine is 
an equal opportunities employer 


Telephone +44 1624 815544 Nominee Services 
Facsimile +44 1624 817080 [REPANTI 
E-mail: economist@ocra.com more than 100 Jurisdictions 
FREEPHONE UK car 
0800 269 900 


ETONE USA * Full Accountancy and Audit 
Ali credit 









* Management and 
Administration Services 









Services 















LUXEMBOURG 
i 


FINLAND 
€ Karis í 


(Ere 









Emal f@acra com 
BULGARIA 
an Mav 






è MOC A COM 
MAURITIUS: 

Ashiq Ba 
Pr 












Em 
u: 
Kevin Mir 
Phone +1 
Fax et 
E-mail iu 





tonal isinghacra coni 


AUSTRALIA 
M £ 






HONG KONG 
Raymond Ch 
Phone 
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Europe made easy 


Crossair of Switzerland, Europe's largest regional airline, offers more than 28 daily departures 
from the the UK and Ireland to Switzerland. In addition, Crossair also offers more than 100 desti- 


e 
nations in 36 European countries through its EuroCross hub at EuroAirport Basle. Contact your crossair 


local travel agent or Crossair +44 845 607 3000. www.crossair.com (@& The Guélifiyer Group 
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OFFSHORE 
CREDIT CARDS 
AVAILABLE BY 

EUROPEAN BANK 
FAX APPLICATION TO BANK: 


+90 392 227 53 77 
E-MAIL: info@fmb-cards.com 




















INVEST IN THE FUTURE 


Participate in the 
development of the 
industrial region of 

Berlin/Germany 
Guarantees available 
fax: 0049/40/5892825 

e-mail: ggh.koch@aol.com 





r| STARTYOUROWN ™ 7 
| IMPORT/EXPORT AGENCY ! U.S. CORPORATIONS AND 
{No Capital or Exp. req, No Risk. Work from 

Home. Part/Full time, Free Advisory Eat LIMITED LIABILITY COMPANIES 
F Est, 1946, Clients in 120 countries, I 
Send for Free Booklet. 


WADE WORLD TRADE PHONE, FAX or INTERNET 
Dept 2024 50 Burnhill Road 


I 
I 
Beckenham Kent BR3 3LA UK É į Your headquarters may be anywhere in the 
r 
i 
s 


(LLCs) SET UP INSTANTLY IN 
DELAWARE, OR OTHER STATE. BY 





Tel: +44 (0) 181 650 0180 (24hrs) t USA or other country. No minimum capital 
Fax: +44 (0) 2 one 3212 requirements. No lawyers necessary. Most 
http/www.wa letrade.com major corporations are incorporated in 
į maj porations are po: i 
am eet So ee et T, 1 Delaware. FREE Delaware Incorporation 
1 Handbook (Sth Edition). Registered agent, 
l shelf corporations, legal address in 
į Delaware and mail forwarding. U.S. bank 
1 account opening service. VISA/MC/AMEX 
$ CALL ANYTIME Tel: 1.800.423.2993 
! (toll free) or +302.996.5819 
i Fax: 1.800.423.04523 (USA/Canada only} 
i 
1 
t 
i 
i 
i 
i 































CENTRAL EUROPE 


o Research & data bases 
e Credibility reports address in or Fax: +302.996.5818 
E-mail: inc_info@delbusinc.com 
Internet: http://www.delbusinc.com 
Delaware Business Incorporators,inc. 
3422 Old Capitol Trail, Dept. TE 
Wilmington, DE 19808-6192 1402 TEANECK ROAD « SUITE 114 - TEANECK, NEW JERSEY - 07666 > USA 


mam sam oe A ee ee see Sm nn ae SO ne ma oaa maa ee me ee He 


o Certification & patenting support 


Budapest office: 
Voice & fax: +436 1 260 05 03 
email: przemek@miail.datanet.hu 


mist@ne 
www. newworldtele 


SOVEREIGN 


Innovative and cost-effective sohitions to protect your assets and minimise your tax. The Sovereign Group is a professional global practice of leading 







tax specialists, operating in 13 jurisdictions worldwide for over 10 years. For complimentary copies of our guides to international tax planning and 
trustee services, please contact your most convenient Sovereign office. Alternatively call for expert practical advice free of obligation or charge. 
HONG KONG; Stuart Stobie USA: Bill Andrews GIBRALTAR: Diane Dentith U.K.: Simon Denton T.C.i.: Paul Winder 
Yel: +852 2542 1177 Tel: +1 757 363 9669 Tel 350 76173 tel: +44 (0)207 479 7070 Tel +1 649 946 $05 
Fax: +852 2545 0550 Fax: +1 757 363 9668 Fax: ) 70158 Fax: +44 (0)207 439 4436 Pax: +1 649 946 $052 
hki@sovereigngroup.com usaqusoverelyngroup.com gib@sovercigngroup.com uk@sovercigngroup.com {CICUSOVEFCI EN BTOUP. CONT 














eyoign Trust (Gibraltar) Limited is icensed by the Financial Services Commission ~ Licence Na: FSC 001438. racen 















Since 1977 The ICSL organisation has specialized in the establishment and administration of Offshore Companies, Trusts, 
Foundations and other structures with emphasis on Tax Mitigation, Asset Protection and Privacy. We also arrange no 

tax /low tax residency and alternative citizenship and passport. For information or an initial consultation without obligation 
please contact your most convenient ICSL office. Our corporate aim: to provide Quality Service at Reasonable Cost. 


CANADA - JACQUE LAPINE IBERIA - ROD RAMSDEN LLB LLM UK - PEYMAN ZIA 
International Company Services (Canada) Ltd Iberia Companhia de Servicaos Lda. International Company Services (UK) Ltd 
Tel: +1 450 679 7452 Fax: +1 450 6794263 Tel: +351 21314 2030 Fax: +351 213142031 Tel: +44 171 493 4244 Fax: +44 171 491 0605 
Email: icscanada@cedep.net Email: por@ICSL.com Email: uk@ICSL.com 






USA (WEST) - KASRA SADR JD USA (EAST) - JERRY BAKERJIAN BBA URUGUAY - DR. CARLOS QUERALTO 
international Company Services (USA) Inc International Company Services (USA) Inc International Company Services S.A, 

Tel: +1 310 5508712 Fax: +1310 2057973 Tek +1 954 943 1498 Fax: +1954 943 1499 Tel: +598 2902 1165 Fax: +598 2 902 1191 

Email: usawest@ICSL.com Email: usa@ICSL.com Email: uy@ICSL.com 










www.ICSL.com 
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Offsure OFFSHORE COMPANIES 


COMPANY & 
TRUST SERVICES 


ofessional, we 








AMOUPLAG 
GMC 
Fax +3120-5241407 
Email; 100413.3245@compuserve.com 
hrep://www.global-money.com 


AMCs, C PASSPORTS. 





sa . 
Group 


Salisbury House, Victoria Street 
ougias, Isle of Man IMI 2LW 


OFFSHORE 
COMPANIES 


COST EFFECTIVE 





OFFSHORE 
TAX - FREE 


Companies world - wide 


compani 


tel /fax/mail forwarding servic NOMINEE & MANAGEMENT SERVICES 

S R E AVAILABLE 

UNITED KINGDOM 
- Head Office - 


LAVECO Ltd ti 
Clos de Saignie, Sark, 
Vaited sali GY9 OSF 





£275 
GIBRALTAR £275 
ISLE OF MAN £275 
BELIZE £275 
BAHAMAS £275 


OTHER JURISDICTIONS AVAILABLE 








RU G 


Tel +36-1-2} 





7-96-81 








SOM ANIA 
40-92 2 FIDUCIARY MANAGEMENT 
è 13 WIMPOLE STREET 
LONDON W1M 7AB 


TEL: 0171 436 8100 
FAX: 0171 436 8188 


Email: fides3@fiduciary.co.uk 
http: /Awww.FiduciaryGroup.com 
Please quote: Economist 





RUSSIA 
~4234. [47444 
234-147-666 
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ECONOMIC INDICATORS 


OUTPUT, DEMAND AND JOBS Japan’scor fell by 1.0% in the third quarter, but was 0.9% up 
ona year earlier. In the same period German cor grew by 2.9% and was 1.2% higher than a year 
earlier. In the year to October industrial-output growth quickened to 1.5% in both Britain and 
Germany. In October the euro-area jobless rate fell below 10% for the first time in seven years. 











































































% change at annual rate The Economist poll industrial Retail sales Unemployment 

À GDP GDP forecasts production (volume) 

3mthst 1year 1999 3mths* 1 year __lyear 
Australia. + 09 +41 q+ 41 ma +13 Qr +5903 
Austria o na otl 7 Q 4+2 Oo na + 6.3 Aut + 6.9 Aug 
Belgium +68 + 17 07 +18 na + 0.6 Sept -61 bul 
Britain +37 +18% + 18 +39 + 15. Oct + 4.7. Oct 62 
Canada +47 +4293 + 38 +117 + 6.2 Sep + 43 Aug 69 Nv 80 
Denmark +08 + 15 Q2 + 14 na + 37 sep - 0.1 Oct 5.6 sep 62 
France +41 +28 93 + 26 +146 + 3.1 Sep + 3.0 Sep WO oa 11 7 
Germany +29 +1203 +13 + 3.1 + 1.5 Oct ~ 2.7 Sep 10.4 Nov 
italy O +h? +08 Q@ +12 +68 -04 Sep +10 Sep 17.4 Ju o 
lapan 3B + 09 +10 116.3 +17 Oct -18 Se 460a 43 
Netherlands + 45 +4003 +32 +49 +28 Sep +253 3104 38 
Spain + 4.6 _t 36 Qe t+ 37 + 8.3 + 3.7 Sep_ na 15.3 Oct E 18.5 
Sweden +28 +32 Q2 +35 -18 + 3.9 Sep + 4.2 Sep 5.2 ot 5.6 
Switzerland +24 +1693 + 13 na + 2.0 Q2° ~_1.7 Oct 2.3 Oct 32 
United States +55 +4203 + 3.9 +35 + 3.3 oa + 9.9 Aug 41 Nov 44 

| Eurot + 2.1 +16 +20 +37 +08 sep + 3.4 tun 95 oa 106 








*Not seasonally adjusted. Taverage of latest 3 months compared with average of previous 3 months, al annual rate. Hul-Sep, claimant count rate 4.2% in 
October.§ Aug Od. 








running and were 2.0% higher than a year earlier. Japan’s producer prices fell by 1.7% in the year 
to November, less than in the year to October. American workers’ pay rose by 3.6% in the 12 
months to November, a real increase of 1.0%, the same as in the year to October. 


% change at annual rate 


The Economist poil 
consumer prices forecast Producer prices* 


3 mths? 1 year 
+84 +10 
+ 04 1.0 
+ 71 
#45 
+ 69 
+ 46 
+ 35 
+24 
+57 
a 3.0 
+77 
+63. 
EEN 
+ 33 
+ 5.3 
51 +58 + 


s compared with average of previous 3 months, at annual rate. **New series. 
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| PRICES AND WAGES Producer prices in the euro area rose in October for the eighth month | 











n COMMODITY PRICE INDEX 
Only a week after the Bank of 
England held its third gold auction, gold 
prices slumped to a ten-week low of $276 
an ounce on December 6th, when the 
Dutch central bank announced plans to sell 
300 tonnes of gold to boost its cash reserves. 
The sales are included in the European cen- 
tral banks’ deal with the Bank of Interna- 
tional Settlements to limit gold sales to 2,000 
tonnes over the next five years. The Dutch 
have sold 700 tonnes of gold since 1992 and 
will still hold 752 tonnes after the sales. As 
Britain is selling 415 tonnes and Switzerland 
is close to government approval to sell 
roughly 1,300 of its 2,590 tonnes, the quota 
willbe filled. For the gold market, this will at 
least mean less uncertainty. 


1990=100 
Nov 30th 


% change on 
Dec7th* one one 
month _ year 














Sterling index 
All items 
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$peroz 291.70 279.60 = 40 <31, 
Crude oil North Sea Brent 
$ per barrel 24.53 25.31 + 70 +1440 

















@ ECONOMIC FORECASTS Every month 


The Economist poll of forecasters, December ave 
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The Economist surveys a group of econ- : Real GDP, % change Current accou 
omic forecasters and calculates the average | touihish ang ae ayero ot GOP 
of their predictions for economic growth, | ausmaa 33/48 20/48 41 35GA 

inflation and current-account balances for | Austria AIDA 232 0 ee ; ray 

15 countries. The table also shows the high | 14/26 25/36 1807) 2807. La 

and low forecasts for growth. The previous 17719. 1380D 31 CE 

month’s forecasts, where different, are 3837) 3460) Z ; . 

shown in brackets. On the whole, our fore- — 3 — = ao 

casters are more optimistic than they were a = 8: 








last month. They have increased their esti- 














































































































to expand by 3.2% next year, up from 3.0% 





12 
| mates of Gpp growth for ten countries next n/a oo 
year. They are especially cheery about 25/35 3260 
| North America, and now expect both zetes 2? ol ori ee 
American and Canadian Gpr to grow by ae ae =e a ao i = re var eo 
oe P aS i $i sok Pea BS Rieck ee 
3.4% in 2000. They expect France's economy “3440 oe. a 

















last month, and have raised their predic- 





i KOC Bank, Merril Lynch, iP. Marga 
burg Dilor Read, Scotiabank: g 



















| tion for Spain’s cpr growth a shade, to 3.8%. us 


a. l 
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MONEY AND INTEREST RATES Euro-denominated government bonds rallied with a rising 
euro. The American Treasury market welcomed strong productivity-growth figures. Yields on 
30-year Treasuries fell back to 6.13%. 












































_Money supply* : __Interest rates % p.a. (Dec 8th 1999) 
% rise on year ago over. -3-mth money market banks 2year _ 10-year gov't corporate 
a Narrow broad night latest year ago _prime gov't bonds latest? yearago bonds 
Australia +96 +89 ot 505 542 478 850 578 651 482 J0 
Britain +73 +30 0a 556 594 6a 650 62 526 449 559 
Canada +18 +38 Oa 463  4es az 650 576 603 483  7I7 
Denmark na +20 Ot 315 372 a7 623 457 533 434 735" 
Japan +137 +35 ot 001 0.20 044 138 047 176 128 O7 
Sweden +87 +99 oc 325 339 348 461 456 5,43 429 556 
Switzerland +84 +10 oa 093 199 150 313 269 na 243 393 
United States +17 +74 oct 5.34 589 508 850 595 613 455 7a 
Euro-11 +136 +60 On 304 346 338 3.65 3.94 500 na 512 





France 5.11%, Germany 5.00%, Italy 5.27%. Benchmarks. Japan No218 1.74%, US 30-year 6.23%. 


“Narrow: M1 except Britain MO, broad: M2 or M3 except Britain M4.Sources: Commerzbank, Den Danske, LP. Morgan, Royal Bank of Canada, Svenska 
Handelsbanken, Warburg Dillon Read, WEFA Group, Westpac, Primark Datastrearn:Rates cannot be construed as hanks’ offers 











STOCKMARKETS Stockholm soared by 10.4% in the week to December 8th, hitting six succes- 
sive record closes. The biggest gains came on December 8th, after Microsoft announced a joint- 
venture with Ericsson. The Dow ended the week back above 11,000. 





































































































Market indices % change on 
1999 one “one record Dec 34st 1998 
Dec 8th high low year high inlocal in $ 

Bee oe hae we Ne ee E he, eS currency terms 
Australia (All Ordinaries 3,108.8 3,1452 27797 +23 +130 - 12 +105 +4150 
Austria (ATX) 1,148 +16 -39 +25 -106 
Belgium (Bet 20) i - 42 ~ 14.2 -10.1 -216 
Britain (FTSE 100) 6.6194 6,7422 5,770.2 ~ 04 +168 - 18 +125 + 99. 
Canada (Toronto Composite) 7,820.1 7,8899 6,1803 +30 4227 -09 +206 4251 
Denmark (Copenhagen SE) 7700 7700 s655 + 36 +304 1i 3,208 ; 55 
France (SBF 250) 3519 35278 = +464 O4 +405 +226 
Germany (Xetra DAX) 6,1156 6.1588 j ; +308 - 11 +222 + 66 
italy (BC) e254 16254 1,3966 +42 +186 - 18 +93 - 46 
Japan (Nikkei 225) 18,4012 18,9145 13,2327 ~ O05 +232 -527 +329 +454 
opin) E 1,621.1 4,686.2 1,048.3 + 06 4421 438 4491 4631 
Netherlands (EOE) 6106 6175 5073 +13 3232 ° 2 11 4134 OO 
Spain (Madrid SE) 1,000.1" T0001 8236 + 34 719] nil +152 + 06 
Sweden (Affarsvariden Gen) 5.3296 5,3296 3.2684 +104 +574 ni +608 +558 
Switzerland (Swiss Market) 7,336.5 7,668.8 66167 ~ 19 +77 -128 +25 -399 
United States (DA) “14,068.1 11,3260 9,1207 +06 4229 - 23 +205 +205 
ea 500) «40386 1.4939 iR +186 - 21 +142 4142 
Europe (FTSE Eurotop 300)" 1,477.6 14834 +316 - 04 +249 ++ 90 
Euro-11 (FTSE Ebloc 100)" 1,2662 1,2678 +352 - 01 +268 +107 
World (MSO) SS=«i35.1§ A +221 - 02 na +176 
World bond market (Salomon) 442.3 4598 08 -31 -38 nma -3i 








“In euro terms TMorgan Stanley Capital international index includes individual markets listed above plus eight others, in dolar terms 
*Saloman Brothers Warld Government Bond Index, total return, in dollar terms. §Provisional, **Dec 7th. 


OTTEESTA E ASENA 
@ DRUG PRICES In much of the world, life- 
saving pharmaceuticals are expensive. But 
poor countries often have to pay the high- 
est prices, according to a study by Health 
Action International (11a1),a consumer lob- 
by group. Fluconazole, used to treat fungal 
infections that complicate Hiv infection, 
costs $1,740 for 100 units in South Africa, but 
only $1,168 in Italy; 100 units of lamivudine, 
also used against Hiv, costs $438 in Zambia 
and $314 in Belgium. One reason for the dif- 
ference, according to Han, is a lack of com- 
petition in some domestic markets. In 
South Africa, for example, where one brand 
of fluconazole predominates, the drug costs 
over 30 times more than it does in India, 
where at least 17 brands from different mak- 
ers are on sale. HA1 encourages the produc- 
tion of generic versions of patented drugs 
and parallel imports between poor coun- 
tries; however, international intellectual- 
property treaties make this risky. 























ma oe ne rare sa = SS 
TRADE, EXCHANGE RATES AND BUDGETS The euroslipped below parity with the dollar, falling to 
and, but it soon bounced back. The euro’s trade-weighted value ended the week to December 8th up 0.8%. The yen’s trade-weighted value de- 


__ Exchange rate 










































































____Trade balance*, $bn_ Current account 2 ___ Currency units Budget 
latest latest 12 $bn The Economist poll trade- tedt per per per per balance 
month months latest 12 mths % of GDP, forecast Dec 8th year ago $ £ DM euro % of GDP 
1999 2000 Dec8th yearago č 2 998 
Australia ~ 053 oa - 91 "= 22.0 03 57 5] 736 777 1.57 255. 082 161 05 
Austria -1 Aag -69 3.5 Sep 20-20 1010 1036 13.4 21.83 704 1376 -2.2 
Belgium + 0.61 Aue + 164 + i23 imn 44 43 100.0 1037 39.4 6400 20.63 4034 SEN 
Britain 2a ADT BQ 18 106.5 996 062 -032 063 02 
Canada + 171 See +098  - 4493. 07 03 791 75.6 1.48 241 078 152 0.9 
Denmark + 038 Aug + 33 + 0.3 Aug nil 02 1024 1077 “7.26 1180 380 7.44 09 
France + 246 se 4 223 4 383A ZA 24 1030 1072 6.40 1041 335 6.56 I7 
Germany + 6.10 Sep 4 713 ~ 94 Sep 04 03 100.1 1053 191 TE ~SC«S«SG 17 
italy + 063 Aug + 291 I 7335 765 7,890 3,072 990 1,936 -2.7 
Japan +1083 Sep +1256 29 1538 1288 103 168 54.04 106 60 
Netherlands + 1.14 sep 4 134 “44 99.0 103.3 2.15 1.88 350 113 2.20 -0.8 
Spain -300x = 319 12 749 776 162 142 — 264 8507 
4 oa + 163 16 "$3.0. 7934 53 
- 05 83 1941 1093 
-314.3 -3.7 105.0 1054 
+ 683 1.0 827 933 








* Australia, Britain, France, Canada, Japan and United States imports fob, exports fob. Ali others cif/fob. 11990=100, Bank of England. OECD estimate 
Snot seasonally adjusted. **New series 
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@ REGIONAL PROSPECTS According to the 
latest forecasts by the World Bank, the 
emerging economies of East Asia will re- 
main the world’s fastest-growing regional 
group of developing countries in the next 
decade. However, the average rate of 
| growth of their cpe per person will be less 
than in the 1990s. In its new Global Econ- 
omic Prospects, the Bank says itexpects GDP 
per person in East Asia to grow by 5.2% a 
year between 1999 and 2008, compared 
with 6.1% between 1989 and 1998. In all other 
developing regions, average growth rates of 
Gop per head will also rise. Even so, in sub- 


per person will grow by only 1% a year. 
South Asia’s economies will expand by an 
annual 3.7% per head. East Asia will also be 
the only region to see rising budget deficits. 
The World Bank expects that these will av- 
erage 2.4% of cpp, as the social and financial 
cost of the 1997-99 financial crisis is ab- 
| sorbed. Latin American governments, in 
| contrast, will see their average budget defi- 
| 

| 





| cits fall from just under 3.0% to 1.3% of GDP. 








| |. GDP per head 
= % change 4 2-042 4 6 
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ECONOMY Indian consumer-price inflation fell to 0.9% in the year to October; Egypt's fell to 
2.3%. Inflation in the Philippines edged up to 3.9% in November, as it did in Chile, to 2.6%, Co- 
lombia, to 9.7%, Greece, to 2.6%, and the Czech Republic, to 1.9%. Mexico’s current-account defi- 
cit narrowed to $13.8 billion in the year to September. 


































































































% change on year earlier Latest 12 months, $bn. Foreign reserves*, $bn 
GDP Industrial Consumer Trade “Current Latest Year ago 
production prices balance account 
China +708 + 7.6 No - 0.6 oa 428.9 ot +29.3 1998 1547 Sep 145.0 
Hong Kong + 4.5 93 ~ 6.6 Q2 - 42 oq ~ 5.2 oa + 0.6 1998! 90.4 Sep 88.7 
India s5 à 476p + O90a  ~ 78os -40a 31.2 sep 262 
indonesia + 05 @ +10.2 Q + 16 no +23.5 0g + 4.4 1 26.2 Aug 19.0 
Malaysia + 8:T- +13.9 Oct + 210a +18.5 oct + 9.4 1998 30,0 oc 22.7 
Philippines + 3.1.93 + 42 sep + 3.9 Nov + 3.3 Sep + 3.9 Jul 12.7 Sep 9.0 
Singapore + 6.7 93 +22.6 et + 1.5 oc + 4,5 Sep +19.0 a 75.9 Sep 72.3 
South Korea +12.3 93 +30.6 Oct + 14 Now +25.8 Nov +28.1 oct 65.4 sep. 47.0 
Taiwan 451g +750a + O4oa +101oa + 64m 1023 sg 837. 
Thailand + 3:5 qatt +15.4 Sep nil Nov + 9.6 oct 412.4 oa 31.7 oct 27.8 
Argentina ~ 49 Q2 - 0.5 on ~_1.7 oct ~ 2.4 oct -13.1 @2 0 224 0u 22.7 
Brazil a ER] + 0:3 Sep + 69 oa - 2.6 Oct ~ 28.3 Sep 42.4 0a 40.5 
Chile = 45 3 - 5.8 de + 2.6 Nov + 08 sep -209 14 6 0a 15.4 
Colombia ~ 76 92 - 98 Sea + 9.7 Nov _+ 0.9 sep ~ 5.9 1998 j 7.9 ju 8.7 
Mexico + 4603 + 37 Sp + 149 oa ~ 5.6 sep -138 03 32.3 0a 307 
Venezuela = 96 92. Ma + 202o +t 3S A ~ 1B 8 11.1 Sep 10.1 
Egypt + 6.0 m9 -+ 8O 7908 + 230a -12.5 @ -17% 16.1 Aug 186 
Greece + 3.5 1998 + 2.2 sep + 26 Now -17.6 Jan - 4.4 jan 19.1 on 17S 
israel +250 +90% + 2900 -7low -12 218 on 219 
South Africa + 1.7.93 ~ 0:9 Sep + 17 0a +260 = 17% 55 s 4t 
Turkey ~ 5.6 03 -94 on + 646 No -13.6 Sep + 3.1 Aug 23.7 - Sep 21.6 
Czech Republic + 0.3 92 ~ 2.2 Sep + 19 Now - 20 oa ~ 0.4 g 12.0 jut A 
Hungary +38 m +14.3 oa + 10.5 ca ~ 2.3 Sep ~ 2.3 sep 10.2 üa 8.2 
Poland + 30 g + 92 od + 8.7 0a ~13.8 Sep ~10.9 sep 25.0 Sep 26.1 
Russia + 48 93 +103 oa + 57.1 Oa 431.1 Sep + 94 at 74 oct a7 





“Excluding gold, except Singapore, IMF definition. Tyisibie and invisible trade balance §¥ear ending June. Ft hjowe series. 





year, hit another record high amid bullishness about the Turkish economy. It notched up gains 
of 12.2% in the week to December 8th. Cairo went one better, rising by 12.7%. But Athens fell back 
by 6.8%, following gains of 5.1% in the previous week. 










































































































































Currency units interest rates Stockmarkets % change on 
per $ per£ short-term | Dec8th = Dec 31st 1998 
Dec 8th year ago “Dec 8th” % p.a. one “inlocal  in$ 
week currency terms 
China 828 8.28 13.5 198° 7,514.9 ~ 15 + 242 + 242 
HongKong 777 75O N6 605 OOOO 15,989.4 
india 434 426 70.6 4,799. 
Indonesia 7195 7,425 11.695 
Malaysia 380 380 618 
Philippines 408 387 662 Z 
Singapore 168 165 273 
South Korea 1,125 1215 1,828 
Taiwan 315823 SS 
Thailand 385 358 i 
Argentina 1.00 1.00 = x 
1.86 1.20 3.03 J 14,410.0 
54 an O sa SO 4,996.84 
bia 1905 1,542 3,097 Wa? AE 
Mexico a47 996 154 1736 66650 +75 
Venezuela 642. 562 1,043 1225. 5,1859 +13 
Egypt 3.42 12,901.9 +127 
Greece MNE SA O o 
israel 4.23 
South Africa 6.15 A $ 
Turkey 520,395 210 845,902 
Czech Republic 352 30.2 57.2 
Hungary _ 249 218 ee 404 
Poland 418 350 6.79 
Russia 970 2065 438 





*Proxy, due to lack of inter-bank marker. T New Series, iriflation-adjusted. £Dec Hh. §in dollar terms. 





Sources: National statistics offices, central banks and stock exchanges, Pamark Datastream; EIU; Reuters, Warburg Dillon Read; J.P Morgan, Hong Kong 
Monetary Authority, Centre for Monitoring Indian Economy, FEL; EFG-Hermes, Bank Leumi Le-tsrael; Standard Bank Group; Akbank; Bank Ekspres; Deut- 


+ sche Bank, Russian Economic Trends. 
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Global or local? 


Sir—In response to fears of glo- 
~ balisation (‘The new trade war”, 
December 4th), many nations 
have taken to defending their cul- 
ture against foreign influence, es- 
pecially in the realm of the arts 
and entertainment. The idea that 
culture is static, existing indepen- 
dent of extra-national influences, 
is a fallacy. 

Take France, for example. The 
culture that the French describe as 
their own is really not French at 
all, unless they are willing to 
abandon all of the culture that 
has developed since Julius Cae- 
sar. Even the French language re- 
tains little of its origins from Gaul; 
it is a Romance language (that is, 
derived from Latin). The only 
groups who ‘have maintained a 
largely static culture into this cen- 
tury are those tribal people who 
live in areas so remote as to pre- 
clude nearly all contact with the 
outside world: for example, the 
bushmen of the Kalahari. 

In fact, cultures have been in- 
fluencing each other for the past 
several centuries. Is L’Obélisque 
French or Egyptian? Much of the 
art during the baroque and roco- 
co periods had its origins in East 
Asia. Some noted French trends of 
the past such as Japonisme and 
Chinoiserie have made a pro- 
found impact on French culture. 
Ethnocentrism and cultural xeno- 
phobia are merely tools used by 
illogical people to sway public 
opinion to achieve political aims. 
Like it or not, culture will contin- 
ue to evolve as external ideas per- 
meate cultural barriers. 

Much of the progress made by 
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Europe since the Middle Ages is 
the direct result of cultural ex- 
change. As Charles Darwin put it, 
the species that survive are not 
the most intelligent or strongest 
but those most adaptable to 
change. 

Missoula, 


Montana Justin Perris 


Sir—You suggest that. anti-wTo 
activists are uninformed (at best) 
and hypocrites (at worst) for op- 
posing trade and globalisation 
while buying foreign goods. You 
appear to have missed the point. 
While I do not speak on behalf of 


the entire movement, few of us;if 


any, oppose either trade: or glo- 
balisation. After’ all, many. of us 
have supported fair-trading glo- 
bal enterprises like Oxfam for de- 
cades. And many more desire a 
strong United Nations which is 
capable of promoting global wel- 
fare as well as regulating trans- 
national corporations. 

In fact, what we want is a truly 
globalised world in which citizens 
of all countries are treated as such 
and not merely as consumers. A 
world in which citizens’ desires to 
protect their societies and the glo- 
bal environment are not compro- 
mised by trade and investment 
rules. 

Let us be clear about the wro, 
the maj, NAFTA and similar initia- 
tives of trade bureaucracies and 
trans-national enterprises. They 
are not aimed at advancing glo- 
balisation; they are aimed at cre- 
ating rule-based regimes that pre- 
vent citizens from protecting 
themselves and their planet 
through democratically enacted 
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measures. There is a world of dif- 

ference between fair trade and 

free trade, between globalisation 
and global capitalism. 

Davip THOMPSON 

Director 

Citizens’ Council on 


Vancouver Corporate Issues 


Sik-—Thilo Bode of Greenpeace 
(Letters, December uth) claims 
that: “The sustainability of our 
planet and of its resources are not 


‘side issues to global economics— 


they are global economics.” They 
are not: they are preferences 
which Greenpeace elevates to the 
status of axioms by the expedient 
of labelling them in a particular 
way. 

Economics deals with the allo- 
cation of resources among com- 
peting preferences (of which con- 
servation. is only one), after 
assessing the costs and benefits of 
each preference as well as the op- 
portunity costs of courses not 
chosen. It is thus a critical and 
empirical approach, whereas 
non-economic environmentalism 
is a dogmatic one. 

London OLIVER KAMM 
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Border dispute 


Sir—I am writing to correct a sig- 
nificant inaccuracy in your article 
on Guyana’s ongoing difficulties 
with Venezuela (“Stirring”, Octo- 
ber gth). You say that Venezuela 
never formally accepted the deci- 
sion of the arbitration tribunal on 
its border with Guyana. In fact, 
under the Treaty of Washington 
(1897) which established the tri- 
bunal, both Venezuela and Guy- 
ana agreed to consider the result 
of the proceedings of the tribunal 
as a full, perfect and final settle- 
ment of all the questions referred 
to the arbitrators. 

In giving practical application 
to the award, a Venezuelan-British 
boundary commission met dur- 
ing 1901-05 and formally demar- 
cated the boundary on the 
ground, placing markers where 
appropriate. The results of their 
efforts were accepted by both 
Venezuela and Guyana and con- 
stitute the boundary line which 
defines Guyana’s western bound- 
ary with Venezuela. 

Indeed, it was not until 1962, 
while negotiations were under 
way for Guyana’s independence, 
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that Venezuela formally raised 
the issue of its boundary with 
Guyana at the United Nations. 
Since then it has sought unilater- 
ally to declare the arbitral award 
null and void. 
CLEMENT ROHEE 
Minister of 
Foreign Affairs 
ese | 


Georgetown, 
Guyana 


Capital idea 


Sır—Your article on the capital 
adequacy of banks (“Bank rules 
in disarray”, November 27th) 
rightly points out that new Basle 
rules could increase behaviour by 
banks which promoted cyclical- 
ity, which would be harmful to 
both banks and their borrowers. 
There are already many such ele- 
ments in the behaviour of banks 
which have negative effects on 
economies. Surely it is crucial to 
draw policy implications from 
this analysis. 

Financial regulators need ur- 
gently to think how they could 
introduce counter-cyclical ele- 
ments into regulation, to discour- 
age excessive lending in good 
times and help sustain lending in 
bad times. This is particularly cru- 
cial for bank lending to emerging 
economies and the domestic 
banks in those economies. In 
these economies the boom-bust 
behaviour of foreign and domes- 
tic banks leads to serious costs in 
foregone growth, investment and 
employment. 

STEPHANY 

GRIFFITH-JONES 

Institute for 

Brighton, Development Studies 
East Sussex Sussex University 
json tan esata a apa teeta tito m 


Family likeness 


Sir—You perpetuate a common 
myth concerning Grant Wood’s 
painting “American Gothic” 
(“Gothic revival”, December 4th) 
by claiming that the severe-look- 
ing couple in the painting are “a 
pitchfork-toting farmer and his 
aproned wife.” Rather, the artist’s 
intention was to portray the 
aforementioned farmer and his 
daughter. Perhaps the daughter's 
dour expression reflects her dis- 
may at repeatedly being mistaken 
for her mother. 

Allendale, 

Michigan GERALD SIMONS 
sac i te at adit 
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INTERNET STARTUPS 


Senior management to chief executive level 
Exciting opportunities in Europe 


eSouk.com is an Internet startup 
accelerator. Our aim is to create 
innovative Internet businesses, 
bring them to market very quickly 
and help them to raise 
subsequent funding. We provide 
seed capital, a creative ; 
environment, support and advice, 
and vital business infrastructure. 


Over the next year, we will be 
creating eight to ten new Internet 
companies from scratch in both 
the business-to-business and 
business-to-consumer space. 

We have already helped create 
nutravida.com, a market-leading 
online vitamins store 

(see www.nutravida.com). 

Other projects we have underway 
are an Internet business online 
community, Netimperative:com, 
and an exciting consumer-to- 
consumer marketplace. 


Each of these startup businesses will 
require senior management who wish 
to work in a high-growth 
entrepreneurial environment. 


We have around ten posts to 
be filled in the following 
categories: 

+ chief executive 

operations director 

chief technology officer 
marketing director 

chief financial officer 


business development 
director. 


+ 


. 


e 
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You will be of the highest calibre, 
having a proven track record of 
world-class achievements in 

your sector. 


e You will be energetic and 
open-minded. 


a You will be passionate about 
creating a new business. 


* You will be flexible and willing to 
work in a startup environment. 


Previous internet experience is 

not necessarily a prerequisite. 
Experience of the wider European 
market is a plus for some positions. 


Remuneration packages will be 
excellent. Salaries will vary from role 
to role and company to company. 
All posts will carry substantial 
equity-based participation. All our 
businesses are currently based in 
London. You will have to be able to 
work in the EU. 


Even if you are not ready to leave 
your current position, get in contact 
with us. When you are ready, whether 
that is in six months or two years 
time, we can discuss some of the 
opportunities we have available. 


Send a CV and a brief description 
of your core skills and the sort 
of opportunity you are looking 
for to Azeem Azhar, 

chief executive, eSouk.com, 
(azeemazhar@esouk.com) 

or visit our Web site, 
www.esouk.com, 

for more details. 





The IMF is looking for world-class economists— 
women and men from its 182 member countries—with significant 
work experience handling economic policy issues at the national level. 


eing a Fund economist is an intensely interesting, relevant, and challenging job. Harnessing the principles of 
Economics to the causes of national growth and global financial stability calls for a high level of professional 
knowledge and technical skill. It also calls for a lot of hard work: consulting with government officials, bankers 
„and leaders in civil society, chasing down data, checking facts, updating spreadsheets and crunching numbers 
( computer literacy is a must!). This is because the Fund believes in building its economic analyses from the 
ground up, starting with grass-roots economic and financial data. To navigate through these thickets of infor- 
mation, a Fund Economist must have a clear, anal tical, and insightful mind to be able to distinguish the essen- 
tials from the mere details. Success requires more than technical expertise in Economics. The Fund needs peo- 
-ple with understanding (and preferably first-hand experience) ‘of the political pressures and social constraints 
faced by national policymakers. Fund staff members must be able to listen and to communicate their ideas 
effectively, with tact and patience, as well as political and cultural sensitivity. They must earn the trust and 
respect of their counterparts and colleagues. Most important, they must be team players sharing a common 
commitment to get the work done-and, in a crisis, get it done fast. 


We are asking a lot ... but, given the importance of the task, 
would you expect less? 


~~ If you would like to find out more about the requirements of these experienced Economist positions at the 
IMF (or even just to learn more about what we do), we can be reached:on the internet at: 


www. imf.org/recruitment 


An IMF recruitment team will attend the American Economic Association meetings in Boston on January 7-9, 

2000 and teams plan to visit Africa, Asia, and Europe in February and March. It is also planned to hold inter- 
views in Washington D.C., Asia, Africa and Europe in the near future. The composition of the IMF staff reflects 
the diversity of its member countries and special emphasis is placed on achieving a balanced nationality and 
gender mix. Those interested should send their resume or a completed IMF Application form (available on the 
Fund's web site) as soon as possible, preferably by fax or e-mail. Please send only one copy and make explicit 
reference to vacancy number RD0026B. 


International Monetary Fund, e-mail: recruit@imf.org 
Recruitment Division, 1S9-100, fax: (202) 623 7333 
700 19th Street, N.W., 

Washington, D.C., 20431, U.S.A. 
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Step up to these outstanding opportunities 
offered by Standard & Poor's s, today's lead- 
ing international credit rating agency, asses- 
sor of the credit standing of over 80 
sovereign governments, 


DIRECTOR, SOVEREIGN RATINGS 
London Office 


Assesses the credit risk of sovereign governments and sovereign-supported finan- 

cial institutions in the Middle East and Africa; meets with senior officials in the public 
and private sectors; prepares analytical reports for internal committees/publications, 
contacts institutional investors and speaks at conferences. Extensive travel required, 


A minimum of 5 years’ experience in sovereign risk analysis as well as graduate train- 
ing in economics is required. Excellent written and spoken English, ensuring that qual- 

ity standards and deadlines are always met, is also mandatory, as are strong analytical 
skills, a commitment to teamwork, and attention to detail. Fluency in French or Arabic | 
is a distinct advantage. ; 


ASSOCIATE, SOVEREIGN RATINGS 
Assesses the credit risk of a number of sovereign and sovereign-supported issuers in 
the Latin American region; meets with senior officials in the public and private sectors, 
writes analytical reports, often on short notice, for internal committees and publication; 
and maintains contacts with institutional investors. Extensive travel required, 


Must have at least 2 years’ experience in sovereign risk analysis focused on Latin America 
and a graduate degree in economics and/or public policy, strong analytical and com 
munications skills and a commitment to teamwork. Near native fluency in Spanish, as. | 
weil as an excellent command of English, is also required. 


We provide competitive salaries and excellent benefits package. 


For immediate consideration, mail your resume for the Director's position, along 
with salary history and a writing sample to: Standard & Poor's, Sovereign Ratings 
Group, 18 Finsbury Circus, London EC2M 7NJ, England. To apply for the 
Associate's position, please mail/fax your resume, salary history and a writ- 
ing sample to: Standard & Poor’s, HR Dept. PM, 
55 Water SŁ, 37th FI, New York, NY 10041. 

Fax: (212) 438-6741, EOE A Divisie of The MeGram ERE Companies 


TRADE LAW AND POLICY ADVISORS 
IN EASTERN EUROPE AND EURASIA 


The Commercial Law Development Program of the US 
Department of Commerce seeks experienced attorneys to serve as 
advisors to Trade Ministries in the NIS and Central and Eastern 
Europe. Subject to funding, a position in Russia will be available 
in March 2000. Other positions in Ukraine, Moldova and Albania 
may become available later in 2000. 


Resident Trade Experts will be stationed in-country for one year or 
more. They will provide technical assistance on WTO and other trade 
policy issues. Salaries are commensurate with those of US 
Govemiment officials w ith compar able pe at rhea ake overseas 


signified: ant expertise. in WT oO issues Gaattioulaly san 
outstanding managerial and interpersonal skills and knowledge of the 
region, Prior Resident Trade Experts generally have had 10 to 30 
years of relevant trade faw and policy experience. Significant 
experience in public.and private sector policy-oriented work, overseas 
experience, cultural sensitivity, and local language proficiency are 
highly desirable. US citizenship and a JD are required. 


Interested parties should submit a cover letter specifving their 
areas of technical expertise, the position(s} for which they wish to 
be considered and a resume by close of business on Monday, 
January 17, 2000, to: Commercial Law Development Program, 
Office of the General Counsel, US Department of Commerce, 
Mailstop 5876, 14th and Constitution Ave., NW, Washington, 
DC 20230 (Atm: Resident Trade Expert Program). Facsimile 
submissions are welcome; send to fax number (202) 482-3244. 
Subject to funding, applications will be considered and positions 
filed on a rolling basis. Only successful candidates will be 
contacted. Application materials will not be returned. The US 
Department of Commerce is an equal opportunity employer; 
minorities and women are encouraged to apply. 


Office of Gas and Electricity Markets 


DEPUTY DIRECTOR GENERAL 


salary circa £85-105,000 


The gas and electricity industries have combined annual 
sales of £14.8 billion and serve nearly every individual and 
business in the country. They employ around 100,000 people 
and provide a vital resource with major 

environmental impact. Ofgem, the integrated 

regulatory organisation for electricity and gas O 
markets, aims to bring choice and value to all 

electricity and gas customers by promoting 

competition and regulating monopolies. It is 

expected to have around 523 staff (almost all in London)and 
£36m annual budget. 


An outstanding individual is sought to join the senior 
management team, which comprises the Director General, 
three Deputies each with defined areas of policy and operations 
and a Chief Operating Officer. The team is of high intellectual 
calibre with experience spanning the City, government and 

the voluntary sector as well as regulation. On appointment 

the post- holder will be responsible for making the 

competitive supply market work for customers, the 

environmental and social aspects of regulation, and 

the management initially of 180 staff. However 


penn 


j fARC) 


London 


the role will evolve rapidly, and the person appointed will 
take on broader regulatory responsibilities over time. Ofgem 
is advised by a board with distinguished non- -executives, 

of which the Deputy Director General will 

m be a member. 

the private or public sectors but will combine 

first-rate analytical and communication skills 
with a breadth of experience at a senior level (energy experience 
will be helpful but not essential). They will be interested in 
making markets work better and addressing proactively a broad 
social and environmental agenda, as well as in the opportunity 


to take on broader future responsibilities. Exceptionally, a 
higher salary than quoted above might be offered. 


Candidates may have developed their careers in 


To request fuller written information about this appointment 
including remuneration and how to apply, please telephone 
Olgem’s advisers below on 0181 466 4126 (24 hours) 
not later than Tuesday 11 January quoting 
reference DFGE/E. Applications will close on 

19 January. 


ADVERTISED RECRUITMENT AND CONSULTANCY 
A PRACTICE WITHIN SAXTON SAMPFYLDE HEVER ZLS 
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Management Consultants 
London, Paris, Frankfurt 
Competitive salary and bonus 


ZS Associates is a global management consulting firm with a unique 
market position. We have established ourselves as a leader in sales 
and marketing consulting through a powerful combination of 
analytic methods, issue focus and industry experience. We are 
expanding rapidly and our now recruiting high calibre consultants 
with rigorous analytical skills to continue our success. 


You will address challenging strategic and tactical issues in sales and 
marketing, and develop creative and actionable solutions to our 
clients’ needs. You will quickly have the opportunity to manage 
projects and client relationships. 


Consultants will have a good first degree in a numerate or scientific 
discipline; an MBA or similar qualification would be an advantage. 
You will have a minimum of 2-3 years project management and 
group leadership experience in consulting or relevant industries. 

You will also need to demonstrate a logical approach to problem 
solving and have good communication and teamwork skills. 


Please post or email your CV and covering letter including current 
salary details to our recruitment consultants - Chance Jarosz, 
Mayfield House, 5A Little Lane, Ilkley, LS29 8EA, GB. 

Email: ChanceJarosz@pobox.com 


COMMONWEALTH SECRETARIAT 


WSIB 


SPECIAL ADVISER AND 
HEAD OF PERSONNEL & STAFF 
DEVELOPMENT DEPARTMENT 


iw 


The Commonwealth Secretariat, established in 1965, is the main 
intergovernmental agency of the Commonwealth, facilitating 
consultation and = co-operation among member governments and 
countries. 


Candidates are sought for this post which becomes vacant in May 2000. 
Responsibilities encompass all aspects of HRM including strategic HR 
planning in an ever changing environment. The Special Adviser will be 
assisted by a small team of HR professionals who s/he will co-ordinate, 
lead, motivate and manage. 


Applicants must be nationals of a Commonwealth country and must 
have a good first degree plus relevant specialist qualifications at second 
degree or post-graduate diploma and longstanding experience in HR 
management at senior level preferably within an  international/inter- 
governmental organisation. 


Three year appointment in the first instance. 


Salary: £58,957 to £72,244 p.a. gross for UK residents. 
£37,416 to £44,304 p.a. net plus housing, education & other 
allowances for overseas appointee. 

Full details and application form from: 


Anuja De Silva, Personnel & Staff Development Department, 
Commonwealth Secretariat, Marlborough House, Pall Mall, 
London SWTY 5HX, United Kingdom 
Tel: (44) 171 747 6178 Fax: (44) 171 747 6520 
E-mail: a.desilva@commonwealth.int 


Commonwealth Secretariat Website: http://www.thecommonwealth.org 
Closing date: 1 February 2000 
The Commonwealth Secretariat is an Equal Opportunity, Employer 
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GROUP EUROPE 


Futures Group Europe/The Futures Group International. are health 
management consulting companies that work tọ desig, manage and evaluate 
developing-country reproductive health and population: programmes: Futures 
Group Europe is seeking a senior person for the full-time post of Policy. Analyst, 
which will be based in the Futures Group Europe office in Bath, UK. The post 
will involve overseas travel. 


POLICY ANALYST 

The incumbent will be responsible for two main areas of work: 

+ Country Manager, responsible for one or more developing countries and 

* Technical Expert, responsible for ad hoe assistance. This work involves 
providing technical assistance to local country counterparts and local staff in 
activities designed to enhance political support and improve planning for 
effective HIV/AIDS programs. This could include analysis of surveillance 
data, estimates and projections of the HIV epidemic and its impacts, policy- 
relevant research, strategic planning, human rights and evaluation. It also 
requires providing technical direction, monitoring country programme budgets 
and ensuring contractual compliance with donor regulations. 

Qualifications and Skills 

Experience in HIV/AIDS and work experience in a developing country, 

particularly in Africa. Experience of policy issues would be beneficial, but is not 

essential. Applicants must have excellent communication, negotiation and 

facilitation skills. Other useful skills include experience in designing, managing or 

evaluating AIDS programmes; strategic planning, health economics or a similar 

guantilative background; and experience working with the donor community 

(UNAIDS, USAID, DFID, EC, etc). Applicants should possess a Masters degree 

in a related field (public health, public policy, development studies, demography, 

ete.); and should have at least-7 years experience working on reproductive 

health/policy issues in developing countries. Some management and 

administrative experience is also desirable, as is ability to work in French. 

Salary is commensurate with experience 

Applicants are requested to send a letter of application and accompanying CV, 

including names of two professional referees, to: Futures Group Europe, Edgar 

Buildings, 17 George Street, Bath BAI 2EN, Fax: 01225 443656, 

Web: http://www.tigicem or www.fgeurope.com 

Closing date for applications: 10th January 2000 


In memory of a leading political and social scientist, the 
Wissenschaftszentrum Berlin für Sozialforschung (WZB) has 


established the 
Karl W. Deutsch 
Guest Professorship 


The WZB encourages young social scientists with strong records and 
promising projects in comparative social and political science 
research, including social and economic policy, to apply for this two- 
months research position. 


Candidate selection for 2000 will emphasize research in the area of 
industrial organization and the evolution of market structure. In 
particular, the WZB seeks to attract applicants with expertise in the 
area of competition policy with special consideration to the 
dynamics of innovation in an international context. 


Through this Guest Professorship the WZB seeks to honour the life 
and accomplishments of one of its long-time Directors, Karl W. 
Deutsch, who died in 1992. Karl W. Deutsch was born in 1912 in 
Prague and emigrated to the United States in 1938. He was a 
Professor of Political Science at a number of American universities, 
the last being Harvard. Professor Deutsch served as a Director at the 
WZB from 1975 through 1987. 


Salary for the position can go up to the level of a full professorship 
(C4), In addition, the WZB will provide support and travel expenses. 


The WZB is committed to increasing the number of women in 
science and especially encourages females to apply for this position. 


A written application along with supporting materials and a 
research plan covering the period to be spent at WZB should be sent 
no later than January 21, 2000 to the 

President of the WZB, Prof, Dr. Friedhelm Neidhardt, 


WZB Wissenschaftszentrum Berlin für Sozialforschung 
Reichpietschufer 50, D-10785 Berlin. 
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PRICEWATERHOUSE COOPERS 






Our client, one of the world’s most recognizable and prestigious financial organization that 
promotes the social economic development and Regional Integration is seeking for its main 
office in Tegucigalpa, Honduras hi 

























Economic Affairs Officer, P-4 
Transition Economies Section, Economic Analysis Division 
Economic Commission for Europe (ECE), Geneva 













PROFESSIONALS WITH THE FOLLO 5 REQUIREM S 
+ Having university degree as CPA and internationally accredited by institutions as; 
Institute of Internal Auditor (HA), American Institute of Certified Publie Accountant 
(AICPA), Information System Audit and Control Association and Foundation USCA), or 
equivalent 

Business Administration, Finance, Auditing Master's 

Fully bilingual (English-Spanish) 

Sohd knowledge on system tools applicable to Auditing 

Minimum experience seven years as an Internal Auditor of financial entities or within 
international recognized auditing firms, ideally with organizations with improvement 
systems continuous or within the stock-exchange market 

Verified experience in Information System Auditing 

Ability to practice leadership in stipervising professionals and to take decisions 

High analytic capacity 

Orientated to the work based in goals and professional challenge 

High ability to establish interpersonal relations at every level and to assertively 
communicate 

+ Executive profile, with management capacity and orientated to work with the team 

+ Availability to leave with its family in Tegucigalpa, Honduras 

COMPENSATION PACKAGE 
+ Annual assignation US$61.05 
Bonus in the middie of the y 
Vacation bonus equivalent to 10 days 

Annual family grant of US$350.00 for wife, if she does not work or cams less than 








The United Nations is seeking to recruit an Economic Affairs Officer of 
the Transition Economies Section, ECE. The incumbent: 


* undertakes research into highly complex economic problems in the European transition 
countries with a view to drawing conclusions which will contribute to the formulation of 
policies in and economic cooperation among the member countries of the ECE, and is 
responsible for developing the approach in detail and modifying it in response to problems 
and complexities thrown up in the course of implementation. 

* prepares research reports and drafts of sections or chapters of ECE documents which 
should be publishabie in the Economic Survey of Europa and other ECE publications 
under the UN imprint, 

* organizes and supervises the collection and processing of statistical data by statistical 
staff tor the ECE Common data Base as well as for specific research studies, and tobe 
responsible for highly complex tasks of data manipulation and econometric analysis. 

= follows continuously economic and policy developments in several ECE member countries 
in order to contribute specialized country expertise tothe economic analyses of the Division, 
providing specialized statistical information on these countries for use in ECE projects. 

. services ECE official meetings and represents ECE at meetings organized by other 
international and national organizations, 


Qualifications: Advanced university degree in economics, with training in general 
economic theory, statistics, development economics.and international trade and payments. 3 
Goad familiarity with the theory and practice of economic development and planning in ` 
the former centrally planned economies. A strong background in macroeconomics of 7 
transition economies and a close knowledge of their international trading relationships is rivers i 
. required. At least 8 years of professional experience in empirical research or related work USS1200.00 annually : ; i . 
of which at least 2 years should have been concerned with topics transcending national * Annual family grant of US$250.00 each san younger than 23 years for a maximum of 
boundaries. Experience in supervising research activities highly desirable. Evidence of three sons. . 

published work required. Fluency (capacity to write finished reports) in English is required. Middle terms loans and for a house 

‘Reading knowledge of Russian or of other east European languages is highly desirable. Indirect labor benefits, in addition to those provided by law 

a FEES ERE Re RL TS Life insurance. hospital medic insurance and vary medical expenses 

Preference will be given to equally qualified women candidates Remunerations for Shipping and handle of monetary compensation 

this position are: Depending on professional background and experience, a competitive Transferring air ticket for-all the family 

compensation and attractive benefits package are offered. Please.refer to our homepage, baci ži i 2 
www.un:org, for further information. Closing date for receipt of applications: 

15 January 2000. Applications with full curriculum vitae, including salary history, birth date 
and nationality, should be sent to:VA-99-E-ECE-717-GE, Recruitment and Placement 
Section, Room 256 Personnel Service, UNOG, Palais des Nations, 1211 Geneva 10, 
Switzerland, Fax No. 41 (22) 917 0164. 


Due to the volume of applications, all internal candidates and only 
those external candidates under serious consideration will-he acknowledged. 
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Those mterested should submit 4 résumeé, labor and personal references, and salary history 
to initials HR-AUDIT. 
Our Company guarantees the confidentiality of all your information 
Pricewaterhouse Coopers 
Telephone: 334 50 80. Fax: 331 8345, e-mai: pw@guate.net 
TRANSDOC: 10th calle 0-82, Zona 9, Buzin 965 














Up ro £45,000 + CAR + BENEFITS 





Few challenges are more interesting and satisfying - 
yet critical for the future - than that of developing and 
nurturing the talents of young people and fitting 
them for the world of work of tomorrow. Our client is 
one of the leading organisations in this field, backed 
both by government and by the industry it serves. 
This key role captures a wide range of issues from 
ensuring the adequacy and provision of education and 
training for young people in this sector, through to 
influencing government policy on the future structure 
of the education and training needs of the industry. 
You will work closely with industry leaders to ensure 
that the policies on education and training you 
pursue are in the long-term interests of both the 
industry and its people. You will build relationships 
with educational establishments, certification bodies 
and standards organisations to maintain quality 
assurance systems. 


There is a significant line management role in your 
responsibility for a department of 20+ people 
engaged in the development of a broad range of 
vocational qualifications for the wide variety of 
technical and managerial skills covered by the 
industry. You will also support a national framework 
of education/business partnerships. 

You will be a graduate, with significant experience of 
education & training in a technical environment, and 
with a track record of success in policy development 
in industry or government. You will have 
demonstrable networking and influencing skills, and 
you will have proven expertise of managing budgets, 
projects and people. You will be a creative agent of 
change, able to describe the vision as well as lead 
stakeholders to the destination. 





Please send brief CV, including current remuneration, to Neil@Macmillaninternational.com or write to 
Neil Macmillan, Macmillan International, 1A Victoria Road, Harpenden, Herts AL5 4£J. Tel: 01582 765657. 
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I have never settled for better, 
when best was within reach. 


I have zero interest in okay. 


I have never mistaken listening 
for understanding. 


I have frustrated cynics. 


I have been difficult when necessary. 
I have been easy when faced with perfection. 


I have lit fires. 


I work for J.P. Morgan. 


J PMorgan natashatsukanova@jpmorgan.com (investment banking-energy advisory) 


1999 J.P Morgan & Co incorporated. J.P Morgan Securities inc, member SIPC. J.P Morgan Securities Lig, member London Stock Exchange, mguisted by SFA. Morgan Guaranty Trust Company of New York, member FDIC. LP M ygan investment N 
UK regulated by IMRO, in Singapore by MAS, and in Japan by FSA JP Morgan Securities Asia Pte Lid raguimted by SFC Hong Kong, MAS af Singapore, and FSA of Japan. JP Morgan is the marketing name for JP Morgan & Co Incorporated and às 
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Bleak and bloody Russia 


A PARADOX attends the parliamentary 
election in Russia this Sunday. The issue 
that most concerns people outside Russia— 
the war in Chechnya—is barely a matter for 
discussion among either the candidates or the 
voters. What kind of country can hold a gen- 
eral election without discussing a civil war 
whose needless brutality horrifies most de- 
cent outsiders? 

The answer, of course, is a strange coun- 
try, perhaps a uniquely strange country. Of 
all the European states (bar Yugoslavia) that 
sloughed off communism ten years ago, Rus- 
sia has made the most uncertain progress to- 
wards adopting democracy and the standards 
of behaviour usually associated with it. All the country’s 
mainstream parties back the war, most of them uncritically. 
The prime minister, Vladimir Putin, who has a beady eye on 
the presidency due to fall vacant in the middle of next year, 
has won popularity for his vigorous quest for military victory. 
That the Chechens are unpopular is not surprising: they have 
all too often lived up to their reputation for cruelty and vio- 
lence, now tinged with Islamic extremism. That Russians are 
concerned about terrorism and want to keep their country in- 
tact is also understandable. Yet in most democratic societies 
there would be protests about the indiscriminate and dis- 
proportionate response of the Russian army to the Chechen 
challenge; and, especially during an election campaign, there 
would be debate about how to end the war. Not, it seems, in 
Russia. Few Russians seem even to question the proposition 
that the only solution is the bloody reconquest of Chechnya 
and the subjugation of its people. 

Perhaps just as odd has been the virtual absence of serious 
debate about policies of any other kind (see pages 17-20). Re- 
form of Russia’s dreadful economy—smaller now than that of 
the Netherlands—has, for instance, barely been mentioned. 
The Communist Party on the left and assorted nationalists on 
the Slavophile right would plainly like to recreate some kind 
of Russian empire, though it is unclear how they would do it. 
Cynicism abounds, especially about the corrupt new order 
that has replaced the coercively deadening old one. It is 
matched by dismay at the degradation into which Russia has 
sunk, even though most Russians-—Communists included— 
know that a return to a Soviet-style past is unthinkable. The 
electoral contest has, for the most part, been a matter of dirty 
money, wild promises, defamation of character and the pro- 
motion, with varying degrees of slickness and sophistication, 
of personalities devoid of policies. 

No wonder then that the new Duma, the lower house of 
parliament, will probably be much like the fairly awful old 
one. Though many of its deputies, led by the Communists, 
have been hostile to President Boris Yeltsin, they have never 
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quite collected enough votes to impeach and 
oust him—or the guts to risk losing their seats 
in the process. The Communists look set, 
once again, to gain the largest block of seats, 
perhaps a fifth of the total. As before, out- 
and-out reformers and liberals will do badly. 
As before, the pattern of new alignments will 
not emerge until independents start to show 
their colours; though half the seats are filled 
by parties competing on national lists, the 
other half, in first-past-the-post constituen- 
cies, will contain many candidates, especially 
from the remoter regions, whose allegiances 
will be uncertain. In any event, since the Du- 
ma’s powers are weak compared with the 
president's, the election ts unlikely to produce a sudden dra- 
matic change in the way Russia is run. 

Yet the Duma matters. It is supposed to make, scrutinise 
and revise laws, in tandem with the president. It is supposed 
to draw up a budget. It can sack prime ministers and reject 
new ones proposed by the president. It can refuse to sign trea- 
ties. It can stir up xenophobia and anti-western feeling, and 
generally be a thorough nuisance. But the main point of inter- 
est in Sunday’s voting is what it will indicate about the sum- 
mer’s presidential election—-and about the sort of Russia that 
the world is likely to have to deal with in the next few years. 


The contest to come 


Admittedly, any Communist success on Sunday will not be a 
guide to next summer's race: the Communists’ leader, Gen- 
nady Zyuganov, looks incapable of extending his reach be- 
yond a large minority of resentful nostalgists. Rather, the pres- 
idential candidates whose popularity will be tested in 
Sunday’s vote are Mr Putin and Yevgeny Primakov, a former 
prime minister (and, like the incumbent, also a former KGB 
man). Mr Putin is standing above the Duma fray, though he 
has blessed a small party called Unity; he is also Mr Yeltsin’s 
anointed heir. Mr Primakov’s Fatherland-All Russia party, 
backed by Moscow’s powerful mayor, Yuri Luzhkov, has no 
big policy differences with Mr Yeltsin or Mr Putin. 

But a Putin presidency would be likely, all the same, to dif- 
fer from a Primakov one. As prime minister, Mr Putin has con- 
centrated entirely, and with chilling ruthlessness, on Chech- 
nya. He has ties with some leading economic reformers, and 
many businessmen think he might not be bad, even if, as lib- 
erals fear, he sought to be a Russian Pinochet. Members of the 
corrupt coterie around Mr Yeltsin hope Mr Putin would pro- 
tect them if he won. His fortunes, however, hinge entirely on 
the outcome of the war—his war—in Chechnya. 

Mr Primakov is in poor health. He is tough and canny, and 
unlikely to pursue reform with any zeal. But he might, as he 
did when he was prime minister, try to bring down some of 
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the more outrageous business “oligarchs” who have so cor- 
rupted Russian politics. ; 

Both men might co-operate better with the Duma than Mr 
Yeltsin has done. Both would bring a new sense of authority 
to the Kremlin after years of erratic behaviour alternating 
with drift. But both suffer from that grievous Russian fault— 
of seeing politics, at home and abroad, as a zero-sum game in 
which any gain for one side inevitably involves a loss, or even 
a humiliation, for the other. Both might well make mischief in 
the world, threaten neighbours and oppress regions seeking 
greater autonomy. In sum, neither would be easy for the West. 













out is Russia’s moral and political vacuum. For sure, a multi- 
party election, however crass, is infinitely better than the tyr- 
anny that went before. But Russia is still far from being a nor- 
mal country. Its tragedy, after centuries of autocracy and 74 
years of mass-murder and ideological lunacy, is that too few 
of its people realise that democracy and market economics 
alike can thrive only if civic values—honesty, equality before 
the law, a modicum of compassion—are nurtured at the same 
time. Neither the members of the Duma, old or new, nor Mr 
Putin or Mr Primakov, let alone Mr Yeltsin, understand that. 
Until they do, Russia will remain horrible—especially to its 
own people, the Chechens foremost among them. 





The European Union has, again, failed to agree its takeover directive, but 
countries are finding that capital markets are already forcing them to reform 


HE French are at it again. Less than six months after the 

country’s farcical three-way banking battle came to an in- 
conclusive close, a bid by inc, a Dutch bank, for France’s CCF 
has failed to get off the ground. The reason? Neither will say, 
but it appears that the Dutch changed their minds, in part be- 
cause of a meeting with the central-bank governor, Jean- 
Claude Trichet, on December 12th (see page 125). The episode 
highlights why the European Commission was keen to get its 
takeover directive, already three years in the drafting, agreed 
on at the Helsinki summit. In the event, the commission was 
thwarted because the directive is enmeshed in a separate Eu- 
ropean drama—a spat between Spain and Britain over Gibral- 
tar. So Europe still has no consistent rules to govern its merg- 
ers and acquisitions. Yet that is no disaster. 

Europe would benefit from a single market for corporate 
control. With the euro, Europe has seen a few cross-border 
takeover bids, but they will remain rare without transparent, 
equitable rules (see page 126). A single takeover code would 
lower the cost of bids by making them more predictable, cre- 
ating a single market for financial and legal advice. It would 
also limit governments’ opportunities for protecting their lo- 
cal champions against foreign rivals. Similar arguments have 
long justified the commission’s competition authorities in 
overseeing monopolies and cartels. (They should continue to 
apply, despite the commission’s recent moves to give some re- 
sponsibility back to governments, pleading lack of funds.) In 
an ideal world, the eu would approach takeovers similarly. 

Yet the world is far from ideal, as Europe’s proposed new 
takeover code demonstrates. The directive is designed to ex- 
tend to continental Europe the principles of Britain’s much- 
admired code—transparency, fairness of process and the pro- 
tection of minority shareholders. But the messy negotiations 
have thinned out the directive, so that all that is left are vague 
general principles. Under the new code, countries will have 
huge latitude over how the principles are implemented. 

Such ambiguity fatally plays into the new code’s second 
weakness: legal delay. Britain’s Takeover Panel operates on a 
voluntary, “raised-eyebrow” system. As this is backed by 
powerful, if rarely used, sanctions, advisers are loth to push 
their luck. In contrast, the new directive establishes rights of 
appeal beyond the local supervisor to national courts and 
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from there to the European Court of Justice. This could snarl 
up bids for years, frustrating the purpose of the directive. 

As a result of these shortcomings, the new takeover code 
would have affected neither this year’s controversial bid for 
Gucci by Lvmu, under the Dutch takeover code, nor the ruc- 
tions between snp, Société Générale and Paribas. Indeed, giv- 
en that it has taken years of bitter negotiation to arrive even at 
these rules, it is hard to imagine that any feasible outcome 
would reflect the lofty aims of its proponents. 


Evolution, not decree 


Fortunately, there is another way. Although America’s system, 
which is legislated state by state, is plagued by poison pills 
and legal disputes, it has at least created a functioning market 
for corporate control. That is because the capital markets dis- 
cipline managements and legislators alike to respect investors. 
If, say, Delaware drew up a code that severely discriminated 
against investors, its reputation would suffer. And that would 
drive away firms that do not want to lose respectability and 
thus suffer premium costs for their capital. 

Such a mechanism is at work in Europe too. Whatever he 
may have wished, Mr Trichet could not impose a three-way 
merger on BNP, SocGen and Paribas. Italy’s Olivetti recently 
abandoned a plan to shuffle assets in Telecom Italia, which it 
took over earlier this year, because minority investors 
claimed they would lose out. Under pressure from his inves- 
tors (two-thirds of whom are foreign), Mannesmann’s Klaus 
Esser has promised not to use Germany’s “barbed wire” de- 
fences against a hostile bid from Britain’s Vodafone Air- 
Touch—he knows that he would pay heavily in terms of a 
lower share price should he go against his word. 

The new corporate reality is already being recognised in 
national law and practice. Germany is working on a law to 
promote its financial markets, which should get rid of arcane 
practices that protect German companies from takeovers. A 
German reform will promote reform elsewhere. 

Europe faces a choice between a rigid, harmonised, unsat- 
isfactory code, and a series of competing national jurisdic- 
tions that can evolve with the disciplines of the capital mar- 
kets. European business might yet thank Gibraltar. 
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No country likes admitting it behaved badly. At least the Swiss have now done so 


66 F ALL the neutrals, Switzerland has the greatest right 

to distinction,” wrote Winston Churchill in 1944. 
Neutrality, for the Swiss, has long been an emblem of national 
pride, never one of moral ambivalence. Along with their sys- 
tem of direct democracy, it is a centrepiece of Swiss identity, 
even in a post-cold-war world where it is unclear quite what 
neutrality means. So it is with some discomfort that the Swiss 
have been digesting a report, published on December 10th, 
compiled by an independent commission of historians, 
which exposes a less honourable side to the country’s official 
neutrality in the second world war. Soothing reading it is not, 
but this does not mean there is no ground for solace. 

In some respects, the battering to which the Swiss have 
been subjected about their wartime behaviour has been justi- 
fied. Of the findings in this most recent report, commissioned 
by the Swiss parliament and headed by a Swiss historian, 
Jean-Francois Bergier, two stand out as particularly shameful. 
First, and more important, is the conclusion that it was at 
Swiss initiative, and before the outbreak of war, that from 
1938 German Jews had a potentially fatal J stamped in their 
passports. Second is the finding that after 1942 the Swiss 
turned back at the border at least 24,000 refugees from Nazi 
Germany (although they did admit about 21,000). 

In themselves, these official revelations would be damn- 
ing enough, even though other countries were also refusing 
Jewish refugees at the time. But the findings are only the most 
recent of a series of disclosures about what the Swiss did be- 
fore, during and after the war. Just a week before the publica- 
tion of the Bergier report, another, quite separate, report re- 
vealed the existence of 54,000 dormant accounts in Swiss 
banks which may have been held by Jews who died in the 
Holocaust. Before this investigation began, the banks had in- 
sisted that fewer than 800 such accounts existed. That report 





Panama's big day 


The United States is right to hand over the canal—but also to keep an eye on it 


T IS tempting to dismiss this week’s bash in Panama as the 
first of many pointless parties for which the world is brac- 
ing itself over the next fortnight. At least, that appears to be 
how the Clinton administration wants it to be seen. Neither 
the president himself nor any of his senior officials could find 
the time to be present when the United States formally han- 
ded over ownership and operation of the Panama Canal to 
the host country, fulfilling the terms of a treaty signed in 1977. 
That is a shame. Admittedly, the United States’ with- 
drawal has been gradual, and Panama will not take charge of 
the canal until December 31st. But perhaps the main reason 
behind the sudden diary clashes—which caused even the sec- 
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Swiss shame, and solace 
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forms part of a $1.25 billion deal, agreed on in 1998 by Swiss 
banks and Holocaust survivors, in which the banks acknowl- 
edged their own complicity for the first time. In short, Switzer- 
land does not lack good reasons for humility. 

Yet, all the same, the current fashion for bashing the Swiss, 
particularly in the United States, where Jewish lobbyists are at 
their fiercest, is overdone. It needs to be recognised that most 
other countries in those years also accepted far fewer Jewish 
would-be refugees than they should have done, and that after 
1940 the Swiss—unlike most of their recent critics—were en- 
tirely surrounded by the soldiers of Germany and its allies. 


Both chased and chastened 


The Swiss did not embark on this self-examination entirely 
voluntarily. Much of the impetus came from the unyielding 
pressure of Jewish groups which, over the years, refused to 
take No for an answer from the Swiss banks. The banks, in 
turn, hid behind secrecy laws. It is. also true that until quite re- 
cently the Swiss government itself handled the clamour to in- 
vestigate the various charges clumsily and insensitively. 

Nonetheless, that this exercise has taken place at all is 
ground for some Swiss credit. Many other countries have 
passed through inglorious episodes this century and, even 
after prodding, have chosen not to look back with such thor- 
oughness. It was only in 1995, after all, that President Jacques 
Chirac acknowledged for the first time the French state’s res- 
ponsibility for the Vichy regime, and even now the official 
French effort at digging up that bit of history is barely half- 
complete. Indeed Germany itself, admirably open though it 
has long been about its past, only this week reached a deal for 
compensation of wartime slave labourers (see page 48). With 
mixed motives, no doubt, Switzerland is now confronting its 
past. To do so is far from easy. 


retary of state to be absent—is that the Panama Canal Treaty 
is scarcely more popular today in the United States than 
when it was approved by the Senate by just one vote. 

Critics of the handover warn of multiple threats to the ca- 
nal. They are worried that it will fall under Chinese control, 
and that its operation will be jeopardised by Colombian guer- 
rillas or drug traffickers—or, to be blunt, Panamanians. After 
all, it is only ten years ago this month that the United States 
sent thousands of troops to invade Panama to topple the un- 
pleasant and undemocratic (though not especially threaten- 
ing) regime of General Manuel Antonio Noriega. 

Most of these worries are fantasies or the bogus fears of 
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- partisan Republicans in Congress. Take the “Chinese threat”. 


- In 1996, Panama leased the operation of container ports at 
each end of the canal to Hutchison Whampoa, a Hong-Kong- 
based multinational whose biggest shareholder is a friend of 
China’s leaders. As it happens, Panama has no diplomatic re- 
lations with China (it recognises Taiwan), and Hutchison is a 
capitalist firm with no say in the canal’s operation. But even if 
it had one, and was a tool of the Chinese, so what? As a big 
user of the canal, China shares with the United States an in- 
terest in making sure it works efficiently. 

Colombia’s guerrillas may seem a more genuine threat. 
On December 12th, they chose to draw attention to them- 
selves by attacking a Colombian navy base close to the Pana- 
manian border, reportedly killing 45 troops. But that border is 
in remote jungle, some 300 kilometres (190 miles) from the ca- 
nal. It has long been subject to incursions by all sides in Co- 
lombia’s wars—with no discernible effect on the canal. Any- 
way, if there ever were a serious threat to the canal, the 1978 
treaty would allow the United States to intervene. 

In fact, there are two big reasons to welcome this week's 
handover — as well as one genuine worry. First, the Canal 
Zone and its military bases were a colonial oddity, an affront 
to Panamanian and Latin American nationalism—even if 








Panama’s birth as a nation in 1903 was decisively assisted by 
the United States for its own canal-building purposes, even if 
its sense of nationhood is still a bit vague, and even if many 
Panamanians now lament the loss of jobs at the bases. Sec- 
ond, if the canal is to remain competitive ina world of bigger 
ships, cheap air freight and potential alternatives (such as a 
canal project in Nicaragua), it requires big investment, espe- 
cially to modernise and widen its huge locks. It is more likely 
to get that as a Panamanian business than as a distant but 
cosseted outpost of the United States. 


Watch the politicians 


Moreover, there is no reason to doubt the ability of Panama’s 
officials to manage the canal (they have had plenty of prac- 
tice). Yet there are grounds for worry about whether the coun- 
try’s politicians will let them do so. Over the past decade, Pan- 
ama has made progress towards becoming a stable 
democracy. But corruption is still widespread, perhaps more 
so even than it was under General Noriega. The danger is that 
Panama’s politicians will seek to milk the canal’s toll revenues 
and the assets the Americans are leaving behind. Panama 
now has a big interest in making sure that this does not hap- 
pen, and so does the rest of the world. 





Might it be time for airlines to restrict both luggage and children on planes? 


66 FEEL about airplanes the way I feel about diets. They are 
wonderful things for other people to go on,” Jean Kerr, 
an American dramatist, once quipped. Flying has become saf- 
er, faster and cheaper, but it seems ever more stressful. Having 
successfully fought for increased competition, to cut airfares, 
The Economist has now shifted its attention to relieving the 
stress. One frequent cause is the noise that children, especial- 
ly bored ones, inflict on other travellers. A year ago, we pro- 
posed that all planes should have child-free zones, just like 
no-smoking zones: children (and parents) should be confined 
to the back of the plane. As yet, sadly, no airline seems to 
agree that children should be screened and not heard. 
Undeterred, we would like to raise another case of what 
economists call a negative externality: ie, something which is 
nice for you but imposes costs on others. This is excessive car- 
ry-on luggage. In America six out of ten passengers now take a 
suitcase on to a flight, rather than check it in, three times as 
many as in 1990. The result is delay, because flights take lon- 
ger to board. Passengers trying to squeeze 3-foot suitcases into 
2-foot overhead bins hold up people trying to board behind 
them. Some travellers have tried to take refrigerators, televi- 
sion sets and even a stuffed moose-head on board. 


Just kidding 
The problems of both children and luggage could be solved in 


ee -one stroke by putting the children in the hold, to make more 


space for carry-on luggage. But that, we concede, might be un- 
acceptable. Instead, to reduce delays, most airlines are rightly 
imposing stricter limits on the size or weight of bags that can 
‘be carried on to planes. This has provoked outrage as passen- 
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gers are forcibly separated from their belongings at check-in. 


_ Understandably: if you put luggage in the hold, you have to 


wait ages for it at the other end—if it shows up at all. 

Once you have experienced the nightmare of waiting at 
the luggage carousel until it stops, with no sign of the suitcase 
you checked in, it is clear why people prefer to lug their cases 
on board. You took a flight from London to Tokyo; your lug- 
gage and your smart clothes decided to hop on one to Los An- 
geles. Not an externality, but certainly negative. 

In America only 0.5% of bags go missing, but if you are a 
frequent traveller that risk is too high. A survey of 150 fre- 
quent fliers found that two-thirds had experienced some sort 
of delay or loss to their luggage in the previous 12 months. 
And if luggage remains lost, your likely compensation is pal- 
try—a maximum of $1,250 in: America, regardless of whether 
your clothes were bought at Wal-Mart or Armani. 

If airlines are to restrict carry-ons, therefore, they also 
need to offer better compensation for delayed or lost luggage. 
At the least they should extend frequent-flier miles to luggage 
as well as its owner: if your suitcase travels to Tokyo via Los 
Angeles, you should get triple frequent-flier miles. In addi- 
tion, passengers could be made to pay if they want to take ex- 
tra luggage on board. Better still, given the frequent positive 
correlation between the size of the traveller and the weight of 
his (yes, his) carry-on, why not take a tip from Papua New 
Guinea? When flying within the country, a passenger used to 
be weighed along with his luggage before boarding the plane. 
Fight the flab and you can bring your bag on board. Aero- 
planes and diets would then indeed be closely connected. 
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RUSSIA’S ELECTION 


A grubby spectacle 


MOSCOW 


Money and muscle will be more important than ideas and personalities in 
Russia’s parliamentary election. But a rough democracy survives, just 


Y THE standards of history, Rus- 

sia’s political system mightseem 
to be working quite well. Russians 
are cynical about politicians, but 
about two-thirds say they will vote 
on December 19th. They will elect 
450 people to the Duma, Russia's lower 
house of parliament, half of them in local 
single-round contests, the rest by party list 
with a 5% threshold. Most of the candidates 
likely to win seats believe there should be 
more such elections in future. Those who 
think differently—the extremists of 
night and left—have been marginal- 
ised. Most political parties pay at 
least lip-service to notions of private 
property and the rule of law, just as 
they believe that prices, not plan- 
ners, should mainly govern the 
workings of the economy. Both de- 
mocracy and market have put 
down some roots in Russia. 

The political system, though 
rough and corrupt, is genuinely plu- 
ralistic, and the election will help to 
keep it that way. Although Presi- 
dent Boris Yeltsin’s cronies have 
huge political capital behind 
them-—both carrots (bribes) and 
sticks (blackmail}—they are unlike- 
ly to finish up with the docile major- 
ity in the Duma they seek. And, 
however dirty the election, those 
who win will still be able to do 
much as they want once elected (the 
criminals among them will have the 
bonus of parliamentary immunity), so nei- 
ther the government nor the presidency will 
be able to take their support for granted. For 
all its cantankerousness and venality, the 
Durna is a definite improvement on the 
monochrome puppet legislatures of the past. 

This election is not just for show. Only a 
few months ago, it looked set to deliver a big 
victory for a coalition of anti-Kremlin reg- 
ional leaders, led by the mayor of Moscow, 
Yuri Luzhkov, and a former prime minister, 
Yevgeny Primakov., As a result, Mr Luzhkov 
might have become prime minister and Mr 
Primakov could have won the presidential 
election next year. The people currently run- 


THE ECONOMIST DECEMBER ISTH 1999 





ning the country might have faced 
jail or exile. That now looks unlike- 
ly—but it was the Duma election 
that at least made it possible. 

For all the shortcomings of Rus- 
sian political life, these achieve- 
ments are solid, There is a half-recognisable 
democratic mechanism in place. Parties 
and politicians compete at least partly on 
their ideas, however odd, and their records. 
Thuggish incompetents with nothing to say 
and plenty to hide do not face automatic 





oblivion as they would in more mature de- 
mocracies, but at least they have to spend a 
lot more money to make up for their defi- 
ciencies. Those disillusioned with Russia's 
democracy could finda lot worse in Uzbeki- 
stan, Myanmar or Cuba. 


Not hopeless, not hopeful 


That said, Russia's election is nothing to 
boast about—especially compared with 
those in post-communist neighbours such 
as Poland or, at the best end of the post-So- 
viet spectrum, Estonia. The voting will be 
neither fully free, nor very fair. Guns (dis- 
creetly}and money (blatantly) matter much 





more than ideas and party organisation. As 
election day nears, the powers-that-be, 
chiefly Mr Yeltsin’s family and cronies, are 
ruthlessly using their position to scupper 
their most successful opponents. 

Their biggest boost has come from the 
war in Chechnya. Whoever was behind the 
terrorist bombs that were the pretext for 
starting it, the effects on the Kremlin's for- 
tunes are indisputable. Though the military 
outcome is still uncertain, the strategy adopt- 
ed (a slow advance, a reliance on heavy 
weapons, and tight news management) 
makes most Russians think the war is going 
splendidly. For the first time in a decade, the 
Russian state is doing something effective 
and popular, and reaping the benefits. 

Mr Yeltsin and his friends are helped by 
the state’s control of television, which en- 
ables the Kremlin to promote allies through 
fawning coverage and to destroy opponents 
by-defaming them. The programmes on Rus- 
sia’s two main television stations, ort and 
RTR, offer an unrelieved diet of bi- 
ased and tendentious coverage, 
sometimes reminiscent of the Soviet 
propaganda machine but oiled in 
the style of western television com- 
mercials. There is little redress. A 
court recently awarded Mr Luzhkov 
modest libel damages against his 
principal tormentor, ort’s Sergei 
Dorenko—who promptly returned 
to the airwaves to repeat the char- 
ges, and proclaim what he called a 
moral victory. 

Mr Yeltsin has also been able to 
use his federal power in the regions. 
Outcomes in the constituency elec- 
tions depend heavily, though not 
totally, on the local governors, who 
can, for example, give favoured can- 
didates access to the media. Gover- 
nors who back anti-Kremlin candi- 
dates risk finding that their local oil 
company suddenly gets knocked 
out of the state-controlled pipeline 
system. If they switch to the Kremlin’s side, 
their reward can be the jailing or dismissal of 
a troublesome local opponent, or a lucrative 
tax break for local industry. In Moscow, the 
Kremlin has had some of Mr Luzhkov’s al- 
lies, including the police chief, peremptorily 
sacked. 

Election rules have also been bent. Here 
the ringmaster is the central election com- 
mittee, which has exercised its powers, such 
as the right to scrutinise candidates’ personal 
finances, with much arbitrariness. Some 
candidates, notably those favoured by the 
Kremlin, have waltzed through, whereas the 
commission has banned others for pecca- 


17 





RUSSIA'S ELECTION 


dillos. A former prime minister, Sergei Ste- 
pashin, whoisrunningindependentlyofthe 
Kremlin, was nearly disqualified for register- 
ing himself as the owner of 0.2 rather than 
two hectares (five acres) of land. A well- 
known actress, Yelena Drapenko, forgot to 
include an almost worthless second-hand 
car and was banned from standing. She hap- 
pens to be a Communist. 

And then there are the plain dirty tricks, 
ranging from power cuts before public meet- 
ings to rumours of planned outrages or sim- 
ple bureaucratic obstruction. The Kremlin is 
not the only culprit in this sort of activity. 
When the country’s leading liberal, Grigory 
Yavlinsky, tried to campaign in Bashkorto- 
stan (a despotically run republic in mid-Rus- 
sia), the local authorities allied to one of his 
rivals, Mr Luzhkov, simply refused to let his 
aircraft land. 

But the Kremlinites can afford the dirti- 
est of the dirty tricks. Mr Luzhkov’s group 
says that the Kremlin is offering bribes of up 
to $800,000 to its candidates to resign from its 
party list. This could be hugely damaging: if a 
party loses a quarter of its candidates, its list 
is no longer valid. The Kremlin denies every- 
thing. But cynics say that, when billions of 
dollars are at stake, spending a few tens of 
millions to get the right result must seem a 
pretty modest investment. 

Allin all, this is a lot less than a fair elec- 
tion. There may beeven more nasty surprises 
in store in the campaign’s final days: for ex- 
ample, misuse of the criminal justice system 
against opposition candidates. And if, de- 
spite all this, the result looks like going the 
wrong way for the Kremlin, there is no guar- 
antee that the votes will be counted fairly, or 
that the election result will not be challenged 
in asuitably pliable court. 





Bad drains 
One way or another, Russia’s political land- 
scape has been transformed over the past 
three months. The prime minister, Vladimir 
Putin, who previously ran the domestic se- 
curity service, has leapt from obscurity to be- 
come by far the country’s most popular poli- 
tician. He is now the front-runner for next 
year’s presidential contest, for which the 
parliamentary campaign isa = _ 
sort of dress rehearsal. It would 


Winning ways in Russia 


imagine any pro-Kremlin outfit getting into 
the Duma. Thanks to this new group, and 
television boosts for some weaker pro- 
Kremlin parties, it now seems that there 
could be around 100 deputies on the Krem- 
lin’s side. The most serious opposition force, 
led by Mr Primakov and Mr Luzhkov, has 
been sent reeling. 

Unfortunately, though, little attention 
has been given to Russia’s huge problems of 
poverty, lawlessness and ill-health. Even 
when parties have had something specific to 
say about these, they have made little at- 
tempt to put it across directly to the voters. 
The election has been fought mainly by tele- 
vision and poster campaigns. Public meet- 
ings have been poorly attended. There has 
been little stump campaigning. Most nation- 
al politicians, even those with tough elec- 
tions to fight in the provinces, have largely 
stayed in Moscow. It is clever marketing at 
headquarters, rather than structure, disci- 
pline or ideas, that has given parties their 
main advantages. 

It is tempting to see Russia’s parties more 
as consumer brands than as the wielders of 
ideas. For an analogy, consider Russian 
plumbing. Most Russians live in shoddy 
apartments where the plumbing, and espe- 
cially the tendency of drains to block, is a 
constant headache. No Russian kitchen is 
complete without a rubber plunger that is 
used to agitate the grease thatclogs the bends 
below the sink. The rational thing to do 
would be to rip out the plumbing and start 
again. Lack of money and time make this im- 
possible, so every day involves a futile and 
squalid tussle with a system that cannot 
work properly. 

Capitalism has brought new choices to 
consumers, just as democracy has to voters. 
Russians can now fight their kitchen battles 
with household chemicals, ranging from 
alarmingly caustic substances to ineffective 
but sweet-smelling products designed for 
kinder regimes. These resemble the political 
parties: the range is wide, and aggressively 
marketed, but in the end not very convinc- 
ing. Even when Russians buy them, they are 
doubtful about their real usefulness. 

Moreover, as with drain cleaners, com- 





peting products may be owned by the same 
firm. The Kremlin has a whole bunch. The 
top-of-the-range one is the Union of Right- 
Wing Forces (srs in Russian), a party of self- 
styled market reformers. This sounds mod- 
em and effective (“Don't you want to live as 
in Europe?” is a current slogan), and is snaz- 
zily marketed, with pop concerts, t-shirts 
and by far the sharpest poster campaign. 
The only snag is that the party’s credibility 
has been hugely damaged by fraudulent 
marketing and its disappointing perfor- 
mance in the past. Most Russians associate 
the reformers with appalling greed and 
crookery during the past decade, when the 
country’s most valuable assets were sold for 
a pittance to Kremlin cronies while most ` 
people’s living standards plunged. 

Rich consumers, and those who like to 
buy western-style products on principle, 
may still choose the srs. It could well squeak 
over the 5% barrier needed to get its party-list 
candidates into the Duma (“depending on 
how the Kremlin manages the falsification,” 
says one of its leading lights). But its market is 
limited. 

The Kremlin also has two mass-market 
products. One is Our Home is Russia, a 
market leader fallen on hard times. In the last 
Duma election, in 1995, it was “the party of 
power”, in kitchen terms a staple product 
endorsed by government and benefiting 
from lots of municipal contracts. But it has 
lost both credibility and members in the past 
five years. Few Russian politicians want tobe 
associated with its leader, Viktor Cherno- 
myrdin, Russia’s longest-serving post-com- 
munist prime minister and one of its least- 
liked men. It has also lost the support of Gaz- 
prom, Russia’s richest company, which Mr 
Chernomyrdin once ran. Our Home’s re- 
maining regional support should give it a 
few seats in the Duma. 

The other government-backed brand is 
the Yedinstvo (Unity) movement, also 
known by its Russian acronym, Medved 
(bear). Although its ingredients are suspect 
(an odd blend of ultra-nationalists, commu- 
nists, liberals, Christian Democrats and pure 
opportunists), this hastily concocted group 
shows that you can sell almost anything if it 
is new and heavily marketed. 





Unity’s leader, Sergei Shoi- 
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election campaign he has been 
strikingly tongue-tied—for in- 
stance, when asked the sim- 
plest questions about his own 
political views. That may be 
because he has none, other 
than to back the current gov- 
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ernment. Mr Putin, the prime minister, re- 
turns the compliment by giving Mr Shoigu’s 
Unity product his own blessing. 

Perhaps the weirdest lot is Vladimir 
Zhirinovsky’s Liberal Democrats, a wildly 
dotty mixture, which fizzes and smokes and 
appeals to many Russians’ discontent with 
the blandness of other parties. Mr Zhirinov- 
sky’s published statements are an amazing 
mixture of xenophobia and sympathy for or- 
ganised crime. His list includes Sergei 
Mikhailov, who recently spent two years in 
jail in Switzerland awaiting trial on money- 
laundering charges, of which he was acquit- 
ted. He is a virtuous charity fund-raiser, he 
insists, and certainly not the leader of Mos- 
cow's powerful Solntsevo mafia, as his de- 
tractors say. 

Mr Zhirinovsky has repeatedly tangled 
with the authorities, but in practice his depu- 
ties in the Duma have voted solidly for the 
Kremlin. Whether by accident or design, his 
party’s role has been to funnel protest votes 
away from even more dangerous extremists. 
It is not clear who Mr Zhirinovsky’s real 
backers are, but the generous and respectful 
coverage he gets on state-controlled televi- 
sion suggests that this party too may, in the 
end, be part of the Kremlin product line. 

The Kremlin’s chief competitor is the 
Communist Party. This is an old-fash- 
ioned drain-cleaner consisting of simple 
chemicals, unfortunately with poisonous 
side-effects. It is well distributed but poorly 
marketed. It enjoys a strong appeal toa limit- 
ed and ageing slice of the public. The Com- 
munists will do well in the local contests, 
where the single-round election means that 
as little as 20% of the vote in a wide field can 
win the seat. Their big challenge is to prevent 
sympathisers wasting their votes on other 
left-wing splinter parties. 

Then there is Fatherland-All Russia, 
led by Messrs Primakov and Luzhkov. This 
was well ahead in the opinion polls until a 
few months ago: a convincing-sounding, 
well-presented and affordable new product 
with celebrity backing. But it has crumbled 
under a ferociously negative advertising 
campaign, and the launch of a similarly 
aimed competitor from the Kremlin in the 
form of Unity. First Mr Primakov’s presiden- 
tial bid was derailed by Mr Putin’s surge. 
Now Fatherland, which once looked likely to 
be the largest party in the new Duma, has 
dropped from second to third place in the 
opinion polls. It is shedding allies by the day 
- and may fall yet further. Even Mr Luzhkov’s 
grip on Moscow, which also elects a new 
mayor on December 19th, has been shaken. 

Lastly, there are the market-minded, 
law-abiding liberals of Yabloko. This party 
has honest owners and a good chemistry: en- 
vironmentally friendly, socially responsible, 
appealing to consumers’ brains and con- 
sciences, it is the sort of thing you might find 
in an organic store. Alas, it may be unsellable, 
too alien to today’s Russia. It is patchily rep- 
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resented across the country and, despite 
new ties with a few tycoons, has too little 
money to make a big impact. 

Yabloko has other shortcomings, too. Its 
leader, Grigory Yavlinsky, is a voluble econo- 
mist bursting with ideas but without the 
common touch. Although he has brought 
into his team a popular former prime minis- 
ter, Mr Stepashin, many observers still doubt 
his ability to work constructively with oth- 
ers, either inside the party or in the Duma. 


Degenerate democracy 

Run all those past the Russian public, and 
what will you get? Probably a new Duma 
that at first sight looks not hugely different 
from the old one. The Communists seem set 
once more to be the largest group. The party 
should do even better this time than in 1995, 
though the disappearance of some leftist al- 
lies in the previous Duma, chiefly the Agrari- 
ans, means that the total tally of communist- 
minded deputies may drop. 

The next biggest party will probably be 
Fatherland, assuming that its remaining 
strength in the regions survives the final days 
of the Kremlin onslaught. Combined, this 
pair may have a majority over the pro-Krem- 
lin groups (Unity, the srs and the Liberal 
Democrats) and the neutral Yabloko. 

That would be an irritant to the Kremlin 
rather than a serious obstacle. A hostile ma- 
jority could at worst combine to pass a vote 
of no-confidence in Mr Putin, though that 
would be risky given his popularity, espe- 
cially if the war in Chechnya were still going 
well. And, though the constitution is fuzzy 





on this, Mr Yeltsin could probably reappoint 
him acting prime minister anyway: 

The biggest change in the new Duma 
will be that parties will matter even less, and 
money even more. The biggest group of dep- 
uties, perhaps a third of them, will be those 
whose loyalties and interests are more local 
than national. Look at the way in which 
strong local candidates have hopped from 
party to party in recent months. A bevy of 
parties are competing for the support of local 
strongmen. A party ticket can be useful in an 
election campaign; it does not greatly affect 
the way you behave afterwards. 

This is compounded by another new 
factor: the role of big business in financing 
election campaigns. Gazprom and Lukoil, 
Russia’s two biggest energy companies, have 
each financed, more or less openly, between 
80 and 100 candidates, ranging from Com- 
munists to liberals. That will weaken party 
discipline still further. 

What does all this mean for Russia? With 
luck, a slightly more effective , more self-dis- 
ciplined parliament. The last Duma had aca- 
cophonous bark but little bite. It misplayed 
its trump card, the impeachment of Mr Yel- 
tsin, and on occasion let itself be humiliat- 
ingly bribed by the Kremlin. Even when it 
eventually voted through a half-decent law, 
such as a new tax code, it was often too disor- 
ganised to pass the detailed rules needed to 
make it work properly. This might happen 
somewhat less often. If the big energy com- 
panies want, for example, production-shar- 
ing agreements to lure western oil compa- 
nies into Russia, they will probably get them. 
And reformist views may be more strongly 
represented. Even though the Union of 
Right-Wing Forces is dutifully pro-Kremlin 
on some issues (the war in Chechnya, for in- 
stance), it still has a streak of genuine liberal- 
ism which, combined with Yabloko’s 
preachy efforts, should add a welcome note 
of economic sense to Russian politics. 

Yet the verdict is still glum. There are oth- 
er countries where money matters hugely in 
politics (think of America), or where politi- 
cians use patronage heavily (Italy, for in- 
stance). But Russia’s constitutional checks 
and balances are weak, and flagrantly 
abused. Like the election, victories in the Du- 
ma will ultimately be bought, not fought. 
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Peace talks between Syria 
and Israel started in Wash- 
ington. Israel was represented 
by its prime minister, Ehud 
Barak; Syria by its foreign min- 
ister, Farouk Sharaa. Mr Barak 
was given the Knesset's bless- 
ing by a narrow majority but 
settlers from the Golan 
Heights, demonstrating against 
withdrawal, got widespread 
support. 


In the power struggle between 
Sudan’s President Omar Bashir 
and the influential speaker of 
parliament, Hassan Turabi, the 
president declared a state of 
emergency and dissolved 
parliament days before it was 
due to vote on changes to the 
constitution that would have 
reduced his powers. 


Rebel fighters in the west of 
Uganda staged a new wave 
of attacks, forcing the UN to 
halt deliveries of food to 
100,000 displaced people. 


In its annual report, the UN 
Children’s Fund said that 
600m children continue to live 


in poverty. 


The Truth and Reconciliation 
Commission in South Africa 
refused amnesty for Eugene 
de Kock, who was jailed for 
262 years for several murders. 


In from the cold 


Japan lifted sanctions 
against North Korea, saying 
food aid and diplomatic ties 
would resume. They were im- 
posed last year after the coun- 
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try launched a rocket over 
Japanese territory. 


Rebels in Sri Lanka, which 
goes to the polls next week, at- 
tacked government military 
bases in the country’s north, 
capturing three. The govern- 
ment lost huge swathes of ter- 
ritory in fighting last month. 


Pakistan’s central bank ord- 
ered all funds and property 
held in the country by the 
Taliban movement to be 
seized. 


Sectarian fighting in Indone- 
sia’s Molucca islands broke 
out just two days after Presi- 
dent Abdurrahman Wahid 
had appealed for calm. 


Don’t agree 


In his sharpest break yet with 
Bill Clinton’s policies, Vice- 
President Al Gore, who is 
running for the Democratic 
presidential nomination, said 
Mr Clinton's “Don’t ask, don’t 
tell” policy, designed to ease 
the way for homosexuals in 
the armed forces, had not 
worked. Hillary Clinton, just 
days before, had told her hus- 
band the same thing. It was 
also her sharpest break with 
him, at least in public. 


It was announced that nearly 
100 people had been exec- 
uted in America this year, the 
highest number since 1951. The 
latest execution had been de- 
layed for a week while the in- 
mate, who had tried to com- 
mit suicide, was nursed back 
to health. 


A circuit court in Memphis, 
Tennessee, ruling in a civil 
lawsuit brought by the family 
of Martin Luther King, 
found that King’s assassination 
in 1968 had been the work of 
mobsters and “several govern- 
ment agencies”, not of James 
Earl Ray. 


Canada’s federal government 
published a bill aimed at 
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making Quebec’s secession 
harder by defining the proce- 
dures any future referendum 
would have to follow to be 
considered binding. Quebec's 
separatist provincial govern- 
ment promised its own coun- 
ter-law affirming its right to 
self-determination. 





Joaquin Lavin, a conservative, 
did unexpectedly well in 
Chile’s presidential elec- 
tion, winning 47.5% of the 
vote, only slightly less than 
the 48% won by Ricardo Lagos 
of the ruling centre-left coali- 
tion. The two will contest a 
run-off next month. 


Panama formally took con- 
trol of its canal under the 
terms of a 1977 treaty with 
America, at a ceremony at- 
tended by Mexico's president, 
Spain’s king and former Presi- 
dent Jimmy Carter, but not by 
any senior American officials. 


A remote naval base close to 
Colombia’s border with Pana- 
ma was attacked by FARC 
guerrillas. They were report- 
ed to have killed 45 marines 
and two others, in the most 
serious defeat for the armed 
forces this year. 


Fernando de la Rua took office 
as Argentina’s new presi- 
dent, promising a crackdown 
on corruption and tough fiscal 
measures to balance Argenti- 
na’s budget. 


Join the club 


Leaders of the 15-strong Euro- 
pean Union agreed in Hel- 
sinki that another seven coun- 
tries—Bulgaria, Latvia, 
Lithuania, Malta, Romania, 








THE ECONOMIST DECEMBER 18TH 1999 


{AVAILABLE BY E-MAIL FROM WWW.EC ONOMIST.COM- 





Slovakia and Turkey—should 
be recognised as candidates to 
join the club, along with the 
six already in the queue: Cy- 
prus, the Czech Republic, Es- 
tonia, Hungary, Poland and 
Slovenia. Despite pleas from 
other countries in the Union, 
France refused to lift its ban 
against British beef, while Brit- 
ain refused to agree to an EU- 
wide tax on savings. 


The German government and 
industrial groups, negotiating 
with Jewish lobbies and class- 
action lawyers, agreed to set 
up a DMno billion ($5.2 billion) 
compensation fund for Nazi- 
era slave labourers. 


After protests from western 
governments, the Russian 
army extended its deadline to 
civilians in Grozny, the Che- 
chen capital, who had been 
told to get out by December 
uth or risk death in a Russian 
onslaught. But the Russian 
army, which has now taken 
all the main towns in lowland | 
Chechnya, bar Grozny, looked 
poised for a major attack on 
the capital. 


The European Commission’s 
president, Romano Prodi, 
said he would sue media for 
alleging that he had had im- 
proper business dealings in 
Italy in the 1980s, before he 
became prime minister. 


Radu Vasile, Romania’s re- 
forming prime minister, who 
had led a four-party coalition 
of the centre-right, was forced 
to resign. 
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America 
deficit hit a new high in the 

| third quarter of $89.95 billion, 
| just over $ọ billion greater 
than the revised second-quar- 
| ter total. Retail sales showed 
evidence of buoyant demand 
in November, beating fore- 
casts to leap 0.9% after rising 
only 0.3% in October. How- 
ever, inflation seems still at 
bay: the consumer-price index 
for November rose just 0.1%. 


Japan’s current-account 
surplus fell for the ninth 
month in succession, down 
16.7% compared with the same 
| period a year ago, as the 
strong yen continued to bite. 
The Bank of Japan’s tankan 
| survey gave mixed messages 
| about a recovery: business 
confidence has slightly im- 
proved, but capital spending 
by big companies is waning. 


Larry Summers, America’s 
treasury secretary, indicated 
his vision of the IMF's future 
role. He suggested that the 
fund should abandon long- 
term and some shorter-term 
government financing as priv- 
ate capital becomes increas- 
ingly available, and instead 
concentrate on crisis preven- 
tion and “fire-fighting”. 


America’s Federal Reserve 
looks set to revise the “bias” 
statement introduced in May 
and sometimes issued after 
rate-setting meetings to indi- 
cate its disposition towards fu- 
ture action. Investors have 
been undecided whether to 
treat the statement as bald fact 












’s current-account 





or decode it with the zeal of 
old-fashioned Kremlinologists. 


Togetherness 


The six-week-old $50 billion 
merger between Telia and 
Telenor, the state-owned tele- 
coms companies of Sweden 
and Norway, appeared to be 
in jeopardy after months of 
squabbling came to a head ov- 
er plans to site mobile-phone 
operations in Sweden. Even if 
the crisis can be averted, plans 
to float 20% of the company 
with an initial public offering 
in April may be postponed. 


MTV Networks, owned by 
Viacom, is under investiga- 
tion by America’s justice de- 
partment for alleged antitrust 
violations. The company, 
which dominates the cable 
music-video market, is said to 
have made it hard for rivals to 
enter the market. 
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One Internet consultancy, 
Whittman-Hart, agreed to 
buy another, USWeb/CKS, 
in an all-share deal worth $5.7 
billion. But shares in both 
companies plunged over fears 
that the merger may not pro- 
gress smoothly. 


AMR, the parent company of 
American Airlines, is likely to 
spin off Sabre, a computer- 
ised travel-reservations and In- 
ternet-sales company, for 
around $6.2 billion. 


Rumours of a takeover bid for 
Marks & Spencer, a trou- 
bled British retailer, caused a 
sharp up-turn in its dwindling 
share price. However, before 





long the shares fell once again 
as expected bidders failed to 
emerge. 


Nabisco, a large American 
food company, and Hicks, 
Muse, Tate & Furst, an 
American investment group, 
bid £1.16 billion ($1.87 billion) 
for underperforming United 
Biscuits, Britain’s largest bis- 
cuit and snack maker. A rival 
European consortium looks set 
to enter the fray. 


Morgan Grenfell Private 
Equity agreed to buy one of 
the polymer divisions of Ciba 
Specialty Chemicals of 
Switzerland for SFr1.85 billion 
($1.16 billion). This was despite 
rumours of interest from Dow 
Chemical. 


Selling up 


DHL, an international ex- 
press-delivery firm, an- 
nounced plans for an iPro to 
sell 23% of the company be- 
fore the middle of 2001. Japan 
Airlines is selling a 20% stake 
in DHL and retaining a 6% 
holding; this will be added to 
a 3% stake sold by Nissho Iwai 
and held by pu in an invest- 
ment trust. 





Xerox, an American copier 
and printer maker, announced 
a fourth-quarter profits warn- 
ing—the third in two months. 
Its share price has fallen by 
two-thirds since the summer. 
Xerox blamed competition, 
sluggish demand and the ef- 
fects of recent restructuring. 


Anne Osberg, head of Walt 
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ducts division, in a move un- 
usual for tight-knit Disney, is 
to be replaced by an outsider: 
Andrew Mooney, former chief 
marketing officer for Nike. 


Perrier Vittel, a French bot- 
tled-water company, whetted 
taste buds by announcing that 
it would launch a new Euro- 
pean bottled mineral water in 
2000. However, the company 
revealed little about the new 
product in order to “maintain 
the suspense”. 


Go away 


Farmers and environmentalists | 
in America sued Monsanto, 
one of the biggest producers 
of genetically modified 
seeds, claiming it had not 
conducted adequate safety 
tests. 


ING, a Dutch bank, bid €10 

billion ($10.2 billion) for 

France’s CCF only to with- 

draw the offer shortly after it 

became public as ccr was re- | 
| 





luctant to accept the Dutch 
bank’s terms. Some blamed 
France’s aversion to foreign 
ownership of its banks, claim- 
ing that Jean-Claude Trichet, 
governor of France’s central | 
bank, had discouraged the bid. | 


ING denied this was so. 


Nasdaq, America’s exchange | 
for high-tech shares, and 
Hong Kong’s stock ex- 
change said they will co-list 
each other’s shares from next 
year. The move, which will 
allow Asian investors to buy 
shares in Microsoft and Star- 
bucks in local currency at lo- 
cal trading times, fits with 
Nasdaq's ambition to provide 
a round-the-clock service. 


Palladium, a vital compo- | 
nent of catalytic converters | 
and some electrical products, 

hit a record high of $428 a | 
troy ounce. More than 60% of | 
the world’s palladium comes | 
from Russia but supplies have | 
been haphazard because of | 
that country’s political turmoil. 
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Sri Lanka wants peace, perhaps 


COLOMBO 


Both contenders in Sri Lanka’s presidential election are campaigning for 


peace. The similarities end there 


HEN Chandrika Kumaratunga was 

elected president in 1994, many Sri 
Lankans were euphoric. She promised to set- 
tle the long war against an army composed 
of the angriest elements of Sri Lanka’s Tamil 
minority. Her election offered relief from the 
sometimes brutal 17-year rule of the party 
she had defeated. She may be re-elected on 
December 21st, but the euphoria is gone. Mrs 
Kumaratunga has disappointed those who 
expected her to raise the tone of Sri Lanka’s 
democracy. The economy is drooping. Not 
only does the war continue, but Sri Lanka 
has lately been losing it. 

The two main candidates—Ranil Wick- 
remesinghe, head of the United National 
Party (unr), is the other—seem to realise that 
it behoves the next president to lick all the 
country’s main problems. They do not dis- 
agree strongly over the basic principles for 
doing so. Any settlement of the war that 
keeps Sri Lanka whole, they seem to agree, 
will involve devolution of power to the 
north and east, where most aggrieved Tamils 
live, and talks with the Liberation Tigers of 
Tamil Eelam, the army that presses their 
cause through warfare and terrorism. Both 
candidates lean to pro-market economic 





Kumaratunga charm and vitriol 
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policies. The une has been the party of lib- 
eral economics and, originally at least, of eth- 
nic parity. Mrs Kumaratunga’s Sri Lanka 
Freedom Party, the core of the ruling People’s 
Alliance, traditionally champions socialism 
and the Sinhalese majority, yet she has 
pulled the party towards the centre. The two 
main parties split the Sinhalese vote and 
must therefore court minorities. It is not a 
system that usually rewards extremism. 

The differences are largely of person- 
ality. Mrs Kumaratunga is the charismatic 
scion of the Bandaranaike family, which is to 
Sri Lanka in some ways what the Gandhi 
family is to India. She is better at charming 
the masses, though, than at building support 
for her policies and executing them. Mr 
Wickremesinghe, nephew of a former Sri 
Lankan president and himself a former 
prime minister, is regarded as an uninspiring 
technocrat. The candidates have doused 
each other in vitriol, with Mrs Kumaratunga 
accusing Mr Wickremesinghe of offering to 
hand over part of the country to the Tigers, 
and Mr Wickremesinghe retorting by offer- 
ing to hand over Mrs Kumaratunga instead. 

The mud is not merely verbal. Each side 
has accused the other of instigating violence, 
and atleast five people have been killed. Mrs 
Kumaratunga has stretched the prerogatives 
of incumbency, offering higher pensions to 
government workers and trying, without 
success, to confine most election coverage to 
the state-run media. Pundits predict a close 
race. There are fears that ballot-box fraud 
and intimidation will deliver the margin of 
victory and that violence will follow. 

Ostensibly, the election is about peace. 
Mrs Kumaratunga called it a year early be- 
cause, she said, parliament refused toenacta 
setof constitutional changes designed to pla- 
cate the Tamil minority. But her idea, and 
others proposed by the principals, suffers 
from abstraction on crucial points that 
makes it look more like posters for peace 
than blueprints. 

The constitutional changes would be 
radical. They would transfer most of the 
president’s powers to a Westminster-style 
prime minister. They would change Sri 
Lanka from a unitary state into a union ofre- 
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gions, which would gain control over health 
and education, and at least some influence 
over the police and their finances. Tamils 
would thus run most of their affairs in the 
northern and eastern parts of the country, 
which they regard as their homeland. The 
largest Tamil party in parliament supports 
the changes, with reservations. Mrs Kumara- 
tunga’s plan had been to follow up a presi- 
dential victory with a parliamentary poll, 
which might give her the two-thirds major- 
ity she needs to change the constitution. But 
even ifher plan comes off, she seems likely to 
lack the support needed to turn devolution 
into peace. 

The unr has rejected the changes, saying 
Sri Lanka’s unitary character should be pre- 
served, though the north-east could have 
more powers than other parts of the country. 
Without the unp’s support, the government 
is unlikely to weather opposition from those 
Sinhalese who will regard concessions to the 
Tigers or to the Tamil community as a whole 
as a betrayal of Sri Lanka’s character as a ha- 
ven for Sinhalese culture and the Buddhist 
religion. As for the Tigers, the president has 
vacillated between negotiating with them 
and trying to crush them. She has succeeded 
in neither. The army recaptured Jaffna, the 
main northern city, early in her tenure. Last 
month, though, the Tigers, revived, overran 
feebly defended positions in the north. This 
week they have been attacking Elephant 
Pass, Jaffna’s sole land link to the rest of the 
country. In his “Martyrs’ Day” message in 
November, the Tigers’ leader, Velupillai 
Prabhakaran, described Mrs Kumaratunga’s 
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term in office as a “curse on 
the Tamil people”. 

A victory by Mr Wick- 
remesinghe would feel 
more like a fresh start. He 
proposes to defer grand 
schemes for peace in favour 
of an “interim council”, in 
which he hopes the Tigers 
would play a role. But Mr 
Prabhakaran has rejected 
more generous offers in the 
past. He says he is willing to 
talk again, but only after the 
Sri Lankan army leaves the 
province. Many Sri Lankans 
harbour the suspicion that 
politicians see less profit in 
success than in blaming 
each other for failure. 

If that is so, it is partly because for most 
Sri Lankans most of the time, the war itself is 
an abstraction. Except when a bomb ex- 
plodes in Colombo, southerners are shield- 
ed by distance and by censorship. The costs 
to Sri Lanka have been huge. Some 60,000 
people have died since 1983, when the war 
began, and perhaps 800,000, out of a popu- 
lation of 19m, have been displaced. The Insti- 
tute of Policy Studies in Colombo has calcu- 
lated the cumulative cost of the war at 170% 
of the country’s 1996. cpp, including property 
destroyed, money spent on the army, dam- 
age to tourism, foreign investment forgone 






















and so on. Defence spend- 
ing has jumped from 1% of 
GpP in 1982 to about 6% in 
the past decade. The 
deaths and the rubble are 
mostly in the north and 
east; Sri Lankans in the rest 
of the country do not no- 
tice the cost in missed op- 
portunities. The war also 
provides governments 
with an excuse for avoid- 
ing difficult economic 
measures (see box). 

Any serious peace ef- 
fort will confront Sri Lan- 
ka’s leaders with questions 
that would stumpeven the 
most enlightened states- 
man. If devolution actually happens, what 
will be the fate of the Sinhalese and Muslim 
minorities left in a Tamil-controlled north- 
east province? After South Asia’s bloody his- 
tory of partitions, Sinhalese nationalists are 
not eager to find out. Could the Tigers, which 
have no political wing and have been mur- 
dering Tamil moderates, provide humane 
government or even policing to a Tamil 
province? Would they step aside for political 
parties that could? Sri Lankans cannot ex- 
pect answers on the first day the newly elec- 
ted president takes office. They should ex- 
pect an honest attempt to find some. 












The Philippines 
Dark days for 
Estrada 


MANILA 


HEN a power cut blacked out half of 

the Philippines on the night of Decem- 
ber 10th, the immediate question that sprang 
tomany minds was whether a military coup 
was under way. It was not. The authorities 
blamed the blackout on a huge invasion of 
jellyfish—enough, it turned out, to fill some 
50 lorries—-which were sucked into the sea- 
water cooling system of a power station, 
causing the entire electricity grid of the 
northern Philippines to shut down. 

Yet, even before all this had been made 
public, President Joseph Estrada felt itneces- 
sary to state that the blackout was not part of 
an attempt to destabilise his government. 
Several times in recent Philippine history the 
electricity has been cut off to cover political 
shenanigans of one kind or another. Even so, 
blackouts have always been much more 
common than military coups, so why the 
public alarm about this one? 

The answer lies in the growing doubts 
about whether Mr Estrada’s shaky adminis- 
tration will be able to complete its six-year 
term. Long discussed in Manila’s coffee 
shops, the question had rarely been raised in 





Could still do better 


COLOMBO 


N 1964, Singapore’s founder, Lee Kuan 

Yew, said he hoped that his country 
would one day be like Sri Lanka. Mr Lee’s 
little island has since far outstripped the In- 
dian Ocean one in wealth, but the qualities 
he admired are still there. Sri Lanka has de- 
veloped-country levels of literacy and life 
expectancy, and little abject poverty. Its de- 
dication to equality has a long history. Sri 
Lanka’s first general election under univer- 
sal suffrage took place in 1931, just two 
years after the first British one. After inde- 
pendence, the government provided free 
education and health care to boys and girls 
alike, and subsidised consumption by the 
poor. 

The festering civil war aside, Sri Lan- 
kans grumble thatall is not well with South 
Asia’s model. Parents have to pay teachers, 
who are supposed to educate their chil- 
dren for nothing. The health system lacks 
money and good management. Unem- 
ployment has dropped, from over 15% in 
1990 to around 8.5% now, but remains inor- 
dinately high for educated youth. Discon- 
tentamongsuch people sparked a fierce in- 
surgency in the south during the late 1980s 





in which thousands died. Economic 
growth this year isexpected to be its lowest 
in more than a decade. 

Sri Lanka has recently done many 
things right. It has, for example, liberalised 
trade and privatised telecoms and other 
state-owned activities. That is part of the 
reason why unemployment overall has 
dropped and growth has averaged a res- 
pectable 5% over the past 20 years. 

But the country is also doing things 
wrong. A pair of recent World Bank reports 
notes a number of deficiencies that could 
drain the sources of Mr Lee’s esteem. There 
are the usual problems: the state spends 
too much money on itself and thwarts the 
private sector in various ways. Its bureauc- 
racy is among the most pervasive in Asia; 
partly as a result, the budget deficit is ex- 
pected tobe at least 8% of pr this year. The 
government compounds this, notes the 
Bank, first by paying its lower-level em- 
ployees wages well over the odds, which 
discourages people from seeking work in 
the private sector, and second by making it 
almost impossible to sack people, which 
makes employers reluctant to offer jobs. 


The vaunted education system is rig- 
idly controlled by government. Its teaching 
methods and curriculums are outdated, 
says the World Bank. Just 2% of student-age 
youths go on to university. In health, by 
contrast, the private sector has jumped in. 
But private doctors and hospitals are 
poorly regulated; they have found ways to 
cut costs to the detriment of patients and to 
shunt expensive cases on to the public-sec- 
tor system. Sri Lanka has a history of pro- 
viding good social services cheaply, but 
now it may be spending too little. 

Some of its problems arise from suc- 
cess.Good health and a relatively low birth 
rate have made Sri Lanka the country with 
the third-oldest population in Asia after Ja- 
pan and Singapore. That will put more 
strain on a health system that is unpre- 
pared for it. But at least it will help solve the 
problem of youth unemployment. 
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A jellyfish for Mr Estrada 


public until Stratfor, a forecasting service in 
Texas, posted on its Internet site a report say- 
ing the president would be removed before 
his term of office ends in 2004. 

Stratfor ruled out a military coup, which 
had recently been the subject of some quiet 
speculation. But it mentioned two other pos- 
sibilities. If the opposition won the congres- 
sional elections due in 2001, and could mus- 
ter a two-thirds majority, the new Congress 
could use its power under the constitution to 
remove the president on the ground that he 
was unfit to hold office. Or he could be de- 
posed by a popular uprising, similar to the 
“people power” revolution that ended the 
authoritarian regime of Ferdinand Marcos in 
1986. The main reason for seeking Mr Estra- 
da’s removal, said Stratfor, would be the ac- 
cusation that he was allowing a resurgence 
of the cronyism and corruption so familiar 
in the Marcosera. 

Instead of ignoring these musings in 
cyberspace, Mr Estrada responded by call- 
ing the report “all lies”. He went on to imply 
that Stratfor had links with an official in the 
administration of his predecessor, Fidel Ra- 
mos. Mr Ramos is also a former general and 
has been darkly critical of the Estrada gov- 
ernment. Sratfor has denied it is in the pay of 
anyone in the Philippines. 

But the notion that Mr Estrada might be 
prevented from completing his term has 
stirred up a cauldron of conspiracy theories. 
The media have begun to speculate on a split 
between Mr Estrada and his vice-president, 
Gloria Macapagal-Arroyo. Mrs Arroyo is in 
the peculiar position of being both a mem- 
ber of the president's cabinet and a leading 
figure in the main opposition party, created 
by Mr Ramos. In the Philippines, the vice- 
president is elected separately. As vice-presi- 
dent, Mrs Arroyo is also the person who 
would replace Mr Estrada if he failed tocom- 
plete his term. 

How plausible are Stratfor’s specula- 
tions? Certainly, a coup seems unlikely. Al- 
though seven coups were attempted during 
the late 1980s, Mr Ramos managed during his 
presidency to put the armed forces firmly 
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under civilian control and mostly 
out of political life. As for Congress 
ousting the president, that would 
demand a strong party system, 
which the Philippines lacks. And 
as the shortcomings of Mr Est- 
rada’s administration have yet to 
reach the scale of those of the Mar- 
cos regime, they seem unlikely to 
provoke a people-power revolu- 
tion. The most likely prospect is 
that Mr Estrada will muddle along 
in office for a while yet. 

Even so, Stratfor's predictions 
are no more bizarre than many 
other theories going the rounds in 
Manila. It has been suggested, for 
instance, that the jellyfish that 
caused Friday’s blackout had con- 
gregated inshore because they sensed an 
earthquake was imminent. The night after 
the blackout, there was indeed an earth- 
quake, of 6.8 on the Richter scale—strong 
enough to cut the power supply and once 
again to plunge large areas of the northem 
Philippines into darkness. 
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Japanese cults 


Apocalypse 
tomorrow? 


tokyo 


N POLICE calendars across Japan, a 

date is marked: December 29th. This is 
the day when Fumihiro Joyu, an official in 
the Aum Shinrikyo doomsday cult, is due to 
be released from jail after serving a three- 
year sentence for his part in the nerve-gas 
attack in the Tokyo metro in 1995, which 
killed 12 people and injured over 5,500. 

Though ostensibly he was just Aum 
Shinrikyo’s silver-tongued spokesman, Mr 
Joyu is now seen as the mastermind behind 
the cults industrial-scale production of 
deadly sarin gas. Plans were afoot for dis- 
persing 70 tonnes of sarin throughout Ja- 
pan—enough to kill 36m people. Trained as 
an engineer, Mr Joyu is expected to take over 
from the six elders who have run the group 
since its founder, Shoko Asahara, was 
charged with murder, along with other se- 
nior members of the cult. 

To counter any possible resurgence in 
Aum Shinrikyo’s activities, the government 
has rushed through two anti-terrorist bills. 
These are meant to hobble the cult for good. 
One of the bills will allow the Public Security 
Investigation Agency to inspect Aum Shinri- 
kyo’s facilities almost whenever it chooses. It 
also requires the cults members to report 
their names, addresses and assets to the po- 
lice every three months. The other bill makes 
it easier for the police to seize assets. 

It is not just civil-rights groups that have 
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been worried about such sweeping powers. 
To get the new legislation through the Diet 
(parliament), the ruling coalition had to re- 
strict it to groups that have “committed in- 
discriminate mass murder during the past 
ten years”. Aum Shinrikyo, which has at last 
admitted that some of its members were re- 
sponsible for the gas attack, is the only terro- 
rist group in Japan currently to fit the bill. 

The police would have preferred nosuch 
restrictions. They view the government's de- 
cision in 1997 not to disband Aum Shinrikyo 
as agrave mistake and have since gone out of 
their way to apply existing laws more strictly 
whenever complaints are made against 
cults. The fraud laws, however, have proven 
surprisingly effective. 

The recent police crackdown on the 
Honohana Sanpogyo cult is typical. Its 
leader, Hogen Fukunaga,and some of his fol- 
lowers, are suspected of swindling billions of 
yen from innocent victims by examining the 
soles of their feet and telling them that they 
would die of cancer or aips if they did not 
pay forexpensive religious instruction. Some 
¥61 billion ($600m) was collected from 
30,000 gullible followers. Over 1,100 of them 
have now sued to get their money back. 

Followers of other cults have died from 
lack of medical treatment. In November, the 
police discovered a mummified corpse in a 
hotel near Narita, Tokyo's airport. It had 
been kept by members of Life Space, a little- 
known cult that charges exorbitant fees for 
promising to rid people of disease caused by 
bad karma from their previous lives. 

The police fear they may be over- 
whelmed by criminal activities by various 
cults. The cults, it seems, like other business- 
es, are feeling the effects of the longest reces- 
sion in Japan’s modern history and have re- 
sponded with strong-arm sales tactics. 
Gangsters as well as conmen have muscled 
into the business. The government reckons 
Japan now has no fewer than 220,000 cults 
and sects, each with its own guru or deity. 
“Even the head of a sardine can be a god for 
those who want to worship it,” goes a Japa- 
nese saying. As the end of the century nears, 
it would be surprising indeed if Aum Shinri- 
kyo tumed out to be the only cult in Japan 
that believed in an apocalyptic tomorrow. 

=. m 





Pollution in China 


An ill wind in 


Beijing 


BEUING 


PON taking control of Beijing in 1949, 
Mao Zedong decided his communist 
capital would have to give up its centuries- 
old existence as a mere political and cultural 
centre that depended on the honest labour 
of others. Beijing, he decreed, would be 
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transformed from a free-loading city of con- 
sumers into a city of producers. Within a de- 
cade, factories were built, furnaces fired and 
thick black smoke poured forth, bearing 
vivid, ifnoxious, testimony to Mao’s unques- 
tioned authority. 

From the moment his demolition crews 
began dismantling the capital’s city wall and 
tinkering with its classical layout, residents 
began to grumble about the irreparable 
damage to the unique character of old Beij- 
ing. In recent years, the grumbling has cen- 
tered more on Beijing’s atrocious air pollu- 
tion. Smoggy, hazy days have become the 
norm. Soot seeps into houses, blackens col- 
lars, irritates throats and damages lungs. Al- 
though Beijing’s long-suffering residents 
hardly need confirmation, surveys by the 
World Bank and other international agen- 
cies routinely rank Beijing's air quality 
among the world’s worst. 

The blame is widely shared. The exhaust 
fumes emitted by more and more vehicles 
and the dust kicked up by a building binge 
contribute. But ask anyone to name the 
worst culprit, and you are likely to hear the 
name of the largest of the factories conceived 
by Mao: Capital Iron and Steel Works. 

Universally known by its Chinese short- 
hand, Shougang, the company has its main 
plantin the city’s Shijingshan district, 30 kilo- 
metres (19 miles) west (read upwind) of cen- 
tral Beijing. This industrial behemoth grew to 
become China’s third-largest steel maker, 
once employing as many as 230,000 people 
and producing 10m tonnes of steel a year. 

Spewing sulphur compounds, nasty 
specks of dirt and other toxins into the air, 
Shougang is reckoned to be Beijing's top pro- 
ducer of industrial pollution. When asked 
about this distinction, a spokesman for the 
company replied: “Many Chinese and for- 
eign journalists have asked us about this but 
we don't have anything to say because Beij- 
ing air pollution really doesn’t have so much 
todo with us.” 

Shougang is less glib when answering its 
political masters. Pressed by both central 
and city governmentsalike toclean upits act, 
the company last year agreed to reduce pro- 
duction, cut its workforce to 170,000 and 
close a factory in the city centre. The 
company’s chairman, Bi Qun, said 
then that Shougang had spent 
100m yuan ($12m) on pollution 
control and was diversifying 
away from its dirtiest business. 

This week the company was 
preparing tolauncha local-cur- 
rency share issue on the Shenz- 
hen stock exchange. Shougang 
has told Beijing’s city govern- 
ment it intends to use part of the 
proceeds of 1.8 billion yuan to div- 
ersify into making cleaner pro- 
ducts, like microchips, ro- 


bots and other 
high-tech gad- 

ava 
26 


mitt 
























Old, down and out in South Korea 


SEOUL 


T NOON each day, hundreds of eld- 
erly men form a long queue outside 
Pagoda Park in Seoul. Decades ago this 
was where freedom fighters opposed to 
Japanese colonial rule read out a charter 
of independence. But it is not in reverence 
of those heroes that the men queue. They 
go to the park to get a free meal, supplied 
by charities. Many of the mendicants 
have no family, no home and no money. 
Some are so destitute and lonely that they 
end up killing themselves. The suicide rate 
among the elderly is rising dramatically. 
Last year 20 out of every 100,000 South 
Koreans aged 60 or over committed sui- 
cide, nearly three times the rate of ten 
years ago. Many blame rapid “westernisa- 
tion” and reforms introduced asa result of 
Asia’s financial downturn. In a country of 
Confucian tradition, Koreans have long 
regarded filial piety as the source of all vir- 
tue. Children, especially the eldest, were 
expected to support their parents. No lon- 
ger. Parents, especially those with no 
money, have become a burden. Some chil- 
dren move out and leave no forwarding 
address. Others have been known to take 
their parents on visits to remote islands 
and abandon them there. 
The elderly have few places to turn to. 
hex government provides shelters for the 














The old guard 





homeless who have no relations to fall | 
back on, and gives them some $33 a 
month. But only 285,000 of the 3.2m peo- 
ple aged over 65 in South Korea are quali- 
fied for the programme. If they are ill, their 
plight is even worse. Nursing-homes are 
scarce and privately run ones are usually 
too expensive, even for the middle-class. 

As South Korea lost more than 1m jobs 
last year in its struggle to restructure, the 
social fabric has suffered more than at any 
time since the Korean war in the 1950s. 
Though the economy is now recovering, 
the strain on Koreans will continue. So will 
the queues at Pagoda Park. 











getry. It also promises to reduce smelting and 
increase its cleaner operations, by making, 
for example, ultra-thin steel. 

But some planners doubt much will 
change. How, one official wonders, can such 
a huge, outdated and unwieldy latecomer as 
Shougang compete with the more efficient 
and innovative firms now leading in elec- 
tronics? Not easily. “Shougang people say 
they will get into much cleaner business, but 
it's an old-style state enterprise and nobody 
really believes they'll be able to do it,” says 

one official privately. 

Many locals are just as du- 
bious and believe the best 
solution is simply to shut 

Shougang down or moveit 
elsewhere. Earlier this 
month the state-run Legal 
Daily wrote that all of 
Beijings many clean-air 
initiatives will come to 
naught unless Shougang 

is dealt with. “Don’t be- 
lieve the factory’s propa- 
ganda” about how it is 
getting cleaner and more 
diverse, advised the news- 
paper. “As long as Shou- 
gang is still there, 


there is no way Beijing can have blue skies.” 

The trouble is that, because of the com- 
pany’s vast size and its Maoist pedigree, 
Shougang is a political force in its own right 
and refuses to be pushed around. Further- 
more, China’s pollution standards, though 
getting tougher, provide no incremental level 
of punishment or reward: factories are 
meant either to comply or close. Providing 
work, schooling, health care and retirement 
benefits for as many as the company em- 
ploys is a burden that the city government is 
loth to take on. No wonder, concludes a re- 
cent environmental report by the American 
embassy in Beijing, “Shougang and other 
large firms may therefore opt to call the city’s 
bluff rather than reduce emissions.” Con- 
ceding as much, officials say that closing or 
moving Shougang is “unrealistic”. 

More’s the pity, especially as Beijing re- 
cently got a tantalising taste of life without 
Shougang. The plant, together with many 
others, was shut for a week around the Octo- 
ber 1st celebrations marking the soth anni- 
versary of Mao’s victory. Pollution levels 
plummeted; glorious blue skies prevailed. In 
short, in that one clear week, it was easier 
than usual to see just how much Mao’s ideo- 
logical caprice had changed Beijing. 
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‘Twas a famous victory, but... 


The Kosovo war was not the ultimate triumph of technology that the 
enthusiasts claim. But the remaining weaknesses can probably be overcome 


EFEATED armies, like the Russians who 

limped out of Chechnya in 1996, even- 
tually work out where they went wrong 
and—as the unfortunate Chechens are now 
discovering—try to do better next time. But 
military planners who reckon they have 
won, like the Americans who oversaw 
NATO’S air war against Serbia, have less in- 
centive to re-examine their assumptions. 

In the six months since Yugoslavia’s 
President Slobodan Milosevic sued for 
peace, hundreds of thousands of words 
have been penned on the military “lessons 
of Kosovo”. But to the dismay of more radical 
thinkers in the world of defence, there is little 
sign of nettles therefore being grasped, or 
vested interests faced down. 

There are some features of NATO’s 78-day 
war that every chronicler agrees on. So long 
as the definition of success is kept fairly elas- 
tic, this was the first war in history to be won 
by air power alone. The winning side lost no 
men killed in action and suffered very few 
other losses; only two manned aircraft were 
shot down. On the other hand, it took much 
longer, and much more firepower, to bring 
President Milosevic to heel than NaTo’s po- 
litical masters had originally expected, so the 
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Pentagon had to scramble hard to increase 
the number of aircraft and missiles used 
against Serbia. This tempted a man as usual- 
ly sensible as Mikhail Gorbachev to say, late 
in the war, that regardless of the eventual 
peace terms the moral victor would be Ser- 
bia, simply because it had held out for so 
long against so powerful a coalition. 

Even the Pentagon, in its most self-con- 
gratulatory moments, has acknowledged 
that the campaign against Serbia did expose 
some weaknesses. The credibility of its claim 
to be able to conduct two big local wars at 
roughly the same time looks distinctly 
strained, to say the least. 

For example, the Pentagon was only just 
able to field enough “jammers”—aircraft 
which use electronics to suppress enemy air 
defences—to keep the skies safe for its own 
bombers and those of its low-tech allies. As 
Anthony Cordesman, of the Centre for Stra- 
tegic and International Studies, points out in 
a forthcoming book, Serbia could have 
posed a much more deadly threat if it had 
called on Russia’s best technology by using 
s-300 surface-to-air missiles. Future adver- 
saries will take the point. 

There is also a broad consensus on the 


weapons that saved the day for Nato. Two 
sorts of satellite-guided bomb—one cheap, 
the other expensive, and both in embarrass- 
ingly short supply—have been singled out 
for laurels. One is the DAM or Joint Direct 
Attack Munition, a device costing around 
$20,000 which can be strapped on to a 
“dumb bomb” to give it deadly accuracy. 
The other is the Tomahawk land-attack 
cruise missile, which can accurately deliver 
explosive power from 1,000 nautical miles 
out to sea, at $ım a shot. 

The other technological star of the war 
was the uav, the unmanned aerial vehicle, 
which in Kosovo was used only for recon- 
naissance but can almost certainly be used 
for more violent purposes. The fact that the 
uavs could loiter over dangerous areas with- 
out risk to human life or at unbearable econ- 
omic cost (they are only $3m apiece) was of 
huge value. Up to 15 of these gallant ma- 
chines made the ultimate sacrifice. 

So much for the winners. Among the los- 
ers cited by the Centre for Strategic and Bud- 
getary Assessments, another Washington 
think-tank, is the whole principle of “tactical 
air power’—the powerful but relatively 
small and short-range fighters and bombers 
which have to be deployed, maintained and 
protected at far-flung bases around the 
world. The effectiveness of giant bombers 
based in the United States, such as the B-2, is 
on the other hand offered as evidence that 
this was a pretty good war for air power of 
the longer-range sort. 

Others agree with this assessment. Yet 
the supporters of “tac air” remain robust. 
The Pentagon is still preparing to spend more 
than $300 billion on three new types of tacti- 
cal aircraft: the F-22, which is one of the air 
force’s pet projects, the navy’s FA-18 E/F, and 
the Joint Strike Fighter which will serve all 
the services. There have, however, been 
some signs of a political backlash in Con- 
gress against “tac air”. Jerry Lewis, a Republi- 
can congressman whose half-desert district 
contains weapons-testing sites, led a suc- 
cessful move in October to stop the first pro- 
curement money for the F-22. He would 
rather spend the cash on more research. 

The fact remains that all these aircraft- 
building programmes are backed by power- 
ful lobbies in the armed forces, as well as by 
legislators whose districts contain the fac- 
tories which make the fighter-bombers. The 
result is that there is little evidence that de- 
fence planners are taking to heart what is 
perhaps the chief lesson of Kosovo. That 
would mean questioning the whole logic of 
manpower-intensive weapons systems 
such as fighter-bombers. 

In the Kosovo fight, the average $50m tac- 


27 





UNITED STATES 


tical bomber which took off from an airfield: 
in, say, Italy to drop its deadly load over Ser- 
bia had to be accompanied by a “strike pack- 
age” of electronic-warfare aircraft and refu- 


elling planes as well as interceptors to protect 
it from enemy fighters. Teams of highly 
trained rescuers had to be at the ready to re- 
cover pilots if they were shot down. And the 
tactical bombers that were not: operating 
from land bases needed billion-dollar air- 
craft carriers to get them close enough to 
where the war was. Maintaining and pro- 
tecting all these forces at overseas bases was 
such an expensive and politically sensitive 
business that it apparently makes sense for 
the American air force to send $2-billion, 
two-man B-2 bombers, each of which can 
drop up to 32 big bombs or missiles, direct 
from the United States to anywhere in the 
world, and then have them fly home again. 

Avoiding casualties is a costly business. 
So would it not be a good idea to put some of 
the money instead into the development of 
unmanned aerial vehicles which can do ev- 
erything a piloted aircraft can? Within a de- 
cade or so, uAvs could be as effective as 
manned fighters at dropping bombs, air-to- 
air combat and silencing the enemy’s air de- 
fences. Yet there remains a powerful bureau- 
cratic resistance to the development of a 
technology which could make a generation 
of much-loved aircraft irrelevant. 

The Kosovo war poses a similar chal- 
lenge to naval planners. If the main purpose 
of sea power is to deliver explosives to targets 
on land, is there not some cheaper way of do- 
ing it than building aircraft carriers which 
cost $5 billion each, and need an armada of 
other ships to protect them? An alternative 
exists in the idea of small “arsenal ships” 
which could be packed with every known 
type of projectile, and yet need a crew of 
only 50 (compared with a big carrier’s 5,000) 
and cost only about $500m. But so far the na- 
vy has shown hardly any interest in these 
deadly little boats. It plans to build up to 30 
small new destroyers, which need fewer 
men than the existing sort; but this is only 
half a step forward. And it still intends to 
build three new carriers. 

Vago Muradian, who keeps an eye on 
military matters in Washington, says that 
there is support for radical changes in de- 
fence technology—including unmanned 
aircraft, arsenal ships and airborne lasers— 
at the highest levels of the Pentagon, and 
among junior officers. The resistance comes 
chiefly from middle-ranking officers who 
cannot bear to wave goodbye to the weap- 
ons with which they have grown up. So it is 
just a matter of time, reckons David Books- 
taber, an air-force lieutenant who has writ- 
ten a lot about uavs. “In the near future, un- 
manned weapons systems will prevail over 
their manned equivalents by every indica- 
tor,” he predicts. “To products of the Ninten- 
do generation like myself, that’s obvious.” 
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Nasty isn’t nice 


HE question to Al Gore was polite and 

straightforward: please outline the differ- 
ences between yourself and Bill Bradley. The 
reply took the room of New Hampshire vot- 
ers aback. Mr Gore savaged Mr Bradley, ac- 
cusing him of everything from harming race 
relations to betraying the party by leaving 
the Senate after the Republican victory of 
1994. He has even sneered at him foremploy- 
ing the advertising agency that produced the 
notorious Joe Camel advertisements (which 
were so successful with teenage smokers). 
How low can you stoop? 

Obviously, elections exaggerate differ- 
ences between candidates. But the current 
battle goes beyond that. When Mr Bradley 
denied the vice-president’s charge that he 





was proposing a tax increase (to finance his 
health-care plans), the Gore camp shot back: 
“One day he says he'll consider new tax- 
es...The next day he says he didn’t really 
mean it.Can we trust Bill Bradley to keep the 
economy strong?” So Mr Bradley wheeled 
out Paul Volcker and Henry Kaufman, twoof 
Wall Street’s grand old men, to say that yes, 
they trusted him. The Gore campaign retort- 
ed that Mr Bradley was changing the subject 
and name-dropping. As Stephen Hess of the 
Brookings Institution puts it, Mr Gore is op- 
erating on the margin between aggression 
(good) and meanness (unacceptable). 

The good news for Democrats is that at 
least this fight is not ideological. Under Bill 
Clinton, the party’s traditional Balkan divi- 
sions—blue-collar unions versus middle- 
class liberals, cold warriors versus déten- 
tistes, southern conservatives versus radical 
lobbyists—have either lessened with time or 
been papered over. The Republican victory 







of 1994 provided an awful warning of the 
dangers of leaning too far left, and both 
Messrs Gore and Bradley have fitted into the 
prevailing centrist ideology. 

Both support the current McCain-Fein- 
gold proposal to ban soft money—unregu- 
lated contributions from special-interest 
groups. Both want to rewrite the Freedom to 
Farm Act to provide a safety net for farmers. 
Both want licensing and safety-testing of 
handguns. Both want to increase public 
spending on pre-school programmes and on 
health care, though Mr Bradley’s plan 
would, as Mr Gore constantly points out, be 
more expensive than Mr Gore’s. Despite the 
grandstanding, their views about raising tax- 
es are the same: only in unforeseen circum- 
stances. And, unlike the 
Republicans, both fa- 
vour more involvement 
in collective internation- 
al decision-making. 

The slight differ- 
ences of substance are 
hardly enough to ac- 
count for the current bit- 
terness. That has come 
about because of differ- 
ences in style. In the past 
few weeks, Mr Gore has 
reverted to the attack- 
dog mode that served 
him so well in previous 
campaigns, such as the 
one in 1988 when he sav- 
aged Michael Dukakis 
(another north-eastern 
centre-left Democrat) 
for being soft on crime. 

Normally, savagery 
would be astute. Democratic politics is lit- 
tered with the corpses of high-minded poli- 
ticians who maintained their gentlemanly 
forbearance right up to the point where they 
were chopped off at the knees. In 1992, Paul 
Tsongas, yet another low-key north-eastern- 
er, was destroyed by Mr Clinton’s pit-bull at- 
tacks on—guess what—his health-care pro- 
posals. Such attacks can be hard for 
candidates of “integrity” to respond to with- 
out damage to their aura of saintliness. Mr 
Bradley is facing this problem too, which is 
why he is reacting defensively rather than 
going on the offensive himself (by, for exam- 
ple, bringing up the vice-presidents 1996 
fund-raising activities at Buddhist temples). 

Conventional wisdom holds that you 
cannot win by holding back: voters, while af- 
fecting todislike “negative campaigning”, do 
respond to it. This time, things are not so cer- 
tain. In last year’s fight for the Democratic 
nomination to be governor of California, the 
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candidate who went negative lost ona grand 
scale. And in the Democratic presidential 
contest, despite reports to the contrary, there 
has been no significant change in the candi- 
dates’ polling numbers. Mr Bradley is slight- 
ly ahead in New Hampshire, the state that 
holds the first primary in six weeks’ time; Mr 
Gore remains way ahead in the country as a 
whole. But he is not restoring his former lead. 

This is cold comfort for Mr Bradley, be- 
cause Mr Gore is doing something just as im- 
portant. He has stopped his rival’s momen- 
tum. Broadly, campaign strategies can be 
divided into two—those that build momen- 
tum at the end and those that use the advan- 
tages of being a front-runner to crush their 
opponents. The foreshortened primary cal- 
endar, under which a decision may well be 
made by March 7th, when California and 1 
other states hold their primary elections, 
leaves little time to build up momentum. 
That gives the advantage to the front runner: 
Mr Gore. 

There is just one problem. Assuming he 
wins, he will have to live with the conse- 
quences of his campaigning style. His attacks 
have gone down badly with some activ- 
ists. Yet Mr Gore will need the help of all ac- 
tivists in the general election, including Mr 
Bradley’s supporters. It is too soon to say that 
they have been alienated. But compared 
with the Republicans, where the debate has 
been less bilious and the front-runner, 
George W. Bush, should have no trouble un- 
iting everyone should he be nominated, the 
Democrats are in danger of dividing again: 
not over ideology, this time, but tactics. 

ill 





The Mississippi governor's race 
Vox populi 
silenced 


NATCHEZ 


ISSISSIPPI is a state that has suffered 

greatly, and still suffers, from its past. It 
is near the bottom of most national lists on 
topics ranging from economic growth to 
education. Years after the end of legal segre- 
gation, this state—with the highest propor- 
tion of blacks in the country—is still haunted 
by it, as it is by the disappearance of King 
Cotton from the fields. Now, thanks to an ar- 
chaic law, Mississippians are having to wait 
for weeks to discover the outcome of the 
state governor's race. 

In early November, voters went to the 
polls eager to decide between Ronnie Mus- 
grove, the Democratic lieutenant-governor, 
and Mike Parker, a Republican congressman 
(and former director of a funeral parlour). 
The incumbent governor was at the end of 
his permitted stint in the office, and Missis- 
sippians were more than ready for a new 
one. Kirk Fordice had his good points. The 
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AUSTIN, TEXAS 


HE shape of important events usually 

becomes clearer with the passage of 
time—unless, that is, the conspiracy theo- 
rists have a say in the matter.On Decem- 
ber 8th, a Memphis jury ruled that the as- 
sassination of Martin Luther King in 1968 
was the work not of James Earl Ray, who 
was charged with it, but of an elaborate 
network of Memphis businessmen, mob- 
sters and government agencies. 

The verdict ended a month-long 
wrongful-death civil lawsuit brought by 
the King family, who have long sub- 
scribed to conspiracy theories about the 
death of the civil-rights leader. Officially, 
the defendant in the case was Loyd Jow- 
ers, a Memphis bar owner who, the plain- 
tiffs alleged, hired a hit man to kill King. 
Yet the real targets of William Pepper, a 
lawyer for the King family, were the c1a, 
the Green Berets, British and Canadian in- 
telligence, and defence contractors. 

Mr Pepper argued that King became a 
threat to all these groups when he began 
opposing the Vietnam war, and therefore 
they conspired with Mr Jowers to have 
him killed. During his closing arguments, 
Mr Pepper even argued that the media 
have perpetuated the myth that Ray 
killed King because most of the media are 
c1a-controlled. 

Most lawyers have dismissed the en- 
tire case as a fraud, arguing that only an 
apathetic judge (who often dozed off dur- 
ing the proceedings) saved it from being 
thrown out of court. Yet members of the 
King family praised the verdict for bring- 
ing a conclusion to the family’s 30-year 
search for the “truth” about the Memphis 
assassination. Dexter King, one of King’s 
sons, said in a post-trial press conference 
that the plot to kill his father was “the 
most incredible cover-up of the century.” 

The family aligned itself with Mr Pep- 
per after he published “Orders to Kill”, a 
1998 conspiracy tract that prompted Dex- 
ter King to visit Ray in prison for a tele- 
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Conspiracy in Memphis 





Pointing at the CIA 


vised reconciliation. (Ray died there last 
year, insisting to the end that he had been 
framed.) According to David Garrow, 
who wrote a Pulitzer prize-winning bio- 
graphy of King, the conspiracy theories fill 
an emotional need of his family and 
friends to explain the assassination as 
something larger than the act of one mad- 
man. Coretta Scott King, his widow, has 
persuaded the Justice Department to in- 
vestigate several of the conspiracy angles. 
Yet few people believe that this (or the ver- 
dictin the civil trial) will result in any new 
criminal charges. 
Nevertheless, a Hollywood account of 
the assassination may soon be playing ata 
cinema near you. The King family has sold 
the film rights to Oliver Stone, the man 
who once involved the c1a, the rat and 
the whole military-industrial complex— 
plus Lyndon Johnson—in the murder of 
President Kennedy. One shudders to 
think what he will do with the King case. 








first Republican governor elected in Missis- 
sippi since 1874, he had worked hard to win 
the state more investment. But his private life 
had become increasingly exotic. He was bad- 
ly injured in a car crash on the way to Mem- 
phis to see a childhood sweetheart with 
whom he was said to be having an affair, and 
the same allegation caused him to resign 
from Dan Quayle’s floundering presidential 
campaign in the autumn. He and his wife 
have just filed for divorce. 

Choosing a governor, though, was not a 
simple task. Both candidates stumped vigor- 
ously all through the state, visiting country 


fairs, kissing babies and inviting celebrities 
to help their causes. In early October, Mr 
Musgrove held a $100-a-person reception 
featuring John Grisham, a native son and 
best-selling author. A day later, decidedly 
not to be outdone, Mr Parker played host to 
George W. Bush ata $1,000-a-plate luncheon. 

The effort paid off, for both of them. Mr 
Musgrove, who was dealing hard blows to 
Mr Parker, received 8,300 votes more than 
his opponent in the election on November 
2nd. But because he did not get at least 50% of 
the popular vote or a majority of the elector- 
al vote, as required by Mississippi’s constitu- 
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tion, the decision has gone to the state’s 
House, a Democrat-dominated body that 
will probably rubber-stamp Mr Musgrove’s 
election on January 4th. 

This peculiar arrangement was inserted 
in the state’s constitution after Reconstruc- 
tion, in the 1860s, to blunt the political power 
of newly enfranchised blacks. In effect, it sti- 
fles the voice of the people. The lawmakers 
are not required to cast their vote according 
to who won most votes in their districts: they 
can vote for whichever candidate they 
choose. Asa result, the next governor will be 
picked not by the ballot box but by lobbying 
and behind-closed-doors deals; and the fact 
that the candidate chosen by the House will 
probably be the one originally chosen by the 
voters—Mr Musgrove—does not make the 
process any prettier. 

Some Republicans, including Mr For- 
dice, think a graceful withdrawal might be 





Parker, Musgrove, nothing in it 


the best option for their party. But Mr Park- 
er’s stoutest supporters will not concede that 
their candidate has lost. The Parker camp re- 
cently discovered a way to complicate mat- 
ters still further, by finding yet another an- 
cient twist in the rules. 


The law requires any statewide candi- 
date to win a majority of electoral votes. 
Each of Mississippi's 122 state House districts 
represents one such vote. The secretary of 
state’s office in Mississippi has certified nei- 
ther the popular vote total nor the electoral 
count, but a study by local journalists indi- 
cates that the electoral count is a tie: 61 to 61. 
This means that, even if the lawmakers go for 
Mr Musgrove, he will still not technically 
have won theelection. 

In the end, the legacy of the Parker-Mus- 
grove battle could be written into the state’s 
constitution. Members of the House are al- 
ready talking of passing an amendment to 
strip away the post-Reconstruction provi- 
sions, and thus allow the people of Missis- 
sippi to elect their governor on their own. As 
it stands, democracy in the Magnolia State 
seems to be ina pretty wilted condition. 

a 








CHICAGO 


HE city of Chicago has not been short 

of wheezes for celebrating the millen- 
nium. More than 100 official parties will be 
held in various parts of the city, which has 
even commissioned a new dance, The Mil- 
ly, to mark the occasion. (Sample lyrics: 
“Walk on down to Magnificent Mile/Boo- 
gie to the beat with that Sosa style!) How 
could you not tap your feet? 

Biggest and grandest of all, however, 
will be the International Millennium Din- 
ner on new year’s eve. When the city was 
searching for good ideas, Mayor Richard 
Daley tossed the problem out on the In- 
ternet. The winning suggestion came by e- 
mail from Bernardino de Vincenzi in Vige- 
vano, Italy: Chicago should sponsor a party 





Bring us your humble party-goers 


to which it would invite two people from 
every country in the world. “But not vip,” 
Mr de Vincenzi insisted, in a message apol- 
ogising profusely for his English. “Only 
simple citizens.” 

The city reckons it will pull it off. More 
than 200 invitations were sent to ordinary 
folk around the globe. Each invited guest 
can bring a companion of his or her choice; 
all travel and accommodation costs are 
paid for, by a variety of sponsors. Those ex- 
pected to attend range, by country-alpha- 
bet, from an Afghan farmer to a Zimba- 
bwean owner of a day-care centre. There 
will be a pearl diver (French Polynesia), a 
croupier (the Bahamas), a sheep farmer 
(Falkland Islands), a taxi-driver (Britain), a 


Instructions for The Milly: Mayor Daley please note 
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hair-stylist (Burkina Faso). The process of 
finding these ordinary people was pretty | 
ad hoc. The party’s planners, who concede 
that the project began as a “huge geogra- 
phy lesson”, tapped local consulates, inter- 
national organisations, universities, sister- 
city programmes and anyone else who 
might put them in touch with not very im- 
portant persons. 

Disputes that have taken countries to 
the brink of war—and sometimes over it— 
have been ceremonially put to one side. 
There will be guests from Israel and Syria, 
from China and Taiwan, from the Falkland 
Islands and Argentina. Geopolitics, how- 
ever, could not be avoided entirely. There 
will be no guests from North Korea. Cuba 
will be represented by a Cuban now living 
in Miami. Still, in one sign of possibly im- 
pending reconciliation, an Iranian archae- 
ologist is expected to be there. And Mr de 
Vincenzi will of course be | 
there too, with three guests: 
his wife and two daughters. 
He has never been to Chica- 
go, though he says he loves 
italready. 

The logistics are not ea- 
sy. The guests from the Pit- 
cairn Islands have already 
begun the first leg of their 
trip to Chicago, in a sailing 
boat. For the second leg of 
the trip the city provided 
them with twosets of airline 
tickets: one in case the pre- 
vailing winds blow them to 
New Zealand, a second in 
case they end upin Panama. 
And then there will be the 
weather in Chicago, likely 
tobe fierce. As one organiser 
lamented, “Half of the 
world has no coats.” 
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The First Lady's second chance 


HERE must have been plenty of times over the years, given 

what the world now knows about them, when Hillary Clinton 
dreamed of putting some distance between herself and her hus- 
band. Now, as her campaign to become a senator for New York 
gathers pace, she is at last getting achance to fulfil thatdream. She is 
spending more time living in the state that she hopes to represent; 
and she is also putting some light between herself and her presi- 
dential husband on a growing range of issues, from the economic 
(federal subsidies for New York hospitals) to the highly emotional 
(the “Don’t ask, don’t tell” policy for homosexuals in the American 
armed forces). 

Mrs Clinton’s candidacy is drawing attention for all sorts of 
reasons. For one thing, she is the first presidential spouse to move 
on from her husband’s penumbra to run for office in her own 
right. She is also a polarising personal- 
ity who is engaged in one of the most 
delicate political operations imagin- 
able, creating a distance from her 
husband without opening up a rift 
with him. But the biggest reason for 
the interest is that people think that 
her campaign may finally reveal the 
solution to a conundrum that has 
puzzled America for years. 

Is Mrs Clinton the real power be- 
hind the throne, the brains, backbone 
and guts of the Bill-and-Hillary part- 
nership, as many in her camp have 
long argued? Or is she a free-rider, a 
woman who could never make it on 
her own, but who has used her hus- 
band’s political genius to exercise 
power without accountability? 

So far the auguries do not look 
good for the Hillary camp. Her belat- 
ed discovery that she is a Yankees fan 
served only to emphasise her status 
as a carpetbagger. Her attempts to 
pander to New York’s militant minor- 
ities have repeatedly backfired, most famously when she en- 
dorsed her husband’s pardon of a bunch of Puerto Rican national- 
ists, only to backpedal later. Then, more recently, she declared that 
she wants to march in the St Patrick’s Day parade, only to learn that 
New York’s gays are locked in a furious dispute with the parade’s 
organisers. 

She is also treading on dangerous ground when she accuses 
Rudolph Giuliani, New York’s mayor and her likely competitor for 
the Senate, of “criminalising the homeless”. New Yorkers may not 
be as hard-hearted as they like to appear. But they do not want to 
go back to the days when the streets were a panhandler’s paradise. 

Some of Mrs Clinton’s fumblings result from her ambiguous 
status, part official figure, part candidate. Jewish groups lam- 
basted her for sitting in silence while Yasser Arafat’s wife launched 
intoan anti-Israeli rant. But as first lady she has learned that silence 
is usually the best course. Mayor Giuliani has accused her official 
aeroplane—a small 15-seater—of delaying regular commercial traf- 
fic at La Guardia airport, and his supporters have repeatedly 
bitched about her secret service guards. But for the country’s First 
Lady a retinue is not an optional extra. 

Other fumblings can be explained by the fact that she is a new- 
comer to New York’s high-voltage politics. Yet a glance at her past 





cision to keep her maiden name when she got married (despite the 
fact that she was living in Arkansas), to her dismissal of women 
who stay at home and bake cookies, she has repeatedly revealed a 
tin ear for politics, Mrs Clinton was responsible for one of the great 
policy fiascos of recent decades: an elaborate plan to reorganise 
America’s health-care system that was meant to be the centrepiece 
of the first Clinton administration but, for lack of political prepa- 
ration, died as soon as it reached Capitol Hill. On the scandal front, 
she was up to her elbows in Travelgate and Filegate. And it was Mrs 
Clinton’s stonewalling over Whitewater that led to Kenneth Starr's 
investigation and, by extension, to the whole impeachment fiasco. 

Mrs Clinton is one of the best public speakers in the business. 
She is also relentlessly organised and focused. (Even a casual meet- 
ing with her elicits.a note about how good it was to meet you.) In 
the White House’s darkest moments 
it has usually been Mrs Clinton who 
has organised the defences and stiff- 
ened the troops’ morale. In October 
1998 she stormed across the country 
boosting endangered candidates, 
raising money for her party and lam- 
basting the “right-wing conspira- 
cy’—carrying the banner, indeed, 
while her husband stayed in the 
shadows. 

Yet she lacks two qualities that 
her husband possesses in spades. The 
first is a capacity for moral ambiguity. 
Mrs Clinton not only disagrees with 
her opponents. She regards them as 
moral reprobates--members of a 
great reactionary plot that must be 
foughtat all costs. 

Her second lack is the human 
touch. Mrs Clinton’s tin ear is the re- 
sult of her deep lack of interest in 
people, at least as living, feeling indi- 
viduals. It never occurred to her dur- 
ing the health-care battle that, in deal- 
ing with politicians, you need to stroke their egos as well as dazzle 
them with your intellect. And she is even less sympathetic when it 
comes to dealing with what one citizen of her newly adopted 
home state once referred to as “the little people”. One Clintonol- 
ogist argues that she has “a high usefulness quotient’” itis only use- 
ful people she cosies up to. “She never offered us a cup of coffee,” 
complained one member of her police detail back in the Arkansas 
days. “She was like a robot. Her actions were that way to anybody 
who wasn’ton her level. You were just in her way.” 

The problem with the debate about who is the real power in 
the Clinton partnership is that it misses the point: they both are. 
The crises that have punctuated the president’s career have repeat- 
edly underlined how much Bill needs Hillary’s backbone and 
moral absolutism. Now the first lady’s fumblings in New York are 
underlining how much Hillary needs Bill’s political instincts. 

Ever since they met at Yale in 1970 they have been one of the 
great political partnerships, held together by their differences. But 
anex-presidentis hardly likely to make a new career as acampaign 
manager; and Mrs Clinton can hardly become a political player in 
her own right if she is seen as her husband’s catspaw. Mr Clinton’s 
great good fortune was that he could make his career as the front 
man of a partnership. Mrs Clinton’s great problem is that, to suc- 
ceed, she has toleave that partnership behind. 





suggests that in fact her problems godeeper than this. From her de- 
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Chile’s centre-left, disconcerted 


in victory 


SANTIAGO 


The presidential election has torn up the pattern of a decade of Chile’s 
refounded democracy. It gives the conservatives a real chance of returning to 
power far sooner than most of them had expected 


N DECEMBER 13th, the day after Chile’s 

presidential vote, Joaquin Lavin, the 
right-wing candidate, slipped out of Santia- 
go, the capital, and flew to the remote north 
to give thanks at the desert shrine of La Tir- 
ana, whose Virgin is an object of popular de- 
votion. The gesture said much about the 
man—he is a member of Opus Dei, a clan- 
nish conservative Catholic movement—but 
more about the result. Mr Lavin had huge 
cause for gratitude. 

Only a few months ago, 
Ricardo Lagos, of the centre- 
left coalition (known as the 
Concertacion) that has gov 
erned Chile since 1989, looked 
certain to become the coun- 
try’s next president. Not even 
Mr Lavin's own supporters 
had much faith in their man’s 
chances. But in the event Mr 
Lavin won 47.5% of the votes, 
just 30,000 fewer than Mr La- 
gos, and forced a run-off ballot 
on January 16th. There was no 
doubt which side saw victory 
in the result. Mr Lagos, a mod- 
erate socialist, looked tired and 
dispirited, and his campaign 
staff cancelled a party planned 
at a Santiago hotel. Mr Lavin, a 
former mayor of Las Condes, 
one of Santiago's richest sub- 
urbs, was all smiles. His supporters jubilan- 
tly took to the streets. 

On paper, Mr Lagos ought still to be the 
favourite to win the run-off, since he should 
pick up most of the 4% of the vote that went 
to four minor candidates on Sunday. Three 
of these were left-wingers, including a Com- 
munist who won 3%. But in seeking these 
votes, Mr Lagos cannot afford to alienate the 
centre. 

Mr Lavin, on the other hand, has some 
powerful advantages. He has momentum, 
and the look of a winner. “If people voted for 
Lavin, when the polls said Lagos would win, 
imagine how they'll support him in Janu- 
ary,” says Pablo Longueira, one of his aides. 
Mr Lavin seems blessed with inexhaustible 
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A resurgent right leaves Lagos perplexed 


stamina. And his campaign, unlike that of 
his opponent, has no money worries: Chile's 
fiercely right-wing businessmen are del- 
ighted at his success so far, and are likely to 
dig deep for a final push. Any doubts busi- 
ness may have had about backing him have 
probably been removed anyway by a 
botched government vote-gatheringexercise 
last month; this tried to revive a plan to re- 
form Chile’s labour law by extending collec- 
tive-bargaining rights. 


Even if he loses in January, Mr Lavin has 
already changed Chile's political landscape, 
by bridging the deep cleft that for the past 
quarter-century has split the supporters and 
opponents of General Augusto Pinochet's 
dictatorship (see chart on next page). Since 
democracy was restored in 1989, a majority 
of Chileans have backed the centre-left, the 
dictatorship’s opponents. In topping the 44% 
that General Pinochet secured in a 1988 pleb- 
iscite on his rule, Mr Lavin seems to have 
shown that for many Chileans other issues 
matter more than the dictatorship (which he 
served in a minor role as an economist). 

Few analysts expected the pattern of 
Chilean politics to be upset so quickly. But 
circumstances were unusually favourable 





for Mr Lavin, and he seized his chance. First, 
after a decade of fast economic growth, 
achieved partly because the Concertacion 
maintained the dictatorship’s free-market 
economic policies, Chile has suffered a 
sharp recession over the past year, The slow- 
down and the job losses have been all the 
more painful because Chileans had grown 
used to an ever-brighter economic future, 
and had borrowed accordingly. 

The recession was chiefly caused by a 
plunge in world prices for Chile’s commod- 
ity exports, and recovery has now begun. But 
it undermined the popularity both of the 
Concertacion government of President 
Eduardo Frei, a plodding and uninspired 
Christian Democrat, and of Mr Lagos, who 
ran a worthy but old-fashioned campaign, 
promising voters a fairer society, built gradu- 
ally through positive discrimination for the 
disadvantaged, better state education and 
improved health services. 

Mr Lavin, by contrast, skilfully cashed in 
on the government's misfor- 
tunes. For all his commitment 
to market economics, he ran a 
campaign tinged by populism, 
offering tangible improve- 
ments, such as jobs and better 
services, many of them imply- 
ingnew government subsidies, 

Ironically, Mr Lavin was 
also helped by the arrest last 
year and continued detention 
in London of General Pinochet. 
The general's absence has 
shown the relative powerless- 
ness of the armed forces, and 
encouraged the courts to be 
bolder on human-rights issues. 
It also allowed Mr Lavin to dis- 
tance himself from the dicta- 
torship. That seems to have al- 
lowed him to win over voters 
in the centre who only a year 
ago would have balked at his political past. 
In an election for Congress in 1997, the right 
took only 38% of the vote; many of the extra 
votes that Mr Lavin added on Sunday seem 
to have come from supporters of the centrist 
Christian Democrats, now disillusioned and 
mistrustful of Mr Lagos as a socialist. 

Elsewhere in South America, the issues 
outstanding from the transition from dicta- 
torship to democracy were settled fairly 
swiftly. But not in Chile: General Pinochet's 
constitution remains in force, only partially 
amended; the Concertacion has been un- 
able to change it further because the 48-seat 
Senate contains a blocking minority of nine 
unelected members, four of them chosen by 
the armed forces. Moreover, the where- 
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abouts of most of the bodies of those who 
disappeared during the dictatorship are still 
unknown. But such issues would not figure 
prominently on the agenda of a Lavin gov- 
ernment. 

Whatever happens on January 16th, the 
Concertacion will control the lower house of 
Congress, at least until the election in 2001. 
But Mr Lavin says that Chile’s strongly presi- 
dential system would allow him to govern 
effectively. Like General Pinochet himself, he 
has little time for political parties, favouring 
decisive executive action. The two conserva- 
tive parties that support Mr Lavin were 
pushed intoa back seat during his campaign, 
their flags not allowed at rallies and their 
politicians excluded from his campaign 
broadcasts. He has said that he would pick 
his government from among the most able, 
irrespective of political allegiance. 

But he has not won yet. Mr Lagos still has 
a chance, if he can refashion his campaign. 
Both men must try to woo the 10% of regis- 
tered voters who did not turn out on Sunday. 
But January’s run-off falls in the middle of 
Chile’s summer holidays. As well as an ago- 
nisingly close contest of opinion, the second 
ballot will be an unusually stiff test of the 
voters’ dedication. 
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Argentina 
Budget battles 


BUENOS AIRES 


HE new president of Argentina, Fenman- 

do de la Rua, is not given to extravagant 
promise or flamboyant gesture. True to char- 
acter, he has spent his first few days in office 
trying to curb the fiscal deficit, and outlining 
some modest measures against crime. And 
he has also quickly run up against what is 
likely to be his biggest problem: how to gain 
backing for his programme from a Congress 
controlled by his Peronist opponents, while 
also satisfying his supporters’ desire for 
change. 

Mr de la Rua’s first battle is over the bud- 
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get. Itis one he had hoped to settle before he 
took office on December 10th. His aides had 
persuaded Peronist provincial governors to 
accept a temporary cap in transfers of feder- 
al tax revenues, but the deal was approved 
by the Senate only after much foot-dragging. 
And Mr de la Rua’s team are still fighting for 
approval of two other elements of its fiscal 
squeeze: a $2.2 billion set of tax increases (in- 
cluding income-tax rises and the elimination 
of some exemptions from vat) and the bud- 
get draft itself. 

That prompted some sharp words from 
Mr de la Rua in his inaugural address. He 
blamed his opponents for going back on a 
promise toco-operate with the incoming ad- 
ministration. He also blamed his predeces- 
sor, Carlos Menem, for leaving a recession 
that isonly now starting to ease, a fiscal defi- 
cit set to reach more than $6 billion (or 2% of 
Gpr year) this year, and a legacy of corrup- 
tion and administrative inefficiency. 

In fact, Mr de la Rua is likely to get his aus- 
terity measures through, even if he has to 
compromise on some of the details. Though 
the financial markets have recently taken a 
slightly more relaxed view of Argentina’s 
problems, under the country’s rigid cur- 
rency-board scheme any firm recovery from 
its current lengthy recession depends on in- 
flows of money from abroad. Paradoxically, 
the tax increases would be expansionary if 
they improved international confidence, 
points out Freddy Thomsen of inc Barings, 
an investment bank. In any event, Mr de la 
Rua can argue he has little alternative to aus- 
terity:a law approved this year with the sup- 
port both of his Alliance and of the Peronists 
obliges the government to eliminate the defi- 
cit by 2003. 

With little leeway to increase social 
spending, the new president announced a 
sketchily defined package of structural re- 
forms, so at least money might be better 
spent. He also promised measures to fight 
crime, including stiffer penalties for the ille- 
gal use of guns, and a war on corruption. But 
it is unclear whether in practice this will go 
beyond the investigation of a few symbolic 
scandals, notably the state-run pensioners’ 
health-care system, which is a traditional 
cash cow milked by corrupt officials. 

“Given the economic situation, it would 
help the government if an important former 
official were jailed, otherwise disillusion- 
ment will set in,” says Ricardo Rouvier, a 
pollster. But Mr de la Rua must balance in- 
vestigating the misdeeds of his opponents 
with seeking their support in Congress. 
Some, at least, of his proposed reforms will 
need to be negotiated with the opposition. 

The search for bipartisan consensus has 
little historical precedent in Argentina. It is 
made more laborious (though also perhaps 
more possible) by the disarray in Peronist 
ranks. For now, power has ebbed away from 
Mr Menem, but he has no obvious successor. 
The Peronist governors of the more powerful 





provinces, such as Buenos Aires, Santa Fe 
and Cordoba, are all potential candidates for 
the next presidential contest in 2003. But 
they lack the power to deliver the rest of the 
party, as the Alliance discovered after strik- 
ing its deal on revenue transfers with them. 
Several factors are, however, working in 
Mr de la Rua’s favour. Having won more 
votes than the Alliance’s candidates for 
Congress and governorships in October's 
election, he has little to worry about on his 
own side. He showed that by naming a cabi- 
net full of competent technocrats, though it 
is not wholly free of cronies and party hacks. 
And given Argentina’s economic woes, the 
Peronists have little to gain by being seen to 
be needlessly obstructive. 
: pedantic acta one 





Colombia 


Guerrilla law 


SAN VICENTE DEL CAGUAN 


SMALL ranching town in the tropical 

eastern foothills of the Colombian 
Andes, San Vicente has a mayor and a 60- 
man civic police force. But everyone in the 
town knows who holds the power. Guerril- 
las from the Revolutionary Armed Forces of 
Colombia (rarc) regularly patrol the streets. 
The rarc has an office in the main square, its 
walls adorned with posters of Che Guevara, 
Lenin and the guerrillas’ own commanders. 
Inside, the queue of petitioners is rather lon- 
ger than that outside the mayor’s door. “Iam 
supposed to be the authority here, but what 
can I do? They have lots of guns, so who do 
you think the people listen to?” complains 
Edwin Valdez, the acting mayor. 

The rarc has long controlled the coun- 
tryside around San Vicente. Last year, to get 
peace talks going, President Andres Pastrana 
agreed to withdraw the army from San Vi- 
cente and half a dozen other small towns to 
create a “demilitarised zone” of 42,000 
square kilometres (16,000 square miles). But 
the talks have moved slowly, and the war 
has continued. 

On December 12th, the Farc staged a 
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devastating attack on a remote naval base at 
Jurado, close to Colombia’s border with Pan- 
ama, reportedly killing at least 45 marines 
and suffering few if any casualties. That fol- 
lowed several months in which the armed 
forces had seemed to have the better of the 
fighting. Such reverses fuel criticism of Mr 
Pastrana’s handling of the peace process— 





and especially of the creation of 
the demilitarised zone, which crit- 
ics say has become a haven for the 
FARC, where it can (and does) re- 
cruit, train and raise finance with- 
out fear of interference. 

Intelligence sources believe 
that at least 4,000 FARC guerrillas 
(out of a total of perhaps 17,000) 
are permanently in the zone. The 
number swells when FARC 
“fronts” (columns) from else- 
where pass through, for retraining 
or to receive better weapons. Most 
of the guerrillas on the streets of 
San Vicente carry AK-47 rifles, but 
their commanders drive into town 
in new 4x4 vehicles without licence plates, 
their bodyguards clutching new American 
AR-15 rifles. 

Residents complain that the rebels con- 
tinue to recruit, especially the young. “Fam- 
ilies come to me and tell me their relatives 
have been taken by the Farc, arrested or rec- 
ruited, and ask me to do something. So I send 
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another request for information from the 
FARC, Which they ignore,” says Mr Valdez. 
Justice, too, is largely in the Farc’s hands. 
“There are abuses of human rights here, but 
people are too scared to come to us,” says 
Maria Villegas, the local representative of the 
national ombudsman’s office. The rarc has 
its own “Office of Complaints and Claims”. 
A FARC comandante sits in judgment on up 
to 200 cases a month, involving everything 
from land disputes and debts to cases of 
marital infidelity. 

“We help with local justice as people 
havea lot of confidence in us and the state ju- 
dicial system is so slow and bureaucratic,” 
explains Comandante Mauricio, the FARC 
community officer for San Vicente. But the 
FARC admits unapologetically to having 
murdered 11 civilians in the zone, whom it 
says were spies or right-wing paramilitaries. 
This is “revolutionary justice”, it says. 

Though much of the rural population 
supports the FARC, businessmen and ranch- 
ers in San Vicente feel abandoned. Those 
whocould afford to have left the town. Many 





LIMA 


N ALMOST a decade as Peru’s president, 
Alberto Fujimori has been a political au- 
tocrat and an economic free-marketeer. 
But recently, after several years of fast 
growth, Peru’s economy, like those of ma- 
ny of its neighbours, has stalled. That is 
awkward for Mr Fujimori: a presidential 
election is due in April. He will not declare 
his intentions until later this month, but he 
is expected to run, and probably to win. 
But opinion polls show the voters wor- 
ry most about jobs and incomes. That is 
why Mr Fujimori has recently swerved to- 
wards populism, posing improbably as the 
chief critic of his own economic policy. 
Having presided over one of Latin 


state-asset sales, Mr Fujimori has become a 


state oil refineries, hydroelectricity plants 
and water companies—for now, at least. 
And having opened his country to freer 
trade, at last month’s Ibero-American sum- 
mit he attacked globalisation, blam- 
ing its “bad side” for Latin America’s 


America’s more radical programmes of 


critic of privatisation, refusing to sell off 


Tractors for votes in Peru 


already at dismal levels, has increased: 
according to the labour ministry, under 
45% of the workforce has a proper job, 
compared with some 50% a year ago. 

Mr Fujimori has resorted to old-fash- 
ioned deficit spending to try to prime the 
pump of growth. He has raised public-sec- 
tor wages by 16% (well above annual infla- 
tion, now at 4%). This year’s budget deficit 
is heading for 2.5% of Gop, double the target 
agreed on with the mmr as recently as June 
(though that is partly because revenues 
from privatisation will be only around 
$350m, compared with a target of $800m). 

The president has also trumpeted sev- 
eral pre-election giveaways. These include 
setting up a rural bank to give cheap loans 
to ailing farmers; exempting purchases of 
low-cost houses from sales tax; and, per- 
haps, a state-subsidised scheme to restruc- 
ture companies’ debts. A load of Japanese 
tractors and other farm machinery costing 
some $240m (or 0.4% of Gpp) is due toarrive 





Fujimori’s economics Peru's: 





economic woes. 

Peru was indeed hit by emerg- 
ing-market blues, but has suffered 
more from the aftermath of El Niño 
weather and low prices for its min- 
ing exports. Output has plunged in 
recent months, and so has govern- 
ment tax revenue (it fell 10.8% in real 
terms in the year to September), 
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just before the election, and will be donat- 
ed to mayors across the country. Much 
road-building is under way. 

Yet tractors aside, there is more show 
than substance to Mr Fujimori’s populism. 
Officials insist the new rural bank will be 
privately financed (and critics doubt it will 
happen). The debt-restructuring scheme 
announced by the industry ministry has 
been passed to the economy ministry, 
which is unlikely to contribute any public 
money toit. 

The governmenthas little room for ma- 
noeuvre: it must satisfy the ımF and the 
markets, as well as the voters. The imF has 
not yet approved this year’s accounts. It is 
likely to call for the trimming of the deficit 
to2%of Gpp next year, and to1%in 2001 (the 
ceiling to which it would then be restricted 
under a “fiscal responsibility” bill sent to 
Congress by Mr Fujimori). 

All this points to tax rises and a dose of 
austerity after the election—assuming Mr 
Fujimori wins. A re-elected Mr Fujimori 
would be likely, too, to rediscover his zeal 
for privatisation. Would that be enough to 
fulfil the government's forecast of growth 
of 5% next year? Probably not. Peru 
needs further reforms, such as anew 
legal code for land and water rights, 
as well as more energetic measures 
to tackle widespread poverty. Like 
that of Argentina’s Carlos Menem, 
Mr Fujimori’s reform drive has fal- 
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tered in the president's second term. 
But whereas the rules and institu- 
tions of Argentine democracy pre- 
vented Mr Menem from running for 
a third term, Mr Fujimori can do 
pretty much what he likes. 
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cannot. “Since the guerrillas took over, prop- 
erty and land prices have dropped to noth- 
ing. No banks will lend us money, and peo- 
ple will not do business with us,” says one 
fearful shopkeeper. Banco Ganadero, the 
area’s biggest bank, will accept only assets 
outside the zone as security for loans. 

About the only thing that does make 
money in the area iscoca growing. The police 
reckon that there are more than 10,000 hect- 
ares (40 square miles).of coca in the zone. 
Army commanders claim that as well as tax- 





Canada 


ing the drug trade, the rare uses the demili- 
tarised zone to smuggle drugs out of Colom- 
bia, and to bring weapons in: 

Officials argue that creating the zone was 
necessary to commit the rarc to the talks, 
and that its existence will make it harder for 
it to walk away from them. And for their part 
Colombia’s armed forces have, in practice, 
acquiesced at the bloody rule of right-wing 
paramilitary groups in other parts of the 
country. But none of that is much consola- 
tion to the residents of San Vicente. 


The centre stops being soft 


MONTREAL 


N THE face of things, the Clarity Bill un- 

veiled this month by the Liberal gov- 
ernment of Jean Chrétien has a modest and 
innocent aim summed up by its title: to min- 
imise the chance that any future referendum 
on secession by Quebec should be fogged by 
ambiguity over the options at stake. Yet, ifthe 
bill has immediately given rise to a cloud of 
invective, that was predictable: when it was 
tabled on December 13th, it was the first time 
in the 30 years since Quebec’s separatist 
movement emerged as a mainstream force 
that the federal government had taken the 
initiative over the secession question. 

The cue for this was a ruling by Canada’s 
Supreme Court in August 1998 that the fed- 
eral government would be obliged to negoti- 
ate secession for Quebec if a referendum 
with a “clear question” produced a “clear 
majority”. That seemingly diaphanous judg- 
ment in fact left its own murky question: 
what exactly does “clear” mean? The court 
said that it was not its business to give an an- 
swer. Neither does the Clarity Bill do so di- 
rectly. Instead, it sets out the proce- 
dure to be followed-—and it is one 
that outrages the separatists. 

The bill says, first, that al- 
though Quebec—or, indeed, any 
other province—is free to hold a 
referendum on secession, the 
question put to the people must 
first be vetted by the federal parlia- 
ment. To get its approval, the ques- 
tion would have to be direct and 
concise, and could make no men- 
tion of future economic or political 
partnerships with Canada. Inde- 
pendent statehood, or stay in Can- 
ada: none of the studied fuzziness 
of the questions put to Quebeckers 
in 1980 and again in 1995. 

Second, if the question is 
asked and the answer from the 
people is yes, the federal govern- 

“ment will once again step in, to de- 
cide if the majority is adequate. 
Factors the bill says should be tak- 
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en into account include the size of the major- 
ity, the turnout and “any other matters or cir- 
cumstances” considered relevant. So what 
might be considered a “clear” majority? 
That’s not, er, clear from the bill. But what the 
answer would not be is the traditional 50%- 
plus-one, according to Stéphane Dion, the 
federal minister for inter-governmental 
affairs, and the bill’s godfather. Only after 
the House of Commons determined that 
there was “a clear expression of the will of 
the population” would the federal govern- 
ment negotiate a secession agreement. 

“We are forcing them to be honest,” said 
Mr Chrétien, who overrode the misgivings of 
three senior Quebec ministers in tabling the 
bill. “Who can object?” Not many, perhaps, 
in the rest of Canada, still shaken as it is by 
the near-death experience of the 1995 refer- 
endum, which came within a percentage 
point of approving secession. But many 
Quebeckers do object. Admittedly, approval 
of the bill would mean that Canada would 
join Austria in being the only countries 








whose legislation allows for their own even- 
tual break-up. Separatists argue, however, 
that, though the bill makes secession possi- 
ble in theory, it would become nearly im- 
possible in practice. “It’s a veto given to Jean 
Chrétien on the future of Quebec,” bemoans 
Daniel Turp, a separatist federal mp. 

Whatever its long-term impact, the bill is 
likely to shake the separatist movement out 
of a recent decline that has seen support for 
its cause in Quebec fall towards 30%. Cer- 
tainly, that is the hope of Lucien Bouchard, 
Quebec’s premier. Within hours of the bill's 
publication, he promised legislation of his 
own reaffirming Quebec’s exclusive right to 
determine its future. Mr Bouchard, whose 
resignation was rumoured just weeks ago, is 
also talking about holding hearings around 
the province to build up what hecalled “a sa- 
cred union” on the issue. 

Other separatist groups, knowing that 
nothing drives up support for secession like 
a real or perceived insult or injury to Quebec 
from the rest of Canada, have also gone to 
work. One group has sent a complaint to the 
un Human Rights Commission, another has 
taken out full-page newspaper advertise- 
ments. Meanwhile, the province’s labour 
and student federations have put aside their 
own protracted battles with the Bouchard 
government over spending cuts, and are pro- 
mising demonstrations and protests. 

It is not only separatists who oppose the 
bill, however. Its potential to provoke the op- 
posite of its intended effect had Joe Clark, 
the Conservative leader, calling it “a road 
map to secession”. Alexa McDonough, who 
leads the New Democratic Party, initially 
said it was “madness” (though her party dis- 
agrees). Unhappiest of all is probably Jean 
Charest, the Liberal leader in Quebec. His job 
requires walking an often impossibly fine 
line, defending federalism without seeming 
too compliant, and standing up for Quebec 
without alienating the rest of Cana- 
da. So far, Mr Charest has merely 
said that the federal government has 
no place interfering in the referen- 
dum process. But, as the debate over 
the Clarity Bill heats up, Mr Charest 
may have to retreat to the federalist 
side. 

The Liberals have a clear major- 
ity in the federal parliament. Since 
the Reform Party, the official opposi- 
tion, has said it will support the bill, 
though seeking to amend it, its pas- 
sage, if not necessarily swift, seems 
assured, As for Mr Chrétien, who 
has been prime minister since 1993, 
some Liberals are whispering that 
the bid to fix the rules for secession 
may be his last big battle before 
bowing out. It looks like an effort to 
enter history as the man who nailed 
Canada together, even if with a 
heavy hand. 
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Can Israel and Syria make up? 


SERRUT AND JERUSALEM 


Syria’s decision to renew its negotiations with Israel has engendered high 
hopes of a lasting peace. But inside Israel, enthusiasm is not unanimous 


HE timing, and the general optimism, 

have taken the world by surprise: Syria 
and Israel are back again, talking peace. But 
there is no surprise in the fact that America is 
once again the broker, and Washington the 
place. Many times this decade, Israeli and 
Arab statesmen have traipsed to Washing- 
ton to try to make peace. As Faroug Sharaa, 
Syria's foreign minister, and Ehud Barak, Is- 
rael’s prime minister, settle down to their 
preliminary talks this week, much will be fa- 
miliar: the gritted smiles, the talk of historic 
opportunities and diplomatic break- 
throughs. This time, however, the platitudes 
already ring truer than usual. 

It has taken nearly four years, and two 
changes of Israeli government, to get the Syri- 
an-Israeli talks going again. A session at the 
Wye Plantation in Maryland had been in 
progress when the Israelis suspended the 
talks, early in 1996, in the middle of a 
terrorist bombing campaign in Israeli 
cities. Binyamin Netanyahu was then 
elected prime minister, leading to a 
freeze in Syrian-Israeli relations, When 
Mr Barak was elected prime minister 
last May, on a pledge to make peace 
with Syria and its sidekick, Lebanon, 
fresh talks seemed inevitable. But their 
resumption was then held up by much 
shillyshallying, ostensibly over a row 
about what had been agreed on before. 

In fact, the Syrians prefer to do their 
horse-trading in private, and tend to re- 
serve public events for photo-calls. 
Their coy behaviour during the past six 
months no doubt disguised many 
back-channel discussions. Even by 
agreeing to appear on stage in Washing- 
ton, they are indicating that much of 
the groundwork for a deal is in place. 

Hafez Assad, Syria’s ageing presi- 
dent, may well have decided to settle 
Syria’s defining dispute once and for all, 
perhaps in order to smooth the path of 
his son and likely successor, Bashar. By 
sending Mr Sharaa, he has upped the 
ante from the previous ambassadorial 
talks. Mr Sharaa himself has generated 
enormous expectations among Syrians 
by saying that a deal could be struck 
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within two months. Mr Barak, for his part, 
has long promised to extricate Israel's sol- 
diers from their guerrilla war in south Leba- 
non by July next year, a task that a treaty 
with Syria would ease enormously. 

But that still leaves plenty of time for 
things to go wrong. Although the basic 
framework of any deal is clear—a more-or- 
less total Israeli withdrawal from the Golan 
Heights in exchange for security guarantees 
covering both Syria and Lebanon—the de- 
tails will be diabolical. The Lebanese govern- 
ment will no doubt go along with whatever 
Syria arranges, but Hizbullah, the main resis- 
tance force in south Lebanon, has vowed to 
continue. its attacks until the last invading 
soldier retreats, despite Israeli demands for a 
ceasefire during negotiations. Syria will put 
pressure on the guerrillas to pipe down, butit 
cannot silence them altogether. 
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Mr Barak’s problem is that he is commit- 
ted toholdinga referendumon any peace ac- 
cord. Before he set out for Washington on De- 
cember 14th, he asked the Knesset for its 
blessing. He got one, but it was less than ring- 
ing: 47 for, 31 against, and 24 abstentions. 
There were ominous defections from the co- 
alition camp; in particular, Shas, the ultra- 
Orthodox party with 17 pivotal seats in the 
120-seat Knesset, abstained. The prime min- 
ister’s face was saved by the Arab parties, 
with their ten seats, who lined up solidly be- 
hind him. But this raised the uncomfortable 
question that has long lurked below the sur- 
face: does Mr Barak need “a Jewish major- 
ity” in order to carry the day? 

Several right-wing members of the Knes- 
set are saying explicitly that the borders of 
the Jewish state are matters for the Jews 
alone to decide. Others try to sound more 
tactful. They suggest that the referendum 
will require a “special majority” of, say, 60%. 
In the peace camp, such talk is condemned 
as rank racism. Israel’s Arab citizens, who 
make up just under a fifth of the population, 
have always had the same voting rights as 
Jews, and the referendum, the peace camp 
argues, must be no different. 

Even so, political reality dictates that Mr 
Barak must strive for a commanding margin ` 
of victory. It was not some rabid nationalist 
< but the late Yitzhak Rabin who first 

“used that infelicitous phrase “a Jewish 
majority”. He wanted Shas in his gov- 
ernment, he explained in 1992, so that 
his peace overtures would not have to 
depend on the support of the Arab par- 
ties. Mr Barak finds himself in a similar 
situation: “Without Shas there will be 
no peace deal,” said a senior minister. 

Nobody in Israel is pretending any 
more that the evolving deal is for less 
than the whole of the Golan. The only 
territorial haggling, it is assumed, will 
be over Syria’s demand to restore the 
precise situation on the eve of the 1967 
war, when it held—Israel claims illegal- 
ly—the north-eastern coast of the Sea of 
Galilee. In return, Israel wants Syria to 
accept rigorous limitations on its mili- 
tary forces across the Golan, all the way 
to Damascus. These limits would be 
monitored by international observers, 
among them Israeli personnel who 
would still man a key Israeli surveil- 
lance station. (Syria’s opening gambit is 
to demand reciprocity for these mea- 
sures.) Israel will also be seeking billions 
of dollars in American military aid to 
reinforce its all-weather monitoring ca- 
pability and to beef up its air force. 

Mr Barak says he sees peace with 
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Syria—“and with the Palestinians”, he is 
careful to add—as the end, in strategic terms, 
of the Israeli-Arab conflict. “It would be the 
climax of the realisation of Zionism,” he told 
the Knesset. But for most of the 17,000 Israeli 
settlers on the Golan, it would be a wholesale 
sell-out of the Zionist ideal. They have al- 
ready begun a campaign of demonstrations 
and sit-ins. Unlike the settlers on the West 
Bank, whose neo-messianic nationalism 
arouses deep controversy, the Golan people 
enjoy widespread sympathy. After all, for al- 
most 30 years Israeli governments of all po- 
litical stripes averred that the Golan was an 
inseparable part of the state. 

The West Bank settlers, fearful of the pre- 
cedent that a Golan withdrawal would set, 
have thrown their considerable political 
strength and organisational skills behind the 
Golan campaign. Ariel Sharon, the current 
leader of the Likud party, hopes to unite all 
the nay-sayers under his banner.On the gov- 
ernment side, too, there are vague thoughts 
of combining the referendum on the Golan 
with the promised one on the West Bank. 

Israel and the Palestinian Authority have 
undertaken to reach a “framework agree- 
ment” by mid-February and full agreement 
by September. Nobody, at this stage, can be 
sure how the new momentum on the Syrian 
track will fit into this timetable or, indeed, 
what the procedure and timing of the Syrian 
negotiations is going to be. 
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Lebanon 


Inside the web 


RASHIDIYEH CAMP, LEBANON 


Fo’ a fugitive from justice, Sultan Abul- 
Ainain looks surprisingly relaxed, his 
gold lighter and watch glinting as he slips a 
cigarette into its holder. He is paying no at- 
tention, he explains, to the Lebanese court 
thatsentenced him todeath 
in October for forming an 
armed militia. The judg- 
ment was nothing but a po- 
litical attack on Palestinians 
who, like himself, are loyal 
to Yasser Arafat. The same 
goes for the several recent 
arrests of his henchmen. He 
admits that he has men un- 
der arms in Lebanon’s refu- 
gee camps; indeed, toughs 
with machineguns are mill- 
ing around as he speaks. But 
they are at the disposal of 
the Lebanese government, 
he purrs, and would never 
be used against it. 

Mr Abul-Ainain’s tangle with the law 
goes back to the 1970s, when Palestinian 
guerrillas took over much of southern Leba- 
non, prompted two Israeli invasions and 
helped to precipitate a 17-year civil war. In 





Palestine’s shrinking Christians 


BETHLEHEM 


HRISTIAN Palestinians are feeling 

bruised. The quarrel between their 
churches and Israel’s Islamist movement 
over the building of a mosque in Nazareth 
has dented the belief that, among Pales- 
tinians, religion should take second place 
tonationalism—and reminded them how 
few their numbers have become. 

At the end of the 19th century, Chris- 
tian Palestinians accounted for about 13% 
of the people in the Holy Land. Today they 
are 2%: 120,000 in Israel and a paltry 50,000 
in the occupied territories, including East 
Jerusalem. 

Israel’s birth in 1948 forced waves of 
Palestinian refugees—some Christian, but 
mostly Muslim—to seek haven in the 
West Bank, turning Christian towns like 
Bethlehem and Ramallah into cities with 
Muslim majorities. After Israel’s occupa- 
tion of the West Bank in 1967, came hard- 
ships that spurred Palestinian Christians, 
a prosperous and well-educated group, to 
emigrate at twice the rate of Muslims. 
“When Muslims lose hope, they resort to 
fundamentalism, thus emigrating psy- 
chologically. When Christians lose hope, 





they emigrate geographically,” says Mitri 
Rahab, Bethlehem’s Lutheran pastor. 

Some believed that the establishment 
of the Palestinian Authority (pA) would 
stem both tides. Six years into the Oslo 
process, Christians are no longer so hope- 
ful. Binyamin Netanyahu’s government 
used to speak of the pa’s “relentless perse- 
cution” of Christians. In fact, whatever 
Yasser Arafat’s undoubted faults, sectari- 
anism is not one of them and Christians 
tend to be more forgiving of their autocrat- 
ic president than other Palestinians. 

The Christian fear is that a future Pal- 
estinian state will be Islamist, particularly 
in its laws and education. “I have no pro- 
blem with Islam being the religion of the 
state of Palestine,” says Bernard Sabella, a 
sociologist at Bethlehem University. “I do 
have a problem with a religiously based 
state.” The omens are not encouraging. 
The national curriculum now being pre- 
pared for schools in the West Bank and 
Gaza equates the history of Palestine 
largely with the Islamic conquest of Pales- 
tine. The only “Christian” references con- 
cern the Crusades and Napoleon. 





Abul-Ainain unworried 
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1991, the government reasserted itself, re- 
lieved Palestinian fighters of their heavy 
weapons and placed military cordons 
around the 12 official refugee camps (though 
it prefers not to venture inside). After that, 
until six months ago, the 350,000 or so Pales- 
tinian refugees in Lebanon languished in the 
wings of the Arab-Israeli peace drama, ig- 
nored by all the main actors. 

But now Mr Arafat’s Fatah faction is re- 
launching itself in the camps. In June, Mr 
Abul-Ainain, who is Mr 
Arafats deputy in Leba- 
non, began recruiting mili- 
tamen and spreading 
money around. With the 
fate of the refugees sup- 
posed to be settled next 
year, the camps have taken 
on a renewed importance. 
Whether Mr Arafat wants 
to fight for the refugees’ 
rights or, as many suspect, 
sell them down the river, 
control of the camps will 
give him a stronger hand. 

But why would Syria, 
which dominates Lebanon, 
first encourage Fatah to take over and then 
clamp down on its members through the 
courts? Perhaps because Syria wants to be in 
the happy position of manipulating Fatah— 
as part of the give-and-take in the coming 
peace talks. The Syrians have long used the 
camps asa sort of strategic waiting-room for 
groups that might come in handy as future 
allies or fall-guys. Hence the reappearance in 
south Lebanon of Islamic Jihad, a militant 
Palestinian resistance group. The more po- 
tential trouble-makers the Syrians have un- 
der their thumbs, the greater will be their le- 
verage over Israel. 

The Palestinians and their Lebanese 
hosts are caught in this web of schemes and 
interests. The one subject on which almost 
all Lebanese agree is a furious rejection of 
tawtin, the resettlement of Palestinian refu- 
gees in Lebanon. Since most Palestinians are 
Sunni Muslim, granting them citizenship 
would further skew the already shaky bal- 
ance both between Christians and Muslims, 
and between Sunni and Shia Muslims. At the 
end of the civil war, parliament wrote a ban 
on tawtin into the constitution. Since then, 
whenever there is a peep from the camps, 
politicians line up to deliver ritual denuncia- 
tions of Palestinian trouble-makers and their 
schemes to destabilise the country. 

The Palestinians too insist they cannot 
be left in Lebanon. Their treatment over the 
past 50 years has been wretched. To this day, 
the Lebanese army periodically stops them 
from bringing building materials into the 
camps, thus preventing them from improv- 
ing their jerry-built homes. They are exclu- 
ded from most jobs. But however much Pal- 
estinian leaders may mumble mantras 
about the right of return to Palestine, univer- 
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sal wisdom has it that the refugees in Leba- 
non cannot go home to the now-prosperous 
suburbs of Tel Aviv and Haifa. The present 
hullabaloo in the camps may serve various 
politicians’ short-term ends, but it makes the 
bitter truth even harder to swallow. 

a 





Sudan 


Palace coup 


CAIRO 


HE calm of Sudan’s Ramadan fast has 

been broken by a dramatic palace coup. 
On December 12th, President Omar Bashir 
declared a state of emergency, suspended 
parts of the constitution and sent troops to 
take over parliament. The move pits the 
president against his erstwhile ally, the Is- 
lamist-oriented National Congress Party, 
and its leader, Hassan Turabi. The alliance 
had evolved into a power struggle that Mr 
Bashir was losing. He is now fighting back. 

Mr Turabi, who remains at liberty, has 
denounced the president's action as uncon- 
stitutional and unlslamic, and vowed to 
gather “popular forces” ina 
“struggle against tyranny”. 
This is no light threat. Mr 
Turabi’s cell-like organisa- 
tion operates an armed mi- 
litia, It has loyalists in every 
branch of government, in- 
cluding the armed forces. 

However Mr Bashir, an 
ex-general, claims to have 
the backing of the security 
chiefs. More important, he 
can count on the apathy of 
a public that has become 
deeply weary of strife. The 
president also says that 
some of Sudan’s numerous 
opposition movements are 
now supporting him. Perhaps, but most of 
the opposition believes that the affair repre- 
sents little more than two drowning men 
fighting one another desperately as they sink 
together under turbulent waters. 

Help could come from farther afield. The 
Bashir regime has recently had some success 
in breaking its long diplomatic isolation. 
Uganda and Sudan agreed earlier this month 
toenda festering proxy war on their frontier. 
This should slightly strengthen the Sudanese 
government's negotiating hand with its 
southern rebels. Egypt and Libya, northern 
neighbours opposed to the Islamism propa- 
gated by Mr Turabi, have also been warming 
to Mr Bashir and his coup. Other govern- 
ments will be watching to see whether Su- 
dan’s president can keep control, and 
whether he plans to change his own Islamist 
stripes. If so, he can expect a less hostile atti- 
tude as he struggles to tackle his country’s 
mountain of woes. 
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Bashir hits back 


The surprise for most strangers may be to 
learn that Sudan—best known for war, fam- 
ine and Islamist rule—actually had a work- 
ing parliament, and was not already in a 
state of emergency. But this vast chunk of Af- 
rica is a complicated place. Half Arab, half 
not, and largely Muslim, but partly not, Su- 
dan has spent all but a few of its 43 years of 
independence in civil war. The current 
round has lasted 16 years, killed 2m people, 
reduced income per person to $270 and 
turned the country into a pariah. 

A bleak picture, but somehow the north- 
ern two-thirds of Sudan, which is to say the 
part of the country actually run from Khar- 
toum, has managed to maintain some sem- 
blance of normality, A lot, it is true, is abnor- 
mal. Most of Sudan’s politicians fled into 
exile when Mr Bashir took power ten years 
ago—except, that is, for Mr Turabi, who 
emerged as the regime’s chief ideologue. Mr 
Turabi’s imposition of strict Islamic law, and 
his declaration of jihad against the southem 
rebellion, radically worsened the country’s 
endemic ethnic, religious and linguistic ten- 
sions. Poverty and indebtedness swelled in- 
exorably, causing a painful brain drain as 
any Sudanese whocould, voted with his feet. 

Yet Sudan still enjoys a 
surprisingly relaxed atmo- 
sphere. Press freedoms are 
greater than in most Arab 
countries. At least on paper, 
Sudan's year-old constitu- 
tion enshrines democratic 
practices and a separation 
of powers that make it look 
almost like a liberal west- 
ern democracy. With some 
justice, Mr Turabican claim 
credit for having main- 
tained this veil of civility in 
a traumatised society. The 
duumvirate he established 
with Mr Bashir worked 
fairly well. For ten years, Mr 
Turabi supplied the brains, the vision and 
the organisational skill to pursue Islamisa- 
tion. Mr Bashir provided the military clout. 
The rest of the world did not like them, and 
nor, probably, did most Sudanese, but the re- 
gime remained entrenched. 

Tensions were inevitable, however. In re- 
cent months, Mr Turabi made it clear he was 
no longer happy to stay in the wings. Using 
his position as both speaker of parliament 
and secretary-general of the ruling party, he 
slowly whittled away at Mr Bashir’s execu- 
tive powers. This week’s coup took place on 
the eve of a vote on constitutional reforms 
that the president has repeatedly tried to 
postpone. The proposed changes are be- 
lieved to have included abolishing presiden- 
tial oversight of provincial governors, creat- 
ing the post of a prime minister to head the 
cabinet in place of Mr Bashir, and granting 
parliament the power to remove the presi- 
dent with a two-thirds vote. Given that Mr 
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Turabi’s party controls nearly all the parlia- 
ment’s 400 seats, it is hardly surprising that 
Mr Bashir should have felt threatened. 

Yet there is some truth in Mr Turabi’s 
post-coup protest. “Of course there are some 
who will welcome the crippling of an Islamic 
regime,” he said, “even if it comes at the exp- 
ense of democracy and constitutional rule.” 
a 





Zimbabwe 
Mugabe's 
charter 


HARARE 


UNDREDS of Zimbabweans gathered 

in the rain in Harare last week to protest 
at President Robert Mugabe's draft constitu- 
tion. They had a court order declaring their 
march to be legal. But the police tossed aside 
the order and used tear-gas and truncheons 
to break up the demonstration. So much for 
legality—and the hopes of a new regime. 

People responded enthusiastically last 
June when Mr Mugabe offered them the 
chance to write a new constitution. But now 
they feel they have been hoodwinked. 
When the draft was made public earlier this 
month, it was revealed as a document that 
simply maintains the oppressive status quo. 

Mr Mugabe had responded to public 
pressure by setting up a commission that 
would find out what people wanted, and 
then presenta draft for approval in a referen- 
dum. But the composition of the commis- 
sion raised doubts. Although a few govern- 
ment critics were included, its 400 members 
were mainly people loyal to Mr Mugabe’s 
ZANU-PF party. All the same, over ım people 
attended the public hearings.Their message 
was clear: reduce the president's powers and 
make things more democratic. 

The draft constitution does not reflect 
those views. When members of the commis- 
sion dared to criticise it, the chairman, Judge 
Godfrey Chidyausiku, abruptly curtailed 
the debate and, with a bang of his gavel, de- 
clared it adopted without a vote. The result is 
a document that allows Mr Mugabe, now 
aged 75, to run—or totter—for two more five- 
year terms. Draconian emergency powers 
are permitted. Elections will not be indepen- 
dently administered. The bill of rights is 
weak and there are provisions to keep the 
press in order. 

The National Constitutional Assembly, 
the citizens’ group that originally cam- 
paigned for a new constitution, wants the 
draft rejected in the referendum in January. 
The group is preparing an alternative docu- 
ment which it says should also be on the ref- 
erendum ballot so that people can choose 
between “the president’s constitution” and 
“the people’s constitution”. Small hope. 
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EUROPE 





The European Union decides it 
might one day talk Turkey 


HELSINKI 


The EU’s summit last weekend was a success—and not just because another 
seven countries were brought closer to joining the club 


HEN the European Union made Jav- 

ier Solana its first “high representa- 
tive” for foreign and security policy in June, 
this co-opting of a former secretary-general 
of naro provoked two common observa- 
tions. He was a good man to have on side; the 
Kosovo war had shown that. But what on 
earth would he do in his new job? By any- 
one’s reckoning it would be at least a decade 
or two until the eu developed a true com- 
mon foreign and security policy that he 
might plausibly claim to represent. 

A partial answer came when the gu’s 
leaders met in Helsinki on December 10th 
and uth for their twice-yearly 
summit. Mr Solana is to be the 
Union’s Mr Fixit~and not a 
moment too soon. It was 
lucky for all that he was there 
tofix iton the night of Decem- 
ber 10th when the summi- 
teers decided, after 36 yearsof 
temporising, that they were | 
ready to do the sensible thing | 
and accept Turkey asa candi- | 
date for membership. The | 
trouble was that the ifs and 
buts required to make the | 
terms of the offer acceptable | 
to Turkey's historic enemy, 
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| What was isdecidėd at Helsinki 


* Enlargement Six new countries will be invited to start negotiating for | 
membership in February, joining six that started talks in March 1998. Turkey | 
will have candidate status, though talks will not start for some years. 


| * Constitutional affairs A narrow agenda will be set for next year's 
be inter-governmental conference, to review how, in preparation for its sepan. - 
sion, the eu's main institutions function: 


* Defence A rapid-reaction force of up to 60,000 troops will be set up by2 2003. l 
for ru-led military operations in crises where natoasa whole is not engaged. 


jill goon for another six months about an eu-wide withholding 
taxon saving blocked fortwo years by Britain. 


ox Russia: Technical ne will be curtailed in protest at the Chechen war, but 
broader sanctions will not be imposed. “4 





“k Tax Tal iks 





Greece, already an eu member, meant that 
Turkey itself might turn itdown. 

The message was sent, the Turkish gov- 
ernment sniffed in disdain, and eu leaders 
looked at one another for ideas. They stood 
to lose at least as much as Turkey did if this 
moment for reconciliation were missed. 
America, too, was anxious for success. So Mr 
Solana was freighted off to Ankara forthwith 
toexplain. 

Whatever Mr Solana—and, from across 
the Atlantic, Bill Clinton-said to the Turks, it 
was enough to keep the Sublime Porte ajar. 
The Spaniard returned to Helsinki in the 


small hours all smiles, to be followed a few 
hours later by the Turkish prime minister, 
Bulent Ecevit, who came as a summit guest. 
Turkey said Yes. The £u exhaled. 

With Turkey on the official list, the eu 
now recognises 13 candidates for member- 
ship. Six began full accession negotiations 
last year. They are Cyprus, the Czech Repub- 
lic, Estonia, Hungary, Poland and Slovenia. 
The Helsinki summit ruled that six more 
could begin full negotiations from February 
2000, each atits own pace. They are Bulgaria, 
Latvia, Lithuania, Malta, Romania and Slo- 
vakia. No one is likely to join before 2004. 

Full negotiations with Turkey are un- 
likely to start for quite a time yet. The Eu 
wants to see big improvements in the coun- 
try’s political and human-rights behaviour, 
which might even require changes inits con- 
stitution. The ev also wants Turkey to resolve 
territorial squabbles with Greece in the Ae- 
gean Sea, and to help end the division of Cy- 
prus, where a Turkish-backed regime has oc- 
cupied the north of the island since 1974. 

Clearly delighted with Mr Solana’s 
debut, the zu has since been talking about 
asking him to sort out its activities in the Bal- 
kans, where it has a confusion of under-per- 
forming programmes and representatives. 
This would mean treading lightly around the 
sensibilities of Chris Patten, the European 
commissioner for external relations, and 
Bodo Hombach, in charge of a collection of 
EU programmes called the Balkan “stability 
pact”. Both men believe they are trying todo 
much the same sorting-out job already. 

But even if Mr Solana were to achieve 
nothing more in his new job, he would still 
have done enough already to merit a pen- 
sion. Formally, the eu may have been doing 
Turkey the favour in extending an offer of 
membership. In reality, big strategic consid- 
erations have been working in Turkey’s fa- 
vour, making the eu something of a suppli- 
cant also. The eu's most recent rejection of 
Turkey’s candidature, in 1997, when the cur- 
rent 12 other applicants were 
| accepted, was a serious blun- 
| der readily blamed in retro 
spect on the Greeks. A fortu- 
itous thaw in Greek-Turkish 
relations this year, after earth- 
quakes in both countries, 
made it harder for West Euro- 
peans to maintain their hos- 
tility to Turkey and so encour- 
aged the Helsinki about-face. 

The arguments for want- 
ing Turkey as a friend of the 
| Ev, if not yet as a member, in- 
Í 


i 





clude its value as a diplomatic 
and commercial bridgehead 
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EUROPE 


Is it adieu to Ataturk? 


ANKARA 


OST politically minded Turks were 

delighted by the eu’s decision to put 
their country on the new list of potential 
members. But some of the more conserva- 
tive of them may begin to grit their teeth 
when they realise what they have got 
themselves into. As one senior Eu diplomat 
puts it: “Candidacy was seen by the Turks 
as an end in itself, but no- 
body appears to have 
really thought about what 
comes after—what meet- 
ing the golf-club rules 
really means.” For a start, 
at a time when many 
Turks are savouring a nice 
sense of regional power, 
thanks in part to the way 
the United States and Isra- 
el have been cultivating 
them, the idea—inherent 
in joining the Union—that 
slabs of sovereignty will 
have to be ceded to Brus- 
sels may not, after all, look 
so appetising. 

Still, that prospect is 
still years away. The £u has 
made it clear that much 
has to be done even before 
negotiations can begin. 
Among the bigger and 
more controversial requirements may be a 
change in the Turkish constitution of a sort 
that the generals who wrote it, in the wake 
of their 1980 coup, will find hard to stom- 
ach. The main object to make them choke is 
the requirement that they be accountable 
to civilian politicians. They may therefore 
have to give up their present ability to dic- 
tate policy—on domestic as well as foreign 
and military issues—through the seats they 
hold on the National Security Council, a 
body that ought surely to be scrapped or at 
least sharply reduced in power. Daniel 





into the energy-rich, newly independent 
countries of Central Asia, and as a cultural 
bridgehead into Islam. Turkey also back- 
stops the Balkan region, which the eu wants 
to stabilise. (That job may have grown 
slightly easier with the death of Croatia’s au- 
tocrat, Franjo Tudjman. But Croatia too 
needs to improve its democratic credentials 
if itis to qualify as an £u candidate.) 

Turkey is also a staunch member of 
NATO and a close ally of the United States. So, 
as Mr Ecevit noted this week, Turkey’s bless- 
ing will be needed if the £u is to push ahead 
with its plans for a “European defence iden- 
tity” that will overlap with Nato and use 
NATO’s equipment. The £u’s leaders still 
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Ecevit’s army in step? 


Cohn-Bendit,a Green member of the Euro- 
pean Parliament, has even said that joining 
the £u could “spell the end of Kemalism in 
Turkey”. 

Several of Turkey’s leading politicians 
have been at pains to dampen such dra- 
matic suggestions. Its foreign minister, 
Ismail Cem, a former journalist, has said 
that Turkey has “particular 
security circumstances” that 
have to be taken into ac- 
count. And the influential 
generals will be loth to let go 
of the legacy of Kemal Ata- 
turk, the founder of modern 
Turkey whose constitution 
(still the basis of the present 
one) insists that Turkey 
should be a secular state. 
Only two years ago, they 
cited this as their reason for 
squeezing out modern Tur- 
key's first Islamist-led gov- 
ernment after one fairly in- 
nocuous year in office. 

Indeed, eu membership 
poses a dilemma even for 
the most pro-western Turks. 
On the one hand, they think 
membership would ensure 
that the country would no 
longer risk sliding into the 
grip of seriously revolutionary Islamists. 
On the other, they believe the generals 
have served as a last-ditch guarantor 
against the possibility of a fundamentalist 
takeover. Would it be wise, some Turks ask, 
to junk that ultimate guarantee? 

Yet most of the Islamists themselves, 
realising that their rights may be better up- 
held if Turkey is obliged to meet Eu politi- 
cal standards, now say they would be de- 
lighted for Turkey to join the “Christian 
club” at which they used to glower. Virtue, 
the Islamic party formed when its prede- 





cessor, Welfare, was banned in 1998 after 
being thrown outof office, has spotted that 
with a European arm around its shoulder it 
might be better able to insist, for instance, 
that females should be allowed, despite 
current laws, to wear headscarves in state- 
run schools and government offices. 

Unsurprisingly, many Kurds have wel- 
comed the Helsinki decision, too. Even 
Abdullah Ocalan, the imprisoned leader 
of the Kurdish guerrilla army, now says 
that Kurdish independence is a bad idea. 
The Kurds are already sampling the fruits 
of Euro-candidacy. Mr Cem now says that 
Kurdish-language broadcasting should be 
allowed. And Turkey’s left-leaning but na- 
tionalist prime minister, Bulent Ecevit, has 
made it clear that, thanks to Turkey's new 
status, Mr Ocalan, whose death sentence 
on treason charges was upheld by a Turk- 
ish court last month, cannot be hanged. 
That has enraged Turkey’s ultra-national- 
ists, who share power in Mr Ecevit’s coali- 
tion government. Their leader, Devlet Bah- 
celi, says that “Europe should not persist in 
its mistaken policy of linking Turkey's can- 
didacy bid to Ocalan’s execution.” 

Membership of the eu would mean 
breaking down the concept of the Devlet 
Baba (Father State), which holds that the 
state should be served by the people, not 
the other way round. Economic reform will 
also get a push. The government says it will 
impose sweeping monetary and other 
changes to pull down Turkey’s chronic in- 
flation (65% a year, at last count) and run- 
away interest rates. The politicians’ habit of 
dispensing patronage through govern- 
ment jobs and farmers’ subsidies may 
have to go. So too may charcoal-grilled in- 
testines, a favourite among late-night raki 
drinkers: they probably do not meet Eu 
health norms. 

Still, unfettered debate across the 
board will not break out instantly. The law 
still says—at least for the time being—that 
anyone who criticises the army or the state 
in ways deemed to “threaten national un- 
ity” may end up behind bars. 











seem committed to this goal, despite some 
American reservations. They agreed in Hel- 
sinki to convene interim political and mili- 
tary committees in March 2000, and to try to 
assemble the resources needed for a joint 
force of up to 60,000 troops. 

The relative attractions of Turkey have 
grown, moreover, as those of other countries 
in which the eu once placed great hopes for 
partnership have faded. The Helsinki sum- 
mit adoped a “common strategy” for rela- 
tions with Ukraine which was all but empty 
of serious content. In effect, Ukraine has 
been written off asa potential eu member in 
the foreseeable future. A statement on Rus- 
sian behaviour in Chechnya contained 


some of the harshest language the £u has 
ever used abouta neighbouring country. For 
the moment, at any rate, the Eu sees Russia as 
much more of a threat than an opportunity. 
Grappling with issues of this magnitude, 
Helsinki was in many ways a proper, grown- 
up summit, at which the eu thought hard 
about its place in the world. It did and said 
some sensible things. There was some tradi- 
tional squabbling, mainly over savings-tax 
harmonisation (blocked by Britain) and Brit- 
ish beef (blocked by France), but all this was 
less than usually distracting. If the Eu goes on 
like this, it risks counting for something in the 
world. Mr Solana may yet bea busy man. 
= = = as = 
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EUROPE 
German defence 


Achtung! 


BERLIN 


O A chorus of approval, the recent Euro- 

pean Union summitin Helsinki formally 
agreed to push forward a British-French pro- 
posal for a European rapid-reaction force of 
60,000 men. Germany has been an enthusi- 
astic supporter of this “European defence 
identity”. Yet it is becoming embarrassingly 
plain that, unless Chancellor Gerhard 
Schröder changes his mind, Germany will 
be unable to play a proper part in it. Why? 
Poverty, says the government of Europe’s 
biggest economy, Stinginess is more like it. 

Since the end of the cold war, most Euro- 
pean governments have cut back sharply on 
defence spending, none more so than Ger- 
many, which now devotes a mere 1.5% of its 
cpp todefence, halfas much asa decade ago. 
France, by contrast, spends 2.8% of its GDP on 
defence, Britain 2.6% and the United States 
3.2%. And more German cuts are planned. As 
part of Mr Schréder’s austerity drive, some 
DM2 billion ($1 billion-plus) is to be lopped 
from the current DM47 billion defence bud- 
get in 2000, and a further DM17 billion 
spread over the following three years. In 


comparison with the last government's 
spending plans, a total of DM19 billion less 
will be spent on Germany’s defence over the 
next four years. Yet, as well as putting its 
name to the latest plan for an eu defence 
force, Germany is supposedly about to em- 
bark on the most radical transformation of 
its armed forces since the second world war. 
How can it square the circle? 

Not easily, as many Americans are quick 
to point out. They are in any event dubious 
about Europe's plans. Though they welcome 
the European commitment to shoulder 
more of defence burden, they are nervous 
that the decision to set up a separate eu-led 
force could undermine Nato. As one Ameri- 
can close to the Clinton administration puts 
it: “If the Europeans no longer want us to 
protect them, then we're off!’ At the same 
time, there is great scepticism within NATO 
about the eu’s, and especially Germany’s, 
ability, or indeed willingness, to meet their 
self-imposed new, ambitious and expensive 
defence challenge. 

Germany has been singled out. In a 
speech to 450 of Germany’s top soldiers in 
Hamburg this month, William Cohen, the 
American defence secretary, said that even 
new NATO allies were being urged to put at 
least 2% of their Gpr into defence. Yet Ger- 
many, a leading country in the alliance, was 


in the bottom third of its members, ranked 
by defence spending as a proportion of 
Gpr—and was still cutting. He urged Ger- 
many to make savings through “a radical re- 
duction and restructuring of an outmoded 
and oversized main defence force”. The 
coming decisions made by Germany would, 
said Mr Cohen, have “a profound and last- 
ing impact” on the whole alliance. 

Rudolf Scharping, Germany’s defence 
minister, has been fighting hard to stop the 
planned defence cuts. As he sees it, Ger- 
many’s ability to play a big part in peace- 
keeping is being endangered. Mr Schroder 
had momentarily raised hopes in an earlier 
speech at the same military forum that Mr 
Cohen addressed in Hamburg. A govern- 
ment-appointed commission on Germany’s 
armed forces, due to report next May, would 
indeed recommend changes, Mr Schroder 
said; the country, he admitted, needed to 
catch up on defence; and that would cost 
money. But it was also “inevitable” that the 
armed forces would have to take their share 
of pain in the austerity squeeze. 

So the money for reform? That would 
simply have to be found through a “more in- 
telligent and economical” use of resources. 
Few of Germany’s generals, or Germany’s 
NATO allies, think it can be done. 

= = 








FRANKFURT 


WITZERLAND'S banks bought them- 

selves peace of mind. So too, at long last, 
has corporate Germany. On December 
14th, after a year of wrangling, a group of 65 
companies and Germany’s government 
reached a deal with American lawyers to 
compensate survivors of Nazi labour 
camps. The following day, the negotiators 
were still haggling over the final figure for 
the fund, which was expected to be around 
DMio billion ($5.2 billion), roughly four 
times the size of the Swiss pay-out. An 
agreement was due to be signed a week be- 
fore Christmas. 

Putting a price tag on 
past atrocities is never ea- 
sy. The talks came close to 
collapse several times, 
though two chief negotia- 
tors, Stuart Eizenstat for 
the Americans and Count 
Otto Lambsdorff for Ger- 
many, got on well. Once 
the German companies’ 
offer reached DMs billion 
they dug their heels in, as 
did the survivors’ lawyers, 





many’s government of- 
fered to contribute, but the 





Lambsdorff dealt 


A slave-labour settlement 


gap was still wide. When talks resumed on 
December 8th, the parties were still several 
billion p-marks apart. 

The gap was eventually bridged in two 
stages. The lawyers, sensing that the Ger- 
mans might walk away unless they low- 
ered their claim, duly did so, shaving off 
DM4 billion. Within a day the German 
government raised its contribution by 
DMabillion, bringing its share equal to that 
of the companies. Germany’s chancellor, 
Gerhard Schröder, is thought to have 
found a large chunk of the extra money by 
talking the 16 Länder, or 
States, into pitching in. 

The deal will bring sighs 
of relief to the companies in 
the compensation fund, in- 
cluding such household 
names as DaimlerChrysler, 
Volkswagen and Bayer. 
Once itis signed, they will be 
absolved from all existing 
and future war-linked legal 
claims. They will also be free 
to do business in America 
without fear of boycott. So 
serious was that threat that 
Count Lambsdorff said that 
the talks’ collapse could 





at twice that figure. Ger- 


— 


stunt German economic growth. 

This is not the last word in Nazi-era 
compensation. The forced-labour issue is 
only one of several outstanding claims by 
Holocaust survivors and their families. Eu- 
rope’s insurance companies stand accused 
of hoarding wartime policies, and French 
banks of hoarding dormant accounts. In 
both cases, commissions are investigating; 
billion-dollar pay-outs are expected. New 
claims are likely too. What of the many 
German companies that have yet to join 
the fund, or Austrian industry? What of the 
foreign firms that ran wartime subsidiaries 
in Germany? Royal Dutch/Shell was one of 
several that came under pressure this week 
to join the forced-labour fund. 

The question now is how the money 
will be divvied up, and how quickly. As 
many as 2m former labourers are still alive, 
mostly in Eastern Europe. Those who were 
forced labourers at companies are expect- 
ed to get less (perhaps $5,000 a head) than 
the smaller number of even worse-treated 
slave labourers, mostly Jews, whom the 
Nazis planned to work to death in camps; 
they may get $15,000. Since their average 
age is 80, a quick pay-out is crucial—but not 
guaranteed. Survivors have so far seen little 
money from the Swiss settlement, signed 
over a year ago. The German pay-outs can- 
not begin until parliament has passed a 
bill—which could take six months-plus. 
Not everyone can wait that long. 
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We woz wrong 


Newspapers are quick to crow about their predictive triumphs. But what 
about when they are wrong? The editor of The Economist owns up to our 
recent, er, disappointments and explains why forecasts are so often wrong 


MESSAGE was sent to all our writers, 
offering a bribe {a bottle of good wine) 
for every admission of a forecast gone 
wrong that ended up being used in this arti- 
cle. Amazingly (that’s British irony, see page 
71), the editors wine cellar has not been 
much depleted as a result. A remarkable 
number of the non-confessors—the biggest 
category of replies—defended our apparent 
errors by quoting John Maynard Keynes: 
“When the facts change, I change my mind. 
What do you do, sir?’ Some even got the 
quote right, unlike Charlemagne in our issue 
of October 17th 1998. 

Actually, that is an exaggeration. No- 
body needed to own up to either of the two 
forecasts that most readers will remember as 
having been wrong this year—about oil 
prices and the bursting of America’s stock- 
market bubble—because they were obvious 
for all to see. (Though, as this article will ar- 
gue, only one of them was an error.) Still, the 
exercise did reveal a general reticence that 
goes beyond simple self-defence in the face 
of the boss. Part of the explanation is the 
weekly cycle: such is the urgency to move to 
the next issue once one has been printed, 
that writers tend to forget their previous 
prognostications, often conveniently. But 
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also there is a real dispute--hidden in that 
quote from Keynes—about what counts as a 
bad forecast. 

Such bloopers rarely—thank goodness— 
come clearer or more spectacular than our 
cover, “Drowning in oil”, on March 6th, 
which speculated that having fallen to $10 a 
barrel, the price of oil might soon fall further, 
even as far as $5. This view was surrounded 
by weasel words—possibly, perhaps, may— 
but no matter, for our leaning was clear. The 
world was already awash in oil. And the 
country with the biggest oil reserves, Saudi 
Arabia, looked as if it might react to this not 
by cutting output in a concerted effort by 
opec members, as in the past, but rather by 
“throwing open the taps” in an effort to 
boost its own oil revenues. 

It wasn’t long before this was proved 
wrong. About four days, in fact: the follow- 
ing week, OPEC ministers agreed to cut their 
production, in a deal that was formally con- 
firmed a fortnight later. By then, the price 
had risen by 30%. By December, it had hit $25 
and was therefore getting close to having tre- 
bled since our forecast that the price might 
soon halve. 

How could we get something so wrong? 
Aren't Economist journalists supposed to be 





well informed and, dare one say it, clever? 
Well yes, and we certainly wish we had gotit 
right. But it may at least be helpful to slice up 
the background to this prediction, to under- 
stand the peril that surrounds all such fore- 
casts as well as to see why they are neverthe- 
less worth making. 

The first point to bear in mind is that 
forecasts of this sort are not made in isola- 
tion. The view that oil prices might continue 
to fall reflected a more general view about 
the world economy, and hence about the 
likely demand for oil. We felt queasy about 
American stockmarket values, and thought 
in any case that American economic growth 
was likelier to slow down than to accelerate. 
It hasn't slowed, to widespread—but not 
universal~surprise. That fact, combined 
with rapid recovery in some East Asian 
economies, has enabled orec to keep prices 
rising and has limited the temptation for 
members to cheat on their output quotas. So 
be it, but the point remains that the oil-price 
error really reflected a wider misjudgment. 

A second, narrower, point concerns Sau- 
di Arabia. It is nota country about which itis 
possible to be well informed. Journalists, by 
and large, are kept out. “No publicity is good 
publicity” is the Saudi principle. Decisions 
are made in secret, with no public debate. So 
guesswork about what the Saudi govern- 
ment might want to do, concerning OPEC or 
anything else, is just that: guesswork. And it 
is not even guesswork about a clear national 
interest, but rather about the views and in- 
terests of a closed ruling elite. Why, then, 
even guess what these secretive sheikhs 
might do? Because it will affect what oth- 
ers—firms, people, governments—do. 

Finally comes a point common to many 
forecasts, especially those that relate to or de- 
pend on the behaviour of a fairly small 
group of people. This is that a forecast can of- 
ten be self-negating. By showing clearly 
where current trends are leading, it helps to 
galvanise minds into altering that direction. 
This is not to claim that our cover on March 
6th singlehandedly persuaded oil ministers 
that they were heading towards disaster, and 
that they had better cut output, double- 
quick. Rather, the point is that it was part of, 
and contributed to, a general climate of con- 
cern about the over-supply of oil and the 
downward drift of prices. And that is what 
galvanised ministers into action. 

Indeed, the giveaway words in many 
doomed predictions are “on present trends”, 
since trends often contain the seeds of their 


own destruction. Our error lay in not giving. 


that possibility its due weight. 
This is, of course, just one case, albeit an 
embarrassingly prominent one. For sure, 
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there have been plenty of oth- 
ers. But we do at least get some 
things right, even if modesty 
prevents them being listed 
here. The trouble is, it is impos- 
sible to know in advance 
which are which. So wouldn't 
it be better to give up making 
predictions altogether? 


economy 


Predictions and policy 


Let’s own up to a few more 
mistakes first, before explain- 
ing why we will carry on mak- 
ing forecasts. One that would 
be claimed in many Nato de- 
fence ministries is that we were wrong tocrit- 
icise the American and European bombing 
of Serbia this year, as well as to suggest that it 
was unlikely to succeed. “Stumbling into 
war” were our cover words on March 27th, 
when we feared that the Nato effort could 
well fall flat, leaving the Balkans ablaze and 
the alliance weakened. 

It didn’t, they weren't, and it wasn’t. The 
Serbs were indeed driven out of Kosovo. On 
the other hand, Slobodan Milosevic remains 
president of Serbia, and Russia has been 
bombing its own renegade province of 
Chechnya, partly on the grounds that if 
NATO can bomb things to smithereens, so 
can it. So were we right or wrong? Here is 
where the question of error blurs. 

When we analyse a decision such as that 
of NATO to bomb Serbia, we are in reality try- 
ing to assess the risks and rewards of a piece 
of public policy, and in the case of a military 
action such as this the risks must be taken 
particularly seriously. Our view was that the 
risk of air power failing was high, and there- 
fore it would be better for NATO to send ina 
proper force of ground troops as well. In the 
end President Milosevic capitulated, in a 
manner that surprised even the NATO com- 
manders. But we would still argue that if 
preparations had been made to send in a 
ground force from the very beginning, Mr 
Milosevic might well have backed down 
sooner. The eventual outcome did not make 
our advocacy—with its implied predic- 
tions—unreasonable. 

The same could be said of another presi- 
dent who remains in office, one Wil- 
liam Jefferson Clinton. “Just go”, we 
said, and he didn't. This, rather 
plainly (and, to some, objectionably) 
was advocacy rather than predic- 
tion, though it also contained a view 
that America would have been bet- 
ter off if he had resigned, during 1998 
or even after his impeachment. 
Would it have been? There is no way 
to be sure, and President Clinton has 
arguably had a more vigorous 1999 
than we might have expected. But 
his political capital is pretty negligi- 
ble, there were broader (but even 
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less provable)questionsof the defence of the 
rule of law, and the recent debacle at the 
World Trade Organisation in Seattle might 
well have been avoided by a more confident, 
more legitimate president. In the “what-if?” 
game, there are no winners. 

Perhaps, though, it would be as well to 
put politics aside and return to economics, 
which is supposed to be more predictable. 
East Asia’s financial crash of 1997 surprised 
many people, and so has its fast recovery this 
year. Would either have surprised readers of 
The Economist? We did, in fact, point out in 
advance that things were going wrong in the 
region, particularly with property booms 
and fragile banks. Indeed Chris Patten, the 
former governor of Hong Kong, wrote in his 
book “East and West” (Macmillan, 1998) that 
Asia’s troubles “had been both predictable 
and predicted, for example by The Econo- 
mist.” (Thank you, Mr Patten.) 

We also, ina survey of East Asia in March 
1998, said that the region could recover quite 
quickly, if the right economic policies were 
to be followed. So far, so good. But what of 
our survey of Indonesia in July 1997 that said 
that, of the East Asian economies, this one 
looked to be reasonably healthy? Or of the 
warnings we gave, at several moments dur- 
ing 1997-99, that things could become much 
worse, particularly in China and Japan? 

There are twodefences, which itis hoped 
might be illuminating rather than actually 
defensive. One is that the thing that makes 
economic forecasting difficult, if not impos- 
sible, is the sheer complexity and variability 
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|} of the relationships involved. 
What virtually everyone got 





| wrong in East Asia, including 

11,000 us, was the way in which one 
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10,000 ers’,and the way political insta- 
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sa 5,000 The other defence returns 

to the earlier point about advo- 


cacy: to get the “right” econ- 
omic policies followed you need to warn of 
the risks. But if the right policies are followed, 
the risks diminish. 


Right because we are wrong 


When you offer an opinion about public (or 
private or corporate) policy, you must also 
offer a view about the future: the possible 
consequences if the policy is followed, or if it 
isn’t. Indeed, the point is even broader than 
that. In every way that people, firms or gov- 
ernments act and plan, they are making im- 
plicit forecasts about the future. Many will 
prove to have been wrong. Still, one function 
a publication like The Economist can per- 
form is to make such forecasts more explicit, 
to testor challenge them. 

Some may be right at the time, but the 
facts change. For example, scepticism about 
the boost to American productivity from in- 
formation technology is gradually being 
counter-balanced by new facts; and as it has 
done so, we have changed our minds about 
this so-called “new economy” (though not 
yet completely). Other forecasts may be right 
but not yet. That remains our view of the 
“bubble” in the American stockmarket, on 
the basis of which we have for two years 
been urging the Federal Reserve to keep 
monetary policy tight. The Fed has been 
slow to do so, and in our view has thus taken 
a risk that today’s rising corporate and con- 
sumer debt levels may turn into tomorrow’s 
crash. We hope this proves to be wrong. 

But might we be proved right? We can- 
not know. And that is the best point with 
which to leave this subject. For the 
irony is that getting things wrong ac- 
tually reinforces one of The Econo- 
mist’s main messages: namely, that 
free markets are better at determin- 
ing outcomes than are brilliant peo- 
ple sitting in smart offices, be they 
central planners or journalists. Not 
that we get things wrong deliberate- 
ly in order to prove this point, you 
understand. But if we were right all 
the time, communism might have 
worked, Then we would have been 
wrong about that too. 
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Living in the global 


goldfish bowl 


Once private eyes had to spend long hours in “stake-outs”, to rummage in 
dustbins, and to knock on neighbour’s doors to find out anything about their 
targets. But, as our reporter discovered, in today’s wired world, they rarely 


even have to leave their desks 


Py RIVACY has become one of the most 
‘ought-over battlegrounds of the infor- 
“mation economy. As databases prolif- 
erate and the use of the Internet expands in- 
exorably, the calls of consumer groups and 
privacy advocates for more protections have 
grown ever more strident, and the pledges of 
companies to respect the privacy of their 
customers ever more convoluted. At the 
heart of this struggle is a basic dilemma: most 
people want to retain some control over who 
knows what about them, and yet informa- 
tion about individuals is the life-blood of 
most of the burgeoning new service busi- 
nesses. Without their growing databases, 
firms would not be able to tailor their pro- 
ducts to individual tastes, handle secure 
electronic transactions, offer streamlined 
payment and delivery, or target their adver- 
tising and promotion. 

The United States and the European Un- 
ion are locked in a potentially damaging 
trade dispute over how to balance privacy 
against the demands of commerce. In 1995 
the £u passed the Data Protection Directive, 
one of the most comprehensive and strin- 
gent privacy laws in the world. Most £u 
countries have yet to implement it, although 
all are committed to doing so. Some already 
have quite strict laws on their books, Ameri- 
can firms view the eu directive as Draconian 
and unworkable, and object to the eu’s ban 
on the export of data to countries with less- 
strict regulations because this threatens to 
erecta huge barrier to the transatlantic trans- 
mission of information. The American gov- 
ernment wants the Eu to accept instead the 
self-regulation favoured in the United States 
as adequate protection in order to allow data 
exports to continue. 

Is all this fuss about privacy justified? 
Has new technology really made it much 
easier than in the past to dig up information 
about someone? In one sense, it has. The va- 
rious “people-finder” and “business-finder” 
services on the Internet have made it much 
easier to obtain telephone numbers and ad- 
dresses. Once dozens, even hundreds, of in- 
dividual telephone books would have had to 
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be consulted to complete a search which 
now takes seconds. And it is a fact that cred- 
it-card firms, banks and retailers have huge 
amounts of information in their computers 
onnearly everyone. Perhaps this often mere- 
ly results in irritating amounts of junkmail, 
but is the growing band of privacy cam- 
paigners right that we should be alarmed? 

To find out, we asked a private investiga- 
tor (call him Sam—ironically, he prefers to re- 
main anonymous) to demonstrate what in- 
formation it is now possible to gather about 
someone. We could have done this almost 
anywhere in the industrialised world. The 
United States is more computerised, and has 
bigger computer databases, than any other 
country, and so seems the obvious place for 
such an exercise. But instead we chose Brit- 
ain, for two reasons. First, unlike the United 
States, Britain already has a data-protection 
law which is supposed to make such snoop- 
ing difficult, if not impossible. And second, 
the target of our investigation lives in Brit- 
ain--your correspondent. 

I warned Sam that his researches would 
be reported in The Economist and asked 
him to start with only my first and last 
names. He was told not to use any real skul- 
duggery (surveillance, going through my do- 
mestic rubbish, phone-tapping, hacking, 
that sort of thing). He sneered with deri- 
sion. None of that would be necessary. 
All that would be required would be 
a knowledge of public records and 
aconfident telephone manner. 

Sam began with a searchable 
cp called the “ux Info Disk”, 
which costs a mere £49.95 ($80) 
and is compiled from Britain’s 
electoral register. Sold by i-cp 
Publishing, the cp con- 
tains the names and 
addresses of over 44m 
electors, about 95% of 
Britain’s adult popula- 
tion. Even if someone 
has chosen not to have 
their telephone number and 
address listed in telephone di- 
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rectories (some 30% of British numbers are 
ex-directory), their address can still be found 
on the “ux Info Disk”. 

Using the disk, Sam quickly guessed my 
address because there is only one other elec- 
tor in Britain with the same name, and he 
lives some distance from London. Next Sam 
performed two online searches in databases 
of public records. The first online search 
(price: £2) was at the Land Registry, the offi- 
cial register of owners of land in England and | 
Wales. The records for any registered proper- 
ty show who owns it, the date it was pur- 
chased and the name of any secured lender. 
The records for my house showed me as the 
owner. A bank whose mortgage I redeemed 
earlier this year was still shown as the se- 
cured lender. My new mortgage company, 
another bank, had not yet registered its loan, 
but Sam did not know this. 

The next online search was at Compa- ` 
nies House, which is the central repository 
for statutory filings (such as annual financial 
statements) of all companies incorporated 
in England and Wales. A search under my 
name (price: £1) revealed the dates of my ap- 
pointment and rapid resignation from a 
company (set up by a friend). The names and 
home addresses of the other directors are 
also in the records; another former director . 
has the same address as me. A quick check 
on the “ux Info Disk” revealed she is still on 
the electoral roll, so Sam assumed (correctly) 
that she is my partner. My date of birth is also 
shown in the directorship records. 

With a British person’s date of birth it is 
easy to find out his or her mother’s maiden 
name. The records of the central registry of 


































births, deaths and marriages in England and 
Wales are not accessible online. By visiting 
the registry in person, the investigator quick- 
ly found my mother’s maiden name in the 
manual records. He also ordered a copy of 
my birth certificate to ascertain my parents’ 
full names and my father’s occupation. Four 
days later, he had the certificate. My mother’s 
address was traceable in the same way as 
mine had been, but Sam could not readily 
trace my father. He was not on the electoral 
roll and the professional body of which, ac- 
cording to my birth certificate, he was a 
member could find no record of him. 


To assemble this information took less than 
seven hours over the course of a week. And 
Sam had to leave his office only twice 


ex-directory numbers and itemised bills (on 
behalf of four national newspapers) was 
fined a mere £1,200. 

A blagger’s main trick is impersonation, 
principally of the target of the investigation. 
Correct answers toa series of standard ques- 
tions (ie, the details on the aide-memoire) are 
often enough to establish proof of identity 
over the phone. Even if the blagger needs a 
password, how awkward can a bank be, say, 
toan insistent “customer” who has forgotten 
his password? And after deceiving one com- 
pany, the blagger has even more informa- 
tion hecan use tocon the next. 





The next step was my phone number. 
Sam was surprised that directory enquiries 
had no record of any listed or unlisted tele- 
phone numbers in my name (or my partn- 
er’s) at my address (Britain's directory enqui- 
ry service will confirm the existence of 
unlisted phone numbers, but not release 
them). If I had a telephone, its number must 
be listed in someone else’s name. A search on 
a credit-reference database (the two leading 
databases are run by Equifax and Experian) 
revealed the names of four other people 
who had been on the electoral roll at my ad- 
dress since I moved in. Sam tried directory 
inquiries for a listing under one of their 
names and found it under a former partner's 
name. (For the past eight years I have fool- 
ishly thought that this number would be dif- 
ficult to find.) 


The blagger’s tale 


To assemble this information took less than 
seven hours over the course of a week. And 
Sam had to leave his office only twice. He 
then used the public records to prepare a 
small aide-memoire: details of my full name, 
address, postcode, date of birth, home tele- 
phone number and mother’s maiden name. 
The aide-memoire was given to an expert at 
“blagging” (known as “pretexting” in Ameri- 
ca}—tricking companies into disclosing con- 
> fidential information over the phone. The 
blagger, who was told that I was writing this 
article, did the assignment for nothing, but it 
would usually cost as little as £200. 
Obtaining personal data by deception is 
an offence under Britain’s data-protection 
laws. In fact, my blagger was running little 
risk. In the United States it is not even clear 
“that such practices are illegal. In Britain, 
those obtaining information over the tele- 
phone by misrepresenting themselves are 
rarely caught and even more rarely prosecut- 
ed. Two years ago, one of the few investiga- 
tors to be prosecuted in Britain for obtaining 
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To get the information required, a blag- 
ger may have to phone a company several 
times. The technique works because each 
call becomes more convincing as the blagger 
gathers information, and socan elicit more. If 
a different person answers the phone each 
time, the task becomes even easier. That is 
why customer call-centres with tens, or even 
hundreds, of operators can be easy prey. 

The blagger’s first target was my former 
mortgage company (one of the biggest in 
Britain, whose name was obtained from the 
land-registry documents). Despite thinking 
it was my current mortgage company, the 
blagger still succeeded in extracting infor- 
mation. It told him that the loan had been re- 
deemed in June and that the relevant paper- 
work was finalised in mid-October. (Hence 
the company was still on the land register as 
my “current” mortgage company.) And it 
threw in the name of my current mortgage 
company for good measure. This firm, a 
large bank, helpfully gave him details like the 
account number and the precise balance 
outstanding on the mortgage. And it (or per- 
hapsone of my utility suppliers) threw in the 
name and address of my bank and my ac- 
count number. This bank, one of the biggest 
in Britain, helpfully gave him details of my 
bank account, including the precise 
amounts of all sums paid into the account in 
October. (Only a reimbursement of ex- 
penses from The Economist and my 
monthly salary, since you ask.) And 
then the government’s Department 
of Social Security helpfully gave 
him my national insurance num- 
ber, which all British taxpayers 
have and which function a bit 
like the social security numbers 
assigned to Americans. 

The blagger could have ob- 
tained more information (for in- 
stance details of credit-card transactions, or 
phone bills), and frequently does for other 





clients such as lawyers, debt collectors, asset 
tracers and journalists. But the point had 
been made about how easy it is. Without 
even talking to anyone who knows me, Sam 
the private investigator, who knew only my 
name a week ago, had found out quite a bit 
about me. He had a reasonable idea of my 
personal finances—the value of my house, 
my salary and the amount outstanding on 
my mortgage. He knew my address, my 
phone number, my partner's name, a former 
partner’s name, my mother’s name and ad- 
dress, and the names of three other people 
who had lived in my house. He had “found” 
my employer. He also had the names and 
addresses of four people who had been di- 
rectors of a company with me. He knew my 
neighbours’ names, 

If Sam had wanted to find out more 
about a particular aspect of my life, it is not 
difficult to imagine how he could have gone 
about it. He had the names of several people 
whom he could talk to. And, of course, peo- 
ple who know you often provide, directly or 
indirectly, the most revealing information to 
investigators. For instance, what would my 
former partner have told him? 

A new data-protection law which will 
implement the tu directive comes into effect 
in Britain next year. Under it, companies are 
supposed to comply with consumers’ re- 
quests to remove their names from data- 
bases. And the government is introducing 
legislation to allow electors to exclude their 
names from the electoral register made avail- 
able to commercial companies. However, 
the two large credit-reference agencies in 
Britain, whose databases depend heavily on 
electoral data, are lobbying against the opt- 
out applying to the data sold to them: they al- 
ready have a credit-reference file for each 
elector on the register. 

In America, the sale of personal data in 
government and commercial databases is 
far more widespread. The ready availability 
of personal data, coupled with fewer legal 
restrictions on companies, makes blagging 
even easier in America than it is in Britain. 

It is the Internet which has brought 
America’s “reference industry”, as the sellers ` 
of personal data like to call themselves, to the 
attention of the public. Previously, the indus- 
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try was little known; typical customers were 

-law-enforcement agencies, companies, legal 
firms, and private investigators. Now some 
companies’ products are available on the In- 
ternet to virtually anyone. 

Most of the industry's products rely on 
public records acquired from government 
agencies. Depending on the state, these in- 
clude documents such as property records, 
business-entity filings, information from 
lawsuits, court decisions, marriage licences, 
driving records, criminal records and so on. 
They have always been important sources of 
information for any kind of investigator. 

Twenty years ago most public records 
could not be scrutinised outside the office 
where they were kept. Searches were carried 
out in person or using an agent. With over 
3,000 counties in America, searching many 
types of records across many jurisdictions 
was difficult, doing so across the country was 
almost impossible. 

In the 1980s local governments began en- 
tering public records into searchable com- 
puter databases. Since then, huge advances 
in computing have made it easier to store 
and retrieve data. Today only public records 
in remote counties are not fully automated. 
The same advances in computing technol- 
ogy have enabled the reference industry to 
build up its own extensive databases. 

By the mid-1990s most investigators sub- 
scribed to these online databases. They have 
become very powerful research tools. The 
leading firms now offer online searches of 
hundreds of public databases as if those re- 
cords were neatly indexed in one giant data- 
base. For instance, one company, Database 
Technologies (ppt), says it can simulta- 
neously access over 1,000 data sources, con- 
taining billions of records. ppt makes its pro- 
ducts available only to traditional customers 
such as law-enforcement agencies, licensed 
private detectives and companies with more 
than $1 billion in revenue. However, in the 
past year, other companies, such as Informa- 
tion America, have made their extensive da- 
tabases available on the Internet to the gen- 
eral public on a pay-per-search basis. 

The reference industry is self-regulating. 
The big players have drawn up guidelines, 
but some of the smaller companies ignore 
them. There are no restrictions on the sale of 
information gleaned from public records, 
the cornerstone of the industry's products. 
However, there are guidelines limiting the 
sale on the Internet of information acquired 
from non-public sources, such as personal 
data (including social-security numbers) ob- 
tained from credit reports. The big compa- 
nies that sell this type of data on the Internet 
basically rely on their customers’ honesty to 
use the information for a proper purpose. 

All sorts of individual online searches 
can be bought from the big reference compa- 
nies. Searches to find anyone anywhere in 
America are offered by all the companies. 
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These searches are not quite as good as they 
sound. They are more productive if there is a 
clue in addition to the name; with common 
names a search returns many results. Series 
of searches packaged as a product—like pre- 
employment screening or checking out a ro- 
mantic prospect—are also available. 

Once you know where someone lives, 
you can then find out almost anything 
about that person that appears in pub- 
lic records. For instance, for $40 youcan 
buy someone’s previous addresses go- 
ing back ten years, listed phone num- 
ber, family members, other people at 
the same address, neighbours with list- 
ed phone numbers, who owns the prop- 
erty they live in, what property they own in- 
cluding cars, and details of any bankrupt- 
cies, civil judgments and secured loans. You 
can then delve further:$20 will buy youa full 
report on a property. You can also, for in- 
stance, check driving records or check for a 
criminal record, or search for affiliations 
with companies. (Not all of these searches 
are possible in all states.) 

The smaller reference companies offer 
the same sort of searches and more. One 
company, TracingAmerica.com, says it can 
find all sorts of phone numbers: an unlisted 
number costs $65, or a name and address be- 
hind a cell-phone number costs $95. The 
company says its “personal-profile reports” 
include social security numbers, a key piece 
of personal data for locating yet more infor- 
mation. For $150, TracingAmerica.com offers 
a money-back guarantee: if it does not find 
who you are seeking, you get a full refund. 
Many companies, other than those in the ref- 
erence industry, also have databases 
crammed full of information. For instance, a 
phone company can analyse call data col- 
lected for billing purposes and translate that 
data into a detailed subscriber profile—the 





names and addresses of your friends and 
relatives, or the times you are likely to be at 
home, for instance. It may not be long before 
telephone companies attempt to exploit this 
information commercially. 

Other types of data are becoming more 
widely accessible as well. Information on 
aircraft flight-patterns and movements used 
to be sold exclusively to firms within the air- 
transport industry. But now any plane in 
America that submits a formal flight plan— 
which includes most larger planes—can be 
tracked during its flight at two different sub- 
scription websites. For as little as $100 a 
month, they provide not only the plane's lo- 
cation, but also its registration number, des- 













tination and estimated landing time. Or you 
can monitor aircraft movements in and out 
of a particular airport. And if you need to 
find out who owns a plane, aircraft registra- 
tion numbers and owners can be cross-refer- 
enced easily at free websites. 
All this raises another question: how 
private are you on the Internet? Any com- 
puter that communicates with another com- : 
puter over the Internet needs to know the 
other computer’s Internet protocol (rp) ad- 
dress (similar to a phone number). There are 
several ways your 1p address can be traced 
by a website. However, if there is a proxy 
—such as an Internet service provider—be- 


The installation bypassed the anti-virus 
software on my computer which I thought 
was protecting me from this sort of thing 





tween youand the Internet (which is the case 
for most Internet users) your computer is.” 
anonymous to a website. This is because a 
website can only trace as far as the fixed 1P 
address of your Internet service provider; it 
cannot trace the temporary 1p address that 
your Internet service provider allocates to. 
your computer when you are on the In- 
ternet. So when you visit a website for the 
first time through an Internet service provid- 


er, the website cannot, in theory, identify. 


you unless you enter information via your 
keyboard to identify yourself. 


This is also true of subsequent visitseven 


if you have accepted a “cookie’”—tags im-. 
planted on your hard disk by many web- 


= : 

















sites. If you do not provide your name or e- 
mail address, a cookie contains only anony- 
mous information; for instance the pages 
you have visited. 

Many websites can implant a “cookie” 
on your computer (if you do not use the op- 
tion in your browser to block it doing so), but 
most cannot retrieve any information from 
your computer. But if you are tricked into in- 
stalling a program such as Back Orifice (or its 
updated: version, Back Orifice 2000—both 
available free on the Internet), anyone on the 
Internet can operate your computer from a 

. distance, performing almost all the actions 
that you can do. 

Hackers released Back Orifice last year to 
highlight security weaknesses in web- 
browser technology. The program is in- 
stalled on a victim’s computer using a Tro- 
jJan-horse technique; for instance, a victim is 
sent an e-mail attachment that claims tobea 
game but, when opened, really installs Back 
Orifice. With Back Orifice on your computer, 
whenever you are on the Internet a remote 
user can retrieve data from your hard disk 
without you being aware of it. Home com- 
puters are far more vulnerable to attack than 
corporate networks, which are usually pro- 
tected by security features such as firewalls 
and e-mail scanners. 


Thesnoop on your hard disk 


Websites can also retrieve information, auto- 
matically and secretly, from your computer 
each time you visit. When you launch Net- 
scape Navigator 4, for example, it automati- 
cally sends a message to Netscape. The com- 
pany insists that the message, which it 
claims is for marketing purposes only, con- 
tains no personal information, but only soft- 
ware experts know for sure. In November, an 
American security expert found that a pop- 
ular program for listening to digital musicon 
the Internet—-RealNetworks’ RealJukebox— 
was transmitting statistics back to RealNet- 
works from each customer's computer, in- 
cluding a list of all music stored on their hard 
disk and a serial number that could be used 
¿ to identify the customer.RealNetworks 
. Claims that it never stored the information 
and that it is now modifying its software so 
that it no longer transmits the statistics.) 
Buchanan International, a Scottish soft- 
ware firm which specialises in Internet 
: monitoring and security, offered to show 
The Economist what is really possible. The 
company’s staff set up a special page on its 
website to demonstrate that they could re- 
trieve personal data from my home comput- 
er. When I visited the special page, Buchan- 
an International’s computer installed on my 
computer a special program, without alert- 
ing me to the fact. The installation easily by- 
passed the anti-virus software on my com- 
puter-which I thought was protecting me 
_. from this sort of thing. Any other similarly 
“equipped website could do the same thing 
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without my knowingit. 

Buchanan International left a window 
in the special web page to show me what its 
program was doing. The company had asked 
me to create a document, entitled “Do not 
read”, in a folder containing my personal 
files. In a matter of seconds, its computer 
copied the contents of this document, ob- 
tained the name, size, and date stamp of all 
other documents in the folder, and planted a 
document on my computer. Twenty min- 
utes later, I went back to the same web page. 
In the meantime, I had created three new 
documents in my personal folder. 

The next day, Buchanan International e- 
mailed a copy of the “Do not read” docu- 
ment and two lists containing the details of 
the documents in my personal folder. The 
second list of documents included the 
names of the three new documents. Accord- 
ing to Roy Tait, technical director of Buchan- 
an International, a more sophisticated pro- 
gram could do all sorts of tricks. For instance, 
Buchanan’s computer could have instructed 
mine to send the company a copy of every 
document I created on my computer after I 
first visited their website. (The copies would 
be dispatched surreptitiously by my com- 
puter each time I logged on to the Internet.) 

The program written by Buchanan Inter- 
national exploited particular security weak- 
nesses in Microsoft’s Internet Explorer 
browsers, to copy data on my hard disk. The 
default security features on the latest version 
of the browser eliminate these weaknesses 
in most cases. So if the security features on 
my web browser had not been adjusted toa 
low setting, Buchanan’s program would 
have been detected. But Mr Tait points out 
that new security weaknesses in Internet Ex- 
plorer have emerged. For instance, in August, 
asecurity bulletin issued by Microsoft about 
vulnerabilities in its browser controls 
warned: “the net effect is that a web page 
could take unauthorised action against a 
person who visited it. Specifically, the web 
page would be able to do anything on the 
computer that the user could do.” In addi- 
tion to weaknesses in Internet Explorer, 
Mr Tait claims that there are weaknesses 
in the Java programming language 
used in both Netscape and Internet 
Explorer which can be used toinstall a 
program on your computer in a more 
effective and covert way than the 
method used by Buchanan. 

A home computer running such a 
program becomes like a networked comput- 
er in the office. Nothing you do on your per- 
sonal computer at work is private, even if it is 
safe from hackers. For instance, many busi- 
nesses monitor employee e-mails without 
telling their employees. In fact, every stroke 
you make at your keyboard can be moni- 
tored. And the passwords to most password- 
protected files can be cracked. 

Soon your employer will be able to de- 


tect automatically if you visit a website on 
the “dark side” of the Internet (for instance, 
one devoted to hacking or pornography). Bu- 
chanan international has developed an elec- 
tronic map of such websites; the map up- 
dates automatically as the dark side of the 
Internet evolves. Buchanan International’s 
software, System Lookout, will automatical- 
ly log the access of each computer in a net- 
work to any website on the electronic map. 

Even in public, you cannot take your an- 
onymity for granted. When you use a mobile 
phone in an urban area, your phone compa- 
ny has a record of your location. And new 
technology brings new methods of monitor- 
ing. For instance, the use of closed-circuit 
television cameras, pioneered in Britain, is 
growing rapidly. In the latest British experi- 
ment, a network of cameras in one London 
borough was linked to a database of digital 
images of known criminals. Using the latest 
facial-recognition technology, the cameras 
then “recognised” anyone on the database 
instantly and tracked them in real time. 

Visionics, the supplier of the facial-rec- 
ognition system, says that 18 months ago a 
digital image of a face could be compared 
with 1,000 stored images per second; in six 
months’ time, it will be able to scan 100,000 
images per second. Widespread use of this 
technology (for verifying identity, for in- 
stance) will mean the creation of new perso- 
nal data. Perhaps in the not-too-distant fu- 
ture, moving around certain parts of cities, or 
walking through a secure office building, will 
leave a data trail which someone, some- 
where will be able to store, analyse and read. 
Unless technological change in the comput- 
er industry suddenly slows, this could be just 
the beginning. A new age has dawned. 
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sub wile nihil novi 


Fed up with Christmas and all its excesses? Such woes have an ancient 
rovenance. The following manuscript was recently unearthed during 
uilding work in Rome. Written in colloquial, even chatty, Latin (our 

translation can only be an approximation), the text is a first-century guide to 

etiquette during Saturnalia, the pagan festival which Christmas replaced. 

Such guides were popular among imperial Rome’s workaholic middle class 


ATURNALIA is the most wonderful 
time of the year, and also the worst. 
You want to enjoy yourself, but every 
December you end up exhausted, hungover 
and broke. All that shopping! All thase pre- 
sents! All that food! All those children and 
slaves running riot all over the house! 

Relax. The key to a great Saturnalia is 
planning. Follow our question-and-answer 
guide, and you will never drag yourself like a 
corpse into January again. 
® How many days can Itake off? 

The vital question, of course. Saturnalia was 
originally only one day, the 14th before the 
Kalends of January. Augustus allowed three 
days for it, December 17th to 19th, but he was 
a man of severe habits. The festival usually 
lasts for a week, and most people take as 
much time off as they can get away with. 
Macrobius talks of lounging around “for 
most of January”. That is certainly too long, 
but the point of Saturnalia is that, with the 
schools and the law courts closed, people 
can take a break from the frantic pace of 
modern life. Here’s what Saturn himself has 
to say about it, in Lucian’s words: 
During my week the serious is barred; no business 
allowed. Drinking, noise and games and dice, ap- 
pointing of kings and feasting of slaves, singing na- 
ked, clapping of frenzied hands, an occasional 
ducking of corked faces in icy water—~such are the 
functions over which I preside. 





Not everyone can take a break, of course. 
Essential services need to be maintained. 
Cooks go on cooking, accounting for the pall 
of smog that hangs over us all in December, 
and the shops stay open for those last-mi- 
nute gifts you've forgotten. Abroad, too, 
those men engaged on expanding our glori- 
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ous empire have to goon doingso. Only actu- 
ally starting battles is forbidden. A genera- 
tion ago Cicero, writing from Cilicia to a 
friend back home, described how a minor 
tribe called the Pindenissitae (“Who the hell 
are the Pindenissitae?” you will ask) had giv- 
en him a great Saturnalia present by surren- 
dering to him, and that he had taken 3,000 
prisoners who, when sold at auction, had 
fetched 12m sesterces. “The soldiers are en- 
joying the festival thoroughly,” he added. 

® Dolhavetogotothe temple? 
Temple-going on the first day of Saturnalia is 
optional, but itis traditional and good for ap- 
pearances. Most of us seem to have forgotten 
the religious point of the festival, if we ever 
knew what it was. Satu (just to remind 
you) is the sickle-wielding god of sowing and 
grafting. He presided over the Age of Gold, 
that magic and long-past transformation of 
the world, when lions lay down with lambs 
and the earth brought forth crops without 
ploughing. At Saturn’s feast, for just a few 
days, we pretend we are back in that time of 
bliss and plenty, “when wine flowed in riv- 
ers, and there were fountains of milk and 
honey; when all men were good and all men 
were gold,” as Lucian says. 

Virgil once wrote that we are expecting a 
new golden age that will be heralded by the 
birth of a mystical child, a bringer of univer- 
sal peace. It’s a nice story for poets and chil- 
dren, but of course we all know that univer- 
sal peace is what the emperor brings us, if 
rather more expensively. 

æ Whatdol wear? 

No problem here. You are absolutely re- 
quired to leave off the toga and put on the 
synthesis instead. (It’s that thing in the back 


of your wardrobe which looks like a dressing 
gown, only made of flimsier stuff.) Togas 
mean business, lawsuits, affairs of state; the 
synthesis says that you are going to PARTY. 
Some people complain that it makes no 
sense to dress like this when there is ice on 
the ground and Boreas is blowing, especially 
when they have sweated through the sum- 
mer in an all-wool toga praetexta. But nil de- 
sperandum—put on lots of tunics under- 
neath, a fur cloak on top, and beat the slave 
who fires up the hypocaust. 

€E Isit essential to give parties? 

Yes, it is. Only social losers hang round the 
Arcades trying to cadge an invitation. As Lu- 
cian says, there are two main reasons for of- 
fering Saturnalia hospitality to your friends: 


In the first place they banish dull silence from your 
table, and are ready with a good story, a harmless 
jest, or some other contribution to entertainment; 
that is the way to please the gods of wine and love 
and beauty. And secondly they win your love by 
spreading abroad next morning your hospitable 
fame. These are things that would be cheap at a 
considerable price. 


A few party suggestions. Inviting “More 
than the Graces” (three) but “less than the 
Muses” (nine) is the best rule. Food should be 
plentiful but not extravagant. Eggs and fish 
for a starter, followed by boar and turbot, 
then sow’s teats and Lucrine oysters and sau- 
sages and pastry, followed by cheese and 
fruit for desert. Keep the wine well watered. 
Myrtle is always a good choice for decora- 
tions. And the conversation should be decent 
but never serious. Even Caesar, Cicero said, 
would discuss “only light matters such as lit- 
erature”. 

Games are essential. “The dice-box 
reigns supreme,” as Martial says. A favourite 
is choosing a king of the party on a throw of 
the dice, who then makes the other guests 
take their clothes off, libel each other or take 
turns with the flute-girl. People will play for 
hours, and bet on anything that moves. 

@ What about presents? 

This is the biggest Saturnalia headache of all, 
but the answer is simple: give them to every- 
one. This means your clients, your patron, 
your lawyer, your wife, your mistresses, 
your slaves and your children. Make a list of < 
them, and omit noone. “Ihate the crafty and 
mischievous arts of presents,” Martial says; 
“Gifts are like fish-hooks.” But at Saturnalia 
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everyone is fishing, and everyone is biting. 

How much should I spend? you will ask. 
Again, the answer is simple: as much as you 
can afford. Even the young Claudius, who 
was thought too much of a simpleton to be 
given a magistracy or anything of that sort, 
was allowed 40 pieces of gold by Tiberius to 
spend on Saturnalia presents. And Pliny the 
Younger reminds us that Julius Bassus, once 
pro-consul of Bithynia, defended himself 
against charges of rapine and extortion in his 
province by saying that he had needed the 
money “for a few slight gifts on his birthday 
and at Saturnalia.” This will give you some 
idea of the expenditure required. 

Lucian suggests putting aside a tenth of 
your income, as well as going through your 
cupboards to see if you can spare any old 
clothes or tableware. These will do for freed- 
men. Give your slaves a few pennies to 
spend at the fair in the Forum, where they 
sell the sort of trinkets slaves like, and give 
your children nuts and clay toys: they will be 
broken in a day anyway. But be extremely 
careful about how you go about cutting cor- 
ners with everybody else. The tribune Publi- 
cius once suggested that because Saturnalia 
was such a burden on the poor (and even the 
non-poor), no one should give anything but 
wax tapers to anyone richer than himself. He 
was obviously a fool. 

Whole books have been written on 
what to give at Saturnalia. Martial’s “Good 
Gift Guide” suggests you cannot go wrong 
with a nice stationery set, new toga, alabas- 
ter bottles for the ladies, or set of silverware. 
If these are too expensive, the standard of- 
ferings these days are a box of candles, set of 
napkins or jar of plums. Although unorigi- 
-nal, these are quite acceptable; and, if kept 

nopened, they can be recycled with no- 
body. noticing. It was sheer bad luck that 
when Umber sent Martial a festive comuco- 
pia of writing tablets, beans, tablecloths, 
sponges, olives and figs by special delivery 
` (eight tall Syrian slaves), Martial should have 
. spotted that these were all the presents that 
people had sent to Umber in the five days 
before. 
If you prefer not to recycle, youcan try to 
reduce the worth of your presents year by 
year, so that the togas get thinner, the cups 
lighter and the candles more transparent. 
’ But this should not be taken too far. Martial 
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complained that the weight of Postumia- 
nus’s present of silverware fell from four 
pounds in the first year to two pounds in the 
second year and one in the fifth, until in the 
seventh he sent him “half a pound of silver 
scrapings in a little cup”. To another col- 
league he wrote what might be called an 
“Ode to Meanness”: 


You send me, Paulus, a leaf from a praetor’s crown, 
and give it the name of a wine-cup. Some toy of the 
stage has perhaps recently been covered with this 
thin substance, and a dash of pale saffron-water 
washed it off. Or is it rather a piece of gilding 
scraped off (as I think it may be) by the nail of a 
cunning servant from the leg of your couch? 


Many friends are a puzzle when it comes 
to presents. Looking for that special gift for 
the man or woman who has everything? 
Can't face another jar of plums this year? 
Why not consider some of Martial’s other 
suggestions: live mullets, a peacock-feather 
fly-whisk, a snow strainer, or “Cilician socks 
from the beard of the fetid goat”? 

E How can | avoid family arguments over 
which shows to watch? 

There is no point in having such arguments, 
since nothing of quality is ever put on for the 
holidays. It is always the same old formula: 
criminals torn to pieces, a commercial break, 
followed by Gauls eviscerated, and ending 
with a crowd-scramble when the emperor 
throws out vouchers for free wine. 

E Dolhave to give my slaves time off? 
Unfortunately, yes. Part of the vaguely reli- 
gious point of Saturnalia is that it is a festival 
of freedom: “When I was king,” Lucian’s Sat- 
um says, “slavery was not.” This is why pris- 
oners are not executed (except for your view- 
ing pleasure) and children are excused from 
school; and it is also why your slaves are al- 
lowed to dress up, dance, insult you to your 
face, refuse to wait at table and generally mis- 
behave. It is horribly inconvenient, just when 
you are trying to impress your friends and 
hangers-on with the quality of your domestic 
service, to find it in flagrante in the garden, or 
throwing up in the street. But just for a week, 
all men are equal. You must indulge all this 
with a tight-lipped smile. 

æ Howdoldeal with unwanted guests? 
You must be nice to them, even when they are 
relatives you wish you didn’t have or friends 
on whom you thought you had tumed your 
back. That is the Saturnalia spirit. And re- 


member, when they walk cheerily through 
the door, that things might be worse: they 
might be Julius Caesar and half his army, 
who tumed up uninvited one Saturnalia and 
expected Cicero to entertain them. The great 
orator, of course, was stoical about it: 
It was really very pleasant. But when he arrived at 
Philippus’s place on theeveningof December 18th, 
the house was so thronged by the soldiers that 
there was hardly a spare room for Caesar himself 
todine in. Two thousand men, no less! 1 was really 
worried about what would happen the next day, 
but Cassius Barba came to my rescue and posted 
sentries on the house. On the s9th, after being 
anointed, Caesar took his place at dinner. He was 
following a course of emetics, and so both ate and 
drank with uninhibited enjoyment. It was a really 
fine, well-appointed meal. His entourage more- 
over was lavishly entertained in three other dining 
rooms. The humbler freedmen and slaves had all 
they wanted—the smarter ones I entertained in 
style. In a word, [showed them knew how to live. 
Still, my guest was not the kind of person to whom 
_one says, “Do come again when you are next in the 
neighbourhood.” 


E Can't just skip the whole thing? 

You must be a philosopher, or some other 
sad Greek. It is not done to get out of Saturna- 
lia, and only spoilsports try. However, if you 
insist, you could always retire to your coun- 
try house and, once there, retreat still further 
to a summer house in the garden. Pliny the 
Younger did this. He told a friend that when 
he sat there, with the interior curtains drawn 
and the windows open on views of the sea, 
he was quite unable to hear, in the house, 
“the licence and mirth of the servants”. “I 
don't hinder their festivities,” he wrote, “and 
they don’t disturb my studies.” The philoso- 
pher Seneca did much the same in his flat in 
the middle of Rome, and Juvenal said he 
knew lots of starving poets who simply 
spent the holidays in their attics, getting their 
verses ready for the publisher. 

For poets, of course, the unbridled excess 
and commercialism of the festival is disgust- 
ing. Others might agree. But there is a good 
reason for taking part, even if you remain 
unmoved by the magic of these “best of 
days”, as Catullus calls them. The world’s 
only superpower will never preserve its 
booming economy without the wild holiday 
spending of ordinary Romans. In this con- 
sumer-led Golden Age, Saturnalia is no lon- 
ger an indulgence. It's a civic duty. 
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What fun? 


Parties are about a lot more than having a good time 


Py HERE are two kinds of parties that 
matter—the ones people join and the 
ones people go to. The second sort 

change the world more than the first. They 
certainly excite the imagination of more peo- 
ple and give more delight, stirring the gene 
pool, filling newspapers, creating jobs and 
building contacts. Parties may seem the ulti- 
mate in evanescent pleasure, but they have 
always been a business with a serious side. 

Take one of the glitziest parties of 
1999. Aurelia Cecil, a London public- 
relations diva, has on her exclusive 
client list the fashion house of Ver- 
sace and De Beers, the giant of the di- 
amond business. Both independent- 
ly asked for her help in staging a big 
event, three weeks apart. On June 
gth she brought the two together and 
added Krug, to do the champagne, as 
well as a clutch of jewellers, two of 
them her clients. Donatella Versace 
did the “look”—lots of purple and 
crystal everywhere at London’s Syon 
House, a stately home which boasts a 
Robert Adam interior and 30 acres of 
gardens landscaped by “Capability” 
Brown. Bon Jovi, a rock group, pro- 
vided the music. 

Miss Versace has the advantage 
of being a world-class celebrity, and 
so are her best friends. Going by the 
party, these include 
Prince Charles, 
whose appearance 
as star guest con- 
firmed his transfor- 


mation from dour 
loser to Europe's 
most fashionable 


royal. The result was 
a party that raised 
an impressive 
£250,000 ($414,000) 
for charity. (“In 
America you can do 
four times as much 
money in an eve- 
ning, of course, but 
in London it’s a lot,” 
explains Ms Cecil.) 
More to the point, as 





far as the sponsoring companies were con- 
cerned, the constellation of guests guaran- 
teed massive media coverage: “in every pa- 
per, on every television channel around the 
world—$20m-worth of publicity,” boasts 
Ms Cecil. 

Such boasts, of course, are just part of the 
usual hype of professional party-givers. And 
yet there is no doubt that many of the most 
lavish parties are carefully judged commer- 
cial events. They raise money; they attract 
publicity; they do favours for which future 
favours will be expected. 

Aclassic instance is the party that Vanity 
Fair, an American magazine, throws on the 
day of the Oscar awards. “If you judge it ac- 
cording to celebrities,” says Toby Young, a 
British journalist who has actually been in- 
vited, “it’s certainly the best party in the 
world.” It involves three months of frantic 
planning by a full-time staff; and costs (say 
outsiders; the magazine is silent on this grub 
by aspect) perhaps $2.5m, of which perhaps 
$im goes directly on the venue, the caterers, 
the music and so forth. But it is a huge publi- 
city opportunity—a “positioning event”, as 
Vanity Fair folk call it. It gives the magazine a 
bargaining chip with Hollywood publicists: 
in exchange for inviting some of their less 
glamorous clients, they are supposed to per- 
suade their biggest clients, the A-list celebri- 
ties, to pose in the magazine. 

Celebrities are what sell a party. “After 
all, when you walk intoa party, the first thing 
you dois tolook up the guest list and see who 
you know,” says Ms Cecil. For her, a name 
such as that of Catherine Zeta-Jones or Na 
omi Campbell brings instant reassurance. 
Those are good names, but not necessarily 
the top of the tree. “Nobody has replaced Di- 
ana,” mourns Vassi Chamberlain, features 
editor of Tatler, a British magazine devoted 
to style and the social whirl. 

Increasingly, parties are entertainments 
to which the media rights can be sold. After a 
frantic bidding war, ox!, a celebrity maga 
zine, secured exclusive rights to the wedding 
of Victoria Adams (“Posh Spice”) and David 
Beckham, a footballer, for £1m. And as spec- 
tacular visual events, packed with big names 
dressed to kill, celebrity parties have the in- 
gredients that make delightful news, a guar- 
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anteed relief from the glum staples of mur- 
der and mayhem. Small wonder that the 
commercialisation of parties has proceeded 
step-by-step with the growth of the media. 
As Daniel Boorstin pointed out 38 years ago 
in “The Image: What Happened to the Amer- 
ican Dream”, the rise of the cult of the celeb- 
rity reflects the increase in the demand for 
news which began in the 19th century when 
the invention of the rotary press increased 
the supply and cut the cost of newspapers by 
making it possible to print both sides of a 
continuous sheet of newsprint. How to fill all 
those column inches? Another innovation, 
moving pictures, provided an answer by cre- 
ating an endless stream of celebrities. 

Indeed, Mr Boorstin observed, most ce- 
lebrities had as much interest in being writ- 
ten about as newspapers had in filling their 
pages. “Formerly, a public man needed a 
private secretary for a barrier between him- 
self and the public,” he noted. “Nowadays he 
has a press secretary, to keep him properly in 
the public eye.” Where better to be noticed 
than arriving, a glamorous woman at his 
side, at a celebrity-strewn party? 


Louis XIV’s bash in 1664 lasted a week. 
When royal party-giving skills later died out, 
the French monarchy ran into trouble 


history (although better remembered now 
for his lovely architecture). George I had mu- 
sic to die for: Handel’s compositions for his 
firework displays and entertainments on the 
Thames. The courts of Europe in the 17th and 
18th centuries also gave parties with a pur- 
pose, but the purpose was more serious than 
publicising starlets. 

Probably nobody understood that as 


well as Louis XIV, France’s Sun King, whose ` 


skills as a master of ceremonies were honed 
over 75 years. His grandest bash, in May 1664, 
knownas the “Pleasures of the Enchanted Is- 
land”, has a good claim to be the party of the 
millennium. Its purpose was to launch Ver- 
sailles flamboyantly, and the king’s latest 
mistress, Louise de la Valliére, more discreet- 
ly. The 600 guests were treated to a night- 
time procession lit by lamps hung from trees 
at which the king wore silver armour en- 
crusted with diamonds; to music composed 
and performed by Lully; to luscious ban- 
quets; and toa ballet of “giants of prodigious 
size”. The festivities lasted a week and ended 
with the premiere of Moliére’s “Tartuffe”. 
This party was not merely about having 





Conversely, what greater misery than to 
be excluded? The cleverest party-givers un- 
derstand this. Mr Young recalls the moment 
when Graydon Carter, editor of Vanity Fair, 
draped an arm over his shoulder towards 
the end of the magazine's 1996 Oscar party 
and told him the secret of successful party- 
giving: “Toby, it’s not who you say yes to—it’s 
who you say no to.” 

A great guest list (and lots of unhappy 
not-inviteds) is only the first step. A big party 
involves a whole array of trades and crafts, 
some of whose practitioners eventually be- 
come celebrities in their own right. At the cut- 
ting edge of conspicuous consumption is 
flower-arranging, the most transient of arts 
< but one which, with perfume and colour, 

“can provide a party with that essential 
“wow” factor. Eric Buterbaugh, one of Los 
- Angeles’s most successful florists, decorates 
many private parties where as much as 
$20,000 is spent on flowers alone. Throw in 
perhaps $30,000 for someone to design the 
“look”, another $40,000 for food and wine, 
$30,000 to rent and decorate a marquee; still 
more for a famous band and for all the inci- 
dentals such as security and parking, and the 
bill for entertaining 100 people can easily be 
around $150,000, he says. 

Grand such shindigs may be, but they 
were once even grander. England’s Charles I 
had the advantage of the services of Inigo 
Jones, perhaps the greatest party-planner in 
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fun. “It was a showcase for French culture, 
given to impress Europe,” says Munro Price, 
who has written extensively on the politics 
of the French court (“Preserving the Monar- 
chy: the Comte de Vergennes 1774-87”, Cam- 
bridge, 1995). “Besides, parties were a way to 
keep entertained people who might other- 
wise plot in their castles against the king.” In- 
deed, he argues, it was when royal party-giv- 
ing waned that the French monarchy ran 
into trouble. Marie Antoinette grew up in the 
Habsburg court which imitated the Ver- 
sailles style without ever quite equalling it. 
She preferred playing shepherdess with 
close chums in the Petit Trianon to lavishing 
entertainment on courtiers. No wonder they 
grew bored, and seditious. 

Anthropologists and sociologists have 
been slow to spot parties as an attractive sub- 
ject for study. William Ury is an exception: 
associate director of Harvard Law School's 
research programme on negotiation and au- 
thor of a new book on the subject (“Getting 
to Peace”, Viking, $23.95), he is an anthropol- 
ogist who has been examining the partying 
patterns of early groups of humans. Most of 
the time, he says, they lived in groups of 25 or 
so, but once a year 500 people would gather 
“for rituals, trading, finding mates and the 
sheer excitement of being in a larger group”. 

Mr Ury believes that today parties are 
becoming more important than ever. Busi- 
nesses are increasingly “relationship-dri- 





ven”, dominated by alliances, mergers and 
teams, while in other social contexts the 
growth of telecommunications means that 
people come in contact with a wider variety 
of people outside of work as well. Parties 
“play a horizontal bridging role, giving peo- 
ple a different context in which to relate,” he 
argues. “They are rich venues for building 
new and unexpected relationships.” They 
also help create what he calls “emotional 
capital”: if people have met each other at a 
party, they may be more willing in future to 
trust each other. As a result, the more elec- 
tronically connected the world becomes, the 
more important parties should grow. 

But will they be fun? Mr Buterbaugh 
spent seven years partying in London before 
he took up flower-arranging in Los Angeles. 
He deplores the Angeleno approach. “In La, 
parties are about business. So no one will let 
down their guard, and they won't drink too 
much or say the wrong thing to the wrong 
person. You go to a party and the first thing 
people say is, ‘what do you do?’ If you’re use- 
ful, they'll continue the conversation. But ev- 
eryone’s out of there by 10.15.” 

London, by contrast, is “where people go 
to parties to have fun.” Not surprisingly, the 
British doyennes of the social scene agree. 
“London is the style capital of the world,” an- 
nounces Ms Cecil, “and the English press are 
the most influential.” A stylish event is more 
likely to attract global coverage if held in 
London than anywhere else. “The only capi- 
tal in Europe that gives spectacular parties,” 
agrees Ms Chamberlain of Tatler. “Why? We 
drink so much and we're so gregarious.” 

The tradition of wild partying in London 
goes back a long way. When Queen Caroline 
successfully fought off her royal husband's 
attempts to divorce her in 1820, her Whig 
supporters threw a party for London that 
lasted for five days, producing what some 
historians claim to be the longest hangover 
in history. 

Throughout the first half of this century, 
London had a bevy of magnificent and 
sometimes eccentric hostesses who filled 
their lives with guests. Brian Masters, who 
once wrote a book on them, recalls with spe- 
cial affection Sybil Colefax. She gave a lun- 
cheon and a dinner party every day of the 
week. Her party-giving survived the blitz: 
during the second world war, says Mr Mas- 
ters, people used to claim that “the only 
sound you could hear in the blackout was 
that of Sybil Colefax climbing the social lad- 
der.” On the death of her dull husband, who 
was Said to “bore for England”, she founded 
Colefax & Fowler, a smart wallpaper busi- 
ness whose products still line the walls of 
grand London homes, and moved her par- 
ties to the Dorchester where, says Mr Masters 
in admiration, “she charged people to attend 
them.” She was said to have died with a 
phone in her hand, a party martyr. 
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The foresight saga 


One hundred ways to make a trillion dollars... 


HO will be the world’s first trillion- 
aire? Most people would currently 
put their money on Bill Gates. If (a 
big if) the share price of Microsoft continues 
to rise at the same pace as it has in the past 
five years, then Mr Gates would indeed be 
worth $1 trillion within six years. The Econo- 
mist, however, is pleased to reveal that Mr 
Gates has (in theory, at least) al- 
ready been beaten to the crown 
of trillionaire by a little-known, 
but brilliant investor named Fe- 
licity Foresight. 

When Ms Foresight was 
born in America, on January ist 
1900, her parents invested $1 on 
her behalf (the equivalent of 
$22 in today’s prices) in a broad 
basket of American shares, to 
provide a little something for 
when she grew up. If the $1 had 
then simply been left there, 
with the dividends reinvested, 
that nest egg would now be 
worth almost $15,000. Enough 
for a splendid 100th birthday 
party perhaps. However, Felicity—a rather 
precocious child—reckoned she could do 
much better. Discovering at an early age that 
she possessed perfect foresight about the 
performance of financial markets, her par- 
ents encouraged her to adopt a more active 
investment strategy, moving her funds ev- 


ery year. (As a toddler, she expressed her 
country and asset preference by gleefully 
ripping up the relevant page from The Econ- 
omist, to which her parents, of course, sub- 
scribed.) 

At the start of each year, Ms Foresight 
would predict which asset and which mar- 
ket around the world—shares, bonds, cash, 











property, precious metal, etc—would experi- 
ence the highest total dollar return (income 
plus capital gain) over the following 12 
months. Then, ignoring all the usual rules 
about risk diversification, she would invest 
all her wealth in that single asset and not 
touch it for a year. This she has done on the 


first trading day of each year throughout this 
century, allowing all dividend and interest 
income to be reinvested. The lucky lady 
thereby enjoyed large gains, but never suf- 
fered any losses, such as the 89% plunge in 
American share prices in the three years 
after the 1929 crash. 

Chart 1 lists all her investment choices, 
year by year. Ms Foresight’s three most fre- 
quent punts during the century were Ameri- 
can shares, French shares and silver. But 
from time to time she successfully had a flut- 
ter on gold (in 1974 and 1975, when the gold 
price soared after it was set free), corporate 
bonds and several emerging markets, which 
have proved highly lucrative over the past 
decade. In 1998, for instance, she benefited 
from the 141% dollar return in South Korea’s 
stockmarket. Her best invest- 
ment of the century was in 1993 
when Polish shares yielded an 
average dollar return of 750%. 
The most disappointing year 
was 1931 when both share and 
bond prices plunged every- 
where. Ms Foresight had wisely 
put her money in American 
Treasury bills, but these offered 
a mere 1%. Over the century asa 
whole, her portfolio earned an 
enviable average annual total 
return of 55%. 

Felicity not only has perfect 
foresight, she has also been can- 
ny enough to dodge taxes. And, 
living frugally, she has not spent 
acent of her wealth. So how much is her ini- 
tial $1 stake worth today? If Ms Foresight had 
succeeded in picking the best performing as- 
set each year (of those assets for which we 
could find historical data on total returns), 
she would now be worth an incredible 
$9,607,190,781,673,150,000 or $9.6 quintil- 
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lion—some 110m times richer than Mr Gates 
who has a mere $85 billion. It took 55 years to 
become a millionaire, but only another 31 
years for her tomake a trillion dollars, in 1985 
(see chart zon the previous page). 

The above figures assume that Ms Fore- 
sight invested her fund in a broad basket 
which mirrored her favoured market each 
year. (We have also restricted her to those 
markets that are tracked each week in the in- 
dicator pages at the back of The Economist 
and for which we could easily find back 
years’ data.) She would clearly have done 
even better if she had bought shares in that 
market's best-performing company. Take 
1999, for example. By our cut-off date in early 
December, her 1999 investment in the Turk- 
ish stockmarket had yielded a dollar return 
of 115%. But had she selected one of the top- 
performing Turkish companies, she could 
have enjoyed a retum of more than 300%. 

Our research also shows that basic com- 
modities, whose prices tend to be highly vol- 
atile, would often have been a year’s best 
buy, especially earlier this century. For ex- 
ample, the price of cotton rose by more than 
Ms Foresight’s selected asset in 15 of the 100 
years. A tempting investment, but where on 
earth could she have stored it all? If she had 
included cotton in her portfolio, then in 1973, 
the most recent year when cotton prices 
would have topped the performance league, 
her fund would have been sufficient to buy a 











bulky 17.6m bales (each weighing 480 
pounds) of cotton—enough then to make six 
T-shirts for everybody in the world. 


Get real 


In practice, even an investor who could per- 
fectly predict the future would find it impos- 
sible to match Ms Foresight’s performance, 
because of three big obstacles: dealing costs, 
taxes, and the limited size of financial mar- 
kets. If we deduct dealing costs (these vary by 
asset, but are assumed to average just under 
1% a year), the current value of Ms Foresight’s 
fund is reduced by more than half to $4.4 
quintillion. Dealing costs take a big bite out 
of the final value of a fund because of the 
power of compound interest, which exag- 
gerates the impact of small differences in an- 
nual returns over long periods. 

A second oversimplification is that we 
have assumed that no taxes were paid on 
dividend and interest income or on capital 
gains. If tax had been deducted, this would 
have made another huge dent in the total re- 
turn. America’s top rate of income tax was 
above 70% from the 1940s to the 1970s. British 
investors in the late 1970s faced a top rate of 
tax on investment income of as high as 98%. 
If we assume that the total return (capital 
and income) is subjected to an average tax 
rate of 25% each year, this would reduce the 
current value of Ms Foresight’s fund to 

“only” $1.3 quadrillion. And, of course, $1 to- 
day is not worth as much as in 1900. After de- 
ducting 100 years of inflation, Felicity’s nest 
egg is now worth $58 trillion in 1900 prices. 
However, if Felicity had paid taxes, Ameri- 
ca’s Treasury would also have enjoyed a 
large windfall in recent years, pushing its 
budget into even bigger surplus. 

The third “complication” in the real 
world is that Ms Foresight has been too suc- 
cessful: the gross size of her fund has become 
so large in recent years that no market is big 
enough to absorb all her money. Take silver. 
The 268% rise in the silver price in 1979 was at 
the time blamed on Nelson Bunker Hunt, a 
rich Texan who tried to corner the market. 
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But it is now clear that it was all Felicity’s 
fault. In January 1979 she had sufficient 
money to buy the equivalent of more than 
five years of world silver production. 
Likewise during the past decade Ms Fore- 
sight’s fund (especially had she escaped tax) 
would have dwarfed individual stockmark- 
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ets. America’s total stockmarket capitalisa- 
tion is $13 trillion; those of Russia or Argen- 
tina amount to around only $50 billion. If she 
had tried to invest in these tiddlers, share 
prices would have soared even higher—at 
least until she tried to pull out. Indeed, Ms 
Foresight’s current treasure chest of $1.3 
quadrillion (after dealing costs and tax) sim- 
ply has nowhere to go: the estimated total 
value of all the equities, bonds, bank depos- 
its, precious metals, art and property in the 
world is today around only $130 trillion. 


Hitting acentury 

Do the past 100 years offer any lessons for 
less-gifted investors? Over the century as a 
whole, shares have outperformed bonds, 
property and precious metals. Among those 
assets for which continuous data exists, 
American shares fared best over the 100 
years, with an average total return of 10% (see 
chart 3 on the previous page), compared 
with less than 5% on government bonds. 
Gold and silver, which are meant to offer 
hedges against inflation, both lagged behind 
American consumer prices over the century, 
with average annual returns of only 2-3%. 
Since 1980, a period for which we have total 
return data for a wider range of assets, in- 
cluding fine art and property, Swedish and 
Dutch shares top the league in dollar terms; 
gold and silver again languish at the bottom 
(see chart 4 on the previous page). 

Figures for emerging markets are avail- 
able only for a shorter period. Since 1990, 
Greek equities have been the world’s best- 
performing asset, with an average dollar re- 
turn of 22%; at the other extreme, Indonesian 
shares and Tokyo property prices have fallen 
by an average of 9% a year (see chart 5). 

In theory, riskier (ie, more volatile assets) 
should yield higher average rewards--and 
are more likely to be the best investment ina 
particular year rather than more staid assets, 
such as government bonds or mature stock- 
markets. This explains why an emerging 
market has topped the league in 13 of the past 
14 years. Argentine and Venezuelan equities 
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have been by far the most volatile over the 
past decade (as measured by the standard 
deviation of annual returns), but they have 
also delivered some of the best average re- 
turns. However, the relationship between 
risk and reward does not always hold. Over 
the past two decades, gold and silver, and 





some emerging markets have not only been 
more volatile than equities or bonds in 
America or Britain, say, but they have also 
yielded much lower average returns. 

Timing is everything: in 1989 and 1991 Ar- 
gentine shares showed handsome gains, of 
205% and 445% respectively. However, in the 
year in between they plunged by more than 
two-fifths. An investor who lacks perfect 
foresight can quickly be wiped out. For in- 
stance, if an investor starting out with $1 bil- 
lion in 1900 had repeatedly put his money 
into the world’s worst-performing market 
each year, by now he would be left with only 
acent. 

Some investors who lack the advantage 
of perfect foresight favour a contrarian strat- 
egy: each year placing their money in the as- 
set that performed worst in the previous 
year. That would have been a pretty safe 
plan up until 1993. By then $1 in 1900 would 
have grown to $3,510 (ignoring dealing costs 
and taxes), an annual annual return of 9%. 
But during the past six years this strategy 
would have gone badly wrong, reducing the 
fund to only $1,730 today. The main reason 
for this is the more recent inclusion of vola- 
tile emerging markets, which are quite capa- 
ble of falling sharply two years in a row. Even 
so, over the century as a whole, this strategy 
would still have beaten a strategy of leaving 
all money passively in safe American Trea- 
sury bonds: that would have transformed 
the original dollar into only $86. 

But what readers really want to know, of 
course, is what is Felicity’s hot tip for next 
year? She says she is still thinking about it, 
but it certainly won’t be what she started 
with—American shares. 






Sources include: Art 100 Index/Art Market Re- 
search; Barclays Capital; Federal Reserve Bank of 
Boston; Global Financial Data; International Fi- 
nance Corp, Japanese Real Estate Inst; Morgan 
Stanley Capital International; Nationwide; Pri- 
mark Datastream; sap pri/McGraw Hill us 
Dept. of Commerce; World Gold Council. 
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Rethinking thinking 


Economists are starting to abandon their assumption that humans behave 
rationally, and instead are finally coming to grips with the crazy, mixed up 


creatures we really are 


RE economists human?” is nota ques- 
ion that occurs to many practitioners 
f the dismal science, but it is one that 
springs to the minds of many non-econo- 
mists exposed to conventional economic ex- 
planations. Economists have typically de- 
scribed the thought processes of homo 
sapiens as more like that of Star Trek’s Mr 
Spock—strictly logical, centred on a clearly 
defined goal and free from the unsteady in- 
fluences of emotion or irrationality—than 
the uncertain, error-prone groping with 
which most of us are familiar. Of course, 
some human behaviour does fit the rational 
pattern so beloved of economists. But re- 
member, Mr Spock is a Vulcan, nota human. 

Even economists are finally waking upto 
this fact. A wind of change is now blowing 
some human spirit back into the ivory tow- 
ers where economic theory is made. It is be- 
coming increasingly fashionable for econo- 
mists, especially the younger, more 
ambitious ones, to borrow insights from psy- 
chologists (and sometimes even biologists) 
to try to explain drug addiction, the working 
habits of New York taxi-drivers, current sky- 
high American share prices and other types 
of behaviour which seem todefy rationality. 
Alan Greenspan, the chairman of the Fed- 
eral Reserve, made a bow to this new trend 
when he wondered about the “irrational ex- 
uberance” of American stockmarkets way 
back in December 1996 (after an initial flut- 
ter of concern, investors ignored him). 

Many economic rationalists still hold 
true to their faith, and some have fought 
back by devising rational explanations for 
the apparent irrationalities studied by the 
growing school of “behavioural econo- 
mists”. Ironically, orthodox economists have 
been forced to fight this rearguard action 
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against heretics in their own ranks just as 
their own approach has begun to be more 
widely applied in other social sciences such 
as the study of law and politics. 

The golden age of rational economic 
man began in the 1940s. Famous earlier 
economists, such as Adam Smith, Irving 
Fisher and John Maynard Keynes, had made 
use of irrationality and other aspects of psy- 
chology in their theories. But in the post-war 
years these aspects were mostly brushed 
aside by the new wave of rationalists. The 
dominance of rationality went hand-in- 
glove with the growing use in economics of 
mathematics, which also happened to be 
much easier to apply if humans were as- 
sumed to be rational. 

Rational behaviour was understood to 
have several components. At a minimum— 
so-called “narrow rationality”—homoecon- 
omicus was assumed to be trying always to 
maximise his general “happiness”: what 
John Stuart Mill, a 19th-century philosopher, 
called “utility”. In other words, given a 
choice he would take the option with the 
highest “expected utility”. And he would be 
consistent in his choices: if he preferred ap- 
ples to oranges, and oranges to pears, he also 
preferred apples to pears. In addition, there 
is a broader definition of rationality which 
includes the notion of a person’s beliefs be- 
ing based on logical, objective analysis of all 
the available evidence. Whether this is a 
meaningful definition continues to be the 
subject of much philosophical debate. 

By the late 1970s, economic rationality 
was notonly the orthodoxy, it began toeffect 
events in the real world. Macroeconomic 
policy, notably in America and Britain, fell 
into the hands of believers in the theory of 
“rational expectations”. This said that, rather 





than forming expectations on the basis of 
limited information drawn from previous 
experience, people take into account all 
available information. This includes making 
an accurate assessment of government poli- 
cy. Thus, when governments announced 
that they would do whatever was necessary 
to bring down inflation, people would ad- 
just their expectations accordingly. 

In the same way, Wall Street investment 
firms, too, increasingly fell under the spell of 
the “efficient markets hypothesis”, an econ- 
omic theory that assumes that the prices of 
financial assets such as shares and bonds are 
rationally based on all available informa- 
tion, Even if there are many stupid investors, 
went the theory, they would be driven out of 
the market by rational investors who could 
profit by trading against the investments of 
the foolish. As a result, economists scoffed at 
the notion that investors could consistently 
earn a higher return than the market average 
by picking shares. How times have changed. 
Some of those same economists have now 
become investment managers—although 
their performance has suggested that they 
should have paid heed to their earlier beliefs 
about the difficulty of beating the market. 

During the 1980s, macroeconomic poli- 
cies based on rational expectations failed to 
live up to their promise (although this was 
probably because people rationally refused 
to believe government promises). And the 
stockmarket crash of October 1987 shattered 
the confidence of many economists in efi- 
cient markets. The crash seemed to have oc- 
curred without any new information or rea- -> 
son. Thus, the door of the ivory tower 
opened, at first only slightly, to theories that 
included irrational behaviour. Today there is 
a growing school of economists who are 
drawing on a vast range of behavioural traits 
identified by experimental psychologists 
which amount to a frontal assault on the 
whole idea that people, individually or as a 
group, mostly act rationally. 

A quick tour of the key observations 
made by these psychologists would make 
even Mr Spock’s head spin. For example, 
people appear to be disproportionately in- 
fluenced by the fear of feeling regret, and 
will often pass upeven benefits within reach 
to avoid a small risk of feeling they have 
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failed. They are also prone to cognitive dis- 
sonance: holding a belief plainly at odds 
with the evidence, usually because the belief 
has been held and cherished for a long time. 
Psychiatrists sometimes call this “denial”. 

And then there is anchoring: people 
are often overly influenced by outside sug- 
gestion. People can be influenced even when 
they know that the suggestion is not being 
made by someone whois better informed. In 
one experiment, volunteers were asked a se- 
ries of questions whose answers were in per- 
centages—such as what percentage of Afri- 
can countries is in the United Nations? A 
wheel with numbers from one to 100 was 
spun in front of them; they were then asked 
to say whether their answer was higher or 
lower than the number on the wheel, and 
then to give their answer. These answers 
were strongly influenced by the randomly 
selected, irrelevant number on the wheel. 
The average guess when the wheel showed 
10 was 25%; when it showed 65 it was 45%. 

Experiments show that most people ap- 
parently also suffer from status quo bias: 
they are willing to take bigger gambles to 
maintain the status quo than they would be 
to acquire it in the first place. In one common 
experiment, mugs are allocated randomly to 
some people in a group. Those who have 
them are asked to name a price to sell their 
mug; those without one are asked to name a 
price at which they will buy. Usually, the av- 
erage sales price is considerably higher than 
the average offer price. 

Expected-utility theory assumes that 
people look at individual decisions in the 
context of the big picture. But psychologists 
have found that, in fact, they tend to com- 
partmentalise, often on superficial 
grounds. They then make choices about 
things in one particular mental compart- 
ment without taking account of the implica- 
tions for things in other compartments. 

There is also a huge amount of evidence 
that people are persistently, and irrationally, 
over-confident. Asked to answer a factual 
question, then asked to give the probability 
that their answer was correct, people typi- 
-cally overestimate this probability. This may 
be due to a representativeness heuristic: 
a tendency to treat events as representative 
of some well-known class or pattern. This 
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gives people a sense of familiarity with an 
event and thus confidence that they have ac- 
curately diagnosed it. This can lead people to 
“see” patterns in data even where there are 
none. A closely related phenomenon is the 
availability heuristic: people focus exces- 
sive attention on a particular fact or event, 
rather than the big picture, simply because it 
is more visible or fresher in their mind. 

Another delightfully human habit is 
magical thinking: attributing to one’s own 
actions something that had nothing to do 
with them, and thus assuming that one has a 
greater influence over events than is actually 
the case. For instance, an investor who luck- 
ily buys a share that goes on to beat the mar- 
ket may become convinced that he is a skil- 
ful investor rather than a merely fortunate 
one. He may also fall prey to quasi-magi- 
cal thinking—behaving as if he believes 
his thoughts can influence events, even 
though he knows that they can’t. 

Most people, say psychologists, are also 
vulnerable to hindsight bias: once some- 
thing happens, they overestimate the extent 
to which they could have predicted it. Close- 
ly related to this is memory bias: when 
something happens people often persuade 
themselves that they actually predicted it, 
even when they didn’t. 

Finally, who can deny that people often 
become emotional, cutting off their noses 
to spite their faces. One of the psychologists’ 
favourite experiments is the “ultimatum 
game” in which one player, the proposer, is 
given a sum of money, say $10, and offers 
some portion of it to the other player, the re- 
sponder. The responder can either accept 
the offer, in which case he gets the sum of- 
fered and the proposer gets the rest, or reject 
the offer in which case both players get noth- 
ing. In experiments, very low offers (less than 
20% of the total sum) are often rejected, even 
though it is rational for the responder to ac- 
cept any offer (even one cent!) which the pro- 
poser makes. And yet responders seem to re- 
ject offers out of sheer indignation at being 
made to accept such a small proportion of 
the whole sum, and they seem to get more 
satisfaction from taking revenge on the pro- 
poser than in maximising their own finan- 
cial gain. Mr Spock would be appalled if a 
Vulcan made this mistake. 


The psychological idea that has so far 
had the greatest impact on economics is 
“prospect theory”. This was developed by 
Daniel Kahneman of Princeton University 
and the late Amos Tversky of Stanford Uni- 
versity. It brings together several aspects of 
psychological research and differs in crucial 
respects from expected-utility theory—al- 
though, equally crucially, it shares its advan- 
tage of being able to be modelled mathemat- 
ically. It is based on the results of hundreds 
of experiments in which people have been 
asked tochoose between pairs of gambles. 

What Messrs Kahneman and Tversky 
claim to have found is that people are “loss 
averse”: they have an asymmetric attitude to 
gains and losses, getting less utility from 
gaining, say, $100 than they would lose if 
they lost $100. This is not the same as “risk 
aversion”, any particular level of which can 
be rational if consistently applied. But those 
suffering from loss aversion do not measure 
risk consistently. They take fewer risks that 
might result in suffering losses than if they 
were acting as rational utility maximisers. 
Prospect theory also claims that people reg- 
ularly miscalculate probabilities: they as- 
sume that outcomes which are very proba- 
ble are less likely than they really are, that 
outcomes which are quite unlikely are more 
likely than they are, and that extremely im- 
probable, but still possible, outcomes have 
nochance atall of happening. They also tend 
to view decisions in isolation, rather than as 
part of a bigger picture. 

Several real-world examples of how this 
theory can explain human decisions are re- 
ported in a forthcoming paper, “Prospect 
Theory in the Wild”, by Colin Camerer, an 
economist at the California Institute of Tech- 
nology*. Many New York taxi drivers, points 
out Mr Camerer, decide when to finish work 
each day by setting themselves a daily in- 
come target, and on reaching it they stop. 
This means that they typically work fewer 
hours on a busy day than on a slow day. Ra- 
tional labour-market theory predicts that 
they will do the opposite, working longer on 
the busy day when their effective hourly 


* In “Choices, Values and Frames”, edited by Daniel Kah- 
neman and Amos Tversky, forthcoming from Cambridge 
University Press and the Russell Sage Foundation. 
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wage-rate is higher, and less on the slow day 
when their wage-rate is lower. Prospect the- 
ory can explain this irrational behaviour: 
failing to achieve the daily income target 
feels like incurring a loss, so drivers put in 
longer hours to avoid it, and beating the tar- 
get feels like a win, so once they have done 
that, there is less incentive to keep working. 


Racing and the equity premium 


People betting on horse races back long- 
shots over favourites far more often than 
they should. Prospect theory suggests this is 
because they attach too low a probability to 
likely outcomes and too high a probability to 
quite unlikely ones. Gamblers also tend to 
shift their bets away from favourites to- 
wards long-shots as the day’s racing nears its 
end. Because of the cut taken by the bookies, 
by the time later races are run most racegoers 
have lost some money. For many of them, a 
successful bet on an outsider would proba- 
bly turn a losing day into a winning one. 
Mathematically, and rationally, this should 
not matter. The last race of the day is no dif- 
ferent from the first race of the next day. But 
most racegoers close their “mental account” 
at the end of each racing day, and they hate 
to leave the track a loser. 

Perhaps the best-known example of 
prospect theory in action is in suggesting a 
solution to the “equity-premium puzzle”. In 
America, shares have long delivered much 
higher returns to investors relative to bonds 
than seems justified by the difference in risk- 
iness of shares and bonds. Orthodox econo- 
mists have ascribed this simply to the fact 
that people have less appetite for risk than 
expected. But prospect theory suggests that 
if investors, rather like racegoers, are averse 
to losses during any given year, this might 
justify such a high equity premium. Annual 
losses on shares are much more frequent 
than annual losses on bonds, so investors 
demand a much higher premium for hold- 
ing shares to compensate them for the great- 
er risk of suffering a loss in any given year. 

A common response of believers in ho- 
mo economicus is to claim that apparently 
irrational behaviour is in fact rational. Gary 
Becker, of the University of Chicago, was do- 
ing this long before behavioural economics 
came along to challenge rationality. He has 


EHE ECONOMIST DECEMBER L8TH 1999 


won a Nobel prize for his work, which has 
often shed light on topics from education 
and family life to suicide, drug addiction and 
religion. Recently, he has developed “ratio- 
nal” models of the formation of emotions 
and of religious belief. 

Rationalists such as Mr Becker often ac- 
cuse behaviouralists of picking whichever 
psychological explanation happens to suit 
the particular alleged irrationality they are 
explaining, rather than using a rigorous, con- 
sistent scientific approach. Caltech’s Mr Ca- 
merer argues that rationalists are guilty of ex- 
actly the same error. For instance, rationalists 
explain away people’s fondness for betting 
on long-shots in horse races by claiming that 
most are simply more risk-loving than ex- 
pected, and then claim precisely the oppo- 
site about investors toexplain the equity pre- 
mium. Both are possible, but as explanations 
they leave something to be desired. 

Being irrational may even be rational, ac- 
cording to some rationalists. Irrationality can 
be a good to be consumed like any other, ar- 
gues Bryan Caplan, an economist at George 
Mason University—in the sense that the less 
it costs a person, the more of it they buy. A 
peculiar feature of beliefs about politics and 
religion, he says, is that the costs to an indi- 
vidual of error are “virtually non-existent, 
setting the private cost of irrationality at zero; 
it is therefore in these areas that irrational 
views are most apparent.” Maybe, although 
Mr Caplan may grow sick of having those 
views read back to him for eternity should he 
everend up in hell. 

In his book, “Alchemies of the Mind: Ra- 
tionality and the Emotions”, Jon Elster of 
New York’s Columbia University prefers to 
look at the other side of the same coin. Ob- 
serving that “those who are most likely to 
make unbiased cognitive assessments are 
the clinically depressed,” he argues that the 
“emotional price to pay for cognitive ratio- 
nality may be too high.” 

In fact, the battle between rationalists 
and behaviouralists may be largely in the 
past. Those who believe in homo economi- 
cus no longer routinely ignore his emotional 
and spiritual dimensions. Nor do behaviour- 
alists any longer assume people are wholly 
irrational. Instead, most now view them as 
“quasi-rational”: trying as hard as they can 





to be rational but making the same mistakes 
over and over. 

Robert Shiller, an economist at Yale who 
is writing a book on psychology and the 
stockmarket, and is said to have prompted 
Mr Greenspan's “irrational exuberance” re- 
mark, argues that “conventional efficient- 
markets theory is not completely out the 
window...Doing research that is sensitive to 
lessons from behavioural research does not 
mean entirely abandoning research in the 
conventional expected-utility framework.” 

Mr Kahneman, the psychologist who in- 
spired much of the economic research on ir- 
rationality, goes further: “as a first approxi- 
mation, it makes sense to assume rational 
behaviour.” He believes that economists 
cannot give up the rational model entirely. 
“They will be doing it one assumption at a 
time. Otherwise the analysis will very soon 
become intractable; the great strength of the 
rational model is that it is very tractable.” 


Rational taxi drivers! 


What seems certain is that economics will 
increasingly embrace the insights of other 
disciplines, from psychologists to biologists. 
Andrew Lo, an economist at Massachusetts 
Institute of Technology, is hopeful that natu- 
ral scientists will help social scientists by dis- 
covering the genetic basis for different atti- 
tudes to risk-taking. Considerable attention 
will be paid to discoveries about how people 
form their emotions, tastes and beliefs. Un- 
derstanding better how people learn will 
also be a priority. Strikingly, even New York 
taxi drivers seem to become less irrational 
over time: with experience, they learn to do 
more work on busy days and less when 
things are slow. But how representative are 
they of the rest of humanity? 

Richard Thaler was an almost lone pio- 
neer in the use of psychology in financial 
economics during the 1980s and early 1990s. 
Today he is a professor at the University of 
Chicago, the high temple of rational eco- 
nomics. He believes that in future, “econo- 
mists will routinely incorporate as much ‘be- 
haviour’ into their models as they observe in 
the real world. After all, to do otherwise 
would be irrational.” Mr Spock could not 
have said it better. 
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A quiet joke at your 
expense 


Is the British penchant for irony a cause or cure of national decline? 






HILE working as The Economist’s 
man in South-East Asia, your cor- 
espondent noticed something pe- 
culiar about British diplomats. Their brief- 
ings about the countries in which they were 
based had a common characteristic. They 
would start with a more or less lucid account 
of the political and economic situation, fol- 
lowed by a few anecdotes. And then—as of- 
ten as not—our man, in Manila or Bangkok 
or wherever, would say of the locals: “You 
see they have no sense of irony.” 

The Victorian forebears of today’s British 
diplomats might have remarked on the ab- 
sence of other traits in foreigners—Christian- 
ity perhaps, or a sense of honour or dili- 
gence—but for today’s diplomats, it is irony, 
or the lack of it, which seems to be most note- 
worthy. Indeed Robert Cooper, one of the 
Foreign Office's brightest sparks and current- 
ly head of its Asia department, has gone as 
far as suggesting that irony is at the centre of 
modern foreign policymaking. 

In an article in last December’s Prospect, 
a high-brow British magazine, Mr Cooper 
wrote: “What else is there left for the citizens 
of a post-heroic, post-imperial, post-mod- 





In days of yore British superiority was proven 
by force of arms. Now the point is made with a 


bassadors what they desired in the coming 
year. The Russian ambassador mentioned 
the liberation of colonial peoples; the French 
ambassador spoke of a new era of peace and 
international co-operation. Sir Oliver ex- 
pressed a desire for a small box of crystal- 
lised fruit, But what exactly is irony,and why 
do the British appear to prize it so highly? It is 
important to distinguish irony from sarcasm 
(which is notoriously the lowest form of wit). 
Both irony and sarcasm involve saying the 
opposite of what you mean. But when some- 
one is being sarcastic, there is no doubt that 
the listener is intended to understand this. 
“I suppose you think that’s terribly 
clever,” says the sarcastic teacher 
to a stupid child. Irony, however 
is different. Many people, when 
hearing an ironic remark, may 
not realise that it is meant in jest. 
So irony is much more subversive 
than sarcasm, and also much more 
fun—those who realise that an ironic 
remark has been made are instantly 
complicit, and they can enjoy the fact 
that there are others who have 
missed the joke. 


A 





ern society? Provided it is tinged with hu- 
manity, irony is not such a bad thing. It sug- 
gests a certain modesty about oneself, one’s 
values and one’s aspirations. At least irony is 
unlikely to be used to justify programmes of 
conquest or extermination.” 

Today’s British diplomats and officials 
maintain an instinctive suspicion of grand 
projects and aspirations, one reason perhaps 
why they have had such difficulty coping 
with the vision of a united Europe which has 
so entranced Britain’s continental neigh- 
bours. The British urge to puncture grandiose 
visions is captured in a (possibly apocry- 
phal) story about Sir Oliver Franks, when he 
was Britain’s ambassador in Washington 
after the war. A journalist asked leading am- 
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Perhaps this is one reason why iro- 
ny is a particular favourite among Brit- 
ish diplomats. It allows them to tease 
foreigners, without the foreigners real- 
ising they are being teased. All the di- 
plomatic proprieties can be ob- 
served—but the Brits can still feel 
quietly superior, In days of yore Brit- 
ish superiority was proven by force of 
arms. Now the point is made with a 
joke, and a quiet, knowing smile. 

For as Mr Cooper points out, irony 
is a distinctly post-imperial quality. 
While irony aimed at foreigners may 
seem unpleasantly supercilious, much 
of the British sense of irony is directed 
at themselves. Irony is particularly 
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good at puncturing pretension, and at expos- 
ing the gap between appearance and reality. 
Both are useful ways of coping with what 
might otherwise be a painful process—what 
one British diplomat once termed the “man- 
agement of decline”. 

But is irony a cause, as much as a pallia- 
tive, for British decline? The people who 
built Victorian Britain and the British empire 
were characterised by their earnestness, not 
their sense of irony. Gladstone did not spend 
much time laughing at himself. Nor was iro- 
ny a strong suit for Margaret Thatcher, who 
famously pledged to reassert Victorian val- 
ues and to reverse British decline. 

By contrast, the ironists who made the 
first breaches in the walls of Victorian ear- 
nestness were outsiders or dandies, who had 
none of the macho, empire-building virtues. 
Oscar Wilde titillated Victorian London 
with his subversive wit, and then scandal- 
ised it with the homosexual affairs which ul- 
timately ruined him. George Bernard Shaw, 

another Irishman, used his plays to 
satirise and undermine Victorian 
attitudes to everything from 
grammar and pronunciation to 
the arms trade. The French- 
born Hilaire Belloc punctured 
imperial triumphalism in 1898 
with a brilliant parody of jin- 
goistic verse called “The Modern Travel- 
ler”. (‘Whatever happens we have got/ 
The Maxim Gun, and they have not,” his 
languid hero observes of the mutinous 
natives.) 

Lytton Strachey, the great debunker 
of Victorian earnestness, wrote an icono- 
clastic but telling study of 19th-century 
heroes, “Eminent Victorians”, and was 

also a homosexual and a conscientious 
objector during the first world war. 
When he was asked what he would do 
if he came across a German soldier, 
raping his sister, Strachey replied: “I 
would endeavour to interpose my 
body between them.” 
Arguably, in fact, it was the horror 
of the first world war which complet- 
ed the transformation in the tone of 
upper-crust British life, from Victorian 
earnestness to irony. Of course, irony 
had been well deployed before the war, as 
Wilde's work showed. But it was the reac- 
tion to the horror of the trenches which 
made it the dominant tone of the post- 
war British literary scene. 
The Victorian ideal stressed hon- 
our, duty, self-sacrifice, patriotism. 
Inspired by those ideals, millions of : 
young men signed up to fight in- 
Flanders, and then encountered 
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four years of mass slaughter. Some 30% of 
British men aged between 20 and 24 in'1914 
were killed in the war. Noel Annan in his 
study of 2oth-century Britain (“Our Age: The 
Generation that Made Post-War Britain”, 
HarperCollins), argues that: “The shock of 
the losses stunned the British; and the lesion 
of trench warfare and its toll never healed.” 
Lord Annan argues that the reaction of 
the post-war generation was toseek refuge in 
subversive irony and humour. “Irony, which 
replaced that [Victorian] innocence, reflect- 
ed the way men remembered the events of 
the Great War.” This irony served a double 
purpose. On the one hand, the “bright young 
things” celebrated by Evelyn Waugh in the 
1920s, wanted simply to be diverted and 
amused, and to forget the war. But irony also 
served as a means of attacking the Victorian 
culture of duty and imperialism which peo- 
ple like Strachey felt had led to the slaughter 
of the trenches. Strachey’s work, as Lord An- 
nan puts it, was “designed to undermine the 
Victorian establishment and its culture. It 
did so by treating life as acomedy.” 
Strachey’s humour was pointed directly 
at the staples of Victorian imperial mythol- 
ogy. He wrote of General Gordon’s cam- 
paign in the Sudan: “It all ended very happi- 
ly—in a glorious slaughter of 20,000 Arabs, a 
vast addition to the British empire and a 
peerage for Sir Evelyn Baring.” Even after the 
second world war, British authors and hu- 
mourists continued to apply a touch of irony 
to the horror of 1914-18. A 1960s musical, “Oh 
What a Lovely War”, portrayed first-world- 
war generals as blimpish idiots. The Cam- 
bridge undergraduates who put together 
“Beyond the Fringe” in the 1960s had a fam- 
ous sketch in which an upper-crust military 


officer approaches a soldier and informs 
him: “We need a pointless sacrifice, and I 
think you're just the man.” 

To this day, many in the British middle- 
classes find overt displays of flag-waving pa- 
triotism faintly embarrassing. The singing of 
old imperial anthems like “Rule Britannia” 
and “Land of Hope and Glory”, at the annual 
Last Night of the Proms con- 
cert, regularly provokes con- 
demnation and handwring- 
ing in the press. But Simon 
Hoggart, a columnist in the 
Guardian, Britains main 
left-of-centre newspaper, has 
argued that critics are missing 
the point. “Haven't those 
whiners noticed that these 
songs morphed into irony 
decades ago? Does anybody 
seriously think we hear them 
and want to take back the 
Suez Canal?” In other words, patriotic dis- 
play is acceptable to many British people 
only if it is suitably coated in irony. 

These attitudes die hard. The ironic tone 
has become a staple of British literary style, 
but can still cause considerable confusion 
overseas—as writers for this newspaper oc- 
casionally discover. A recent article on Paul 
Gascoigne, a footballer who had been 
caught beating his wife, began: “It could hap- 
pen to anybody, really. Go out for a meal 
with the wife, have a few too many, she 
starts to nag, and before you know what's 
happened, she’s lying on the floor covered in 
bruises.” It did not occur to the author that 
anybody might seriously regard this as an 
endorsement of wife-beating—at least not 
until the outraged letters began arriving from 





the United States. 

In large parts of the British intelligentsia, 
irony has survived, indeed was bolstered by, 
the Thatcher period despite (or perhaps be- 
cause of) the Iron Lady’s resolutely unironic 
attitude to national affairs. In Tony Blair, Brit- 
ain now has another prime minister who 
seems to be a stranger to irony. His eagerness 
to set the world’s wrongs to 
rights and to turn Britain into 
a model country for the next 
century could not be more 
Victorian—or Thatcherite. 

Perhaps it is significant 
that Lady Thatcher repre- 
sented the first generation to 
reach national leadership 
which had no personal 
memory of the first world 
war. Harold Macmillan, a 
prime minister of the 1960s 
who was famous for his fop- 
pish manners and wry wit, was a veteran of » 
1914-18, and had seen many of his contempo- 
raries killed. Lady Thatcher regarded the 
Macmillan generation of Tories as people 
who were prepared to accept gentle national 
decline. 

She reserved her fiercest disdain, how- 
ever, for the Foreign Office, which she re- 
garded as institutionally incapable of “bat- 
ting for Britain”. It would come as no surprise 
tothe Thatcherites that a Foreign Office man, 
like Robert Cooper, should recommend iro- 
ny as the soundest basis for national poli- 
cy—largely because, in Mr Cooper’s view, 
not taking things too seriously is a good way 
of avoiding bloodshed and conflict. Or at 
least that’s what he claimed to believe. 
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This wooden O 


A replica of the Globe theatre in London has forced a re-examination of 
Shakespeare’s plays, and sparked a bitter dispute among scholars about the 


playhouse itself 


HE play “A Comedy of Errors”, which 
has been performed to appreciative 


audiences at the Globe theatre beside 
the Thames in London this autumn, has one 
of William Shakespeare’s most highly 
wrought plots, featuring two pairs of identi- 
cal twins, each pair identically named. Not 
surprisingly, until the final climax, cross pur- 
poses abound and nothing is what it seems. 
The play’s plot, however, is no more fan- 
tastic than the real-life plot surrounding the 
Globe itself. It too concerns identity and au- 
thenticity. To a 400-year-old detective story 
it adds a mixture of aristocratic intrigue, se- 
cret societies, academic controversy, and ar- 
cane hermetic knowledge which would 
have delighted the Bard himself. One key ele- 
ment is a hotly disputed collection of centu- 
ries-old geometric drawings which may, or 
may not, be long-lost “blueprints” for Eliza- 
bethan theatres, including the Globe itself. 
“Shakespeare’s Globe”, as it is called, is 
the most meticulous replica yet (there are at 
least nine others around the world, includ- 
ing one in Japan) of the original playhouse, 
which probably opened along the southern 
bank of the Thames, across from the City of 
London, with Shakespeare’s “Julius Caesar” 
on or before September 21st 1599, the date of 
the first definite reference to a perfromance 
there. For four decades, arguably the most vi- 
brant in dramatic history, the Globe was at 
the centre of English cultural life. In that per- 
iod, more than 2,000 plays were written and 
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performed in London’s theatres. Of all the 
theatres, the Globe was by far the most 
celebrated and successful. As the home of 
Shakespeare's acting company, the Globe 
not only made his fortune, its stage was the 
place for which many of the most famous 
lines in English literature were written. 

This heady cultural and financial suc- 
cess was brought abruptly to an end by the 
Puritans in 1642. Like all the London theatres, 
the Globe (by then in its second incarnation, 
the first having been destroyed by fire in 
1613) was tom down. Almost 350 years later, 
Sam Wanamaker, a feisty American actor 
and film producer, decided to bring the 
Globe back to Southwark. He battled indif- 
ference, snobbery and the political hostility 
of the local council for more than 25 years be- 
fore marshalling the necessary artistic and 
political support, acquiring land a couple of 
hundred yards away from the site of the orig- 
inal Globe, and raising £24m ($36m) to build 
a replica playhouse. 

Wanamaker did notlive tosee his project 
completed. But two years after the theatre's 
star-studded official reopening, it is clear 
that his vision has been largely vindicated. 
The Globe has not become a mere tourist 
“theme park” as critics claimed it would. In- 
stead it has injected a shot in the arm to 
Shakespearean studies, and encouraged 
scholars as well as actors to re-examine ma- 
ny of the plays, claims Andrew Gurr, a pro- 
fessor of English at Reading University and 
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chairman of the board of academics which 
Wanamaker recruited to ensure the Globe’s 
authenticity. “Shakespeare scholarship used 
to be sitting around in front of learned pa- 
pers. But re-enacting the plays on stage is 
much more enlivening than words on a 
page,” says Mr Gurr. 

Actors and audiences are discovering 
anew the real conditions for which Shake- 
speare wrote—a daylit outdoor amphi- 
theatre, with a thrust stage and nostage light- 
ing to mark a division between them. This 
has made performances more akin to caba- 
ret, with audience reaction an unpredictable 
and important element, than to the more se- 
date occasions which most contemporary 
theatre has become, with the audience sit- 
ting in darkness. In fact, darkened theatres 
were introduced in the 19th century precise- 
ly to restrain boisterous audiences. The 
Globe has leapt back in time to recreate the 
earlier theatrical experience. 

“The theatre is teaching us,” says Mark 
Rylance, the Globe’s artistic director and one 
of its principal actors. The effects can be 
startling. For example, in the Globe’s produc- 
tion of “Henry V”, the “groundling” audi- 
ence crowding around the stage naturally as- 
sumed the role of the English army to whom 
Henry delivers his famous speech (“Follow 
your spirit, and upon this charge/Cry ‘God 
for Harry, England, and Saint George! ”)a re- 
sponse which neither scholars nor actors 
had expected. 

Not everyone in the audience was com- 
fortable with the idea of baying for French 
blood, but the immediacy and occasional 
impromptu audience participation which 
the theatre seems to encourage have proved 
a potent lure. The Globe now plays to the ful- 
lest houses in London. And the experience of 
staging performances there has prompted 
reassessments not only of Shakespeare’s 
plays, but of many lesser-known works by 
his contemporaries which had long been 
considered unplayable. 
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This being Shakespeare, however, don’t 
expect the Globe’s reopening to signal a hap- 
py ending or final curtain. Is it the right 
Globe? Since the whole enterprise—theatri- 
cal, educational and commercial—is predi- 
cated on the idea of authenticity, this ques- 
tion matters. Enter here to pose it, with 
trumpets, an unlikely character: John Byrom 
(1691-1763). 

Byrom was an extraordinary figure. A 
Jacobite intellectual, philosopher and au- 
thor of the hymn, “Christians awake!’, he 
was also possibly a spy and a lover of Queen 
Caroline, wife of George Il. His intellectual 
curiosity (he was admitted to the Royal Soci- 
ety by Sir Isaac Newton) was matched only 
by his taste for the esoteric. A Freemason, he 
established a Cabala Club for the study of 
the occult and invented a phonetic short- 
hand, a progenitor of Pitman’s, which he 
taught to the great and the good, for pur- 
poses not of speed but of secrecy. 

No one connected Byrom’s name with 
that of Shakespeare until the 1980s when his 
biographer, Joy Hancox, came across By- 
rom’s even more remarkable legacy, a cache 
of more than 500 intricate and mysterious 
geometric drawings, some of which have 
been dated back to the late 16th century. 

How the drawings, which had lain 
undisturbed in a private library for more 
than 200 years, came into her hands, 
and their subsequent unravelling, is it- 
self a convoluted tale. Mrs Hancox, a 
musician and teacher before she de- 
cided to devote herself to studying By- 
rom, was at first flummoxed by the 
drawings. Like Byrom’s shorthand, they 
appeared full of encoded meanings. But 
noone could tell her what they were. “The 
reaction of the experts was: ‘Jolly interest- 
ing, but I haven't a clue. Do come back and 
tell me when you've found out’,,” she recalls. 
Undaunted, she taught herself Byrom’s 
shorthand. The hunt for the drawings’ signif- 
icance became a full-time obsession. 

What Mrs Hancox claims to have discov- 
ered, both from the drawings and her bio- 
graphical researches, is that Byrom and his 
circle were the keepers of a “lost” branch of 
arcane knowledge—a mix of ancient mathe- 
matics and metaphysics, crossed with sci- 
ence and religion—that had flourished brief- 
ly in the English Renaissance in the work of 
men such as John Dee, mathematician and 
astrologer to Queen Elizabeth, and Robert 
Fludd, a well-known physician, author and 
occultist, before abruptly disappearing in 
the Puritan revolution of the 17th century. It 
was this rich seam of thinking that seemed to 
be encoded in the drawings. 

Many of them are still a mystery, but Mrs 
Hancox believes that some have to do with 
navigation, clocks and measuring instru- 
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ments. Still others seemed to combine plans 
of sacred buildings with cabalistic elements, 
including Westminster Abbey and the Tem- 
ple Church in London. Among the buildings 
is a distinctive group which she is convinced 
are diagrams of Elizabethan playhouses. 

If she is correct, this is a momentous find. 
The theatres of Shakespeare’s time have al- 
ways been a puzzle. They appeared, fully 
formed, in the last quarter of the 16th century 
and disappeared just as abruptly not much 
more than 50 years later. Little is known 
about them. Were they Renaissance build- 


































Was Byrom—Jacobite intellectual, spy and lover of 
Queen Caroline—also the keeper of a cache of Eliz- 
abethan drawings which included the plans for 
Shakespeare's Globe? 


ings—high-cultural descendants from the 
theatres of antiquity, via the newly rediscov- 
ered work of Vitruvius, a first-century Bc Ro- 
man architect, as Mrs Hancox believes? Or 
were they vulgar low-brow descendants of 
medieval inn yards and animal-baiting are- 
nas (at least one Southwark playhouse, the 
Hope, doubled as the latter)? 

Not everyone is impressed with Mrs 
Hancox’s discovery, or her theories. “The 
Globe was put up by an illiterate carpenter 
who couldn't write,” insists Mr Gurr. “It’s a 
2oth-century projection to think that the the- 
atre was important—no one could give a toss 





at the time.” The notion that the playhouses 
embodied arcane intellectual ideas jealously 
guarded by the aristocracy seems to him fan- 
ciful in the extreme. 

On the other hand itis certainly true that 
the theatres were protected against the lead- 
ers of the City of London, who heartily de- 
tested them, by some of the most cultivated 
and high-born figures in the land, including 
the Earls of Pembroke and Leicester (also a 
pupil of Dee), Philip Sidney and Queen Eliz- 
abeth herself. Many believe that their in- 
volvement with the life of the theatre was 
more than that of passive patronage. 

Not enough of the physical structures of 
the theatres remain to solve this riddle, and 
the archaeological record is thin. Much of the 
badly damaged site of the original Globe lies 
inaccessibly beneath a listed Georgian ter- 
race next to Southwark Bridge. Contempo- 
rary accounts of the theatres are rare. There 
are fewer than half a dozen relevant docu- 
ments. Only three London panoramas (by 
Norden, Visscher and Hollar) portray the 
Globe directly, and even in them the evi- 
dence is limited and contradictory. (In mak- 
ing the famous engraving on the previous 
page from Hollar’s drawing, for example, the 
_ plate maker mislabelled the “Beere bayt- 
ing” pit and the Globe—they should be 
reversed.) Apart from the fact that the- 
atres were roughly circular (“this 
wooden O” referred to in the prologue 
to “Henry V”), had three tiers of super- 
imposed galleries and were in part 
open to the elements, little is known 
with certainty about how they looked. 
In 1989 the remains of the Rose, a play- 
house about 50 metres from the original 
Globe, were partially excavated. Buteven 
these do not reveal how the audience 
climbed to the upper galleries. 
The second, uncomfortable, reason for 
Byrom’s importance is that if Mrs Hancox is 
right, today’s Globe is not an accurate replica 
at all. The Globe’s claim to authenticity rests 
on the painstaking process of its reconstruc- 
tion, which relied on a synthesis of what is 
known of Elizabethan building techniques, 
whatever archaeological evidence exists and 
literary analysis. The outside dimensions of 
the theatre were extrapolated from one of 
the panoramas, the height and stage layout 
from the contract for the later Fortune the- 
atre, decoration from the latest research on 
Elizabethan pigments and taste. Few build- 
ings have ever been so minutely researched. 

Impressive as the result is, however, 
even some of the Globe’s supporters have 
doubts about the final result. There are pro- 
blems with acoustics and sightlines, so that 
every seat is sold with a warning that the 
view of some of the stage might be obscured 
by one of the building’s pillars. Some actors 
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have persistently criticised the stage design, 
which was being revised right up until the 
Globe’s completion. Many actors still find 
the stage uncomfortably large, and actors’ 
complaints have already caused the pillars 
supporting the stage-cover or “heavens” (it- 
self controversial) to be repositioned. 

Overall, “the structure is too big and out 
of proportion with itself,’ complains Mrs 
Hancox. On the Byrom templates, she says, 
the theatre would be smaller and more inti- 
mate, and work as a whole, suffering fewer 
of today’s awkwardnesses. This, she claims, 
is because the Byrom designs are based on 
the mathematical laws of proportion which 
were believed to underlie the structure of the 
universe. The harmony of the theatre repre- 
sented that of the cosmos--in 
turn giving an added layer of 
meaning to the name chosen 
for the theatre (the word 
“globe” had entered the lan- 
guage only 50 years before). 

Mrs Hancox published her 
conclusions in 1992, when 
work on the Globe's design was 
advanced but not yet fixed 
(“The Byrom Collection and 
the Globe Theatre Mystery”, 
Jonathan Cape, £15). The draw- 
ings received an enthusiastic 
welcome from the Globe’s first architect, the 
late Theo Crosby. But they were given the 
cold shoulder by the academics who had the 
final say on the design. Only one member of 
the academic board has examined the plates 
in any depth (she was fascinated but uncon- 
vinced), and although a working party was 
promised to study them, it has yet to con- 
vene. Mr Gurr has not seen the originals, but 
he is “highly sceptical” of Mrs Hancox’s find- 
ings. He concedes that the dating of Byrom’s 
plates to the period is impressive, but doubts 
whether the figures portrayed in them have 
anything to do with theatres at all. 

Mr Gurr’s doubts are perhaps not sur- 
prising. There is a huge intellectual and fi- 
nancial investment in the present building, 
by both scholars and and generous donors, 
many of them American. The Globe com- 
plex is not even finished yet. Still to be com- 
pleted are a second, smaller theatre to an In- 
igo Jones design, a library and a large 
exhibition space. While the Globe’s manag- 
ers and advisers are, in theory, committed to 
taking account of significant new research 
findings, it would be only human if they 
were unwilling to rock the boat at this stage. 

Then, too, Mrs Hancox is an outsider, a 
private researcher rather than a university 
academic, and her publications have not 
gone through the academic review process. 
The obscurity and unfashionability of her 
subject do not help her case. “It’s hard to en- 
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gage seriously with this material without be- 
ing labelled a crank,” asone academic puts it. 

But the genie may be hard to cram back 
into the bottle. Within the theatre, Mr Ry- 
lance, the chief performer, has long cam- 
paigned to have Mrs Hancox’s ideas taken se- 
riously. And he may yet get his way. Now 
that the Globe is built, the research emphasis 
has switched from historical detection tolive 
performance, giving Mr Rylance a bigger say 
in the theatre's future. In turn, the academic 
board has lost its key position as sole arbiter 
of the authentic. 

“Tm surprised at how attacking and 
combative the academic world is,” he says of 
the reaction to the Byrom drawings. “I just 
wish the scholars would bring the specific 

questions which they have dif- 
J ficulty with out into the open, 

| sothey can be answered.” Asan 
actor, Mr Rylance believes that 
the sophistication of Byrom’s 
drawings and the elaborate in- 


tellectual rationalisations they represent bet- 
ter fit Shakespeare’s texts than the conven- 
tional view of Elizabethan theatres as 
glorified bear pits. “You don’t make yourself 
cruder to play at the Globe, you have to make 
yourself more humanly sophisticated,” he 
says. “I don’t find Byrom out of synch with 
the plays—rather the reverse.” 

Bill McCann, of the Museum of London 
Archaeology Service, also has no problem 
reconciling the Byrom drawings with mod- 
em science. At a research meeting last Febru- 
ary, hecaused a stunned silence, followed by 
heated argument, when he superimposed 
several Byrom drawings and a scaled plan of 
a Vitruvian theatre on to a radar scan of part 
of the Globe’s foundations. They matched 
almost perfectly. 

Mr McCann concedes that the corre- 
spondence is conjecture, not proof, and 
could only be confirmed by a physical dig on 
the original site. This is unlikely to happen. 
Not only is much of it inaccessible, but the 
archaeological remains are also a scheduled 
historic monument under the protection of 
English Heritage, the government body dele- 
gated to preserve such sites, and therefore 
untouchable. Mrs Hancox, however, claims 
that Mr McCann’s demonstration has 
helped her to identify some of the Byrom 
drawings as relating to the Globe’s founda- 
tions, a finding which she wants to test 
against civil-engineering principles. 


Meanwhile, Tim Fitzpatrick, a professor 
at the Centre for Performance Studies in Syd- 
ney, Australia has launched a wounding at- 
tack on some of the main academic research 
which went into the building of the new the- 
atre. He charges that the Globe's designers 
never examined the original of the 17th-cen- 
tury drawing by Wenceslas Hollar which 
was the starting point for the reconstruc- 
tion—“scandalous, you wouldn’t allow a 
postgraduate student to get away with 
that’’—leading them to mistake creases in the 
paper for pencil lines, which were then used 
as guides to the building’s structure. 

He also pours scorn on the whole idea of 
extrapolating measurements of a 100-ft 
building from a drawing the size of a postage 
stamp. Although he is mystified by Mrs Han- 
cox’s interpretations of the Byrom drawings, 
he is intrigued that his own computer-aided 
research arrives at some similar dimensions. 
Coincidence? “We really need to take these 
things seriously,” he says. “They could 


“If there’s new evidence, we'd be obliged to 
rebuild [the Globe]. I can certainly envisage 
that happening in ten or 15 years.” 


change all our assumptions.” 

Contrary to the desires of some academ- 
ics, Mrs Hancox is not about to go away —she 
is currently at work on a book of the draw- 
ings she believes relate to several other Lon- 
don theatres. Mr Gurr continues to insist on 
the current Globe’s authenticity, although he 
does concede that if it were being built to- 
day, it might be better to make its exterior di- 
mensions smaller. As for Mr Rylance, he 
states flatly that, “if there’s new evidence, 
we'd be obliged to rebuild it. I can certainly 
envisage that happening in ten or 15 years.” A 
small but vocal academic clique continues to 
insist that the only authentic thing todo with 
the building is to burn it down again. 

Mrs Hancox insists that her commit- 
ment is to the drawings which have occu- 
pied her for the past ten years rather than to 
any particular version of the Globe. Entreat- 
ed on all sides by people with very different 
axes to grind, from architects to latter-day al- 
chemists, she desperately wants to persuade 
mainstream scholars to take the drawings se- 
riously, and to find a publisher to make the 
whole collection available to researchers in a 
facsimile edition. She could yet get her way. 
A Hollywood actress is considering tuming 
the tale of her search for the meaning of the 
drawings into a movie. Shakespeare would 
have found words for this latest twist. “All 
the world’s a stage” perhaps? 













The tyranny of time 


WASHINGTON, OC 


People, like all living things, are four dimensional 


N SOME respects, it is true, you are 
he same person at four in the after- 
“noon as at four in the morning. You 
certainly feel yourself to be the same 
person. No wonder, then, that for cen- 
turies medicine and biology and for 
that matter philosophy, all following 
common sense, have assumed that 
what you do matters far more than 
what time of day you doit. 

Reality, however, appears to be 
more interesting. The human body is 
organised not just in three dimensions 
but in four. The fourth is time. It is not 
just a part of your environment, a plac- 
id daily tide upon which you float. It is 
an integral part of you. 

Species from humans to birds to 
plants and fungi—even single-cell or- 
ganisms so primitive that they lack a 
cell nucleus—possess internal, 24-hour 
circadian (from the Latin for “around 
the day”) clocks. Certain bacteria with 
lifespans of only a few hours not only 
keep time but pass it along to the next 
generation, so that each is “born” prop- 
erly oriented to the time of day. 

In humans, at 1am post-surgical 
death is most likely; at zam peptic ul- 
cers flare up; at 3am blood pressure 
bottoms out; at 4am asthma is at its 
worst. When you wake up, your hay fe- 
ver is at its most tormenting, and in the 
morning hours, as your blood pressure 
rises to meet the day, you are most like- 
ly tosuffer a heart attack or stroke. Your 
rheumatoid arthritis improves 
through the day, but your osteo- 
arthritis grows worse. Alcohol is least toxic to 
the body at around 5pm: cocktail hour. 

In1729,a French astronomer named Jean 
Jacques d’Ortous de Mairan left his helio- 
trope plant in the dark and discovered that 
its leaves continued to open and shut on a 
regular daily schedule, just as if there had 
been daylight. So the plant was not merely 
responding to light; it was regulated by some 
sort of internal timer. Not much happened 
by way of building on De Mairan’s discovery 
for nearly 250 years. And then, rather unex- 
pectedly, in 1972 biologists discovered the 
brain’s central clock: a tiny and primitive re- 
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gion called the superchiasmatic nucleus. 
With an anatomical apparatus now in hand, 
the field of chronobiology, which maps the 
junctions between life and time, was born. 

Today the study of circadian rhythms 
occupies thousands of researchers in life sci- 
ences as diverse as genetics, psychiatry, 
pharmacology and animal husbandry. They 
are finding that time is a constituent element 
of life, and that understanding it this way is a 
key that opens many doors. 

At the University of Virginia, Michael 
Menaker has spent years studying the bio- 
logical time-keeping of a small menagerie of 


animals. The retinas of lampreys and igua- 
nas, and also of hamsters and frogs and oth- 
er creatures, contain clock cells. Dr Menaker 
harvests the cells, keeps them alive in nutri- 
ent solutions, and then monitors their tick- 
ing. When he plots these various animals’ 
clock rhythms, he finds remarkably similar 
daily patterns. 

“Lampreys, as you may remember from 
your intro biology course,” he says, 
“are the most primitive vertebrates 
that we can get hold of, and they sepa- 
rated from the rest of the vertebrates 
450m years ago. So—and this is really 
important to us~anything that was 
common to lampreys and other verte- 
brates has been maintained for 450m 
years.” 

This seems logical. Feeding, for ex- 
ample, might be difficult and meta- 
bolically expensive in the dark and 
cold of night. Even a very primitive or- 
ganism might fare better if its body 
“knew” the best time to seek food. A 
clock, then, might well have been de- 
vised early in life’s history, and then 
preserved and refined. 

In the 1990s, after years in which 
little progress was made, the mecha- 
nism has rapidly emerged into view. It 
works like a water clock, in which a 
bow! gradually fills until at last it tips, 
beginning a new cycle. In an analo- 
gous fashion, clock genes construct 
proteins which eventually accumulate 
to the point where they switch off the 
genes. The cycle takes 24 hours. 

In one important respect the gene 
discoveries point in the same direction 
as Dr Menaker’s study of animals: the 
same genes that run the clocks of fruit 
flies are also turning up in mammals, 
including humans. “There aren’t many 
things that are that universal in life,” 
Dr Menaker explains. “It’s mostly a tre- 
mendous amount of variability.” The 
fact that such genes seem to be socom- 
mon suggests that the circadian clock 

is both very old and very valuable. 

In 1997, a group of researchers at the 
Scripps Research Institute and Brandeis Uni- 
versity, in America, further deepened the 
picture. By inserting some firefly genes into a 
fruit fly, they created a mutant whose body 
glowed wherever its clock genes were active. 
The researchers were astonished to find 
clocks ticking all over the fly’s body—in the 
wings, the legs, the proboscis. The fly was a 
veritable clock shop. Zebra fish and rats, oth- 
er researchers have recently found, also ex- 
press clock genes around their bodies. And 
humans? As though in partial answer, in 
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1998 researchers at America’s Cornell 
University were flabbergasted when they 
made the strange discovery that humans’ 
body clocks could be reset by shining bright 
light on the back of the knees. Although that 
experiment has yet to be replicated, the sci- 
ence looked good. At this point, no one will 
be surprised if people turn out to be clock 
shops. 

Assembling these clues suggests several 
inferences. First, time-keepers are funda- 
mental and ubiquitous in living things, rath- 
er than merely incidental and isolated. Sec- 
ond, there may be any number of re- 
spects—not all of them obvious—in which 
life forms, including human beings, change 
as the hours go by. Third: learn to manipu- 
late or exploit those rhythms, and you may 
hold a powerful therapeutic tool. 


Time for your medicine 


Time is invisible and it is free. It cannot be 
bottled or patented. Commercial pharma- 
ceutical firms have not shown a great deal of 
interest in it, and even today few doctors give 
it a second thought. Yet in the 1980s tantalis- 
ing evidence began to appear, suggesting 
that time matters a great deal when it comes 
to treating disease. 

In 1985 an American oncologist named 
William Hrushesky published a paper in the 
magazine Science reporting what happened 
when he switched the timing of chemo- 
therapy in 31 women who had ovarian can- 
cer. Then, as now, the usual method was sim- 
ply to administer chemotherapy in a steady 
dosage as quickly as possible, without regard 
to the time of day. Dr Hrushesky, however, 
guessed that if people’s cells follow a cycle 
every day of faster and slower growth, then 
the body’s toleration of poison—which is 
what chemotherapy is—may fluctuate. Can- 
cer cells’ susceptibility to poison might also 
fluctuate, he speculated. 

So in his trial Dr Hrushesky divided the 
women into two groups. Each group re- 
ceived two standard cancer drugs, but Dr 


Researchers were flabbergasted to discover 
that humans’ body clocks could be reset by 


At about the same time, working inde- 
pendently of Dr Hrushesky, Francis Lévi be- 
gan using chronotherapy to treat cancer pa- 
tients in France. Today Dr Lévi, at the Hôpital 
Paul Brousse just south of Paris, and his asso- 
ciates at more than 30clinical centres around 
Europe, routinely equip their colon-cancer 
patients—1,5000f them todate—with a small 
computerised pump about the size of three 
or four compact discs. The pump connects to 
a port ina vein, and is programmed to infuse 
medication so as to oscillate gradually up- 
ward and then back down over the course of 
the day (the precise schedule depends on the 
drug). 

In 1999, Dr Lévi and his associates pub- 
lished the results of a multi-centre trial in 
which time-pumps were used to treat 90 co- 
lon-cancer patients at ten clinical centres in 
France, Italy, Belgium and Canada. The re- 
searchers found they could push the dosage 
of chemotherapy much higher than the 








Hrushesky fiddled with the times the drugs 
were administered, so that one group's daily 
schedule was the inverse of the other. He 
found that the women on one schedule de- 
veloped roughly half the side effects of the 
women on the other, with fewer treatment 
delays. There was less hair loss, less nerve 
damage, less kidney damage, less bleeding, 
fewer transfusions: “Every toxicity was 
markedly diminished several-fold simply 
depending on what time of day the drugs 
were given,” Dr Hrushesky says. 


THE ECONOMIST DECEMBER 18TH 1999 


maximum that the body can tolerate under a 
flat-rate regime, and they attained about a 
three-fold increase in the proportion of tu- 
mors that shrank by half or more. That was 
consistent with results Dr Lévi and his col- 
leagues had published in 1994 and 1997, 
when they compared chronotherapy with 
flat dosing. “All the side effects are reduced 
by chronotherapy,” says Dr Lévi. “And this 
despite the fact that the dose which could be 
delivered was higher by 40%.” 

Certainly dosage and timing are related 





for asthma patients, whose number has 
doubled since 1975 in America alone (to 15m). 
The majority of asthma patients suffer most 
at night, possibly because that is when corti- 
sol, the body’s natural anti-inflammatory, is 
at its lowest level. The most common time 
for an attack is 4am, so the agony of the asth- 
maitselfis often compounded by the further 
strain of sleeplessness. 

In Denver, at the National Jewish Medi- 
cal and Research Centre, researchers are 
spreading the word that a dose of asthma 
medicine taken at 8pm, or at 8am, is not the 
same as a dose taken at 3pm, when itis likely 
to be much more effective. When asked why, 
Monica Kraft, the director of the centre’s pul- 
monary physiology unit, explains that dos- 
ing at 3pm allows the medicine to reach the 
afflicted cells just when they most need it, 
rather than pushing against the body’s circa- 
dian tide. Dr Kraft remembers a call she re- 
ceived from another physician, whose asth- 
matic daughter was awakened by nightly 
attacks. After changing the dosing time (and 
making a few other changes), the girl was 
able to sleep through the night-no small 
blessing, if you have chronic asthma. 

Blood pressure is markedly circadian. It | 
rises quickly in the morning, which is why 
heart attacks and angina are most likely then. 


At the University of Connecticut's school of 


medicine, William White notes that treating 
high blood pressure with a constant dose of 
medication could push blood pressure too 
low at night without reducing it sufficiently 
in the morning. Two time-delayed drugs for 
blood pressure (Searle Pharmaceuticals’ 
Covera-Hs and Schwarz Pharma’s Verelan 
PM) are now on the market: patients take 
them before bedtime, but the drugs kick in 
shortly before the patients awake. They are 
the first major commercial drugs that exploit 
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circadian rhythms. More may follow in the 
next couple of years, when the first large in- 
ternational trial of chronotherapy, involving 
15 countries and 17,000 blood-pressure pa- 
tients, is completed. 

Blood pressure and cancer may only be 
the beginning. Many types of inflammation, 
pain, arthritis, and other afflictions also 
seem to follow daily cycles. A decade or two 
hence, a casual attitude about the timing of 
medical treatment may seem as benighted 
as a casual attitude about dosing seems to- 
day. Time, true, is a tool whose very ordinari- 
ness seems to belie its power. Yet in some 
cases its power can be astonishing, at least to 
those whoexperience it. 


Riding rhythms 

In 1957, when he was still attending universi- 
ty, Charles B suffered the first in a series of 
black depressions--so debilitating that he 
asked that his name be withheld, so as not to 
alarm his clients (he is an American in a pro- 
fession that requires intimacy and trust). The 
depression was worst in the morning and 
lifted, to an extent, as the day went on. “It’s a 
feeling of foreboding, it's blackness, it’s 
hopelessness, guilt, a feeling of failure,” he 
says. “It’s a feeling like being on the soth floor 
of a building outside a window, just sort of 
hanging on with one’s fingernails, feeling 
that one was about to be consumed by the 
void.” Neither psychological therapy nor 
drugs did any good. At last he heard of a doc- 
tor named Thomas Wehr, and went to him 
for help. 

Dr Wehr, besides being a practising psy- 
chiatrist, is chief of the section on biological 
thythms at America’s National Institute of 
Mental Health. The fact that Charles B’s de- 
pressions lifted during the day suggested 
that circadian rhythms might be at work. As 
ithappened, Dr Wehr’s research had led him 
to explore the ways in which manipulating 
sleep can help some people ride the body’s 
rhythms upward and out of depression. “It’s 
not only the amount of sleep that’s influenc- 
ing the mood of these patients, but the tim- 
ing of sleep,” Dr Wehr says. “If you’re awake 
in the latter part of the night, that seems to 
have an anti-depressive effect.” 

That sleep and depression are intimately 
related has been known for years. In 1971, 
two German researchers reported that a 
sleepless night had transformed a depressed 
patient. Subsequent research, although des- 
ultory, showed that 60% or more of depres- 
sives respond—often dramatically—to a 
night of sleep deprivation, and that the 
transformation of mood usually occurs in 
the latter half of the night. “It’s a remarkable 
phenomenon,” says Dr Wehr. “The patient 
could have been withdrawn and depressed 
and hopeless and tearful and unexpressive 
and pessimistic for months, and we ask 
them to stay awake all night. The next morn- 

ing I would come in and be greeted at the 
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door by someone who's very talkative and 
very excited. Once you've seen it, you never 
forget it.” 

The trouble is that everyone needs to 
sleep, and even a short morning nap after a 
sleepless night brings the depression roaring 
back. Something interesting is going on, 
clearly; but how could the effects be made 
more than fleeting? 

In Germany, at the hospital of the Uni- 
versity of Freiburg, Mathias Berger has re- 
cently concluded the first controlled trial of 
its kind that suggests an answer. He began 
with 40 depressed patients who had been 
successfully lifted from their depression by a 
night without sleep.. The next day, half of 
these patients were put to bed six hours earli- 
er than normal. They slept from 5pm to mid- 
night, so that they were awake through the 
early-morning hours. Then their bedtime 
was delayed an hour each night, until after a 


a 


week they were back to a normal bedtime (11 
pm). The result was that three-quarters of the 
treated group did not relapse into depres- 
sion:a success rate twice as high as that of the 
20 patients in the control group, who re- 
ceived a placebo regimen. 

In other words, the anti-depressive ef- 
fects of sleep manipulation can be sus- 
tained. “These patients had had depression 
for months,” says Dr Berger. “It shows—and 
this is the most important aspect for me of 
this study—that there is no holy law of na- 
ture that you can improve depressive pa- 
tients only within three or four weeks, as 
anti-depressive drugs are able todo.” 

Just what is going on? As with somuch in 
the infant field of chronotherapy, theory 
lags practice. Dr Wehr suspects that the ef- 
fect may have to do with a surge, during the 
wee hours, of certain hormones associated 
with the thyroid. If you are awake through 
the latter part of the night, he says, “that 
surge just takes off and goes. So this is a kind 
of trick for flogging the brain and the pitu- 
itary and the thyroid to dump out a lot of 
their respective hormones. It’s kind of like 
using your body as its own pharmacy.” 

No other sort of pharmacy had worked 
for Charles B, who was desperate by the time 
he found Dr Wehr. Noticing the circadian 
pattern of Charles B’s depression, Dr Wehr 
asked him to get through a night without 
sleeping, and then to increase his nightly 
sleep only gradually, so that for almost a 
week he was awake during those crucial ear- 
ly-morning hours. The first trial’s effects 
quickly dissipated. (Response to sleep ma- 
nipulation—as, for that matter, to drugs—is 


often inconsistent.) A second try was abort- 
ed when Charles Boverslept. 

But the wonder still rings in his voice 
when he describes the third try. “Over the 
course of the night I just physically felt better. 
You can feel it, like it comes from your in- 
sides.” It felt as though someone had given 
him a powerful mood-altering injection. By 
morning he felt fine. Little by little he added 
sleep each night, fearing that the good news 
might not last. But it did. The depression was 
gone. He fears its return, of course, but much 
less than before. Now he has a weapon. 


The fourth dimension 


The point is not that sleep manipulation is a 
cure for depression or that drugs can be 
thrown away (to the contrary: the technique 
works in harmony with drugs, which can 
help sustain the effect). Nor, for that matter, 
is the point that timing chemotherapy to 


Blood pressure and cancer may only be 
the beginning. Many other afflictions also 








seem to follow daily cycles 


trace the body’s rhythms is a cure for cancer. 
Itis not. The point, rather, is that the new cen- 
tury finds people on the doorstep of a new 
way of thinking about themselves, a way 
that points to research agendas and thera- 
peutic strategies where before there was only 
the ephemeral ticking of the clock. 

The deep integration of time into sci- 
ence’s model of human life—indeed, of all 
life—is only just beginning; its uses almost all 
await discovery. At bottom, however, chro- 
nobiology is most important, not for any 
particular application, but as a way of recon- 
ceiving the structure of life. “Living beings are 
organised in time every bit as much as 
they’re organised in space,” Dr Menaker 
says, “and temporal organisation has been 
neglected relative to spatial organisation.” As 
the balance begins to be rectified, humans 
and other creatures become, at last, fully 
four-dimensional. 
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Messages from the Hall of 
Tortured Souls 


Some pretty weird things lurk beneath the surface of the world’s most 


popular computer programs 


UICK, come and look!” shouted Mad- 
dy as the children stood transfixed at 
‘the computer screen. “Lara just ex- 
ploded.” This was rather odd. There were no 
goons blasting away with their shotguns at 
Lara Croft, the buxom heroine of “Tomb 
Raider II”, a top-selling computer game. One 
minute she was walking around the back al- 
leys of Venice and the next she had turned 
into a fireball. Nothing is mentioned in the 
instructions about self-de- 
structing heroines, so per- 
haps it was a fault in the 
computer program? 

Trawling around the 
nether regions of the In- 
ternet, however, reveals 
the secret. The exploding 
Lara is what has come to 
be known in the computer 
world as an “Easter egg”. 
Just as parents might hide 
small Easter eggs around 
the house for excited chil- 
dren to discover, programmers have for 
years been hiding surprises in computer 
software, but mostly for other programmers 
to find. The vast majority of users have been 
blithely unaware that their software con- 
tains hidden messages and other surprises. 

Programmers have found planting East- 
er eggs so addictive that they now infest 
most popular software, including staid busi- 
ness programs as well as computer games. 
Most spreadsheets, word processors, In- 
ternet browsers-—the basic software appli- 
ances of the information age—have Easter 
eggs hidden somewhere in their millions of 
lines of computer code. To activate most 
Easter eggs, an unusual series of commands 
must be entered in a continuous and precise 
order. To explode Lara, for instance, she has 
totake one full step forward, one back, turna- 
round three times and then leap forward. 

To reveal the secret in Microsoft's Excel 
97 (and some other popular computer pro- 
grams), follow the instructions on the next 
page. When the spreadsheet vanishes from 
the screen it will be replaced with a mysteri- 
ous landscape. You can explore this by flying 
around it, using the mouse to turn and to 


ES intunet Epio 50 Racks 
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F intemet Explorer 5.0 Rocka 


Mozilla the 
beast is born 


The unbelievers 


strike 


T$ riene Explorer 5.0 Rocks 


speed up or slow down. As incredible as it 
may seem, Microsoft's top-selling spread- 
sheet program, used by millions of business 
people around the world, really does come 
with a hidden flight-simulator, available 
only to the initiated. Nor is it alone: Micro- 
softs Word 97, another of the company’s 
bestsellers, contains a hidden pinball game. 
What are they doing there? If you “fly” 
around inside Excel for a while, the answer 
becomes obvious. Eventually a large, pale 
hill comes into view. Down its side rolls a list 


of names, rather like the credits at the end of 
a film. These are the names of the program- 
mers who created the spreadsheet. 

Yet Easter eggs can be rather more than 
the software equivalent of movie credits. In 
the nerdy world of computer programming, 
they have taken on a life of their own, and in 
the process evolved a few sub-species. These 
can be hard, even impossible, to spot for pro- 
gram testers and software managers: imag- 
ine reading through a novel composed en- 
tirely of gibberish (the letters, figures and 
symbols which make up raw computer 
code) looking for something that is not sup- 
posed to be there. Other Easter eggs, despite 
being hidden, probably have been given a 
nod of approval by senior managers, not 
least because they often feature in them as 
the objects of praise or, more frequently, gen- 
tle mockery. And some are now planned 
especially in games—to encourage the In- 
ternet chatter which creates the “buzz” 
around a successful product. 

Some Easter eggs are nothing but one- 
line jokes. “Help, I'm being held prisoner ina 
system software factory” is 
the message buried deep in- 
ide the operating system of 
some Apple Macs. Many are 
self-congratulatory. The anti- 
virus programs made by Nor- 
ton, and by QuarkExpress, a 
desk-top publishing applica- 
tion, contain pictures of their 
programmers, some with 
their children, Other eggs are - 
just weird. Some versions of 
Corel Draw contain flying 
Zeppelins. Adobe PhotoShop 
usually has an electric cat in- 
side—which in the Macintosh version 
makes a loud belch when its nose is clicked. 
Adobe’s credits also include thanks to the 





‘person responsible for “legal mumbo jum- 


bo” and the firm’s “big-wig management - 
types”. Then there are “cheat codes”, Easter 
eggs which make a computer game usually 
easier, but sometimes harder, to play. 

Some programmers also use Easter eggs: 
to take a swipe at their competitors. Consid- 
er the arch rivals in the battle for Internet 
browsers: Netscape and Microsoft. In Net- 
scape Navigator V4.05 entering the words 
“aboutmozilla” in the location field produc- 
es an ominous message for its rival: 

And the beast shall come forth surrounded by a 
roiling cloud of vengeance. The house of the unbe- 
lievers shall be razed and they shall be scorched to 
the earth. Their tags shall blink until the end of 
days. From the book of Mozilla, 1220 


Mozilla is a small monster that crops up 
quite a bit in Netscape’s browsers. Micro- 
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` soft’s programmers seek revenge in the latest 
version of its browser, Explorer 5. Fiddling 
around with that produces the picture of an 
Easter egg on the screen. It cracks open and a 
small mozilla is hatched. But the poor thing 
does not last long: the big blue “e” symbol of 
Microsoft’s Explorer soon squashes it flat. 
The words which appear at the top of the 
screen leave no doubt about what is intend- 
ed: “Internet Explorer 5.0 Rocks”. 

With so much gothic humour and hid- 
den software, it is not surprising that Easter 
eggs bring conspiracy theorists outin droves. 
In an earlier version of Microsoft's Excel 
spreadsheet, its developers listed themselves 
in a dark place called “The Hall of Tortured 
Souls”. This was proof positive, some on the 
Internet claimed, that Bill Gates, Microsofts 
chairman, was indeed the antichrist. Hardly. 
Pictures of a topless Mr Gates, contained in a 
different Easter egg, reveal beyond doubt 
that he isnot marked with triple sixes, the de- 
finitive sign of the devil. These pictures are 
hidden away—for some extraordinary rea- 
son--in Microsoft's Wine Guide. 

Many people might not want all this ex- 
traneous software cluttering up their hard 
drive. But as so often when new programs 
are loaded onto a computer, customers do 
not have an opportunity to reject what they 
don’t want. Hence the number of Easter eggs 
continues to grow. David Wolf, a computer 
programmer from Redmond, Washington, 
Microsofts hometown, stumbled across 
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Easter eggs four years ago. Since then, his 
web site (eeggs.com) has collected about 
1,000 of them. Sometimes they are sent to Mr 
Wolf anonymously by people who worked 
on the programs, as well as by those who 
have stumbled across them. 


Noton my hard drive 
“I am amazed by how many there are,” he 
says. “For programmers it is a way of getting a 
bit of recognition and it is a challenge. Some 
companies try and find them, but others 
seem to turn a blind eye to it all.” The soft- 
ware companies themselves are reluctant to 
talk about Easter eggs. Despite several inqui- 
ries to discover Microsoft’s policy on them, 
the company did not reply. “That’s probably 
because they are embarrassed. After all, they 
are often criticised for producing software 
that is too bulky,” says one industry insider. 
When Microsoft officials have spoken 
about Easter eggs it is mostly to brush them 
aside as mere quirky bits of fun. Perhaps, but 
at least one computer expert reckons they 
are more than that. “Easter eggs are a telling 
symptom of poor quality control at many 
software companies,” says Ross Anderson, 
leader of the computer-security group at 
Britain’s Cambridge University. “Purchasers 
are right to be concerned; the great majority 
of computer-security failures result from the 
opportunistic exploitation of vulnerabilities 
that are discovered by chance. The software 
vendors should be concerned too; program- 





mers who are so badly supervised that they 
can hide games for their friends’ amusement 
can also hide time-bombs.” 

However controlling programmers is 
difficult. With many programming tasks 
farmed out to freelancers and written any- 
where from Boston to Bangalore, all sorts of 
things could be creeping into programs 
without the knowledge of the firms which 
sell them. While most Easter eggs are harm- 
less pieces of mischief, there are persistent 
rumours in the software industry that some 
products have had to be withdrawn or re- 
programmed because of them. 

One program had to be withdrawn, ac- 
cording to one rumour, because it contained 
an Easter egg portraying a famous actor be- 
ing zapped by an alien. Another story is that 
80,000 copies of SimCopter, a helicopter 
game produced by Maxis, which is owned 
by America’s Electronic Arts, were produced 
before it was discovered that a programmer 
had inserted an Easter egg protesting against 
the macho heterosexuality of most comput- 
er games. SimCopter is based on SimCity, a 
popular game for aspiring megalomaniacs. 
The object is to build cities and run them 
while keeping their inhabitants, the Sims, 
happy. In the tampered copies of SimCopter, 
instead of being rewarded after a series of 
successful helicopter missions by a brass 
band and happy Sims, the user was greeted 
by muscle-bound men in skimpy swimsuits 
prancing around and demanding kisses. 
One of the game’s authors was reportedly 
sacked for inserting “unauthorised pro- 
gramming”, the euphemism software man- 
agers use for Easter eggs. Repeated calls to 
Maxis’s spokesman were not returned. 

In the end, software firms may have little 
choice but to accept the existence of Easter 
eggs and act to stamp out only those which 
are insulting, libellous or damaging—if they 
can find them. Programmers may work to 
tight deadlines in sterile corporate settings 
and within carefully drawn guidelines. But 
by nature they are a creative, anarchic breed, 
or at least that is how they see themselves. 
And self-consciously creative people have 
always tried to leave their mark. In the Mid- 
dle Ages the anonymous masons who built 
Europe’s great cathedrals used themselves 
and their friends as models for the gargoyles 
which spout rainwater from the roof, and 
entertain the faithful. Hideous they may 
sometimes be, but malevolent they were not. 

Easter eggs may turn out to be similarly 
harmless gestures of vanity by the anony- 
mous souls building the information age. 
And yet it is still too early to say for certain, 
only because there may be thousands of 
them yet to be discovered. One rumour in 
particular continues to torment the cogno- 
scenti—that there is a set of secret commands 
in “Tomb Raider” which makes Lara Croft 
remove all of her clothes. Happy hunting. 
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Lost in cyberspace 


Internet millionaires are made every week, but most of those who created 
the network are still where they were a decade ago—in the computer lab 


; y UST imagine that, years ago, you had 
___ § seen the Internet coming before almost 


anyoneelse. You notonly understood the 
technology, but also had the vision to see 
how it could change the world. Better yet, 
imagine that you had come up with many of 
the basic ideas which have made the Internet 
possible. This would have been rather like 
inventing the internal combustion engine 
and striking oil at the same time. Being on the 
ground floor of what is proving to be the 
most revolutionary technology of the latter 
half of the 2oth century would have been the 
opportunity of a lifetime. Wealth, glory, a 
place in history were all there for the taking 
Just a few years ago. If only, if only. 

Before you start feeling too sorry for 
yourself, spare a thought for the people who 
actually were there on the ground floor. De- 
spite the fact that fortunes are being made (at 
least on paper) by Internet entrepreneurs al- 
most every week, the vast majority of the 
computer scientists, programmers and vis- 
ionaries who were the real pioneers of the In- 
ternet, and made the entire cyber revolution 
possible, have largely missed out on riches or 
glory. Whether they will win even a place in 
the history books remains to be seen. 

Consider, for example, Dave Walden, 
Craig Partridge and Ray Tomlinson. At Bolt 
Beranek and Newman, a Cambridge, Massa- 
chusetts consultancy, these three engineers 
were part of the team behind the creation of 
ARPANET, the Internet’s predecessor. Mr 
Tomlinson put the “@” in e-mail. 

Today, 15 years later, their baby has be- 
come a world-changing force. Did Messrs 
Walden, Partridge and Tomlinson share in 
the enormous wealth their innovation is cre- 
ating? Not much: they are still engineers at 
Bolt Beranek and Newman. (The company is 
now part of GTE, a big telephone firm, which 
is in turn being swallowed by Bell Atlantic, 
an even bigger telephone company. Mr Wal- 
den left a few years ago for a nearby think- 
tank, although he retains ties to his original 
firm.) By the time the World Wide Web came 
around to prove the commercial potential of 
what was then an academic network, the 
three were already nearing retirement. 

There are plenty of others like them. And 
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they have had plenty of time to mull over 
why it is not them, but the likes of Jeff Bezos, 
the founder of Amazon.com, the Internet 
bookshop, or Jerry Yang, the co-founder of 
Yahoo!, the web-search site, or Marc Andree- 
sen, the founder of Netscape, who are now 
wealthy beyond their wildest dreams. Some 
of the Internet pioneers are bothered by their 
missed opportunities, others are not. When 
the mad rush began to exploit the Internet 
commercially, they missed out for a variety 
of reasons. 

The most obvious is that many Internet 
pioneers were dyed-in-the-wool academics. 
Most wouldn't, or couldn't, shake off the val- 
ues of academia for the raw opportunism 
needed to exploit the still-nascent Internet. 
As recently as 1993, the Internet was almost 
entirely the domain of universities (most of 
them American) and government-funded 
research projects. An “acceptable-use poli- 
cy” banned commercial applications from 
most of the Internet. The bulk of users were 
scientists, engineers and computer nerds 
toiling away in laboratories far removed 
from the world of commerce. And yet by 
then there was already an excited buzz 
building about the commercial possibilities 
because of an innovative browsing technol- 
ogy that allowed people to “surf” from a 
“home page” to content “sites” anywhere in 
the world with just a click of the mouse on a 
“link” or “bookmark”. 

The name of this revolutionary technol- 
ogy? Not the “web”, despite the fact that it 
now uses the same terminology, but Gopher. 
Developed at the University of Minnesota 
(whose mascot was the digging rodent), “Go- 
pherspace” displayed many of the features 
of today’s web, from search services to por- 
tals and early e-commerce. Mark McCahill 
led the team of programmers which devel- 
oped Gopher and for a while they were the 
most promising heroes of the emerging 
wired world. Gopher traffic was building 
geometrically, as was the number of sites 
and the content they held. “Almost every- 
thing is available through Gopher,” mar- 
velled one book at the time. 

What happened? Two things. Atanother 
research lab, the National Centre for Super- 
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computer Applications (Ncsa) at the Uni- 
versity of Illinois, a team was designing an 
easy-to-use browser based on the web stan- 
dard that had been developed a few years 
earlier at CERN, a big research laboratory 
outside Geneva, Switzerland which special- 
ised in physics. The web differed from Go- 
pher mostly in one respect: it allowed click- 
able links anywhere in a document, while 
Gopher was based on menus of links that 
took the user to plain documents, without 
the embedded hypertext links of today’s 
web pages. “We were coming from a library 
perspective,” recalls Mr McCahill. “We were 
trying to maintain some hierarchy of infor- 
mation, not those spaghetti links of the web.” 

The Minnesota team considered com- 
mercialising Gopher, but the idea never 
went far. Like most Internet developments, 
Gopher was created not by professors but by 
students and engineers in the computer cen- 
tre. “At a university, the professors are gods 
and get most of the support. The guys who 
work in the computer centre are not gods,” 
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explains Mr McCahill. The university's tech- 
nology-transfer office was not showering 
them with investment proposals. 

For a while the web and Gopherspace 
co-existed; it was a toss-up which would 
win. Each had their fierce adherents at meet- 
ings of experts convened to set Internet stan- 
dards. But when Mr McCahill saw the first 
banner ad on a web page, he knew the game 
was up. The ncsa team wenton to form Net- 
scape, and the rest is history. There was a last 
attempt to develop a 3-p virtual-reality ver- 
sion of Gopher, but it too ran up against a ri- 
val web product (which also never came to 
much). Mr McCahill claims to be happy toil- 
ing away at the Minnesota computer centre: 
“| looked at what happened to [Ncsa‘s and 
Netscape’s] Marc Andreesen, who's never 
going to touch another line of code, and said, 
‘Idon’t want tobe an Internet poster boy’. I'm 


Clock wise from the top left: Jeff Bezos, Jerry Yang, Marc 
Andreesen, Robert Calliau, Chris Locke, Eric Allman, Mark 
McCahill, Ray Tomlinson, and Gordon Cook 
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doing what I like.” 

Many other pioneers were idealists. They 
believed that the Internet could change soci- 
ety but they either did not see that this would 
only happen when mammon stepped in, or 
they simply did not care enough about get- 
ting rich. Joseph Hardin is a good example. 
The ncsa team which went on to form Net- 
scape was the first not only to begin bringing 
the Internet to a mass audience, but to get 
rich doing so. And yet Mr Hardin, the pro- 
ject’s original leader, did not join them. He 
stayed at the university. 

In 1993 he was the head of software-de- 
velopment at ncsa. A social scientist by 
training who had played a role in the nucle- 
ar-freeze movement, he was particularly in- 
terested in technologies which encouraged 
collaboration and social change. This is what 
the team at CERN had intended the web to 
be, too, so when Dave Thompson, a team 
member, ran across the cern work, which 
had been designed for high-powered engi- 
neering workstations, Mr Hardin, among 
others at NCSA, spotted the opportunity to 
broaden its appeal. “There was a lot of 1960s 
thought that went into this interest,” he says, 
“I saw it as an incomparable democratic 
tool.” Mr Thompson showed it to Mr An- 
dreesen and Eric Bina, another team mem- 
ber, who thought they could do a better ver- 
sion in just a few months, and Mr Hardin 
authorised and pushed the project. Ironical- 
ly, Mr Hardin's plan to write versions for Ap- 
ple’s Macintosh and the pc, low-powered 
populist devices by supercomputer stan- 
dards, was initially opposed by Mr Andree- 
sen, who was concerned that the software 
would run too slowly, reflecting poorly on 
the underlying technology. 

Within a few months, Mr Hardin's teams 
had released Mosaic, as the NcsA browser 
was known, on both Windows, the pc-oper- 
ating system, and the Macintosh as well as 
Unix, the original operating system used by 
the CERN team. By the end of 1993 Mosaic 
had reached millions of users, most of 
whom had never heard of the web before 
and had no access to the kinds of work- 
stations the CERN versions had required. 
This simultaneous release on three popular 
platforms, said Tony Rutkoskwi, then the 
president of the Internet Society, “was the 
shot heard around the world.” 

The team planned to spin off the Mosaic 
technology toa company from the start, and 
indeed the university's technology-transfer 
department licensed it to Spyglass, a nearby 
software firm. But the negotiations took 
months, and by then Mr Andreesen had left 
and started Netscape with Jim Clark, the 
wealthy founder of Silicon Graphics. Mr An- 
dreesen took most of the Mosaic team with 
him. Mr Hardin, who had split with Mr An- 
dreesen over a number of issues, was not in- 
vited to join them. 

Netscape went public at what was thena 


huge valuation of nearly $3 billion; Spyglass 
got caught up in some legal disputes over the 
technology and never made much of its li- 
cence, although it did make a few million for 
the University of Illinois. 

Mr Hardin stayed doing what he loved 
best. He was invited by the University of 
Michigan to help set up a new school of in- 
formation, with an emphasis on developing 
technologies to aid collaboration. He has 
moved on to new projects, every bit as inter- 
esting to him as Mosaic. Although today he is 
approached regularly to help start compa- 
nies, he generally resists. “I'm not adverse to 
being rich, and maybe the right opportunity 
will come along, but my interest is mostly in 
the sociology of the technology, not the com- 
mercial application.” 

Other pioneers were just too weird to 
succeed in the corporate world, even in the 
relatively tolerant computer industry. Chris 
Locke may have been a drug-abusing former 
alcoholic (as he tells everyone), but he did 
spot the potential of the web long before ma- 
ny others. Ex-hippies such as Mr Locke, who 
continued to harbour ambitions to change 
society, were often the first to grasp the pop- 
ulist implications of the Internet. After a stint 
at Carnegie Mellon University’s robotics in- 
stitute, Mr Locke started in 1993 the Internet 
Business Report, the first publication to cov- 
er what would eventually become the 
dot.com industry, then sold the idea of what 
would later be called a “portal” to one of the 
web’s first entrepreneurs, Alan Meckler. Mr 
Locke ran that site, called MecklerWeb, for a 
while before falling out with Mr Meckler. But 
by this time, Mr Locke had established him- 
self as the first loud and opinionated e-com- 
merce pundit, a field that has since grown 
both crowded and very lucrative (many be- 
come venture capitalists). 


The wisdom of RageBoy 


For the past four years, Mr Locke has exor- 
cised his demons with an irregular e-mail 
screed sent under the name of his one-man 
consultancy, Entropy Gradient Reversals, 
that he runs out of his home office in Boul- 
der, Colorado. As often as not, he writes in 
the voice of his psychotic alter-ego, RageBoy, 
in a profanity-laced ramble that occasional- 
ly touches on the subject of Internet business 
strategy, ridiculingall it sees. There are plenty 
of nuts out there firing off crazed e-mails, but 
whatis extraordinary about Mr Locke is that 
he has attracted some 3,500 devoted readers 
from some of the Internet’s largest firms. 
After months of paging through his 
abuse, they eventually realise that it is all a 
subversive demonstration of his big idea, 
“gonzo marketing”, the notion that the In- 
ternet represents a perfect opportunity for 
big companies to reach a new class of young, 
hip consumer with edgy, humorous and 
self-deprecating web content. This notion 
has recently been adopted wholesale, not 
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just by many of the computer companies Mr 

Locke berated, but also by the young In- 
temet firms that now pepper American tele- 
vision with surreal advertisements showing 
waves of dogs attacking marching bands, is- 
land-owning tow-truck drivers and hysteri- 
cal executives on park benches. 

Being right has not made Mr Locke rich, 
nor are headhunters from e-commerce con- 
sultancies knocking down his door, but he 
gets enough work to live comfortably. His 
first book, “The Cluetrain Manifesto: The 
End of Business as Usual”, written with three 
collaborators, is due to be published in Feb- 
ruary. But his lone-gunman status has let 
him achieve “something the Buddhists call 
‘right livelihood’, or right for me anyway. If 
Jeff Bezos lost his mind and offered me 50% 
of Amazon.com on the condition that rd 
stop writing my zine, I'd turn down the offer 
happily—then write about it for Entropy 
Gradient Reversals.” 

















































A loner and a gadfly 


Gordon Cook is not quite as weird as Mr 
Locke, but in his own way he is just as indi- 
vidualistic. In 1990 he wrote the first govern- 
ment report on the Internet and in 1992 start- 
ed the first newsletter about it. The Cook 
Report remains a one-man operation, run 
out of his basement, with a circulation of a 
few hundred. “Pioneers have attitudes,” he 
says. “I'm ornery and won’t compromise; 
something of a loner and a gadfly. It’s not ea- 
sy for me to fitintoa company.” 

Many pioneers had less prickly person- 
alities in addition to good ideas and the de- 
sire to make money, but they tried to launch 
their businesses before consumers, business 
partners or investors were ready to back 
them. John Quarterman, a prominent figure 
in the early Internet who now runs mips, an 
Internet consultancy in Austin, Texas, at- 
tempted to persuade venture capitalists to 
invest as long ago as 1990 in what he de- 
scribes as a “cross between Yahoo! and Net- 
scape”. Recalls Mr Quarterman: “They 
had never heard of the Internet; they 
couldn’t understand what we were try- 
ing to sell, which was neither software 
nor hardware.” 7 

Poor timing also almost sank Eric All- 7 
man’s chances of commercial success. In 
1989, when he was working at the comput- 
er centre of the University of California at 
Berkeley, he wrote a program to solve a 
particular problem he had adminis- 
tering the university’s e-mail sys- 
tem. Called Sendmail, it was so 
successful that other universities 
began to use it. It quickly spread 
throughout the Internet. By 1994, 
nearly three-quarters of all e- 
mail on the Internet went 
through Sendmail. Like a lot of 
other Internet software, it was free,a 
’ product of the “open-source” move- 
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ment in which programmers from around 
the world voluntarily collaborate and share 
their work simply for the fun of it. 

The problem was that Mr Allman, as the 
project’s leader, was being flooded by e-mail 
from Sendmail users needing help. Provid- 
ing such support is one of the largest costs for 
commercial-software firms, yet Mr Allman 
was still doing this with a small team as a 
sideline to his day job. He realised that Send- 
mail had to become a real business simply to 
support its users, but when he first ap- 
proached investors, he was turned down. 

The biggest reason for the refusals, he 
says, was his commitment to the open- 
source movement: he refused to make his 
software a proprietary technology. Venture 
capitalists could not see how a product de- 
veloped by anyone who wanted to help, 
Open to everyone including competitors, 
would ever make a profit. Mr Allman had to 
struggle on with grants and little sleep. 

Then, in late 1997, another open-source 
project, an operating system called Linux, ex- 
ploded into public view. It was efficient, 
popular with computer geeks and, most im- 
portantly, potentially a rival to Microsoft's 
Windows operating system. Companies 
emerged to “package” the free software, cus- 
tomise it and support users. Finally, venture 
capitalists could see a way to make money 
from the open-source movement. They in- 
vested in these firms and took one, Redhat, 
public at the by-then-customary sky-high 
valuation. Last year, Mr Allman went back 
to investors. This time Sendmail Inc, as com- 
mitted to open source as ever, had no trouble 
finding financial backers, and it is now grow- 
ing quickly, with more than 100 employees. 

Many other Internet pioneers failed to 
jump on the bandwagon which they had set 
rolling because they were in the 
f wrong place. From its birth, the In- 
F temet was a global network and ma- 

ny of its most important innovators 
were in Britain, France, Australia and Ja- 
pan. But as an industry, capable of gener- 
ating income, the Internet has always been 
based in the United States, and in Califor- 
nia’s Silicon Valley in particular. Few of In- 
ternet pioneers outside of the United 
States had much success in starting a 
business. 

The classic example is the web itself, 
which was dreamed upat cern in Swit- 
zerland. Tim Berners-Lee, the web's 

chief architect, was a brilliant idealist 
whoenvisioned it primarily as acollabora- 
tive tool, rather than as the channel for me- 
dia and commerce which it has largely be- 
























come. After Netscape took the web from Mr 


Berners-Lee’s academic and scientific com- 
munity to the world at large, he moved to 
MIT to found the w3c consortium, which 
sets common standards and tries to 
bring some order to web develop- 

ment. He was clear from the start 


that he was not interested in a business role. 

But his original web collaborator at 
CERN, Robert Calliau, was mote commer- 
cially-minded. When the full potential of 
their invention became apparent in the early 
1990s, Mr Calliau sought to make a business 
of it, but encountered nothing but barriers, 
Along with the common problem of being 
tooearly, he says, “it was very difficult to find 
start-up money in Europe. CERN is an inter- 
national laboratory, with all that implies: we 
were all ‘expatriates’, finding ourselves in un- 
familiar settings for commerce and law.” Mr 
Berners-Lee eventually persuaded him that 
this was no loss: the best thing for the web at 
that stage would be to ensure that it re- 
mained an open standard, free of propri- 
etary restrictions (to a large extent that re- 
mains the case today). 

Mr Calliau is still at cern. He is rather 
grumpy about the way the web has deviated 
from the idealistic model which he and Mr 
Berners-Lee had pursued. He now pursues a 
quixotic solo campaign for greater Internet 
regulation to counter what he sees as in- 
creasing online lawlessness and chaos. But 
he claims to be more relaxed about his fail- 
ure to get rich: “The pioneers will godownin 
history in a very different manner from the 
billionaires. Who knows: perhaps the bank 
notes of the billionaires of the future may 
have some of our faces on them.” 

That would be some consolation, al- 
though it does not seem very likely at the 
moment. Few of the millions of people now 
using the Internet, or making money from it, 
whether as entrepreneurs, employees or in- 
vestors, have ever heard of most of the peo- 
ple who helped to make ita reality. 

Perhaps that is not quite as unfair as it 
sounds. The Internet, despite its enormous 
potential, would probably never have 
amounted to much if determined opportun- 
ists such as Mr Andreesen, Mr Bezos or Mr 
Yang had not grabbed the chance toexploitit 
commercially. Most of the pioneers who 
have been bypassed by the web's explosive 
growth failed to display the mixture of vi- 
sion, drive and creativity needed to succeed 
in a new high-tech business. Some even 
scorned the whole idea of anyone making 
money from their baby. That attitude now 
looks not just utopian, but obstructive. 

Many of the pioneers remain baffled by 
the stockmarket frenzy surrounding Internet 
firms. Only one of the men interviewed for 
this article has ever bought an Internet share, 
and even that was a share of the only firm he 
felt was a proper business with real assets— 

an Internet service provider that “had back- 
up diesel generators and everything.” The 
achievements of firms such as eBay and Ya- 
hoo! strike many of them as trivial. “It’s easy; 
you feel you could hack it out ina weekend,” 
says one pioneer. Apparently even visionar- 
ies have blind spots. 
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Living la vida loca 


HAVANA, MANAGUA, MEXICO CITY, RIO DE JANEIRO AND TEGUCIGALPA 


Latin America has imported the notion of “gay pride” from the United States, 
just as it has imported fashions and fast-food chains. But it is still a region 
where men are macho, women are long-suffering, Catholicism dominates, 
and the family reigns supreme. Our reporter embarked on a personal odyssey 
to discover what this complex cultural mix means for Latin American gays 


O SOMEONE arriving in Mexico in 

May 1998, the first impression of what 

Latin Americans thought of homosex- 
uality came out of loudspeakers. Every radio 
station and nightclub in the country was 
playing a song by Molotov, a rock band de- 
termined to shock with lyrics full of swear- 
words and an album cover showing a girl 
with her knickers pulled down. Society was 
shocked all right, and Molotov was roundly 
condemned for its brazenness; but nobody 
seemed to object to the words of “Puto”, a 
thumping disco anthem that climaxed with: 
“Puto, puto, matarile al maricon”—roughly 
translatable as “Faggot, faggot, let’s play kill 
the queer”. The sight of dozens of young men 
jabbing their arms in the air and yelling “pu- 
to! puto?” is not a calming one, especially if 
you happen to be a puto. 

Take no notice, Mexican friends said 
soothingly; they don’t mean it. Eventually, 
people got bored of “Puto”. Molotov went 
back to making songs about drugs. But the 
question remained: how do Latin American 
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societies really treat people whom they 
know are homosexual? 

An interview with a man running for 
governor of Zacatecas, a state in north-cen- 
tral Mexico, confirmed that gay rights are not 
high on the agenda. Jose Narro represents the 
Workers’ Party, a small left-wing group, and 
he talked in eamest and heart-warming 
terms about his belief in equality. So did he 
believe in allowing gays to marry? He fell si- 
lent, pondering. “We believe in equality,” he 
said at long last, “but I've never really 
thought about that sort of equality...” All 
equalities are equal, but some, it seems, are a 
little too equal to bear thinking about. “You 
know, it’s very simple,” he concluded. “We 
would have to putit toa vote, and let the peo- 
ple of Mexico decide.” He claimed not to be 
able to guess what the people of Mexico 
would say. 

Put homosexuality in front of them, and 
the people of Mexico don’t say anything 
much. At this year’s gay pride parade, thou- 
sands of homosexuals, bisexuals, drag 
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queens, and transvestites marched down 
Mexico city’s principal avenue, and on to its 
central square just as they might march in 
San Francisco or Berlin. Drivers chugging 
past wore the same looks of bemusement, 
amusement and occasional disgust as would 
drivers along London’s Oxford Street. Two 
old men watched the spectacle shaking their 
heads in disbelief. But when asked their 
opinions, they replied: “Each to his own.” 

This, though, is an attitude for special 
places and special occasions. In the metrop- 
olis, with an income that provides some in- 
dependence from family, you may be able to 
live nearly as gay and proud as in New York 
or Paris. Elsewhere, homosexuals face the 
same attitudes as those in the North did four 
or five decades ago. But the number of ways 
Latin American gays have devised to live 
within those constraints is astonishing. 

Pablo (this article uses pseudonyms for 
those who appear only by first names) is a 
lawyer in his mid-20s who spent most of the 
pride march flouncing back and forth shout- 
ing “Z-a-a-a-a-a-a-s!’—a sort of camp ver- 
sion of “My goodness!’—at anything that 
displeased him. Pablo and his friends go to 
gay bars, gay restaurants and on gay holi- 
days. His family knows he is gay. But he has 
to keep his loca (“crazy girl”) side under a 
tight rein at work, and does so with consum- 
mate skill: watching him switch from a hilar- 
ious one-man cabaret to a buttoned-up pro- 
fessional in a fraction of a second is an 
unnerving experience. Nevertheless, he is 
young and middle class, and relatively free 
to be what he chooses. 

Take the metro and then the bus north 
from the city’s central square, and you even- 
tually reach Azcapotzalco. This unprosper- 
ous part of the city is the last place you would 
expect to find Father Jorge, Father Rodolfo 
and their flock holding mass in one of the 
few gay churches in Latin America, an ecu- 
menical chapel converted from the garage of 
the house where the two priests, partners for 
over 20 years, live. 

The 120-odd worshippers at their three 
Sunday services range from teenagers as 
carefree as Pablo to older men and women 
who have been shackled by traditional val- 
ues for mostof their lives. Arturo and Miguel, 
partners for just over five years, are both 
about 50 years old. Neither is especially well- 
to-do. And each still lives with his family, so 
that mass at the church is one of their few 
chances to see each other. Before he accepted 
his own homosexuality, at the tender age of 
43, Arturo was not even an acting heterosex- 
ual; he lived to middle age without ever hav- 
ing a relationship. Now, he and Miguel are 
planning toask Father Jorge to bless their un- 
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ion. “But not yet,” says Arturo cheerfully, 
“because I'm a traditionalist. In my family 
courtships always last at least five years.” 

Latin America, like most places, has a 
long, disputed history of ambivalence and 
hypocrisy when it comes to homosexuality. 
“The Maya of the Yucatan peninsula,” writes 
Clark Taylor*, an anthropologist,“held large 
private sexual parties, which included ho- 
mosexuality. However...they were aghast at 
the public sexual rites of their Toltec con- 
querors.” Some anthropologists hold that 
the Aztecs, who vanquished the Toltecs in 
their turn, held such rituals too, although the 
experts at Mexico's national anthropology 
museum hotly deny this. 

The Spanish invaders claimed to find 
shocking behaviour among the natives. But, 
once again, the conquerors were no purer 
than the conquered. A 1658 court report on 
the trial and execution of 14 members of a 
homosexual ring in Mexico city noted that 
the facilitator of the group was an elderly but 
irrepressible Spaniard known to his friends 
as “Senora la Grande” (a reference, presum- 
ably, to both his age and the size of his mem- 
ber), who “had sex on all occasions, and atall 
times and places.” Even in hospital, where 
he was sent after suffering 200 lashes for false 
testimony, he managed to have it away with 
other patients, and quickly lost any chance 
of mercy that his age might have won him. 

Today ambivalence continues. Despite 
the culture of machismo, the ideal of total 
masculinity, Latin America is legendary for 
its male bisexuality. When Annick Prieur, a 
Norwegian anthropologist, asked her gay 
Mexican contact, Mema, how many men he 
knew who had had sex with another man, 


Mema started counting. First, he counted the 12 
households closest to his own house. Then...he 
counted the 27 households in the street where his 
mother lived. In this way he arrived at 130 men in 
39 households...Out of these he affirmed that at 
least 82...had at least one homosexual experience. 
And this he knew because either he had seduced 
them himself or he knew someone else who had.t 


How could so many supposedly straight 
and macho men allow themselves to go to 
bed with a fellow who, according to Ms 
Prieur’s description, wears bottom-hugging 
trousers, bleaches his hair, and does not 
walk, but sashays? Machismo is, in fact, the 
key to this puzzle. The stereotype of homo- 
sexual men as effeminate and passive is so 
powerful that a man who takes the “active” 
or “masculine” role, even with another man, 
is not necessarily seen as homosexual. Quite 
the reverse, sometimes. “Soy tan macho que 
me cojo otro hombre”—I'm so macho that I 


* “Legends, Syncretism, and Continuing Echoes”, by Clark 
L. Taylor, in “Latin American Male Homosexualities”, 
edited by Stephen O. Murray. University of New Mexico 
Press, 1995 


t“Mema’s House, Mexico City”, by Annick Prieur. Univer- 
sity of Chicago Press, 1998 
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Snow Whites and snake charmers 








N TRADITIONAL Latin Ameri- women a buga, but many fused the insult “queer” by ap- 
can parlance the word homo- claim, only half-jokinaly, that propriating it. 
sexual refers not to someone none exist. There are fewer terms for 
who prefers people of the The astonishing range of heterosexual; typically, reflect- 
same sex; it is aman who only slang words for homosexual is ing what macho men are like, 
takes the passive role, letting evidence of the contempt for they embody violence, such as 
himself be penetrated. The them in Latin culture. Stephen - picador, the man who jabs a 
word heterosexual refers toa Murray and Wayne Dynes* list lance into a bull at bullfights. A 
man who takes the active role, no fewer than 106 Spanish similar number cover men who 
with either women or men, synonyms from all over the re- are ambiguous in their roles, 
and usually acts macho too. A gion, among them aguacate. Even more specifically, hechizo 
man who is bisexual isnot one (avocado), blancanieve (Snow (a “made one”) refers to some- 
who likes both men and wom- White), mariposa (butterfly), ri- one who used to be heterosex- 
en; he likes both giving and re- ñon (kidney), and jota (the let- ual but has gradually acquired 
ceiving. This behaviour is con- ter J, because gay prisoners in _ taste for the other role too. 
sidered strange and foreign, Mexico city's federal jail used Brazilian Portuguese is 
which is why such men are also to be isolated on “J” block). even richer, Mr Dynes, who 
called internacional or mod- Homosexuals often use some writes that it “is probably un- 
emo. Mexican gays calla man of these words themselves, just surpassed by any other modern 
who will only have sex with as gays in the United States de- language”, lists some 140 
SAAR v Ee a Words for homosexual, includ- 
F e del Í ing acucareiro (sugar bowl), 
d s domador de serpentes (snake 
(m Brazil is supposedly Latin Amer- 
ica's most tolerant society. This 
may be the reason why one Ar- 
gentinian word for homosexual 
is brasilero 
* In “Latin American Male Ho- 
mosexualities” (see below) 





fuck another man—is a Colombian saying. 
Ms Prieur writes: “Contempt for the effemi- 
nate homosexual is exactly what makes bi- 
sexuality acceptance |sic] for masculine men, 
and this is why homophobia, machismo 
and widespread male bisexuality make a 
perfectfit.” [author's italics] 

Even the Aztecs shared this contempt, 
judging by how they sometimes punished 
men caught in flagrante. The “active” part- 
ner, according to a Victorian anthropologist 
quoted by Mr Taylor, was merely tied to a 
stake, covered in ashes and left to die. How- 
ever, “the entrails of the passive agent were 
drawn out through his anus, he was then 
covered with ashes, and wood being added, 
the pile was ignited.” 

In this mindset, your sexual orientation 
isn’t determined by whom you do it with, 
but what you do with them. It is an old dis- 
tinction, going all the way back to the ancient 
Greeks. And it is long-lasting, for even in 
North America until earlier this century, be- 
fore the notion of “gay” took hold, manly 
men could have sex with “fairies” and still 
think of themselves as heterosexual. In to- 
day’s Latin America the “modern” view—in 
which homosexuals are no different from 


heterosexuals except for the trifling detail of 
who their partners are—jostles for space 
with a different and quite baffling lexicon of 
sexual identities (see box). 

Of course, many homosexual men mar- 
ry and have children while continuing secret 
affairs with other men. As a result, when 
AIps started to take hold, faithful married 
women caught Hiv at an alarming rate: one 
study of Hiv-positive housewives in Bogota 
in the early 1990s estimated that 80% of them 
got the virus because of their husbands’ bi- 
sexual affairs. What’s more, because the af- 
fairs were secret, wives were catching Hiv 
even faster than female prostitutes, who 
were aware of the risks and used condoms. 
AIps prevention has depended on destroy- 
ing its image as a “gay” disease—because 
“heterosexual” men who had sex with other 
men thought they could not catch it. 

Machismo also means that gay women, 
who are less visible than gay men the world 
over, practically vanish in Latin America. 
They can be prominent in gay activism; the 
region’s only openly gay politician at a na- 
tional level is Patria Jimenez, a Mexican con- 
gresswoman. But women have less freedom 
than men, find it harder to get jobs, and so 
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are even more likely to have no choice but to 
live with their families until a husband 
comes tocarry them off. 

Two women living together, though, 
arouse less suspicion. “Women’s sexuality is 
denied,” explains Sergio Abboud, an anthro- 
pologist at Rio de Janeiro’s Federal Flumi- 
nense university. “People think that a 40- 
year-old man who hasn't married is either 
too sex-mad to settle on one woman, or gay. 
But if it’s a woman, she must be frigid, or 
asexual, or nobody wants her—it can’t be 
that she’s lesbian.” There is a female counter- 
part to the male ideal of machismo: it is 
called marianismo, which means being like 
the Virgin Mary, about as explicit a denial of 
female sexuality as can be imagined. 

Despite prejudice, some gays don’t both- 
er to hide. Take Mema, and his coterie of gay 
men and transvestites in one of Mexico city’s 
poorest suburbs. They sometimes suffer vio- 
lence, especially the transvestites who sell 
sex on dangerous night-time streets. But their 
colourful, noisy progress through the tough- 
est parts of town is usually met with nothing 
worse than amusement. Even in tiny back- 
water towns in the countryside, obvious 
transvestites often work in shops or restau- 
rants, apparently unmolested. Many of Ms 
Prieur's Mexican contacts even consider 
themselves happier than gays in her native 
Norway, who enjoy many more legal rights 
but live in a buttoned-up society that has lit- 
tle truck with egregious camping about. 

Paradoxically, obvious homosexuals 
seem more common in the working class. 
The explanation is simple pragmatism. 
“Coming out”, that solemn rite of passage for 
gays in rich countries, isn’t even an option 
when you share a small house with ten sib- 
lings and everyone can see that you are a bit 
more girly or manly than you should be. 
Moreover, at least one of your siblings will 
turn out to be something worse—a criminal, 
for instance. And a transvestite who works 
selling sex or as a successful hairdresser (the 
two commonest professions) may support 
her entire family. Because children usually 
live with their families until they marry, the 
family must get used to them, or else kick 
them out. “In my 25 years of research in Mex- 
ico,” writes Joseph Carrier, an American an- 
thropologist, “I have found this to be much 
more an implied threat than a reality.”t 

However, not all families are quite so ac- 
commodating. In Honduras, surely one of 
the worst places to be gay in the entire world, 
Nina Cobos, the president of the country’s 
only gay-activist group, says she knows just 
20 gay couples who live together. And even 
that can require contortions. The invitation 
to dinner came from Luis and Enrique, two 
young men who live together in a middle- 


"De los Otros: Intimacy and Homosexuality among Mexi- 
can Men", by Joseph Carrier, Columbia University Press, 
1995 
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class part of Tegucigalpa, the capital. With 
them live Enrique’s parents, his brother and 
sister-in-law, and their three kids. The two 
men have for four years shared the same 
room and the same bed. Before arriving, Ro- 
drigo, a Guatemalan friend of theirs, issued 
instructions: “Enrique’s family doesn’t know 
they're a couple, so don’t say anything.” 

It seems preposterous. Yet as they sit 
with their guests in the living room, sur- 
rounded by family photos, Luis and Enrique 
keep up the pretence. After a few minutes it 
becomes second nature to flip the conversa- 
tion from whether a particular movie star is 
gay to who will win the football whenever 
someone else walks through the room. Most 
likely, says Rodrigo, everyone tacitly agrees 










to feign ignorance as a way toaccept 
the unacceptable; he himself has 
lived with his American boyfriend 
for seven years and has no doubt 
that his family knows, but he 
would still never tell them outright. 

Delve in, and there are many 
peculiar stories to be told. Like that 
of Rodrigo’s cousin Carlos, who is 
also gay. Carlos’s sister married a 
man who didn’t like putos, and made sure 
everyone knew it.One day shecame home to 
discover him in bed with her brother. They 
survived her wrath, and so did the marriage; 
but as with Rodrigo, the family still never 
mentions the fact that Carlos is gay. 

Or of Fidel, a young gay waiter in Nicara- 
gua, who just shrugs when he hears about 
Luis and Enrique. “I had a boyfriend who 
came to live with me, in my room. I told my 
mother he had to leave home and didn't 
havea place to stay. He stayed for six months 
before she figured it out.” 

Or of Leo, a male prostitute in Rio de Ja- 
neiro. He is 19 and has been selling sex in a 
seedy downtown sauna (in between ap- 
pearing in gay porn films) for a year. Does he 
consider himself gay? No, nor do any of his 
colleagues. “I'd say I'm bisexual. I have a girl- 
friend.” Ah. And does she know what he 
does for a living? “Oh, yes. She does the same 
thing. She earns a lot more than me, too.” 

But perhaps the most unusual gay scene 
of all isin Cuba. There is no gay politics, since 
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there is no legal political activism of any sort; 
and there are few gay households, since it is 
difficult for anyone but married couples to 
get a state housing allocation. But every night 
outside the Lara cinema, in full view of Ha- 
vana’s tourist district, an odd crowd gathers. 

Handsome young men—some not yet 
even men—meet, kiss and exclaim over each 
other's shiny new clothes. Magazine-model 
women six feet high teeter back and forth on 
pin-sharp heels or sway glamorously in the 
breeze. On closer inspection they still look 
like women—which is impressive, since they 
are men too. Sometimes the crowd heads for 
one of the semi-legal gay bars. Tonight the 
whole flock decamps to an illicit party held 
in someone's house, where rum, salsa music, 
physical beauty and the tropical heat togeth- 
er create an atmosphere that any nightclub 
on the planet, if it could reproduce it, would 
charge a fortune for. 

At about 3am, after a fight between two 
transvestites breaks up the party, the crowd 
shifts once more, to a café by the Malecon, 
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Havana’s seaside ring road. More than 200 
brilliant creatures hang around blocking 
what little traffic there is, and nobody comes 
to move them on or bash them up. It seems 
like paradise. And then Laura, one of the few 
real women present, punctures it. “Almost 
all these guys are jineteros,” she explains — 
men who sell their bodies or just their com- 
pany, for money, drinks or shiny new 
clothes. For anyone else, the few dollars 
needed to go out can be a month's wages. 
Back in Mexico city the pride march has 
ended. Pablo and his friends are walking off, 
past the police who have failed to set up a 
roadblock in the right place and are now 
half-heartedly waving traffic away from the 
mass of gay men and women. Time to act 
straight again. A cab stops; they climb in so- 
berly. The driver glances in the rearview mir- 
ror and smiles. “Is the march over, then?” he 
asks. Pablo pretends to look outraged. “I'm 
not a faggot,” he insists. “What makes you 
think that? Z-a-a-a-a-a-s...” 
— Ż a 
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Freaks under pressure 


The world’s best athletes seem to be getting ever bigger. But bigger is not 
always better. And consider this proposition: the sports where size matters 
least are not only the best test of human abilities, but the most fun to watch 





mu, playing on the wing of the All Blacks, 

New Zealand's national team, ran con- 
temptuously through a tackle by England’s 
Tony Underwood to score a glorious solo try. 
Four years later, in the 1999 World Cup, Mr 
Lomu reopened England's scars with anoth- 
er wonderful scoring run—this time brush- 
ing off tackles from not one English player 
but four. How did he do it? The simple an- 
swer is that Mr Lomu, an otherwise gentle 
man of Polynesian extraction, stands 6ft sin 
tall (1.96m), weighs 26olb (118kg) and yet can 
cover 100 metres in just over ten seconds. As 
the boxing adage puts it, “a good big ‘un will 
always beat a good little 'un.” 

There is acommonsense logic that bigger 
is better. This is why sports such as boxing, 
wrestling and judo do not let the light- 
weights fight heavyweights. And itis certain- 
ly true that today’s athletes, whatever their 
sports, tend to be taller, bigger, stronger and 
fitter than champions of the past. Add televi- 
sion money to speed up the process of natu- 
ral selection in professional sport and it 
seems inevitable that Mr Lomu, and his 
physical counterparts in other sports, will 
soon be the norm, not the exception. 

But try scratching the surface of this easy 
reasoning. Since all of us, including the un- 
athletic, are bigger than our parents were, 
what matters is not absolute but relative size. 
The odd thing is that to watch the world’s 
best sportsmen in action is to see that the big 
do not always prevail. In this year’s Rugby 
World Cup, when the French gloriously beat 
a seemingly invincible New Zealand team, 
tiny Christophe Dominici had at least as 
good a game as Mr Lomu. 

Indeed in some sports it is the small who 
seem to triumph most. The best batsman in 
the world of cricket is India’s Sachin Tendul- 


I N THE 1995 Rugby World Cup, Jonah Lo- 


kar, who is not much over 5ft (1.52m). One of | 


Italy’s best soccer players is Gianfranco Zola, 
just a touch taller than Mr Tendulkar. And 
most of the world’s Formula One racing driv- 
ers are of normal build, albeit simply be- 
cause it is hard to fit big men into small cars. 
Even in basketball, a sport that intrinsically 
favours freaks, the best player of the 1990s 
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was the relatively “short” Michael Jordan. 
Believe it or not, his mere 6ft 6in (1.98m) actu- 
ally qualifies as short in America’s National 
Basketball Association (NBA). 

Solet us offer a couple of heretical propo- 
sitions: it is usually a disadvantage to be big; 
and, in any case, the best sports are those for 
all shapes and sizes—with one in particular, 
we would argue, being paramount. 

The first heresy, admittedly, is a little 
tricky to prove. Most sports, after all, have 
athletes who excel not despite their 
bigness but because of it. It is easy ~ 
to visualise Mark McGwire, big by 
birth and with his 6ft sin (1.96m), a 


In rugby, France’s Christophe Dominici 5ft 7in 
(1.71m), 181lb (82kg) can do surprisingly well 
against New Zealand's Jonah Lomu, 6ft Sin 


(1.96m), 260Ib (118kg 



























250lb (u3kg) stature enhanced by androste- 
nedione, hitting one home run after another; 
not so easy to imagine him doing so with the 
shoulders and biceps of a normal mortal. 
Similarly, the rocket-like ascent of Venus 
Williams to the top ranks of women’s tennis 
clearly owes much to her 6ft iin (1.85m) 
height and a serve that travels at more than 
120mph (193kph). 

But if bigness is such an asset, why was it 
that in 1998 Mr McGwire’s close rival in the 
race to break the home-run record was Sam- 
my Sosa, a man five inches shorter and 4olb 
lighter? And why is it—though this may soon 
change—that the best player in women’s 
tennis in the second half of the 1990s has 
been Martina Hingis, a woman of unexcep- 
tional height and muscles? The suspicion 
must surely be that while some athletes 
reach the top because of their supernormal 
size, a majority of big athletes fail. 

There are two reasons why big is not al- 
ways better. The first and most obvious is 
that big often also means clumsy. In tennis, 
with notable exceptions such as Boris Becker 
or Patrick Rafter, big players find it harder to 

bend down for the volley; in the confined 
quarters of a squash court, tall players 
may trip over their own feet; on the 
badminton court it is agility and 
speed that count, hence the su- 
premacy of the Chinese and 
Indonesians. In soccer, the 
world’s most popular 
sport, there are remark- 
ably few tall players. 
Clearly they have an ad- 
vantage in heading the ball, 
but when it comes todribbling, 
the legs suddenly seem too long to 
keep the ball under close control. It is 
no accident that Argentina’s Diego Ma- 
radona, the best player in the 1986 
World Cup, was also the shortest play- 
er in the tournament; nor that Brazil’s 
Pele, arguably the best player ever, is of be- 
low-average height. 

The second reason is that if an athlete 
uses size as a weapon, he or she tends to 
neglect other parts of their armoury and 

so to leave their talent unfulfilled. For ex- 
ample, a good-natured American tennis 
player of the 1970s, Roscoe Tanner, had 
height, a fearsome left-handed 
serve—and not much else to his game, 
which helps explain why he won 
only one Grand Slam tournament 
compared with the four won by Guillermo 
Vilas, a stocky, poetry-writing Argentinian 
contemporary who could hit groundstrokes 
all day. Ask who have been the most talent- 
ed players in the professional era of men’s 
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tennis, and the same names keep cropping 
up: Rod Laver, John McEnroe, Pete Sampras, 
Andre Agassi and, though he has yet to 
match talent with Grand Slam achievement, 
Marcelo Rios. Of that quintet, only Mr Sam- 
pras clears six feet, and then only by an inch. 
Chile’s Mr Rios, who briefly topped the 
world rankings in 1998, is smaller still at 5ft 
gin (1.75m) and 140lb (64kg). 

Ironically, these arguments hold true 
even in heavyweight boxing. Muhammad 
Ali, in the days when he was Cassius Clay, 
beat the heavier, supposedly invincible Son- 
ny Liston (and subsequently a lot of other 
bigger opponents) because he could “float 
like a butterfly, sting like a bee.” Measured by 
the tape, Mr Ali was an averagely big heavy- 
weight; his genius was that he moved like a 
middleweight. Indeed, of the other heavy- 
weight champions with a claim to greatness 
in the past half-century only Larry Holmes, 
at 6ft 3in (1.91m), was a truly big man—and 
some critics do not think he was that great 
anyway. Rocky Marciano, the only champi- 
on to be undefeated, stood a mere 5ft 10in 
(1.78m); Mike Tyson, at 6ft (1.83m), is smaller 
than almost all the men he has mauled. Mar- 
cianoand Mr Tyson became winners not be- 
cause of their size but because they had a pe- 
culiar mental strength and passion (some 
might call it craziness) for the fray. 


The main ingredients 


Not thatsize is entirely unimportant. Roz Ka- 
dir, a clinical nutritionist who feeds natural 
supplements to several English rugby play- 
ers, says: “Choosing the right parents is abso- 
lutely paramount. Size really does matter.” 
Well, maybe, but one of the better English 
rugby players is Neil Back, who was for 
a long time kept out of the team be- 
cause, as a 5ft 10in (1.78m) forward, he 
was automatically considered too 
small to succeed at the highest level in 
whatis, after all, a bruisingly fierce con- 
tact sport. The reality is that Mr Back 
forced his way into the national team de- 
spite his size and because of his determi- 
nation. (Ms Kadir concedes that “Backy 
said he'd eat tree-bark if it did any good.”) 
Obviously, however, Ms Kadir does 
have a point. Sports physiologists have 
spent years with microscopes, tape mea- 
sures, and echocardiograms trying to find 
out just what, physically, makes an athlete. 
The basic findings seem sound enough: 
big lungs are good to have in any sport in- 
volving hard exercise and even in some, such 
as target shooting, where there is none (it 
helps to hold your breath); a big heart—more 
particularly the left ventricle—gives an ath- 
lete energy by pumping oxygenated blood 
into tired muscles more efficiently than a 
less-developed heart would; long arms act as 
speed-gaining levers for swimmers; long legs 
act as telescopic springs for high-jumpers. 
The result is that a marathon runner will 
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have a resting pulse rate of around 30 beats a 
minute, compared with, say, 72 for a non- 
athlete, who would simply not have the en- 
ergy to run 26 miles (42km) competitively. 

In other words, as the gambling meta- 
phor has it, there are horses for courses. Mar- 
athon runners are scrawny individuals, the 
bestof whom tell stories of running toschool 
in the highlands of East Africa (high altitude 
breeds lungs better able to supply red blood 
corpuscles). Jockeys are stunted feather- 
weights. Sprinters are muscular (mostly 
black) athletes with so-called “fast-twitch” 
muscles, Champion swimmers—think of 
Germany's Michael Gross at the Los Angeles 
Olympics in 1984—have a wingspan that 
would shame an albatross. 

Yet there are important exceptions. One 
of the smallest swimmers of recent years, 
America’s Janet Evans, won three gold med- 
als at the 1988 Olympics in Seoul and a gold 
and silver four years later in Barcelona. Rob- 
ert de Castella, the Australian winner of the 
1986 Boston marathon and twice Common- 
wealth gold medalist, was built like a guards- 
man. As for sprinting, one of the greatest in 
the women’s events in the past decade has 
been a slim Russian, Irina Privalova, while in 
the men’s events Frankie Freder- 
icks of Namibia cuts a decided- R 
ly unmuscular figureincom- _@ 
parison with rivals whose 
body shapes have ranged 
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from Linford Christie’s, all height, deep chest 
and chiselled muscle, to Donovan Bailey, 
Maurice Greene and Ato Boldon, all of them 
sochunky as to be almost bouncy. 

In any case, wise physiologists know 
their limits. Although Clyde Williams, the 
professor of sports science at Britain's Lough- 
borough University, maintains that all other 
things being equal, a heavy rowing crew will 
beat a lighter one, all other things are never 
equal. Mr Williams notes the significance of 
what he calls “sports psychology, even so- 
ciology”. Having the right ancestors is one el- 
ement in making an athlete successful, but 
even Mr Lomu would never have put on an 
All Blacks’ shirt without good training and 
peer pressure. Sprinters have “fast-twitch” 
muscles, which contract quickly but tire rap- 
idly; distance runners have “slow-twitch” 
muscles, which tire slowly. The trick for the 
successful runner is to train the muscles to 
adapt a little, so that a 10,000 metre runner 
can manage a sprint to the tape, or a sprinter 
can manage to run heats for 100 and 200 me- 
tresin a single day. 

Moreover Mr Williams, who maintains 
that lung capacity is not nearly as important 
as the ability of the heart muscle to pump 
blood at the right rate and volume, points 
out that the body is extraordinarily adapt- 
able. For example, the “plasticity of skeletal 
muscle” is such that in individuals with 
blocked blood vessels, the muscles will 

change to begin extracting more oxygen 
from the blood that does reach them. 
Apply that adaptability to a deter- 
mined sportsman and you get rugby's 
Neil Back or heavyweight boxing’s 
Evander Holyfield, who have both 
worked hard to add more muscle than 
their genetic heritage originally prom- 
ised. Apply the right training methods 
and the power of imitation and the 
successful runners then come in na- 
tional packs: Britain’s Sebastian Coe, 
Steve Ovett, Peter Elliott and Steve 
Cram dominated middle-distance 
running in the late 1970s and early 
1980s; then came the Moroccans, such as 
Said Aouita, Khalid Skah and now Hi- 
cham El-Guerrouj, fighting for suprema- 
cy with the Kenyans and Ethiopians. And 
if China’s women were able to dominate 
distance running in the late 1990s, why not, 
someday soon, China’s men? There must be 
something more to the success of such a va- 
ried group than their skeletal and muscular 
inheritance. 

But what of our second heretical notion, 
that the best sports are those where bigness 
is less rather than more important? Some 
Americans may shudder at the idea, since 
their version of football is no place for the 
undersized. Others may protest that the best 
running back of the moment is Terrell Davis 
of the Denver Broncos, a relative stripling of 
sft uin (1.80m)—and, it should be added, 
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210lb (95kg) of mostly muscle—and that 6ft 
2in (1.88m) Jerry Rice, the supreme wide re- 
ceiver of the San Francisco 49ers, is a willowy 
196lb (89kg). 

But the practice of American football al- 
lows physical contact off the ball in a way 
that rugby doesnot, and the resultis teams of 
Lomu-like giants in almost all positions. 
Linemen, the sport's biggest players, now av- 
erage an incredible 3041b (138kg). Even quar- 
terbacks, the sport’s strategists and leaders, 
are now big. Once nimbleness and throwing 
accuracy were all that was required. Today, 
quarterbacks have to be big as well as nimble 
just to survive. The Packers’ Brett Favre is 6ft 
2in (1.88m) and 220lb (100kg), the Broncos’ 
just-retired John Elway is 6ft 3in (1.91m) and 
215lb (98kg). 

Americans may protest, too, that while 
height matters in basketball, so does sheer 
athleticism. When the San Antonio Spurs 
beat the New York Knicks in the 1999 NBA fi- 
nals, the key to their success was the way Da- 
vid Robinson and Tim Duncan, both over 7ft 
(213m), blocked the Knicks’ shots and 
grabbed rebounds—but the fact is that 
Messrs Robinson and Duncan can also 
move with the verve and co-ordination of 
much smaller men. Indeed, with a few statu- 
esque exceptions, the same is true of virtually 
all nga players: their greatness comes froma 
combination of height, power and ball-play- 
ing grace. 

Yet sport is about heroes and the attempt 
to emulate them, and so these protests cam- 
ouflage a sadness, namely that there is no 
point in the average-sized person even 
dreaming of success on a basketball court or 
an American football field. By contrast, most 
normal-sized people can spend their child- 
hoods nursing dreams of hitting a home 
run or scoring a goal worthy of Pele—hence 
our assertion that, in this democratic age, 
the best sports are those where freakish 
size or shape are not prerequisites for suc- 
cess. Athletics qualifies because its 
events cater for everyone: it may be 
concemed, as the Olympic motto 
puts it, with being the fastest, or 
the highest or the strongest, but 
its various categories mean 
that lean and hungry distance 
runners celebrate their talents in 
the same arena as thick-bellied hammer 
throwers; female gymnasts twirl their pu- 
bescent bodies through the air at the 
same time as squat Bulgarians lift three 
times their bodyweight. 

There is, however, one item that ath- 
letics crucially lacks: a ball. This is not to 
decry sports, such as sailing, which em- 
phasise brain-power and tactics (in 
ocean racing one leading helmsman was Sir 
Edward Heath, a pot-bellied former British 
prime minister), or motor-racing and skiing, 
with their mix of balance, courage and tech- 
nology. But surely the most complete sports- 
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man is the one whose movements—both of 
limb and of eye—are the most finely co-ordi- 
nated, and surely the best test of co-ordina- 
tion is the ability to hit a moving ball. 

By this definition, golf does not quite 
make it. There is, it is true, no greater test of 
temperament than a golf tournament, and 
any sport that can encompass at the top-lev- 
el players such as the athletic Tiger Woods, 
the plump Colin Montgomerie and the 
small lan Woosnam must be applauded for 
its catholicism. Indeed, golf surely proves 
our second heresy rather convincingly, as do 
billiards, pool and snooker (one overweight 
Canadian snooker player—truly proof that 
snooker is for all shapes and sizes—needed 
to drink enormous amounts of beer during 
matchplay in order to control a congenital 
hand tremor). 

But the virtues of golf and snooker, while 
making them sports for all-comers, are not 
complete. Since it will always be easier 
(whatever the tantrums of novice hackers) to 
hit a stationary ball than a moving one, one 
must look elsewhere for perfection. 

Soccer is an obvious candidate, with the 
demands that it makes on 
ball-skills, tactics, speed and 
endurance. So, too, baseball, 
field hockey and racket 





























sports such as tennis, squash and badmin- 
ton. But none of these sports is quite right. For 
all that they can be played by men and 
women of average shape and size, they do 
not demand the element of physical courage 
which in rugby—or for that matter Ameri- 
can football—can compensate for a lack of 
inches. 

So does rugby meet our definition of 
sporting perfection? Traditionally, it has ca- 
tered for all shapes and sizes—big prop for- 
wards, small and wiry scrum-halves, tall and 
elegant wing three-quarters. The trouble is 
that the tradition is under threat, not so 
much from giants such as Jonah Lomu as 
from an evolution of the rules that has made 
the sport as fast and furious as its cousin, rug- 
by league. The result is that while heights 
may still vary, the weight and speed of the 
players is converging. As Mr Williams says of 
one of his most talented countrymen, a 
Welsh fly-half called Arwel Thomas: “You 
wonder how long he'll survive in the game 
because of the body contact.” Indeed so. Mr 
Thomasis only sft 9in (1.75m)and some 144lb 
(65kg) and is no longer the national team’s 
first choice. Rival fly-halves may be just as 
short—but they pack at least another 2olb 
(9kg) of muscle on their frames. 

Allof which leaves only one sport tocon- 
firm the truth of our heresy while still testing 
the athlete to the limits of both physique and 
personality. The game is cricket, played to 
the highest level (and into middle age) by 

all shapes and sizes, and from Sri Lanka 
and South Africa, to England and Aus- 
tralia—indeed, almost anywhere that 
was once part of Britain’s long-lost 
empire. The ball is hard and comes off 
the pitch at speeds and angles deter- 
mined by the skill of the bowler and the 
state of the turf. When the bowler issomeone 
like Pakistan’s Shoaib Akhtar, the ball is also 
coming to the batsman at almost 1oomph 
(161kph). In other words, batsmen like Sachin 
Tendulkar have to react in a split second— 
and have to have the courage not simply to 
duck out of harm's way. Moreover, they may 
need to defy the bowlers for a day or more 
with only brief respite for meals and drinks. 

But Mr Akhtar is no giant, nor is Eng- 
land’s Darren Gough. Like the best batsmen, 
the best fast-bowlers are as much the pro- 
duct of technique as of physique. And yet it 
isnotonly fast-bowlers who win matches by 
swinging the ball through the air or angling it 
off its seam; there are also slow-bowlers, 

spinning the ball this way and that or de- 
ceiving the batsman with flight. 
So we will choose cricket as our para- 


¥ mount sport. Our only regret is that 


when America won its war of indepen- 
dence, it foolishly discarded its right to play a 
sport of such skill and temperament. Base- 
ball is indeed a great sport, but by compari- 
son with cricket itis, well, simple stuff. 
= 
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Dead men tell no tales 


HONG KONG 


Pirates were the first predators of global commerce. They are on the rise again, 
and a new, high-seas breed is organised, well-financed and ruthless 


E HAVE, perhaps, watched Errol 
W Flynn buckling his swash once too 

often, read too many comic-book 
versions of “Treasure Island”, gone to too 
many fancy-dress parties with eyepatches 
and stuffed parrots. Pirates seem delightfully 
colourful, though fairly innocuous, figures 
from the past, bit players in the pageant of 
history. But this kind of attitude infuriates 
the world’s shipowners. For them, and the 
crews who man their ships, piracy remains a 
serious, and bloody, business. And in Asia at 
least, it is on the rise again. 

Pirate attacks, usually against large ships, 
have doubled during the 1990s, to 200 a year. 
Last year, 67 crew members were killed, 66 of 
them in Asia. In the first nine months of this 
year, pirate attacks surged in Asian waters. 
Nearly three-quarters of all of the world’s pi- 
rate attacks now take place in the region. The 
waters around Indonesia alone accounted 
for a third of all attacks. 

It is important to distinguish between 
two forms of piracy. The more mundane 
kind takes place in inshore waters, perpetrat- 
ed by ill-organised gangs in speedboats, 
“rascals” as such hoodlums are called in Pa- 
pua New Guinea Their ranks include under- 
employed fishermen or idle roustabouts. 
These pirate attacks are usually opportunis- 
tic and ill-planned. They tend to take place 
where the concentrations of shipping are 
greatest, or where law enforcement is weak- 
est. Thousands of ships pass each month 
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through the Malacca Straits between Indo- 
nesia and Malaysia, or call at Singapore at the 
southern end of the straits. There is an ex- 
traordinary concentration of ships in the 
South China Sea along well-established 
shipping lanes to Hong Kong, Taiwan, South 
Korea and Japan. The ships, particularly at 
anchor, are easy prey for the armed gangs. 

Pirates, armed with guns or machetes, 
will kill even for paltry rewards such as 
mooring ropes or petty cash. That is why the 
crews of most shipping companies are un- 
der strict instructions to follow pirates’ or- 
ders to the letter. Says one captain: “We don't 
want a bunch of heroes putting lives at risk, 
all for the sake of $100 in the safe.” Officers of 
most shipping companies were once issued 
with a Colt 45 and a Winchester carbine. But 
these days guns on board are expressly for- 
bidden by almost all shipowners because 
they are reckoned to be more dangerous to 
the crew trying to use them than to the assail- 
ants. Moreover, says the captain, “it’s guns 
the rascals are after.” 

Typically, pirates approach at night, 
their high-speed boats too small to show up 
on the ship’s radar. They board from under 
the stern, out of sight of the bridge, by throw- 
ing a grapnel up to the rail and climbing up 
the rope. Attacks are usually too sudden for 
the crew to sound the alarm until the rob- 
bery is over. By then the pirates will have dis- 
appeared back into the night. 

Still, much can be done on board to deter 





pirate attacks, says Duncan Telfer, the fleet 
manager of the shipping arm of the Swire 
Group, a Hong Kong-based trading house.Of 
course, a sharp watch is essential. But many 
ships are also now bathed by floodlights 
while at anchor. Firehoses are made ready to 
repel boarders or are even kept spraying con- 
tinuously to deter them. Cardboard cutouts 
are even used by some shipowners to imitate 
crew silhouettes. 

For all that, the odds strongly favour at- 
tackers. At the least, they know, they are un- 
likely to be met with equal violence. But 
there are exceptions, and this makes the pi- 
rates nervous, and all the more prone to vio- 
lence. One of Mr Telfer’s ships swamped and 
sank an attackers’ boat a few years ago with 
its firehoses. An attack on another ship off 
Cebu resulted in a bloody end for the pirates 
when “chaps in dug-outs tried to steal moor- 
ing lines off the after-deck,” recalls the pas- 
senger manager of one shipping line. “The 
slight snag was that the Philippines coast- 
guard and customs happened to be on 
board, having boarded early in the approach 
to harbour. Having little todo, and with itchy 
trigger fingers on their semi-automatics, they 
took it upon themselves to blast a few of 
these poor souls out of the water. Bit of an ov- 
er-reaction, really. It rather put the Aussie 
passengers off their breakfast.” 

The mundane sort of piracy can be scary 
enough. But shipowners and their crews are 
becoming increasingly concerned about a 
relatively new, and far more sophisticated, 
sort of crime: the high-seas hijacking of ships 
and cargoes by well-organised, internation- 
al crime syndicates. Their actions, argues Ar- 
thur Bowring, director of the Hong Kong 
Shipowners Association, are nothing less 
than high-seas terrorism. 

Alarm bells began to ring last year with 
the case of the Petro Ranger, an oil tanker car- 
rying diesel and paraffin bound from Singa- 
pore for Vietnam. The fact that the crew were 
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threatened with extreme violence was rea- 
son enough for concern. But also alarming 
was the degree of organisation involved in 
the hijack, and the strong whiff of collusion, 
at least on Hainan island, the Chinese prov- 
ince where the ship ended up. 

The Petro Ranger was seized on April 
16th 1998 when a dozen heavily armed men 
in balaclavas boarded the ship froma speed- 
boat. Ken Blyth, the Australian captain, was 
ordered, with a machete at his throat, to tell 
his 20-strong crew to surrender. He was then 
strapped to the pilot’s chair, a machete at his 
throat and another at his groin. The gang’s 
leader told Mr Blyth he worked for a multi- 
national syndicate with bosses in Indonesia, 
Singapore, China and Hong Kong. 

After five days, two tankers came along- 
side the Petro Ranger and offloaded the car- 
goof fuel, worth about $3m. Mr Blyth and his 
crew thought their ordeal was over when a 
Chinese patrol boat boarded the tanker to 
check the ship's documents. In fact, Mr Blyth 
was kept for a further month by the authori- 
ties in Hainan, The ship's crew were accused 
of smuggling, while the Indonesian pirates 
were repatriated. Petroships, the Singapor- 
ean shipping line which owns the tanker, 
had to pay a hefty fee to the Chinese authori- 
ties to get its ship back. The cargo-owner nev- 
er recovered his property. 

Shipping-industry executives have tip- 
toed around the possibility of official Chi- 
nese involvement. However Alan Chan, the 
chairman of Petroships, has broken ranks, 
lambasting the behaviour of Chinese offi- 
cials as an “international scandal”. 

The latest case of high-seas piracy in- 
volved the Alondra Rainbow, seized on Oc- 
tober 22nd bya band of ten men armed with 
pistols and swords shortly after it left the 
port of Kuala Tanjung in Indonesia, bound 
for Miike in Japan. The Alondra Rainbow, a 
new ship of 9,000 tonnes deadweight, was 
carrying a cargo of aluminium ingots worth 
$8m-10m. Investigators suspect the hijacked 
ship and cargo made its way to mainland 
China. With myriad small ports and corrupt 
customs officials—despite a recent central- 
government crackdown—the mainland is 
the world’s biggest market for smuggled car- 
goes. The crew of two Japanese and 15 Filipi- 
nos were first tied up and blind-folded and 
then eventually dumped into a small inflat- 
able raft in which they drifted for 11 days be- 
fore being picked up by a Thai fishing vessel. 
The Indonesian pirates were apprehended 
on November 16th by the Indian navy after a 
high-speed chase off Goa. 

The case bears a striking resemblance to 
that of the Tenyu, a Panamanian-flagged 
bulk carrier that was also carrying alumi- 
nium ingots, to South Korea, when it disap- 
peared in the South China Sea in September 
1998. Thanks to the sleuthing of Hong Kong 
insurers, who alerted their contacts along the 
Chinese coast, the ship was eventually 
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found in the port of Zhangjiagang, up the 
Yangzi river. She had been repainted and re- 
named the Sanei 1, flagged in Honduras. Her 
cargo had gone. Unlike with the Alondra 
Rainbow, however, there has since been no 
trace of the original crew.of two South Kore- 
ans and 13Chinese. 

To widespread outrage in the shipping 
industry, the 16 Indonesians found on board 
the ship in Zhangjiagang were repatriated, 
even though at least two of them were identi- 
fied by the International Maritime Bureau, 
the group which represents international 










Like the pirates 
of yesterday, to- 
day's “rascals 
are well-armed 
and violent 


Who would fancy 
meeting him 

and his gang on 
a dark night far 
out at sea? 


shipping companies, as having taken partin 
a hijacking four years earlier of the Anna 
Sierra. The Chinese authorities claimed they 
could pin noevidence on the crew. However, 
one South Korean was extradited from Sin- 
gapore, tried and jailed in South Korea for 
selling aluminium that came from the ship’s 
cargo. In court, Lee Dong-Gul admitted he 
had bought the shipand cargo froma couple 
of Indonesians and, using forged docu- 
ments, had sold them toa Chinese company. 
But the copycat piracy of the Alondra Rain- 
bow this year suggests law enforcers have 
not got the mastermind behind such attacks. 

Other bloody acts have taken place of 
late in Asia. Last year the Cheung Son was 
seized just outside Hong Kong waters. The 
whole case is curious. The ship was carrying 
furnace slag, a near valueless cargo. Her hi- 
jackers are suspected by international au- 
thorities of having dumped the slag and tak- 
en on board exports of Chinese arms. The 23 
crewmen were gagged, shot, weighted and 
dumped overboard. Half-a-dozen of the 
corpses were brought up in the nets of Fujia- 
nese fishermen. In August 1999 Chinese po- 
lice claimed to have found the mainland 
mastermind, after supposedly chancing 
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upon photographs of the pirates partying on 
board the ship after the shooting spree. The 
Cheung Son has never been found. Curious- 
er and curiouser. 

It seems ridiculous that pirates can con- 
ceal the whereabouts of something as large 
as a ship. But, in fact, this is quite easily done. 
They start by painting over the name. And 
even if the original name is embossed on the 
ship’s bow or stern in raised steel, that is no 
great obstacle. Ships change their names all 
the time, as they are bought and sold. What 
counts are the registration papers. And sev- 
eral of the laxer “flag” states—classic exam- 
ples are Belize, Honduras and Panama—of- 
fer temporary registration of ownership 
with few questions asked. You need scarcely 
more than a fax machine and the fee money. 

This laxness, indeed, is the very reason 





for the existence of such registries, Plenty of 
shipowners, from tax-dodging dentists to 
drug-smuggling syndicates, use ships to 
launder money. Under pressure from gov- 
ernments and bigger shippers, shoddier flag 
states have improved their procedures. But, 
as Mr Telfer explains, “a lot of authorities 
faced with a dubious-looking ship in their 
port don’t care too much, or they can be in- 
duced not to care.” In the port of Zhangijia- 
gang, the renamed Tenyu was flying the 
Honduran flagand had forged papers. A cur- 
sory check with the Honduran authorities 
would have found that the Sanei 1 was not 
even registered. But Chinese investigators 
did not bother to take this simple step. 

Ships are only one, albeit valuable, target 
of high-seas piracy. Cargoes are usually 
worth more than the ship. The ownership of 
a cargo can, quite legitimately, change hands 
several times in transit. And the paperwork 
for cargoes has become easy to alter or forge. 
Once there was only one valid bill of lading, 
which was as valuable as the cargo itself. To- 
day innumerable duplicates swill about— 
for the shipping agents, consignees, owners, 
stevedores and customs authorities. A bit of 
Tippex and a copying machine is all that is 
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required to forge them. 

All the same, high-seas piracy requires 
organisation, sea-faring skill and daring. A 
deep knowledge of shipping and its move- 
ments is essential. Pirate syndicates need to 
find acompliant crew, with the proper travel 
documents. They need to know how to get 
fake documents for the hijacked ship. Most 
of all, they need buyers for the consignment. 
This is why mainland China is so often sus- 
pected as the destination for many stolen 
cargoes. The rule of law in China is weak, 
particularly along the southern coast, where 
smugglers work hand-in-glove with local 
customs and even the navy. There is also a 
huge Chinese market for “no-questions- 
asked” commodities. 

Four Asian syndicates, with mafia-style 
dons in Indonesia, the Philippines, Hong 


Kong and mainland China, are reckoned to 
have the right amount of transnational so- 
phistication to make money from high-seas 
piracy on a regular basis. One syndicate is 
thought to be headed by an Indonesian ty- 
coon who was one of former President Su- 
harto’s closest business pals. The same syn- 
dicates are almost certainly behind the surge 
in Indonesian and (especially) Chinese 
stowaways that have turned up in Canada 
and Australia over the past couple of years. 
Hijacking a ship on the high seas is not al- 
ways the easiest way to obtain a vessel in 
which to transport stolen cargoes. In Asia, 
the same syndicates are adept at buying old 
ships about to be sold for scrap. These are 
given fake registration papers and, like so 
many hijacked vessels, become “phantom” 
ships. They are then put out for charter, to 
carry rice, rubber, soda ash, aluminium in- 
gots or palm oil. The unsuspecting charterer, 
often drawn by attractive-sounding freight 
rates, next learns that the ship, shipowner 
and cargo have gone missing. Such ships 
change their name each time they leave port. 
In a good year, phantom ships can earn 
$40m-5om for their syndicates. It was reck- 
oned that phantom ships had been all-but- 
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stamped out by the investigative efforts of 
London insurers in the early 1980s. They 
have now come back witha vengeance. Noel 
Choong, the Kuala Lumpur director of the 
International Maritime Bureau, says that re- 
ports of phantom ships are rising fast, with a 
new case every three weeks or so. 

Faced with this rising tide of lawlessness, 
shipowners chafe at the reluctance of many 
governments to pursue cases that invariably 
cross national boundaries—often in an area 
like the South China Sea, where sovereignty 
is disputed by seven different countries. Mr 
Bowring, of the Hong Kong Shipowners As- 
sociation, says that fresh legal solutions are 
needed. First of all, domestic laws have to be 
strengthened—many countries in the region 
have no anti-piracy laws. It would be even 
better, argues Mr Bowring, if Asian nations 





used the provisions of the 1988 Rome con- 
vention on unlawful maritime acts to pros- 
ecute pirates. The convention was drawn up 
after the Achille Lauro cruise ship was hi- 


jacked by terrorists in the Mediterranean, 


but legal scholars reckon that piracy falls un- 
der the convention's provisions. In the re- 
gion, only Japan, China and Australia have 
so far signed the convention. None have yet 
used it for cases of piracy. 

Shipowners also suggest that the region's 
governments negotiate the right for navies to 
chase pirates across national boundaries: 
the so-called “right of hot pursuit”. So far, 
only Singapore and Indonesia have negotiat- 
ed limited rights. Some suggest that the 
American navy should be invited into terri- 
torial waters to combat piracy, a “live” exer- 
cise it mightrelish. At the very least,countries 
such as Indonesia should advertise which 
bits of their territorial waters at any time are 
patrolled and safe from pirates. No countries 
currently do this. 

To the layman, it seems extraordinary 
that merchant shipping’s system of paper- 
work—notably the bills of lading—is easy to 
abuse. Attempts are being made to go elec- 
tronic. The biggest shipping companies have 


invested huge sums in their own informa- 
tion-technology systems, allowing cargoes 
to be tracked around the world. An expen- 
sive project called Bolero, backed by banks, 
insurers and several shipping companies as 
well as the European Union, is being built to 
create electronic bill-of-lading systems, akin 
to banks’ international-payment systems. 
The International Maritime Organisation, a 
United Nations agency, is working on a draft 
law that would recognise valid electronic 
“signatures” on bills of lading. 

And yet many in the shipping industry 
remain sceptical that such a system will be 
effective, and its implementation is some 
years off. The cargoes being hijacked are not 
those of the easily-tracked container-ships, 
but of bulk commodities, and this business 
is highly fragmented, with thousands of 
small shipping firms moving cargoes to hun- 
dreds of small ports. Neither ports nor firms 
are highly computerised. 

Other high-tech solutions are often pro- 
posed: satellite-tracking facilities for in- 
stance. Many shipowners argue that such so- 
lutions are still prohibitively expensive. One 
cheaper solution, promoted by the Interna- 
tional Maritime Bureau, is a simple transmit- 
ter, concealed even from the captain and 
crew, that continually beams the ship's posi- 
tion. Ifa ship fails to radio in its daily report, 
owners can log on to the bureau’s website 
and at least establish where the ship is. The 
transmitter, which is known as ShipLoc, is 
slowly catching on. 

In the meantime less-welcome types are 
proposing to fill the enforcement vacuum. 
Two companies employing mercenaries, 
Marine Risk Management and Satellite Pro- 
tection Services, have recently offered ship- 
ping companies armed, rapid-response 
teams that could be dispatched by air to deal 
with pirates. Marine Risk Management has 
just established an office in Kuala Lumpur. 
Satellite Protection Services proposes sta- 
tioning 225 former Dutch marines in Subic 
Bay, each to earn $2,500 for every day of ac- 
tive duty. The Philippines government has 
yet to give the nod. But with its lax gun laws 
and its own failure to curb piracy, the gov- 
ernment is tempted to grant a home to this 
private army. 

The idea is not new. Perhaps the most 
notorious case of a private, armed vigilante 
force was the British ship Spec, used in 1846 
to protect convoys of Chinese merchantmen 
against the coast’s famous pirates. The cap- 
tain and itscrew ended up beingjailed them- 
selves by the British authorities for piracy. 
Given this history, most shipping executives 
react with horror to the idea of using merce- 
naries. “There is a fine line,” says Swire’s Mr 
Telfer, “between mercenaries and pirates.” 
And yet, unless governments do something, 
honest seafarers in Asian waters may be left 
with that unpalatable choice. 
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A farm would never become a reality 
Sor this family without the irrigation system; 


the irrigation system would never become a reality 
without electricity; 


electricity might never become a reality 
if not for the engineers of ABB. 











When electric current begins flowing into the coastal region 
of northern Peru, some of the local people may think it’s nothing short of 
Perhaps they won't be far wrong. 


a miracle. 


The Peruvian Energy Commission had been trying to bring power 
to this remote region for a long time. And they knew all too well the myriad problems 
inherent in a project of this magnitude. 
Fortunately, the local firm heading the project, ‘Aguaytia Energia del Peru SRL. 
found a company that could help provide an ingenious solution 
to this energy challenge: ABB. 
It's a solution that will utilize natural gas located east of the Andes 
The gas will be pumped from the fields, processed,then piped to a 155 megawatt power plant. 
Electricity from the plant will then be sent via a 400 kilometre power 
transmission line across the Andes to the coast. thereby supplying the area with the 
much needed energy from Peruvian resources. 
It’s the kind of solution only a team of dedicated individuals 
with multi-cultural perspectives, multi-disciplinary expertise and global 
and local orientation working together could create. 
And, if for one particular group of Peruvian farmers, 


ABB's ingenious engineering qualifies as a miracle, that’s OK with us. 





INGENUITY AT WORK 


Visit the ABB World Wide Web site at http://www.abb.com 
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of communism and apartheid. 

Even so, the globalisation of wine still 
has a long way to go. One big obstacle is the 
parochialism of consumers in wine-produc- 
ing countries. In France, one of the biggest 
consumers as well as producers of wine, im- 
ports command less than 5% of the market. 
“French people absolutely refuse to drink 
foreign wines,” says Francoise Brugiere, head 
of research at the Office National Interpro- 
fessionel des Vins in Paris, with a certain 
fierce pride. But a frustrated would-be im- 
porter puts it differently: “It’s no accident 
that Chauvin was a Frenchman.” 

To be fair to the French, they are not 
alone in their wine chauvinism, For exam- 
ple, around 90% of the wine drunk in Austra- 
lia is home-grown. At least the Australians 
can reasonably argue that most potential 
suppliers are half-way round the globe (al- 
though distance has proved no barrier to 
their own successful export drive), but Italy 
and Spain have similar figures. Of the major 
producing countries, only Germany and the 
United States are also significant importers. 
In Germany, this is largely because very little 
red or really dry white wine is produced at 
home. The Americans are very open to trade, 
and—as a nation of immigrants—perhaps 
less prejudiced about foreign wine. 

Despite the advent of a horde of new- 
world producers, some 70% of the world’s 
wines are still made and drunk in Western 
Europe, Anyone scanning the wine shelves 
-Of British supermarkets might well conclude 
„that Australia had joined the ranks of the big 
. producers, but they would be wrong: it ac- 
counts for only 2.3% of world production, 
less than Bordeaux alone. 

However, new-world producers are 
having a much bigger effect on the world 
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wine market than the production statistics 
would suggest. In the late 1980s around 85% 
of all the wine exported in the world came 
from just four West European countries— 
France, Italy, Portugal and Spain. By 1997 that 
figure had fallen to 72%, and has almost cer- 
tainly fallen below 70% since. New-world ex- 
ports have surged over the past decade; 
those from Chile are up over 400%, and those 
from Australia up 350%. 

The British market provides a particular- 
ly useful gauge of the state of competition, 
because Britain is the world’s biggest import- 
er of wine. It has noserious domestic produc- 
ers to favour, and has strong historical ties 
both to the traditional producers and to 
those of the new world. In this vital market, 
the traditional European producers are 
clearly struggling. Only six years ago, French, 
German and Italian wines between them ac- 
counted for around two-thirds of British 
consumption by both volume and value; 
now the figure has dropped below half, and 
is still heading down. 

New-world producers have well over a 
third of the British market. Australia leads 
the field with a share of over 15%, and Chile 
and South Africa have each leapt from 
around 1% of the market to about 6% in only 
six years (see chart 1). What is more, wines 
from Australia and New Zealand now com- 
mand higher average prices in Britain than 
wines from France, Italy or Spain—a consid- 
erable achievement in an industry where all 
producers are struggling to get into the fast- 
est-growing and most profitable niche of 
“premium” wines. 


New world, new ideas 


Most important of all, the influence of the 
new world goes well beyond market share 
and price. It is being felt most keenly in the 
techniques for making and marketing wine. 
Australia may have only a tiny share of the 
world’s wine output, but it produces 20% of 
the world’s scientific papers on viticulture 
and oenology. “Flying wine makers” from 
Australia and New Zealand are advising 


vineyards and winemakers in every corner 
of the world. 

Their impact is being felt even in Bor- 
deaux, the heart of the French wine industry. 
Vintex, one of Bordeaux’s leading négo- 
ciants (middlemen who buy wine from local 
producers and sell it on to retailers in France 
and abroad), relies heavily on wine makers 
from Australia and New Zealand to advise 
the vineyards it works with. Although some 
of the most revered wine makers in the 
world are Bordelais, Bill Blatch, the president 
of Vintex, thinks that outside the rarefied 
world of the very top producers, the Austra- 
lians and New Zealanders have the edge on 
professionalism and sensitivity to the tastes 
of foreign consumers. 

John Worontschak, an Australian wine 
maker who works in Bordeaux as well as 
with producers in places as diverse as Uru- 
guay, Italy, Mexico and Sussex, is blunt about 
why experts from his part of the world are 
now in such demand: “It’s because we're 
open to new ideas, and we're not full of pre- 
tentious bullshit.” Warming to his theme, he 
explains: “Too many people walk into some- 
where like Chateau Mouton Rothschild, 
swoon at the art collection and get an inferi- 
ority complex.” Flying wine makers like Mr 
Worontschak happily acknowldege that the 
top Bordeaux wines are “pinnacles of the in- 
dustry”. But they also insist that the key to 
making consistent, high-quality wine lies in 
the careful application of scientific methods 
and modern techniques. 

Who can argue with that? As it happens, 
quite alot of people, and not just French pro- 
ducers worried about market share. Some 
critics fear that the flying wine makers from 
the new world, and the spread of large wine 
companies, will gradually eradicate the div- 
ersity and sense of place that is wine's most 
distinctive selling point. The Jeremiahs fear 
the rise of a few homogenised styles of 
“world wines”—generic chardonnays and 
merlots—that could be produced almost 
anywhere. In the process, they say, wine will 
lose its magic, and ultimately its market. 
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Fragmentation and over-regulation are undermining the wine producers of 


the old world 


HE most striking thing about the wine 

shelves of the average supermarket is the 
sheer range and profusion of wines on offer. 
A bigsupermarket may providea choice of 15 
toothpastes and 30 beers, but sell hundreds 
of different wines made by a huge variety of 
producers. This proliferation reflects the 
highly fragmented nature of the wine indus- 
try. Even the world’s largest wine company 
in terms of volume (although not of rev- 


enue), California’s E&J Gallo, commands 
only just over 1% of world production. The 
fragmentation of the wine industry is most 
evident in the old world. Bordeaux, for ex- 
ample, has over 12,000 producers. Italy, by 
some counts, has over a million growers. 
They do things differently in the new 
world. In Australia just four companies 
dominate 80% of the wine market. In the Un- 
ited States the five biggest producers have 
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62% of the market, and in Chile the top five 
command 50%. 

Many wine enthusiasts are suspicious of 
big wine companies, or even horror-struck 
by them. Andrew Jefford, a British wine jour- 
nalist, complains that big Australian labels 
such as Jacob’s Creek and Nottage Hill are 
“becoming the equivalent of cans of lager; 
standardised, consistent, reliable, risk-free, 
challenge-free”. All this means that wine isin 
danger of becoming “increasingly industrial, 
increasingly monotonous”. Hugh Johnson, 
the doyen of British wine journalists, puts 
the same case, though with a more positive 
spin: “Why is wine so fascinating? Because 
there are so many different kinds, and every 
single one is different.” 

Much of the romance of wine derives 
from the idea of individual producers work- 
ing their own plots of land in their own idio- 
syncratic way. A variety of styles determined 
by country and region of origin, grower and 
grape variety keeps consumers interested. 
But domination of the wine industry by big 
companies need not inevitably stamp out 
diversity. Firms such as Australia’s South- 
corp, which produce wines right across the 
range, from top-quality (and top-dollar) to 
cheaper brands, have a vested interest in 
high quality and diversity. Their strategy is to 
get new consumers interested in the cheaper 
wines, then tempt them to trade up. 

Traditionalists assume that the growth 
in market share of large new global wine 
companies is simply a depressing reflection 
of their large marketing budgets and their 
ability to supply wine in the quantities de- 
manded by supermarkets. But there is an- 
other, more encouraging explanation: that 
companies such as Southcorp and Beringer 
in the United States are doing well because 
they are making good, consistent, keenly 
priced wine, carefully tailored to consumers’ 
tastes. By contrast, the West European model 
of wine making is much more geared to the 
needs of producers. Traditional producers 
there tend to make wine more or less as they 
always have done, and then try to sell the 
end-product, often with the help of subsi- 
dies from the European Union. 

The new-world companies may seem 
rather more prosaic than a Burgundian 
smallholder, but they are also more likely to 
be able to invest in technology and innova- 
tion. That allows them to produce a range of 
wine styles and ensure consistency. They 
aim to win the trust of consumers by main- 
taining the same quality, case after case. In 
that, nature is on their side: most of them op- 
erate in predictable climates that produce 
consistent harvests, so they suffer much less 
from the ups and downs of good and bad 
years, and there is little need to consulta vin- 
tage chart. 

Back in the old world, wine buffs like to 
joke that it costs £200 ($320) to enjoy a great 
bottle of Burgundy—£20 for the good one, 
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CHRISTIIAS SURVEY WINE: 


mate+Aspect=Mystique, but in public he 
used the word terroir, which sounded 
earthy and natural, and had the additional 
advantage that few people really knew what 
it meant but they all felt they had to pretend 
they did.” 


and £180 for the nine others that were not so 
good. Wild fluctuations in the quality of vin- 
tages, regions and even neighbouring pro- 
ducers is a noted, indeed celebrated aspect 
of wine culture in Western Europe. Many en- 
thusiasts enjoy the search for the perfect bot- 
tle or the obscure producer, and accept that 
variability is part of the natural order of 
things, Certainly the weather in France's 
most famous areas—Burgundy, Bordeaux 


and Champagne—is much less predictable 
than in Australia or South Africa. But incon- 
sistency also has man-made causes. Coun- 
tries with a plethora of small producers and 
antiquated regulations find it harder to em- 
brace new ideas and invest in technology, to 
control quality and to spread best practice. 
Ina recent lecture Michael Paul, the head 
of European operations for Southcorp, con- 
jured up an imaginary region with a frag- 
mented industry that sounded remarkably 
similar to many parts of Westem Europe. Mr 
Paul's fictitious region had managed to over- 
come its inherent disadvantages by virtue of 
a strategy dreamed up by a marketing ge- 
nius. This involved popularising the idea 
that wine was the product of the soil, the mi- 
croclimate and the aspect of the vineyard 
rather than the wine maker. The punchline 
of the advertising campaign was “Only God 
knows what's in this bottle”, which Mr Paul 
suggested could be read less reverently as 
“God alone knows what's in this bottle”. The 
fictional marketing man’s code name for the 
project was “scam, an acronym of Soil+Cli- 


Too many rules 


Mr Paul was speaking with his tongue firmly 
in his cheek. But in poking fun at the French 
notion of terroir, he was taking on one of the 
most cherished notions in European wine 
making: that particular wine-producing re- 
gions and plots have their own distinct char- 
acteristics, reflecting the soil and the climate, 
which must be protected at all costs. 

The need to protect regional identity has 
produced a plethora of wine laws, epito- 
mised by France’s appellation contrôlée (lit- 
erally, “controlled name”) legislation, which 
has its counterparts in all the big wine-pro- 
ducing countries of Europe, including Spain, 
Germany and Italy. Appellation contrôlée 
regulations cover a whole host of variables, 
including the kinds of grapes that can be 
used in a particular regional blend, the way 
they are picked, the way the vines are plant- 
ed, the strength of alcoholic content, and the 
kind of information that can be put on a 
wine label. Only those who comply with all 
these rules are allowed to call their product 
an AC wine. : 

The ideas behind the ac laws are simple, 
and laudable. They are to ensure that con- 
sumers know what they are getting, and to 
protect the good name and distinctive char- 
acter of famous wine regions. If America had 
regulations of this sort, they would prevent 
big companies there such as the Wine Group 
and Canandaigua from sticking question- 
able labels such as “cabernet sauvignon with 
natural flavours” on their bottles, a practice 
that is currently causing controversy. The = 
companies are exploiting a legal loophole in- 
their country that allows them to name the 
grape variety on the label without necessar- 
ily putting much of it in the bottle, and with- 
out specifying what the “natural flavours” 
are (they are widely believed to be mainly al- 
cohol and quite a lot of water). It may not 
make a great drink, but it keeps costs down. 

The rise of cheap wines with deceptive 
labels is driving some observers of the Amer- 
ican wine industry to despair. Jon Fredrik- 
son, the leading authority on industry 
trends, says the practice started a couple of 
years ago, and may spread over the next six 
months to perhaps 20% of the table wine 
coming from California. He calls it “a cancer. 
spreading throughout the industry”. The one 
consolation is that the damage to the inter- 
national reputation of the Californian wine - 
industry will be limited because these pro- 


ducts are essentially unexportable, certainly < 


to Europe. “They might try Paraguay,” muses 
Mr Fredrikson. Canandaigua’s people argue 
that they are actually doing the wine indus- 
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try a favour by making something that new 
consumers seem to like. Mr Fredrikson says 
they are misleading their customers by giv- 
ing them less grape and more water. 

The Europeans will see the row as a vin- 
dication of their strict rules on what can be 
put into wine and how it can be labelled. 
And so it is, up to a point. The trouble is that 
the ac laws in Europe are now much too 
strict, and are having some unfortunate side- 
effects. In France, where the first ac regula- 
tions were drawn up in the inter-war period, 
revising them has proved fiendishly hard 
because entrenched interests resist change. 
As a result, many French regions are unable 
to adapt to changing technology or consum- 
er preferences. In varying degrees, the same 
goes for other European countries, where 
similar rules apply. The amounts that partic- 
ular regions can produce are set centrally. So 
even if demand for Burgundy is buoyant, the 
scope for expanding output is strictly limit- 
ed. Conversely, if demand slumps, the re- 
gion cannot make different sorts of wine, be- 
cause the kinds of grapes that can be grown 
in any region are determined by the ac rules. 

The regulations reach deep into methods 
of production. For example, they limit the al- 
cohol content of sauvignon blanc from Bor- 
deaux to a maximum of 12.5%. This year, 
however, good weather has helped to pro- 
duce a particularly powerful and fruity crop 
of sauvignon blanc grapes. If they were pro- 
cessed in the usual way, the natural alcohol 
content of the resulting wine would be over 
the 12.5% limit. The wine might well be deli- 
cious, butit would be illegal. So local produc- 
ers will either have to break the law, or delib- 
erately water down their wine. 


Taste it and see 


Other problems centre on irrigation (not per- 
mitted in France), the use of oak chips to fla- 
vour AC wine (ditto), and experiments with 
non-traditional kinds of grapes in ac wines 
(ditto). There were good reasons to outlaw ir- 
rigation in the 1930s, since over-irrigated 
vines could produce bloated and watery 
grapes. But with modern drip techniques, 
which can carefully regulate the amount of 
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water getting to the vines, this can be avoid- 
ed. Producers in the new world, who do use 
irrigation, have much more control over 
when their fruit ripens. 

The use of oak is another bone of conten- 
tion. It has long been known that ageing 
wine in oak barrels can add extra flavour. 
These days, no tour of a fancy new winery is 
complete without an inspection of the 
proud owner's new French oak barrels. But 
there is a cheaper way of getting that oaky 
taste: by simply dumping a load of oak chips 
into the steel barrel where the wine is fer- 
menting. Even the most adventurous Austra- 
lian technologist will acknowledge that the 
results are not as good as for wine aged in 
oak barrels. However, this cheaper method 
can be used to produce a less costly wine 
with its own respectable place in the market. 
Not in Europe, though, where the practice re- 
mains illegal. 

Lastly, there is the vexed question of 
what kinds of grapes can be used. The ac 
laws dictate that a regional wine in Europe 
can contain only certain specified grapes. 
Red Burgundy is based on pinot noir, red 
Bordeaux on cabernet sauvignon and mer- 
lot. It would be illegal for a Bordeaux produc- 
er to produce an ac wine based on pinot 
noir or on syrah (shiraz), a popular grape in 
the Rhône and in Australia. 

But this well-intentioned effort to pro- 
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wines has acted as a brake on innovation, ex- 
perimentation and a proper response to 
changing consumer tastes. If a Bordeaux pro- 
ducer wanted to cash in on the craze for 
chardonnay wine, he would not be able to 
retain the ac label, which is Bordeaux’s 
stamp of approval. And if a producer any- 
where in Europe wanted to cash in on the 
consumer demand for varietal labelling 
stimulated by new-world producers—who 
usually specify the type of grape prominent- 
ly on the front label—strictly speaking he 
would find himself up against the law, be- 
cause Europeans are allowed to specify the 
grape only on the back label. 

These restrictions have caused some bi- 
zarre contortions in the European wine in- 
dustry. The regulations for basic table wine 
(vino da tavola in Italy, vin du pays in 
France) are not so strict, because such wines 
are thought to have less of a name to protect. 
This has meant that ambitious or innovative 
producers in Europe now often make their 
best or best-selling wines as ostensibly plain 
vin du pays. French producers in the Lan- 
guedoc in southern France, keen to produce 
varietal wines for the world market, now of- 
ten present them as vin du pays—in formal 
terms the lowest grade of wine from one of 
France’s least prestigious areas. Similarly, 
many of the new breed of “super-Tuscan” 
wines which have helped to restore Italy's 
reputation for making top-quality wines 
have had to be sold as vino da tavola. Inge- 
nious solutions have also been found for get- 
ting around the labelling restrictions. Some 
of the back labels of ac wines—where the 
rules allow grape variety to be specified— 
have become inordinately large and colour- 
ful. Since wine bottles are round, who is to 
say whether the consumer will look at the 
back or the front label first? Such dodges are 
a tribute to human ingenuity, but they also 
demonstrate the way in which the European 
wine industry is handicapped in its compe- 
tition with the new world. 

All this seems to suggest that Europe 
should relax its wine laws to allow its indus- 
try to take full advantage of modern technol- 
ogy, and to meet changing consumer tastes. 
But an articulate case for the status quo is put 
by Paul Pontallier, the chief wine maker at 
Chateau Margaux in Bordeaux—one of the 
revered top five “first growths”. 

Mr Pontallier argues that the ac laws 
have not prevented technological advance, 
and points proudly to the computerised 
grape-crusher employed during the 1999 
harvest at Margaux. But he advises caution. 
Experimentation that might be perfectly val- 
id in California or Australia, he says, is not 
appropriate in a much older wine culture 
such as France’s. In his view, the Australians 
and the Americans, with only 30 years of se- 
rious wine making behind them, are still 
feeling their way, trying out which grapes 
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work best in which regions, and what prac- 
tices in the vineyard are most appropriate in 
a particular setting. 

France, by contrast, has been experi- 
menting for centuries to arrive at best prac- 
tice. According to Mr Pontallier, that tradi- 
tion deserves to be codified and protected. 
He underlines his point with a political anal- 
ogy tailored to British ears. “People ask the 
British why they are so reluctant to change 
their political system, to respond to new de- 
velopments in Europe. Their response is that 
they have a system which has evolved over 
centuries and which has delivered success 
and stability. It’s the same here in Bordeaux.” 

History will judge Britain’s attitude to 


The price puzzle 


Europe. The market is already delivering its 
verdict on France’s attitude to wine mak- 
ing—anditis far from straightforward. At the 
bottom end of the market, the big wine-pro- 
ducing countries drink their own, and Brit- 
ain, the biggest wine importer, gets its plonk 
from a variety of sources, including Eastern 
Europe, the eu and Latin America. In the 
mid-price category, the Europeans have al- 
ready had to cede dominance to the Austra- 
lians in Britain. But at the very top—where 
the Mr Pontalliers of this world operate—the 
old world still reigns supreme. In the big auc- 
tion houses on both sides of the Atlantic, al- 
mostall the most highly prized trophy wines 
still come from France. 


eee | 


Ridiculously expensive wines serve a serious purpose 


RNEST GALLO, the 91-year-old patriarch 

of the eponymous American wine com- 
pany, tells a story about his early days of sell- 
ing wine, just after Prohibition had been lift- 
ed. On visiting a buyer in New York, he 
offered him two samples of the same red 
wine. The man tasted the first glass, asked its 
price, and was told it was five cents a bottle. 
He tried the second sample, asked the price, 
and was told it was ten cents a bottle. “Till take 
the ten-cent one,” said the buyer. 

Mr Gallo’s discovery is all too familiar to 
modern wine auctioneers. High prices for 
wine can often generate demand rather than 
act asa deterrent. For buyers who want tobe- 
lieve that they are drinking the world’s finest 
wines, the more expensive a wine becomes, 
the more desirable it gets. This phenomenon 
accounts for the rise of trophy wines—main- 
ly the top Bordeaux and Burgundies, which 
can now fetch hundreds, even thousands of 
dollars a bottle (see table 4). 

For people with more money than they 
know what todo with, buying wine is a high- 
ly effective way of getting rid of it. In Japan in 





the bubble years of the late 1980s, there was a 
fashion for consuming vast quantities of 
pink Dom Pérignon champagne (which 
more or less coincided with a fashion for 
putting gold leaf on to food). When South- 
East Asia was still flying high in the 
mid-1990s, people there developed a craze 
for the finest red wines of France. By 1997, ac- 
cording to Lindsey Hamilton of Farr Vint- 
ners, a fine-wine dealer in London, over 40% 
of his clients were Asian. Serena Sutcliffe, the 
chief wine auctioneer at Sotheby's, reckons 
that around a third of her buyers at that time 
came from Asia. 

Because many of these buyers were rela- 
tively new to wines, they concentrated on a 
few famous names. The 1855 classification of 
wines from the Médoc region in Bordeaux 
had placed four châteaux at the very pinna- 
cle: Lafite, Margaux, Latour and Haut-Brion. 
Mouton-Rothschild managed to get itself 
added to the top rank in 1973. This gave a con- 
venient structure to the wine market. “For a 
while the big five were the only things to be 
seen drinking,” says Mr Hamilton. Some Bor- 

















deaux wines from the Pomerol district were 
informally added to the big five—including 
Pétrus, which is probably the most consis- 
tently expensive wine in the world, and Le 
Pin,a relative newcomer that is much sought 
after precisely because itis scarce. 

As prices for the top wines spiralled, ma- 
ny traditional wine buyers found them- 
selves unable to keep up with the market, or 
balked at paying what they felt were absurd 
prices. In 1997 Jancis Robinson wrote in 
“Confessions of a Wine Lover” (Penguin): 


The difference in price between the world’s most 
expensive and cheapest wines has widened to 
such an extent (ironically, ata time when the gapin 
quality is probably narrower than it hasever been) 
that Ishall probably never feel able to buy the seri- 
ously sought-after wines again. Farewell first 
growths, grand crus, Penfolds Grange, top Italians 
and the rest. 

Traditional wine buyers were soshocked 
by the sudden Asian-inspired hike in prices 
that scurrilous stories began to circulate 
about the drinking habits of the new bon vi- 
veurs from Taiwan, Thailand, Hong Kong, 
Singapore and Shanghai. Some Chinese 
businessmen, it was alleged, had taken to 
mixing Pétrus with Sprite or Coca-Cola to 
make it more palatable. But Mr Hamilton 
sticks up for his Asian clients: “Many of these 
people have tasted far more fine wine than 
any number of western experts. They are 
very knowledgeable and passionate buy- 
ers.” He adds, reasonably enough, that al- 
though his European clients may grouse, 
“Nobody has an inherited right to drink 
first-growth claret.” 

But off the record, another buyer is will- 
ing to confirm the Sprite-with-Pétrus story: 
“Yes, I’ve seen it done,” he says, “and I had to 
leave the room.” He also recounts the unor- 
thodox drinking habits of some Chinese 
buyers, who were just transferring their loy- 
alties from cognac to fine wine. “Before a 
banquet in Hong Kong, I was taken aside and 
warned that at the end of the meal we would 
be expected to fill our glasses to the brim and 
down them in one.” 

The top wine sellers are perfectly pre- 





nes (price per bottle, $) 
Recent vintage 





THE ECONOMIST DECEMBER ITH 1999 


_ Chateau Pétrus (1982) = = ooo. 
y Domaine de ée Conti (1985) 
y. ORC Montrachet (1996) ` 





| Hermitage La Chapelle Jaboulet (1997) 
Dom Perignon Rosé (1990) 











HAT ? 
WINE CHRISTAMAS SURVEY 





pared toswallow their misgivings along with 
their wine because Asian buyers have done 
so much to drive up prices. Although prices 
for the top wines fell back by as much as 50% 
after the Asian crisis of 1997, they have now 
almost returned to their pre-slump peaks. 
There are still plenty of rich buyers in Asia. 
The morning your correspondent visited Mr 
Hamilton, he had just sold an 1849 bottle of 
Chateau d’Yquem for over £6,000 ($9,600) to 
a buyer from Singapore. 

The boom in the American stockmarket, 
meanwhile, has led to a big hike in prices in 
the United States. The American market is a 
good place to study the two main factors that 
determine the price of the very top wines: 
scarcity, and what might be called the Rob- 
ert Parker factor. Certainly sheer rarity can 
drive buyers wild with excitement, even 
though drinking a very old wine is always a 
gamble. After 150 years in the bottle, it may 
taste pretty peculiar. 


Pile it low, sell it dear 


The latest trick in America is to create artifi- 
cial scarcities by producing trophy wines in 
ludicrously small quantities. This involves 
making a tiny batch of wine, preferably em- 
ploying a high-profile wine maker, and then 
holding a tasting for a few influential critics. 
Some wine guru—perhaps Mr Parker, or 
someone writing in the Wine Spectator mag- 
azine—will heap extravagant praise on the 
wine. The producer will not do anything so 
vulgar as selling the wine through shops. He 
will make it available only by subscription, 
and allow only a lucky few on the waiting 
list. All this is usually enough to generate a 
frenzy of demand for a cult wine such as 
“Screaming Eagle” from the Napa valley, of 
which only around 5,000 bottles a year are 
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made, and which has been known to sell for 
$4,600 a bottle at charity auctions. 

The scarcity factor has also helped to 
drive up the prices of some cult Bordeaux 
wines such as Le Pin. Their makers are some- 
times referred to as the garagistes, because 
the quantities are so tiny that some of these 
wines literally start life in a garage rather 
than in a chateau. Scarcity is also built into 
the best Burgundy wines, because inheri- 
tance laws have so fractured the Burgundy 
estates that the best-known wines—such as 
Domaine de la Romanée-Conti—are made 
in very small volumes. 

The reason the top champagnes are not 
stratospherically expensive is that they are 
not scarce enough. Even vintage Dom Périg- 
non is made in reasonable quantities. How- 
ever, if no scarcity exists, it can always be 
created. Moët & Chandon has produced a 
special millennium champagne called “Es- 
prit de Siècle”, made up of a blend of all the 
vintage champagnes Moét has made this 
century. There will be a total of only about 
320 magnums of this stuff, which are expect- 
ed to sell for around $20,000 a go. One of 
them has already gone for rather more than 
that at an auction in Taiwan. 

The verdict of wine critics is also crucial 
to the commercial fortunes of the top wines. 
Pre-eminent among these is America’s Rob- 
ert Parker, whose innovation has been to rate 
wines out of a hundred, rather than confine 
himself to the traditional wine critics’ airy 
generalities (sample: “Rich full toffee fla- 
vours, a wine which will develop further’). 

Mr Parker has generated controversy for 
two main reasons: his power and his meth- 
od. His power over prices, particularly for en 
primeur wines (those which have just been 
made, but will probably not be drunk for 


several years), is undisputed. A good Parker 
rating—which generally means over 90— 
will all but determine the prices demanded 
by chateaux and wine merchants. Shops, 
particularly in America, often stick Parker 
ratings next to the bottles on their shelves. 
Wine waiters at prestigious Paris restaurants 
have been bemused to find diners whipping 
out tiny computers and calling up the Parker 
ratings on their screens as they study the 
wine list. One wine merchant, asked if he 
can think of any other person who exercises 
such power overa market, pauses for a while 
and then says, “Alan Greenspan”. 

To be fair, it is hardly Mr Parker's fault if 
his reputation has become so potent that it 
shapes prices. Others are always free to join 
the ratings game, and arguably the Wine 
Spectator is now almost as influential in set- 
ting prices as Mr Parker. 

The idea of giving wines numerical 
scores is trickier. Defenders of the Parker 
method say that it empowers consumers 
and prevents prestigious producers from 
pulling the wool over drinkers’ eyes. Even 
the Margauxs and Lafites of this world pro- 
duce quite ordinary wines in some years. 
Parker ratings allow drinkers to pick the 
good and avoid the bad years, and may also 
guide them to newer producers they might 
not otherwise have considered. 


Tasting by numbers 


Critics of the Parker method say that it as- 
cribes a spurious exactitude to an essentially 
subjective experience, and may reflect some 
of his own preferences. Within the wine 
trade, Mr Parker is widely thought to favour 
certain styles of wines. Some in Bordeaux, for 
example, reckon that he is too impressed by 
powerful, fruity wines, and less keen on 
what they regard as more austere and subtle 
wines. To cater to his preferences, they com- 
plain, chateau owners are actually changing 
the styles of the wines they make, in the 
hope of getting Parker points. Interestingly, 
however, his detractors in California attack 
him from the opposite direction. “Bob Parker 
has an East Coast palate,” complains one 
stalwart of the Californian industry, suggest- 
ing that Mr Parker prefers the less powerful 
Bordeaux wines to the in-your-face new- 
world style. 

Leaving aside Mr Parker's precise tastes, 
some wine buffs object to the very idea of 
drinkers mechanically following someone 
else’s ratings. Britain’s Jancis Robinson, al- 
though personally friendly with Mr Parker, 
muses that she would be unhappy to find 
the British wine public transformed into 
“zombies buying what someone else tells 
them to.” 

Yet there may be good reasons why peo- 
ple want to be told what to buy. Could it be 
that telling the difference between a great 
wine and a merely decent one is actually 
rather difficult? Could it be that a wine cost- 
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ing hundreds of dollars is often not obvious- 

-ly superior to one costing $30-40? If the dif- 
ferences are not apparent to the average 
palate, but some people really want to spend 
huge sums on individual bottles, there may 
be.a need for some sort of classification to 
create a hierarchy of prices. Parker points es- 
tablish one such price ladder; artificially 
created scarcity another. Indeed, the original 
1855 classification of Bordeaux wines, al- 
though not intended for that purpose, has 
ended up filling the same need. 

It may seem heresy to suggest that the 
price differentials between wines do not ac- 
curately reflect objective quality, but many 
people in the business would readily agree. 
Allan Sichel, one of Bordeaux’s leading négo- 
tiants, puts it bluntly: “There is almost no 
correlation between price and quality.” This 
may sound like sour grapes from a man 
whose family seat, Chateau d’Angludet, 
missed out on the 1855 classification, and was 
therefore underpriced for many years. But 
there is also some academic backing for the 
view that prices of top wines do not neces- 
sarily reflect their quality. 

In an article in the Economic Journal*, 
the authors compared the results of blind 
tastings of Médoc wines with the 1855 classi- 
fication of 60 wines into five tiers. They 
found that the rankings established in the 
19th century differed significantly from the 
ratings that the panel of tasters awarded to 
the wines; yet prices remained closely corre- 
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brand's the thing 


lated with the historic rankings. In other 
words, the match between “quality” (as per- 
ceived by present-day tasters) and price was 
far from perfect. 

The absurdities and distortions of the 
top end of the wine market can make even 
professionals in the field startlingly cynical. 
One leading figure in the Californian wine 
industry (and possessor of the coveted title 
of Master of Wine, awarded only to people 
who pass rigorous tasting examinations) 
suddenly tosses a bombshell into a conver- 
sation about varietal wines: “Actually, these 
differences that everybody makes so much 
of are pretty tiny. My first rule of wine is that 
basically it all tastes the same, so you might 
as well just buy the cheapest.” 

That sounds like a pleasingly nihilistic 
response, but even the man who said it does 
not really believe it. More importantly, nor 
does the average wine drinker. For even 
those innocents who have never heard of ei- 
ther Parker or Pétrus—and for whom a bottle 
of wine is simply something you drink with 
dinner—show a marked inclination to trade 
up (of which more later). This is the one and 
only trend that seems to hold true across the 
world: sales of mid-priced wines are going 
up, whereas those of cheaper and lower- 
quality wines are shrinking. 


Estimation of a Hedonic Price Equation for Bordeaux 
Wine: Does Quality Matter?”. Pierre Combris, Sebastien Le- 
cog and Michael Visser. Economic Journal, March 1997. 
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How to please producers, retailers and consumers alike 


F GOING upmarket was all it took, life 
would be relatively simple for the world’s 
wine companies. The trouble is that every- 
one has the same idea. In the fast-growing, 
high-margin “premium” price bracket of ov- 
er $7 a bottle, a host of producers are chasing 
those elusive consumers who want some- 
thing a bit better. For wine producers and re- 
tailers, it is vital to know what makes 
shoppers take one bottle off a super- 
market shelf in preference to another. | 
Once they have decided notsimplyto | 
buy the cheapest, three main factors | 
seem to guide their hand: country of | 
origin; variety of grape; and brand. 
The image of a country seems to | 
make a big difference to sales. For ex- 
ample, Australian wine sales in Brit- | 
ain, still advancing at over 30% a year, 
have undoubtedly benefited from the | 
positive image their country of origin | 
enjoys there. Many producers have ee 
carefully devised names and packag- |= 
ing that emphasise the wines’ Austra- 1-7; 





lian character. One brand, Barramun- o A 
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di, which is now among the 20 top-selling 
winesin Britain, was created after a series of 
Australian-sounding names were tried out 
on focus groups. The labels feature colourful 
paintings of sunny Australian scenes. For 
many consumer products, this kind of mar- 
keting would be considered standard. For 
wine, it is little short of revolutionary. 
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Different countries appeal to different 
nationalities. The Australians are not finding 
it nearly so easy to promote “brand Austra- 
lia” in Germany, which traditionally looks to 
neighbours such as France and Italy. South 
African wines are doing particularly well in 
the Netherlands, because of the two coun- 
tries’ historical links and because the names 
sound familiar to the Dutch. Italian wines 
have always sold well in the United States 
because of the large number of Italian- 
Americans. Sales of French wines all over the 
world, and particularly in Asia, have basked 
in the reflected glory of Bordeaux’s and Bur- 
gundy’s greatest, even if the actual wine be- 
ing sold was something much more modest. 

Conversely, ifa country is politically un- 
popular, its wines can become unsellable. 
Few products advertise their national origins 
quite so visibly, and can so easily be pro- 
cured from another source. During the 
apartheid era, the wines of South Africa were 
all but unexportable. The same was true of 
Chilean wines during the Pinochet regime. 
And when the French staged nuclear tests in 
the Pacific, they found their wine sales plum- 
meting in eco-conscious Scandinavia. 

































































The pleasures of variety 


Reassuringly, the taste and style of a coun- 
try’s wines also seem to matter. People might 
buy an Australian wine once because they 
like the country, but they will not buy it 
again if they do not like the taste. Australian 
wines as a whole have benefited from con- 
sumers’ perception that they are generally 
fruity, powerful, easy to drink and consis- 
tent. The wines may even gradually change 
the country’s image abroad, by displacing 
stereotyped ideas about macho beer drink- 
ers. Conversely, the German wine industry 
has suffered badly because it produces 
mainly white wines that are often on the 
sweet side, at a time when consumer tastes 
have been changing to drier and red. wines. 
The initial German response to this pro- : 
blem—to cut prices sharply—only exacer- ` 
bated the problem because, unfairly, it tend- 
ed to typecast all German wines as cheap ` 
and nasty. ; 
The next reason for buying a: 
wine—a preference for the grape vari- 
ety—is relatively new. The practice of 
putting the grape variety on the wine. 
| label was pioneered in California, and 
| has spread throughout the new world. 
| Wines such as Australian chardon- | 
| nay,Chilean merlot and New Zealand ` 
| sauvignon blanc have become the sta- 
| ples of the mid-range buyer. 
| The beauty of varietal labelling is 
thatit gives theconsumer some way of 
sorting through the confusing array of 
wines on a crowded shelf. It gives.a 
rough guide to taste. Merlot is smooth- 
er and fruitier than cabernet sauvig- _ 
non; chardonnay is rich-tasting and 
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crisper; and soon. 

Some wine buffs cast doubt on the value 
of varietal labelling. They point out that 
most of the finest wines from Bordeaux are 
blends of different grape varieties. In wine 
making, as in cooking, a blend of different 
tastes can often be more successful than a 
dish based on one ingredient. And even 
wines made from a single grape variety can 
taste very different, depending on where 
and how they are produced. French Chablis 
is made from the chardonnay grape, but usu- 
ally tastes drier and more acidic than a Cali- 
fornian or Australian chardonnay. 

These are all valid objections, but they do 
notdetract from the usefulness of varietal la- 
belling as a rough-and-ready guide to the 
taste of a wine. Even French wine makers are 
increasingly resorting to it. Labels on vin du 
pays from the Languedoc, in particular, now 
often deliberately ape those of new-world 
wines, giving prominence to the grape vari- 
ety (see illustration) and using non-tradition- 
al anglophone names and gaudy pictures. 

But just when varietal labelling appears 
to be sweeping all before it, some new-world 
producers are beginning to have doubts 
about it. They are worried that as more and 
more newcomers enter the market, prices 
will be dragged down. As one Australian 
producer puts it, “If it’s all just chardonnay, 
why pay more for an Australian chardonnay 
than for one from Chile or Bulgaria?” 

In the struggle to differentiate their pro- 
ducts, wine producers are following two 
main routes: labelling by region, and brand- 
ing. Giving the country of origin, of course, is 
a form of regional identification. But for a 
keen consumer, to be told that a wine is 
“French” is never going to be enough. He will 
want to know which part of France the wine 
has.come from, and where exactly in that re- 
gion, down to the particular chateau or 
` grower. 

Many of the new-world wine producers 

reckon that consumers of premium wines 
will increasingly expect them to provide the 
`- same sort of information. In some ways, this 
goes against the grain. New-worlders have 
“long regarded their ability to separate the 
< sourcing of grapes and the making of wine as 
astrength. Bordeaux might find its vineyards 
< and chateaux a marketing asset, but to be 
tied to making wine grown in a particular 
spot also spells vulnerability to poor weath- 
-erand bad years. 
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highly perfumed; pinot grigio is lighter and 


The new world, by contrast, has prided 
itself on the consistency of its wines. A spot 
of bad weather in the Coonawarra? No pro- 
blem, just truck in some grapes from the Ad- 
elaide Hills. The French or German idea that 
outstanding wine has to be made from 
grapes from one spot—-where the sun catch- 
es the vineyard at the best possible angle, the 
rain comes at the right moment and the soil 
gives it a unique character—is certainly ques- 
tionable. Grange, the greatest of Australian 
wines, takes the best Shiraz grapes from a 
variety of vineyards. Nor are any of the great 
champagnes—Krug, Dom Pérignon, Gosset 
and the like—based on single vineyards. 

But as a marketing device, the 
sense of place and mystique im- 
parted by a chateau and its very 
own vineyards is hard to beat, par- 
ticularly for the very top wines. 
Wine writers drool over the “steep, 
rocky, terraced vineyards” of the 
Rhone, or the “mountainous shoul- 
ders of slate, minutely dotted with 
vines” of the Moselle valley. New- 
world producers are getting the 
message. They are now moving to- 
wards designations of place and re- 
gion along European lines to try to 
give their wines more of an identity, 
in the hope of keeping prices up. 
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Australia is drawing up boundaries to 
define celebrated regions such as the Barossa 
valley and the Margaret River area. In Cali- 
fornia, growers in the Napa valley know that 
their region’s name is worth a huge mark-up 
on the bottle price (see chart 5). And even 
within regions like the Napa, some produc- 
ers are trying to buy up more vineyards so 
they can truthfully claim that the name of 
the producer on the label corresponds not 
just with a region, but with a particular 
patch of ground. Jean-Michel Valette, who 
runs the Napa’s Franciscan Estates, explains: 
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“Right now most consumers don’t really care 
what vineyard. the grapes came from. Our 
bet is that in ten years’ time, they are going to 
carea lot.” 

It is possible, of course, that only readers 
of wine magazines and consumers of top- 
price wines will ever really care a lot about 
provenance by vineyard. When the Mond- 
avi company recently ran out of grapes for 
its Woodbridge Californian chardonnay, it 
thought long and hard before deciding to 
buy grapes from the south of France. The 
company feared that its customers would 
not accept a French Woodbridge. In the 
event, they barely noticed. The lesson was 
clear: when wine com- 
panies want to target the 
consumer who is not a 
wine buff, but is pre- 
pared to pay a reason- 
able amount for a decent 
bottle, branded wines 
are the answer. 


Just like Coca-Cola 


The world of wine has 
famous names, but it 
does not yet have real 
global brands. There is no 
vinous equivalent of Co- 
ca-Cola or Gordon’s Gin 
or Johnny Walker. There 
are celebrated and usual- 
ly very expensive wines 
that are available in most 
countries of the world, 
but there is no popular, 
consistent wine that can 
be found on supermarket shelves around 
the globe. 

Thank heavens for that, say many wine 
buffs, who rejoice in the diversity of the in- 
dustry. But they are wrong to look down on 
the idea of branded wines. A proper brand 
can offer consumers of wine the same bene- 
fits it gives consumers in other areas—a start- 
ing point for beginners, consistency, reliabil- 
ity, and some sort of guarantee that they will 
get what they are paying for. Brands also of- 
fer psychological props that marketing pro- 
fessionals can put to good use, persuading 
consumers that they could be the sort of 
dare-devil who likes Bacardi, or who is dis- 
cerning enough to wear Gucci shoes. Sophis- 
ticated wine buffs may turn up their noses at 
the idea of branded wines, but they, too, are 
susceptible to marketing devices such as arti- 
ficial scarcities. 

For the companies, creating a branded 
wine has other obvious attractions—the 
prospect of creating customer loyalty, and 
hence higher sales volumes and profit mar- 
gins. In some markets, particularly America 
and Britain, powerful wine brands already 
exist. From the viewpoint of the brand- 
builders, the trouble is that they have yet to 
go global. Australia’s Jacob’s Creek is big in 
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Britain, but has not so far made much of a 
dent in America. Chile’s Concha y Torro has 
achieved a huge success in the United States, 
butis much less visible in Britain. “Creating a 
truly global wine brand is the holy grail of the 
business,” says Gilles Cambournac of Per- 
nod Ricard, which owns Jacob's Creek. 

Builders of world wine brands can try a 
number of techniques. Having a famous 
name to which to attach your wine is a huge 
help. It is probably no coincidence that the 
most successful international wine brand 
(apart from champagnes) to come out of 
France is Mouton Cadet, which is linked to 
the illustrious name of Mouton Rothschild. 
The entrepreneurial Rothschilds are now 
also using the family name on a group of va- 
rietal wines from the Languedoc region. 

A similar ploy has been used by Pen- 
folds, the flagship of Australia’s Southcorp. 
The company owns the famous Grange, 
which is meant to bathe the company’s 
humbler products in reflected glory. The 
hope, too, is that somebody buying a cheap- 
er Penfolds wine—and liking it—will be en- 
couraged to keep trading up through the 
range. The Mondavi family has been playing 
around nervously with a similar idea. For a 
while it had been progressively reducing the 
size of the founder’s name on the cheaper 
Woodbridge range, for fear that these rela- 
tively humdrum products would detract 
from the reputation of their top wines, 
which sell for over $100 a bottle. But now it 
seems to be putting its faith in the “halo ef- 
fect” of its grander offerings, and is planning 
to put a little silhouette of the firm’s boss, 
Robert Mondavi, on all the company’s main 
products. 

It is much harder to build a brand from 
the bottom up, starting with relatively 
humble stuff and then trying to con- 
vince consumers that you can also 
make top-of-the-range wines. Ja- 
cob’s Creek is currently trying to 
perform this trick by releas- 
ing a range of more expen- 
sive “limited reserve” 
wines, which it hopes 
will attract favourable 
notices from wine critics 
and shows. Gallo’s newer 
range of higher-priced wines is 
meant to propel it in the same direc- 
tion. Given the resources Gallo has be- 
hind it, it would be foolish to bet against a 
transformation in the company’s image. 

But the more upmarket you move, the 
subtler your marketing efforts need to be. 
Wine companies seem to agree that televi- 
sion advertising might help to shift large 
quantities of inexpensive wine. For example, 
a Bulgarian wine, Domaine Boyar, is current- 
ly being promoted with an unprecedented 
£2m television-advertising campaign in Brit- 
ain. But consumers of more expensive wines 
need quite a different treatment. They are 
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more “aspirational” (if you want to be kind), 
or snobbish (if you are feeling harsh). Mi- 
chael Paul of Southcorp reckons that above 
a certain price level, say £5 in Britain, mass 
advertising is actually counterproductive 
because it can make your product seem less 
exclusive. 

That does not mean that expensive 
wines are not being energetically promoted; 


just that the preferred method tends to be 


lavish publicity stunts rather than advertis- 
ing. Earlier this year, for example, the 
champagne house of Veuve Cliquot 
hired the Palace of Versailles for a 
banquet for 600 customers and 
celebrities, including some de- 
scendants of the Sun King. 
And the Leeuwin Estate, 
an upmarket Westem 
Australian producer, 
likes to publicise its “art 
series” wines by flying in 
top orchestras such as the 
London Philharmonic for cele- 
bratory concerts. 
Posh champagne houses such as 
Veuve Cliquot would not want to dwell 
on it, but they are in fact the very model of 
successful wine branding, Their products 
are made in sufficient volume to be widely 
available, even in supermarkets, but their 
image remains alluring enough to persuade 
consumers that they are worth a premium 
price. “Real champagne” is always likely to 
cost more than an excellent sparkling wine 
from California or Australia, and not neces- 
sarily because the quality is better. 
Champagne companies such as LVMH 









have been able tocreate powerful brands be- 
cause they have the volume of production, 
the distribution channels and the marketing 
budgets to create and maintain a brand. Still- 
wine companies trying to follow their exam- 
ple are faced with a chicken-and-egg pro- 
blem. Because the market for still wine is so 
fragmented, generating the revenues and 
production volumes needed to support a 
brand is a difficult feat. But in the absence of 
strong brands, the market is likely to remain 
fragmented. 

This vicious circle might spin on for a 
while, were it not for a powerful force push- 
ing the market for still wine in the direction 
of branded products: the rise of supermarket 
sales. In America, 45% of wine is now sold in 
supermarkets rather than specialist stores, 
up from 25% in 1987. In the Netherlands and 
Britain, the supermarkets now have over 
60% of the wine market. 

The switch to supermarket buying helps 
branded wines. Alone in front of a crowded 
shelf, shoppers are likely to gravitate to a 
wine they have heard of—a brand. The su- 
permarkets themselves also like branded 
wines, which make for high-volume sales. 
Of course they want to havea few distinctive 
offerings to give their shops individuality 
and character, but what they really need is 
suppliers who can provide large volumes to 
go into stores right across a country. That is 
an argument for branded wines supplied by 
big companies. So whether you look at it 
from the producer's, the retailer’s or the con- 
sumer’s point of view, the age of the wine 
brand seems to be nigh. 
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The disappearing drinker 


Consumers in traditional wine-drinking countries are downing much less of 
the stuff than they used to. Can yuppies elsewhere fill the gap? 


KY-HIGH prices at auctions, a move up- 

market by existing wine drinkers, ever 
more heavily stocked wine shelves in the su- 
permarket, and the arrival of avid new con- 
sumers from Asia: the casual observer may 
well conclude that these are boom times in 
the wine world. Unfortunately, the casual 
observer would be wrong—or at least, only 
half right. The big cloud over the world’s 
vineyards is that since 1982 the world’s con- 
sumption of wine has fallen by a quarter. 

The explanation is simple. In the big pro- 
ducing and consuming countries of Western 
Europe, regular wine consumption has be- 
come less and less of a daily habit. Wine con- 
sumption in both France and Italy has 
halved in the past 30 years (see chart 6, next 
page). The tradition of factory and farm 
workers having a glass of wine with lunch 
and dinner every day is fading into the past. 
Not only is wine consumption falling, it is 
also losing favour with the young. Rome is 
now full of Irish pubs, and the bars of Paris 
are thronged with young people drinking 
Scotch or imported beers. Official French fig- 
ures show that the average age of “regular 
consumers” of wine in France (defined as 
people who drink at least a glass every day) 
has risen to over 55, compared with only 35a 
generation ago. 

Almost exactly the opposite is happen- 
ing in countries where wine is not part of his- 
tory and tradition. In Britain and Scandina- 
via, wine drinking is “aspirational” and 
trendy. But even though consumption there 





has trebled over the past 30 years, this cannot 
make up for the drop in consumption in the 
traditional wine countries. Even now, the 
French and the Italians still drink around 60 
litres of wine per head per year, compared 
with 15 litres in Britain. 

And outside Europe? America, as a wine- 
producing country, might be expected to be 
a big consumer too, but that would be reck- 
oning without the legacy of Prohibition, 
which has made it extremely difficult to pro- 
mote and sell wine across the country. Thir- 
ty-five states in the Union have some sort of 
restriction on inter-state sales of wine. The 
“Just Say No to Drugs and Alcohol” cam- 
paign in the 1980s did the wine industry no 
favours: American wine consumption, 
which had been climbing steadily in the 
19708 and 1980s, fell off sharply. Children at 
American schools still often have to attend 
compulsory classes warning them off alco- 
hol. Neo-prohibitionists are now trying to 
outlaw direct wine sales via the Internet, 
conjuring up visions of teenage rampages 
fuelled by cases of Californian Zinfandel. 
“It's got to the stage where parents are embar- 
rassed to have a glass of wine in front of their 
kids,” laments Jon Fredrikson, a wine-indus- 
try analyst. 


A glass a day keeps the doctor away 

But a ray of hope for America’s wine indus- 
try appeared in 1991, in the form of the 
“French paradox”. This was the discovery 
that despite their foie-gras-scoffing, Gau- 





loise-smoking lifestyle, the French live longer 
and suffer less heart disease than the Ameri- 
cans. A popular television programme 
linked greater longevity in France to the ben- 
eficial effect on the heart of regular con- 
sumption of red wine. The effect was dra- 
matic: the following year red-wine sales in 
America went up by nearly half. They have 
kept growing ever since, but the rate of in- 
crease has now slowed to 1-2% a year, and 
wine consumption remains below the level 
of the mid-1980s. Some 80% of American 
households still do not own a corkscrew. 

There is a popular argument in Ameri¢a 
that the next great advance for wine drinkifig 
must involve demystifying the stuff and tak- 
ing away its snobbish connotations. This 
may be politically correct, but it is not neces- 
sarily true. Indeed, the recent success of fruit- 
flavoured wines—chardonnay with peach 
flavours, merlot with blackberry and soon— 
points in the opposite direction. 

Richard Sands, the boss of Canandaigua, 
the company that pioneered these products, 
says that according to his company’s re- 
search, people were attracted to the idea of 
drinking wine and liked its image; they just 
did not like the taste. So his company came 
up with a fruit-flavoured product called Ar- 
bor Mist, packaged and named like a high- 
quality varietal wine, but without that nasty 
wine taste. Ithas been a runaway success; Ar- 
bor Mist and its imitators now command 
around 5% of America’s wine market. Unlike 
Canandaigua’s watered-down jug wines 
with their obscure “natural flavours”, the Ar- 
bor Mists have drawn the grudging admira- 
tion of the wine trade. At least they do not 
pretend to be something they are not; and 
they bring in new wine drinkers. 

A combination of health concerns and 
fashion have also helped to fuel an extraor- 
dinary wine boom in Japan, where con- 
sumption trebled between 1995 and 1998. 
The wine-drinking craze gathered so much 
momentum that in 1998 Japan became the 
largest export market by value for wines 
from both Bordeaux and California. A devel- 
oping interest in western culture, a fashion 
among women for drinking wine, and a de- 
cline in business entertainment which has 
stimulated consumption of wine at home 
have all played a part, but perhaps the big- 
gest booster has been the publicity about the 
positive health effects of wine consumption. 

Whether the craze will last is another 
question. One French producer claims the 
Japanese ambassador had told him that sa- 
rarimen were “drinking a glass of claret at 
breakfast, along with their vitamin pills—I 
doubt that can be sustainable.” Breakfast 
aside, red wine and Japanese food are not a 
natural match at lunch or dinner either. But 
consumption seems to be holding up for 
now, so Japan remains a great hope for the 
world’s wine makers. 

More generally, the wine industry draws 
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comfort from the knowledge that although 
people are drinking less, they are drinking 
better. Across the world, there is a trend to- 
wards buying better-quality wines. In France 
this year, for the first time ever, over 50% of 
the wine consumed wasappellation contrô- 
lée rather than the rougher peasant wines, 
which are made locally and often sold loose, 
pumped into plastic containers brought by 


A rum business 





customers. In America, sales of wine costing 
more than $7 a bottle are growing at 11-15% a 
year, whereas sales of wine costing less than 
$3. bottle are falling. In Australia the market 
for wines selling at A$i5 ($9.50) is growing 
three times as fast as that for A$10 wines. Ter- 
ry Davies, the chairman of Mildara Blass, 
one of Australia’s big four wine companies, 
explains: “The whole thing is being driven by 
the growing affluence and knowledge of the 
baby-boomers.” 

For wine producers, the message is clear: 
the best place to be is at the upper end of the 
market, where growth is fastest and margins 
are fattest. In America, wines selling at more 
than $7 still account for just 22% of sales by 
volume, but almost 50% of revenues. Com- 
panies that have made their fortunes by sell- 
ing cheap wines in large volumes are scram- 
bling to go upmarket. In recent years Gallo, 
easily the world’s largest wine company by 
volume, has launched a range of premium 
wines under the names “Gallo of Sonoma” 
and “Turning Leaf”. It is also quietly taking its 
name off the cheap high-volume jug wines 
on which it built its fortunes. 


What wine companies must do to stay liquid 


INE is not an easy business in which: 

to make a living. A plethora of produc- 
ers and fragmented international markets 
make it well-nigh impossible for a company 
to establish a dominant international posi- 
tion. Worse, wine is an agricultural crop, sub- 
ject to the vagaries of the weather and to the 
boom-and-bust cycles that are the bane of 
farmers everywhere. One senior manager at 
a wine company recalls the five tests of a 
good business to be in, set outsome years ago 
by Michael Porter, a management guru: the 
business should have high barriers to entry 
and few obvious substitute products, com- 
panies should not have to rely heavily on in- 
dividual suppliers or buyers, and should not 
suffer from too much competition in the in- 
dustry. “Wine doesn't meet any of them,” he 
notes gloomily. 

Another manager complains that stock- 
brokers following the publicly listed wine 
companies “just can’t get their heads around 
the fact that we can’t guarantee supply. The 
idea that the weather might prevent us re- 
sponding to demand is too much for them.” 
Yet supply constraints are all too real. Jacob’s 
Creek, which was the breakthrough brand 
for Australia in Britain, suffered a setback in 
the mid-1990s because it did not have a large 
enough supply of grapes to keep up with a 
surge in demand. 

Big conglomerates that have tried their 
hand at wine have often retreated after a few 
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years, irritated by the low margins, the un- 
predictability of supply and the difficulty of 
building global brands. Coca-Cola entered 
the wine market in 1976 with great fanfare, at 
a time when American wine consumption 
was increasing steadily. Wine seemed to be a 
promising “beverage category”, so the com- 
pany invested heavily in stepping up supply 
and in professional marketing. But by the 
late 1980s, as the backlash against alcohol 
gathered pace in the United States, Coke had 
had enough, and left the wine business. Oth- 
er big companies, such as Nestlé, Philip Mor- 
ris and rjr Nabisco, also dabbled in wine in 
the 1980s, only to sell up at the end of the de- 
cade. A manager at one company with big 
wine interests jokes: “Two thousand years 
ago, Jesus achieved the first wine miracle by 
turning water into wine. We're still waiting 
for the second miracle, which is to turn wine 
into profit.” 

In terms of revenue, conglomerates such 
as Diageo and Seagram are among the big- 
gest wine companies in the world. But to the 
managers at head office looking at the bot- 
tom line, wine often seems a business with- 
out much allure. Seagram recently sold its 
most prominent champagne brands. Diageo 
retains a range of interests in wine—from a 
cheap and big-selling French brand, Le Piat 
d'Or, to a prestigious Californian estate, 
Beaulieu. But Jack Keenan, the boss of Unit- 
ed Distillers and Vintners, the drinks arm of 


Diageo, is fairly dismissive of the role of wine 
in his company’s strategy. This is not for lack 
of personal enthusiasm: Mr Keenan is an ea- 
ger bidder at vintage-wine auctions, and can 
hardly wait to whip out his personal tasting 
notes on great Bordeaux vintages. 































Dispiriting 
However, when he puts his business hat on, 
he becomes a pragmatist. Diageo will cer- 
tainly retain its interests in wine, he says, be- 
cause it wants to have a presence in all alco- 
holic drinks. “But as a company, if you're 
looking at whether to invest in spirits or 
wine, it’s got to be spirits every time.” Spirits 
have big international brands, which com- : 
mand higher sales and margins. than wine. 
can offer. But that is not the only. reason: 
When you ask non-experts to blind-taste _ 
cheap and expensive whiskies, says Mr Kee- 
nan, they almost invariably prefer the more 
expensive kinds. With wine, however, casual. 
consumers often prefer the taste of the | 
cheaper products. That makes it difficult to 
build a market for the grander wines. “Ihuge- 
ly admire what companies like Southcorp 
are doing,” says Mr Keenan, “but let me tell 
you: if they had a decent portfolio of spirits 
brands, they wouldn't be bothering.” ; 
This gloomy view of the profit potential 
of the wine business appears to be shared by 
venture capitalists outside the industry. Lew- 
is Perdue, a self-appointed prophet of doom 
for the Californian wine industry, recounts 
ina recent book* how he was snubbed when 
he tried to raise venture capital to put his 
wine-business publication on the web: 


Everywhere I turned, in every venture-capital 
boardroom, I heard an identical refrain: ‘The in- 
dustry’s too small; the tiny growth potential is not: 
worth the risk; returns are too small; your marketis 
shrinking.” I started seeing the wine industry 
through their cold, cruel spectacles. Some of them 
had netted in a year more than the combined pro- 
fits of the entire [American] wine industry. 


In 1998 the Californian wine industry < 
had sales of $13 billion. To put that in per- 
spective, in the same year the net revenues of 
Hewlett Packard, a high-technology compa- 
ny, were $47 billion. In a smaller economy,’ 
even with a more rapidly expanding wine in- 
dustry—say Australia—the amounts are also 
relatively puny. Last year Australia’s wine in- 
dustry produced revenues equivalent to less 
than 1% of the country’s GDP. 

But there are more positive ways of look- 
ing at the industry. Take tvmu, the biggest 
company in the business in terms of wine 
revenues. It is no coincidence that LVMH is a 
luxury-goods conglomerate—the tv stands 
for Louis Vuitton, purveyor of expensive lug- 
gage adored by Japanese tourists, the mu for 
Moët Hennessy, respectively champagne _ 
and cognac brands. ivmH has shown thatin 
champagne—where the great bulk of its wine 


*The Wrath of Grapes”, by Lewis Perdue, Spike, 1999. 
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interests lie—it is possible to build global 
brands that bring in high revenues. Krug 
champagne and Chateau D’Yquem, recently 
gobbled up by tvmu, are luxury goods, just 
like other parts of the tvmu collection, such 
as Dior clothing, Tag Heuer watches and Fen- 
di handbags. 

Bonnie Tonneson, who follows the wine 
industry at Hambrecht and Quist, an invest- 
ment bank in San Francisco, says that the 
proper way to look at wine is as part of the 
luxury-goods business, rather than as a 
branch of the drinks industry. The market 
for expensive wine, she points out, is ex- 
panding—even if total consumption of wine 
is static or falling. And the buyers of expen- 
sive wine are exactly the kinds of consumers 
whom other luxury-goods industries are ea- 
gerly pursuing: middle-aged, affluent, inter- 
ested in travel and the arts. 

Ms Tonneson sees a parallel between ba- 


106 


“the rankings i in this chart may have changed ji in ‘the past year. in particular, Canandaigua and Southcorp: 





f 
i 
| 
i 
H 
l 
| 
i 
| 
Jacob's Creek (Australia). tong Mountain | 
3 
{ 
{ 
f 





by-boomers’ willingness to splash out on an 
expensive coffee at somewhere like Star- 
bucks, and their interest in buying expensive 
wines with some sort of “story” behind 
them. Indeed the parallels between coffee 
and wine are telling. In a study of the interna- 
tional wine tradet published in 1995, Pierre 
Spahni argued that 
distinctions between wines are often overdone for 
marketing purposes or sheer snobbery. Coffee, for 
instance, reveals striking differences in quality and 
taste--owing much to the same factors imparting 
character to the wines—yet it is only marketed un- 
der a handful of varieties and a few powerful 
brand names. 


Yet since then the marketing of coffee 
has become more like the marketing of wine, 
as producers struggle to persuade consumers 


“The International Wine Trade” by Pierre Spahni. Wood- 
head Publishing, 1995. Second edition due shortly, 


to pay more for a brand that tastes better, 
and is often linked to a particular place, re- 
gion or even grower. 

This sort of marketing is now spreading 
to other foodstuffs. A recent article about ol- 
ive oil in a food magazine published by Wai- 
trose, a British supermarket chain, would 
have a familiar ring to readers of the wine 
press: “Ten years ago, olive oil meant Italian. 
Now it could well come from California or 
Queensland.” The article also said that “sin- 
gle-estate and single varietal olive oils are 
much dearer but worth every penny.” 

Certainly not all companies with signifi- 
cant interests in beer or spirits turn up their 
noses at wine. In 1996 Foster's, an Australian 
brewer, bought Mildara Blass, one of the big 
four Australian wine companies. According 
to Terry Davies, who runs Mildara Blass, they 
saw a growth potential in the premium wine 
market which the beer market lacked. And 
indeed, last year wine contributed some 25% 
of the Foster’s group’s total profits, a share 
that looks set to grow. Other Australian wine 
companies are also doing well and finding 
favour with the stockmarket. The share price 
of sri Hardy has quadrupled in the past five 
years. Southcorp’s share price has more than 
doubled over the past three years. 

Indeed, whatis striking abouta list of the 
world’s largest wine companies recently 
compiled by Rabobank, a Dutch investment 
bank (see table 7), is the disproportionately 
large presence of Australian and American 
companies, given the relatively small share 
of world wine production which those two 
countries hold. Of the top 20, six companies 
are American, five are French, and three each 
are German and Australian. One of the 
French companies, Pernod Ricard, has an 
Australian flavour as well, because its largest 
wine interest by far is the Orlando winery in 
Australia’s Barossa valley. 

Pernod’s international expansion is a 
sign of the way things are going in the wine 
business. Nearly all the most ambitious com- 
panies are setting up businesses or buying 
wineries in producing countries across the 
world. For example, ivm} has expanded 
from its base in champagne to set up spar- 
kling-wine businesses in California (Do- 
maine Chandon) and Australia (Green 
Point). The company also produces still and 
sparkling wine in Brazil, Argentina and 
Spain. Bordeaux’s Mouton Rothschild 
moved long ago to establish a niche at the 
topend of the Californian market, via a joint 
venture with Robert Mondavi, to produce a 
wine called Opus One. Last year Rothschilds 
started a joint venture in Chile with Concho 
y Torro, Chile's largest wine company. 

The big American and Australian firms 
have also diversified abroad. Gallo now pro- 
duces wine in Italy under the Ecco Domani 
label. Canandaigua, America’s second-larg- 
est wine company, has interests in Chile and 
recently bought Britain’s biggest importer of 
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wine boxes. ari Hardy has joint ventures in 
Chile, France and Italy, and Southcorp has 
operations in California, southern France 
and Argentina. 

At the moment, Latin America and the 
Languedoc region in France seem to be the 
hot investment destinations. In the past de- 
cade four of the big Californian companies, 
Mondavi, Kendall-Jackson, Beringer and 
Franciscan, have opened up in Chile, and in 
the past couple of years there has been a rush 
of new investment into Argentina, from 
neighbouring Chile as well as from France, 
Australia and the United States. Both Latin 
America and the Languedoc are in one sense 
“virgin territory”, for although they have 
been producing wine for centuries, they are 
relative newcomers to the export market. 

This is where international wine compa- 
nies come in. They know how to produce 
wines that appeal to consumers in a variety 
of countries, and have the connections to in- 
ternational distribution networks. For for- 
eign producers, the Languedoc’s historically 
humble place in the French wine industry's 
pecking order is a positive advantage. It 
means they are less hamstrung by the appel- 
lation contrôlée laws, and freer to experi- 
ment with new grape varieties and. packag- 
ing under the more flexible regulations 
governing vins du pays. The Languedoc also 
has a further attraction for companies that 
have to report to shareholders. Its climate is 
hotter and more predictable than that of 
Bordeaux or Burgundy, so there is much less 
likelihood of bad weather wrecking harvests 
and causing fluctuations in supply. 


Not invented here 


In wine, as in most areas of business, foreign 
investment and joint ventures can be haz- 
ardous. Many foreign companies have had 
problems in the Languedoc, mainly because 
of a clash of business cultures, but also be- 
cause of the structure of the local wine indus- 
try, which is based on grower co-operatives. 
Mondavi is still struggling to upgrade the 
Languedoc wines sold under its Vichon la- 
bel. Southcorp, having run into difficulties 
with its first partner in the Languedoc, has 
now teamed up with James Herrick, an Aus- 
tralian who has successfully produced Lan- 
guedoc wines under his own name. 

Yet despite the difficulties, cross-border 
investment by wine companies is likely to 
intensify. One reason is that people are patri- 
otic about buying wine: if you want to sell to 
the French or the Italians, you will do better if 
you can offer them a French or an Italian 
wine. But foreign investment also allows 
companies to expand their sales in markets 
where they are already well established. Mi- 
chael Paul of Southcorp explains the logic: 
“Even if things continue to go really well on 
the export front, Australian wines are un- 
likely to command more than 20% of any 
major European market. So we can either be 


SHE ROONOMIST DECEMBER 187TH.1999 


CHRISTIAS SURVEY WINE 


absent from 80% of the market, or we can 
have wines from other parts of the world on 
our list.” The hope is that even if a consumer 
buys French rather than Australian, he may 
still end up buying a Southcorp wine. Pernod 
Ricard is pursuing the same strategy; its big- 
gest brand is Jacob’s Creek from Australia, 
but the firm also has South African, Argen- 
tinian and French interests. 

Having a range of international brands 
also makes it easier to deal with the big su- 
permarket chains. The Pernod Ricards and 
Southcorps know that buyers for big super- 
markets would rather deal with a few big in- 
ternational companies that can sell them a 
range of wines and provide guarantees of 
supply and quality, rather than with a raft of 
small producers from all over the world. 

As international companies make in- 


Glug, glug, glut 


Globalisation of the world wine business may lead to a wine glut. If things go 


badly, that could trigger a trade war 


HEN wine-company bosses want 

to cheer themselves up, they tell 
themselves that they are not pro- 
ducing an agricultural commod- 
ity, nor a traditional beverage— 
no, they are in the business of 
making a highly desirable 
branded consumer good. 
There is some truth in that. A 
bottle of Mouton Rothschild 
contains far more added value than 
a bagel, or even a frappuccino. 

But the global wine industry may 
soon be getting a nasty reminder that it still 
has at least one foot in the old boom-and- 
bust world of agricultural commodities. A 
huge quantity of grapes from new plantings 
is about to hit the world market. This is likely 
to be good news for consumers, who will 
have a wider choice of high-quality wines 
available at considerably lower prices. But it 
will cause anxious times for producers as 
they try to avoid being sucked into price 
wars. Their most likely strategy is to work 
even harder to establish branded wines that 
stand out. 

The battle among wine-producing coun- 
tries will also intensify. The old-world pro- 
ducers in Europe will come under intense 
pressure from the confident and well-organ- 
ised wine companies of the new world. And 
the new-world producers in Australia, New 
Zealand and the United States will find 
themselves cast in the role of the new estab- 
lishment, trying to fend off familiar competi- 
tors from South Africa, Argentina and East- 
ern Europe, and new ones from Armenia, 
Georgia, Brazil and Mexico. 

Some people in the wine industry are 


roads into the historically fragmented wine 
industry, further consolidation is in pros- 
pect. The next big move is likely to be the de- 
velopment of much closer links between 
California’s and Australia’s big firms. Com- 
panies such as Beringer, Mondavi, South- 
corp and srt Hardy have been circling each 
other fairly conspicuously in recent months. 

One reason for international consolida- 
tion is the logic of the market, with both re- 
tailers and consumers showing increasing 
interest in branded wines. But there are also 
twogloomier reasons. The first is the threat of 
a global wine glut, which could put more 
pressure on prices. The second is the looming 
fear of producers in the new world, particu- 
larly in Australia, that their success in Euro- 
pean markets may prompt the European 
Union to put up barriers against their wines. 


NEESS 


still reluctant to accept that 
there may soon be a global 
over-supply of grapes. After 
all, in the pastcouple of years 
the problem has been un- 
der-supply: big brands 
such as Woodbridge and 
Jacob's Creek found that 
they did not have enough 
grapes to meet the demand 
for their wines. But all thatis 
about to change. Wherever 
you look, there seems to be a pleth- 
ora of high-quality grapes about to 
come to market. 

The European Union has maintained 
a structural surplus of grapes for decades, 
thanks to the complex web of price supports 
and subsidies spun by the common agricul- 
tural policy. For much of that time the Euro- 
pean surplus has made little difference to the 
battle for the more expensive end of the wine 
market, because most of what the EU was 
producing was “peasant wine”—rough stuff 
made from unfashionable grapes—that was 
often bought up and distilled into industrial 
alcohol. 

In recent years, however, the emphasis <; 
of eu policy has changed. A lot of money is. 
now being spent on upgrading existing vine- 
yards rather than buying in low-quality 
wine or paying for vines to be pulled up. For 
example, a vast replanting and upgrading 
programme is under way in La Mancha, a 
wine-growing region south of Madrid witha. 
vineyard acreage several times the size of 
Australia’s. Languedoc and Provence in 
southern France, and Sicily in southem Italy 
have also been major recipients of both pri 
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ate investment and ru funding. Given that 
the Eu accounts for about two-thirds of the 
world’s wine-production capacity, an up- 
grading of areas that have not so far been ex- 
porting much of their output should have a 
powerful effect on world markets. 

Moreover, the campaign to upgrade £U 
production comes at a time when capacity 
in Australia and the United States is about to 
increase dramatically. California has seen a 
surge of planting in response to recent grape 
shortages. According to Lewis Perdue, the 
professional wine-industry pessimist, “be- 
tween 1996 and 2000, the production of char- 
donnay and cabernet sauvignon will have 
doubled in California, and merlot will have 
tripled.” Most of these grapes will be grown 
outside the fashionable areas of Napa and 
Sonoma, which together account for only 5% 
of California’s production. Producers of the 
best Napa and Sonoma wines therefore 
hope that their prices will hold, and 
at the very top end—say over $15 
a bottle—they may well doso. 


Cheap, not cheerful 


But more than 80% of the wine 
sold in America goes for under 
$10 a bottle, and this segment 
still accounts for the bulk of the <} 
revenues of even the more up- ` 
market wine companies such as 
Beringer and Mondavi. Although 
based in the Napa valley, these com- 
: panies buy the grapes for their big-sell- 
ing brands from all over California. At first 
sight, a drop in grape prices looks like good 
news for them. It will allow them to cut 
prices and thus expand the market for wine 
while still maintaining their profit margins. 
But if a wine-price war gets going, they will 
- find their margins harder to maintain. And 
_ inanalmost static market in which the share 
of imported wines is growing, a price war 
< looks only too likely. 

Under pressure from imports and price 
cutting at home, American producers are 
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stepping up their export drive. 
But they are not alone. The 
Australians and the Chil- 
eans, too, are about to see 
their grape supplies expand dramat- 
ically. Three years ago the Australian 
industry set itself an apparently am- 
bitious target: to plant 40,000 extra 
hectares of premium-quality grapes 
by 2025. That target has already been 
reached. 

Rabobank predicts that the £u will 
increase its supply of high-quality 
grapes for premium wines by 10m hecto- 
litres, or roughly 15%, by 2003. America, 
Australia and Chile are expected to increase 
supply by im-2m hectolitres each over the 
same period. South Africa, Argentina and 
Eastern Europe too are all upgrading their in- 
dustries. 

All this new supply poses a considerable 
problem for producing companies and 
countries. The export success of Australia, in 
particular, has been built on expanding mar- 
ket share and raising prices at the same time. 
Australian wines in Britain, which is far and 
away their most important export market, 
are still rapidly gaining market share while 
maintaining a higher average price per bottle 
than any other country bar New Zealand 
(see chart 8). But that feat, which has kept up 
the growth and the profits of companies 
such as Southcorp, Rosemount and prt Har- 
dy, is liable to become increasingly hard to 
sustain as new competitors enter the market, 
both from Australia itself and from other 
producing countries. 

One worry for all wine companies that 
are trying to build brands is that the super- 
markets themselves will undercut them by 

taking advantage of the grape glut to 
launch cheaper “own-label” va- 
rietal wines. One Australian 
producer gloomily forecasts 
the arrival this Christmas 
of the £2.99 bottle of 
Australian chardon- 
nay in Britain. For pro- 
ducers such as Rose- 
mount, which sells its 
branded chardonnays 
for £5 and over, that sort 
of competition will 
make life uncomfortable. 
The £2.99 stuff will not be as 
good as their £5 wine, but because of 
the amount of good-quality grapes going 
cheap, nor need it be awful. 

The Rosemounts and Penfolds will hope 
that they have built up sufficient brand loy- 
alty to fend off cut-price competition from 
supermarket labels and from varietal wines 
from Latin America, California and Europe. 
But they cannot be sure. Asked what sells 
best at Sainsbury’s, a big British supermar- 
ket, the company’s chief wine buyer, Alan 
Webb, replies: “Basically, whatever we have 














on special offer.” That may not mean 

the cheapest wine in the shop, but 

the one that seems to provide the best 

value for money in its particular 
price bracket. 





Aussie rules 


All the same, the Australians 

still seem confident that they 
can keep increasing their mar- 
ket share in Europe and America 

and start making inroads in Asia. 
They reckon their “fruit-driven”, 
full-bodied wines are what mod- 
ern consumers want. 

One leading Australian prod- 
ucer ticks off what he sees as the weak- 
nesses of the competition. The European in- 
dustry, seen from the Adelaide Hills, is still 
run to suit producers rather than consumers. 
The Eu’s main concern over many years has 
been to keep its wine growers in business 
rather than to get them to adapt to the mar- 
ket. A culture of subsidies, quotas and inter- 
vention has enabled European producers to 
ignore what consumers want. The replanting 
and upgrading programmes in areas such as 
La Mancha, says the Australian producer, 
have been conceived by bureaucrats bearing 
subsidies from Brussels, rather than by mar- 
ket-oriented companies, so they may not re- 
flect what consumers want. 

Most Australian producers maintain 
enough reverence for the French to accept 
that they will probably continue to domi- 
nate the rarefied heights of trophy wines 
fetching hundreds of dollars a bottle at inter- 
national auctions. But this is ground they are 
happy to concede, provided they can go on 
gaining market share in the lucrative upper 
range of wines costing over £4 in Britain and 
over $7 in America. 

What about competition from the 
Americans? After all they, too, specialise in 
powerful, fruit-driven wines, and they have 
wine companies every bit as big as Austra- 
lia’s. Giant Gallo is getting increasingly seri- 
ous about exports, and is even making a 
brave effort to break into France. Nobody in 
their right minds would dismiss a company 
with Gallo’s financial clout and marketing 
power, but Australian wine makers still reck- 
on they have a surer feel for export markets 
than do Californian ones. America has such 
a large domestic market that in the past ex- 
ports have been something of an after- 
thought for its producers. Making wine in 
California is also a relatively expensive busi- 
ness, mainly because of the cost of land, 
which will make it harder for the Americans 
tocompete if it comes toa global price war. 

By contrast, South Africa, Argentina and 
Bulgaria are low-cost producers, thanks to 
relatively low wages, plenty of vines and 
weak currencies. Once again, however, the 
ever-confident Antipodeans have their an- 
swers ready. South Africa? Too much like Eu- 
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rope, in that until recently its industry was 
dominated by uncommercial co-operatives, 
and although the giant xwv converted from 
a co-op to company status last year, the co- 
operative culture dies hard. Eastern Europe? 
Still in a post-communist mess, and weak on 
quality control. Latin America? Good wines, 
but its producers have left it too late to build 
brands; they will be eaten alive by the super- 
markets of Western Europe and America. 

It is tempting to reply that if the Austra- 
lians have a problem, it may be self-congrat- 
ulation and complacency. There are plenty 
of ways in which the Australian success 
story could come to an end. The most obvi- 
ous one lies in the ubiquity of Australasian 
wine makers everywhere from Bordeaux to 
the foothills of the Andes. If they are success- 
ful at exporting many of the techniques that 
have helped Australia to flourish, their home 
country’s edge may well erode. Thanks to the 
big wine companies’ new habit of taking 
stakes in wine producers all over the world, 
the absence of large domestic wine compa- 
nies in places such as South Africa and Ar 
gentina need not matter: the distribution 
networks and the marketing expertise re- 
quired to export wines successfully can al 
ways be brought in from outside. 

What is more, fashions can and do 
change. Australia may be flavour of the 
month in Britain at the moment, but it is 
dangerously dependent on the British mar 
ket. Whois to say that some other wine-mak- 
ing country may not suddenly leap forward? 
Inconditions of global glut, low-cost produc- 
ers from developing countries may soon be 
better placed to compete. 

Many Australian wine makers also be- 
lieve that the eu may soon start to fight dirty 
to thwart their export success. “The moment 
we breach 20% of the ux market,” says one 
Australian producer, “the Europeans are go- 
ing to make sure they find something in our 
wine.” This may seem paranoid, buta look at 
recent trade disputes suggests that wine 
could be an excellent candidate for a stand- 
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up fight. Food and agricultural produce seem 
to be a red rag to protectionist bulls, as seen 
in recent rows about hormones in American 
beef, genetically modified soyabeans and 
bananas from the Windward Islands. Ban- 
ning imports to protect domestic farmers 
would be politically difficult, but barring 
them on grounds of food safety or purity, or 
to protect the environment, might seem less 
unreasonable. 

Faced with global glut and a potential 
European backlash against new-world 
wines, the world wine industry may re- 
spond with a round of consolidation. “In the 
next six months toa year,” predicts one lead- 
ing figure in the industry, “you are going to 
see the effective merger of the Californian 
and Australian wine industries.” The com- 
mercial logic would be to help the Austra- 
lians gain access to the American market and 
the Californians get access to Australian ex- 
port expertise. But there is also a political log- 
ic. “If it comes to a trade war with Europe,” 
says one Australian, “we're going to need the 
Americans on our side.” 

For the moment, though, the Australians 
seem to have good reason to gloat. This year 
their share of the all-important British mar- 
ket went up to 15.6% from 14% a year ago, and 
a mere 8.4% only six years ago. They are also 
making progress elsewhere. In America they 
have only 3% of the market, but their share is 
growing six times as fast as the market as a 
whole, and faster than imports from any- 
where else. In continental Europe, too, Mil- 
dara Blass’s recent purchase of the biggest 
wine clubs in the Netherlands and Germany 
should help Australian sales. 

In Europe’s wine-producing countries, 


A taste of things to come 


one reason why agriculture and wine are 
such emotive issues is their historical and 
cultural significance. Close down a factory, 
and you may blight a town; but allow a 
wine-producing region to wither, and a 
whole way of life and a cherished cultural 
heritage is seen to be at risk. This was the orig- 
inal justification for Europe’s baroque sys- 
tem of agricultural subsidies. But now even 
subsidies may not be enough to save Euro- 
pean wine producers from declining domes- 
tic consumption and a loss of market share 
in the outside world. 


Nocall for ordinaire 


France’s market share in Britain has fallen to 
26%, from over 35% a decade ago. And itis not 


just France’s sales in Britain that are taking a 


hammering: its wine exports worldwide in 
the first six months of this year (the most re- 
cent figures available) were down 10% on last 
year. Leaving aside the buoyant sales of 
champagne, which has enjoyed a big pre- 
millennial export surge, every French region 
has seen a decline. Bordeaux sales have fall- 
en by more than 25% in volume and over 1% 
in value. 

This might be just a blip. Taken over a 
longer period, French exports have been 
growing healthily. A declining share in tradi- 
tional markets such as Britain has been offset 
by the growth of the market as a whole and 
by consumers’ increasingly expensive tastes. 
The opening up of new markets such as Ja- 
pan has also been a big help. But the threat- 
ened world glut of grapes will have the op- 
posite effect. The battle between the wine 
makers of the new and old worlds may soon 
take on a new intensity. 
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questions 


1 People in rich countries now work 
@ around 1,400-1,800 hours a year. At the 

turn of the century, who worked for 2,700 
hours a year? 
(a) Rose Harrimon, a prize-winning telegraph 
operator in lowa, who died at the age of 31 and 
donated her body to science 

(b) The average British person 

(c) The fictitious protagonist of F. Scott Fitz- 
gerald’s “The Crack Up” 

(d) The average British pit-pony 


2 America’s love affair with the gun is the 
eternal stuff of fiction. But it has not al- 

ways been the stuff of fact. Which of the 

following statements is true? 

{a) At the start of the war of 1812, the state of 

Massachusetts had more spears than firearms in 

its arsenal 

(b) Fewer than 15,000 guns per year were pro- 

duced in America in the second half of the 19th 

century 

(c) In1952, the Tennessee National Guard des- 

troyed all its firearms on the orders of Governor 

Frank “Talk’em-down’” Willis, who was stran- 

gled the following year 

(d) There were more axe murders than fatal 

shootings in America in the first half of the 19th 

century 


More information technology means 
ua less privacy. Employees of big compa- 
¿nies are particularly at risk from snooping 
bosses because: 

(a) Visits to adult websites leave a trail of so- 
called “slug-slime” that can be detected on cor- 
porate firewalls 
(b) 39% of large companies routinely monitor all 
e-mails between employees of the opposite sex, 
according to a survey in 1997 by the American 
Management Association 
(c) Two-thirds of large companies admit to 
electronic surveillance of their workers, 
according to the same survey 
(d) Under the terms of a 1997 £u directive, 
any firm sending more than 350,000 e-mails 


Infrequently asked 


Test your knowledge of history and world affairs with this quiz drawn from 
articles in “The best of The Economist” section of www.economist.com 
(where you can also take the quiz online). Each question has one right answer. 
These can be found on page 111, in the margin of the crossword 


per year must keep copies of all of them for 18 
months 


Some argue that free trade threatens 
national cultures. in Canada, for exam- 
ple, 96% of films are foreign. On the other 
hand: 
(a) In every European country in 1997, the most 
popular tv programme was a local production 
(b) No foreign song has ever stayed more than 
three weeks in the Japanese charts, except Frank 
Sinatra’s rendition of “My Way” 
(c) Britain’s Spice Girls were successful in Nor- 
way only when the soundtracks were removed 
from their videos 
(d) Over 95% of Germans born before 1945 insist 
they have never heard of any British writer ex- 
cept Shakespeare (and 20% of them think Shake- 
speare was German) 


5 The sun is 400 times larger than the 
moon and nearly as many times as far 
away from the earth, so the moon some- 
times gets the chance to blot out the sun 
perfectly. People have always over-reacted 
to such total eclipses, hence the fact that: 
a) Bucephalus, Alexander the Great’s horse, was 
said to have kicked todeath anyone who men- 
tioned eclipses in his master’s presence 
(b) The Gregorian calendar was designed so that 
total eclipses never fellon a Sunday 
(c) The Julian calendar was designed so that total 
eclipses never fellon a Thursday 
(d) The Chinese included in their pantheon 
agod, Hsi-Hso, whose job was to prevent 
eclipses 


Two B-meson particle accelerators that 
started workin May 1999 are expected 
tohelp to answer which one of the follow- 
ing questions? 
(a) Why there is something rather than nothing 
(b) Why everything is something 
(c) Why there are more things than there used 
to be 
(d) Why nothing is anything much 


7 Russia has enjoyed an.almost unbroken 
history of monetary mismanagement 

since the 17th century. Forexample: 

a) Peter the Great thought he could hammer 

coins worth 312 roubles out of five roubles’ worth 

of copper 

(b) The rouble has been convertible ata stable 

exchange rate in only 120 of the 230 years since 

paper money was introduced 

(c) After a currency reform in 1924, one new rou- 

ble was worth 50 billion 1921 roubles 

(d) After a currency reform in 1924, one 1921 rou- 

ble was worth 50 billion new ones. 


The gluttonous Romans were, according 
to one historian of the spice trade, “the 
most extravagant users of aromatics in his- 
tory.” Which of the following is true? 
(a) Legionaries headed off to battle wearing 
perfume 
(b) Tacitus attested that several senator's wives 
murdered members of their own families in 
order to get hold of cinnamon 
(c) Saffron was regarded as the Viagra of the day 
(d) Pepper was judged too exquisite to be dis- 
posed of in the vomitorium 


Jack Welch, GE's boss since 1981, has 
some claim to being the world’s most 
successful manager of the past quarter- 
century. He earned the nickname “neutron 
Jack” because he: 
(a) Planned to introduce a nuclear-powered 
refrigerator 
(b) Has been observed to glow eerily in 
corporate-strategy meetings 
(c) Laid off 100,000 workers when most observers 
thought the company was doing well 
(d) Bombards managers in Ge’s “bubble-cham- 
ber” planning unit with up to15 memos per day 


1 0 America’s economy seems to stand on 

top of the world, with average annual 
GDP growth of 3.1% from 1992 to 1998, 
compared with 0.8% in Japan and 1.7% in 
Germany. But these popularly touted num- 
bers are misleading, because: 
{a)Germany’s growth figures omit all military- 
related spending 
(b) America’s productivity has grown slightly 
less rapidly than Germany's, while Japan’s has 
grown twice as fast 
(c) The figures ignore cyclical effects: America ex- 
panded throughout the period, but Germany 
and Japan suffered recessions 
(d) Japan’s growth figures are based on the ten- 
month Shinto calendar 

volt 
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fs JOHNSON’S down-means-up antipodean crossword last Christ- 
g mas left some solvers head-over-heels, not all of them with joy. So 

Johnson this year, with the millennium bug or hangover ready to bite, it’s 
i back to feet-on-the ground normality. The first two correct solutions 
picked at random on January 14th 2000 will each win a Mont Blanc pen and “The New 
Oxford Dictionary of English”. The solution, with the names of the winners, will appear 
in the issue of January 22nd. Solutions can be submitted either by post, fax or electroni- 
cally via the form on the free section of our website. No purchase is necessary. 


Send entries to 
Prize Crossword, The Economist, 25 St James’s Street, London SW1A 1HG, UK 
@ Fax:(44) 171839 2968. Website: www.economist.com 
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English city has space for one-man concert hall (8) 
Cloak for author (6) 
Native princess turned back-to-front grabbing lovelorn 
ram (10) 

Defeat after getting nearly all the way (4) 

“One blasted shed” is enough description of church in 
Wales (14) 

Stalked right, not left, in deepest disarray—or gloom (7) 
Mutinous seamen hold many dangers (7) 

Tum right and right again to charge (7) 

Bands, though not all of them (7) 

Replan area just to accommodate this foreign thinker? 
(4-4,6) 

After tum, it becomes a good road (4) 

Looking for work of pavement artist (10) 

Game fleeing is caught in evil net (6) 

Naked sex, it’s mumbled, even in church (8) 








Bearing famous name, and inbred (7) 
Moneyman may come to rue arrest (9) 
Confused? Rise, take action, and set out afresh (7) 
Mariner may be aged but of high rank (3,4) 

It adds savour mixed, not minced (9) 

Even skilled riders would shoot backwards here (7) 
Roll barrel right in over upright old age (7) 

They show the way to put name on mails (9) 
join in to make lower-class tighten up (9) 

Be glad to hear woman follow about (7) 

Victory conceived in a Nile morning mist (7) 
Point at which United rushed out (7) 

Philosophy of the fan in Madrid? (7) 

Ship split by shelf slides over floe, say (7) 
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Reader 1503 — 1566 


: The World in 2000 lets you see what will unfold in the year ahead in business, politics, science 
: | and sport. The Economist Group’s journalists are joined by other visionaries such as Bill Gates, 
_ Peter Drucker, Kofi Annan and the editors of the world’s best newspapers to bring their 
__ predictions. Will the French develop an inferiority complex as Britain’s economy outstrips 
: theirs? Who will be the losers in the trade wars and the winners in the 
| The | tribal wars? Will women be in the driving seats in Saudi Arabia? Will 
Economist American generosity disappear along with the dollar bill? What will be 
PUBLIC ATI ONS seen in outer space and read in cyberspace? Get tomorrow's copy, today. 








. _ The World in 2000. On sale now at John Menzies, WH Smith and international newsstands. worldwide. UK newsstand price £4.75 
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North meets South 


BELFAST 


Sinn Fein’s approach to Northern Ireland can be understood only in the light 


of its political ambitions in the south 


T WAS, said Martin McGuinness, a “joyous 

occasion”. As one of two Sinn Fein minis- 
ters in the new Northern Ireland govern- 
ment, Mr McGuinness was present at the 
first meeting on December 13th of the North- 
South ministerial council, which links the 
governments of the Irish republic and the 
new devolved administration in Northern 
Ireland. Mr McGuinness was not alone in 
greeting the inauguration of the council with 
hyperbole. Bertie Ahern, the Irish prime 
minister, who came to Northern Ireland for 
the meeting with all 15 members of his cabi- 
net, declared that this was “a day quite un- 
like any other”. 

But for Sinn Fein, the council is particu- 
larly significant. The republican movement, 
of which Sinn Fein is a part, has struggled 
since the 1920s toend the partition of Ireland. 
Mr McGuinness and those who have em- 
braced the new political settlement in 
Northern Ireland, argue that the North- 
South council is the first step towards unify- 
ing the administration of Ireland. Republi- 
can critics are, however, dismissive. They see 
the council as a piece of window-dressing, 
designed to disguise the fact that Sinn Fein 
and the rra have accepted a “partitionist set- 
tlement”. They point in particular to the 
rather limited range of subjects the council 
will address—ranging from tourism to the 
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administration of lighthouses. 

Whether the council will ever amount to 
much will depend a great deal on the future 
political fortunes of Sinn Fein itself. The 
party hopes that within a few years it will 
have ministers on both sides of the table— 
representing the administration in Dublin, 
as well as that in Belfast. With a presence in 
the governments of both Northern and 
southern Ireland, it will be much better 
placed to push the nationalist agenda. 

Sinn Fein’s southern ambitions help to 
explain why Gerry Adams, the party’s 
leader, has chosen not to taken a position in 
the Northern Irish executive. Mr Adams is 
rumoured to be considering standing for a 
seat in the Irish parliament (the Dail) in 
County Louth, just south of the border with 
Northern Ireland. Sinn Fein is hoping for a 
rapid rise in voting strength in southem Ire- 
land. In Ireland’s last general election, the 
party polled 2.7% of the vote—a big improve- 
ment on previous performances, and 
enough under the republic's system of pro- 
portional representation in five-member 
constituencies to give the party its first seat in 
the Dail. 

In recent local elections in the Irish re- 
public, Sinn Fein has recorded over 5% of first 
preference votes. Psephologists who have 
pored over the results reckon that a similar 


performance in the next general election 
might be enough togive them as many as five 
seats in the Dail. In Ireland’s political system, 
with its perpetual coalitions, that could 
mean that Sinn Fein holds the balance of 
power. A new coalition government might 
prefer todeal with them than witha gaggle of 
independents. Given the inherent instability 
of Mr Ahem’s minority coalition govern- 
ment, a fresh election is probably only 18 
months away, at most. 

The ira ceasefires have played a vital 
role in boosting Sinn Fein in the south. In the 
past, widespread and vocal revulsion for Ra 
violence meant the party struggled to estab- 
lish itself, even in the poorest areas of the re- 
public. But the peace process, and the good 
publicity that came with it, appears to have 
given Sinn Fein a touch of glamour. Its strate- 
gy of presenting itself not just as the voice of 
hardline nationalism, but also as a spokes- 
man for the poor in Dublin and rural Ire- 
land, may now be bearing fruit. The party is 
targeting seats in the impoverished outlying 
estates of Dublin, in the border counties and 
in traditionally republican County Kerry in 
the deep south. 

Sinn Fein’s ambitions give political ob- 
servers in the republic an additional reason 
for taking an interest in its performance in 
government in Belfast. The party used to be 
keen on Marxist and revolutionary rhetoric. 
But its demands for “ownership of the re- 
sources of Ireland by the Irish people” 
(whatever that meant) have faded, and given 
way to wonkish talk of increases in capital- 
gains tax on second homes. 

Despite unionist alarm, Mr McGuinness 
as education minister has neither the power 
nor the inclination to make the teaching of 
Gaelic compulsory in all Northern Ireland's 
schools. Similarly Bairbre De Brun, the prov- 
ince’s new health minister, may soon have to 
modify Sinn Fein’s previously blanket oppo- 
sition to any consideration of hospital and 
ward closures. In Dublin, where cuts are 
talked of but hospitals are already straining 
at the seams, Ms De Brun’s choices will be ex- 
amined with interest. 

If Sinn Fein does get seats in the Irish cab- 
inet, the party’s “peace strategy” may take on 
anew logic and lustre. Entering governments 
in both Belfast and Dublin would represent 
not only a political triumph, but also a re- 
markable ideological turnaround. Until 1986 
the republican movement rejected not just 
Parliament in Westminster and the notion of 
a Northern Ireland assembly, but also the le- 
gitimacy of the Irish state and its parliament. 
Sinn Fein will end the century as the only 
party with seats in all three legislatures. 

= = 
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The Thames 


Blair's baby 


The opening of the Millennium Dome will highlight the revival of the Thames 


Elia was a time, only a couple of years 
ago, when the Millennium Dome at 
Greenwich, to London’s east, risked turning 
into a huge white elephant, unloved and un- 
visited. But—predictably—as opening night 
draws near, the hype is beginning to take ov- 
er. This week Tony Blair paid an anticipatory 
visit to the dome. Perhaps betraying a residu- 
al nervousness about the reception of a pro- 
ject he is closely identified with, he lam- 
basted critics of the dome as insecure cynics 
who “despise anything modern and are 
made uneasy by success.” The dome, he in- 
sisted is a “triumph of confidence over cyni- 
cism, boldness over blandness, excellence 
over mediocrity.” 

Fortunately, most British people are still 
cynical enough to discount this kind of 
prime-ministerial bombast. If anyone has 
helped to make the dome fashionable it is 
probably James Bond rather than Mr Blair. 
The dome plays a starring role in the opening 
action sequence of the new Bond movie, 
“The World is Not Enough”, as the hero falls 
spectacularly onto the glass fibre roof—for- 
tunately causing grave damage to neither 
himself nor the structure. The building itself 
is now all but complete and looks spectacu- 
lar from afar or from the air. 

The renewed sense that it will be “alright 
on the night” extends to the organisers of the 
dome’s opening ceremony on new year’s 
eve. This being a New Labour event, the 
10,000 guests will be a judicious mix of vires, 
“ordinary members of the public”, and cor- 
porate sponsors. After touring the various 
“zones”, they will be treated to a musical 
programme, followed by the official open- 
ing by the queen at 11.45pm. The only linger- 
ing uncertainty is whether the Beatles’ “Let it 
Be” or “All You Need Is Love”, will be chosen 
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as the song of the millennium celebration, 

Despite reports of sluggish sales figures, 
the company that runs the dome claims that 
a million tickets have already been sold. 
They are confident of hitting their target of 
12m visitors, including 2m from abroad. The 
government has been trying to displace 
grumbles about the £758m ($1.23 billion) of 
mostly private money spent on the dome, by 
stressing its role in regenerating both the sur- 
rounding area and the Thames. 

The banks of the Thames, and the river 
itself, will be the principal venue for the mil- 
lennium night festivities.On the north bank, 
an exhibition of “world culture” called “Glo- 
bal Village” will stretch from the Houses of 
Parliament to Blackfriars. After midnight, 
the river itself will be centre stage. The big- 
gest fireworks display in Britain’s history 
will be launched from 16 river barges strung 
from Tower Bridge to Vauxhall. They are set 
to burst at 600 feet, thus allowing a view of 
the display from as far as London's orbital 
motorway, the m25. The fireworks will be 
preceded by a “sheet of flame”, which will 
tear down the river ata speed of 775mph. An 


inferno, have booked river moorings for the 
night, at up to£500a go. 

All this will draw attention to the pro- 
gress that has already been made on the 
Thames, and might encourage further initia- 
tives to refocus London’s gaze on the river 
that runs through its centre. When the 
Thames ceased to be the great commercial 
artery of the city in the middle of this cen- 
tury, the city turned its back on the river. Mi- 
chael Hebbert, professor of town planningat 
the University of Manchester, despairs of the 
“urban design aspect” of London. There are 
few river paths, and they are poorly linked to 
the capital's streets. But he hopes that the 
millennium celebrations will “change the 
way that people read the map of London.” 

The past few years have already seen 
projects on both sides of the river to recon- 
nect the Thames with the buildings around 
it. Southwark Council has been particularly 
innovative, encouraging the construction of 
the new Globe theatre (see Pages 73-75), an 
extension of the Tate gallery at Bankside and 
anew market. Historic sites such as Somerset 
House on the north bank are also being re- 
developed to link them with the river. 

Millennium projects such as a new foot- 
bridge linking St Paul's cathedral with Bank- 
side are also intended to draw people to the 
river. The London Eye, a giant Ferris wheel al- 
most opposite the Houses of Parliament, will 
eventually be an easy walk from the arts cen- 
tre at the South Bank. There is a lot more to be 
done. Most important of all, riverside pedes- 
trian and cycling paths should be extended 
down both sides of the Thames—the south- 
ern bank is now well served, but not the 
northern one. The revival of the river is an 
obvious cause for the new London mayor to 
take up. 

The river itself is now cleaner and more 
accessible than it has been for centuries. The 
water is said tobe fit todrink. (After you.) You 
can fish for salmon, and there are dolphins 
downstream. The Port of London Authority 
even claims that there is a school of seals liv- 
ing ata west London river location. The exact 
spot, known to The Economist, is being kept 
from the general public to deter curiosity- 
seekers who might scare them off. If the mil- 
lennium celebrations do further encourage 
the revival of the river, the seals might soon 
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- The Scottish play 


per it: you have not been paying close attention lately to the 
politics of Scotland. And why in the name of Malcolm and 
Donalbain should you? One blessing of devolution is that people 
in England no longer have to pretend to be fascinated by grave 
matters such as the fate of the Glasgow ring road, which tend toex- 
cite passions north of the border. The Scots can nowadays quarrel 
about such things to their bravehearts’ content, in their very own 
Parliament. Why, the lucky souls also have the benefit of the “new 
politics”, as New Labour calls the coalition government which it 
formed last May in Scotland with the Liberal Democrats, and 
which was supposed, in Tony Blair’s philosophy, to be a model for 
a similar “progressive” coalition between himself and the Liberal 
Democrats farther south. 

But stands Scotland where it did? 
Alas poor country! Each new morn 
new widows howl, new orphans cry, 
new sorrows strike heaven on the face. 
Since May, Scotland’s new politics 
have come to look less like a model for 
England, more like one of the gorier 
bits of “Macbeth”. The latest scene has 
Donald Dewar, Scotland’s first minis- 
ter, banishing his own chief of staff, 
one John Rafferty, for (it is variously 
alleged) plotting to put one of Mr Dew- 
ar’s ministers on the throne in his 
place, making up bogus death threats, 
acting as Downing Street’s spy inside 
the Scottish executive, and perhaps 
doing all of these sinister things at 
once. Believe your columnist: you do 
not want to follow all the fairs and 
fouls of this particular affair, provided 
you grasp the big picture, which is 
that, despite the hype and hope, Scot- 
land's “new politics” have turned out 
to be just as ugly as the old sort. 

Does this matter? Scotland’s woes — # \ 4 
still have the potential to threaten gra- 
cious England. Having chosen to por- 
tray Mr Dewar's coalition government 
as a model for the politics of England, 
Mr Blair cannot help but pay attention if the Scottish government, 
and model, are in danger of falling apart. 

The danger of this happening will become acute on December 
zist, when a Scottish businessman, Andrew Cubie, is due, at Mr 
Dewar's request, to publish a report about the future of university 
tuition fees, a subject which accident as much as design has elevat- 
ed into a difference of high principle between Labour and the Lib 
Dems. During the campaign for Scotland's election last May, the 
two parties inadvertently painted themselves into opposite cor- 
ners and could find no compromise when they agreed later to 
form their coalition. Creating Mr Cubie’s committee was a desper- 
ate attempt to buy the time they needed to settle their differences. 

Time is now running out, with no settlement in view. Soon 
after he won power, Mr Blair decided to abolish the maintenance 
grants of university students throughout the United Kingdom, and 
to require many students (subject to a means test) to contribute to 
the cost of their tuition fees. The Lib Dems, denouncing this heart- 
less assault on the principle of free (ie, taxpayer-funded) higher 
education for all whocan benefit from it, want the policy reversed. 
Labour says that the old system transferred money from poor tax- 
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payers to rich students, and that the imposition of student fees will 
help to pay for a bigger university system. It will take amazing inge- 
nuity to reconcile these opposites. 

Whatif they cannot be reconciled? Under devolution, Scottish 
education is a matter for Scotland’s Parliament. And it just so hap- 
pens that in Scotland’s Parliament the Lib Dems, the Conserva- 
tives and the Scottish National Party, with a combined 70 seats to 
Labour’s 56, are united in the view that, in Scotland at least, tuition 
fees should be abolished. Some Liberal Democrats say that if the 
fees are not abolished, their party will have no choice but to save 
face by quitting Mr Dewar’s coalition and forcing Labour to gov- 
ernas a minority, as it already does in Wales. 

That may not strike the aver- 
age English voter as a tragedy. But 
it could deal a mortal blow to Mr 
Blair’s project to form a progres- 
sive anti-Conservative coalition 
at national level with the Liberal 
Democrats, and to portray the 
Scottish coalition as a shining pre- 
cursor. To prevent the coalition 
from collapsing, Downing Street 
is therefore emphasising that it 
sees the behaviour of the Scottish 
Lib Dems on tuition fees as a “lit- 
mus test” of how “progressive” 
the Lib Dems really are. This is a 
polite way of saying that if his 
party makes trouble for Mr Dew- 
ar in Scotland, then Charles Ken- 
nedy, the Lib Dems’ new national 
leader, may as well forget about 
all the good things, such as pro- 
portional representation in local- 
government or even national 
elections, that he was hoping to 
extract from the prime minister in 
return for his continuing policy of 
“constructive” (ie, weak) opposi- 
tion in Westminster. 

This sort of threat may not 
scare Mr Kennedy as much as Mr 
Blair would like. When the government waves its litmus paper in 
their face, the Lib Dems retort that if the prime minister is serious 
about his project, he needs to understand that coalition politics 
cannot work unless—on some issues, at some times—the smaller 
party is allowed to win. And Lib Dem victories have so far been 
embarrassingly thin on the ground. In Scotland, the party can 
claim credit for having enacted a Freedom of Information Act that 
is more liberal than the weak one Jack Straw is piloting through the 
Westminster Parliament. In Scotland, but not yet in England, there 
is the prospect of proportional representation in local govern- 
ment. But the overall mood of the Liberal Democrats north and 
south of the border is that Mr Blair has delivered a lot less than he 
promised to Paddy Ashdown, Mr Kennedy’s predecessor. Indeed, 
Mr Ashdown’s private diaries revealed recently that even after La- 
bour’s massive election victory of 1997 Mr Ashdown was still ex- 
pecting Mr Blair to insert two Lib Dem members into his cabinet. 
Mr Kennedy, wiser, younger and in less of a hurry than Mr Ash- 
down, can be under no such illusion. Which is why, if Mr Blair still 
cares at all for his “project”, it will be Labour rather than the Lib 
Dems who blink first in Scotland. 
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THE ESSENCE OF OUR LONG-TERM STRATEGY. 
At Commerzbank, we are committed to the 
premise that success generates size but that 
size alone does not produce success. Further, as 
the pace of change in business and finance 
accelerates around the globe, flexibility and 
speed plus innovation are vital if we are to suc- 
ceed in providing top service to our clients and 
reward the trust of our shareholders. That is 
why we are investing heavily in our traditional 
core strengths - domestic branch banking, 
international finance and investment banking 
~ while at the same time expanding the scope 
and reach of our service capacity in rapidly 
developing new areas of banking and finance. 


TRANSNATIONAL ALLIANCES. In order to enhance 
our flexibility and maintain our innovative 
potential, we are building up a solid network of 
transnational alliances that will offer optimal 
benefits to our clients. Acquisitions, joint ven- 
tures and participations are undertaken only if 
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they meet our stringent criteria for bolstering 
client and shareholder value. 


DECISIVE MOVES IN INVESTMENT BANKING. The 
Commerzbank Group is stepping up its efforts 
to establish a strong foothold in global invest- 
ment banking. While many banks are reducing 
staff in this area, we employed an additional 
2,300 people alone in the first nine months of 
1999. Moreover, to generate new synergies 
related to this expansion we plan to merge our 
global equities and bond businesses which 
operate in the world’s major financial centers. 
A contribution of some € 629m to our pre-tax 
profit through end-September 1999 reflects our 
growing strength in investment banking. 


SOLID GAIN IN DOMESTIC BRANCH BANKING, 
Commerzbank remains firmly committed to 
domestic branch banking as a profitable core 
business of the Group. Sizeable investments 
are being made to meet the growing needs of 
our 3.8 million customers for highly qualified 
staff to provide a broad range of advisory 
expertise as well as innovative products. Our 
initiatives in this area are paying off: So far 
this year, we have attracted 225,000 new 
clients, 90,000 of whom are being served by the 
Group's direct banking subsidiary, comdirect, 
which today is Europe's largest direct broker- 
age company. Comdirect’s operations will soon 
be expanded beyond Germany to markets such 
as the UK, France and Italy. 


FACILITATING ACCESS TO THE INTERNET. 
Another assertive initiative being undertaken 
by Commerzbank is the establishment of 
Commerz NetBusiness AG (CNB) through 
which a large array of e-commerce products 
will be channeled. The goal of CNB is to create 
an efficient and profitable “Gateway to the 
Internet.” 


Group PROFITS up 6.2% IN FIRST THREE 
QUARTERS OF 1999. Thanks in part to strong 
advances in net. commission income and trad- 
ing results, the Commerzbank Group achieved a 
pre-tax profit of €1,011m. In view of our 9-month 
performance, we are confident that the level 
and structure of our earnings for 1999 as a 
whole will again be satisfactory. 


For more information about Commerzbank, 
contact the Corporate Communications 
Department, Frankfurt, Germany 

Fax +49 69.136 - 2 98 05, www.commerzbank.com 
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In the scramble for market share during the Christmas season, many online 
retailers will be exposed as poorly constructed businesses. Few will survive 


HE shop is open, but you cannot get 

through the door for the crowds flooding 
in from across the country. After you finally 
squeeze inside, you have a question. A sales 
assistant asks you to write it down and tells 
you that someone might reply—after next 
Tuesday. You fill your shopping basket any- 
way. At the till, however, the cashier re- 
moves several items from your cart: “Sorry, 
these are just for display. We are sold out.” At 
home, you discover your credit card has 
been charged anyway-—twice, in fact. And, 
mysteriously, your bag contains things you 
have never seen before. You go back to the 
store to complain. The sales assistant has no 
memory of who you are or of what you 
bought. He suggests you auction your un- 
wanted purchases on eBay. 

Nobody would accept such treatment in 
areal shop. But Internet shopping is blighted 
by overburdened websites without a precise 
idea of their inventory, or of how to serve 
customers, or of when deliveries will arrive. 
Last Christmas e-commerce was still a nov- 
elty, and customers were willing to put up 
with all sorts of shortcomings. But with sales 
expected to double to $6 billion this year, on- 
line shopping is past being a prototype. Cus- 
tomers expect to be treated well. 

The industry has done everything in its 
power to raise their expectations. The air- 
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waves are echoing with jingles promising 
perfect online shopping. Yet most online re- 
tailers are merely pretty facades. Their prion- 
ty is to create a buzz (what web retailers dig- 
nify as “brand building”) so as to attract 
traffic. Meanwhile, only 5-20% of their in- 
vestment goes on merchandising, logistics 
and fulfilment, estimates Keng Lim, boss of 
Escalate, which provides back-office sys- 
tems for Internet companies. Boo.com, a 
Swedish sports-fashion retailer, spent $100m 
on public relations and advertising before it 
had even freed its website from bugs. 

Few Internet entrepreneurs have enough 
retailing experience to build the logistics and 
customer management that stand behind a 
website. “God knows how often I have been 
in a room with a 27-year-old guy who can 
dream up a fancy website, but hasn’t a clue 
about the complexities of the back office,” 
scoffs Harold Hughes, of Pandesic, which 
sells computer systems to web merchants. 

This might seem hopelessly short-sight- 
ed. Yet, according to the received wisdom of 
the Internet, building a business in such a 
lop-sided way might be the clever—and pos- 
sibly the only—thing to do. Most online re- 
tailers believe they are in a sprint to gain 
market share over Christmas. Send.com, an 
upmarket gift site, has spent $20m on mar- 
keting in the past eight weeks—five times its 






original budget. Michael Lannon, the chief 
executive, thinks the strategy is sound: “I 
look at this like an election campaign. If the 
election is in December it doesn’t make 
sense to say in January, I wish we had spent 
more money.” 

Only the twoor three firms with the larg- 
est sales in their niche will be able to raise 
fresh money next year. The rest are likely ei- 
ther to fail or to be bought. Perversely, even 
those that go bankrupt may succeed finan- 
cially: if a site has attracted a decent amount 
of traffic, a buyer may think it worth enough 
to make its founders nich. 


Dot.complex 


Yet the approach is creating jerry-built com- 
panies. PricewaterhouseCoopers, an ac- 
counting firm and consultancy, has devised 
a measure of quality, called BetterWeb, 
which analyses such things as orders, re- 
turns and complaints. None of the 300 e- 
merchants it has surveyed passes muster. 

Sometimes the lack of experience bor- 
ders on naivety. Eve.com, a beauty-products 
site, tried to sell perfumes, only to discover 
that these were classed as “hazardous mate- 
rials” and that to ship them via ups required 
a licence. That took months to get. 

Most shortcomings are to do with com- 
puters and therefore harder to fix. Even the 
best sites, such as eBay, are prone to crash or 
are struggling to find skilled rr professionals. 
Others have fallen into the trap of buying 
software packages that suited them when 
they were small, but which cannot be scaled 
up to process larger volumes. Plenty of In- 
ternet retailers racing towards Christmas 
have had neither the time nor the money to 
build systems that can cope with huge, un- 
predictable surges in web traffic. 

However, the most gruelling struggle is to 
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tie together old computer systems so as to 
link their websites to data banks and ware- 
houses. Only then can firms know whatisin 
stock, guarantee delivery times and let cus- 
tomers track orders. Oliver Sharp, who left 
Microsoft to become the chief technology of- 
ficer at iTurf, a website and catalogue retailer 
for teenagers, says that without integrated 
systems firms cannot assess what people are 
doing on their site or the value of an adver- 
tisement. “Lack of technical experience will 
show how flakey many of these companies 
are,” he says, adding that proper integration 
can take years. 

Even if they get their computer systems 
right, most online retailers are ill-prepared 
for the difficulties of handling thousands or 
millions of small, frequent and individual 
orders. Take toysmart.com, which is based in 
Massachusetts and is majority-owned by 
Disney. The site specialises in “good”, educa- 
tional toys—no Barbies or Pokémons here— 
and has built and equipped a 150,000- 
square-foot warehouse in less than four 
months. Visitors to its chaotic headquarters 
in Waltham trip over staff and children 
strewn across the floor happily “testing” lego 
sets, wooden trains and science kits (a fa- 
vourite “raises” live butterflies), 

Toysmart, which did more business in 
the first 30 hours of December this year than 
in the whole of December 1998, is spending 
more on its back office than most of its rivals, 
and has hired rr and warehousing profes- 
sionals from Gre and ıı Bean. Nevertheless, 
it has had its glitches—or “gotchas” as David 
Lord, the chief executive, calls them. Some of 
these are easily put right: the firm bought a 
new bank of printers to keep up with de- 
mand for individual labels. More serious 
have been mismatches between stock on the 
website and in the warehouse, because of 
delays in gaining approval for credit cards 
and in checking hand-picked orders. 

Clever electronics cannot solve every 
back-office glitch. Although toysmart’s 
warehouse is full of gleaming packing ma- 
chines and conveyor belts, there are no ro- 
bots here. Every order is assembled by hand 
using a system of codes that even an experi- 
enced packer says takes “ages” to master. 
Pandesic’s Mr Hughes says that to meet the 
Christmas rush, many web retailers are em- 
ploying “tattooed musclemen” to handle 
their orders. Even toysmart’s Mr Lord is 
pressing his family, board directors and local 
mothers to pick and wrap orders. 

One solution is to outsource everything 
from customer service to fulfilment. iTurf’s 
chief executive, Steve Kahn, calls this “danc- 
ing with the devil”. He describes the group’s 
flirtation with outsourcing as a disaster. 
There tends to be a conflict of interest, be- 
cause the service firm is trying to cut costs, 
whereas the online retailer wants additional 
resources. Handspring, which makes hand- 
held computers, is paying the price. Its cus- 
tomers are being billed several times, and 
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many have been unable tocancel orders. 

In the Christmas rush, sites are building 
incomplete systems. Without tools for custo- 
mising pages, software that can identify fre- 
quent customers or e-mail systems that help 
customers get quick answers, sites will lose 
visitors. Moreover, once a system is in place, 
itis hard to slot in new features. 

And that is the real lesson from all the 
bodging and jerry-building. To succeed, on- 
line retailers need to construct more than 
just bright websites made alluring by huge 
amounts of advertising. The solution is to 
build top-notch distribution centres and 
warehouses. But, as Amazon—probably the 
best online retailer—is discovering, that is 
very expensive indeed. 
eho m PER = w 


Software 


Linux loot 


SAN FRANCISCO 


“HY much are you worth, son?” 
asked one user of Slashdot.org, a 
popular online hang-out for programmers. 
Commented another: “I can’t believe any- 
one would buy at that price.” Astonishment 
was the prevailing mood among hackers 
after Wall Street was stormed on December 
gth by va Linux, a firm selling computers 








that run Linux, a popular operating system 
developed by volunteers. On its first day of 
trading, the company’s shares gained almost 
700%—the biggest increase of any initial 
public offering (iro) ever. Early this week, 
the Silicon Valley start-up, with only $17.7m 
in revenues, losses of $14.5m and 153employ- 
ees, was worth almost $10 billion, almost 
two-thirds as much as Apple, though the 
share price has since fallen somewhat. 

This was not the only staggering piece of 
news open-source programmers had to di- 
gest last week. A day before the va Linux ipo, 
Andover.net, a company that owns popular 
Linux websites such as Slashdotorg, went 
public, gaining 252% on its first day. And Red 
Hat, the leading distributor of the operating 
system, now has a market capitalisation 









close to $15 billion. 

Not surprisingly, the idealistic hacker: 
who helped create the Linux phenomenor 
have mixed feelings about this sudder 
wealth. They are excited and flattered by al 
the attention, but they wonder how it may 
change the open-source ethos—according tc 
which the best programmers are rewardec 
by reputation rather than money. 

In many ways, the success of the Linux 
rros is a repeat in miniature of the Internet- 
share mania. The Internet is affecting large 
parts of the economy: Linux is doing the 
same for the software industry. The operat: 
ing system now has about 15m users world- 
wide and has captured more than 17% of the 
market for server operating systems, accord- 
ing to IDC, a consultancy. Its success has en- 
couraged many software companies to try 
the open-source model of development. 

But Linux companies have yet to prove 
that they can make money. They are really 
service companies trying to bridge the gap 
between software developed by and for 
hackers, on the one hand, and commercial 
users, on the other. Red Hat and other Linux 
distributors, such as Caldera and suse, main- 
ly offer technical support for their version of 
the software. va Linux is selling Linux-based 
workstations along with support and con- 
sulting services. 

One of the most promising companies, 
Linuxcare, has not yet gone public—and 
won't for some time, because it 
wants to build a stable business 
first. The company, which is 
based in San Francisco, is a pure 
service-provider, offering sup- 
port and training for Linux and 
related software. This strategy 
has allowed Linuxcare to team 
up with some big names in 
computing, such as Dell and 
Sun Microsystems. This week, 
with Motorola and Oracle, they 
contributed to a $32.5m round 
of funding for the firm. 

If Linux companies get sky- 
high valuations, it is because of 
supply and demand. Investors 
are now convinced that Linux not only has 
enormous potential, but may even give birth 
toa new Microsoft. So far, there are only four 
listed pure Linux companies: Andover.net, 
Red Hat, va Linux and Cobalt, a maker of Li- 
nux-based servers. All of them have floated 
only a small fraction of their shares—about 
10% for va Linux. 

Currently there are no more Linux Pos 
in the pipeline. And only several dozen Li- 
nux firms—most of them offering services 
and support—are ever likely to float. They 
may be good businesses, but investors will 
have toaccept that they will not have the op- 
erating margins of traditional software firms, 
let alone the profits of a Microsoft. Because 
Linux is “open-source”, meaning a sort of 
public property, they cannot exploit patents 
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ind trade secrets (never mind a monopoly) 
he way Microsoft does with Windows. 

Most hackers would actually welcome a 
ess febrile atmosphere. They fear that the 
udden Linux riches threaten their way of 
loing things. “Will Open Source’s own suc- 
ess destroy the grass-roots effort that forms 
ts foundation?” asked one of them in Slash- 
lotorg, arguing that some programmers 
ould, for example, resent others who make 
arge amounts of money with their work 
ind stop contributing to Linux. 

Both Red Hat and va Linux recognise the 
sroblem. Red Hat, for example, recently 
treated a centre for open-source research. 
And both tried to spread around the wealth 
Yom the rro, by granting shares to hackers 
that helped build the operating system. 
About 3,500 programmers could each buy 
ioo shares in va Linux at the offer price of 
$30.On December 14th their investment was 
worth about $17,000. 

Even some hackers with a bigger piece of 
the pie seem ambivalent about their new for- 
tunes. Eric Raymond, the unofficial spokes- 
man of open source, is on the board of va Li- 
nux. He owns 150,000 of the firm’s shares, 
currently worth about $26m, and admitted 
in an open letter this week that he is now 
“absurdly rich”. He said: “Fairness to the 
hackers who made me bankable demands 
that I publicly acknowledge this result—and 
publicly face the question of how it’s going to 
affect my life and what TI do with the mon- 
ey. Megabucks are power, and with power 
comes an obligation to use it wisely.” 

The same goes for the Linux firms. With 
sudden wealth, they can now invest in the 
kind of advanced software engineering that 
Linux will need to compete at the high end of 
corporate computing, where Microsoft is 
also heading, with Windows 2000. Further- 
more, they can now make Linux easier to use 
and seed the market for applications, where 
the program lags far behind Windows. Is Mi- 
crosoft quaking? No, but this week the com- 
petition did become a little tougher. 


Japanese Telecoms 


Who needs 
NTT? 


TOKYO 


EB-SURFERS in Japan could soon pay 

little more than Americans and Euro- 
peans for using the Intemet, instead of up to 
five times as much, as they do now. The 
stranglehold that Nippon Telegraph and 
Telephone (nt) has had over Japan’s do- 
mestic telephone tariffs is being prised loose 
by newcomers who have found ways to 
avoid the giant firm’s network. Until now, e- 
commerce in Japan has been smothered by 
the country’s high telephone charges. But 
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NTT is in their sights 


not, perhaps, for much longer. 

In America, two out of three households 
already receive cable television and, when 
systems are upgraded, should be able tousea 
cable modem for high-speed Intenet access. 
By contrast, fewer than onein three Japanese 
households are passed by cable. Hence, al- 
though several cable-television companies 
in Japan, including Jupiter and Titus, offer 
Internet connections at flat rates of around 
¥6,000 ($59) a month, nobody expects them 
to have much effect on e-commerce. 

In Japan, the telephone system (or some- 
thing like it) offers the only way for Japanese 
firms to do business over 
the Internet. Yet ntr has a 
monopoly over the “local 
loop”, ie, the final kilometre 
or so between the branch 
network and the house or 
office. Currently, people us- 
ing a modem to dial up the 
Internet have to pay NTT at 
least ¥10 for every three 
minutes spent online. That 
is in addition to the access 
charge of some ¥4,000 a 
month that they pay their 
Internet-service provider. 
Even modest users can easi- 
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NTT was shamed into lowering the monthly 
fee, to ¥8,000. 

Unsatisfied, Sony is planning to bypass 
NTT altogether using its own telecoms net- 
work built around wireless local connec- 
tions. The consumer-electronics firm has 
now been granted a licence to offer high- 
speed telecoms over its own circuits. During 
the next three years, Sony will invest ¥10 bil- 
lion to build a network of relay stations in the 
greater Tokyo area and central Japan. The 
service will start next July 

But ntT's biggest local rivals will be Japa- 
nese utilities. Between them, Japan’s ten re- 
gional electricity suppliers 
own the second-largest fi- 
with ==> bre-optic network in the 

“| country, measuring 160,000 
kilometres and growing. 
The largest utility, Tokyo 
Electric Power Company 
(Tepco), recently joined 
forces with Microsoft and 
Softbank, a Japanese soft- 
ware and media conglom- 
erate, tooffer unmetered In- 
ternet access. The new 
venture, called SpeedNet, is 
to be online before next 
summer and will probably 





ly wind up paying monthly 
fees of ¥15,000 or more for the ieee of us- 
ing e-mail and surfing the web. 

Having seen the Internet take off else- 
where, the Japanese authorities have been 
pressuring NTT to lower its charges. On No- 
vember ist the dominant carrier’s two re- 
gional telephone companies, NTT East and 
nttT West, started trials of a flat-rate Internet- 
access service. Originally, the telephone 
companies had planned to charge ¥10,000 a 
month for unlimited access, but after No- 
buyuki Idei, the president of Sony, fumed in 
public about the monopolist’s “exorbitant 
rates” and its dead hand on e-commerce, 


charge a flat fee of less than 
¥4,000 a month. Other utilities are also plan- 
ning soon to roll out similar services in the 
rest of Japan. 

For the main arteries of its network, 
SpeedNet will use 64,000-kilometres of Tep- 
co’s high-speed data links, which are strung 
along the streets and railway lines of greater 
Tokyo, sharing poles and conduits with its 
electricity cables. The final few hundred me- 
tres to the house will be crossed with a wire- 
less connection, using transmitters mounted 
on Tepco’selectricity poles and tiny receivers 
plugged into a subscriber’s personal com- 
puter. The pc receiver is reckoned to cost 
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around ¥20,000, little more than a conven- 
tional modem in Japan. 

By bypassing nTT’s network altogether, 
SpeedNet will avoid having to pay the domi- 
nant carriers interconnection charges, 
which independent telephone companies 
reckon amount to a third of their total oper- 
ating costs. As a bonus, SpeedNet’s custom- 
ers will be able to plug into the Internet at 
warp speed, using connections that are more 
than 100 times faster than a dial-up modem. 

NTT’s woes do not end there. In Septem- 
ber the Ministry of Posts and Telecommuni- 
cations said it would let independent carri- 
ers connect direct to nTT’s network at the 
“main distribution frame”, where the tele- 
phone wires leave Nt1’s local exchange. Traf- 
fic can therefore bypass Nrt’s switchboards, 
which means that the former monopoly 
cannot measure the connection time and in- 
dependent firms can thus provide a continu- 
ous Internet connection for a flat fee. This 
ministerial mischief is aimed at ushering 
ADSL (asymmetrical digital subscriber line) 
services into Japan at costs comparable to 
those in the United States—ie, less than 
¥5,000 a month. Abst is a technology that 
converts old twisted copper wire lines into 
fat broadband pipes. 

One of the first to apply for a licence to 
bypass Ntt’s exchanges is a consortium 
headed by Mitsui, a trading company. The 
alliance brings together 15 of Japan’s most 
ambitious Internet firms, including Fujitsu, 
Nec and America OnLine, as well as such in- 
dependent telephone carriers as ppi and Ja- 
pan Telecom. The group intends to start a 
high-speed, unlimited Internet service for 
less than ¥5,000 per month by next year. 

With somany new telecoms firms, NTT is 
going to have to rethink its age-old strategy of 
loading all its sunk costs on every new ser- 
vice it offers. The arrival of fresh competitors 
could also lead it to accelerate the introduc- 
tion of optical fibre to the home—it is cur- 
rently due only in 2010. 

Long before then, Japanese surfers will 
have found other ways of gaining broad- 
band access to the Internet. And once they 
do, they will use their permanent Internet 
connections not only to shop, and receive 
their television and video programmes, but 
also to make all their telephone calls. 

keas a 





Cartels 


Snapped 


66 FCOR sale: 140,000 tonnes of rubber. One 

slightly careless owner.” Such could be 
the epitaph for the International Natural 
Rubber Organisation (1nRo), the cartel of 
rubber-growers and consumers, which has 
come toa sticky end. Its former members met 
in Kuala Lumpur this week to decide how to 
sell a huge “buffer stock” of natural rubber 
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No bouncing back 


left after the cartel’s demise in October. 
When that disappears, the final traces of 1n- 
RO will disappear with it. 

Rubber was introduced into Asia by the 
British, whose traders smuggled seedlings 
out of Brazil in 1876 and brought them to 
plantations in colonial Malaya, breaking the 
Brazilian rubber cartel. By 1900, a “rubber 
revolution” on the Malay peninsula saw the 
trees replace almost all other cash crops. 
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More recently, lower-cost countries such 
as Thailand and Indonesia have taken most 
of the market, while Malaysia has begun to 
grow higher-value crops, such as palm oil. Its 
government turned against ıNRO because it 
thought that the nation’s development 
would be hindered by making rubber plant- 
ing more lucrative than it deserved to be. Ma- 
laysian interests also shifted from producer 
toconsumer,as it became the world’s biggest 
maker of surgical gloves. 

But 1nro had more fundamental pro- 
blems. Like most of the cartels that preceded 
it, including sugar, tin and tea, it failed to 
keep the market at bay. ınro was leaky, be- 
cause hundreds of “smallholder” planta- 
tions and other producers operated outside 
the cartel. And rubber consumption is slow- 
ing as more passenger-car tyres are made of 
synthetic rubber, leaving truck and aircraft 
tyres (which need the tougher natural pro- 
duct) as the main markets. 





Because INRO contained both producers 
and consumers, there was also conflict be- 
tween its members. Although all agreed that 
the aim was price stability, importers and ex- 
porters in nro wanted to push prices in op- 
posite directions. The cartel could not stretch 
enough to accommodate both. 

This tension, which had existed for 
years, finally became unbearable in the 
Asian financial crisis. Before the crisis, InRO’s 
members had agreed on a price band, below 
or above which the cartel would intervene, 
But the prices were defined in local curren- 
cies, a combination of the Malaysian ringgit 
and the Singaporean dollar, whereas the 
producers of the end products pay in Ameri- 
can dollars or yen. Although rubber prices 
have fallen sharply since 1995 (see chart), ın- 
RO did not intervene, because the rubber 
price was going up in local-currency terms, 
as those currencies devalued. 

Importing countries thought this within 
the rules. But Thailand, the biggest producer, 
was outraged. Although it made money as a 
result of the crisis, it would have made much 
more if 1nro had in fact intervened. Early 
this year, both it and Malaysia quit 1nRo, 
killing the cartel by depriving it of mostof the 
fees it needed to intervene in the market. 

INRO’s demise is no tragedy. When it was 
created in 1979 rubber prices were rising fast, 
as the price of synthetic rubber climbed be- 
cause of the oil crisis. Importers wanted to 
bring order to the market. For a while it 
worked, but ata cost. By limiting the amount 
by which prices later fell, iro encouraged 
over-production and the perpetuation of 
nearly halfa million small, inefficient rubber 
plantations where workers earn some of the 
lowest wages for the drudgery of collecting 
meagre latex dribbles from each tree. 

So goodbye and good riddance? Not 
quite yet. At Inro’s wake this week some ex- 
porting countries were talking of reinventing 
the cartel as a producers’ club more along the 
lines of opec. Will Indonesia and Thailand 
succeed where an entire industry failed? Un- 
less the world suddenly depends on rubber 
the way it does on oil, itis hard to imagine the 
rubber barons bouncing back. 








Angus Reid/Economist poll 


Bugging people 


H* the millennium bug been crushed? 
The world must wait until January 1st 
to see if all those y2x projects have done the 
trick. But the nerds seem to have persuaded 
us that disruption will not be serious and on 
new millennium’s day, life will carry on. 
That emerges from the latest world poll, 
carried out by Angus Reid for The Econo- 
mist. The Canadian polling firm inter- 
viewed representative adult samples in 21 
countries from mid-November to early De- 
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ember—nearly 12,000 respondents 
nall. 

We asked our sample if they 
hought the bug would cause “seri- 
wms and widespread economic dis- 
uption” in their country, or “some 
conomic disruption, but not seri- 
wus” or “little or nodisruption”. Some 
%, weighted by population, said 














greatly. In America and Canada, only 
2% expect really serious trouble, asdo 
4% in Britain. However, widespread 
disruption is expected by 10% of French, 12% 
of Japanese and 14% of Turks, South-East 
Asia is also worried. In South Korea and Ja- 
pan, roughly three-quarters of those express- 
inga view expect at least some damage. 
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Overall, the proportion saying 
that they will avoid nothing is a high 
68%. Again, the figure conceals large 
variations. For example, 90% of Span- 





















iards and 89% of Italians plan tocarry 
on as normal. By contrast, that is true 
of only 52% of South Koreans, and 
53% of Egyptians. 

Nevertheless, some businesses 
are going to take a hit—especially air- 
lines. When asked if there was any- 
thing they would avoid on millenni- 
um day, around a fifth of Americans 
and Canadians volunteered that 
they would refuse to fly, despite their 
optimism in this poll. By contrast, 
very few Italians and no Spaniards 
would not fly (see table). Very few 
people anywhere say they will not 
drive; use lifts, or travel on trains and 
the underground. 

Our poll prompts one thought. 
The reaction against genetically 
modified food has led to talk of a cri- 
sis of public confidence in science. 
People are no longer, it is said, ready 
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men 


to trust the experts when they assure 
the world. Yet, for most people, the 


n only reason to think that the bug is 





For the purposes of planning, what mat- 
ters is how people behave. Will they refuse to 
fly? Will they refuse to buy? Might many 
confine themselves to the safety of their own 
homes (if safe they be)? 


safe is that experts say so. And, al- 
though events may prove the scientists 
wrong, most people seem inclined to believe 
them. Evidently, people can still be persuad- 
ed by scientists, provided itis done right. 





Monetary pest contro 


HOSE knowledgeable and optimistic 
Americans probably owe a lot to their 
government, which has done more than 
any other to tackle the millennium bugand 
| its possible effects. Nowhere is this truer 
than in American banking. Having cajoled, 
advised and ordered banks to do some- 
thing about their computer systems, Amer- 
ican regulators are now convinced that all 
American banks have prepared their sys- 
tems for the turn of the year (or so they say). 
Some regulators, indeed, claim that taking 
money out of a bank would actually be 
riskier than leaving it be: in America, after 
all, carrying wads of cash around is an invi- 
tation to thieves and muggers. But just in 
| ease anyone is not reassured, the Federal 
Reserve is now throwing money at the pro- 
blem as well. 

The Fed has relaxed the standards of 
collateral that banks must deposit to get 
cash. It has also sold banks hundreds of bil- 
| lions of dollars of “liquidity options”, 
which allow buyers to borrow money 
| from the central bank at a set spread over 
| the federal funds rate. Most dramatically, 
| the Fed has allowed a large expansion of 








THE ECONOMIST DECEMBER 18TH 1999 


credit and thus the money supply. 

Although this growth looks fairly unre- 
markable compared with last year, in re- 
cent weeks m3, the broadest measure of 
money, has been growing at a rate equiva- 
lent to roughly 15% a year—its fastest for 
many years. Much of this increase is ac- 
counted for by an increase in banks’ re- 
serves, which grew by some 60% in Sep- 
tember and October. For its part, the Fed 
has lent banks billions of dollars. Banks, it 
is clear, have oodles of money. 

Is this worrying? The short answer is: 
nobody knows. If the world does fall apart 
come January 1st, then the Fed will just 
look prudent. And perhaps, come the new 
year, banks will run down their reserves 
and the Fed will rein in the money supply. 
This is not that tricky: the Fed has only to 
sell, instead of buying, bills and bonds. 

On the other hand, a dramatic growth 
in bank lending is just what America’s tur- 
bo-charged economy does not need, espe- 
cially as,on some measures, the Fed’s mon- 
etary policy is already overly lax, despite 
three interest-rate rises this year.Goldman 
Sachs’s index of financial conditions, 





which includes the effects of the stock- 
market on monetary policy, shows that 
money is not much tighter than at the start | 
of the year—and is much looser than in 
October—largely because the stockmarket 
is booming. Bill Dudley, Goldman’s chief 
economist, reckons that this might imply 
growth in Gp of some 5% next year. Such a 
rateis unsustainable {asis the growth in the 
money supply) without sparking inflation. 
In other words, in stamping on one millen- 
nial problem, the Fed may have fed the 
growth of another. 
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Feed the world 


Dekel Golan, the chairman and chief executive of African Plantations Corporations, has big 
plans for the huge farms that southern Africa’s governments are selling 


FRICA, the continent that does not feed it- 
self, could one day feed the world. A lun- 
atic proposal? Dekel Golan thinks not. Parts of 
Africa have rich’soil and enough sunshine and 
water to support two crops a year. With inno- 
vative ideas and good management, the conti- 
nent could, he believes, become the larder to 
the world. And to make his point, he has in- 
vested $30m in tea and coffee plantations in 
southern Africa. 

The founder of African Plantations Cor- 
porations (Apc) is scarcely more conventional 
than his dream. An Israeli, he has been, in pre- 
vious incarnations, a soldier, a university lec- 
turer and a carpenter in his home country. But 
about ten years ago his wife complained that 
making tables and chairs did not bring home 
enough money. 

After spells in chemicals, food and retail- 
ing, Mr Golan decided that he wanted to be his own boss. In 1993 
he set up with a partner and got into commodities. At a time when 
the market for silver was bleak, they began buying mines. Relying 
on Russian-Jewish geologists who had recently migrated to Israel, 
they bought mineral concessions in the newly independent states 
of the former Soviet Union. 

Then Mr Golan discovered coffee. “I realised that coffee of- 
fered a fantastic opportunity. Coffee was being grown as it was 100 
years ago. There had been absolutely no technological develop- 
ment, no green revolution in coffee. Even in Colombia and Brazil 
there had been no imagination, and very little research into new 
strains or increased output.” 

Coffee needs space, sunlight, water and cheap labour. Africa 
has them in abundance; and African governments are privatising 
their state farms. It costs about $5,000 tocleara hectare of bush and 
plant it with coffee. That hectare will produce up to four tonnes of 
high-quality Arabica coffee, worth some $3,000 a tonne these days 
(see chart). Backed by George Soros and others, who had discov- 
ered that he knew whathe was talking about in silver and minerals 
in the former Soviet Union, Mr Golan rushed to buy. He found two 
state-owned plantations in Zambia that were producing little. 

He was wamed off by the estates’ previous manager, whom he 
hired as a consultant: too many problems, the man said. But he 
bought them anyway, for $130,000—and then began to learn why 
Africa is the way it is. 

The first predator he met was the Zambian government: thees- 





was complete, at least one actually died of 
starvation. Mr Golan had to bring in lorry 
loads of maize to keep the rest alive. 

The consultant tumed out to be right 
about management. Fertiliser, for example, 
would arrive late, and late fertiliser is as good 
as no fertiliser. But Mr Golan pressed on, buy- 
ing estates in Tanzania, Malawi and Zimba- 
bwe, and refurbishing and expanding them. 
He cleared land, built dams, planted out new 
strains of coffee bush and laid pipelines to 
drip feed the plants with water and fertiliser. 
By the end of last year arc had invested $15m 
in infrastructure and new equipment in all 
four countries. It is now planting 800 hectares 
a year with tea and coffee and is probably the 
largest non-mineral development firm in Af- 
rica outside South Africa. 

The weather and disease are worries for 
MrGolan, but the biggest problem is people. Finding good manag- 
ers who are prepared to work in remote rural areas is hard. Most 
are white Africans at present, but arc is building a school and Mr 
Golan says he intends toemploy more Zambian university gradu- 
ates. Nevertheless, in a continent where education is a way to the 
city, a suit and an office job, finding well-qualified people to stand 
in the open fields all day will not be easy. 


Heain’t Tiny, he’s a brother 


Last year Mr Golan and some partners tried to take over the re- 
mains of Lonrho, a sprawling company with agricultural interests 
that was founded by the late Tiny Rowland. Rowland ran it by be- 
friending and bribing African politicians and employing masses 
of low-paid workers. Mr Golan failed in his bid; but ever since, 
people have been talking about him as the new Tiny Rowland. 
Mr Golan hates the comparison, and insists he is different. He 
wants a high-tech operation that uses machines to pick coffee, 
with, he says, 100 skilled people rather than 1,000 unskilled people. 
He has already started knocking down the compound that previ- 
ously housed the workers. He believes his employees should be re- 
sponsible for their own lives and homes. He would like the estates 
to become skill centres. He wants to create a middle class in the 
area. And he is in for the long haul: in one comer of his favourite 
plantation in Zambia he is planting mahogany and other slow- 
growing African hardwoods for his grandchildren. Eventually, he 
wants to diversify into soft fruit, vegetables and flowers. Unlike 





tates had not been paying their bills for nail 
two years, but the electricity and tele- | Grounds for 
phone companies, being fellow state- 
owned organisations, had not taken any 
action. A privatised company, on the oth- 
er hand, was a fat milch cow for the Zam- 
bian bureaucracy. Mr Golan rolls his eyes 
and shakes his head at the memory. 

He also learned that hunger was no 


Arabica coffee price, New York, cents per Ib 


coffee, soft fruit needs instant delivery. Mr 
| Golan has an eye on a redundant Zam- 
bian air-force base nearby. 

Mr Golan is the kind of businessman 
that Africa desperately needs. He wants to 
get rich, but he wants the continent to get 
rich with him. He has much going for him: 
wealthy investors, a good reputation and 
a plausible strategy. But one daunting fac- 





stranger, even in an area that he wanted to 
turn into a food exporter. Negotiations 
with the government for the sale of the es- 


tate dragged on for six months. Hunger set 1997 98 
Source: International Coffee Organisation 





inamong the workers and, before the deal 








tor will work implacably against him. Mr 
so} Golan is taking on not just coffee and fruit 
sk and vegetables, but Africa’s long history 
99 of defeating the grand plans and high 
hopes of outsiders. 
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Broadview 


UNITRODE 


has been acquired by 
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Pending October 1999 


has acquired 


$985,000,000 
January 1999 


MMUNIC/ 


Bring together M&A transaction leadership with superior industry insight, and you 
ething new beginning to take shape: opportunities. In IT, communicatio and 


media, one firm specializes in creating these opportunities. Broadview. With offices 
in the US, Europe and Asia. Reach us at 888-Broadview or at www.broadview.com, 


BROADVIEW 


Opportunities created here. 





Trust is 





In a global marketplace that runs on 
the power of information, knowledge 
is everything 


At Deutsche Bank, we have a broad 
and deep understanding of the 
Internet — and of the industries it is 
reshaping. Our research analysts and 
investment banking professionals 
have been unearthing trends and 
breaking boundaries in eCommerce 
since 1992 - when we lead-managed 
the world's first Internet IPO, for 
America Online 


Creative thinking based on experience 
you Can trust — another reason why 
Deutsche Bank is leading to results 
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Deutsche Bank 





AMSTERDAM AND FRANKFURT 


The lion’s friendly approach 





FINANCE AND ECONOMICS 


ING’s attempt to buy a big French bank has been thwarted, for now. The 
episode says much about both Dutch ambition and French intransigence 


A THE chairman of inc, one of Europe's 
if’ X biggest financial-services companies, 
Godfried van der Lugt likes clarity. He pulls 
out a slide, littered with colourful shapes, 
showing its activities around the world. The 
wed circles, he explains, mark areas of market 
leadership, while green squares signal the 
need for organic growth. And the blue trian- 
gles? “That’s where we're planning acquisi- 
tions,” he replies, his eyes twinkling. “You 
don’t get strategy much clearer than that.” 

This week, rne learned that clear inten- 
tions do not always produce clear outcomes. 
It made no secret of its desire for Crédit Com- 
mercial de France, in which it has built a 19% 
stake over the past year. On Friday Decem- 
ber ioth, it bid €10 billion ($10.2 billion) for 
CCF, some 15% more than cce’s market value, 
which had been driven up by speculation 
about a takeover. By the time Europe's mar- 
kets reopened on Monday, however, ING 
had scurried to withdraw its bid, after CCF 
was unenthusiastic. It may have been the 
shortest takeover battle in history. 

Were ING to bag ccr, it would mark a 
milestone for European banking. France has 
seen one hostile bank takeover this year, but 
for all the talk of cross-border mergers, for- 
eign banks looking for a Parisian foothold— 
among them Germany's Deutsche Bank and 
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inc’s Dutch arch-rival asn AMRO—have 
been sent packing. ING came closest to 
changing that. What went wrong? 

inc claims to be baffled by ccr’s snub. 
The two co-operate already in a number of 
areas and InG has a seat onccr’s board. ING 
says they had been discussing a tie-up for 
several months, and seemed a good fit: 1Inc’s 
global expertise in insurance and invest- 
ment banking would complement ccr’s 
strength in French asset-management and 
corporate banking. And 1nc’s offer pan- 
dered to French sensitivities, with no lay- 
offs, and plum jobs for ccr’s bosses. 

cer presents a different story. It charac- 
terises the bid as rushed and short on detail. 
It was also miffed at the 48-hour deadline 
that inc had attached for a recommenda- 
tion of its offer. ccr may simply be holding 
out fora higher price, given the rarity value of 
a French bank on the block. But there may be 
another explanation for its snub. When 
inc’s bosses met Jean-Claude Trichet, gover- 
nor of France’s central bank, he is said to 
have expressed reservations about what 
would be the first foreign takeover of a 
French bank. ccr may have felt that things 
could not move forward without the regula- 
tors’ blessing. 

What next? ccr remains in play, as few 





think it big enough to survive without a 
partner in a unifying Europe. A bidding war 
is one possibility. vc is not alone in owning 
alarge chunk of it:so do Kec, a Belgian bank, 
and Swiss Life. xec lacks 1nG’s muscle, and 
has ruled outa bid for now. Swiss Life, which 
has several insurance joint ventures with 
ccr, is more reticent. A friendly deal with 
ING, perhaps on sweeter terms, once “cultur- 
al misunderstandings” have been ironed 
out, remains a possibility. inc is no stranger 
to rebuilding bridges. In 1992 it launched a 
failed bid for Belgium’s Bank Bruxelles Lam- 
bert. Much buttering-up later, in 1997, BBL 
agreed to be taken over by ING. 

A French takeover would burnish 1nc’s 
reputation as one of European finance’s 
brightest stars. When it was formed in 1991 
from the merger of a Dutch bank and a 
Dutch insurer, few fancied its chances. Since 
then, its market capitalisation has grown 
twelvefold, pushing it ahead of Deutsche 
Bank and Credit Suisse, while profits have 
taken off (see chart). 

Its growth owes much to a carefully 
picked series of acquisitions. In 1995 it 
snapped up what was left of Barings after 
Nick Leeson had ravaged it. It has since 
bought pat, Germany's BHF Bank, and, in 
America, Furman Selz, an investment bank, 
and Equitable of lowa, an insurer. 

Its emblem may be a lion, but 1nc’s take- 
over style involves more cooing than roaring. 
The formula: pick a target with good manag- 
ers, take a small stake, win its trust, and then 
propose a takeover. After the deal, leave the 
acquisition largely alone to sell its own pro- 
ducts alongside inc’s. “We would never doa 
deal that involved changing the manage- 
ment or the name,” says Mr van der Lugt, 
who has ruled out a hostile takeover of ccr. 
Managers from three acquired firms soon 
joined 1nc’s seven-man board. 

Other banks have tried this hands-off, 
multi-brand approach, and most have 
failed. ıng argues that it has a better chance 
than others of making it work, because it has 
long operated a federal corporate structure 
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FINANCE 
in the Netherlands. It also thinks it can make 
a better fist of bancassurance—selling insur- 
ance through banks and vice versa. It now 
sells just under a fifth of its Dutch insurance 
in banks. Everything it does is geared to- 
wards giving equal weight to banking and in- 
surance: Mr van der Lugt is a banker; his 
anointed successor, Ewald Kist, who takes 
over next June, cut his teeth in insurance. 
1NG’S finance chief, Cees Maas, claims 
that the group reaps “huge benefits” from its 
mix of banking, insurance and fund man- 
agement. An example is Libertel, a Dutch 
mobile-phone operator. ınG financed its 
early growth through an equity stake (taken 
by the fund-management arm) and a loan 
(by the bank). This year inc Barings, the in- 
vestment bank, brought Libertel to market, 
selling the offering through 1nc’s Postbank 
network and insurance agents, netting Inc a 
€1.4 billion profit on its investment. 

The strategy has risks too. One is that, 
with so many irons in the fire, nc becomes 
too unwieldy to manage. Despite a recent 
management overhaul, says Robin Mitra of 
Credit Suisse First Boston, investors still fret 
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about lack of focus. Another riskis thatinc’s 


kid-glove approach to acquisitions, not a 
worry in good times, amplifies problems in 
bad times. Huge losses at inc Barings’ emerg- 
ing-market desks during last year’s crisis 
were partly due to lax oversight from Am- 
sterdam, say insiders. The investment bank, 
halfway through a three-year reorganisa- 
tion, has since switched to a “product range 
tailored to customers’ wishes”. In other 
words, no more wild proprietary trading. 
Despite these concerns, ING sees no end 
to its buying spree. Apart from ccr, it wants 
another American insurer and enough asset 
managers to raise it into the top ten world- 
wide, from number 20 now. Butit is sceptical 
of deals other than the niche takeovers it has 
tried and tested. Itis not interested in a merg- 
er with a similar-sized bank—above all not 
with ABN AMRO, whose: advances it re- 
buffed earlier this year. It has no time for alli- 
ances either, even when takeovers prove 
tricky. “You don’t increase value by having 
lunch with another bank’s chairman, then 
swapping 5% stakes,” says Mr van der Lugt. 
Back to those blue triangles. 
a 





European takeovers 


Barriers to entry 


Takeover practices across Europe are in need of greater clarity and 
transparency. The markets may be better than the EU at providing them 


ce ILL greed triumph?’ wondered 

Germany’s mass-market Bild Zeit- 
ung. “Takeover? Was ist das?” retorted Brit- 
ain’s Daily Telegraph. The hostile takeover 
bid by Britain’s Vodafone AirTouch, a mo- 
bile-telephone company, for its partner, 
Mannesmann, has highlighted the gulf be- 
tween German and British takeover practice, 
and, more generally, between British and 
continental capitalism. For years, the Euro- 
pean Commission has been trying to im- 
pose some British discipline on the rest of Eu- 
rope through an agreement on a takeover 
directive, which would set an Eu-wide code 
for corporate mergers and acquisitions. 
Hopes of a breakthrough at this month’s 
Helsinki summit were dashed. Spain refused 
to withdraw its objection to the directive be- 
cause of its disagreement with Britain about 
the status of Gibraltar. The upshot: harmoni- 
sation of Europe’s takeover practices seems 
tobe as far away as ever. 

But matters are not as bleak as they ap- 
pear. First, the directive is not a panacea. It 
has been the subject of impassioned debate 
for three years, and deep national differ- 
ences mean it has been watered down to the 
pointof irrelevance. Second, the capital mar- 
kets themselves are beginning to create pres- 
sure for reform at a national level. 

The advent of the euro at the beginning 
of the year has prompted a rush of cross-bor- 
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der investment. So companies now have 
substantial foreign shareholders. Pension 
funds, previously restricted to their home 
markets, are now free to invest across the 
euro zone. Minority shareholders are de- 
manding transparency and fairness. And 
countries are learning that an effective take- 
over code can be a competitive advantage. 

Germany is at the fore- 
front of this move. A com- 
mission is already working 
on a law to replace its inef- 
fective voluntary takeover 
code, Just as Finanzplatz 
Deutschland, a lobby set up 
to promote Frankfurt as a fi- 
nancial centre, emulates the 
City of London, so German 
reformers are striving to 
create a market for cor- 
porate control as vigorous 
as Britain’s. 

This year alone a num- 
ber of European bid battles 
have demonstrated the 
need for reform. In the 
Netherlands, tvmu, a luxu- 
ry-goods firm, and France’s 
Pinault group were able to 
take stakes of over one- 
third each in Gucci, a rival, 
without being forced to bid 









for the company. In France, Société Généra 


and Paribas, two banks that had agreed 1 
merge, sold shares in snp, a third bank thi 
had made a hostile bid for both. The sale 
which could be interpreted as creating a fal: 
market in the shares, were only disclose 
days later. In Italy, Olivetti, an: electrica 
equipment group bidding for Telecom Itali 
failed to make an offer either for non-votir 
shares in the company or for minority share 
in its 60%-owned mobile-phone subsidiary 

All of these practices would have bee 
impossible under Britain’s long-establishe 
non-statutory takeover code. It has. clez 
tules about the level of shareholdings abov 
which a general offer must be made for allc 
a company’s shares (30%), and above whic 
a bidder has control (§0%). Strict rules abot 
trading in the bidder's or target’s shares pre 
vent the creation of false markets. And m 
nority shareholders are protected by prov. 
sions insisting that they must be treate: 
equally—in terms of price and informatior 
Moreover, in Britain, companies must ot 
serve a strict takeover timetable, which, ur 
less concerns about competition cause de 
lays, should limit bids to 60 days. 

Unfortunately, the proposed gu direc 
tive does not succeed in extending this re 
gime to the rest of Europe. Because of all th 
compromise, what remains is a “frame 
work”, leaving immense latitude to membe 
governments, The directive as drafted wouk 
not in itself have prevented any of the egre 
gious behaviour outlined above. 

This is not to say reform is a mirage. Th 
capital markets seem to be taking matter 
into their own hands, Incumbent manager 
are finding that shareholders, particularh 
foreign ones, are not amused by their tactics 
The Gucci, Olivetti and French bank battle 
all attracted unfavourable internationa 
comment. The chiefs of France’s rival bank 
grumbled, but they still assiduously. wooec 
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reign shareholders and press. 

Indeed, in Germany, reform of the take- 

over code is part of a broader overhaul of its 
ntire corporate law. The current code, intro- 
luced in 1995 and modelled on Britain's, has 
roven ineffective, because it is voluntary 
ind there are no sanctions against offenders. 
dowever, official tolerance of companies 
that flout the code is weakening. The Deut- 
che Börse, Frankfurt’s stock exchange, refus- 
ts to list new companies until they subscribe 
it. The new financial-markets law will give 
the code legal force and fill in gaps. It is likely 
© recommend lowering the level of share- 
nolding at which a general bid is triggered, 
om 50% to nearer 30%. 

But will other European countries follow 
juit? After all, Britain has long enjoyed the 
larity of its code without inspiring conti- 
rental countries to mimic it. The sight of Ger- 
many cavorting with the enemy might, how- 
ever, be just the spur other countries need to 
dismantle their own defences. 





Japanese savings 
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FINANCE AND ECONOMICS 


Mrs Watanabe learns to invest 


TOKYO 


Will the small saver spark a financial revolution in Japan? 


667 TT HERE is only one word todescribe the 

state of mind of the typical Japanese 
saver,” says Yoneo Takeda with a theatrical 
waggle of his finger: “Turmoil!” 

Mr Takeda is an independent financial 
adviser, a member of a profession that bare- 
ly existed in Japan a few years ago. But that 
was before grubby scandals and bankrupt- 
cies sullied the industry. Now, financial ad- 
vice has become a precious commodity and 
Mr Takeda isa television celebrity. His indus- 
try, meanwhile, is flourishing. This year, 
20,000 hopefuls took the industry exams 
and 1,300 passed them, more than eight 
times the number in 1995. 

These advisers are eyeing what is the fi- 





Summers’ lease 


HE world is not exactly short of pro- 

posals for reforming the 1mr. Whole 
forests have been felled in recent years, as 
pundits, academics and politicians have 
laid out their visions for the world’s main 
international financial institutions. So 
have members of those organisations 
themselves (see Economics focus, page 
133). On December 14th, Larry Summers, 
America’s treasury secretary, added his 
(latest) blueprint for the imr's future. Sad- 
ly, his vision was blurred. 

He argued that the ir should focus 
its lending on emergencies and stop being 
a lender of first resort for developing 
countries. The imr, he said, “must be in the 
front line of the international response to 
financial crises”. But it should not be “a 
source of low-cost financing for countries 
with ready access to private capital, or 
long-term welfare for countries that can- 
not break the habit of bad policies.” 

To foster that end, Mr Summers called 
for a streamlining of mF lending down to 
three basic programmes: a short-term 
standby credit line for balance-of-pay- 
ments problems; a “supplementary re- 
serve facility” (srF) for countries suffering 
sudden capital-account crises; and a “con- 
tingent credit line” (ccL) to help countries 
ward off external contagion. He suggested 
that interest rates on standby loans 
should be sharply raised, to deter coun- 
tries from using them unnecessarily. And 
he wants the imr to focus on helping 
countries graduate from its assistance. 

This is somewhat self-serving. Of the 
three instruments that Mr Summers be- 
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lieves the Fund should retain, his Treasury 
devised two—the srr and the cc1 (though 
the ccı has never been used, largely be- 
cause no eligible emerging economy has 
applied—fearing, perhaps, that the first 
applicant might be punished by the mar- 
kets). Such carping to one side, however, 
these are sensible suggestions: they 
amount to an effort to reassert the Fund’s 
role as a short-term lender and move it 
away from the job it has taken on, that of a 
development agency. 

But if that is the intention, it is hard to 
understand why Mr Summers repeated in 
the same speech that the mr and World 
Bank should focus on growth and poverty 
reduction in the poorest countries. A 
streamlined imr that focuses on short- 
term crisis lending would not be involved 
with the very poorest countries at all. 

Mr Summers, it seems, wants to have 
his cake and eat it too. The imr, he says, 
should take a back seat to the World Bank, 
but still be involved with the poorest 
countries. That is largely because its subsi- 
dised funds are an important source of fi- 
nance, that in today’s anti-aid environ- 
ment would be hard to find elsewhere. Yet 
he also wants to propose a narrower remit 
for the imF, mainly to pacify its congres- 
sional critics. Congress has set up a com- 
mission of outside experts that is due to re- 
port in the New Year. It will argue for 
rolling back the imr’s role. Cynics suggest 
that Mr Summers's speech was aimed at 
pre-empting this. But in trying to satisfy 
too many conflicting demands, it ended 
up rather a muddle. 





nancial world’s biggest pot of gold: ¥1,240 
trillion ($12 trillion) of household savings, 
mostly parked in banks, life-insurance com- 
panies and the post office. The usual expla- 
nation for this lack of adventure is that Mrs 
Watanabe, the archetypal housewife who 
holds the family purse strings, has been 
averse to risk, especially since the stock- 
market bubble burst in 1990. But there is an- 
other explanation—one offering more hope 
of change: until now, Japanese households 
have not taken their investment choices seri- 
ously, partly because government rules have 
stifled both choice and competition. 

With little variety on offer, savers have 
simply bought what has been sold to them 
on the doorstep—life insurance, from Ja- 
pan’s 300,000 “insurance ladies”; and time 
deposits, which graduate recruits at the 
banks used to sell door-to-door as their first 
job. A recent government survey captures 
these traditional attitudes. Asked about per- 
sonal responsibility when buying insurance 
and time deposits, nearly half ticked the box 
reading: “If told that was my own responsi- 
bility, would feel quite annoyed.” 

But attitudes are changing. Japan’s book- 
shops are filling their shelves with new paa- 
sonaru fainansu (personal finance) maga- 
zines, It is not only turmoil in the finance 
industry that is making people reconsider 
their savings habits. To ease huge unfunded 
pension liabilities, some of Japan’s best- 
known firms, such as Nippon Steel and Ko- 
matsu have announced they will cut their 





Its savings rates have sunk too 
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EEMINGLY, the only thing to be more 
buoyant than the yen this winter has 
| been the public profile of “Mr Yen”. That, in 
his market-moving days, was the nick- 
name attached to the charming Eisuke Sa- 
kakibara, a former deputy minister at Ja- 
pan’s finance ministry. Since leaving the 
ministry in September, Mr Sakakibara and 
his opinions seem to have featured even 
more frequently in Japan’s daily news 
broadcasts. So it was not a shock when, in 
November, the finance ministry threw its 
weight behind his bid to become the next 
boss of the mr. Now comes talk in Tokyo 
that Mr Sakakibara’s real ambitions lie 
rather closer to home. 

In the summer it was rumoured that 
Masaru Hayami, the governor of the Bank 
of Japan, the central bank, might be per- 
suaded to resign before the end of his term 
in 2003. That gossip has begun to circulate 
again. This time, however, it is coming not 
| just from the ministry, keen to avenge its 





Eisuke Sakakibara’s flights of fancy 


humiliating defeats at the hands of the 
Bank in battles over monetary policy. Be- 
hind the scenes, allies of the central bank 
are also applying some pressure, arguing 
that, at 74, Mr Hayami is too old and too 
bland a leader for a central bank that was 
granted legal independence last year. 
Suggested replacements include Yuta- 
ka Yamaguchi, one of the bank’s two depu- 
ty governors, and the equally impressive 
Toshihiko Fukui, the head of Fujitsu Re- 
search Institute, a private-sector think- 
tank. Mr Fukui was a deputy governor at 
the Bank and in line for the top job until he 
had to resign in 1998 to atone for scandals. 
Also in the frame, though, seems to be 
Mr Sakakibara. Among his chief qualifica- 
tions are his ties to the politicians of the rul- 
ing Liberal Democratic Party, nourished 
through years at the finance ministry. So 
some believe the campaign for control of 
the mr is a mere prelude to a bigger battle 
ahead. “I have not personally put my name 


forward,” demurs Mr Sakakibara (as he 
does, indeed, when asked about the mr 
job), adding that he ought not tosay wheth- 
er he would accept the job. He has been less 
reticent, however, about the talents of Mr 
Hayami, claiming that some of the gover- 
nor’s recent remarks misled the market. He 
has also said that a Bank governor should 
take responsibility for his remarks, and 
anyone who does not should go. 

The job is a political appointment, but 
under new laws Mr Hayami cannot be 
sacked against his will. He even has to sup- 
ply a good reason if he wants to go volunta- 
rily. If there were any chance that Mr Saka- 
kibara might replace him, Mr Hayami 
would almost certainly want to cling on to 
the end. The Bank and the ministry are still 
at odds over policy, and a former finance 
official as governor would hardly strength- 
en the Bank’s reputation for independence. 
Happily for Mr Hayami, however, Mr Sa- 
kakibara’s chances of the top job at the 
Bank seem even more remote than at the 
IMF. As one Bank-watcher puts it: “Proba- 
bly, the only person who thinks he will get 
the job is Mr Sakakibara himself.” 





company-pension benefits, Savers also suf- 
fer from the super-low interest rates that 
have been a feature of Japan’s economy for 
several years. 

The full effect of these low rates is only 
now being felt. Partly this is because life-in- 
surance policies typically offer guaranteed 
returns for 30 years or more. But now some 
life insurers want to break these promises. 
Also, the post office sells fixed-rate time de- 
posits. Over the next two years ¥106 trillion- 
worth of ten-year deposits (yielding 5-6%) 
will mature. The post office is now offering 
just 0.15% for ten-year deposits, so the gov- 
ernment thinks that nearly half of this mon- 
ey could be reinvested elsewhere. 


Lifeexpectancy 

Another force for change is the saturation of 
Japan’s life-insurance market. The Japanese 
have a peculiar penchant for its products, 
spending around $4,000 each a year on life 
insurance, four times as much as Americans 
or Britons. Takao Ino, an independent finan- 
cial adviser who used to sell insurance at So- 
ny Life, a subsidiary of the consumer-elec- 
tronics company, says this is partly because 
there is a basic confusion in Japan between 
savings and insurance. Typically, he says, 
people think of the two as inter- 
changeable—not surprisingly, since most 
Japanese life-insurance policies blend both. 
But as people come to understand that they 
have too much insurance, Mr Ino thinks 
they will begin to buy more savings products 
instead, such as investment trusts (mutual 
funds). Already, more and more money is go- 
ing into the stockmarket, via equity funds 
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(see chart). Kathy Matsui of Goldman Sachs 
compares Japan's mutual-fund industry to 
that of continental Europe three to five years 
ago. Savers were also said to be “culturally” 
more averse to risks than in Britain and 
America. Yet in the past three years German 
mutual funds’ assets have grown by nearly 
50%. In Italy, they have quadrupled. 

Small investors are also buying more 
shares directly. Last August, only one in ten 
deals on the Tokyo Stock Exchange involved 
retail investors. Now, they are party to nearly 
onein three. Because commissions for small- 
lot trades were not deregulated until Octo- 
ber, online trading began late in Japan, but it 
is growing quickly. Nomura, Japan’s biggest 
stockbroker and its most successful Internet 
brokerage, has opened more than 100,000 
online accounts, and is collecting new cus- 
tomers at a rate of 15,000 a month. 

No doubt, some of this enthusiasm will 
fade if this year’s stockmarket rally peters 
out. In local-currency terms, Japan’s Topix 





index has risen by nearly 50% this year. Bi 
the buying may not all turn out to be shor 
term. For a start, Japan is scheduled to intre 
duce its own version of America’s 401K po! 
table pension plan next year. Also, func 
management firms are putting more effo: 
into marketing. One example is Daiwa, 
stockbroker whose “Digital rr Revolutio 
Fund” pulled in more than ¥100 billion i 
just a few weeks in August. Garry Evans c 
HSBC, a Sino-British bank, is also impresse 
with the marketing skill of Jardine Flemin; 
an investment bank whose “£-Frontie 
Open Fund” taps into several fashions < 
once:e-commerce, electronics, energy, ecolc 
gy, entertainment and elderly society. 

The effects of these changes are not har 
to fathom. Just as in Germany and Italy, Je 
pan could soon witness the virtuous circle c 
more stockmarket investment, better coi 
porate governance at its big companie: 
higher profits and rising stock prices, whic 
in turn could encourage more investment i: 
the stockmarket, and soon. 

And that could have far-reaching conse 
quences. Already, for example, big Japanes 
companies seem to be taking corporate-gov 
ernance reform more seriously. Bloated com 
pany boards are shrinking, for instance, an 
the odd firm has even begun to introduc 
outside directors. But the debate so far in Ja 
pan has been curiously academic, being con 
fined mainly to business leaders, govern 
ment officials and newspaper leader writer: 
Shareholder capitalism could really turn ou 
to be a refreshing shock: a transformatior 
that comes not from above, but below. 
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The bumpy ride of Joe Stiglitz 


Much of Washington is celebrating the “resignation” of the World Bank’s 
turbulent chief economist. Presumably, therefore, he was a good thing? 


HEN Joseph Stiglitz said in Novem- 
ber that he would quit as the World 
Bank’s top economist, plausible specula- 
tion said that he had been forced out. Mr 
Stiglitz had made a great nuisance of him- 
self during his two years in the post, attract- 
ing attention with a series of speeches that 
rubbished the International Monetary 
Fund, especially for its policies in Russia 
and East Asia during the recent crises. That 
was bad enough, bearing in mind that the 
Fund and the Bank are supposedly sister 
institutions. But Mr Stiglitz also made time 
in his busy schedule to attack many of the 
Bank’s programmes and the thinking that 
lies behind them. In short, he cast himself 
as a scourge of the Washington establish- 
ment, By the end, his boss, the hitherto- 
supportive James Wolfensohn, had turned 
| less warm. 
l Did Mr Stiglitz do wrong? Policy advis- 
ers often have to decide whether to work 
quietly within the system, or to make a 
public fuss, causing external pressure to 
| bear down upon it. In the quest for better 
policy, it seems reasonable to argue, the 
question of tactics is secondary: whatever 
works is justified. And Mr Stiglitz certainly 
succeeded in stirring up debate. Even so, 
| his stance was odd. The Bank and the Fund 
are sure to make a hash of things unless 
they can co-operate—but when your 
partner embarrasses you deliberately and 
| repeatedly, the basis for co-operation is ab- 
| sent. As for Mr Stiglitz’s domestic criticisms, 
it must have been equally discouraging for 
Bank staff to read about their leader’s com- 
plaints in newspapers, rather than hear 











first-hand some actual proposals for doing 
better. And initially, at least, Mr Stiglitz 
lacked the excuse of seeing his ideas hit a 
wall of hostility within the Bank. On the 
contrary, it appears that Mr Wolfensohn, 
the Bank’s president, was all ears. 

In any event, Mr Stiglitz is heading back 
where all deep thinkers, weak managers, 
“free spirits” (Mr Wolfensohn’s term) and 
non-team-players probably best belong: 
on the outside. From now on it will be easi- 
er to judge his arguments on their merits. 

There is no doubting Mr Stiglitz’s dis- 
tinction as an academic economist. By it- 
self, his brilliant work on the economics of 
information assures him a Nobel prize 
(provided only that he lives long enough to 
collect it). But when it comes to practical 
policy Mr Stiglitz is, more often than not, 
the kind of economist who is better at say- 
ing what we don’t know than what we do. 

He rails against the specious simplicity 
of the “Washington consensus” (free mar- 
kets, global integration, macroeconomic 
stability) and especially against the mr’s 
“one-size-fits-all” attempts to impose it on 
the developing countries. The world is 
complicated, he says, and economic policy 
is plagued by too much uncertainty to war- 
rant such overbearing confidence. In many 
ways the charge that the imr has been dog- 
matic is unfair (on occasion it has been 
flexible to a fault). And, yes, the world is 
very, very complicated. But one often 
longed to hear less from Mr Stiglitz about 












what he would not do and more about 
what he would. Usually, his implicit rec- 
ommendations boiled down to the theore- 
tician’s perennial, maddening standby: 
better start from somewhere else. 

The new issue of Economic Journal, it 
so happens, carries a symposium on the 
“international financial architecture”, in- 
cluding a piece by Mr Stiglitz on the future 


of the Bank*. The world has changed, so the: | 


Bank must change, Mr Stiglitz says. Tradi- 
tional “conditionality” (the strings at- 
tached to its loans) has proved a failure, by 
and large. From now on, for the sake of 
democratic accountability and economic 
sustainability, each country must “own” 
its development strategy. Only then can 
the Bank “ascertain where within that 
strategy it has a role”. 

This is fine as far as it goes—but, typi- 
cally, it does not go very far. It falls to anoth- 
er paper, by three outsiders, to explore in 
some detail what a shift of emphasis of this 
kind might mean for the Bankt. First, tradi- 
tional “ex ante” conditionality would give 
way to “ex post” conditionality: that is, 
countries with good policies and a history 
of using past lending well should be grant- 
ed loans for plausible project ideas without 
any further policy-related strings. In coun- 
tries with bad policies, where conventional 
aid is known to fail, the Bank would put Mr 
Wolfensohn’s “Knowledge Bank” slogan 
into effect by concentrating not on lending 
but on education—that is, on advising the 
government (if it sought advice);on helping 
to provide training of different kinds; and 
on supporting some projects with cash, but 
only insofar as they acted as vehicles for 
transferring knowledge. 

This would skew the use of Bank re- 
sources. Far less manpower would be de- 
voted to analysing loan proposals and out- 
comes, much more to non-monetary help. 
One implication, awkward when it comes 
to selling this change in rich-country capi- 
tals, is that the Bank’s manpower would be 
taken away from areas where the return on 
this resource is high (“good” countries) and 
moved to areas where the return is low 
(“bad” countries). Money, on the other 
hand, would move in the opposite direc- 
tion—meaning, frequently, from very poor 
countries to not-so-poor ones. 

Allof this seems consistent with Mr Sti- 
glitz’s own thinking on where the Bank 
should be heading, if only he were to spell it 
out. As chief economist, he might have 
done more of that. He might even have set 
about trying to reinvent the Bank along 
these desirable lines. It is a shame he was 
too busy attacking the IMF. 


*“The World Bank at the Millennium”. 
t “Positioning the World Bank", by Christopher Gilbert, 
Andrew Powell and David Vines. 
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SCIENCE AND TECHNOLOGY 


The power of negative thinking 


dappy thoughts may make for better health, even if you are already feeling ill 


O ASSESS a diabetic’s risk of heart dis- 
ease, a doctor typically takes a blood 
sample to look for biochemical telltales such 
as the level of insulin. The traditional meth- 


od certainly does not involve sitting the pa- 


tient down on a psychiatrist’s couch to see if 
a glass of water looks half empty or half full. 
The latter technique may, however, turn out 
to be as much to the point as blood tests, be- 
cause some new research suggests that de- 
pressed diabetics are, quite literally, prone to 
getting their hearts broken. 

This study, which is to be pub- 
lished in January’s Atherosclerosis 
by Trevor Orchard, an epidemiolo- 
gist at the University of Pittsburgh, is 
one piece of a mosaic that psycho- 
logists and epidemiologists have 
been fitting together over the past 
few years. Another piece is an an- 
swer to the. question of why de- 
pressed people seem particularly 
susceptible to infection. The picture 
that is emerging as the pieces fit to- 
gether suggests that the old tag “a 
healthy mind in a healthy body” 
frequently needs to be inverted. An 
unhealthy mind can lead directly to 
an unhealthy body—and therefore 
another old medical tag “treat the. 
patient, not the disease” takes on a 
new significance. 


Accentuate the positive 


Dr Orchard explored this interac- 
tion between mind and body using 
data collected during the Pittsburgh 
Epidemiology of Diabetes Compli- 
cations Study, which was designed to identi- 
fy those factors that worsen the health of 
people already suffering from diabetes. In 
‘Suvenile-onset” (type-1) diabetes, these 
complications can be as deadly as the ail- 
ment itself. Type-1 diabetics cannot produce 
insulin—a hormone which regulates the lev- 
el of sugar in the blood. They must therefore 
inject themselves with insulin at regular in- 
tervals or else risk coma or sudden death. 
And, as if this were not sobering enough, 
type-1 diabetics also have a tendency to suf- 
fer from early and severe arteriosclerosis, a 
condition in which the walls of the blood 
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vessels thicken and harden. 

Arteriosclerosis of the coronary arteries 
is particularly dangerous, for these vessels 
supply blood to the muscle of the heart. As 
the coronary-artery walls narrow, the flow 
of nutrients and oxygen to the heart slows, 
and coronary heart disease (cun) follows. 

Dr Orchard’s analysis involved more 
than 600 diabetics, who were examined at 
two-year intervals over six years. In addition 
to undergoing the usual physiological tests, 





the participants were also evaluated at the 
beginning of the study by the “Beck Depres- 
sion Inventory”. This test rates individual 
symptoms of depression (such as pessi- 
mism, suicidal ideas, social withdrawal and 
loss of libido). The more depressed a patient 
is, the more points he accumulates. 

A patient's score on the Beck scale turned 
out to be a good predictor of his eventual lev- 
elof cup—better, indeed, than high levels of 
blood sugar, the standard symptom of dia- 
betic disorder. Those without cup scored 
significantly lower than those with it. And 
patients who developed angina, a painful 


heart condition resulting from arteriosclero- 
sis, had depression scores that were nearly 
twice as high (12.2) as diabetics whose hearts 
stayed healthy (6.6). 

Diabetics, of course, whether depressed 
or not, are seriously ill people. But it has been 
known for a long time that people with no 
serious illness other than depression are 
more likely to die than those who are other- 
wise similar, but mentally healthy. Many of 
their causes of death have some visible con- 
nection with their disease~-suicide, violent 
accidents and drug abuse are high on the list. 
But depressed patients also die more often 
than the mentally healthy from “natural” 
causes such as pneumonia and influenza. 

The question of why severely depressed 
patients suffer from infections more often 
than the average person attracted the atten- 
tion of Gregory Miller, a psychologist at Car- 
negie Mellon University, also in Pittsburgh. 
In a normal body, infectious organ- 
isms are met by a battalion of cells 
known as lymphocytes. Some of 
these attack the invaders directly. 
Others produce antibodies that 
gum them up. But the immune sys- 
tems of the severely depressed tend 
to mount a weaker counter-attack 
than those of the mentally fit. Dr 
Miller and his colleagues think they 
have the explanation for this immu- 
nological apathy. 

In the past, studies relating men- 
tal depression to depression of the 
immune system have usually been 
performed on patients stuck in hos- 
pital. This complicates matters, be- 
cause the mere fact of being in a hos- 
pital affects a patient’s mood and 
behaviour. Instead, Dr Miller stud- 
ied 32 depressed women who were 
not in hospital, and matched them 
with a control group of healthy 
women. As he reports in the latest is- 
sue of Psychosomatic Medicine, 
lymphocytes from the depressed 
women responded much less than 
those from the normal women when ex- 
posed to agents that induce proliferation. 

One explanation for this relies on the ob- 
servation that depression is often accompa- 
nied by a hormonal imbalance in the brain. 
The disease is associated with abnormal lev- 
els of norepinephrine and estradiol, hor- 
mones that are known to help regulate the 
immune system. Dr Miller's results, how- 
ever, showed that this biochemical differ- 
ence could not, by itself, account for the 
weakness of the responses shown to infec- 
tion by the depressed women. There must be 
something else involved. When he and his 
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colleagues started examining the women in 
question, they found that the depressed sub- 
jects had very different ways of life from the 
controls. They smoked more, drank more 
caffeinated drinks, slept more fitfully, and 
exercised less. But, perhaps surprisingly, 
only one of these differences, that in physical 
activity, proved to have a significant rela- 
tionship with lymphocyte production. 

Dr Miller found that physical activity ac- 
counted for about half of the difference in 
immunity between depressed and normal 
women. He believes that exercise represents 
the first clear behavioural link between de- 
pression and a dysfunctional immune sys- 
tem. If that speculation proves correct, en- 
couraging depressed people to exercise 
should help to protect them from illness— 
and the strange correlations between de- 
pression, pneumonia and influenza may fi- 
nally make some sense. 


Extrasolar planets 
First light? 


RYING to see a planet in orbit around a 

distant star—an “extrasolar” planet—is 
like attempting to observe a moth flying 
around a light-bulb several hundred kilo- 
metres away. The planet does not shine on its 
own, but is illuminated by its parent star, so 
when viewed from afar, the planet's feeble 
light is drowned out by the much brighter 
light of the star itself. As a result, it is impossi- 
ble to see extrasolar planets directly, at least 
with current telescopes. But a group of astro- 
nomers now claims to have done the next 
best thing: to have isolated the faint light 
from an extrasolar planet by subtracting the 
far brighter light of its parent star. 

The star in question, Tau Boötis, is one of 
almost 30 that are known to have at least one 
planet. In each case, the planet was detected 
from a small wobble it induced in the spec- 
trum of its parent star. Analysis of the wob- 
ble enables astronomers to work out how 
longa planet takes to orbit a star, and the size 
of its orbit. The planet around Tau Boötis is 
closer to its parent star than any other 
known planet, orbiting once every 3.3days at 
a distance of just 0.05 astronomical units. (1 
Au is the distance from the earth to the sun.) 

This ought to make light from the planet 
relatively easy to detect, for two reasons. The 
planet’s proximity to the star means it is well- 
illuminated. And its small, tight orbit means 
the planet is moving extremely quickly: at 
around 550,000kph (340,00omph). 

This high speed has been exploited by a 
-research team led by Andrew Cameron of 
the University of St Andrews, in Scotland. 
~ For, as.a result of it, the starlight reflected by 

-the planet differs slightly from the light that 
comes directly from the star itself. This is due 
to.a Doppler shift—the same phenomenon 
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TAIF, SAUDI ARABIA 


| ITH summertime temperatures in 

the shade—if you can find any—ex- 
ceeding 50°C, desiccating winds and no 
water, surviving a day in the Arabian des- 
ert is hot work. The local animals, there- 
fore, are usually nocturnal. During the day 
| they dig burrows and hunker down out of 
the sun. 

Birds, unfortunately, are rarely good 
| burrowers. But they are excellent oppor- 
| tunists. A study by Joseph Williams of 
Ohio State University, Irene Tieleman of 
the University of Groningen in the Neth- 
erlands and Mohammed Shobrak of the 
National Wildlife Research Centre in Taif, 
Saudi Arabia has found that desert larks 
are happy to borrow what they cannot 
| create. They spend the hottest hours of the 
day squatting in lizard burrows. 

What makes this behaviour slightly 
odd is that the burrows are usually still oc- 
cupied by their owners—Egyptian spiny- 
tailed lizards. In the huge Mahazat as- 
| Sayd reserve in the Arabian desert east of 
Taif, there can be around 30 such burrows 
in every square kilometre of desert—a pre- 
| cious resource for a desert lark. 

Fortunately, the lizards.are herbivores, 
and seem perfectly willing to share their 
homes with the larks. What intolerance 
| there is comes from the larks themselves. 
When the researchers displaced birds 
from their hiding places, to see what 
would happen, they found that squatters 
| in other burrows were unwilling to share, 
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and would fight the displaced intruder for 
sole possession. 

Why the birds should be so proprieto- 
rial is unclear. A spiny-tailed lizard’s bur- 
row is 30r 4 metres long, so there should be 
plenty of room for all. But the advantages 
of being underground are enormous. 

Experiments suggest that a hoopoe 
lark, one of the.three species involved, 
would expect to lose more than four 
grams of water (about 9% of its body 
weight) an hour in direct sunlight. Even in 
the shade it will still lose 1.4 grams an hour, 
But by prostrating itself on the cool floor 
of a burrow it can reduce this to as little as 
a quarter of a gram an hour. 

So even if the midday sun may be tol- 
erated by mad dogs and Englishmen, des- 
ert larks, it seems, think differently. They 
know a better hole when they see one. 
And they go to it. 








that causes the pitch of an ambulance’s siren 
to seem to vary as it passes a stationary lis- 
tener. The spectrum of the light reflected 
from the planet is Doppler-shifted because 
the planet, like the ambulance, is moving. As 
it moves towards an observer on earth, the 
lines of colour in its spectrum shift one way; 
as it recedes, they shift the other way. 

There is, in fact, also a tiny Doppler shift 
in the light from the star, as it wobbles to and 
fro under the planet's influence. (This is the 
wobble that first alerts astronomers to the 
presence of a planet.) But Tau Boötis is mov- 
ing back and forth at less than 2,000kph, so 
compared to the light from the planet, its 
light is hardly Doppler-shifted at all. Rather 
than looking for the tiny Doppler shift of a 
bright star, in other words, Dr Cameron and 
his team were looking for the much larger 
Doppler shift of a much fainter planet. 

To this end, they observed the spectrum 
of Tau Boötis several times a night on nine 
separate nights. For each night’s observa- 
tions, they added all the spectra they collect- 
ed together to obtain an average spectrum 
for the star, and then subtracted this average 


spectrum from each observation. This com- 
pensated for changing atmospheric condi- 
tions and variations in their telescope, and 
also removed almost all the starlight from 
each observation. All that remained wasa lit- 
tle bit of left-over starlight, plus the Doppler- 
shifted signal of the light from the planet. 

That signal was, however, buried in 
noise, and had to be extracted using a statisti- 
cal technique called a “matched filter”. This 
analysis found that, with 98% confidence, 
the spectra were consistent with the signal 
that would be expected from a planet which 
had eight times the mass of Jupiter (the larg- 
est planet in the sun’s solar system) orbiting 
the star in a plane inclined at an angle of 29° 
to the earth. Further number crunching 
showed that the period of the planet, based 
on the Doppler-shifted signal, is 3.3 days— 
whichis known to be the correct value. 

The researchers then repeated their anal- 
ysis by splitting the spectra into six bands, 
and looking for evidence of the planet in 
each band. From this it was possible to work 
out which wavelengths of light the planet re- 
flects, and which it absorbs—in other words, 
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ts colour. It was found to be pale blue-green, 
ike Uranus or Neptune—the colour of “well- 
vashed denim”, as Dr Cameron puts it. 
Although they cannot be regarded as to- 
ally conclusive until confirmed by other ob- 
ervers, these results, which appear in the 
current edition of Nature, cap a spectacular 
vear for planet hunting. During 1999, 12 new 
‘xtrasolar planets were detected (up from 
ight in 1998, and bringing the total to 28); the 


The Nobel-prize ceremonies 


Science's Oscars 


TOCKHOLM 


first multiple-planet system was found 
around a sun-like star, Upsilon Androme- 
dae; and the first extrasolar planetary transit 
was observed, as a star called HD 209458 was 
seen to dim slightly as the result of a planet 
passing between it and the earth. The first di- 
rect image ofa planet orbiting around anoth- 
er star is still some years away. But given the 
increasing ingenuity of planet-hunters, its 
arrival is only a matter of time. 

— | 


Che heirs of the inventor of dynamite certainly know how to throw a party 


OTRETCH limos are more usually associat- 
y ed with the excesses of Hollywood than 
he dignified restraint of Stockholm. And it is 
surely pure Tinseltown to devote most of an 
2vening’s television to a dinner attended by 
270 guests to celebrate the awards they have 
ust given each other. As for the idea that the 
winners of those awards should be greeted 
n bed a few days later by girls dressed in 
white shifts and with candles on their heads, 
2ven Heidi Fleiss might have drawn the line 
at that. 

But the Swedes are a serious nation and 
they have better things todo than waste their 
approbation on mere actors. The stars of this 
particular show were two physicists, two 
zhemists, a molecular biologist, an econo- 
mist and, as a token non-scientist, a writer. 
For these were the Nobel-prize ceremonies. 
And in Sweden, those ceremonies are as 
much a part of popular culture as the Oscars 
are in California. 

The physicists were Martinus Veltman 
and Gerardus ’t Hooft, who helped to con- 
solidate two of the fundamental forces that 
hold the universe together into one. The 
chemists were Ahmed Zewail, who uses 
short pulses of laser light to catch molecules 
in the process of reacting together, and Wal- 
ter Kohn (one of last year’s winners, who 
could not make it to the ceremony in 1998) 
who studies the quantum theory of chemi- 
cal bonds. The biologist was Giinter Blobel, 
who worked out how newly minted pro- 
teins are put into the correct places inside liv- 
ing cells. And the economist was Robert 
Mundell, whose work on “optimal currency 
areas” led ultimately to the creation of the 
euro. (The writer, by the way, was Gunter 
Grass, aGerman novelist.) 

For the best part of a week, each man got 
treatment that would not have disgraced a 
film star. A limousine (admittedly a Volvo, 
rather than a Cadillac) was at his beck and 
call. A minder, in the form of an aspiring 
young diplomat from the Swedish foreign 
ministry, was there to look after all the trivial 
details. There was a command performance 
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(the lecture which is the obligation of every 
prize-winner) that was so popular that it 
had, in at least one case, people queuing to 
get past the bouncers at the door because the 
theatre was full. And, of course, there were 
the girls—dressed in honour of St Lucia, who 
is the patron saint of light and vision and is 
thus much celebrated in a place where the 
winter sun barely rises above the horizon. 
Then there were the ceremonies them- 
selves: the prize-giving in the afternoon of 
December 10th and the dinner in the even- 
ing. Lacking the make-believe royalty of Hol- 
lywood, the Nobel Foundation has to make 
do with the real thing. The king and queen 
are always the guests of honour (it is the king 
who actually hands over the prizes). But ev- 
eryone else is kept on tenterhooks. For this is 
the social event of the year. Invitations are 
like gold-dust; so being on the s-list hurts. 
Last year, for example, the foundation decid- 
ed that too many politicians were coming 
along, so they omitted to invite the heads of 
Sweden’s opposition parties. That stung, and 
inan unprecedented gesture of solidarity, all 





Dr ’t Hooft meets St Lucia 


SCIENCE AND TECHNOLOGY 


six of the snubbed politicos got together in a 
pizzeria as a sort of salon des refusés at the 
time that the official dinner was happening. 
This year, they were invited again. 

The man or woman on the Stockholm 
subway is not likely to be so lucky. For those 
who wanted to try their hand at gate-crash- 
ing, Dagens Nyheter, one of the country’s 
daily newspapers, helpfully provided its 
readers with a mask of Horace Engdahl, the 
permanent secretary of the Swedish Acade- 
my—the organisation which awards the lit- 
erature prize. But the bouncers were alert. 
Only the real version of Mr Engdahl gotin. 

The ceremonies (white ties and tails, of 
course; tuxedos are sodéclassé) are alsoocca- 
sions for ladies to show off their finery. And 
they had better. For the television broadcast 
includes fashion commentary, and woe be- 
tide the lady whose couture fails to be haute 
enough (or, indeed, the man whose tie is on 
skew-whiff). 

Perhaps the only thing lacking is the dra- 
ma. Since the winners are announced in Oc- 
tober, the scope for on-screen gasps of joy, 
tears and the mutual tearing-out of eyes is 
limited. (Though do not believe that these 
emotions are absent; every scientist worth 
his salt dreams of Stockholm in the small 
hours of the morning, and those who think 
they are in with a serious chance are as atten- 
tive to the telephone in mid-October as min- 
isters during a government reshuffle.) 

The lack of drama is, nevertheless, ap- 
propriate. Not being dramatic is something 
that Sweden does well. Indeed, for those 
who love science, the true drama isin the dis- 
coveries themselves. Scientists enjoy their 15 
minutes of fame as much as everybody else. 
But unlike actors, they do not live or die by 
them. This week Drs Veltman, ‘t Hooft, Ze- 
wail, Kohn, Blobel and Mundell will be back 
in their laboratories and offices doing what 
they do best—pushing out the frontiers of 
human understanding. 
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| OBITUARY | 


Franjo Tudjman 


T THE end of Tolstoy’s “Anna 
Karenina”, her lover, Count 
Vronsky, goes off to fight for the 
Serbs, perpetuating a romanti- 
cised view of Balkan nationalism 
long held by many outsiders. In 
1941, when the Germans occu- 
pied the Balkans, they were suffi- 
ciently moved by myths of Croa- 
tias 1,000-year struggle for 
independence toallow itself-gov- 
ernment, albeit by fascists. The 
Croats promptly set about exter- 
minating or deporting the minor- 
ity Serbs in their new state with a 
barbarism that shocked even the 
war-hardened German troops. 

Franjo Tudjman, although a 
Croat, declined to collaborate 
with the Germans. At 19 he joined 
the communists, the most suc- 
cessful guerrilla force of the sec- 
ond world war. When Tito, the 
communist leader, became ruler 
of the six-nation Yugoslavia after 
the war, he made Mr Tudjman the 
army’s youngest general. But the 
general did not much care for his 
fellow officers, most of them 
Serbs, or for the communists’ line 
that their ideology would protect 
the unity of Yugoslavia. 

After leaving the army he 
published a number of books 
about Croat nationalism. He had 
come to the view that wartime 
Croatia was not simply a quisling 
state, but “an expression of the 
historical aspirations of the Cro- 
atian people”. It had been unfair- 
ly depicted, he said: fewer than 60,000 Serbs and others died in 
Croatia’s main death camp, Jasenovac, not the 500,000 claimed. 
His revisions were challenged by independent historians, but they 
helped Mr Tudjman’s Croatian Democratic Union to win the elec- 
tion of 1990. In June 1991, amid the general falling apart of Yugosla- 
via, Croatia declared itself independent. It adopted the flag of the 
wartime state, which for the 600,000 Serbs in Croatia (and many 
Croats) was like restoring the swastika. 

Skirmishes between the two communities led to full scate bat- 
tles. Serbia joined in, thousands died, and about a quarter of Croa- 
tia was taken over by the Serbs. There was to be much more fight- 
ing in the years to come, both in Croatia and elsewhere. But this 
was how the ever-spreading Balkans war of the 1990s was fuelled 
by Mr Tudjman, later luring in the well-intentioned Vronskys of 
the outside world. 





The white exterior 


There is not a lot of trustworthy information about Franjo Tudj- 
man’s early life, which was probably that of a poor village lad. His 
writings, and articles about him in crony newspapers, provide 
only a mirror that flattered him. He liked todress up ina white uni- 
form ornamented with gold braid and medals he had awarded 








Franjo Tudjman, master nationalist of 
Croatia, died on December 10th, aged 77 


himself. He sought to copy the 
style of his old boss Tito, living in 
Tito’s former house in Zagreb and 
his holiday home on Brioni is- 
land. He sought to gain accep- 
tance as a scholar. A dissertation 
submitted to Zagreb University 
for a doctorate was rejected, but 
in reference books he claimed one 
anyway. 

In his public actions he was 
inconsistent. Despite his attacks 
on Serbs, verbally and physically, 
he told his principal enemy, Slob- 
odan Milosevic, that he had no 
quarrel with them. The people he 
really disliked, he said, were Mus- 
lims, whom he saw as a threat to 
Europe. He coveted their state, 
Bosnia-Herzegovina, and had 
planned to seize a slice of it once 
the United Nations’ peacekeepers 
pulled out. On the other hand, he 
said that Bosnians needed sym- 
pathy: they were really Christians 
who had had to convert to Islam 
when they were ruled by the Ot- 
toman empire. He professed no 
religion, but nevertheless had the 
strong support of the Roman 
Catholic church. 

There was, therefore, in Mr 
Tudjman, in one human being, a 
composite of nearly everything 
that has made the Balkans one of 
the world’s least endearing places: 
the clash of Christianity in va- 
rious forms with Islam; the legacy 
of oppression from former mas- 
ters; the new scent of freedom 
and the accompanying greed for your neighbour's territory. Re- 
leased from the grip of Tito, the Balkans resumed their wayward 
ways. People are again recalling Bismarck’s deathbed gasp, “If 
there is ever another war in Europe, it will come out of some 
damned silly thing in the Balkans.” The Germans, of all people, 
may have been damned silly in backing Mr Tudjman. It was Ger- 
man arms, albeit smuggled ones, that kept Croatia fighting in 1991, 
and Germany that pushed prematurely for recognition of Cro- 
atian independence. But all of Europe, the United States, and, 
through the United Nations, much of the rest of the world have be- 
come deeply and messily involved in the affairs of Croatia and its 
neighbours. 

His country gave Mr Tudjman a state funeral this week, and 
then turned quickly to a pressing temporal matter, the parliamen- 
tary general election on January 3rd. This will be followed by an 
election to find Mr Tudjman’s successor. Our correspondent in Za- 
greb notes that the liberal opposition would like to shift to parlia- 
ment some of the extensive powers at present afforded to the pres- 
idency, which, in Mr Tudjman’s hands, have been at the root of the 
worst abuses of power in recent years. It does not sound the sort of 
valedictory that normally attends the obsequies of a head of state. 
But this is the Balkans. 
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- Templeton 


Presents a global overview of the 
business enterprise and its strategic 


The Oxford challenges. This programme at 


Templeton provides a unique 
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your own learning agenda, assisted by 


Management a world class team of individual tutors 
and in the company of some of the 


Programme most international and high calibre 


senior executiv 
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i Email amp@templeston.oxford.ac.uk : 
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Carnegie Mellon 
EXECUTIVE EDUCATION 


GAIN ADVANTAGE 
IN THE DIGITAL AGE 


Join Us ror CARNEGIE MELLON’s 
STRATEGIES FOR E-COMMERCE 
EXE C-ED PROGRAM 
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The program provides senior managers with a frame- 
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@ 
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Center for Executive Education at Carnegie Mellon’s 
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John Lankford 
Director/Center for Executive Education 


?andrew.cmu.edu 
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Modular, Distance 
Learning and Flexible 
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A Henley MBA is in a class of its own. 
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If you’re launching 
into an MBA, 
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The Norwegian School of Management MBA 
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programmes in Europe 
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i The Politics & International Studies 
= s Department is now inviting applications 
WARWICK for the October 2000 entry to the 












Scarman Centre 





MA in International Political Economy and MA 
in International Relations 
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the world's biggest & fastest ; 
growing businesses. Choose from London Hotel School 
5 UK & USA accredited hospitality * Hospitality General 
Diploma courses of 12 theory units Management 

which you can start any month, 
followed by a one year paid 
internship in a London hotel. 
L.H.S. the management fast track. 


* Human Resources 

* Hospitality Finance 

* Sales & Marketing 
*H ospitality & Tourism 





Accredited by the 
~ Distance Education Training Council 





EXECUTIVE PROGRAM ON 
MACROECONOMIC POLICY AND MANAGEMENT 


June 19 - July 14, 2000 
Cambridge, Massachusetts, USA 


Designed for analysts and policy makers working on macroeconomic 
issues in developing and transitional economies. Topics covered include: 


Foundations of open economy macroeconomics 

Exchange rate and balance of payments management 

Fiscal policy, monetary management and inflation 
Techniques for monitoring and assessing macro performance 
Financial programming applications 

Macroeconomic policy and equity 


HARVARD INSTITUTE FOR INTERNATIONAL DEVELOPMENT 
14 Story Street, Cambridge, MA USA 02138, ATTN: Erin Sands 
FAX: (617) 496-2911; TEL: (617) 495-9779 
E-Mail: macteach@hiid.harvard.edu 
www. hiid harvard edu/training 
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Teaching French-to adults for 29 years 


INSTITUT DE FRANCAIS 


Overlooking the Riviera’s most beautiful bay 
A UNIQUE TOTAL IMMERSION PROGRAM 
8 |/: hrs a day with 2 meals, 8 levels : Beg. I to Adv. H 
ACCOMMODATION IN PRIVATE APARTMENTS 
Next 2-4 week course starts 10 Jan., 7 Feb, and all year 
06230 Villefranche/Mer ELIS, France. Tel.: (33) 493 01 88 d4 Fax: (33) 493 76 92 17 
www.institutdefrancais.com 


UNIVERSITY OF LONDON *WYE COLLEGE 


DISTANCE LEARNING 


MSc and Postgraduate Diploma 
Programmes available worldwide in: 


* Sustainable Agriculture * Agricultural Development 
& Rural Development * Agricultural Economics 
* Environmental Management + Managing Rural Change 
* Applied Environmental * Environmental Assessment 
Economics * Food Industry : 
* Environment & Development Management & Marketing | 


Individual courses from these programmes can be taken 
under the Affiliated Student Scheme 
For a full programme guide contact us today 
External Programme Wye College 
University of London Ashford Kent TN25 5AH UK 
Tel: +44 (0)1233 813555 ext 280 
Fax: +44 (0)1233 812138 
Email: epadmin@wye.ac.uk Web: www.wye.ac.uk/EP 


Enhancing access to continuing education worldwide 


KIEL INSTITUTE 
OF WORLD ECONOMICS 





Advanced Studies 
in International Economic Policy Research 
August 1, 2000 - May 31, 2001 


concentrated courses on important areas of international economics: 


profound training of skills in economic analysis, methods of empirical research 


and economic policy evaluation: 


designed for economists holding a university degree who are interested in a 
carcer with international organisations, domestic policy and academie 
institutions, international corporations ete, 


Courses: Lecturers: 


Richard Clarida (Columbia) 
and Aaron Tornell (Harvard) 


Richard Levich (New York) 
Inge Walter (New York) 
Stefan Mittnik (Kiel) 
Geoffrey Heal (Columbia) 


Macroeconomics in Open Economies 


International Financial Markets 
Global Banking 

Empirical Methods in Finance 
Environmental Economics 
international Trade David Greenaway (Nottingham) 
European Economic Integration Richard Baldwin (Geneva) 
Roberto Perotti (Columbia) 


Sebastian Edwards (UCLA) 


Political Economy in Open Economies 
Economic Growth and Development 
For detailed information write to: 


Institute of World Economics » Advanced Studies » D-24100-Kiel + Germany 
Fax: Germany+43 1485853 © Internet info hupy/Aviww.uni-kiel.de/ifw/ 





143 











position with a given for your: Job, military, company training, industrial 
legal degree We accept college credits no matter when taken. 


“As you know Send/tax detailed resume for a NO COST evaluation. 


still the best 
teacher... But 1-(808) 597-1909 













UNIVERSITY DEGREE] | 15 THE BEST FOR ME? 


BACHELOR'S + MASTER'S + DOCTORATE 






Rushmore No MBA An unconventional, no-hassle 
> 4 ; real-world MBA for those wit 
University B.S. no. time or money to wast 


BBA & Ph.D. degrees also available. Tuition only $3200, why pay $15,000+ for a non-custom, no-name 
degree. Distance Learning using e-mail, phone, and the web, nof classes. No bachelors degree (B.S.) 
needed if you have significant real-world experience. Learn from successful faculty with extensive real- 
world experience, not retired-on-the-job tenured professors. No required classes or painful to read 
textbooks covering material you already know or don't need, Wanted as faculty members: highly 
successful professionals with great communication and teaching skills who are PC & internet savvy. 

We are based in Dakota Dunes. South Dakota, USA. Contact us by email or see us on the web. 


www.giobalmba.com 605-232-6039 ec@distancemba.con 






ABA ar PRD? Cost’ 









1 year or 







Distant Education Contre, JA č: 

Fel: +81 (88) 665-7037 
Fax: +84 (88) 664 
Tel: +84 (90) 828 





lipen: 

dress, Enis 2a kiniba,net or 
Fax (Dept 2) +862 634 Or wre te 

173/4 Surawong Rd (Dept gkok, 10506 












Give your nome & sitest 













Leam how easy it is to become a Cemified Professions! 

Consultant (CPC) in your own field. Wrac for free 
catalogu. 

The Consultants Institute 

Dept EQ. 30466 

Prince William Str 

cess Anae MD218: 

an: {410651 ARES 

www consukansinstinitecom 


Brussels School of 
International Studies 


The Graduate School of Politics and International Relations of the 
University of Kent offers the following programmes in Brussels 

































* MA in international Relations by Coursework and Dissertation 

* MA in International Relations by Research and Thesis y MTY DE a 
* MPhil in International Relations by Research and Thesis 

« PhD in International Relations by Research and Thesis 





Admission for Coursework Programmes in October and February. 
Admission for Research Degrees at the beginning of any month 
Full-time and Part-time evening study. 





M.S., Ph.D. Many fields. ? $ 
NO COST evaluation! Send resume 
6400 UPTOWN BLVD NE ° SUITE 398-W 

















Dept. 34 + ALBUQ., NM 87110-USA For a full brochure and informal enquires, contact: 
iag? 34 @centuryuniversity.edu Or Jarrod Wiener, Director, Brussels School of International Studies, 
4 Vesalius Colleg 






1-800-240-6757 
ONLINE OPTIONS 












CREDIT FOR WORK EXPERIENCE. | 
NO CLASSROOM ATTENDANCE. 
SEND/FAX YOUR RESUME FOR 

A FREE. EVALUATION. 
500 Ala Moana Bivd, 7-400 

H Honolulu, HI 96813 ` 

| Tel: (808} 599-5537 Fax: (808) 599-2869 

ji 



















EUROPEAN 
CENTRE FOR 
PUBLIC AFFAIRS 

~ BRUSSELS 




















E-mail: registrar@unw.edu 
Web: hitp://www-unw.edu 
University or NORTHERN WASHINGTON 


UNIVERSITY DEGREE 


For Life, Academic & Work Experience 


Degrees for people who want to be more effective 
and secure in their jobs or professions. 


Earn your BACHELOR'S, MASTER'S or DOCTORATE degree by 
Match your utilizing your life and work experience. College equivalent credits are 















Your fast track to Brussels 


+ 


Working with the EU - 
Institutional Relations and Public Affairs 







7-Day Intensive Programme 
Feb 6 - 12, 2000 









courses, seminars and business expertence. 








* Ideal for those needing immediate sions: lectures, 
practical insights into how Europe H conducted hy 
works and how best to work Europe. top Brussels officials and practitioners, 







and Our graduates are recognized for their achievements in business and 
transcripts industry. We will assist you in completing your degree requirements 
at your own pace through home study. 















* Keyed to action - with detailed guidance  * Personal, power- 
and examples on haw to la manage through group work p 
corporate public affairs and tender most 

effectively within the EU. 


sted coaching 




























experience is Pacific Western University 
1210 Auahi Street, Dept 137, Honolulu, HI 96814-4922 




















degrees epen CALL: (800) 423-3244 ext. 137 UK: 0800-960-413 
doors." Fax: (310) 471-6456 E-Mail: admissions@pwu.com 


http:/Avww. pwu-hi.edu 


Lucyna Gutman Graner j E 
Av. Adolphe Lacomblé, 66 - 1030 Brussels, Belgin 
Tel. +32-2 737 77 46, Fax +32-2 732 73 25, hitp//wew.ecpab.com 



















FRENCH SPANISH 


in FRANCE, in BELGIUM in SPAIN 


GERMAN DUTCH 


in BELGIUM in BELGIUM 


COURSES FOR 66 HOURS PER WEEK = y F 
MOTIVATED PEOPLE IN THE TARGET LAN , a CERAN LINGUA 
© ADULTS from 19 vears Stud page rs ia ale information 
‘ ad year Study: and reservations: 
* RETIRED PEOPLE OF 55 AND ABOVE bait. aderen [scabs 
(Special conditions available) ba priyaie anior group aii Tel: + 32- 87-79 11 22 
Sp PE TIRONA AS T and pedagogical activities l Fax: + 32- 87-79 11 88 
* JUNIORS from 11 to 18 years & Since 1975 E-mail: 
- FRENCH in BELGIUM EONI g . PIS AGT cananagenny. Customer @ceran.be 
"ENGLISH in ENGI AN Putting into practice with our teachers: | | {0 USA: Languagency 
ENGLISH in ENGLAND, Sore practice WiL Tel.: 1 (413) 584-0334 Internet: 
in BELGIUM at breaks, meals and evening socio-cultural activities Fax: | (413) 584-3046 http:/Avww.ceran.com 


A MAXIMUM OF PROGRESS IN A MINIMUN TIME 
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Are you energetic, ambitious, internationally oriented? Do you have solid experience in your career-so far- 
in delivering business results? Do you have clear qualities of leadership and show promise as. a rising executive 
talent? Want a shot at the very top? If so, then Electrolux has an acid test to determine if you can succeed... 


Think of yourself as 
a future International 
Corporate Leader’? 


„Here's an opportunity to test your ambition! 


a Electrolux is one of the world’s foremost producers of household appliances for indoor and outdoor use, and of 
©" corresponding products for professional users. A 90,000-person global corporation known for its leading edge 
es environmental technologies, the Electrolux group achieves $14 bilion USD in annual: sales through production, 


distribution, and sales elements all over the world. 


To build. on its already strong international position and 
enhance future competitiveness, Electrolux will select a 
small number of highly talented managers for 
accelerated development. Over a two-year period, 
you will have the opportunity to: 


-u Perform a variety of challenging, realtime jobs of 
increasing complexity 


m Meet/exceed clear and exacting results 
expectations 


m Experience cross-business, cross-functional, and 
international appointments to maximize your 
exposure and speed your development. 


Impact and delivery of results are crucial. At the end 
of the two-year period you. will have proved - to 
yourself and others - that you are ready for speedy 
international career growth. 


Highly qualified candidates ore invited to apply for 
this extremely demanding proposition. Minimum 
prerequisites include: 


a An excellent academic background at the university 
level (MBA a plus) 


m 4-6 years of first class, hands-on business experience 


a An outstanding track record in current and previous 
jobs 


a Demonstrated leadership qualities and an absolute 
determination to develop into international general 
management 


m Fluency in English (and preferably one other language 
besides your mother tongue) 


To apply, e-mail your resume/CV and a letter explaining your interest in an international career 
(both in English) by 10 January 2000 to our advisors, Mercuri Urval. E-mail: electrolux@mercuri-urval.be. 
Please indicate your country of residence in your covering e-mail note. 


| A Electrolux 


www.electrolux.com 
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Mercuri Urval 








“www. mercuri-urval.com 
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The Georg -Simon Ohm 









UNIVERSITY OF 












Kesh) : Fachhochschule Nürnberg, 
cS Za OxFORD Department of Business invites GEORG-SIMON-OHN 







applications for a professorship 


(pay scale C2) FACHHOCHSCHULE 


NURNBERG 





Department of Economics 
Exeter College, Hertford College, Lady Margaret Hall 
and Trinity College 
Lecturerships in Economics 


Applications are invited for four Lecturerships in Economics tenable from ist 
October 2000. Applications from any branch of Economics will be welcomed. 


The four appointments will initially be for five years, with the possibility of 
reappointment until retirement. Each post will carry college tutorial and other 
obligations as well as obligations to provide lectures, to supervise graduate students, 
and to engage in research within the Department of Economics. The successful 
candidates will be expected to provide general lectures at the undergraduate level 
but will also have an opportunity to lecture on their particular fields of interest in the 
Department's graduate and undergraduate programmes. 


The posts may be held in conjunction with tutorial Fellowships at Exeter College, 
Hertford College, Lady Margaret Hall and Trinity College. The post associated with 
Hertford College is a University Lecturership; the other three are ‘Common University 
Fund’ (CUF) Lecturerships, in which the balance of obligations lies more with the college. 


Further particulars, including addresses for applications, may be obtained 
{i). for all four posts, by downloading from the Economics website 
at http//www.economics.ox.ac.uk; or (ii) for all four posts, from the Administrator, 
Department of Economics, Manor Road Building, Oxford OX1 SUL, e-mail: 
gillian.coates@economics.ox.ac.uk; or (lil) for each particular post, by downloading 
‘from the websites at http://www.exeter.ox.ac.uk, http://www.imh.ox.ac.uk, 
“httpY/www.trinity.ox.ac.uk; or (iv) for the Exeter or Lady Margaret Hall posts, by 
writing respectively to the Academic Administrator, Exeter College, Oxford OX1 
SDP, @-mail: sue.rodger@exeter.ox.ac.uk, or to the Principal's Secretary, Lady 
‘Margaret Hall, Oxford OX2 6QA, e-mail: liz jubb@imh.oxac.uk. 


B The closing date for applications and reports of referees is 21st January 2000. 
‘ The University is an Equal Opportunity Employer. 











International Finance and 
International Business Administration 





University of Applied Sciences 







Applicants should be able to lecture undergraduate and graduate 
students in both fields in German and English. We also expect that 
members of our academic staff should actively support the 
international activities of the International Business Department 








Qualifications: 






* A minimum of five years’ professional experience, at least three 
years of which has been outside the academic world. 

* A higher degree in Business, MBA, MSc, PhD, German Diplom 
and PhD or equivalent plus proven competence in research and/or 
consultancy activities. 

















Applications: By Jan 15, 2000 to the Dean of the Faculty of 
Business, Georg - Simon - Ohm Fachhochschule, Bahnhofstr. 87, D 
90402 Niirnberg, Germany (Please enclose relevant documents), 

Further information: Prof. Dr. J. Fischer (Tel. ++49-911 5880 2894), 
or Prof. Dr. Eckstein (++49-911 S880 2887) Website: Http://www, fh- 
nuernberg.de E-mail: guenter.eckstein@fh-nuernberg.de (Please do 
notsend attachments by e-mail unless reguested). 
















Liverpool Associates in Tropical Health Ltd. 


| 
FIELD MANAGER 


HIV/ISTD Management Nigeria 
£35,000 - £40,000 plus allowances 


The British Government's Department for International 
Development (DFID) has been working in areas of HIV/STD 
management and HIV screening in Nigeria since 1991. The 
HIV/STD Management Project was initiated by DFID in 1997. It 
supports eight local stakeholder organisations providing integrated 
clinic and community-based approaches to HIV/STD management. A 
new three-year extension begins in March 2000 and its purpose is to 
“improve access of high risk and specific vulnerable groups to quality 
HIV/STD/TB and support interventions in Benue and Ogun states.” 

LATH is a subsidiary company of the Liverpool School of 
Tropical Medicine and will manage this project on behalf of DFID. 
We seek a committed, inspirational Field Manager to facilitate the 
achievement of project outputs, The following competencies are 
essential: skill and experience in the effective management of process 
projects in developing countries, including participatory approaches, 
relationship/team building, flexibility, cultural and gender sensitivity, 
planning and financial management, Health sector work experience 
and a postgraduate management qualification are desirable, 

Further information can be obtained from our website at 
www.lath.com or from The Personnel Officer, Liverpool Schoo! 
of Tropical Medicine, Pembroke Place, Liverpool L3 SQA. If 
interested, please forward your full CV with covering letter and 
names of three referees to: The Personnel Officer by 11 January 
2000. Interviews will take place on 27 January 2000. Specific 

enquiries to John McCullogh, 
` (General Manager, LATH are 
welcome on +44 (0) 151 708 9359. 


CHIEF OPERATIONS OFFICER (D2) 


The Common Fund for Commodities, an International 
Institution engaged in the financing of commodity projects in 
Developing Countries, offers the position of Chief Operations 
Officer. He/she will head the Operations Unit, reporting 
directly to the Managing Director. His/her main responsibilities 
will be to lead a team of 12 professionals and support staff in: 














Project development, appraisal, monitoring and evaluation; 
Preparation of grant and loan agreements; 

Development of operational policy and strategies; 

Liaison with other International Organizations in project 
formulation and implementation. 













Qualifications: Candidates should have an advanced university 
degree in economics, agricultural or related fields and at least 
fifteen years of relevant professional experience in multilateral or 
bilateral financing /development institutions and commodities, 
Excellent interpersonal skills, fluency in English and computer 
literacy are essential. Working knowledge of French and Spanish 
would be advantageous. 


















Salary and benefits: D2 of United Nations salary scales 
(approximately USD 135,000 gross per year, depending on 
qualifications and experience) and other U.N. expatriate 

benefits, 















Applications in English, including a curriculum vitae, should be 
received not later than 14 January 2000, addressed to: 
The Head of Personnel, 
Common Fund for Commodities, 
P.O. Box 74656, 
1070 BR Amsterdam, 
The Netherlands. 

















LATH actively promotes an 
Equal Opportunities Policy. 






‘Liverpool Associates in Tı ropical Health Lid. 
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{Asia and Eastern/Central Europe) 


GTZ is seeking for long and short term assigments:in 
Developing and Tranformation Countries 






Consultants Financial Sector Development 


@ Small and Medium Enterprise Finance 
E Sectoral Policy Consultancy, 
@ Institution Building in the Finance Sector 





Qualification: University degree 
with several years’ working 
experience in both western 
banking and development insti- 
tutions or projects; proven 
management ability (in financial 
institutions or projects); fami- 
fiarity with development policies 





Department for 
International 
Development 


The Associate Professional Officers Scheme is a DFID training 
scheme to assist young professionals to improve their 
experience, expertise and potential to work in international 
development. 

The scheme offers successful candidates a range of 
in practical work 
the UK and/or 





ning, Political 
emphasis will-be 


isin +: following sectors: 
(including ” ‘Sustainable 


Agriculture and. Rural Livelihoods, Agricultural Engineering, » 


Animal Production and Health, Biometrics, Environment, 

Forestry, Fisheries and, Aquaculture, Natural Resources 

Economics), Education, nterprise. Development and Business 

Partnerships; Engineering (including Energy, Communications, 
an port, le ested Planning and Water arid Sanitation i in, 





E-mail Apos-Enq@dfid.gov, ik http://www.dfid.gov.uk 


The Department for International Development (DFID) is the 
British government department responsible for promoting 
development and the reduction of poverty. DFID is committed 
to the internationally agreed target of halving the proportion 


of people living in extreme poverty by 2015. 


DFID works in partnership with governments, international 
and national non-governmental organisations, the private 
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of international donors; fluency 
in English; Asian languaques or 
Russian would be a plus. 

GTZ (Deutsche Gesellschaft fiir 
Technische Zusammenarbeit 
GmbH) operates globally on 
behalf of the government of the 
Federal Republic of Germany as 


E Banking and Capital Markets Development 
@ Central Bank Advice 
@ Commercial Banking 





well as other donors, assisting 
and advising on the implementa- 
tion of development projects. 

Application: Please find on our 
internethomepage www.gtz.de/ 
personal/english/stelle21.htm 
more detailed information and 
an application form. 








- DFID TRAINING AWARDS: 


ASSOCIATE PROFESSIONAL OFFICERS SCHEME 


(APOS) | | 


relation to urban and rural livelihoods), Health and Population, 
Conflict and Humanitarian Assistance, Political Science and 
Public Sector Management, and Social Development. 
QUALIFICATIONS 

Applicants should either be nationals of the European 
Economic Area (EEA) or Commonwealth citizens who have an 
established right of abode and right to work in the UK. 
Applicants should have, or expect to have, a good relevant first 
degree and relevant work experience, preferably in 
development overseas. In some disciplines, applicants with a 
minimum of two years work experience in a developing 
country will be at an advantage in applying for awards. 
TERMS OF AWARD 

Academic Training: DFID pay tuition fees and a non taxable 
maintenance allowance of £8,010 p.a. (Inner London) and 
£6,620 p.a. (elsewhere). 

Practical Experience Overseas: DFID pay a taxable salary of 
£16,700 p.a. Additional benefits include a tax free cost of living 
allowance (if applicable), travel. costs, medical expenses and 
accommodation costs. 

Practical Experience in the UK: DFID pay a taxable salary of 
£20,000 p.a. for attachments in the UK. 

Closing date for receipt of applications, with references, 
31 January 2000. 


Applications »rms can be obtained iom the ‘Department for International Development, Abercrombie House, 
Room AH304/4, Eaglesham Road, East Kilbride’G75 8EA or telephone 01355 843480 (answerphone) or 


sector and institutions such as the World Bank, UN agencies 
and the European Commission. Most of our assistance is 
concentrated on the poorest countries in Asia and sub-Saharan 
Africa, but we also work in middle income countries, and in 


Central and Eastern Europe. 


DFID adheres to the Civil Service’s Equal Opportunities policy. 


147 














: ae University of 


) Leicester 


Chair in Management REF: P9013/E 


‘Applicants with research interests from any subject area within Management are 
encouraged to apply but particular interest will be shown to those with a specialism 
in Marketing of Strategy or Finance. 


> Further particulars are available by quoting the reference from the 
Personnel Office (Professorial Appointments), University of Leicester, 
University Road, Leicester LE1 7RH, tel 0116 252 2422, email 
pat2m@admin.le.ac.uk, fax 0116 252 5140 or via jobs ac.uk. Candidates 
should submit one unbound copy of their application to the Personnel 
Office (Professorial Appointments). Closing date: 31 January 2000. 


Towards equal opportunities 


TANZANIA REVENUE AUTHORITY 


TAX ADMINISTRATION PROJECT 





ROI TOO DINATOR TOR 
{READVERTISED) 


1. INTRODUCTION: 


The Tanzania Revenue Authority (TRA) which was established in mid-1996 as can agency under the 
Ministty of Finance is responsible for administering the tax laws and assessing, collecting and accounting for 
Government revenue. TRA has now started the next phase of its reform program with the assistance of the 
World Bank and other multilateral and bilateral donors. The main objective of the program is to strengthen 
the Authority with a view to Improving its efficiency and effectiveness in increasing revenue collection. 

The United Republic of Tanzania has secured a credit from the International Development Association 
(IDA) and intends to apply part of the proceeds ef this credit to payments under the contracts for 
consulting services. This request for expression of interest follows the General Procurement Notice for 
this project that appeared in Development Business No. 507 of 31st March, 1999. 


The implementation of the program will be coordinated by a Program Coordination Unit (PCU) led by a 
Programme Co-ordinator (PC) who will report to the Commissioner General. A consultant for the position 
of Project Co-ordinator will be selected in accordance with the procedures set out in the World Bank’s 
guidelines: Selection and Employment of Consultants by World Bank Borrowers, January, 1997 (revised 
September, 1997 and January, 1997}. Applications are invited from suitable candidates, 


2... MAIN DUTIES: 


of the PCU the Program Co-ordinator will: 
Establish and manage the PCU; 
Monitor the program activities and together with the heads of the various departments ensure a timely 
Tmplementation of the program action plans; 
Co-ordinate, the preparation of relevant reports and annual work plans: 
Ensure that the procurement of goods, civil works and services is undertaken according to the 
procurement plan and in conformity with the established policies and procedures. 


3. QUALIFICATIONS AND EXPERIENCE: 
‘The idea! candidate should have proven managerial skills of leading an interdisciplinary team in a fast 
changing environment, in addition to being an excellent communicator and a person of unquestionable 
integrity, the candidate will have: 
A post graduate qualification in Administration, Business Studies, Economies or any other related field 
from a recognised university: 
A minimam of ten (10) years experience, with at feast five (5) years of managerial responsibility; 
Excellent written and verbal communication skills; 
A demonstrated ability to manage teams and inspire teamwork while setting standards and ensuring 
quality control, 
A record of managing multi-donor funded projects in developing countries; 
Ideally, experience in a national revenue authority. 


REMUNERATION PACKAGE; 


The remuneration package will be commensurate with the experience and qualifications of the selected 
idate: The position ‘Is based in Dar es Salaam and is for a period of 18 months in the first instance. 


UBMISSION OF APPLICATIONS: 


Jin confidence, an application letter, together with detailed resume including particulars of 
-remuneration received, copies of certificates and testimonials, and the names and addresses of at least 
“three referees to the address below, before the 10th of January, 2000. 


Ag. Commissioner General 

Tanzania Revenue Authority 

Sokoine Brive, 

P.O. Box 11491 

Dar es Salaam. 

Fel. +255-$1-119591/4 Fax: +255-51-11959S 


NUFFIELD COLLEGE 
OXFORD 


Official Fellowship in Politics 


The College proposes to appoint, with effect from tst October 2000, an Official Fellow 
in Politics. Official Fellowships are comparable with research professorships in other 
universities, and form a central component of the permanent research and teaching 
establishment of the College. The duties of an Official Fellow are to engage in research 
and to supervise graduate students; an established research record is essential, 


For this appointment, preference wili be given to scholars whose research lies in 
the field of Comparative Politics broadly defined. However, outstanding candidates 
with a substantial scholarly record in other fields of Politics will also be considered. 


Further details can be obtained from The Warden’s Secretary, Nuffield 
College, Oxford OX1 1NF, UK (email politics.fellowship@nuffield.ox.ac.uk) 
or from the website at www.nuff.ox.ac.uk Applications should be received 
by tst February 2000. Nuffield College is committed to the principle of 
equality of opportunity. 


The College exists to promote excellence in education and research. 


Rheinisch-Westfalisches Institut für 
RWI Wirtschaftsforschung e. V., Essen 
RUHR-UNIVERSITAT BOCHUM 


Am Bheinisch-Westfalischen Institut fir 
Wirtschaftsforschung (RW), Essen ist 
zum 1. Juli 2001 das Amt 


der Prasidentin/des Prasidenten 


zu besetzen. 
Sie/er wird zugleich berufen auf eine 


Universitatsprofessur C4 
fur Wirtschaftslehre, insbesondere 
Volkswirtschaftslehre 


an der Fakultät fur Wirtschaftswissenschaft der Ruhr-Universität Bochum. 


Das RWI, Essen ist eine unabhängige und gemeinnützige Einrichtung, 
die mit Gutachten und Berichten Beitrage zur wirtschaftswissenschaft- 
lichen Forschung und Politikberatung leistet. Der Vorstand des Instituts 
besteht aus dem Präsidenten und dem Vizepräsidenten. Das RWI hat 
gegenwärtig 71 Mitarbeiter/innen, davon 42 Wissenschaftler/innen, die 
in 7 Forschungsgruppen tätig sind. Die Prasidentin/der Präsident führt 
die laufenden Geschäfte des Instituts und vertritt das RWI in wissen- 
schaftlichen Gremien, gegenüber politischen Entscheidungstragern 
sowie in der Offentlichkeit im In- und Ausland. Die Amtszeit beträgt fünf 
Jahre, Wiederwahl ist möglich. 


Die Präsidentin/der Präsident vertritt gleichzeitig eine Professur für 
Voikswirtschaftsiehre (C4) in der Fakultät für Wirtschaftswissenschaft 
der Ruhr-Universität Bochum in Forschung und Lehre. Für die Zeit der 
Präsidentschaft wird sie/er fir die Tätigkeit im Institut beurlaubt. 


Bewerbungen werden erwartet von Wissenschaftler/innen, die in der 
empirischen Wirtschaftsforschung, in angewandter ökonomischer 
Analyse und in der Politikberatung bestens international ausgewiesen 
sind. Sie müssen über die Fähigkeit zur Führung und wissenschaft- 
lichen Leitung einer groBen Forschungseinrichtung verfiigen und Er- 
fahrungen als Hochschullehrer besitzen. Die Auswahl erfolgt durch eine 
gemeinsame Berufungskommission von RWI und Ruhr-Universitat 
Bochum. 


Das RWI und die Ruhr-Universität Bochum streben die Erhöhung des 
Anteils von Frauen in Forschung und Lehre an und fordern geeignete 
Wissenschaftlerinnen ausdrücklich auf, sich zu bewerben. 


Die Bewerbungen geeigneter Schwerbehinderter sind erwünscht. 


Bewerbungen mit den üblichen Unterlagen werden bis zum 31. Januar 
2000 an den Vorsitzenden der gemeinsamen Berufungskommission 
Prof. Dr. Wim Kösters, Ruhr-Universität Bochum, Dekanat der 
Fakultät für Wirtschaftswissenschaft, 44780 Bochum erwartet. 
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| FINANCIAL ENTREPRENEURS Y (iid hide Gl ocd 
Needed World Wide For If you are an experienced prof-| | CALL FOR PAPERS 
“Marketing Visa Cards, U. S. essional who speaks Spanish or 
| Dollar Accounts, High Yield Portuguese AND English and 
Investor. Serious Inquiries. (336) | |!0oking for a better job, visit 































International Conference on “Arab Development Challenges of the new 








297-4800 Fax: (336) 297-0085 www.LatPro.com millennium” 
: i : ahs Rabat, Morocco 
www.e-z-card.com for job descriptions. June 26-28, 2000 





The conference aims at addressing the issues related to the economic, social and institutional 
challenges facing Arab states at the dawn of the new millennium, and helping delineate future 
visions and strategies on how to deal witlr them. 






The conference focus will be on identifying and assessing the future impacts of new 
economic global trends on Arab Countries (ACs), assessing the economic, social and institutional 
challenges facing the Arab states. and suggesting policy relevant strategies and visions for the 
new millennium on how to address these challenges with minimum risk and hardship. 





The creme always rises to the top, so 
why shouldn’t you? 


Looking for the way to achieve that higher level of income? If you're an 
international senior executive, over 40, and currently earning +100K per year, 
we can assist you in attaining your goals. Resume Broadcast International, 
will manage your career search with the personal contact necessary for 
success, Our commitment is not just 40 hours per week, but 24 hours a day, 
365 days a year. Contact us to meet our executive staff in London from 
28/12/99-17/1/2000 at Tel: (909) 866-4213, Fax: (909) 866-4244 or E-mail: 
102224.3306@compuserve.com and open the doors to opportunity today. 


Resume — 
roae 
Intermational 


Wanted 


Business E di tor e cae a seine r ` Hong 
ong, East Asia’s leading English-language 
En eweniner, is secking an editor to direct a PUBLICATIONS 
70 person staff in coverage of business and — = 
financial news from Hong Kong, China and 
the region. The appointment can be | et 
effective immediately, replacing the current 
business editor who has taken another 


position within the company. (8) u ts (0) u rc i n g 






Papers should be policy oriented, in-as much-as possible based on relevant theories. and 
empirical evidence and build on regional: as well as international best practice. They should also 
be in English. unpublished and focus on the following themes: 












+ How new global economic and social trends will affect ACs. ? 

How to build a viable Arab regional integration. ? 

What are the impacts of the introduction of the Euro on ACs. ? 

Are the benefits of the Euro-Med Association Agreements for ACs plausible, ? 

How to the enhance capacity of ACs to compete in global markets. ? 

What is the future of Arab development after the post oil era, ? 

What are the prospects of human development in ACs in the next millennium. ? 

How to improve the efficiency of Arab education:systems. ? 

What institutional reforms are needed to promote good governance in ACs. ? 

What science and technology policies are needed in AC's to face the globalization challenges. ? 








Resume Broadcast international 

PO BOX 2892, Big Bear Lake, California CA92315, USA. 
Tel: +1(909) 866 4213, Fax: +1 (909) 866 4244 

Email: 102224.3306 @compuserve.com 










A Detailed call for papers can be downloaded trom APPs web site at http:/Avww.kuwait.net/~api_ 


Abstracts for papers should be submitted along with a CV no later than January, 25, 2000. 
They will be reviewed by an evaluation committee and applicants of accepted abstracts will be 
notified. Papers, to be submitted by May, 25, 2000, will also be reviewed by the committee and 
authors will be notified accordingly. Travel and accommodation expenses of authors of accepted 
papers will be covered by the API 



















AH Inquiries about the Conference should be sent to: 
Belkacem Laabas, Conference Coordinator 
The Arab Planning Institute 
P.O Box 5834 Safat 
Postal Code 13059 
Fax: (965) 4842935 
E-Mail belkacem@api.kw.org 



















Applicants should have experience 

managing a news team, with a proven u n | oc k : È 

record of encouraging both breaking news J A Strategic G 

and analytical reporting of economic the f : = 7 i 

subjects. The successful applicant wili be fo Outsour 
The SCMP offers highly able to work in a multinational, 


competitive terms. multilingual environment, and to continue n ew se r vV i ce 


Please send applications to developing the professional standards of 
end applic h the SCMP staff. 
Robert Keatley, Editor, ec (0) n O m y 


South China Morning Post, Knowledge of the business and economic 








28/F, Dorset House scene in Greater China, and the rest of East 

979 King’s Road, Quarry Bay Asia, would be a decided advantage, as hardback/ paperback 
would a command of Cantonese or . co 

Hong Kong. Mandarin. But these are not mandatory. info & orders: www.oup.com 
More important are the ability to manage a 

Tel. 852-2565-2250; large and diverse news team, with the 








fax. 852-2516-7478: ability to recognise stories and their BUSI NESS Ps BUSINESS 
S 7 underlying trends, and turning these into 


email, rkeatleyv@scemp.com. accurate and objective spot news, feature PERSONAL OPPORTUNI Į IES 


and commentary articles. A talent for 
encouraging investigative journalism would CUT THE COST OF YOUR 
also be welcomed. STAY IN LONDON 

Comfortable self-contained serviced studio flats 


in Knightsbridge near Harrods, fully equipped 
kitchen-dinette, bathroom, phone, satellite T.V.. 





IPOsJapan.com 
Translations of- 

official - 
securities filings| — 


central heating, elevator, maid service, resident 

manager. Suit 1-2 persons. Brochure by Air-Mail: 
Knightsbridge Service Apartments 

45 Ennismore Gardens, London SW7 1AQ. 


e e . > 
South China Morning Post aga Hdr e e aa cee 





www.ksflats.demon.co.uk 
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INTERNATIONAL PROPERTY 











Howard... The best at last! 
A Golden Land Project in Panama 





2 The Panamá Canal The 4300 acres that comprise Howard Air Force Base, located at the 
Pacific entrance to the Panamá Canal, 10 minutes away from Panama 
City, are among the last that will revert to Panamá on December 1999. 
The experts’ studies have indicated that Howard is a potential 

site for an intermodal transportation center and for industrial and 
commercial development, such as heavy aircraft repair and 
maintenance, port operations, export processing zones and 

industrial parks. 








Howard's infrastructure includes: 

e An airport with a 2,591 m (8550 ft.) long and 46 m (152ft.) wide 
landing strip. 

Four hangars ranging from 8,820 sq.m (96,050 sq.ft.) up to 10,557 sq.m 
(114,966 sq.ft.) 

*Buildings with a total construction area of 115,000 sq.m (1,252,350 sq.ft.) 

e Water, electricity, access roads and sewage treatment plant. 

e Additional property available for industrial, commercial and 


i residential development. 
| < © 706 residential units and other buildings. 
ARI For more information contact: General Administration * P.O. Box 2097, Balboa Ancón, Panama, R.P. 


Autoridad de la Región Interoceanica  * Fax: (507) 228-1698 / 7488 * E-mail: ari_mercadeo@cwp.net.pa * www.aripanama.com 
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n Quality serviced apartments offering besi value 

for money. Our apartments offer a 

a compared to hoteis. Fuily 
bathroom, kitchen, TV. telephone 

eg esing. elevator, 

a Centrally located in Kensington area 







M Tourist Board Approved m 
Ashburn Garden Apartments 
a 3 Ashburn Gardens a 



















a South Kensington, London SW7 4DG, UK | 
info@ashburngardens.co.uk 
\ Tel: ++44 207 370 2663 I 
(n... ames 
READY MADE COMPANIES 
LOWEST ANNUAL FEES 
BANK INTRODUCTIONS 
OFFSHORE CREDIT CARDS 
‘Tel: 4353-1-6790600 Fax:+353-1-6790475 
Ridge House, 1 Conyngham Road, 
FundsExpress @clubiie 
Cyprus: 
Established since 1980 
COST EFFECTIVE 
NOMINEE & MANAGEMENT SERVICES 


www.ashburngardens.co.uk 
a n 

Fax: ++44 207 370 6743 

Companies from $250 
NOMINEE SERVICE 
Funds GE) Express 

Dublin 8, ireland 
Yeb+387-2752418 Fax:+387-2766722 
AVAILABLE 










BVI £275 
GIBRALTAR £275 
ISLE OF MAN £275 
BELIZE £275 
BAHAMAS £275 


OTHER JURISDICTIONS AVAILABLE 


PROFESSIONAL SERVICE PROVIDED BY 
IN HOUSE LAWYERS & ACCOUNTANTS 
CREDIT CARDS ACCEPTED 


FIDUCIARY MANAGEMENT 
13 WIMPOLE STREET 
LONDON W1M 7AB 


TEL: 0171 436 8100 
FAX: 0171 436 8188 


Email: fides3@fiduciary.co.uk 
http://www. FiduciaryGroup.com 
Please quote: Economist 












2ND PASSPORTS, DRIVER'S 
LICENCES, DEGREES, BANK 
ACs, CAMOUFLAGE PASSPORTS, 
GMC 
Fax +3120-524 1407 
Email: 100413 3243a¢compuserve.com 
http:/www.gtobal-money.com 






New Authors 
Publish Your Work 


ALL SUBJECTS CONSIDERED 








write of send your manuscript to: 
MINERVAPRESS 
315-317 REGENT STREET. 
LONDON WIR 7YB. ENGLAND 
ww. minerva-press.co.uk 


OFFSHORE 







anies, Openin 

eL/faximail for 

UNITED KINGDOM 
- Head Office - 


LAVECO Ltd 


Clos de Saignie. Sark, 
United Kingdom, 
Raymand Terry Gibson 
Tel: e44-148}-832-542 
‘ax: $44-[48{-832-116 
E-mail: rigibsona super. net.uk 


HUNGARY 
I: 























































Lic 
Website: www.laveco.hu 


y A 





















e Corporations and LLCs 

© Free name reservation 

| © Personal assets shielded 

| * Confidential and cost effective 
| © Full registered agent services 


FAX: 302-421-5753 TEL: 302-421-5750 


Registered Agents, Ltd. 


INCORPORATE IN USA 
BY FAX OR PHONE 





TYPICAL INCORPORATING FEES 











Delaware $199.00 
Wyoming $285.00 
Nevada $380.00 
: Utah $270.00 


E Mail: corp@dca.net 
Web Site: www.incusa.com 


1220 N. Market Street. Suite 606 
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+ Wilmington, Delaware 19801 













For 
century. 
unparalleled 


over a quarter of the 
OCRA has offered 
knowledge of 
international tax and asset 

















































EM 





protection planning for 
individual and corporate clients. 

Now delivered through a 
network of offices in 36 
world financial centres and 
all time zones, the collective 
experience, skills and resources 
of more than 300 mutti- 
disciplined OCRA professionals 
including lawyers, chartered e 
accountants 
economists and bankers are p 
instantly accessible ~ wherever p 
you are. 

For our FREE 110 page 
full colour brochure contact 
Colin W Forster (Director) B 
ISLE OF MAN 
PO Box 55 Companies House O 
Tower Street Ramsey 
Isle of Man IM99 1JA 


and secretaries, ange 


British isles Profe 


Telephone +44 1624 815544 O 
Facsimile +44 1624 817080 
E-mail: economist@ocra.com 5 


FREEPHONE UK 
0800 269 900 


FREEPHONE USA 
+1800 283 4444 


AR ma 






ci 


eneral 


Eveline Karis 
T 





E-mail ton@ocra 


MADEIRA 


de 





HUNCARY 








E-mail mad@acra 


CYPRU 


f-medt iy a 
USA AICS ita 





mi Kyot 
HONG KONG 
Raymond Cho: 
Phe: 

Fax + 


a} evin Mirecki BS 






LUXEMBOURG 


ta Kiss Eror 


iD ESG 


WORLD WIDE 


The Definitive Offshore Information Website 


www.ocra.com 





Instant Response 
Immediate Action 
29 Languages Spoken 


ehe e 
ed 
dvice 
age 
O 0 
O 
ed d 
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FINLAND 
è € 


lgren BS: 













BULGARIA 
Mavrodiev LLM 






SINGAPORE 
ance SV Nathan ACIS 
e PEP: 


3 a382 





era com 


AUSTRALIA 

































Europe made easy 


Crossair of Switzerland, Europe's largest regional airline, offers more than 28 daily departures 
from the the UK and Ireland to Switzerland. In addition, Crossair also offers more than 100 desti- 


e 
nations in 36 European countries through its EuroCross hub at EuroAirport Basle. Contact your crossadir 


local travel agent or Crossair +44 845 607 3000. www.crossair.com $. The Quuliflyer Group 
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TRAVELLING TO NEW YORK? 
Bed & Breakfast Service offers 200+ 
apartments, all in fashionable areas. Rates 
$90-300 p/n. 
Corporate Specialists 
Bed of Roses V., Inc. 
800 Sth Ave. NYC 10021 : 
Tel: (212) 421-7604, Fax: (212) 935-0617. www.worldtariff.com/econ 


Worldtariff 













nd AVAILABLE BY 
2" CITIZENSHIP EUROPEAN BANK 
Henley & Partner, Inc. “LETTERS OF CREDIT 
OFFICIAL PROGRAMS LEADING ‘TO “STANDBY LETTERS OF CREDIT 
FULL CITIZENSHIP AND PASSPORT “PROOF OF FUNDS 
TEL +44 - 1481 - $32 880 “INVESTMENT LOANS 
; +44 - 1481 - 832 881 «FINANCIAL GUARANTEES 


NLEY-PARTNER.COM 
















FAX APPLICATION TO BANK: 
BY GOVERNMENT +90 392 227 53 77 


At 2 q ia, Canada t K : APPOINTMENT E-MAIL: info@capital-available.com 
ere I in the ‘work ae CANADA IMMIGRATIO uf 


Let our exclusive group of former Visa Officers, with over 35 years 
experience, provide expert assistance and guidance to your immigratior 
process. Applications professionally and confidentially prepared. Ow 
money-back guarantee is your assurance of success. Fast internet and emai 
service. Specialists for skilled workers, businessmen and investors. 












Cali: 201.287.8400 Fax: 201.287.8434 | 
economist@newworldtele.com L f OIC CONFRATERNITY CANADA LTD, 
www.newworldtele.com S E 823-409 GRANVILLE ST. VANCOUVER, BC, CANADA, V6C 1T2 


TEL: (604) 669 0389 FAX: (604) 669 3905 
1402 TEANECK ROAD - SUITE 114 - TEANECK, NEW JERSEY « 07666 - USA INTERNET:- www.ciccanada.com E-MAIL-passport@infoserve.net 








Offshore Companies, Trusts, Tax Planning 


Innovative and cost-effective solutions to protect your assets and minimise your tax. The Sovereign Group is a professional global practice of leading 
tax specialists, operating in 16 jurisdictions worldwide for over 10 years. For complimentary copies of our guides to international tax planning and trustee 
services, please contact your most convenient Sovereign office. Alternatively call for expert practical advice free of obligation or charge. 


HONG KONG: Stuart Stobie USA: Bill Andrews GIBRALTAR: Diane Dentith U.K.: Simon Denton T.C.i: Paul Winder 

Tel: +852 2542 1177 Tel: +1 757 363 9669 Tel: +350 76173 Tel: +44 (0)207 479 7070 Tol: +] 649 946 5056 
Fax: +852 2545 0350 Fax: +1 757 363 9668 Fax: +350 70158 Fax: +44 {0)}207 439 4436 Fas: +i 649 946 5052 
hk@sovereigngroup.com usa@sovercigngroup,com gib@sovereizngroup.com uki@sovereigngroup.com Icl@isavervigngroup.com 



















Sovereign Trust (Gibraltar) Limited is ficensed by the Financial Services Commission ~ Licence No: FSC 001438. tones www.sover eigngroup.com 


OFFSHORE COMPANIES TRUSTS FOUNDATIONS 


Since 1977 The ICSL organisation has specialized in the establishment and administration of Offshore Companies, Trusts, 
Foundations and other structures with emphasis on Tax Mitigation, Asset Protection and Privacy. We also arrange no 
tax/low tax residency and alternative citizenship and passport. For information or an initial consultation without obligation 
please contact your most convenient ICSL office. Our corporate aim: to provide Quality Service at Reasonable Cost. 











CANADA - JACQUE LAPINE IBERIA - ROD RAMSDEN LLB LLM UK - PEYMAN ZIA 
International Company Services (Canada) Ltd Iberia Companhia de Servicaos Lda. International Company Services (UK) Ltd 


Tel: +1 450 679 7452 Fax: +1 450 6794263 Tel: +351 21 344 2030 Fax: +351 21314 2031 Tel: +44 171 493 4244 Fax: +44 171 491 0605 
Email: icscanada@cedep.net Email: por@ICSL.com Email: uk@1CSL.com ' 












USA (WEST) - KASRA SADR JD USA (EAST) - JERRY BAKERJIAN BBA URUGUAY - DR. CARLOS QUERALTO 











International Company Services (USA) Inc International Company Services (USA) Inc International Company Services S.A. s 
Tel +1310 550 8712 Fax: +1310 205 7973 Tel: +1 954 943 1498 Fax: +1 954943 1499 Tel: +598 2 902 1165 Fax: +598 2 902 1191 3 3 
Email: usawest@ICSL.com Email: usa@ICSL.com Email: uy@ICSL.com www. IC S L com 
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The UK & Offshore 
Company Specialists 


SOGOeCO HH RHERHHHOSHHETCEKOSEHSHOGEOBRERBEEE 


The Company Store Group 
International is one of the longest 
established professional firms 
specialising in worldwi 

company and trust 

formation, We š 
believe that we offer 
the quickest service 
and the most 
competitive fees, with 
no hidden extras. We 
undertake to refund the difference, 
if you can obtain the same services 
elsewhere at a lower cost. 


Ready made & own choice of name 
Co's available in UK & worldwide, 
B Free advice & colour brochure, 
E Free name check, 
We guarantee the 
i r lowest fees, 
re py E Complete 
COMPANY STORE GROUP confidentiality 
“SSS E Full nominee 
services, domicilation, 
bank introductions, 
mail, tel, fax, e-mail and 
associated services, 
All major credit cards accepted, 


PE COMPANY STORE GROUP 


søvvsesreovse 


26 North John Street, Liverpool L2 9RU, UK 
Tel: +44 (0) 151 258 1258 (24hrs) 
Fax: +44 (0) 151 236 0653 
e-mail: enq@companystoreworldwide.com 


Visit our comprehensive website: 
www.companystoreworldwide.com 
FREEPHONE (UK) 0800 26-26-62 


4.9¢ a minute calls 
to the USA 
from anywhere 
in the world! 






8¢ calls to UK, France, Germany, 
Netherlands, Belgium, Hong Kong, 
Sweden, Switzerland & more! 


Get low, low rates in the true spirit of the holidays! Phone friends and 
family back in the U.S.A. at just 4.9¢ a min! 


4.9¢ a min. NOW! 
1-718-234-8228 


We'll call you right back 
with ali the facts! 


Fax: 1-520-940-1176 


Or, call anywhere in Western 

Europe for just 8¢ a min, Get 
rock-bottom rates around the 
world. 





Call, fax, or contact Net2Phone® 
NOW and save! 


Or e-mail us at: 
n2p3@usa.com 


net 2phone” 


www.net2phone.com 
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OFFSHORE COMPANIES 
& TAX PLANNING 


BY LAWYERS 


The SCF Group is probably Europe’s premier LICENSED 
trust and management practice fully owned and operated by 
qualified lawyers and accountants. Unlike many competitors, 

the Group is fully able to meet your entire individual and 

corporate tax planning needs whilst our in-house 
management capabilities allow for added confidentiality and 
extremely competitive fees. If you or your company want to 
protect your hard-earned assets and not let them go up in 
smoke, please contact us today. 
e 100’s of Companies immediately available! 
e Full Management & Nominee Services 
s Secure Bank Introductions 

e Family Settlements & Asset Protection 
e Trust & Foundation registration 

e Fiscal Migration 

e Full Tax Planning Services 
e GUARANTEED CONFIDENTIALITY 
+ ULTRA COMPETITIVE FEES 








Ld Ld 
For the ultimate TAX Plannin / offshore company 
website, brochures and much more please visit us at 


www.scfgroup.com 


Rec. as one of the top 30 financial websites by the 
Financial Times of Londons’ International Magazine 
= aE ms W ë c] am E] TAA = 
FOR A FREE & FRIENDLY INITIAL CONSULTATION OR FULL COLOUR BROCHURE SENT OUT WITHIN 24 
HOURS PLEASE E-MAIL us AT offshore@scfgroup.com OR CONTACT ONE OF OUR OFFICES: 


LONDON DUBLIN MADEIRA MALAYSIA 
90-100 Sydney St, 27-29 Lower Edifico Marina Forum, Level 2, Lot 19. 
Chelsea, London, Pembroke St, Avenida Arriaga 77, Lazenda Commercial 

SWS 6NJ, UK Dublin 2, IRELAND 3rd Floor, Suit 305, Centre, Phase 3, Jalan 
Tel.+44 207 352 2274  Tek+353-1-662 1388 9000 Funchal, Okk Abdullah, 87000 
Fax: +44 207 795 0016  Fax:+353-1-862 1554 Madeira, PORTUGAL Labuan ET, MALAYSIA 

e-mail: e-mail: Tel +351 291 202 840-8  Tek+60 8 742 1644 

offshore@scfgroup.com offshore@scfintliolie Fay:+351 291202849 Fac+60 $ 742 1646 
e-mail: e-mail: 

scf@hibernian.pt seftrust@tm.netmy 


PA THE SCF GROUP 


HIBERNIAN TRUST & MANAG T LDA enemas 
(A Furty Licensen Taust & Management Co) 





Olympics 2000 - 
Unique Opportunity 


YOUR BOOK 
PUBLISHED 











Believe your work worthy of being published? 
We offer a complete and professional service. 

Both subsidised and non-subsidised contracts. 
All subjects considered. Member of LPG. 


HANDWRITING 
ANALYSIS 


Examiner of disputed and anonymous 
documents. Also aptit haracter 
assessment for recruitmeni purposes, 


Phillippa Lavell FAE 

9 Village Close, London NW3 SAH 
Tek: +44(0)171 794 6060 

Fax: +44(0)171 431 4699 





Expressions of interest are sought. for 

ive use of the accommodation and 
festaurant area of Sydney's oldest 
continuaily licensed Hotel, for four weeks 
over the period of the Sydney 2000 
Olympics. The Hotel is located in 
Sydney's historical Rocks precinct and is 
within easy access of the city’s highlights. 
Recently refurbished, the Hotel offers ten 
bedrooms on the upper two levels or nine 
with private dining/conference facilities 

g 12. The Hotel's 16.24 mir motor 


services during that period. 


Expressions of interest in writing by mail 
or fax ciose on 34 January 2000. Further 
information including a detailed brochure 
and proforma agreement can be obtained 
from: 

The Lord Nelson Brewery Hotel, 
The Rocks Sydney 2000, Australia 
Tei 61-2-92514044 Fax 61-2-9251 1532 
2000@lordneison.com.au 
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ECONOMIC INDICATORS 

























































































| OUTPUT, DEMAND AND JOBS Euro-area Gpp grew at an annual rate of 4% in the third 
quarter, lifting the 1z-month growth rate to 2.3%. Italian industrial production fell by 1.4% in the | 
year to October; Belgium’s rose by 2.3% over the same period. Switzerland's jobless rateedged up | 
| t02.4% in November; Sweden’s was unchanged at 5.2%. | 
| % change at annual rate The Economist poll Industrial Retail sales Unemployment | 
| GDP forecasts __ production (volume) % rate aA 
i 3 mths? 1year 1999 2000 __3mthst 1year 1 year latest year ago 
Australia + 3.2 +3903 +41 + 35 na + 1.3 Q2 | 
Austria ma +172 +20 +28 nma +63 Au" | 
+1792 +18 +28 na +23 Oct* 
+1803 +18 +31 +39 + 15 Od : 2 
i +42 Q + 38 + 3.4 +11.7 + 6.2 Sep ; F i 
Denmark +08 +15 02 +14 + 23 na + 3.7 Sep - 0.1 Oct 5.6. “Sep 6.2 
France +42 +3003 +26 + 3.2 +11.6 + 3.1 Sep + 3.0 Sep 11.0 Oct 117 
Germany +29 +12 +13 +27 +31 +15 00 = 27 sp 10.4 Nov 107 
Italy x cet + 0.8 Q +12 + 2.3 +60 -1.4 Oc + 1.0 Sep 11.4 Jul 12.0 
Japan 38+ 09 OB +10 +11 +16.3 + 1.3 Oct 71.8 Sep 4.6 Oct 4.3 
| Netherlands +45 +40 Q93 + 3.2 + 32 +49 + 28 Sep + 2.5 j 3.4 oa E: 
| Spain +46 +36 Q +237 + 38 +83 + 3.7 Sep na 15.3 Oct 185 | 
| Sweden +28 +32 Q +35 + 36 ~ 18 +39 Se + 4.2 Sp 52 Not 54 | 
| Switzerland +24 +1693 +13 +22 na + 2.0 Qz ~ 1.7 Oq 2.4 Now 33 | 
United States + 55 +4293 +39 +34 +35 +3300 +99 Aug 41 Nv 44 
Euro-11 +40 +2303 +20 + 3.0 +37 +08 Sep + 3.4 Jun 9.9 oct 106 
*Not seasonaily adjusted. t average of latest 3 months compared with average of previous 3 months, at annual rate. tAug-Nov, claimant count rate 4.1% in| 
November § Aug-Oct t 
























































we COMMODITY PRICE INDEX 
gee Cocoa prices fell again this week 


after farmers in Côte d'Ivoire, the world’s 
biggest cocoa producer, called off their 
threat to blockade ports and warehouses tc 
protest at low prices. In November farmers 
burned cocoa beans during a nine-day 
blockade. Farmgate prices have fallen by 
half since the industry was deregulated in 
August as a condition for the country ob- 
taining mF loans. A new price-stabilisation 
system will not be ready until next season 
The cocoa market has long been depressed 
by over-supply. Prices in London have 
dropped by half in 1999, dipping to a 7'2 
year low in November. But Côte d’Ivoire’s 
output may fall this season: yields aredown 
and some crops have been abandoned. 


1990=100 % change on 
Dec 7th Dec 13th* one one 
month year 


Dollar index 

























































*Not seasonally adjusted t Average of latest 3 months compared with average of previous 3 months, at annual rate. **New series, 


| 
| | 
| PRICES AND WAGES American producer-price inflation rose to 31% in the year to Novem- | Alltems 88.5 86.5 
| ber; Britain’s increased to 2.1%. In the United States, consumer-price inflation in November | 94—333 S98 28 7128 
| reached its highest annual rate since December 1996. It edged up to 1.4% in Britain in the year to oo ve eiee Gedoe aai 
| November and to 2.2% in the Netherlands. It was unchanged in Sweden at 0.8%. le a ee oe e 
| "Metis 815 810 +07 77 
| % change at annual rate , The Economist poll ) | Sterlingindex. = ~~ ~~ SSS 
| Consumer prices* consumer prices forecast Producer prices* Wages/earnings i 
| 3mthst lyear `“ 1999 2000 3 mths? 1 year 3mthst  tyear _ | All tems 2973 i o z 18 + 27 
Australia +37 +1793 +13 +28 +84 +10 93 ~17 +093 | Food A Tek 988 - 33 -93 
Austria +07 +08 Oct +06 +12 + 04. r10 Now na na i industrials 
Belgium +14 + 15 Nov til +14 +74 +27 0a Eo ie ce ae reece Z 
Britain +26 + 14Nw +19 +23 E7 4 21nw +49 +52 0a | Nof 27 . 
Canada +26 +23 0a 417 +22 +69 42400 +40 +02 Sp | _Metals 896 891 4 J4 +324 
Denmark +35 +30 0a +24 +23 +46 +2304 +18 +390% | SDRindex 
France +11 +09 Now +05 + 10 +35 +04 Oc +24 +1907 | Allitems 87.2 854 - 1.5 + 14 
Germany ~ 04 + 1.0 Nov +06 + 12 + 3.0 +32 Nov + 
italy +26 + 2.0 Nov +16 +19 + 5.7 + 16 Oct 
Japan +08 - 07 0a -03 - 92 -30 - 17 Nov 
Netherlands +26 +22 Nov +22 +23 +77 +35 0a 
Spain aa BA + 25 Oct +23 + 24 + + 27 oc Metals 
| Sweden na + 0.8 Nov +04 +13 + + 07 Oc | Gold 
| Switzerland + 19 +13 Nov +08 +12 +2 + 02 Oct j _ | Speroz 27960 27925 -~ 49 =- 46 
| United States +35 + 3.2 Nov +22 +26 +31 No +34 +36 Nw | Crude oil North Sea Brent 
| Euro-14 + 1.0 + 14 Oct +141 +415 +58 +20 Oc +24 + 2.2 QR“ | $ per barrel 25.31 24.31 ~ 07 41374 














E ALCOHOL CONSUMPTION Prost, as 
the Germans say. Rather often, it seems: 
they knocked back an average of 100 litres 
of alcoholic drinks each in 1998, according 
to Euromonitor. But that was down from 
104 litres per person in 1994. Australians are 
almost as keen boozers as the Germans. 


Alcoholic-drinks consumption 
Wires s per person, 1288 





Sheer volume drunk says nothing, of 
course, about alcoholic strength: hence 
vodka-quaffing Russia’s apparently sober 
rating. Indeed, a shift in tastes from vodka 
to beer, together with a sharp rise in living 
standards, explains why Poles’ consump- 
tion has increased by 32% since 1994. Egypt, 
which is mostly Moslem, is the driest coun- 
try in our table. Egyptians sipped a mere 
half-litre of alcoholic drink each in 1998. But 
| that was two and a half times what they 
drankin 1994. 
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FINANCIAL INDICATORS 


MONEY AND INTEREST RAT ES pare s dovernmment® -bond market took a dive following 
strong retail-sales figures. Thirty- year Treasuries yielded 6.31% on December 14th. Japanese 
broad-money growth slowed to 3% in the year to November. 

Money supply* _interest rates 
% rise on year ago 








© CURRENCY FORECASTS Each quarter 
we ask J.P. Morgan to predict dollar ex- 
change rates for 16 currencies in a selection 
, p-a. (Dec 14th 1999) of developed and emerging economies. The 

forecasts are for the end of March 2000 and 
the end of December 2000. The dollar is 
forecast to weaken against all the rich- 
country and many of the developing-coun- 
try currencies in our table over the next 12 | 
s1 oeg | Months. The euro is expected to bounce 
EES 420 557 back from its flirtation with dollar parity to 


“4.60 
2.88 na 24) 397 as high as $1.15 a year from now, just shy of 


850 604 620 457 740* | its launch rate of $148 in January. The yen 


| 
| 








2-year 10-year gov't corporate 


) __prime gov'tbonds latest’ yearago bonds nds 
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5.78* 500 

















97 345 3.32 365 395 501 na 511 _ | too. is seen appreciating. A year from now, 
France 5 Bi 11%, Germany 5. 01%, italy 5, 29%. Benchmarks: Japan No.218 1 76%, US 30-year 6.31%. +Dec 13th. one dollar is forecast to fetch only ¥98. Even 
“Narrow: M1 except Britain MO, broad: M2 or M3 except Britain MA. Sources Commer zbark, Den Danske, LP. Morgan, Royal Bank of Canada, Svenska i T i wci Fy 
Hardelsbanken, Warburg Dillon Read, WEFA Group, Westpac, Primark Datastream. Rates cannot be construed as banks’ offers the hitherto plunging Russian rouble 18 








tipped tostrengthen slightly against the dol- 





STOCKMARKETS In the week to December 14th the Stockholm stockmarketinc index gained 34% | lar. But the Chinese yuan is expected to be 
devalued by more than 10% between March 
and December next year. 


on the back of a rise in the price of shares in Ericsson, which has a weight of one-quarter in thein- 
dex. Milan was the best performer this week, rising by 3.5%. 


Market indices ___% change on _ j 


one one record Dec 31st 1998 
week year high  inlocal in$ 
currency terms 
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red above plus eight others, in dollar terms 
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salomon Brothers V Wort Me Government Bond Index, total return, in dollar terms, 


TRADE, EXCHANGE RATES AND BUDGETS America’s 12-month current-account deficit soared above $300 billion for the first time, to | 
$301.2 billion in the third quarter. Germany’s 12-month current-account deficit widened to $10.1 billion in October; Japan’s surplus narrowed to | 
$113 billion. The euro hovered above parity with the dollar. Sterling rose to 3.14 p-marks, its highest against the German currency since May 1989. 











Trade le balance*, Sbn Current account Exchange rate Currency units B Budget 
latest latest 12 “Sbn The Economist polt trade-weighted* per per per per balance 
month months latest 12 mths % of GDP, forecast Dec 14th year ago $ £ DM euro % of spP 

2000 Dec 14th year ago 1998" . 
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-EMERGING-MARKET INDICATORS _ 





E EU ENLARGEMENT If you judge them 
just by economic criteria, which of the 13 
countries trying to join the European Union 
are actually qualified? Ask Pricewaterhou- 
seCoopers, a firm of accountants, which 
has devised a barometer of readiness. It in- 
cludes 20 different indicators, bunched into 
four sets: macroeconomic stability, in par- 
ticular the inflation rate and the level of 
public debt; economic structure (GpP per 
person and the significance of farming); 
economic integration with the Eu, mainly 
in trade and investment; and economic in- 
frastructure (university enrolment rates, 
telephones per person and so on). The first 
three of these four broad criteria are each 
given a maximum weight of 30%, and the 
fourth 10%, to form the index. The higher the 
index, the readier a country is tojoin. 
Embarrassingly, Slovenia, the Czech 
Republic, Poland and Cyprus all emerge 
better qualified than Italy; and as many as 
eight of the 13 hopefuls are in better shape to 
join than Greece, which has been a mem- 
| ber since 1981 but hopes to join Europe’s sin- 
gle currency in 2001. In Slovenia, Poland, the 
| Czech Republic, Malta and Cyprus, farm- 
ing as a share of Gpr is less than half that in 
Greece. Ifjoining the £u were solely a matter 
of vital statistics, the likely winners would 
be clear. But in few beauty contests are the 
judges wholly objective. Economics says lit- 
| tle about geopolitical allure—perhaps the 











| Greece 


Slovakia. 
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< Source: Pricewaterhousecoopers — > 
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ECONOMY China’s 12-month trade surplus narrowed to $28.7 billion in November, 30% less 
than a year earlier. Poland’s 12-month trade deficit narrowed to $13.6 billion in October. Russia’s 
12-month current-account surplus soared to $15.9 billion in the second quarter. Its consumer- 
price inflation slowed to 50.3% in the year to November. 


% change on year earlier _Latest 12 months, $bn 




















































































































GDP industrial Consumer Trade Current “Latest Year ago 
production prices balance account 

China + 7.0 Q3 + 7.6 Nov -~ 0.9 Nov +28.7 Nov +29.3 1998 154.7 sen 
Hong Kong + 45 33 -66%  - 4204 ine = 52 Oct + 0.6 19987 90.4 Sep 
india + 55 Q2 + 8.7 oa + 0.9 oa “= 7.8 od ~ 43 o "31.2 Sep 
Indonesia + 0.5 93 +10.2 Q2 + 1.6 Now 423.5 oct + 44 q1 26.2 Aug 
Malaysia + 8.1 93 +13.9 ot + 2.1 0a i +18.5 Oct + 9.4 1998 30.0 oa 
Philippines + 3.1.93 + 4.2 Sep + 39 Nov + 3.3 sep - 4.6 Aug 12.7 sep 
Singapore +567 93 +22.6 Oct + 15 oct + 3.9 oct +17.9 03 75.9 Sep 
South Korea +12.3 o3 +30.6 oa + 14 nw +25.8 Novy +28.1 oa 65.4 sep 
Taiwan $5.19 — +7504 = O9 Nov  +100nv +51% 102.3 Aug 
Thailand + 3.5 Qt +144 0a nil Nov + 9.6 Oc +12.4 Oa 317 oct 
Argentina - 49 92 - 0.5 oa - 1.8 Nov - 24 oa t 
Brazil — 9,3 8 + 2.5 oc + 8.1 Nov ~ 2.1 Nev 
Chile - 15 %83 - 5.8 oct + 2.6 Nov + 1,2 oa 
Colombia -76% _-~98sp + 97 Nv + 0.9 sep 
Mexico + 46 + 25 0a + 139° Nov I 5400-1420 323 0q 
Venezuela ~ 9:6 a2 na + 20.1 Nov + 5.0 sun 
Egypt + 6.0 19995 + 8.0 1998 + 230a 12.5 Q 
Greece + 3.5 1998 + 2.2 Sep + 2.6 Nov 717.6. tan 
israel #253 + 90S + 2900  =73now KS 
South Africa +1793 + itot + 170a + 26 ot 
Turkey - 5.6 93 - 9.1 oa + 64.6 Nov ~13.6 Sep 
Czech Republic + 0.8 93 ~- 13 oa + 19w — -200a 20 
Hungary + 38 %2 +14.3 oa + 10.6 Nov ~ 2.300 20 
Poland +309 +9200 + 87o -1360a -1080a 25.0 Sep 
Russia + 18.93 +103 0a + 50.3 Nov 4311 sep +15.9 oz 71 oc 





*Excluding gold, except Singapore; IMF definition. t Visible and invisible trade balance. §Year ending June. TtNew series. 


FINANCIAL MARKETS In the week to December 14th the Istanbul stockmarket leapt by 
19.7%, thanks to the prospect of Turkey’s entry to the eu and the chance of a loan from the ime 
Tel Aviv rose 7.1% ahead of Israeli-Syrian peace talks. Mumbai and Moscow both lost 3.6%: in- 
vestors in India unwound long-term positions; those in Russia worried about Chechnya. 











































































































Currency units interest rates Stockmarkets % change on 
per$ per£ short-term Deci4th Dec31st1998 
Dec 14th yearago Dec 14th % p.a. one “in local ins 
week currency terms 
China 8.28 8.28 134 1.98" 1512.2 ~04 + 240 + 240 
Hong Keng 7.77 775 126 59 162827 + 13 + 620 + 615- 
india 43.5 42.6 70.3 
Indonesia _ 7,205 7,750 11,634 
Malaysia 3.80 3.80 6.14 
Philippines 407 394 657 
Singapore 1.68 165 271 
South Korea 1,134 1,209 1,830 
Taiwan 316 32.3 51.0 
Thailand 38.6 36.4 62.3 
Argentina 1.00 1.00 1.61 E : : ; 
Brazil 1.85 1.20 2.98 18.95 146440 +24 +1159 + 412 
Chile 537 473 867 5.008 50174 +04 + 396 +230 
Colombia 1,888 1,527 3,048 1730 10056 +17 =- 93 7 
Mexico 9.41 9.88 15.2 16.14 6,654.2 +40 + 681 +767 
Venezuela 643 562 1,039 12.25 5,353.3 +22 + 18 - 13 
Egypt ETE 553 89 12,6877 +25 + 388 +382 
Greece 328 280 530 10.105, 57.2 +42 +1036 + 738 
israel “4.18 4.16 6.75 888 4743 +71 + 581 + 574 
South Africa 6.13 6.00 9.9 10.98 ~ 8132 +34 + 494 + 434 
Turkey 529,525 308,100 855,024 70.00 12,064.2 +19.7 + 3644 +1766- 
Czech Republic 35.7 30.1 57.6 5.63 474.0 sA + 202 + 12 
Hungary 252 217 407 1440 80406 +15 + 75 + 88 
Poland 4.21 348 680 1880 16,8597 4 +59 + 318 + 98 
Russia 26.9 2210 a34 5500 1090F -36 +1310 + 850 





*Proxy, due to lack of inter-bank market. TNew series, inflation-adjusted. #in dollar terms 

Sources: National statistics offices, central banks and stock exchanges; Primark Datastream; EIU, Reuters; Warburg Dillon Read; J.P Morgan; Hong Kont 
Monetary Authority; Centre for Monitoring indian Economy; FIEL; EFG-Hermes, Bank Leumi Le-israel; Standard Bank Group; Akbank; Bank Ekspres; Deut 
sche Bank; Russian Economic Trends. 
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Shell is playing a major part in the move from oil to gas, 
and now we're planting the seeds of renewable energy with 
Shell International Renewables, a new business committed 
to making renewable energy commercially viable. In 
Uruguay, we're exploring the great potential of “biomass” 
energy from fast-growing forests. And we're developing 
siomass-fuelled plants in the South Pacific to bring electricity 
to remote areas. It’s part of our commitment to sustainable 
development, balancing economic progress with 
environmental care and social responsibility. In 2050, half 
the world could be powered by renewable energy, so we're 
focusing our energies on developing these new solutions. 
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Our widespread deployment of resources across Asian capital markets continues to 
achieve results. The Tracker Fund of Hong Kong (TraHK) represents the innovative first step 
in the disposal of the Hong Kong Government's equity portfolio. At US$4.30 bn, the TraHK 
offering was the largest ever IPO out of Asia (ex-Japan) as well as the largest ever fund 
launched globally. A key transaction that shows the combination of global network and 
local knowledge that is ING Barings’ expertise in the field. For more information, contact 


David Hudson in Hong Kong on 852 2848 8488 or visit us at www.ingbarings.com 
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Our widespread deployment of resources across Asian capital markets continues to 
achieve results. The Tracker Fund of Hong Kong (TraHK) represents the innovative first step 
in the disposal of the Hong Kong Government's equity portfolio. At US$4.30 bn, the TraHK 
offering was the largest ever IPO out of Asia (ex-Japan) as well as the largest ever fund 
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local knowledge that is ING Barings’ expertise in the field. For more information, contact 


David Hudson in Hong Kong on 852 2848 8488 or visit us at www.ingbarings.com 
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Despite widespread expecta- 
tions, the world did not 
end as 1000 dawned. 


China in 1024 issued the first 
paper money. A Swedish 
bank followed suit in 1661. 


In 1099 the first crusade cap- 
tured Jerusalem from the Mus- 
lims; in 1187 Saladin took it 
back. In 1453 Turkish Muslims 
took Constantinople. In 1492 
Christians took Granada, the 
last Muslim state in Spain. 


| A university was founded at 


Bologna towards 1100, at Paris 
and Oxford in the noos, Sala- 
manca in 1218, Heidelberg in 
1366. Harvard came in 1636. 


From 1206, Mongol armies 
spread across central Asia, into 
Eastern Europe, the Middle 
East and, by 1279, all of China. 
But in 1368 a Chinese dynasty 
was restored, and a defeat in 
Russia in 1380 began the west- 
ern Mongols’ downfall. 


From around 1250, European 
sailors began to use the (Chi- 
nese-invented) magnetic 
compass. In 1433 China's last 
long-sea expedition ended. 





Cimabue was born by 1251, 
Dante in 1265, Petrarch in 1304, | 
| Leonardo da Vinci (above) in 
1452, Machiavelli in 1469, Mi- 
chelangelo in 1475, and with 
them Europe's Renaissance. 


‘ Italian banks were flourish- 


ing by 1300--though default 
by England's King Edward IH 
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in the 1340s brought a huge 
financial crash. 


The Black Death in 1347-49 
killed millions in Asia and 
North Africa, and maybe one 
European in three. 


The first European book print- 
ed with movable type was 
published in 1457. 


In 1492 Cristobal Colon 
sailed the Atlantic. In 1519 a 
Spanish force seized the Aztec 
capital in Mexico. Latin Amer- 
ica in 1810-25 broke free from 
Europe—under, everywhere, 
ethnic-European rule. 





Martin Luther nailed his 95 
theses criticising papal “indul- 
gences” to a church door in 
Wittenberg in 1517. The Refor- 
mation, splitting western 
Christendom, was on its way. 


From 1524, Turkic invaders 
created the Muslim Mughal 
empire in India. From the 
1750s British ones took it over. 


In 1553 the Muscovy Com- 
pany, of London, issued the 
first equity shares. The first 
limited-liability law came in 
1811, from New York state. 


From the mid-16th century un- 
til the 19th, Europeans 
shipped maybe 12m Africans, 
bought from their African cap- 
tors, across the Atlantic as 
slaves. Arab slavers took mil- 
lions more to the Middle East. 


| In 1600 the English East 
India Company was set up, 
in 1602 the Dutch one; big 
steps for world trade, giant 
ones to European rule in Asia. 


Japan cut itself off in 1639 
from the outside world, to 
reopen only in 1853—-and 

| catch up on three centuries of 
| western technology in one. 


| Ruler from 1682 to 1725, Peter 
the Great tried to modernise 
| Russia. From 1924 to 1953, 

| Joseph Stalin tried again. 











Newton published his “Prin- 
cipia”, setting out the laws of 
motion, in 1687; Darwin his 
“Origin of Species” in 1859; 
Einstein his special theory of 
relativity in 1905. 


From 1733, John Kay’s flying 
shuttle and (1769) Richard Ark- 
wright’s spinning machine (in 

| prototype, above) revolution- 

| ised textiles, mankind's biggest 
industry. Driven by James 
Watt's steam engine (1765), the 

| machines, ships and railways 
of the industrial revolu- 
tion gave the world a new 
economy, society and (briefly) 
top dog, Britain. 





The future United States in 
1776 declared itself indepen- 
dent of Britain, and all men 
created equal; and stuck to 
slavery until 1865. France in 
| 1789 rose against its royal re- 
| gime and proclaimed the 
rights of man; and in 1804 
| hailed its ruler, Napoleon 
Bonaparte, as emperor. 


Europe in 1848 burst into near- 
revolution. Little came of it at 
the time—except Karl Marx’s 
Communist Manifesto. 


America’s first oil well was 
drilled in 1859. The first Middle 
East oil strike came in 1908. 


Eleven slave-owning states se- 
ceded from the United States 

| in 1860-61, but by 1865 had lost 
the resultant civil war. 


In 1861 the tsar abolished 
| serfdom in Russia. In 1917 





| Marxists seized power there. 
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| In 1861 a unified Italy was pro- 
| claimed, in 1871 a unified Ger- 


many. The nation state had 
triumphed; many new states 


and many wars followed. 


In 1876 Alexander Bell showed 
off his telephone, in 1879 


' | Thomas Edison his electric 


lighting; in 1903 Orville and 
Wilbur Wright took to the air; 
in 1908 Henry Ford launched 
his Model T car; 1946 brought 
the first general-purpose com- 
puter; 1947 the first transistor. 
All made in America. 


i In 1912 a republican regime re- 


placed China’s imperial 
dynasty. In 1949 Mao Zedong 
made it a communist one. 


1914-45 brought disaster: a 
huge European war; a com- 
munist coup in Russia; global 
slump; Nazi takeover in Ger- 
many; Japanese attacks on 
China; a world war and Nazi 
murder of millions of Jews: 
and the first use of nuclear 
weapons, against Japan. 


From the late 1940s, Europe’s 
colonies won independence. 
Many soon succumbed to au- 
thoritarian rule of their own. 


From 1945 to 1989, a capitalist 
block led by the United States 
and a communist one led by 

the Soviet Union and China 


fought a cold war. In 1991 the | 


Soviet Union fell apart. China, 


| still communist in name, 
| rediscovered market forces. 





In 1969 an American space- 


craft landed the first two men 


on the moon. 


As 1999 ended, millenarian 
loonies declared the world 
about to end too. 
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The millennium of the West 


HIS has been the millennium of the West: 

first Europe, later its offshoots too, above 
all the giant one in North America. It has ex- 
ported worldwide its soldiers, missionaries 
and empire-builders, its religion and its ideas, 
its arts and its sciences, its goods and its tech- 
nology, its political and business systems, 
even its principal currency. Like it or not (and 
much of the world often has not), for the mo- 
ment the West has triumphed. 

Nothing proves the triumph will endure. 
Already one quite small Asian nation, Japan, 
has made a huge mark on the world econ- 
omy. Who knows what will happen when 
China and (surely, one day) India really get 
moving? Already Christianity, the faith once almost syn- 
onymous with Europe, is decaying in its homelands—as its ri- 
val, Islam, is not. Electoral democracy, the rule of law, the tol- 
erance of dissent, the belief in individual rights: all of these, 
which now seem characteristic of the West, are quite recent 
inventions, repeatedly trampled down in the region that pro- 
claims them; and there is no guarantee (though fair reason to 
expect) that they will last, there or elsewhere. Still, for now, the 
world is one largely shaped by the West. 

It is in this perspective that The Economist—part of that 
West, sharing its hopes, its beliefs and its prejudices—reports 
the millennium that has brought this world about. History is 
written by the victors, and those of 2500 or 3000 may have a 
very different view of what mattered in our past 1,000 years, 
let alone theirs. But here we are, now. 

The following pages report what seem, from that stand- 
point, the greatest changes of our millennium: such things as 
the astonishing multiplication of human wealth, of the hu- 
man race, and of the knowledge, skills and communication 
that have enabled both to happen. We report too the events— 
not all great ones in themselves—that typify these: anything 
from the first crusade through the birth of banking to the 
Dutch purchase of Manhattan island, Japan’s zaibatsu, the 
world wars and the contraceptive pill. The main trends get 
sizeable articles of their own; that apart, the structure of this 
issue is much what readers are accustomed to—even to two 
pages of statistics, heroic ones some of them—seeking to do for 
a millennium what we usually do for a week. With one excep- 
tion, our viewpoint too is the usual one: we write from the 
present day, with the happy benefit of some years, or centu- 
ries, of hindsight. The exception is our columnists. We’ve given 
them leave to step back in time. The results include an Eco- 
nomics Focus review of a new work on wealth by a Scottish 
economist called Adam Smith; and Lexington imagining the 
outlook for an ex-United States, after a post-war talk in the 
Confederate capital with a happy President Jefferson Davis. 

What stands out from this hurtle through history is how 
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far from predictable our millennium was. If 
some European Rip Van Winkle had gone to 
sleep in 999, he’d have had no great reason to 
expect (and plenty not to) what he saw when 
he woke up this week. The West triumphant? 
In 999, the older civilisations of China and In- 
dia were also, in many fields, more advanced. 
To Europe’s east was to come a Mongol em- 
pire larger than Rome’s had ever been; and 
then a Turkish one that would live far longer 
than those of Britain or even Spain. Across the 
Atlantic lay other cultures that might, given 
more unity and less trust, have driven back 
the future invaders from Europe. In Van Win- 
kle’s own continent, Christianity was domi- 
nant, but the liveliest culture was Muslim. Europe was yet to 
acquire from Arabs the basics of public hygiene and health, 
the navigators’ instruments that would one day take its galle- 
ons to the ends of the earth, the very zero and notation that 
would enable its scientists to calculate; even much of its own 
Greek past. Europe was to surpass them all. And yet only 80 
years before the sleeper woke up, Oswald Spengler’s “The De- 
cline of the West” would strike a powerful chord. And no 
wonder: the European heart of the West had just torn itself 
apart in one gigantic internecine war and would soon be pre- 
paring for another. 

And knowledge and wealth, health and population, insti- 
tutions and ideas? Why should Van Winkle expect these to 
flourish during his long sleep? Mankind had never experi- 
enced—and may never again—the huge advances that it, so 
swiftly, was about to achieve. Europe, their future source, had 
just endured some miserable centuries. It was good at vio- 
lence. But its builders of roads, bridges and houses, many of its 
craftsmen and farmers, were yet to get back to the level of the 
Romans. So, west of Byzantium, were its artists, law-givers and 
writers, struggling in a Latin that few of their countrymen 
could read, let alone understand. True, the Bible promised 70 
years of life, but it was surely God’s will that most adults in 
fact had 30 or 40. And when three or four infants died in ev- 
ery ten, who could imagine that the figure would one day be 
six or seven per 1,000—or even want it, given the way babies 
multiplied and food supplies didn’t? As for ideas and institu- 
tions, why pretend that all men—nay, women!—would ever, 
anywhere, stand equal before a just law, justly administered? 
That powerful men would anywhere cease to act as such men 
always had, let alone give up their power just because their 
fellow-citizens put papers into a box saying they ought to? 
Why would anyone believe in progress? 

Anyway, Van Winkle had the next world to console him. 
And was even this one so bad? God, after all, had created it, 
and set moon, sun and stars to circle round it, had He not? 





WEALTH 





The road to riches 


Western man is incomparably richer than his ancestors of 1,000 years ago. 
And he takes it for granted that he will grow richer still. Yet, seen in its 
long-term context, the past 250 years’ rise in incomes and living standards 
looks less like an inevitable process and more like a single, astonishing event 


OR nearly all of human history, econ- 

omic advance has been so slow as to be 
imperceptible within the span of a lifetime. 
For century after century, the annual rate of 
economic growth was, to one place of deci- 
mals, zero. When growth did happen, it was 
so slow as to be invisible to contemporar- 
ies—and even in retrospect it appears not as 
rising living standards (which is what 
growth means today), merely as a gentle rise 
in population. Down the millennia, pro- 
gress, for all but a tiny elite, amounted to this: 
it slowly became possible for more people to 
live, at the meanest level of subsistence. 

From about 1750, this iron law of history 
was broken. Growth began to be no longer 
invisibly slow nor confined, as it largely had 
been before, to farming. The new increase in 
human productivity was staggeringly large: 
it not only supported a hitherto 
unimaginable 7'2-fold rise in the 
world’s population, but entirely 
transformed the lives of ordinary 
people throughout the West. 

This surge of growth was due 
to industrialisation. Thanks to it, 
material prosperity has risen more 
in the past 250 years than in the 
previous 10,000. And so condition- 
ed to growth have people become 
that most westerners now expect 
their standard of living to improve 
automatically year by year; if it 
does not, something is wrong. This 
taking for granted what would 
once have seemed miraculous is 
the measure of the change. 


What, why, there, then? 


What happened? And why at that 
particular time, in that particular 
place, Western Europe and its 
American offshoot? The answer to 
the first question seems straight- 
forward: technology happened. 
Yes, but that doesn't tell us much: 
“better technology” is much the 
same thing as “economic growth”. 
The real issue is: why? What set off 


10 


this technological upheaval, and why there 
and then? 

One theory goes as follows. Technology 
is driven by knowledge, and especially by 
scientific knowledge. Knowledge is cumula- 
tive: once it exists, it does not cease to exist. So 
this process of accumulation, with discov- 
ery building on discovery, is strongly self- 
reinforcing, with a built-in tendency toaccel- 
erate. When a certain critical mass of know- 
ledge exists, the pace of future accumulation 
can increase very sharply, as previously un- 
suspected connections between different 
branches of knowledge are exploited, each 
breakthrough creating new opportunities. If 
something like this is correct, then a techno- 
logical take-off point was bound to come 
along somewhere, some time. 

Why, then, did it come along in 18th-cen- 





The wonders of science—alchemy, in this case 


tury Europe? On this view, because the sci- 
entific preconditions were in place. Euro- 
pean science had flowered in the 17th 
century—the age of Galileo and Newton, of 
Hooke and Huygens. These and others, note, 
were technological innovators as well as sci- 
entists. Galileo, a pioneer of mathematics 
and astronomy, made telescopes and other 
instruments. Hooke, he of Hooke’s law of the 
compression and extension of elastic bodies, 
a brilliant chemist and physicist, built an air 
pump and developed balance-springs for 
watches. Huygens, a mathematician and 
physicist, invented the pendulum clock, and 
proposed a kind of internal-combustion en- 
gine (using gunpowder for fuel); even New- 
ton, generally disdainful of technology, 
worked on improving the marine sextant 
and invented the reflecting telescope. 

Mathematics and mechanics had come 
together. By the end of the 17th century, un- 
derstanding and application had converged. 
Knowledge had expanded, you might say, 
up to and beyond that point of critical mass. 
The intellectual foundations for the techno- 
logical revolution were in place. 

The discovery of atmospheric pressure is 
probably the best illustration of how an ear- 
ly scientific finding gave rise to a crucial new 
technology. The technology in question was 
literally the driving force of the industrial 
revolution: the steam engine. Evangelista 
Torricelli and Otto von Guericke 
were the first Europeans to show 
that the atmosphere existed; in 
1654 von Guericke, mayor of Mag- 
deburg, demonstrated the fact 
with his famous public experi- 
ment in which teams of horses 
were unable to separate two hemi- 
spheres that had had the air be- 
tween them drawn out. Many oth- 
ers then began to explore the 
possibilities of harnessing this at- 
mospheric force as a source of 
power. After more than a century 
of improvements and iterations, 
the result was James Watt's cele- 
brated steam engine, which went 
into full-scale production in 1774. 

This “science leads techno- 
logy” theory is plausible. Large 
parts of it are undoubtedly true— 
yet as it stands it will not quite do. 

Central though it may be tor 
the history of the industrial revo- 
lution, the case of atmospheric 
pressure and the steam engine is 
far from typical. Until the latter 
part of the 19th century, techno- 
logical progress did not in generak 
rely on scientific progress. Few of 
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the inventors responsible for the astonishing 
wave of innovation between 1750 and 1860 
were scientists; most were artisans or engi- 
neers with little or no scientific training. They 
were men of common sense, curiosity, ener- 
gy and vast ingenuity, standing on the shoul- 
ders not of scholars but of similarly practical 
types. Their goal was not to understand, but, 
as Watt said of his own efforts, to make ma- 
chines that worked better and (he empha- 
sised) at lower cost. And remember that, for 
every one who succeeded in this aim, per- 
haps another hundred tried, atgreat expense 
of money and time, only to fail. 

This was true across the whole range of 
18th-century industries. For about 100 years 
after 1750, radical innovations in shipbuild- 
ing, mining, metallurgy, textiles, food-pro- 
cessing and machine tools were the fruit not 
of scientific breakthroughs but of indefatiga- 
ble trial and error, under the guidance of ex- 
perience and craft tradition. The improve- 
ments in cotton-spinning that were soon to 
transform the British economy—from Ark- 
wright’s spinning machine to Crompton’s 
mule—had not been waiting upon science. 
So far as science was concerned, these tech- 
nologies could have been invented decades 
or even centuries earlier. 

At the start of the 19th century, a French- 
man, Nicolas Appert, found that food could 
be preserved in bottles that had been boiled 
and sealed airtight. Within 20 years, tin-coat- 
ed cans came into use. It was a crucial inno- 
vation for the development of urban society. 
But Appert did not know why his process 
worked, nor did anybody else; Louis Pasteur 





Coalbrookdale, England, by night, 1801 





did not discover the 
role of micro-organ- 
isms in spoiling food 
until 1873. First came 
work, inspiration and 
luck; later, chemistry. 
After 1860 or so, oe 
gradually at first and |. 
then more rapidly, sci- | 
ence began to play a 
bigger role. Chemistry j 
was indeed the first in- oS 
dustrial science. Soon 
the better understand- 
ing of chemical phe- | 
nomena gave rise to 
new industrial techniques and, more 
important, to new materials and en- 
tirely new goods. When physics be- 
came an industrial science, the re- 
sults were even more startling: 
electricity and telecommunications. | 
Thomas Edison, a remarkable pio- 
neer in these fields, was a transitional 
figure. He was trained as a telegraph 
operator, not as a scientist. In 1876 he 
set up his legendary “invention fac- 
tory” at Menlo Park, New Jersey, be- 
gan hiring scientists, and set them to 
solve industrial problems. It was the 
first industrial research laboratory: 
the modem pattern was established. 





A question of timing 


Yet the fact remains that the decisive | 
break between the economic stagna- 
tion which kept most of mankind in 
poverty for thousands of years and 
the moder era of rapid innovation 
and growth occurred fully a century 
before science was harnessed to tech- 
nology. Moreover, western science 
had already moved significantly 
ahead of that of other societies by the 
beginning of the 17th century; yet the 
West was no richer at that time than 
those other societies. It was another 
150 years before the real surge in 
western growth began. The link be- 
tween science and technology is sub- 
tler than you might think. l 

In its day, ancient Greece was | 
pre-eminent in science. But the 
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knowledge of Aristotle and his stu- 
dents was never applied in the 
economic realm. The Romans con- 
tinued that tradition. Far ahead of 
the barbarians of early medieval 
Europe, they also established 
what many today regard as the 
preconditions for growth in the 
third world and in the ex-commu- 
nist economies of Eastern Eu- 
rope—physical infrastructure and 
the rule of law. Yet more was 
achieved in technological innova- 
tion during the five or six “dark” 
centuries after the collapse of the 
Roman empire than in its heyday. 
One example: among the most sig- 
nificant innovations of the early 
Middle Ages was a horse-collar 
that did not half-throttle the ani- 
mal as soon as it began to pull with 
any force. The sophisticated Ro- 
mans had accepted this handicap, 
and the flimsy chariots and lack of 
heavy transport that went with it, 
for centuries. 

But there is a greater puzzle 
than all this: the course of China’s 
economic development after 1400. 
In a different way, this poses an 
even greater challenge to the view 
that science and technology move 
in a virtuous, self-sustaining, natu- 
rally accelerating circle. 

At the start of the 15th century, 
China’s supremacy in science and 
technology alike was dazzling. The 
economy was on the verge of in- 
dustrialising. Farming was techno- 
logically advanced, using sophisti- 
cated hydraulic engineering, in- 
genious ploughs and other tools, 
various natural and artificial fertil- 
isers, and carefully documented 
veterinary medicine. The casting 
of iron, requiring blast furnaces, 
began in China before 200Bc, in 
Europe some 1,500 years later. 

China invented paper about 
1,000 years before the idea reached 
the West. It was printing by the 8th 
century, and using a form of mov- 
able type by the ith, four centuries 
before Johannes Gutenberg got 
round toit (in a superior, cast-met- 
al, version) in Europe. More mun- 


danely, the Chinese thought of the 


wheelbarrow in about 200, a fine 
invention not used in Europe until 
the 12th century. And that non- 
throttling horse-collar dreamed up 
by medieval Europe was in use in 


China from 2508c. Add in explo- 


sives, ship design, clock making, 
weaponry and so on, and the list 


seems endless. 


Then, after about 1400, China's 


il 


technological progress slowed. By 1600 it had 
fallen behind Western Europe. By 1800 the 
gap was very wide. It is thought that the Chi- 
nese understood atmospheric pressure be- 
fore the West; but they did not develop the 
steam engine. The spinning wheel appeared 
in China about when it did in Europe; but 
the elaborations that gave Europe the spin- 
ning jenny and the industrial production of 
textiles never followed. In some cases what 
happened was worse than stagnation: ideas 
were lost. Su Song’s “great cosmic engine” of 
1086—an elaborate water-powered clock, 13 
metres high, which tracked time and the po- 
sitions of the moon and planets—was forgot- 
ten by the 16th century. 

Science and technology, in short, can get 
far and then stop. The same happened to Is- 
lamic science, which achieved great sophis- 
tication up until around 1200, and then came 
almost toa halt. What happened in Western 
Europe in the 17th and early 18th centuries 
that failed to happen in the Western Europe 
of antiquity, or in China after 1400, or in the 
Islamic world after 1200? 

The question is ferociously debated by 
economic historians: there is no consensus 
on the factor that played the single most im- 
portant role. But there is pretty wide agree- 
ment that three broad and overlapping 
things, between them, made the difference: 
values, politics and economic institutions. 


The bases of progress 


Economic growth is a process of economic 
change. So an appetite for change, or at least 
a willingness to live with it, is essential if a so- 
ciety is toget richer (except by conquest). This 
helps to account for China's falling behind. 
Its elite valued stability above all. New ideas, 
especially foreign ones, were suspect. Until 
the 15th century, the social order could ac- 
commodate technological progress reason- 
ably well. The faster and deeper changes re- 
quired in the early stages of industrialisation 
were another matter. China’s rulers often 
blocked change: in the 15th century they 
ended long-sea trade ventures, choking off 
commerce and shipbuilding alike. 

A readiness for change is only one of the 
values required. Acquisitiveness is anoth- 
er—an interest in worldly goods, a regard for 
the material as well as the spiritual, a will to 
exploit nature for man’s benefit. Yet naked 
greed is no use. Growth requires invest- 
ment—and investment is gratification de- 
ferred. The enlightened self-interest praised 
by Adam Smith combines the desire for 
wealth with prudence and patience. 

Growth also requires another kind of 
selflessness. A modernising society has to 
move away from self-sufficiency, in individ- 
ual households, villages, towns, regions and 
states, towards interaction at all those levels, 
through specialisation and trade. This in 
turn demands that enlightened self-interest 
include an ethical component. Without trust 
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and regard for one’s reputation, the wheels 
of commerce do not spin. 

Altogether, it is an improbable blend. 
Partly through religion, however, Western 
Europe developed a system of values that fa- 
voured all of the above. Other cultures, it 
seems, were less conducive to growth. The 
ruling elites of antiquity, for instance, prized 
military prowess and intellectual achieve- 
ment above all; the mundane business of 
getting and spending was beneath their dig- 
nity. China’s rulers, in their own way, were 
equally uninterested in economic progress. 

From time to time, of course, western 
elites also tried to resist change. But this is 
where politics comes in. The rulers con- 
cerned were always rivals. For the past 1,500 
years, no unitary system of control has ever 
been imposed across Western Europe as a 
whole. The Romanempire and imperial Chi- 
na stand in marked contrast. 

China’s rulers could ban some advance, 
and their ban was obeyed. Europe's regimes 
might try such things. Some did: Florence is- 
sued an edict in 1299 forbidding bankers to 
use Arabic numerals; in 1397 Cologne or- 
dered its tailors not to use machines; after the 
invention of the ribbon loom in 1579, the city 
council of Danzig is said to have ordered the 
inventor to be drowned. But their efforts 
were in vain, indeed self-damaging: a rule 
that hurt the economy hurt the state that 
made it, as against others economically more 
enlightened. In Europe, rivalry among gov- 
ernments wore away at the interests op- 
posed toeconomic growth. 

In this pluralistic setting, the institutions 
conducive to growth gradually took shape. 
Within each state, under a variety of pres- 
sures, the economic sphere came to be sepa- 
rated from political control. Magna Carta, 





The fruits of enlightened self-interest 


which ended the quarrel between King John 
and his English barons in 1215, established 
the rights of subjects to their own property, 
protecting them from the threat of arbitrary 
confiscation by the crown. It also gave pro- 
tection to merchants, English and foreign. A 
new kind of “property right” was recognised 
for the first time. 

Over the next few centuries this slowly 
nurtured another, no less important, kind of 
pluralism. A crucial aspect of the separation 
of politics and economics was that produc- 
ers (farmers and merchants, in the first in- 
stance) kept some of the fruits of their suc- 
cess: the incentive to compete and innovate 
was in place. In contrast, in China the state 
long continued to play a central, dominating 
economic role—and innovators were usual- 
ly civil servants, with nostake of their own in 
growth. Arbitrary seizure remained com- 
mon in the Asian and Islamic worlds; mer- 
chants, in effect, were forbidden to get too 
rich. Yet by replacing arbitrary levies with 
taxes, western rulers managed to raise more 
money. As their economies grew, so did the 
tax base. Law-governed taxation proved to 
be a better fiscal technology than arbitrary 
seizure, for rulers and subjects alike. 

Ahostofother innovations followed, ex- 
tending and refining that fundamental right 
of property: laws of contract, patents, com- 
pany law and so on. With time, these al- 
lowed a flourishing of many different types 
of economic enterprise—different in size, 
ownership and method of organisation. This 
organisational diversity is the hallmark of 
the advanced western economies. Here was 
yet another form of pluralism: just as gov- 
ernments competed, and producers or trad- 
ers competed, so did different forms of econ- 
omic organisation. The result was a social 
framework more effective than any other in 
history at fostering technological advance. 


And soon and on? 
Does rapid growth, once started, ever stop? 
Nuclear war, falling asteroids or man-made 
environmental catastrophe could all inter- 
vene. These risks aside, 250 years of rapid 
progress is not, in the historical scheme of 
things, a long period to extrapolate from. 
One reason for doubting that growth 
will roar on and on is that the frontier of 
technology has moved much closer to the 
frontier of science; there are fewer wheelbar- 
rows waiting to be invented. On the other 
hand, the progress of science today seems es- 
pecially fruitful, technologically speaking 
consider the Internet and the prospects for 
genetic engineering. Values, politics and in- 
stitutions permitting, the stimulus of compe- 
tition should flourish yet awhile. Ifit does, sc 
may the flow of technological advance—and 
there is no reason why it should not be chan- 
nelled, for the next 250 years as for the past 
250, into improving human lives. 
= | 
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Like herrings in a barrel 


In 1,000 years, the human race has multiplied 20-fold. Today’s 6 billion people 
may be 9 billion by 2050. Yet the increase has slowed; rich nations breed less 


The power of population is so superior to the pow- 
er of the earth to produce subsistence for man that 
premature death must in some shape or other visit 
the human race. The vices of mankind are active 
and able ministers of depopulation...but should 
they fail in this war of extermination, sickly sea- 
sons, epidemic, pestilence and plague advance in 
terrific array, and sweep off their thousands and 
ten thousands. Should success be still incomplete, 
gigantic, inevitable famine stalks in the rear, and 
with one mighty blow levels the population with 
the food of the world. 
HEN Thomas Malthus, an 
English economist, in 1798 
published his “Essay on the Princi- 
ple of Population” , quoted above, 
he caused a sensation. At the time 
the world’s population was close 
to 1 billion, having risen slowly 
and erratically from maybe 300m 
at the start of the millennium; 
which in turn was probably not 
much, if at all, more than it had 
been in 1ap. And today? Give or 
take the odd 100m of us, 6 billion. 
When Malthus wrote, there 
was no widespread sense that 
numbers were running out of con- 
trol. The general mood was up- 
beat. Indeed, most thinkers con- 
sidered a growing population a 
good thing: more people, more 
hands at work, more output. 
A century earlier, a pioneer 


tative—American figures gathered by Benja- 
min Franklin had persuaded him that, 
unless checked, most populations were like- 
ly to double every 25 years, increasing at a 
geometric rate (1,2,4,8.16 and so on), while 
food supplies would grow at only an arith- 
metic rate (1,2,3,4,5 and so on). Sooner or later 
the food was bound to run out. 

Mankind had a choice: either let matters 
take their course, thus inviting “positive” 





more efficiently, and at making new 
inventions. Technology and innovation, 
speeded up by the industrial revolution, al- 
lowed food supplies to increase at a faster- 
than-arithmetical rate. Even during Mal- 
thus’s lifetime, crop land was being expand- 
ed rapidly as forests were felled, and innov- 
ations such as crop rotation and selective 
breeding brought large increases in yields, 
These continue, through the “green revolu- 
tion” of the 1950s to today’s high-yielding, if 
unloved, genetically engineered crops. 

What Malthus could not have predicted, 
since nothing like it had ever happened be- 
fore and it was barely under way by his day, 
was something known now as the “demo- 
graphic transition”: the way societies alter as 
they get richer. First comes a decline in mor- 
tality, leading to a short population explo- 
sion; then, after an interval of variable 
length, a steep decline in the birth rate, 
which slows, halts or may even re- 
verse the rise in numbers. 

For most of human history, 
people had lots of children, of 
whom many died in infancy. If 
things were going well, and there 
were no serious wars, epidemicsor 
famines, more would be born, 
more would survive longer, and 
populations would rise. From 
about 1000 to 1300, Europe en- 
joyed a spurt of economic growth. 
A lot.of new land was taken into 
cultivation, and the number of cit- 
ies multiplied. The population 
doubled or trebled. 

Enter, in 1347, via the Mediter- 
ranean, the Black Death. Within a 
few years this plague had tra- 
versed the continent. By 1400 Eu- 
rope’s population had shrunk by 
maybe 25m, about one-third. 
Plague reappeared periodically 





statistician, Gregory King, had pre- 
dicted that the human race would double 
from its then total of around 650m in about 
600 years’ time, and ventured boldly: 
If the world should continue to [16052ap}, it might 
then have 6,500m. 
In fact it will do so in about 2006. 

By Malthus’s time, a few prophets of 
doom had begun to give forth. Giammaria 
‘Ortes, an Italian economist, wrote in 1790 
that noone wanted to see humanity grow 

notonly beyond the number of persons that could 
breathe on the earth, but to such a number as 
could not be contained on all its surface, from low- 
est valley to highest mountain, crammed together 
like dried herrings in a barrel, 


But Malthus’s message was much more ur- 
gent than that.Some—probably unrepresen- 
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checks—wars, plagues and famines—to re- 
duce numbers to sustainable levels; or adopt 
“preventative” checks to ensure fewer chil- 
dren, for example by bridling passion and 
delaying marriage. Malthus was not optimis- 
tic that enough people would choose re- 
straint. He himself tried to set an example by 
not marrying until he was 38 (and then had 
three children in quick succession). 

Malthus was wrong in expecting popu- 
lations to double every 25 years. But not far 
wrong: in the 200 years since he wrote, the 
time it takes mankind to double has shrunk 
from several centuries to 40 years. And he 
was Clearly right to note that the earth’s re- 
sources are finite, though he vastly underes- 
timated man’s ingenuity in utilising them 


over the next three centuries, the 
last big wave rolling over north-western Eu- 
rope in the later 17th century, soon after the 
Thirty Years War, which had already slashed 
Germany’s population. In the New World, 
smallpox brought by Spanish conquistadors 
and European settlers in the 16th century 
killed maybe 10m-20m of the native popula- 
tions. Not even the zoth century has escaped 
such scourges: the worldwide flu of 1918-19 is 
thought to have caused 25m-40m deaths, far 
more than the first world war; and since 1980 
aips has killed some 12m people, so far. 

In pre-industrial Europe, frequent food 
crises also served as periodic population 
checks. When bad harvests pushed up the 
cost of grain, more people died and, while 
the trouble lasted, couples had fewer child- 
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ren. Figures from Tuscany (not alone) in the 
16th-18th centuries show grain prices and 
mortality closely correlated. But by the 19th 
century the days of famine in Europe were 
largely over, except in Ireland, where the po- 
tato blight of 1846-47 and its side-effects may 
have killed a sixth of the 8m-odd people. 


The transition begins 


By the mid-19th century most of Europe was 
in the first stage of the demographic transi- 
tion. Mortality had lessened, as wars, fam- 
ines and epidemics had; local food shortages 
were rarer, thanks to better economic organi- 
sation and transport; public health, medical 
care (notably, midwifery) and the control of 
infectious diseases such as cholera and 
smallpox had improved. The population 
spurted, as Malthus had predicted. Between 
1800 and 1900 Europe’s population doubled, 
to‘over 400m, whereas that of Asia, further 
behind in the demographic transition, in- 
creased by less than 50%, to about 950m. 

Europe by now was crowded, and most 
worthwhile land already under the plough. 
But there was space elsewhere. Thanks to a 
steady trickle of migration over the previous 
three centuries, North and South America by 
1800each held about 4m people of European 
extraction. From around 1850 that trickle be- 
came a flood. Over the next 100 years or so, 
some 50m Europeans quit their continent, 
most going to North America, others to 
South America and the Antipodes. At the 
peak of this wave of emigration, Europe was 
exporting about a third of the natural in- 
crease in its population. 

But something else was happening there 
that would have taken Malthus by surprise: 
as people came to expect to live longer, and 
better, they started to have fewer children. 
They realised they no longer needed several 
babies just to ensure that two or three would 
survive. And as they moved from country to 
town, they also found that children were no 
longer an economic asset that could be set to 
work at an early age, but a liability to be fed, 
housed and (some of them) educated, for 
years. Worse, with too many children, a 
mother would find it hard to take and keepa 
job, to add to the family in- 








even as the number of young ones shrinks. 


In contrast, Asia’s population over the 
same time has nearly quadrupled, to more 
than 3.6 billion. North America’s too has 
grown almost as fast, but largely thanks to 
immigration. Africa’s has multiplied 52 
times, and Latin America’s nearly sevenfold. 

Why these differences? From around 
1950, mortality in developing countries also 
began to fall, and much faster than it ever 
had in Europe. The know-how needed to 
avoid premature death, especially of small 
children, travelled so readily that life expec- 
tancy in many poor countries is now not far 
behind the rich world’s. But the attitudes and 
values that persuade people to have fewer 
children are taking longer to adjust. 

Yet adjust they do. In China, the world’s 
most populous country, with over 1.2 billion 
people, and still relatively poor, the demo- 
graphic transition is already almost com- 
plete; not only has mortality come down 
faster than in other countries with similar in- 
come levels, but in recent decades a some- 
times brutal population policy (now being 
relaxed a little) has restricted couples to one 
or two children. India’s population rushed 
ahead for longer, and has just reached 1 bil- 
lion, despite attempts to slow it, including a 
period in the 1970s when the government 
promoted large-scale sterilisation. The uN’s 
“medium-variant” forecast is that by 2050 
India’s headcount may be over 15 billion, 
slightly ahead of China’s. Yet in India too fer- 
tility has fallen fast.Only in Africa is popula- 
tion growth still rampant, though slowed by 
Arps, which in some countries is killing a 
large proportion of the young adults. 


Does more mean worse? 


Demographers like to dramatise this recent 
population growth by asking a spooky ques- 
tion. Of all the people who have ever lived, 
how many are alive today? The answer re- 
quires a lot of guesswork, except for the very 
recent past; but a fair estimate for the num- 
ber of people born throughout human his- 
tory is 80 billion-100 billion. With mankind 
now numbering 6 billion, the astonishing 
answer must be: 6-7%. The figures are even 






more spectacular if you count man-ye 
lived rather than people, because life for e: 
ly man was usually short: at birth, he cou 
expect 20 years of it in 10000BC, only 27 
late as 1750AD, and 58 today. On that reckc 
ing, those alive today account for one-six 
of the time that humans collectively ha 
spenton earth. 

Is all this rise in numbers necessarily 
bad thing? Economists have disputed en 
lessly: does it promote economic growth, 
expanding the workforce, or, if it happe 
too quickly, choke growth off? Their answ: 
seem to boil down to an unhelpful “It all c 
pends.” But then governments’ populati 
policies are not guided solely by economi 
Prussia’s Frederick the Great made a sha 
political point when he observed in the 18 
century that “a country’s wealth is the nu 
ber of its men.” Two centuries later, Mao 3 
dong insisted that “China’s vast populati 
should be viewed as a positive asset.” 

Of course, numbers are not the or 
measure. The United States, with its 27: 
people, has less than 5% of the planet’s pog 
lation, yet it dominates the other 95%. Still, 
many rich countries the birth rate has nc 
fallen so low that the population is actua 
shrinking; and in some their governmer 
see this as a problem. Their main fear may 
that soon there will be too few young wo! 
ers around to pay for older ones’ pensio! 
But at the back of their minds there may al 
be the thought that, say.a Japan of 105m pe 
ple in 2050(the un’s medium forecast) mig 
carry less clout than today’s Japan of 125m 

Many say the globe is already ov: 
crowded, risking environmental disast 
such as global warming and pervasive poll 
tion. Nonsense, say others: with careful ma 
agement it could carry plenty more, say 
billion. A few optimists, if that’s the wo! 
muse that, with a bit of squeezing and the: 
tute use of technology, the figure might 
several times that, maybe even 100 billion. 

One thing is sure: even if from tomorrc 
every couple on earth practised Malthusi. 
restraint and stopped at two children, t 
momentum built up by the huge populati: 
growth in developing countries since 19 
will keep numbers rising fi 











come. Nor were offspring any 
longer a guarantee against a 
destitute old age: in the new in- 
dustrial society, they were like- 
lier to go their own way. 
Thanks to Europe’s new- 
found restraint, in the past 100 
years or so its population has 
risen only 80%, to 730m, and 
most countries’ birth rate is 
now so low that numbers are 
static or falling. But their com- 
position is very different from 
the past: better living stan- 
dards, health and health care 
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for decades to come; the ut 
medium forecast for 2050 is! 
| billion people. But, fing 
| crossed, soon thereafter ev 
| the poorest countries m 
| have lost their enthusiasm { 
| large families, while couples 
| some richer countries may 
| may—have rediscovered tk 
| two children are, and ha: 
| more fun than one. A centu 
| or so from now, if manki 
| survives that long, its numk 
| may have reached a new (ar 
| surely better) steady state. 
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The workshop of a new society 


The industrial revolution gave an utterly new shape to Britain’s economy, its 
population, its cities and its society. But not quite as fast as is supposed 


RITAIN’S industrial revolution was more 
than that. In most senses, it was a revolu- 
tion of society too. A mainland population 
of maybe 6m-7m in 1700 was put at 10.7m by 
the first official census in 1801, 20.9m in 1851 
and 37.1m by 1901. A nation of countrymen 
went to town. Agriculture’s share of male 
employment fell between 1700 and 1850 
from about 60% to about 25%; industry’s rose 
from under 20% to around 50%. And as in- 
dustrialists built steam-powered factories 
near the markets, the one Briton in six living 
in town in 1700 became by 1850 one in two. 
The industrial change, however, was nei- 
ther as swift nor as complete as is often 
thought. Tradition describes a roaring take- 
off between 1770 and 1830, driven by a hand- 
ful of technological innovations, such as tex- 
tile machinery and James Watt's improved 
steam engines; and, hey presto, Britain is “the 
workshop of the world”. In fact, the process 
had begun in the 17th century and was still 
incomplete in the 1830s, by when only a few 
industries—mining, metal-working, textiles, 
brewing—had taken to “factory” methods. 
Technological change, important as it 
was, was not the be-all and end-all. Nor yet 
did it start with the machine-builders. They 
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depended on earlier advances in iron tech- 
nology that enabled that industry to pro- 
duce, in quantity, better and cheaper iron 
goods such as components for the new ma- 
chines or for structural use. And, from 
around 1670, other factors were at work. 

One was the development of coal as a 
fuel, as the cost of wood rose. Next, the 
growth of thriving rural industries, supple- 
menting farm incomes, which laid the basis 
for a skilled industrial workforce. Third, the 
increasing commercialisation of manufac- 
turing, to meet rising demand for cheaper 
cloth and metal goods from the growing ur- 
ban elites in Britain and mainland Europe, 
and from British colonies. 

Britain was helped too by easy access to 
the sea, political stability and light regulation 
of trade, finance and industry. It also devel- 
oped a highly specialised workforce, speed- 
ing up the development of new products 
and processes. Industrial output, according 
to one modern estimate, rose by 0.7% a year 
between 1700 and 1760, by 1.3% in the 1760s 
and 1770s, 2.0% in the 1780s and 1790s, and 
2.8% between 1800 and 1830. 

Work changed, and more than that, as 
manpower and water power gave way to 


steam and machines, and rural craftsman- 
ship to urban factories manned by unskilled 
labour. For some, work vanished. Rural 
weavers put up a desperate fight for their 
jobs, marching, petitioning Parliament and 
burning mills and machinery such as Daniel 
Burton’s textile factory in Middleton, Lanca- 
shire, in 1812, but all in vain. 

The new factory workers who took their 
place were mostly unskilled, and earned less 
than the craftsmen had. Yet for the many 
men, women and children who flocked to 
the factory gate, the pay on offer was better 
than they had earned as farmhands or ser- 
vants. And as one skill died, new ones were 
needed: those of tool- or machine-builders, 
or—almost a new class—foremen. 

One aspect of factory life was universal- 
ly hated by the workforce. Considerations of 
productivity and safety led employers to reg- 
ulate all aspects of life in the factory: working 
hours, breaks and movement inside “the 
works”. Many workers resisted what they 
saw as infringements of individual freedom, 
and some of the traditions of the small work- 
shops survived for a while. Employers had 
to fight hard for the demise of “Saint Mon- 
day”, when men went to the pub after work 
on Saturday and did not return until Tues- 
day morning, disrupting production in spite 
of (or by) their frantic efforts to catch up by 
the end of the week. 

The clergy and the good-hearted middle 
classes worried much about their inferiors’ 
morality, as men and women in the mass 
flocked into the new workplaces. Some in- 
dustrialists tried to prevent workmen enter- 
ing parts of the factory where women 
worked—without much success. In time, 
awkward-squad parts of the middle class be- 
gan to worry about the employers’ social 
morality too: Mrs Gaskell’s “North and 
South” offers an early illustration. 

Outside “the works” too, conditions al- 
tered greatly. Overcrowding, in jerry-built 
housing in the much-polluted new towns, 
brought ill-health; at its worst, the devastat- 
ing cholera epidemics of 1831-32, 1848 and 
1854-55. Despite efforts by some employers, 
charities and eventually local authorities, 
improvement was slow before the end of the 
19th century. Yet a new, mass urban society 
was born, and notall of its life was the misery 
depicted by writers from Dickens to D.H. 
Lawrence. Our deprived Victorian ancestors 
were quite good at enjoying themselves. 

The most obvious beneficiaries of the in- 
dustrial revolution were the new “barons” 
such as the Whitbreads in brewing, the 
Guests in iron or the Strutts in the cotton in- 
dustry. But the landed classes too profited, 
from mineral royalties, rises in urban land 
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Everyone read “Pickwick”. tards law- 
yers and doctors bought each new epi- - 
sode as it came out month by month. The 
Jess well-off waited until they could get it . 


from the circulating library. Others hung 
around shop windows, trying to guess the 


progress of the tale by the puff on the cov- 


er, while those whocould not read begged 


others to give them a clue. Sales were huge. 
The publishers distributed a cautious 400 — 
copies of the first instalment. By the end, 


20 months on, they were selling 40,000. 
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Dickens's narrative. ‘That narrative 
med out to be revolutionary. Although 
itclearly drew on an earlier picaresque tra- 


: ‘dition, Dickens packed it with quite new 
— sounds: and sights, replacing the steady 
k mea ure and polite distance of the 18th- 


entury novel with something altogether 
o fe and demotic. 
The central spine of the story--Mr 
vick and his friends on a fact-finding 
sion to discover the English spirit— 
tand split again into a web of tales, 
a told in a different voice. And those 
were quite unlike any previously 
ard in the English novel; quirky, slangy, 
minutely right. Monthly publication, still 
a nnovative | strategy for new fiction, al- 
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always wanted—the status of an accepted 
writer. Yet he had not had togive up hisex- 


isting strengths and skills along the way. 


“Pickwick” depends on the conceit that its 
hero and his friends are filing reports on 
their travels around the country, with Boz 
as their editor. Dickens’s observant eye— 
and his shorthand— helped him catch the 


oddities of real life and reproduce them. 


on the page. Here was the craft of the re- 
porter raised to the highest levels of the 
writer’s art, to give the new Britain its first 
truly popular great novelist. 


Yet still a reporter. Dickens is (and was) 
often accused, rightly, of shameless senti- - 
mentality. But here, vividly drawn, was. 
British society in transformation; and _ 
“Pickwick” or, later, “Hard Times” says, _ 
and said, as much about that process a$ 
would aea writing on he ees BS 
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values and their own investment in industri- 
al concerns. The greatest gainers, though, 
were the working class, whose living stan- 
dards rose from 1820 onwards, after 70 years 
of stagnation. This rise accelerated between 
1870 and 1900, when real wages, consump- 
tion and life expectancy all rose sharply. 

Simultaneously, new forms of leisure 
emerged, which became synonymous with 
the British working class: football matches, 
social clubs, seaside resorts. By 1900, the or- 
dinary Briton was better paid, fed, clothed, 
housed, educated, perhaps amused and cer- 
tainly better represented in politics, than his 
forefathers could have dreamed of. 

Not everyone was content. Lawrence 
was soon to pour out his ample bile on the 
machine world. In 1933, J.B. Priestley lament- 
ed that it was “as if the country had devoted 
ahundred years of its life to keeping gigantic 
sooty pigs. And the people who were choked 
by the reek of the sties did not get the bacon.” 
Actually, they got quite a lot. Whether that 
was a fair share is a separate story. 


Domesday Book 
It’s the king's 
land, OK? 





T HAT new year’s day, in 1086, found Wil- 
liam the Conqueror in a reflective mood. 
The luxuries of Christmas with his Norman 
courtiers in the Gloucester residence of the 
Anglo-Saxon kings were behind him. He set- 
tled down for a deep discussion with his 
council about the country he had won at the 
battle of Hastings almost 20 years before. 
Then he sent out commissioners into every 

part of England south of the river Tees to re- 
ae the land and its resources, and discover 
to whom these belonged. 

The resultcan still be seen, over 900 years 
later, in the Public Record Office in London. 
Written on parchment in Latin shorthand, it 
records the results of an unprecedentedly 
thorough nationwide investigation. The 
commissioners heard sworn evidence from 
witnesses in every “hundred”—the smallest 
unit of local government. This evidence was 
checked by inspectors sent incognito from 
other parts of the country. The final docu- 
ment was transcribed by a single clerk. 

But why was this mammoth exercise car- 
ried out, and why then? There is no overt re- 
cord of William’s motives. But one reason 
was plainly money. William had spent the 
years since Hastings in almost continual 
warfare, putting down revolts, repelling for- 
eign invaders, or attempting fresh conquests 
in Scotland and France. Shortly after Christ- 
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mas 1083, he had imposed his biggest-ever 
tax to pay for his large army, raising over 
20,000 pounds of silver. In the winter of 1085, 
he mobilised an even bigger force, but was 
forced to disperse it and billet it across the 
country, possibly a sign that he was short of 
ready cash. So he needed to know the taxable 
capacity of his kingdom, and whether the 
royal take could be increased. 

Such attempts were not new: there had 
been a survey by the early Anglo-Saxon 
kings, and another under Alfred in the ninth 
century. But the passage of time had made 
these unreliable guides, and much property 
was exempt from tax. So the commissioners 
asked not only about “hides”--the Anglo- 
Saxon land units of supposedly similar tax- 
able capacity—but details of the things that 
made land productive: livestock, ploughs, 
mills, fishponds, manpower. Many estates 
had suffered in the violence of the Norman 
conquest and its aftermath. So officials 
asked not just about current property values, 
but about the usually higher values of 1066. 

Another possible explanation of the 
Domesday survey is more directly military. 
William had had to fight not just to win his 
throne but also to keep it. By 1086, the native 
Anglo-Saxons posed little danger: they had 
been pacified in the brutal campaigns of 
William’s first five years as king. But the 
Danes were threatening an invasion, and 
William’s son, Robert Curthose, had rebelled 
twice and was still at large. William himself 
was preparing to leave the country to cam- 
paign in France. So it would have been useful 
for him to assess the strength and allegiance 
of his own war-like barons. 

In support of this interpretation, it is no- 
table that Domesday emphasises the feudal 
countryside rather than the more indepen- 
dent towns: London and Winchester, then 
England’s biggest cities, are not covered atall, 
a strange omission if the survey was con- 
cerned solely with tax. 

But the survey also served the barons. 
Here was a land register, cementing the 
wholesale changes in land ownership that 
had taken place since the conquest. Domes- 
day Book records that barely 5% of land by 
value remained in English hands. Just over a 
quarter was owned by the king and his offi- 
cials, and as much again by the church, leav- 
ing around 40% in the hands of 170-odd Nor- 
man barons. Domesday Book both legitim- 
ated these land-grabs, some of them dubious 
even in Norman terms, and tied the barons 
more closely to the king who thus validated 
and ensured their property rights. 

Whatever William’s motives, it was this 
function of the book that gained it its endur- 
ing nickname. According to a 12th-century 
treasurer—-the chancellor of the exchequer 
of his day—people called it the Domesday 
Book because its “decisions, like those of the 
Last Judgment, are unalterable.” 
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peg ~ASFEWBritonshaveeverbeen 
m_ told, and not even all the Irish 
< remember, Britain’s wretched imbroglio 
in Ireland goes back far earlier than the 
atrocities of Oliver Cromwell. Witness 


and chronicler, on Richard If's expedition- 
| ary force of 1394-95: ‘ 


ireland is a land of wild terrain—tall forests, 
stretches of water, peat-bogs, uninhabitable ar- 





because there are no towns, nobody even to 
- challenge, if that's what they want. They gather 


Jean Froissart, a Franco-English knight _ 


eas. You can’t tell how to make war on the trish, 


Very dour, rough and pro 
by the graces of life, n ai 

| Though their country is ruled by ur 
kings, they don’t want to know about c 
behaviour. They'd sooner stick to th 
habits they're brought up with. 


Now why ever could that be? _ 





‘in the woods and forests, where they live in- 


-trenches dug under the trees, or among the _ 


ushes, like wild animals. When they hear: 
‘ou have come to attack them, they gathe 
several places by different paths, so thi 
t get at them. But when they see 
nce, they have the advantage | 
pecause they know the ¢ 








Church and state 


Monastic error 


EATH in those days was the usual price 

for defying kings, and late in 1539 three 
abbots paid it. Their crime? Refusing to sur- 
render their abbeys to the crown. In Glaston- 
bury, on November 15th, Richard Whiting 
and two of his monks were tied to hurdles, 
dragged by horses up Tor Hill and there 
hanged, drawn and quartered. The abbot's 
head was set up toadorn the abbey gate, and 
his limbs put on show in nearby towns. On 
the same day, Hugh Faringdon was put to 
death in Reading. The next month, Colches- 
ter’s John Beche was executed. 

This bloodshed notwithstanding, Henry 
VII's dissolution of the monasteries went 
with remarkably little fuss. The three abbots 
were the only ones to die rather than give in. 
In the space of four years, the dissolute, pig- 
eyed, determined king once named by Rome 


“defender of the faith” smashed clerical in- 
stitutions that had stood for centuries. 

Yet what, exactly, did the dissolution of 
the monasteries signify? It meant worse pov- 
erty for some: the distribution of food, or 
“orts”, at Reading, for instance, had been a 
regular event. It meant upheaval for many, 
especially nuns, who were put out into the 
world but forbidden to marry. 

Against that, most of those who left the 
monasteries got a pension; heads of houses 
got plenty. For the monasteries’ many ten- 
ants, their passing meant little more than a 
change of landlord. The monasteries may 
not, in fact, have been missed that much. 
And their swift removal illustrates how easi- 
ly royal power, by the 1530s (as earlier in 
France), could over-ride that of the church. 

The last of the monasteries was closed 
early in 1540. A decade before, for all the 
winds of Reformation blowing from Ger- 
many, the church in England, as in most of 
Europe, recognised the pope as its head, as it 
had for centuries. Then came Henry VIII's 
bid for a divorce from his first wife, Cather- 
ine of Aragon. It was not forthcoming; and 
Henry broke with Rome. The king appointed 
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himself “supreme governor” of the English 
church. His chief minister, Thomas Crom- 
well, became “vice-gerent”, overseeing it on 
his behalf. Those who did resist the king’s 
supremacy in mid-decade, such as Thomas 
More, Bishop Fisher of Rochester and Lon- 
don’s Carthusian monks, were put to death. 





MEHOW, not everyone, over the - 
uries, has shared the English- 
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But like the executed abbots, such brave or 
unwise men were exceptional. 

After Henry died in 1547, he was suc- 
ceeded by his three children: Edward VI 
(1547-53), Mary (1553-58) and Elizabeth I (1558- 
1603). England swung towards Protestantism 
under Edward; Mary was fiercely Catholic; 
Elizabeth, a Protestant, completed the rejec- 
tion of Rome. Knowing the outcome of this 
struggle, it is tempting to see the dissolution 
of the monasteries as a step along an inevit- 
able path. But in 1539, there was nothing in- 
evitable about Protestantism’s eventual suc- 
cess—and the fate of the monasteries in fact 
made little difference. 

For a start, neither Henry’s break with 
Rome nor the dissolution had much to do 
with religion. The first was a political act, the 
second mainly financial. True, Cromwell 
had a deep dislike of monasticism, and 
leaned towards Protestantism, as also did 
Thomas Cranmer, the archbishop of Canter- 
bury. Cromwell’s report on the religious 
houses in 1535 had offered plenty of evidence 
of unseemly goings-on. But there is little 
doubt that, like any minister today, he saw 
what he and his master wanted to see, and 
exaggerated it. If their inmates were so de- 
praved, why close only the smaller houses in 
1536, leaving the large ones till three years lat- 
er? The monasteries’ fate was sealed by the 


needs of the royal treasury and their own ` 


wealth in land, not their poverty in morals. 

Nor yet any excess in their zeal for Rome. 
Henry was no Protestant. Granted, in the late 
15308 Protestant tints did appear in religious 
life. Parish churches were ordered to acquire 
English bibles for public reading; and an offi- 
cial version appeared with the king’s image 
on the frontispiece. Yet in the very year that 
he had the greatest monasteries dissolved, 
Henry reasserted Catholic doctrine and had 
Protestants burned as heretics. The “Act of 
Six Articles” reaffirmed that priests should 
be celibate—prompting Archbishop Cran- 
mer to send his wife, always a well-hidden 
woman, out of the country. The act also de- 
clared it heresy to deny, as some Reformers 
did, the church’s dogma of “transubstantia- 
tion”, the belief that in the eucharist the 
bread and wine become the very body and 
blood of Christ. 

Under Henry, in other words, England 
had Catholicism without the pope. It was the 
reign (and the personal beliefs) of Elizabeth I, 
and the foreign challenges she faced, that 
were to change that. Yet the fate of the mon- 
asteries symbolised something important; 
not a change of faith, but an abiding English 
reality, the subordination of spiritual power 
to temporal. The true English churchman 
was neither Bishop Fisher nor the Protestant 
Bishop Latimer, burned under Mary’s grue- 
some misrule, but the mythical Vicar of Bray 
acentury later, who changed his views with 
every Ong of government. 
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Uniting the kingdoms 


Some Scots 
say yes 





Ti it is a small stone outhouse with 
boarded-up windowsin a car park at the 
rear of the Edinburgh University building. 
Yet there the lord chancellor (prime minister) 
of the Scottish Parliament and his officials 
fled to escape an angry mob and put their fi- 
nal signatures to an act causing Scotland and 
England to “be United into one Kingdom by 
the name of Great Brittain.” 

Had the mob caught the politicians and 
prevented the union in 1707, most Scots 
would have applauded. They believed that 
England had gained a great deal and Scot- 
land little, save for those parliamentarians 
and other nobles whose debts were paid off 
by the English government. The later verdict 
of the poet Robert Burns, that Scotland had 
been “bought and sold for English gold” by 
“such a parcel of rogues in a nation” was still 
current in Scottish political debate three cen- 
turies later. Yet this was the least of the rea- 
sons for the union. 

Over the preceding half-century, Scot- 
land had been steadily growing poorer. First, 
climatic change, which affected most of the 
northern hemisphere, caused periodic crop 
failure and famine, especially in the 1690s. 
Second, England's wars with France and 
consequent naval blockades of French ports 
had disrupted Scottish trade. Third, mercan- 
tilist attempts to secure domestic markets for 
domestic products saw tariff 
barriers raised across the conti- 
nent, hitting Scottish exports 
of coal, salt and linen. 

And fourth, there was the 
folly of the Scots themselves, 
who, in an effort to join the im- 
perial fashion, had raised and 
promptly lost a fortune in a 
doomed colonial adven- 
ture at Darien, in Cen- 
tral America. This 
was Catastrophic, 
for the sum wast- 
ed represented be- 
tween a third and a 
half of the available 
capital in Scotland. 
These were the debts 
paid off by the Act of 
Union; a small price, 
thought Queen Anne, for 
the permanent appease- 
ment of her troublesome 
northern subjects that 
would enable her and Serving the un 
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her successor’s ministers to give full atten- 
tion to fighting the French without worrying 
about a possible backdoor invasion. 

In truth, the union of 1707 was the logical 
end-point of a process begun in 1603, when 
the two crowns were united and King James 
VI of Scotland became King James I of the 
British Isles. He and his successors central- 
ised much of the power of government in 
London—where, to increasing Scottish irrita- 
tion, most of it was to stay until 1999, when 
Scotland got back its Parliament and a “first 
minister” with wide powers. 

That union of the crowns had already 
had one dire effect, though just how dire was 
not to be seen until the 19th and 2oth centu- 
ries. James I--the James who authorised the 
great translation of the Bible—was fiercely 
anti-Catholic, and recruited Protestants 
from Scotland, far more so than from Eng- 
land, to settle on land in Northern Ireland 
from which Catholic families had been re- 
moved. The union of the new “Great Brit- 
tain” with Ireland that was to follow in 1801 
was doomed before it was signed. 

Yet both Scots and English gained from 
the 1707 union of the kingdoms. The Scots got 
free trade with England, and their trade else- 
where flourished under the protection rath- 
er than the hostility of the Royal Navy. Scot- 
tish industry prospered as the British empire 
did—an empire much of which was Scottish- 
built: about a quarter of the Britons in rth- 
century India were Scots (witnessed even 
now in such place-names as Macleodganj 
and Campbellpore), and a Canada without 
Scots in that century might well today be a 
largely French-speaking one. 

The union had more subtle influences 
on a wider historical stage. The English were 
already settling America. But the influence of 
Scottish settlers far outran their numbers. 
They brought their education: the founders 
of William and Mary College, in Virginia, in 
1693, and those of what were to become the 
universities of Delaware, Pennsylvania and 
Princeton were Scots. They brought too their 
belief in theories of natural law and rights, 
which infused much of the sentiment be- 
hind the future United States’ Declaration of 
Independence. 

This intellectual revolution had a big ef- 
fect in Britain too. Scotland had been a small 

country powerless to retaliate against larger 
tones economic nationalism, and the change 
jin fortune that came with the union may 
fhave been one spur that led two Scottish 
thinkers, David Hume and Adam Smith, to 
Eo the virtues of free markets and 
“ree trade; arguments whose intellectual 
“orce in time would help to destroy the Eng- 
ish mercantilist tradition. 

Here The Economist must declare an in- 
perest. Without the union, it is unlikely that 
james Wilson, a hat maker from Hawick, in 
the Scottish Borders, would have been able 
© move so easily to London in 1824. And 
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without the foundations of free-marketry 
laid by Scottish thinkers, which he keenly es- 
poused, and the wide British political plat- 
form created by the union, Wilson certainly 
would not, in 1843, have started a weekly 
newspaper called The Economist. 
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The franchise 


Democracy, 
one day 


T MUST, said Earl Grey, whose Whig gov- 

ernment introduced the bill, be “a mea- 
sure large enough to satisfy public opinion 
and to afford some ground of resistance to 
future innovation.” It was, said Lord John 
Russell, its greatest supporter, “the final solu- 
tion” to a great constitutional question. To 
the contrary, railed the Duke of Wellington, 
its diehard Tory opponent, “because of the 
exorbitant increase in the democratic ele- 
ment of the British constitution, it could not 
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fail to advance with augmented and acceler- 
ated force, till all other powers being drawn 
within its vortex, the government would be- 
come a mere democracy.” 

In this regard, if in no other, history 
proved the opponents of the great reform bill 
of 1832 right: it did indeed lead to “mere de- 
mocracy”, though it took its time. Further 
acts to extend the franchise followed: in 1867, 
in 1884 and, notably, in 1918, when nearly all 
property qualifications went out. 

The Reform Act itself was scarcely revo- 
lutionary. True, Old Sarum, whose seven 
voters returned two members of Parliament, 
was abolished; as was Dunwich, half of 
which was under water, leaving the 14 voters 
of the other half also to return two members. 
And the populous towns of the nascent in- 
dustrial revolution were for the first time 
properly represented. Yet the measure fell far 
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short of a universal male franchise, while ac- 
tually abolishing the right to vote that a very 
few women, in theory, already enjoyed. 

Before the reform, roughly one man in 
ten in England and Wales had the right to 
vote. Most of them rarely got to exercise it, 
however, since usually fewer than one-third 
of the seats were contested. Even after re- 
form, only one man in five could vote in Eng- 
land and Wales, and more than half the seats 
were still uncontested. Scotland was left 
with an even smaller proportion of voters, 
one man in eight; and Ireland fewer still, 
about one in 20, to keep the Catholics down. 

Even those with a vote needed to take 
care how they exercised it: with the secret 
ballot still denied, the ruling classes could 
still cajole, bribe and threaten. After the re- 
form as before, it continued for a time to be 
mostly landowners who sat in the Com- 
mons, since they could leave their estates 
and farms to be run by agents, in a way that 
nocapitalist dared leave his factory. 

No matter: the genie was out of the bottle. 
Though the bloody revolution that seemed 
probable when the Lords blocked reform 
throughout 1831 was averted, the peaceful 
one rolled on. Russell, whose “final solution” 
the bill had been, tried and failed to put 
through a further reform in 1848. The work- 
ing classes had been deliberately left in the 
cold by the 1832 law. They were not even of- 
fered in 1848, or much later, anything near 
the universal male franchise that the Chart- 
ists of the 1840s had called for. But in time 
they had their revenge. The “mere democra- 
cy” so scorned by Wellington in the early 
19th century became the most successful 
ideology of the 2oth. 

Not that it hurried, not in Britain. It took 
the reform of 1918, which nearly trebled the 
electorate, to achieve almost universal adult 
suffrage for men, and to give women, till 
then entitled to vote (under sundry condi- 
tions) only in some local elections, a vote for 
Parliament (also under conditions: they 
must be aged 30 or more, and either house- 
holders in their own right or married to a 
man with a vote). Only in 1928 did women 
win their full rights. 

Nor till 1999 were most (not all) heredi- 
tary peers to be removed from the House of 
Lords; and even then over loud conservative 
lamentation. One ennobled historian—yes, 
really, no hereditary brainless wonder he— 
assured readers of the Times that “birth is a 
method of selection” (as it is: 15% of fetuses 
fail the test, though maybe that was not quite 
what he meant). So Britain’s new, smaller 
House of Lords will at last be democratically 
elected? Pretty certainly not: its ultimate 
make-up is yet to be decided, but a majority 
of its members, quite possibly, instead of the 
recent 45%, will be the appointees—for life, 
on today’s form—of some past or present 
prime minister. 
cei nein as daca E DEE aici EEES 
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Victoria rules 


NEVER before or since has Brit- 
ain held the position in the 


asin the later years of the reign, 1837-1901, of 
Queen Victoria. This was the time of 


We don't want to fight, but by jingo if we do, 
we've got the men, we've got the ships, we've got 
the money too, 

It was an illusion: already the United States 
had surpassed Britain’s industrial power, 
and Germany soon would; and within a 
year of the quarrel with Russia that pro- 
voked these music-hall lines, a large British 
force was to be wiped out by one of Zulus. 
Still, The Economist of 1887, recordingVic- 
toria’s jubilee, was right in celebrating 

fifty years of national progress and prosperity 

such as England has never known before. 


Not least, this paper argued, in the way 
manners had softened since the 


rough, turbulent and brutal Englishmen of the 
18th century... When the Queen began her reign, 
gentleness of behaviour among the lower classes 
wasa rare virtue. The change has been complete. 





world—and been so self-content with it— - 
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No one who saw the crowds during the proces- 
sion could have been other than struck not 
merely by the good temper but by the civility. 
No French or Italian crowd could have behaved 
more politely. 


Nay, and soberly too: 


Fifty years ago, the richer people would have 
done all in their power to encourage the poorer 
to enjoy themselves by excessive drinking. On 
Tuesday the crowds were as sober as if they had 
been composed of foreigners. 

All this, better manners included, 
thanks to Victoria? No, we said (as indeed 
she herself had). But we noted the way 

the Queen and her life without reproach in its 
conduct [have been] made by the nation the 
symbol of their thankfulness. 


Nor were the British (the English, as we per- 
sisted in miscalling them) alone: 
throughout the world the English race has made 
it the occasion for rejoicings. 
Even Americans, we said complacently, 


have done honour to their old home in the per- 
son of the Queen {whose] strong influence dur- 
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Those were the days 


ing the Civil War to prevent our government 
from embroiling [this] country has never been 
forgotten... The Queen, as a woman, is as much 
respected in America as in England. 


And in her province of Ireland? To 
which unfortunate island this paper de- 
voted its immediately following editorial, 
without noticing any discontinuity. 








Britain’s statesman of the millennium? 


Churchill at war 


RITAIN’S war leader of the 1940s, Win- 
ston Churchill, was a man of contrasts: a 
master of the stirring phrase and of wild mis- 
judgment; a democrat unable to see that Brit- 
ain’s colonial subjects deserved democracy 
too; a has-been (even, at times, in his own 
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è \ 
Impish, headstrong and enjoying his job 


eyes) for years, and then, suddenly, in 1940, 
the only credible prime minister; deeply dis- 
trusted for most of his career by other politi- 
cians, inspirer of intense loyalty among his 
overworked staff; decisive, yet a poor man- 
ager of his cabinet; far-sighted and effective 
in his view and practice of 
global diplomacy, stub- 
bornly wrong-headed at 
times about military strate- 
gy; winner of the most cru- 
cial war in Britain’s history, 
only, as he wrote bitterly in 
his memoirs, even before it 
was over to be “immediate- 
ly dismissed [in the mid- 
1945 election] by the British 
electorate from all further 
conduct of their affairs”. 

In his youth, in India, 
Sudan and the Boer war, 
Churchill had been a dar- 
ing officer and war corre- 
spondent (both together, at 
times). The first world war 
showed him, first lord of 
the Admiralty (navy minis- 





ter) from 1911 to May 1915, at his worst. As The 

Economist, no admirer of his jingoism at the 

time, recorded in September 1914: 
On Monday Mr Churchill declared that “if the 
German fleet did not come out and fight, they 
would be dug out like rats in a hole.” The following 
morning a flotilla of German submarines, unfor- 
tunately, responded to the challenge and sur- 
prised three of our large armoured cruisers... 
Within two hours all three had gone down. 


Far worse, in 1915 he—as much as anyone, 
though not alone—was to inspire the landing 
on Turkey’s Gallipoli peninsula, a typically 
Churchillian sideshow that ended wretch- 
edly for navy and army (notably, many Aus- 
tralians and New Zealanders) alike. 

He was to be proved entirely right in his 
distrust of Hitler’s Germany in the 1930s. Yet 
those earlier events were curiously paral- 
leled in the second world war: two British 
capital ships, without air cover, sunk by Jap- 
anese aircraft within days of Pearl Harbour; 
an expeditionary force—diplomatically 
honourable, militarily mad—sent to Greece 
in 1940; later, Churchill’s remarkable belief 
that the long, often mountainous, Italian 
peninsula was “the soft underbelly of the 
Axis”. Attimes, he drove his military chiefs tc 
despair: how was the war to be won with é 
man of such random, impish, headstrong 
energy in charge? 

No real answer, but a fair one, as they 
knew, was that, without him, in 1940-41 i 
might well have been lost. 

m d 
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T HAS been an extraordinary week. Here in our tower above St 

James's, just across the royal park from Whitehall, where the 
execution took place, Bagehot has been surprised by the popular 
response, and his own. Terrible though the recent wars have been, 
setting Englishman against Englishman, the deliberate execution 
of a king—carried out as if in slow motion on a chill morning out- 
side the Banqueting Hall—was even more affecting. There was no 
rejoicing among the crowd, only a sense of a necessary deed hav- 
ing been conducted with proper dignity. Even Charles played his 
part well. This most flawed of monarchs met his end calmly 
(though not, of course, with the slightest show of contrition). At 
least the executioner had the good grace—and good luck—to 
achieve his work with a single blow. 
But still. An unidentified man in a 
mask severs the royal head; another 
waves it aloft: the scene on the black- 
draped scaffold might have been ex- 
pressly designed to drive home to 
those who witnessed it the enormity 
of the act of regicide. Any nation that 
separates the head of its lawful king 
from his body had better be sure 
that it did so with good cause, and 
with a clear view of what it means to 
do next. 

Was there just cause? There was. 
It is after all only a year since both 
Oliver Cromwell and Henry Ireton 
were bending over backwards to 
find some sort of settlement that 
would preserve not only Charles’s 
life but also his office. There has nev- 
er been a strong desire in this coun- 
try to kill him. Many people accept 
that some of the king’s motives— 
suchas his desire to steer a third way 
between the tyranny of popery and 
the perils of Puritanism—were sin- 
cerely held. But Mr Cromwell put it 
well when he told the Commons not 
long ago that “providence and ne- 
cessity” had in the end forced the 
king’s opponents to seek his head. Providence, because Charles's 
decision to plunge the country into a second civil war was a trea- 
son against God. Necessity, because although given every chance 
to settle, he showed that he could never be trusted. His flight from 
Hampton Court and subsequent attempt to use Scottish pikes to 
impose that nation’s Presbyterianism on his English subjects were 
simply the final straw. 

Besides, execution was not settled upon lightly. The king had a 
fair trial, in full public view, in front of 150 commissioners—all 
sound men drawn from the Commons, the army, citizens of the 
City of London and some fine country gentlemen. He did himself 
no favours by refusing to accept the authority of the court. But 
even if he had condescended to offer a defence, the verdict must 
surely have been the same: guilty as charged of “high treason and 
high misdemeanours”. No other single man bears as much blame 
for this past decade of battles, sieges, plague, rebellion and hunger. 
Many tens of thousands have perished in battle (and far more than 
that, some say, in consequence of it); taxes have risen sevenfold 
since the 1630s. Little wonder London has seemed so quiet this 
week. Its people know that it is a grave thing to kill a king. But they 
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The end of the king—and kings 


{ 
| 
know too that Charles was not just unfit for his office, but unwor- | 
thy of it—as he has been rightly described, “a man of blood”. | 
So what next? If it was right to kill KingCharles,itisrighttostop | 
Prince Charles becoming king in his father’s place. That should not | 
be difficult. The only way in which this tainted 18-year-old can 
ever hope to ascend the English throne is to do so at the head of a | 
Scottish army—and the New Model Army, for all its recent inter- | 
nal troubles, can no doubt make short work of any such threat. | 
The question now is not whether it was right to kill this king. It | 
is whether England needs any king. Bagehot in past columns has | 
questioned the feasibility of abolishing the monarchy. After all, | 
the Commons did not raise a great army to remove the monarchy, | 
but to restore its own trampled | 
rights. Even now, after Colonel | 
Pride’s helpful purge, many a royal- | 
ist still sits in the depleted rumpof | 
the House. Abolition would worsen | 
relations with many across the | 
Channel who are already horrified | 
by the English regicide. Even at | 
home few ordinary people favour 
abolition. And scrapping the mon- | 
archy might boost the Levellers and | 
other extremists, just when the pub- 
lic has begun to recognise their 
equality-mongering as the danger- | 
ous nonsense that it is. / 
And yet, and yet. Any nation 
that has had the courage to force a | 
tyrannical monarch tosubmittothe | 
laws of God and of man has crossed | 
a watershed. And although it is nat- | 
| 
| 





ural at such a time for the common 
crowd to shrink back, Parliament's 
duty is to press on. If good is tocome 
from all the recent horror, it ought | 
not to be merely the removal of one | 
bad head from one bad king. The | 
very doctrine of government which | 
set that man in authority should be | 
puton the scaffold too. | 
Perhaps it was Charles himself 
who—albeit unwittingly—put best the case against the monarchy. 
He did so when he asked at his trial by what authority hehadbeen | 
called before the court: “England was never an elective kingdom, | 
but an hereditary kingdom for near these thousand years.” Quite | 
so. And England has over these past ten years paid a most heavy | 
price for this ancient custom, which enabled a traitor and enemy | 
of the nation to pretend to be that same nation’s king. It is time to be | 
free of it. A draft bill already doing the rounds at Westminster de- | 
crees that “the officeof a king in this nation shall not henceforth re- | 
side in or be exercised by any one single person.” Excellent; the | 
| 
| 
| 
H 
t 
i 
| 
| 





House of Commons should enact the bill at once—and get rid of 
the House of Lords while it isat it. 

Some may ask: “If the monarchy goes, what is to prevent Par- 
liament itself becoming as much of a tyrant as the late king?” The 
answer is simple: a great new army, infected with the same love of 
law and liberty that nerved this country to enact this week’s fate- 
ful execution in Whitehall. England is not like other countries, es- 
pecially now. It is easy to see that, even 500 years hence, France will 
still be in thrall to a king. But England? After this winter week of 
1648-49, there will surely be no king in England—not ever again. 
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WORK 





Toiling from there to here 


Man’s work has changed utterly: after a half-century of horrors, for the better 


OTHING in human life has changed 

more in ten centuries than the world of 
work. Most trades now practised in rich 
countries did not exist 250 years ago. Of 
those thatdid,only prostitution and beggary 
(and a few rural crafts like hill shepherding 
or farriery) are conducted as they used to be. 
If work makes the man, we are a new race. 

The obvious symbol of that is the shift 
from farming, most dramatic in 19th-century 
Britain, but huge everywhere. Not that farm 
work is unchanged. For millennia, man 
guided the plough, drawn usually by oxen, 
then sowed, cut, stooked (“whats that?”), 
threshed and winnowed the corn by hand. 
By 1825, he had horse-drawn reapers, soon 
steam threshing machines and engines pull- 
ing a plough by cables across the field; now 
he drives tractors and giant combines, one 
man working where 200r 30did before. 

Other trades mechanised faster and fur- 
ther. Yet mechanisation is not the biggest 
change, nor advances like the development 
of the typewriter (in 1867-73 by a Wisconsin 
man, C. Latham Scholes) or the silicon chip, 
that almost created trades of their own. The 
greatest change is that there is a “world of 
work”, distinct from the home, at all. 

In 1200, 1500, indeed 1700, for nearly all— 
the merchant, the craftsman, the employed 
‘journeyman’, the apprentice, the domestic 
servant—work was where the household 
was; soldiers and sailors were the odd men 
out. Then, around 1770—-one or two even ear- 
lier--the factory was born; and with ita new 
world of mass wage employment. 

Marx, for once, was right about this: the 
relationships of the past had been torn up. 
Where two or three, maybe 12 or 13, had 
worked together, 200 or 300, 2,000 or 3,000 
did. The merchant by 1970 was a sales execu- 
tive; the apprentice worked in the stores or 
the typing pool; the journeyman, instead of 
living in his master’s household, as many 
had, drove to the assembly line and left it, 
forgotten, when the shift ended; the servant 
was dishing out in the works canteen. 
Though mechanised, farming was one of the 
few trades where old relationships survived. 

The old world was not always better, of- 
ten far worse. The typing pool or today’s call 
centre may be misery, but at least the “ap- 
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prentice” is allowed, and can afford, to go 
clubbing. And the 1990s are reinventing the 
past, as the assembly line slims and the con- 
sultancy of half-a-dozen people multiplies. 
But that past was indeed another country. 


The household of work 


In, say, 1600 the merchant, in any European 
town, lived literally “above the shop”, or at 
least the stock, and with thestaff. Thatis why 
old merchants’ houses are so big:not because 
he had a big family or ideas, he needed the 

















warehouse space, on the ground floor and 
maybe the attics too; and space to house 
adult employees, apprentices and servants, 
besides his wife and the (often working) chil- 
dren. He fed them all,and clothed most.Ona 
smaller scale, the butcher, baker and candle- 
stick maker did likewise. A sizeable farm, at 
least in England, would house one or two 
employees (the family’s own children per- 
haps being servants in a richer household). 
Better than today’s or not, the working unit 
was bound by more than wages. 

It offered far less liberty, however, than 
today’s world of work. There were slaves in 
England till about 1200; and the “villein” ow- 
ing days of labour—and much else—to his 
lord, notably at harvest-time, when he most 
needed them for himself, lasted beyond 1500 
(as serfdom of this type did in France until 
1789, Prussia till 1815, Austro-Hungary till 
1848, Russia till 1861). The English apprentice 
was bound to his master for seven years. He 
was housed, fed, clothed, taught the job, but 


not paid: one indenture of 1459 promises the 
future fisherman 20 shillings (£1) after his 
years of service; another, from a weaver 25¢ 
years later, pledges two suits of clothes. 

For the craftsman, life was better. Above 
all, his working hours were his own. For cen- 
turies Europe’s textile trade wasa mixture of 
capitalism and contracting-out. The “cloth- 
ier” bought the wool, supplied it to the spin- 
ner, collected the spun yarn, took it to the 
weaver, collected the cloth, and so on. Many 
arural family made muchofits income spin- 
ning or weaving. Like any contractor, it was 
at risk, if trade fell off, or it fell out with the 
clothier. But it was its own master. 

The road from there to here, via the fac- 
tory system, involved, in all of Europe, some 
50 years of hideous exploitation. England’s 
“statute of artificers” in 1563 laid down al 
least 14 hours of work a day, minus up to 21: 
hours for meal breaks. Nearly 300 years later 
factory-owners imposed much the same 
14 hours a day in Britain’s 1820s cotton mills 
15 (even for children) in some 1840s German 
factories, up to 16 in the silk mills of Lyons in 
1834. Factory owners and free-marketeer: 
fought off the British “ten hours movement’ 
of 1830 until the law forced their hand in 
1847. Germany got a 12-hour limit in 1871. 

The work itself was (often literally) kill- 
ing. At best, steam-power and the division ol 
labour—however immensely productive— 
had transferred skill from man to machine 
John Ruskin lamented that “it is not the la- 
bour that is divided, but the men...into frag 
ments, crumbs of life. You must either make a 
tool of the creature, or a man of him.” 

“Factory” discipline, a novelty to most 
workers, was fierce. Prussian coal-mine fore- 
men could give 15 lashes to boys breaking the 
rules (though at least they rarely employec 
women underground, as British mines did) 
And when trade fell, the “hands” were 
turned off; the safety net of the old house: 
hold system, the tie between master and ser- 
vant, was gone. A textiles slump in 1847 halt 
ed 60% of the looms in Krefeld, Germany 
Nor for 40 years did Europe (Germany, ir 
fact) see any real public effort to handle un. 
employment, bar the dreaded English work: 
house, or a well-meant French job-creatior. 
scheme in 1848 that instantly collapsed. Little 
wonder some women took to prostitution. 

Yet the road was upward. Especially for 
women. Praising Scholes’s invention, a Lon- 
don magazine in 1897 could still mock “the 
hundreds of old-fashioned firms where € 
writing-machine is absolutely tabooed”. Bu: 
vast new fields of employment were open: 
ing. Not too fast:in 1911, 39% of Britain’s work: 
ing women were still domestic servants. 
pe ate nl Os Be ee ‘ 
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The people of BP Amoco have packed a tremendous amount of 
achievement into 1999. Two great companies have become one and 
the new performance-oriented organization that has emerged is 
already addressing the opportunities of the coming century. As those 


possibilities unfold, we know two things for certain. First, the word 


gether. 





expects more of us now, And second, working together we can deliver. 
Our people have the know-how to succeed and a deep respect for 
the natural and human environment in which we work. As we look 
forward to the new millennium, there’s every reason to celebrate. 


Best wishes to, and from, the friends and people of BP Amoco. 















































Fast forward. Pressing the two Vs speeds you ahead. Watch us while we merge VEBA and VIAG 


and speed into the ranks of Europe’s premier industrial groups. Fast forward. The symbol for our 


merger. To find out more, write to VEBA AG, Bennigsenplatz 1, D-40474 Düsseldorf or VIAG A 
Brienner Straße 40, D-80333 Munich. 

































































si Nokia ig @ tegiatered trademark ot Howe Gorparanon. 





stockmarket@nokia 


The New Nokia 7110. The right 


We've seen that shares and stocks can change in an 
instant. That's why we created the Nokia 7110, the phone 
which lets you access online information about the latest 
stocks wherever you go. 


Thanks to WWW:MMM (Mobile Media Mode), a revolutionary 
open standard, the Nokia 7110 puts a world of Internet 


based information and services in the palm of your hand. 


‘internet based content is only available from selected service providers 





information at the right time. 


This includes all the latest about stock market 
movements and fluctuations. And with the Navi™ Roller 
Key you can scroll through all the information quickly 
and easily. 


So from now on, the moment the stockmarket makes a 


move, so can you. You might call this a mobile revolution. 


At Nokia we call it human technology.” 
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wenn nokia-asia. com 


1000 Name Memory * Enhanced Calendar + Navi™ Roller Key » Extra Large Screen * Chinese Input * Predictive SMS * Dual Band 


_ CITIES 


Care to bet? 


The end of urban man? 


Humanity for millennia has chosen to live in cities. They serve its needs 


ék AN”, wrote Aristotle in roughly 
3308C, “is by nature a city beast.” 
So, he could have added, are rats. 

Not that he would have, because his “ci- 
ty” was the little city-state, the polis, of an- 
cient Greece, usually fed by its own hinter- 
land, filthy, mostly ill-built and unpaved, 
but (except for its slaves) a coherent, durable 
social unit. His adjective politikon really 
meant, for him, what it suggests to us: he was 
on about politics, not town-planning. 

Yet today the comparison with rats looks 
apt. The Athens of Aristotle’s day was a mon- 
ster, by that day’s standards, with 150,000 
people, hinterland included; and it had been 
bigger. But even at its peak it was a village to 
today’s Athens of 3m people, traffic jams and 
fumes. And that in turn is nothing to some 
modern cities: “metro” Mexico city—the 
conurbation—holds around 18m people. 

And today’s cities are ballooning. Bom- 
bay in 1960 was a jam-packed city of 4m peo- 
ple. A peninsula, a bit like Manhattan, surely 
ät could take no more? It did: today’s metro 
‘Mumbai, bursting over its landward bound- 
ary, holds 18m. Rich cities have barely one 
person per room; Jakarta has three, Lagos six. 

Other ills are just as visible. Most rich cit- 
ies have cleared the smoke of the 19th cen- 
tury: London breathed its last pea-soup fog 

n 1954, the velvety soot on Manchester's 
buildings has been scoured away. Not so in 
door countries. Mexico city’s air is famously 
‘thy, as is that of many Indian, Chinese, 
ven Russian and East European cities. 

Then there is the car. It pollutes, witness 
ihe smogs of Los Angeles or Chile’s Santiago. 
k strangles: by 1940 New York had ım motor 
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vehicles, in Manhattan averaging less than 
smph (8kph). Poor cities can now beat that: 
add the car and Cairo’s 10m people to streets 
fit for a tenth as many, and the car often goes 
slower than the people. Not to forget sewage 
and waste disposal, nor the inner-city decay 
as the richer rats flee to the suburbs. And so 
the litany goes on. The city is surely doomed, 
as Lewis Mumford, an American sociologist, 
foretold 60 years ago, and many others since. 

But hold on. Sixty years? That’s a long 
time to spend dying, and in fact most cities 
have spent it doing the opposite. Not even 
rich countries—which could afford it—have 
seen mass desertion of their cities. For every 
Detroit left (temporarily, at that) to rot, there 
are umpteen city centres still full of willing 
citizens; look at the rents. In poor countries, 
40 years ago, it was easy to foresee riot and 
bloodshed, as grim, already bursting, cities 
swelled. It has seldom happened. Is Lagos a 
coherent, durable social unit? Is Calcutta? 
Maybe not. But where is the revolution? 
Overcrowded rats turn and rend each other. 
Humans might—but they haven't. 


The usefulness of cities 


To know why not, ask why cities grew. Eu- 
rope’s, over the centuries, reply: they served 
ends that could not have been served other- 
wise. In 999, as when Aristotle wrote, man 
was not, in practice, a city beast: most people 
lived in the countryside. Yet not by choice. 
Today, almost half of humanity lives in 
towns. And it does so because it wants to; or, 
at least, chooses the lesser of twoevils. 

Man has always lived in groups: it makes 
life safer and easier (and more fun). Some of 





Europe’s towns grew round the stronghold 
of a local lord. Most, including these, devel- 
oped as buying and selling did; trade needs a 
market, and markets need a certain mass. 
They are also self-reinforcing; a good one 
wins more business, a bad one, with few 
buyers, or the wrong goods or prices, dies. 

All successful towns met this economic 
need—or others. The English “villein” of noo 
could hope to escape the tie to his land and 
lord if he decamped to town. For any peas- 
ant anywhere, town was the one place 
where he might make his fortune, like Dick 
Whittington, a real person who did “turn 
again”, became lord mayor of London and 
died in 1423. When harvests failed, the near- 
by town offered hope of survival. 


Hark, hark, the dogs do bark, 
the beggars are come to town 


isnotjusta nursery rhyme, itis social history. 
Centuries later, country people all over Eu- 
rope flocked to towns for work in the new 
factories. The same motivations drive the ex- 
peasants of poor countries to town today. 

Above all, though, the towns served 
their own citizens. Provided they were in 
turn served by them. Geography—rich soil, a 
safe harbour or navigable river, ample fresh 
water, easy defence, later minerals like coal— 
was the start of many a town. But men made 
the difference. Let the river silt up, as Bruges 
did around 1500, and decline was near. 

Bruges—whose Buers family, on the 
Buerseplaats, gave us the bourse, the mer- 
chants’ exchange—was in fact already de- 
clining. It had been a huge cloth market. For- 
eign traders crowded it, ships came from the 
Mediterranean as early as 1300. Later the 
dukes of Burgundy set up there. Here were 
courtly splendour, wealth, richly endowed 
religious houses—and somehow enterprise 
got lost. Antwerp took the trade. Not just was 
itnearer the growing supply of cheap English 
cloth, but it chose to compete: Bruges tried to 
keep the cheap cloth out, Antwerp bought it 
unfinished, and finished it for resale. 

Rather the same happened in England's 
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textile industry. Wool came from flocks in 
the Cotswolds, west of Oxford, or East An- 
glia (whose vast churches witness still to the 
wealth it brought). Yet. it was Yorkshire 
whose weavers, later, created new cities; be- 
cause it had enterprise and its rivals had less. 
Likewise it was a climate of enterprise~and 
existing mechanical skills—not of the damp 
air dear to old geography books, that made 
Manchester the cotton capital of the world. 

Mischance could defeat the best-laid 
plans. Antwerp bought its cloth, and Portu- 
guese spices, with German silver; then 16th- 
century Spaniards found South American 
silver, and the spice/silver trade moved to 
Lisbon. Liibeck lived by trans-shipping Bal- 
tic goods to cross Denmark—till traders 
learned to sail round that country. Yet Flor- 
ence showed how a city could live on its wits. 
Its hinterland is not rich; it became so. Itis not 
a port; yet its merchants built a Europe-wide 
trade. Its river Arno gave it plenty of water, 
essential for making cloth, but no more than 
some other cities; yet it beat most as a maker 
and market of cloth. Above all, it virtually in- 
vented banking, and for 250 years led Europe 
at it. That was no accident. It was the result of 
a community, men learning from and com- 
peting with each other, just like London’s 
Elizabethan theatre or Detroit’s car makers; 
in sum, a city at work. 

Venice built its medieval greatness on 
trade. Rome sold the faith, drawing in contri- 
butions to the papacy, and pilgrims in some- 
times embarrassing but always enriching 
numbers. Since 1850, Paris—though also a 
great industrial centre, housing, not least, 
Gustave Eiffel’s ironworks—has sold plea- 
sure, just as Las Vegas sells gambling. 

Allcities, of course, sold and sell sex. This 
was a huge trade in the 19th century, though 
seldom as glamorously practised as by the 
grandes horizontales of i9th-century Paris 
or 16th- or 17th-century Rome and Venice. 
Amsterdam has records of a licensed, well- 
organised red-light district 350 years ago. 

The sex trade, then and now, is typically 
an urban one, and it witnesses to something 
else that cities sell: a degree both of tolerance 
and of anonymity. Tolerance was limited, as 
many a pogrom in European cities testifies 
of the past, or sectarian riots in South Asian 
or Indonesian cities do today. Yet the Jewish 
community in its 16th-century ghetto, cho- 
sen or imposed, was far safer (and big 
enough to provide rabbis and synagogues) 
than would the lonely rural Jew have been, 
or was the lonely Albanian or Serb in 1999 
Kosovo. For all its faults, the city serves. 

It has served education well, if only be- 
cause children had to be assembled in one 
place, and older students to be housed. Not 
until the 19th-century English boarding- 
school was any secondary school set up ex- 
cept in a town, and few then: Westminster 
school in central London and Galatasaray in 
Istanbul are far more typical. No university, 
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till very lately, was plonked down in virgin 
countryside. Cities did not always like the re- 
sults. Medieval Paris often saw conflict be- 
tween lay and clerical authority over miscre- 
ant students. Oxford and Cambridge are still 
to outgrow the mutual dislike of town and 
gown. But the urban university, in a town 
and eager to be of it, is the pattern. 

Cities served politics too. A few housed 
central government (hence the rise of Berlin 
and later, in part, thanks to public procure- 
ment, of its great electrical industry); many 
challenged it. City councils often disputed 
royal, noble or churchly power. They were 
rarely democratic. Many cities had a ruling 
elite, which even the new rich found hard to 
join: Venice’s patricians admitted no fresh 
blood from 1381 to 1646. And their politics 
could be rough; in Italian cities like Florence, 
often bloody. Yet cities were a countervailing 
force, notably in the Low Countries, 40-50% 
urbanised by 1600, where they coexisted un- 
easily with the local lord; and, till about 1550, 
in Germany, recognising imperial authority, 
but in practice governing themselves. 














Many a ruler had reason torue the power 
of cities, or their mobs. In Castile in 1520-21, 
commoners claimed rights still denied in 
Spain 450 years later. In England’s 1640s civil 
war, London was a pillar of Parliament 
against the king. In the great killing of Protes- 
tants in 1572, the Paris mob outran its rulers; 
in 1789, far more radical than the country- 
side, it overthrew them; it was crushed only 
by ruthless force in 1848 and 1871. Russia’s 
Bolshevik revolution was in fact a coup 
backed by the urban working class. For good 
or ill, the city was always an agent of change. 


The price 

The human price of city growth has been 
huge, of course. Witness Odon de Deuil, on 
Constantinople in the 1140s: 


Filthy, stinking...perpetual darkness...richer than 
anywhere else, and wickeder. 


Or Alexis de Tocqueville in 1835 0n Manches- 
ter, the first industrial city, suddenly swollen 
by itscotton mills, a city of “half-daylight”, as 








he put it, smothered by black smoke: 


Heaps of dung, building rubble...one-storey 
houses whose ill-fitting planks.and broken win- 
dows suggest a last refuge between poverty and 
death...yet below some a row of cellars, 12 to15 hu- 
man beings crowded into each repulsive hole... 
[Yet] from this foul drain, the greatest stream of hu- 
man industry flows out to fertilise. the whole 
world, from this filthy sewer pure gold flows. 


Could things have been otherwise? For 
all their filth, medieval cities were not chaos. 
They housed real communities, each trade 
run by its own guild, sometimes concen- 
trated in its own district. They were small, to 
today's eyes. Constantinople had perhaps 
750,000 people around 1000, but Florence not 
quite 100,000 in 1300 (and half as many in 
1400, after the Black Death). They grew slow- 
ly. Some were planned: Salisbury was laid 
out as a new town before 1250; a pope was 
driving straight streets through Rome 400 
years before Haussmann did it in 1860s Paris. 

The explosion began in the 18th century: 
Berlin’s inhabitants quadrupled from 1700 to 
1800, if only to 170,000 (with 950,000, London 
was Europe's largest city by far in 1800). Paris 
grew 3!2-fold, to 2m, from 1800 to 1870; Chi- 
cago 12-fold, to 32m, from 1870 to 1930. Plan- 
ners did their best, with some success in the 
New World: Philadelphia was designed, on 
an elegant grid, in 1681-82, Washington, on a 
grid, plus diagonal avenues, in 1791-92. Space 
shaped architecture. Cheap land gave sites 
for the detached houses of 19th-century Chi- 
cago, just as dear land was producing the tall, 
multi-family, bourgeois courtyard blocks of 
Paris. Many cities quite early had rules on 
heights or plot sizes: hence the narrow one- 
family houses of Amsterdam, or, later, the 
backward-stretching tenements of Berlin or 
New York. But sheer numbers and market 
forces often defeated good intentions. The 
half-acre plots from which early Philadel- 
phians were to feed themselves were built 
over; Frank Lloyd Wright’s one-acre dreams 
of the 1930s never left the drawing-board. 
The “garden city” was a fine idea; with rare 
exceptions, it just hasn’t happened. 

In contrast, gold did indeed flow from 
putrid Manchester (until its cotton industry 
shrank after 1950, and the city with it). And 
note: while the gold remains, the filth has 
gone (if only to the exploding cities of Asia). 
One could blench 30 years ago at Europe’s 
megalopolis of 56m people, stretching from 
the Ruhr up to the Amsterdam-Rotterdam 
“Randstad”, down to Charleroi and Lille, 
and over to south-east England. It now has 
59m, richer, people—but far cleaner cities. 

Yet if pollution, traffic and the suburban 
shopping mall cannot kill the city, will tele- 
working and the net? Will downtowns like 
Houston’s be abandoned to decay, their of- 
fice towers unpeopled as the pyramids, leav- 
ing suburbia to rule? Futurologists love to tell 
us so. Let them tell the birds. 
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RIGHTS 





Law? What's all this? 


The rights that western man now takes for granted are not just recently won 
but far from natural. So are the justice systems that ensure them 


T’Sa weird idea. A day is fixed. The citizen- 
ry, every Tom, Kim and Mary of it, if they 
so choose, troops along, marks a piece of pa- 
per and puts it in a box. The papers are 
‘counted, and, lo, if the count so says, the 
holders of the supreme powers of the state 
step down. Men with the power to tax or not 
tax, to spend this way but not that, to permit 
or outlaw, to make war or peace, tocondemn 
millions to death in a nuclear holocaust: they 
quietly hand over all these powers to bitter 
‘ivals whose policies, character and compe- 
ence they have spent months decrying, Few 
hings more astounding than electoral de- 
nocracy have been invented. 

No less astounding is that parts of the 
world can take it for granted, and the entire 
olanet claims to practise it. Even China, the 
one state ruled very much as it was 800 years 
igo, by a self-perpetuating central elite, calls 
tself a “people’s republic” and holds “elec- 
fons”. And this is just one of what are called 
western values—the sovereignty of the peo- 
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ple and accountability of its leaders, the 
rights of the individual (against both, if need 
be), the rule of law to ensure equal justice for 
all—that have spread worldwide. 

To call the ideas “western” is a big over- 
claim. Ancient Athens indeed fathered the 
word “democracy” (while excluding women 
and slaves from it), but quite possibly not the 
idea. And certainly you can be Maori, Kore- 
an, Hindu, Arab or Yoruba and need no 
westerner to tell you that you'd sooner think 
and decide for yourself than have some ruler 
do it for you. Still, the ideas have spread from 
the West. Yet how recent they are there; the 
Anglo-Saxon peasant of 999 waking today 
would be as amazed by them as the Yoruba 
one in Nigeria. 

Not that either man would be quite as 
amazed as we may now think. Pre-Norman 
Britain had versions of local democracy that 
were later lost. Yoruba chiefs, long before 
British colonial officials (let alone ballot box- 
es) turned up, were hedged in by the elders of 


what was never their own, personal, fief. 

Nor was belief in the absolute authority 
of kings any age-old tradition in Europe. The 
separation of church from state, now so of- 
ten contrasted, as typically western, with the 
Islamic notion of the state, is in fact barely 
twocenturies old. It wascommonplace, until 
1600, to see the king as sharing his authority 
with the other estates—in practice, the elite— 
of the realm; and all of them bound by Chris- 
tian morality, without which God would 
certainly punish them. That last thought was 
widened by both Protestant and Catholic 
radicals into a claim that the good Christian 
people could justifiably overthrow a wicked 
(or “idolatrous”/“heretical”) ruler. Even Ma- 
chiavelli, theoretician of “The Prince”, later 
in life came to believe that, in a city-state, 
without deep social inequalities, republican 
government was best. 


From divine right to democracy 

Only in 1576 did Jean Bodin, a French politi- 
cal thinker, assure Europe that the king, and 
he alone, was boss. Yes, and by divine right, 
went a rapid extension of this theory: ap- 
pointed by God, guided by God (however 
nasty the resultant kingly actions) and with 
absolute power (not least over the local 
church). The future James I of England, “the 
wisest fool in Christendom”, already king of 
Scotland, gleefully embraced this notion— 
thereby ensuring that his still more foolish 
son, Charles I, lost his head to an axe. 

That execution, in 1649, at Parliament's 
order, followed in 1688 by the ouster of the 
even stupider James II, was the death-blow 
of absolute monarchy in Britain. But notelse- 
where. Nor was it any triumph of democra- 
cy: in 1653 the new boss, Oliver Cromwell, 
sent Parliament (such as it was) packing, 
nominated his own poodle body, and when 
the poodles yapped kicked them out too. 
Soon a king was back; and quite soon the no- 
tion of responsible monarchy was common 
coin in Britain and, later, its empire. 

Democracy, and the much wider notion 
of “the rights of man”, had to wait till the two 
great revolutions of the late 18th century. 
Even then, the concept was limited, in prac- 
tice. For the first time, in America, a (would- 
be) state, not just enlightened thinkers, de- 
clared all men equal—but excluded slaves 
and, for even longer, women from a say in 
political affairs, just like ancient Athens. 
France’s revolutionaries went much further 
socially, and in populist verbiage. They also 
drenched their new freedom in blood; not 
only that of aristocrats but of priests and, in 
the Vendée massacres, peasants who rashly 
disagreed with them. Within 15 years, France 
had an emperor; and its women had to wait 
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even longer to vote than American ones. 

And Britain, “mother of parliaments”? 
As its reform bill of 1832 cautiously widened 
the franchise a little, conservatives thun- 
dered against “arrant democracy”. And its 
own parliament long remained packed with 
the well-bred and well-off; so packed that 
when a newly arrived Labour member 
asked an older hand where he could relieve 
himself, the latter, a famous wit, supposedly 
replied, “There's a door along there marked 
‘Gentlemen’—but don’t let that put you off.” 
The story is probably fiction; its spirit is not. 

Arguably, the real key to worldwide 
democracy lies in the less dramatic revolu- 
tionary ferments in Europe of 1830 and 1848. 
On the surface, they failed, as did Britain’s 
Chartist movement between those years. 
But they symbolised and inspired what was 
to become the irresistible spread of progres- 
sive thinking; and warned the new, increas- 
ingly bourgeois, elite of Europe that what it 
had grabbed, others below it wanted too. 
Even the Russian tsar got round, in 1861, to 
freeing his country’s serfs. 

And so from Euro-America to the world; 
notably, through its empires. Already, Latin 
America, freeing itself from empire, had put 
on the new liberal clothes. In Africa and Asia, 
the colonial rulers never practised democra- 
cy, though Britain made ever-so-timid, belat- 
ed steps towards it in India. But they carried 
their self-subversive ideas; and in time thou- 
sands of colonial students were to see these 
at work in the imperial capitals themselves. 

When the great retreat from empire 
came, in 1945-75, all the colonial powers— 
even Portugal and Belgium—left behind at 
least a lip-service structure of democracy; 
Britain and France more than that. The 
Americans meanwhile had shoved the idea 
down Japanese throats. Whether these 
structures were well thought-out, and what, 
where, then became of them, is another, 
morecomplex and mainly gloomy story. 


The right tolaw 


And what about the justice system that up- 
holds all political and other rights, and much 
else besides? 

“The first thing we do, let’s kill all the law- 
yers,” says Dick the butcher to Cade the tailor 
in one of Shakespeare’s plays, as the two fan- 
tasise about a perfect England. Cade loves 
the idea. Many today might love it even 
more. At the end of the millennium, some so- 
cieties feel weighed down by a growing bur- 
den of laws and lawyers. How tempting to 
hark back, like Dick, to a halcyon time when 
benign rulers ruled with inborn, natural jus- 
tice, when a man’s word was his bond, tradi- 
tion and custom were respected, and dis- 
agreements were resolved with simple 
common sense. Too bad that it never existed. 

Life for most people in 999, and long 
after, was rough. Trade, investment and in- 
novation were to alter that. But the transfor- 
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mation could not have happened without 
the framework of law that first secured 
property rights and personal safety, and lat- 
er made possible transactions between 
strangers continents apart, with the assur- 
ance that the deal would be fulfilled, or else. 
Nor would the invention of any amount of 
rights count long for much, without means 
of ensuring them. Small or primitive groups 
can function with simple sets of rules and in- 
formal understandings; not so today’s highly 
urbanised society and global economy. 
Today’s legal systems have had a slow 
and complex evolution. Most contemporary 
law is derived from the two great legal tradi- 
tions of Western Europe, the civil law of con- 
tinental Europe and the common lawof Eng- 
land. The two have spread to nearly every 
other region of the world, usually imposed 
through colonialism, but sometimes, asin Ja- 
pan, Korea and China, adopted in conscious 
imitation of Europe. These legal transplants, 
even when imposed by outsiders, incorpo- 
rated some local customary rules, and they 
have diverged from their European models. 





But their ancestry can still be discerned. 

Modern European law emerged from a 
deliberate resurrection of Roman law. For 
centuries after the collapse of the western 
Roman empire, the great body of its law lay 
largely forgotten. It survived in part in the 
church, and in bastardised forms in areas of 
southern France and Italy. Elsewhere, the 
cruder customary law of the German tribes 
took its place. The uniformity of the empire 
gave way toa patchwork of legal authorities, 
as local princes or nobles applied local rules 
in asporadic and often capricious way. 

As political order became more firmly 
established, these customary rules were ill- 
suited to cope with the resultant growth in 
trade, the expansion of towns and the ad- 
ministration of greater swathes of territory. 
Responding to this need, groups of scholars 
in the late 11th century rediscovered the Cor- 
pus Juris Civilis, a huge compilation and re- 
finement of Roman law made five centuries 
earlier at the direction of the Byzantine em- 
peror Justinian I. 

Centred on the University of Bologna, in 
northern Italy, generations of these scholars 
produced a vast literature commenting on 
and expanding Roman civil law. Students 
from all over Europe flocked to Bologna to 
learn the new law first-hand, and returned to 
their own countries to set up law faculties in 
the newborn universities. Meanwhile, guilds 
and merchants’ associations were develop- 
ing their own rules and courts to handle 
commercial agreements and resolve dis- 
putes. Increasingly, public officials, local 
judges, and merchants’ courts, when they 
needed an appropriate rule for novel situa- 
tions, tumed to the university scholars. 

Though often applied in different ways 
or adapted to local conditions, the new rules 
thus spread throughout Europe, comprising 
what became known as the jus commune, a 
common stock of procedures and concepts 
which gave the law of mainland Europe a 
strong sense of unity. The rise of the nation 
state eroded this unity, but scholars contin- 
ued to play a central role in the law's devel- 
opment, maintaining a link with the Roman 
past in great national codifications of laws, 
such as the Code Napoleon of 1804, and the 
German Civil Code, which took nearly 20 
years to compile, and went into effect on the 
first day of the present century. Such nation- 
al codes were in turn exported to many 
countries outside Europe. 


England goes its own way 
England took a completely different path. 
The Norman conquest of 1066 had given it a 
centralised government and administration 
long before continental nation-states had 
begun to form. This made England resistant 
to the legal revolution that later swept across 
the rest of Europe. 

The Normans found a system of courts 
in being, and notones that always toadied to 
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the mighty. What customary service did the 
villein John, a semi-free peasant, owe to the 
lord of the manor? A jury of peasants gath- 
ered at the manorial court would decide. 
Was Robert a villein or the free owner of the 


eat V 


land he'd been evicted from? A villein, said 
Simon, the powerful landowner who now 
held it, in a recorded case of 1202. He brought 
a string of witnesses to prove his case. Bribed, 
said Robert—and the court took his side. 





Merit rules, OK? 


HE HAD waited years. Yet hardly was 
Christopher Musgrave in the lucra- 
tive post of clerk in ordinary to the Privy 
Council than he asked, and got, royal per- 
mission “to resign it to his nephew”. So 
says his memorial in the church at Eden- 
hall, site of his now vanished family seat 
in northern England. And, it adds proud- 
ly, “in the whole course of his life, he was 
not less mindful of any of his relatives 
when it was in his power to serve them”. 
Such was public appointment in the Brit- 
ain of the early 1700s, under Queen Anne. 

She died. The habit did not. Hilaire Bel- 
loc was not wholly joking when in 1907 he 
wrote of Lord Lundy, whose kin 

... had intended you to be 

the next prime minister but three, 
but who was so inept that 

-.. my language fails, 

Gooutand govern New South Wales! 

Nor was this true only of monarchical, 
class-ridden Britain. In Musgrave’s day the 
Dutch republic was famous for the venal- 
ity and nepotism of its public life. Much of 
the world still is:nepotism is natural. 

Meritocracy is not. Today’s path to 
public service would amaze most of our 
ancestors. In France around 1700, some 
30% of the royal revenues came from the 
sale of public offices (including the rental: 
in 1604, a notable finance minister, the 





Passing-out (and up 








Marquis de Béthune, had made public of- 
fice hereditary—pay the state, each year, 
one-sixth of what you originally bought 
the post for, and you could hand it on to 
your heir), But in Europe it was Napo- 
leon’s France that led the way to a better 
world, with competitive examinations 
and the grandes écoles whose hyper- 
powered alumni have run the state ever 
since. China’s Song emperors had got 
there 750 years earlier. 

And a good thing too, who could 
doubt it? Only a cynic would note that it 
was Britain, whose landed aristocracy 
held sway well into the 19th century, that 
was to build up an empire grander even 
than the earlier ones of title-ridden Spain 
or, yes, those venal Dutch; whereas China 
was to be savaged by foreign powers, 
France, under Napoleon and later, to sur- 
render in three of its four major wars. 

Still, meritocracy is plainly fairer than 
aristocracy, is it not? Agreed. Not that, in 
itself, it has anything in particular to do 
with democracy. Our cynic might add 
that “aristocracy”, in its original Greek, 
meant rule not by landed nobs, but by 
“the best’; the two, in the nobs' eyes, being 
manifestly synonymous. While “meritoc- 
racy” means rule by those who, especially 
in their own eyes, manifestly best deserve 
torule. Quite a different matter. 
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All this, though, was ad hoc, most of it 
concerned with determining matters of fact. 
In time, rules created case-by-case by the 
king's counsellors, and then by a new set of 
officials, the judges, replaced the jumble of 
local rules and courts. The result was Eng- 
land’s common law. 

Roman-law teachings from the conti- 
nent did not impress English judges. They 
preferred to apply royal decrees and the de- 
cisions of their predecessors, adapting these 
to novel cases through reasoning by analogy 
rather than by applying abstract rules. Early 
in the 19th century Jeremy Bentham, a utili- 
tarian philosopher, argued that England too 
should codify its law. Its politicians and law- 
yers thought otherwise: English law, like its 
offspring in America, remained an ad hoc 
mixture of statute and precedent. 


New law, old purpose 


Today the volume of law has swollen hugely, 
as legislatures, ever faster, pump out new 
laws and regulations. This new law often va- 
ries greatly from country to country, even 
when itis meant to handle similar problems. 
Yet the law is also being pulled towards 
cross-border consistency by the growth in 
trade, communications and travel; most in- 
ternational transactions are now governed 
by English or American law. 

Differences between the civil and com- 
mon-law traditions too have been eroded, as 
they borrow from each other. Civil-law 
courts pay more respect than in the past to 
precedent, while in recent decades com- 
mon-law countries such as the United States 
have enacted uniform legal codes. 

And law everywhere shares its old pur- 
pose: to free life from arbitrary, or merely 
random, action and decision, and provide 
redress against them. That can mean convic- 
tion of burglars, recompense for injury, pro- 
tection from fraudsters—or from govern- 
ments, witness the growing use of judicial 
review to challenge official action in those 
very countries where lawyer is becoming a 
rude, if well-rewarded, word. 

In many poor countries (and not so poor 
ones, like Latin America) the issue is not too 
much law or too rich lawyers, but too little 
access to law, let alone rule by it. The institu- 
tions of law exist almost everywhere. Yet 
much of the globe remains literally lawless. 
For billions, lawyers, binding contracts and 
courts to enforce them remain out of reach. 
Property rights and civil rights are the pre- 
serve of a small elite, or even pure fiction. At 
best, civil law is often what a corrupt judge 
says it is, and crime is what such judges say 
poor men have done but rich ones not. And 
the biggest threat to life and liberty is often 
the very government that poses as the 
guardian of both. Remember this the next 
time someone tries to raise a chuckle by 
quoting the line: “Let's kill all the lawyers.” 

_ = = 
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Attempted suicide 





The first world war was a disaster that need never have started, could have 
been stopped, and led straight to even worse disasters 


N THE summer of 1914, the rulers of Eu- 

rope, after a century of huge economic 
progress and a decade of rising tensions, 
marched their peoples, the boss-eyed lead- 
ing the blind, to the brink of collective sui- 
cide. The “great war” was to killover 8mcom- 
batants. Lions led by donkeys, said a Ger- 
man general of the British troops; sheep led 
by abattoir operatives, he might better have 
said of every warring nation, not least his 
own. Worse was to spring from the war: the 
Soviet and Nazi regimes, and a second war, 
greater still, in which civilians too were rou- 
tinely slaughtered, in horrors exceeded only 
by the mass murder of the Holocaust. And 
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none of it need have happened. 

The spark for war was the murder, in 
June 1914, in Sarajevo, part of the Austro- 
Hungarian empire, of the heir to the throne. 
The killer was a Bosnian Serb. So Austria, al- 
ready at odds with Serbia, takes the opportu- 
nity—four weeks later—to send it, with Ger- 
man backing, a brutal ultimatum. Serbia 
gives way. Not enough, says Austria and de- 
clares war. Russia (then including much of 
today’s Poland) threatens to mobilise its ar- 
mies, but only against Austria. Even that 
means war with us, says Germany. Russia 
mobilises in full. Sodoes Germany, planning 
a first strike, through neutral Belgium, at 
France, formally allied with Russia since 
1894. German troops enter Belgium. Britain, 
hanging back so far, despite secret commit- 
ments to France, joins in. Crash. 

Millions of deaths, and words, later, his- 
torians still have not agreed why. Logistics, 
says one theory of the last crucial days of 
peace: Russia’s plans for a total mobilisation 
would be wrecked by a partial one; there 
would be chaos if Germany’s troop trains, 
once moving west, were halted. Or so the 
generals said, and the civilians gave way. 

But the deeper reasons? Germany, a 
country on its way up, feared “encircle- 
ment”; it had become notably militaristic 











under its coxcomb and much-uniformed 
Kaiser Wilhelm Il; and it resented being pa- 
tronised (and largely shut out of empire) by 
the self-satisfied British, on their way down, 
and the despised French. France had no zeal 
for war, but detested the neighbours who 
had humiliated it in 1870-71. Britain disliked 
Germany’s start on a navy to rival its own; it 
had slid in 1904 from its old isolation into an 
entente with France, leading to military talks 
concealed even from the cabinet; and its 
foreign ministry was full of anti-Germans, 
headed, for ten years from 1906, by a minister 
who largely shared their view. Pro-French 
sentiment was aided too, till his death in 1910, 
by King Edward VII, an obese but skilled pur- 
suer of game birds and other men’s wives— 
and no less popular or persuasive for it. 
Blame for the war is usually laid—with 
the lion’s share for the kaiser and his general 
staff—on this Anglo-German rivalry, abetted 
by the jingoism of press, professors and pub- 
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~ licopinion in both countries, That view may 
be a little too kind to Britain’s Germano- 
phobes. But it is vastly too kind to those who 
actually began the thing. Austria, ruled (since 
1848, no later) by its once sensible Franz Jo- 
seph II, was actively eager for war. Tsar Nich- 
olas I, given his status and role in Russia, 
could have restrained his too confident sol- 
diers; this last, dim, feeble scion of an ugly 
dynasty argued, but did not overrule them. 
Both dynasties got what they deserved. 
Their peoples, and others, got far worse. 
So did the Turks, inveigled.in by Germany; 
the Italians, lured by British promises of Aus- 
trian territory, and even a few Portuguese; 
plus huge numbers from Britain’s loyal em- 
pire, even from uneasy India; and, in 1918, 


Americans. Whoever began it, all the bellig- 
erents conducted the war like lunatics: The 
battlefield slaughters are notorious; less so, 
yet still more criminal—killing, after all, is the 
general's trade—was the Allies’ rejection of 
efforts for peace, promoted by America, the 
pope and, several times, Germany. Nocoun- 
try’s generals wanted a halt. But the Reichs- 
tag in mid-1917 voted by two to one for “a 
peace of understanding and reconciliation”. 
The few Britons who dared even to think 
that way were treated almost as traitors. 

And so to Allied victory, peace—and, in 
1919, the final crime, the Treaty of Versailles, 
whose harsh terms would ensure a second 
war, and were condemned for it, by a few 
clear-sighted critics, at the time. 









Europe and Islam 


The centuries of al-Andalus 


S THE millennium opened, which was 
the most cultured city in Western Eu- 
rope? Arguably, Cordoba—Muslim Cordo- 
ba. The Arab/Berber force that crossed the 
straits of Gibraltar in 7u soon reached far 
into France. Not for long; but in Spain, al- 
Andalus to its new rulers, Muslim power sur- 
vived, though repeatedly diminished, until 
the Christian reconquest of Granada in 1492. 
Both sides remember their shared his- 
tory in Europe as one of conflict. With rea- 
son. Arabs landed in Sicily in 703 and ruled it 
from 902 till nearly 1100. (Hence a modern 
north Italian gibe: Q—Why did Sicily get the 
Nobel peace prize? A—It was the only Arab 
country not to make war on Israel.) War 
won the Turks an empire in south-eastern 





Cordoba’s (ex-)mosque 
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Europe that lasted into the zoth century. Yet 
not all, or even most, was violence. Within 
al-Andalus, even as it splintered internally 
and was nibbled away by the reconquista, 
for six centuries Christian and Muslim com- 
munities—and the many Jews—generally 
coexisted in peace. 

All Europe should be grateful, and not 
just for the Arab buildings like the Alhambra 
in Granada that it has inherited. Al-Andalus 
was famous not only for its textile industry 
and its advanced agriculture, but for its 
scholars. Averroes—Ibn Rushd—was born in 
Cordoba in 1126, an Islamic expert to whose 
30 years of study Europe owes much of its re- 
discovery of Aristotle and Plato. The great 
Jewish thinker Maimonides also was born in 
Cordoba, in 1135, though a period of intoler- 
ance there forced him first to Morocco and 
ultimately to Cairo. There he codified Jewish 
law in his Mishne Torah, and wrote (in Ara- 
bic) his classic “Guide for the Perplexed”, 
whose linking of religion, philosophy and 
science also was to influence medieval 
Christian scholarship. 

Both men were also notable physicians; 
another field in which Europe had much to 
learn from its invaders. (Yet another was per- 
sonal hygiene; so much so that, after the re- 
conquest, visiting the public baths was 
seen—at times, in some places, banned—asa 
sign of covert fidelity to Islam.) 

Poetry too flourished in al-Andalus. 
Who better to typify its many-sided society 
than Samuel HaLevi, later to be known as 
HaNagid, another Jewish son, a century ear- 
lier, of Cordoba; though he too was pushed 
to leave (by the violence between Arabs and 
Berbers, not against Jews, that was to end 
Cordoba’s greatest days), and made his ca- 







reer in Granada. In 1027 he was. named (c 
named himself?) nagid—prince or gover 
nor—of al-Andalus’s Jews. Service to succes 
sive Muslim kings saw him in 1037 appoint 
ed grand vizier of Granada, and for most o 
the years until he died in 1056, leader of it 
troops in battle. Yet he was a scholar and 
poet too. His verse, suffused with his rabbin 
ic learning, but drawing on both cultures, i 
one of the jewels of Hebrew literature. Tw: 
epigrams can hardly speak for it; but the 
show arare realism about his career. 

War at the start’s like a beautiful girl, 

any live man’s delight. 

And by the end? A disaster, a hag, 

regret, repulsion—and flight. 
Nor did he put much trust in princes: 

Why did he hire you, your master, then? 

So you could work, while he earned. 

You're just his tongs. When the fire gets hot, 

you'll be the one that gets burned. 
Alas, HaNagid’s distrust was right. Thougl 
nearly all the states of al-Andalus, Cordob: 
not least, had fallen to the Christians by 125c 
Granada survived, and indeed flourishec 
and when Spain’s “Catholic monarchs”, Fer 
dinand and Isabella, eventually took it ove 
in 1492, they promised freedom of religior 
By 1499 they had changed their minds. 


The church and science 


Right, for the 
wrong reason 





MAGINE it. A Catholic bishop in a univer 
sity town goes on CNN one night to con 
demn a long list of fashionable scientific anc 
philosophical views. Everyone flips chan 
nels, even in Lourdes. Full details of all 21 
heresies—for such they now are, and any 
body caught spouting even one of ther 
faces excommunication—are published or 
his website. A few surfers download the lis 
and e-mail it to their friends. The Londor 
Times writes in praise of ecclesiastical eccen 
trics. The pope transfers this one to Somalia. 
In March 1277 in Paris, this, more or less 
happened; except that the pope was pleased 
dons hastily amended their lectures, anc 
few people dared to laugh. Today, such an ac 
of clerical censorship seems a textbook ex- 
ample of bigotry blocking intellectual pro- 
gress. But two eminent historians of science 
both Catholics, have claimed that Bishop 
Etienne Tempier’s condemnations of 127; 
were a crucial stepping-stone on the way tc 
modern science. They are half right. 
One of Pope John XXI’s problems was 
that Arab thinkers were belatedly helping 
Christendom rediscover ancient Greek sci- 
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ence and philosophy. The works of Averroes 
were especially irksome. He argued, basing 
his views on Aristotle, that both the creation 
of the world by God and personal immortal- 
ity were alike impossible. Such pagan ideas, 
peddled by infidels at that, were gaining 
ground in Paris and elsewhere. The pope told 
Tempier to root them out. The bishop and a 
committee of 16 theologians took just a few 
weeks to compile a list of 219 forbidden 
views. Number 152—that theology is based 
on fables—was clearly annoying. But it was 
number 147 that really hurt. 

It said that if something has been estab- 
lished as contrary to nature, or physically 
impossible, then not even God can bring it 
about. This was more than just a denial of 
miracles. It reflected two basic Greek ideas: 
that human reason could deduce immuta- 
ble laws of nature, and that the gods were as 
bound by these as anyone else. Though Aris- 
totle himself often emphasised that his con- 
clusions about the physical world were 
merely provisional, his medieval followers 
went much further on his behalf. They be- 
lieved he had established many physical 
laws, so that it was possible to say definitive- 
ly what God could do, and what not. 

In fact, much of Aristotle’s physics was 
wildly wrong. In condemning it, Tempier 
was doing the right thing for the wrong rea- 
sons. By insisting that God had absolute 
power to do anything He chose—to create 
many worlds, for example—Tempier and his 
like prompted Christian philosophers and 
scientists to explore all sorts of possibilities 
that dogmatic Aristotelians had ruled out. 
Plainly, if God could make the world any 
way He fancied, it would be foolish to rely on 
the armchair ratiocinations of ancient 
Greeks to find out what that was. Bit by bit 
over the next few centuries, savants began to 
piece together a new physics that dispensed 
with Aristotelian principles and relied on 
looking instead. 

Thanks to the church? As Galileo later 
might have said, yes and no. And John XXI? 
In May 1277, he was killed when the force of 
gravity brought the papal roof in on him. 


‘The Black Death 


Plague and 
economics 





“WHE plague reached Europe's southern 

ports from the Crimea, in the winter of 
347-48. The continent had enjoyed some 
too years of prosperity, and then 70 of cold. 
Result: too little food for too many people. By 
350 one-third of them, especially in the 
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leric and lay... 


swollen cities, would be dead. You can be 
rich and die of plague; many such did. But ill- 
nourishment (swathes of Europe saw fam- 
ine in the 1340s) surely played its part. 
Just what was “the plague”? Boccaccio, 
who lived through it in Florence, recorded: 
first, swellings in the groin or armpits, which some- 
times grew as big as an egg or an apple. These 
spread, then changed into black or purple spots, a 
few large ones or many small, in any part of the 
body...infallible signs of approaching death. 


Bubonic plague is the usual diagnosis. But 
the papal physician at Avignon tells of fever, 
spitting of blood, ulcers, but not of swellings 
(buboes). And bubonic plague, spread by rat 
fleas, is normally preceded by the death of 
hordes of rats (only then do the fleas opt for 
humans). Yet no one in 1348 recorded this. 
Whatever the disease, all who visited the 
sick man, wrote a chronicler in Flanders, 
or do business with him, or even carry him to the 
grave, quickly follow him there. 

The result, in Florence, was that 
when the graveyards were full, they dug huge 
trenches, where they laid the corpses hundreds at 
a time, stowed like merchandise in a ship...How 
many grand houses, once full of gentlefolk, were 
left empty, even of the lowest servant... How ma- 
ny spirited young men and pretty women ate in 
the morning with their family and friends, and by 
evening were supping with their forefathers. 

In Flanders, travellers found 
fields uncultivated, cattle straying without herds- 
men, barns and wine-cellars wide open, few peo- 
ple anywhere. 

The grandees took refuge in their coun- 
try houses—it was such a group whom Boc- 
caccio imagined telling each other the tales 
in his “Decameron”—or hastened to pro- 
mise propitiatory legacies to the church. 
They died anyway: England lost two arch- 
bishops, and a princess, at Bordeaux on her 
way to wed the prince of Castile (whose king 
himself was also soon to die). Of a well-off 
group who fled to the hills from Bergen, in 
what is now Norway, only one survived. But 
the poor took note. 

Briefly, their time was to come. As de- 
mand for food slumped, so too did farm 
prices (though those of manufactures rose, 
as craftsmen died). An English chronicler re- 
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corded that in the plague year 
a horse once worth 40 shillings 
could be bought for half a mark 
jone sixth as much], a fat ox for 
four shillings |say, a third of its ear- 
lier value], a cow for one shilling. 


But wages did the opposite: 

in the autumn, a reaper was not to 

be hired for less than eightpence {a 

day, 50-75% up}, plus his meals. So 
- crops were often left to rot. 
It did not last: the English gov- 
ernment swiftly brought in 
laws tostop the free movement 
of farm labour and restore pre- 
plague wage levels, fining em- 
ployers who paid more. It half-worked. Food 
prices rose rapidly; in the 1350s grain cost 30% 
more than before. Farm wages fell, but still 
stayed far above past levels (unsurprisingly: 
not just did the attempt to reverse them defy 
market realities, but the levels fixed had in 
some places been surpassed years before the 
plague struck). 

Craft wages and prices remained far 
higher in England than before. That was true 
in the cities of mainland Europe too; in Flor- 
ence they had doubled, a contemporary la- 
mented. Siena’s city council felt it worth of- 
fering tax breaks to attract incomers. 

The surviving rich, by mere inheritance, 
found themselves richer still (vastly richer, 
the sole survivor of the Bergen group). So did 
the church, as gifts and legacies poured in 
(though in Castile it was made to return some 
of its gains to the donors). Yet the social shock 
had been great. Death was never far from 
medieval man. Yet here was the natural or- 
der upset, rich and poor, layman and clergy 
(monks especially) indiscriminately swept 
away by the wrath of God. 

In some cities, such as Paris, the reaction 
to random death had been a “why bother?” 
collapse of morals. There and elsewhere this 
outlasted the plague. In Florence: 

finding themselves few and rich, men forgot what 

had happened...and took to gluttony, taverns, 

gambling and unbridled lust. 
The counter-reaction was a rush of piety, ex- 
emplified in a wave of church- and chantry- 
building. Yet the church as an institution, al- 
ready under attack, emerged weakened. Had 
it saved the faithful? Or even its very own? 
One-fifth of Pope Clement VP's curia in Avi- 
gnon was swept away (as was the patriarch 
of the Russian church). 

Did the Black Death lead directly to the 
French peasants’ revolt of 1358 or that in Eng- 
land of 1381, even to the Reformation? Did 
the shortage and high cost of labour change 
farming practice and push technology? 
(Fewer monkish copyists; use a printing 
press.) Was it the deaths of scholars that led 
to the founding of several new universities 
before 1400? All this has been argued; some 
of it may be right. The 19th-century French 
historian who saw the Black Death as the di- 
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vide between the medieval world and the 
modern had, at least, a point. 

Inonegrim respect there was no division 
to mark. No doubt the plague was God's 
judgment, but someone must be spreading 
it. Yes, them. By early 1348 massacres of Jews 
had begun, in southern France. Under trial— 
torture, that is—in Switzerland, a Jewish doc- 
tor (ominous words: Stalin was to use them, 
in the same spirit) confessed to poisoning the 
local wells. In Basle, Jews were burnt to 
death; then in Stuttgart, Freiburg, Dresden, 
Mainz, Cologne and many another German 
city; in Strasbourg, even before the plague ar- 
rived; in Brussels too and even in one or two 
cities of relatively tolerant Spain. 

Most rulers and a few city councils did a 
little to protect Jews; Pope Clement threat- 
ened to excommunicate their persecutors. 
The Christian mobs, egged on by the bizarre 
self-flagellant cults that had sprung up, were 
not listening. In the proportion of people it 
killed, the Black Death was Europe's greatest 
known disaster; for one group of Europeans, 
600 years later worse was to come. 

s 





Trouble with Turkey 


The fall of 
Constantinople 


REEKS still consider Tuesday an un- 

lucky day. May 29th 1453, was a Tues- 
day; the day that Constantinople, the place 
they called—and often still call—the queen 
of cities, or simply “the city” was overrun by 
the Ottoman forces that had bombarded its 
mighty walls for the past 40 days. 

In the history of warfare, this was a wa- 
tershed. It proved that gunpowder could 
batter down the strongest walls enough to let 
the attackers in; the age of immobile, iron- 
clad soldiers defending big stone fortresses 
was over. But far more was over than that. 

The Byzantine defenders and their Vene- 
tian and Genoeseallies had noticed portents 
since the lunar eclipse a week earlier. An 
icon of the Virgin Mary slipped from its plat- 
form as it was carried through the city; then 
a thunderstorm halted the procession. As 
dusk fell on May 28th, the Emperor Constan- 
tine warned his subjects they might have to 
sacrifice their lives for the faith, family, coun- 
try and sovereign. The clergy—bitterly divid- 
ed by doctrine, as Christianity’s 400-year- 
old east-west schism deepened—put aside 
their differences to hold an evening service 
in Saint Sophia, the greatest church of east- 
em Christendom. 

In the small hours next day, the final as- 
sault began, with a deafening noise of trum- 
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pets, drums and war-cries. The Genoese ran 
down to the sea after their commander was 
wounded; eventually a dozen Greek and 
Italian ships, laden with terrified refugees, 
reached the open sea. The besiegers—the ir- 
regular, ill-trained bashi-bazouks and the 
elite janissaries—poured in. 

Smashing through the great bronze 
doors, they burst into the morning service at 
Saint Sophia. The worshippers were massa- 
cred or captured; many priests died by the 
altar. Later Sultan Mehmet, the impulsive 21- 
year-old who had flouted all his elders’ ad- 
vice in besieging the best-defended city in 
Europe, walked into the building and or- 
dered an imam to claim it for the Muslim 
faith. But he stopped a soldier hacking at the 
marble pavings: looting—for one day, not 
the usual three—all right, but not vandalism. 

Mehmet also took care to preserve intact 
the city’s second most-important church, 
that of the Holy Apostles, and hand it to the 
Greek Orthodox patriarch. Though much 
misused by the temporal authorities, the pa- 
triarchate survived as an institution for ad- 
ministering the Greek and other Orthodox 
Christian communities in the new multinat- 
ional empire. As a strange side-effect of the 
Muslim conquest, the doctrinal integrity of 
eastern Christendom was preserved: instead 
of the compromises with the Vatican that 
might otherwise have been inevitable, the 
patriarchate was able to hold to its view on 
the issues, such as the nature of the Trinity, 
that had led to so much bitter argument. 

Nonetheless, the political capital of east- 
ern Orthodoxy moved northwards to Rus- 
sia, where patriots proclaimed that Moscow 
had become the third Rome after the con- 
quest of Byzantium, which itself had been 
known as the new Rome. 

The fall of Constantinople brought to a 
head many trends already under way. One 
was the slide of the Byzantine empire's pow- 
er, as the loss of Anatolian lands left it short 
of revenue and recruits, and thus more de- 
pendent on fickle Italian allies; another the 
flight of Greek scholars (particularly brilliant 
in Byzantium’s final years) to Italy, where 
they helped to stimulate the Renaissance. 

Yet another was the emergent contest in 


south-eastern Europe between the Austro- 
Hungarian and Ottoman empires. The Turks 
were besieging Vienna in 1683 and repeat- 
edly at war with Russia or Austria in the 130 
years thereafter. They held southern Greece 
until 1832, today’s Bulgaria, Romania, Bosnia 
and nominally Serbia until 1878, the lands 
south of these down to liberated Greece un- 
til 1913. Hence the Muslim pockets—Albania, 
Bosnia—that for most Europeans today are 
the only reminder that the country they see 
as a source of cheap, resented, migrant la- 
bour was once a mighty power in Europe. 
But a part of Europe? Allied with Ger- 
many in the first world war, and therefore 
stripped of their remaining Middle Eastern 
empire, the Turks by 1922 were strong 
enough again to drive Greece’s troops, and 
centuries of Greek society, from Anatolia. 
Old enmities were resharpened by the Turk- 
ish invasion of northern Cyprus in 1974. If 
the European Union still hesitates, despite 
Turkey's decades inside NATO, about its wish 
for EU membership too, the real reasons lie 
centuries deep; not least in 1453. 
m 





Reform and Rome 


Luther 
on the stand 


Te emperor was there:Charles V, king of 
Spain and archduke of Austria, elected 
two years earlier, aged only 19, to head the 
Holy Roman Empire. There too, at the gath- 
ering in Worms, in southern Germany, were 
the seven princes who hadelected him. With 





Luther could do no other 
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them was, not least, the legate of Pope Leo X. 
Before them stood an Augustinian monk, a 
37-year-old professor and theologian at Wit- 
tenberg: Martin Luther. 

Four years earlier, he had posted his 95 
theses on a church door in the city. His target 
then had been mainly the selling of papal 
“indulgences”—a let-out for sinners (even, 
since 1476, those already in purgatory). But 
by now Luther had widened his attack, chal- 
lenging papal authority itself. He had al- 
ready been excommunicated. Charles—not 
the pope, who thought his own condemna- 
tion quite enough—had called the meeting 
to have Luther put under ban afresh. 

For form’s sake, Luther was first invited 
to recant. As expected, his reply was uncom- 
promising: not a word would he unsay, 

unless lam convinced by holy scripture, or by evi- 
dent reason—for | can believe neither pope nor 
councils alone, since it is plain that they have re- 
peatedly erred. My conscience is captive to the 
word of God. 

It is possible that he never actually pro- 
nounced his famous conclusion: 

Hier stehe ich, ich kann nicht anders—Here | 

stand, Ican donoother. God help me. 
The words appear only in a later published 
version, not the original record. No matter, 
the genie was out of the bottle: faith depend- 
ed on holy writ and the individual under- 
standing. The emperor was a zealous Catho- 
lic (which did not stop his troops sacking 
Rome six years later), but also man of the 
world enough to become the most formida- 
ble holder of his title since Charlemagne. He 
later tried repeatedly to reach a compromise 
with the Protestants. In vain: Rome was not 
interested, nor were they. The Reformation, 
which was todivide and ensanguine Europe, 
and divides western Christendom even 
now, was irretrievably on its way. 

And free, individual thinking with it? 
Not so fast. The reformers were to prove less 
keen on murdering their rivals than was the 
Roman church, but not much more tolerant. 
Even in as mild, and mildly Protestant, a 

»country as Britain it took the 19th century to 
remove the last civil disabilities of Catholics. 
= 3 s 


Old Russia and new 


Show trial 





E TOOK a strange and primitive coun- 

try and made it a strange, modernish 

sand nasty one. It was probably the most cru- 

ial shift in Russia’s history. Peter the Great, 

sar from 1682 to 1725, set out to modernise a 

edieval theocracy, and produced a milita- 
Bstic police state based on slave labour. 

Peter's aims—like those of some other 

ussian leaders who have taken short cuts in 
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cas AFTER two months of a second 

siege, Napoleon’s troops had 

broken into Saragossa. The Spaniards 

were fighting house-to-house. A French 
officer later recorded one episode: 


With a petard, we brought down the door of the 
church, which the monks were defending to the 
death. Behind them a mass of men, women and 
children had taken refuge at the foot of the al- 
tar, and were crying for mercy. But the smoke 
was too thick for us to distinguish the victims 
we would have wished to spare. We wrought 
havoc everywhere, and death alone stifled 
theircries. 


Saragossa and total war 


in their heroic, truly national, uprising 
against foreign rule were inventing total 
war. Saragossa lost 54,000 dead, many of 
them civilians, in those two months. 
Worse was to come: in the 1860s, Paraguay 
fought a five-year war that cost it more 
than half its people, including 85% of its 
men. And French accounts of Saragossa at 
least express pity, almost shame. After the 
less than enlightened Russian army in the 
1870s had taken one central Asian city, its 
commander wrote: 

We wenton killing the Muslims until there were 

none left to kill. 





Such was the enlightenment that Napo- —a lack which he plainly regretted. The 
leon’s admirers believe he was bringing to__ process was to go further yet: in the hands 
hide-bound, priest-ridden Europe. of two eminent democracies, to Dresden 
Yes, but. Arguably, the Spaniards too, and Hiroshima in 1945. 
si os 





the name of progress—were admirable. He 
saw that Russia was too weak militarily to 
defend itself properly; and that to do so it 
must pay urgent attention to its technology, 
administration and education. 

He achieved much. He founded the Rus- 
sian navy. He started an ambitious system of 
canals (completed, at vast cost in life, 
by Stalin’s political prisoners). He 
developed mining and manu- 
facturing. He built a new capi- 
tal, St Petersburg, from 
scratch. He even forced “Ger- 
man” dress and hairstyle on 
the population, famously in- 
sisting that the boyars, Rus- 
sia’s barons, shave their beards. 

And his methods were ap- 
palling. They were exemplified by 


perhaps the most poignant event of Great? 


his reign, the show trial for “treason” of 

his own son, Alexis; an exhibition of para- 
noia, deceit and brutality by the “Bolshevik 
emperor” (as one Russian historian today 
calls him) worthy of Stalin. 

In reality, Alexis’s greatest crime was to 
be the weedy eldest son of an ambitious fa- 
ther. His father's obsessive ambitions for 
him, as for Russia, were not matched with 
any systematic attention to his upbringing. 
He never learnt the manly and military vir- 
tues which his father prized. At his trial in 
1718, he blamed his own “bad character” on 
“having been brought up from my infancy 
with a governess and her maids”. By 1715, 
when he was aged 25, his father called hima 
“gangrenous limb” of the royal family; Alexis 
took the hint, relinquished his claim to the 
throne, and escaped to Vienna. 

This infuriated Peter, who offered him a 
pardon if he returned, threatening him with 










lifelong pursuit in exile if he did not. When 
he reached Russia, however, the hapless 
Alexis learnt that his pardon was condition- 
al on his revealing his “accomplices”. Since 
there was no conspiracy, this was difficult. A 
trial followed. 

The verdict was probably fixed in ad- 
vance. But the niceties, just as in Sta- 
lin’s show trials, were observed. 
The proceedings took place in 
public and were published af- 

terwards; court and lay offi- 
cials were consulted for their 
expert opinions (ecclesiasti- 
cal authorities noted careful- 
ly that the Bible supported 
punishment for an errant son, 
albeit with the option of mercy). 
There was evidence, of the best 
Soviet kind: hearsay and forced con- 
fessions. Alexis’s mistress gave damn- 
ing testimony: the tsar-to-be had told her 
that he “would maintain troops only for de- 
fence, and would not wage war against any- 
one.” He was persuaded to confess by 25 
blows of the knout—a favourite Russian in- 
strument of chastisement—on the first day, 
and 15 on the second. Even the death sen- 
tence offered no respite: his torturers tor- 
tured on, in search of more information. Two 
days later, probably as a consequence, Alexis 
was found dead. According to one source, Pe- 
ter had a tearful final meeting with his son, 
where he forgave and blessed him. What 
Alexis said in response is not recorded. 

Russia’s inquisition continued, investi- 
gating 370 cases in the next seven years. Sovi- 
et rulers two centuries later were to cite Pe- 
ter’s vigour as an inspiration for their own 
transformation of their country. 

+ = 
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Karl Marx 


The prophet 
of capitalism 








[E most professional writers, Karl Marx 
worked best up against a deadline. The 
“Manifesto of the Communist Party” was 
written in a few days of round-the-clock cre- 
ative inspiration in Brussels in January 1848. 
This intensive, adrenalin-fuelled, intellectu- 
al focus produced what was to become the 
world’s best-selling political pamphlet. 

The comrades of the Communist League 
back in London had imposed the deadline 
the previous December, after a ten-day 
brainstorming session in a room above a 
pub, the Red Lion in Soho. Marx was charged 
with getting their new-year resolutions 
down on paper. He missed January 1st, but, 
with input—though none of the actual writ- 
ing—from his friend Friedrich Engels, the 
German text was in print by February. 

And then? This pamphlet that was to 
have an impact on politics worldwide raised 
barely a quiver of immediate interest. The 
French revolutionaries of 1848 never saw it. It 
did not appear in Russian until 1869. It took 
the Russian revolution of 1917, 34 years after 
Marx’s death, to make the world take note. 

It has been Marx’s misfortune that what 
he wrote as a tract for the times has been tak- 
en (by his supporters) as eternal truth or (by 
his critics) as an attempt thereat. But the 
Communist manifesto was in fact rushed 
out to try to rally the forces of the proletariat 
in the “year of revolutions”, 1848. The year 
saw major revolts against the reigning impe- 
rial monarchies in France, Germany and 
Austria. Even in England, the Chartists, feted 
by Engels as the world’s first organised work- 
ing-class movement, threatened the bour- 
geois order with a monster demonstration, 
which promised to bring insurrection to the 
heart of London. Alas for Marx and Engels, 
the Chartists got no farther than Kennington 
Common, in south London, where they 
were halted by the forces of law and order 
under the aged Duke of Wellington. 

The status quo survived the year of revo- 
lutions in mainland Europe too, if not with- 
out the odd casualty. Marx enjoyed a boister- 
ous year in Germany, the land of his birth, 
trying to turn the nascent democratic move- 
ment in a more revolutionary direction. He 
failed, and made his home in London for the 
rest of a studious life, spent mainly in the 
reading-room of the British Museum, though 
punctuated with occasional rumbustious 
pub-crawls. The first volume of “Das Kapi- 
tal” appeared in 1867; its author died in 1883; 
and 1894 brought the land of his refuge its 
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first stab at a Labour party which, like to- 
day’s version, owed little to either. 
Communism did better elsewhere, but 
not as Marx had predicted in its manifesto. It 
did not prove “inevitable”. The Russian revo- 
lution was imposed ruthlessly from above, 
the Chinese one by guerrilla war. As a guide 
to the sworn enemy, capitalism, however, 
Marx was more prescient. His account of the 
reasons for the survival and prosperity of 
capitalism has never been bettered. In a fam- 
ous passage, he wrote that 
Constant revolutionising of production, uninter- 
rupted disturbance of all social conditions, ever- 
lasting uncertainty and agitation distinguish the 
bourgeois epoch from all earlier ones. All fixed, 
fast-frozen relations, with their train of ancient and 
venerable prejudices and opinions, are swept 
away,all new-formed ones become antiquated be- 
fore they can ossify. All that is solid melts into air. 







And not just in capitalism’s homelands: 


The bourgeoisie, by the rapid improvement of all 
instruments of production, by the immensely fa- 
cilitated means of communication, draws all,even 
the most barbarian nations, intocivilisation. 


And so capitalism evolved into globali- 
sation. All other systems, communism in- 
cluded, found themselves chasing shadows. 
For once, Marx was proven right. 





The nation-state 


Garibaldi 
and the 1,000 





HEY were a thousand, roughly (1,027? 

1,044? 1,089? The records disagree), the 
redshirts whom Giuseppe Garibaldi led 
from Genoa in May 1860. Against the odds, 
they conquered the mezzogiorno, the Italian 
south, and opened the way to a united Italy. 
The nation-state was never the 19th-century 
invention that it is sometimes 





alone. Nearly all were middle-class: teachers. 
writers, traders, 150 lawyers and law stu- 
dents, 100 physicians, 50 engineers, 20 chem- 
ists, ten painters and sculptors, three priests 
and, more usefully—they set off in a pair ol 
paddle steamers—3o naval officers. Italy’s ri- 
sorgimento was not a whole nation rising 
against its oppressors, as 19th-century ro 
manticism proclaimed and Giuseppe Maz 
zini wished, but a few well-educated people 
leading the way. 

Garibaldi was a colourful, lucky, mildly 
irresponsible risk-taker. Famed as a guerrill: 
leader in South America (the idea of rec 
shirts came from the abattoirs of Uruguay) 
he had fought against north Italy’s Austriar 
masters in the revolutionary-nationalist up 
risings of 1848-49, and again, alongside thi 
Piedmontese, in 1859. Many Italians hero 
worshipped him. In Turin, Piedmont: 
prime minister, Count Camillo Benso di Ca 
vour, despised him (and was detested by 
him); but its King Vittorio Emanuele II gavı 
the expedition some encouragement. 

Not that Garibaldi was gung-ho for it. h 
the spring of 1860, he was in a sour mood 
France and Piedmont, in alliance, had kickec 
the Austrians out of Lombardy. But the Fran 
co-Austrian peace of Villafranca had pre 
vented him liberating Venice (and he hac 
just found out that his new-wed secon 
wife, Giuseppina, was pregnant by anothe 
man). Nor, though the people of Tuscar 
and Emilia had voted to join Piedmont, wa 
he convinced that the time was right to ric 
the mezzogiorno of its Bourbon ruling fam 
ily—their kingdom of the Two Sicilie 
stretched halfway up the peninsula—an 
bring it too into the nascent Italy. Yet mar 
around him thought otherwise; Vittori 
Emanuele gave the nod; so off he went. 

On May uth, the thousand landed a 
Marsala, in western Sicily, to a warm wel 
come from, well, the British consul. Th 
young Bourbon monarch sent 25,000 sol 
diers todefend his newly inherited kingdon 
But when their advance guard could nc 
hold Garibaldi’s ragged force, the Sicilian: 





painted as: think of France, or 
England. But this, with the 
birth of Italy in 1860-70, and of 
the new Germany in 1871, was 
its heyday; the 2oth century 
has mainly demonstrated its 
disadvantages. And no epi- 
sode was more dramatic than 
that of Garibaldi and his 
mille. 

The thousand, aged from 
11 to 69, included one woman, 
Rosalia Montmasson, wife of 
Francesco Crispi, who had 
masterminded the expedi- 
tion. Four-fifths of them were 
from the north; one-third 











_ disliking their rulers from Na 
| ples and hoping for land-dis 
tribution, decided (led by th 
powerful mafia of the time 
that he was their man. Chee! 
ing crowds welcomed hi 
troops to Palermo, and th 
royal army of 20,000 surrer 
dered. After that, across th 
straits of Messina, and it wa 
almost a stroll to Naples; Gar 
baldi arrived there by train. 
In Turin, Vittorio Emar 
uele was pleased, but cat 
tious. Cavour feared Gariba 
dis popularity among th 
lower classes, and his republ: 
can ideas. So the norther 








from Bergamo and Genoa 


No gung-ho hero 


king rushed south to collec 
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what Garibaldi had won: half of the country. 
The two metat Teano, a little north of Naples. 
Five months later, in March 1861, the new Ital- 
ian parliament met in Turin and proclaimed 
Italy’s unity. 

And Garibaldi? His thousand disband- 
ed, he returned to his island home on Capre- 
ra, north of Sardinia, with his spoils of war— 
some coffee and sugar, a bundle of stock-fish 


and a box of macaroni. The press was told to 
ignore him, and his later efforts to oust the 
Austrians from Venice and papal rule from 
Rome came to nothing. Italy soon got both 
(thanks mainly to Prussia’s wars with its ri- 
vals), and became a centralised state, torn by 
Catholic/“liberal” differences, allergic to re- 
forms, and run as a private fief by an oligar- 
chy. Much, in sum, as it still is. 

E i 





Hitler and Stalin 


The heights of evil 


S NIGHTMARES go, the similarities are 
striking. Adolf Hitler and Joseph Stalin 
gave us the word “totalitarian”. No regimes, 
ever, had encompassed with such totality 
the peoples under their sway. Few had such 
mad ideas, none the means so intensively to 
stuff their subjects’ heads with them. None 
had both the technology and the readiness 
to kill on so huge a scale. They murdered by 
the million, terrorised by the hundred mil- 
lion—and, Hitler for 12 years, Stalin for 29, 
until his death, they got away with it. 

Yet the differences were large. For one, 
Hitler was appointed chancellor, in January 
1933, constitutionally, and with a ballot-box 
mandate: his National Socialists had won 
37% of the vote in the free-and-fair Reichstag 
elections of July 1932, more than any other 
party. By 1939, rising living standards, a new 
sense of order, albeit forcefully imposed, 
and success abroad had won him huge pop- 
ularity, which the hysteria of war and con- 
quest then increased. For those Germans, the 
bulk, who supported him, or at least kept 
their heads down, life was far better, until 
the Soviet army and the Anglo-American air- 
forces got to work in 1943, than the grim years 
of inflation and then unemployment after 
humiliation in the first world war. 

Russia’s Communists never had such 
popular backing, except maybe in the joy of 
victory over Germany in 1945. Lenin took 
power in 1917 in a coup. His Bolsheviks won 
under 25% of the votes for a 
‘constituent assembly in the 
only national election they 
ever allowed, far behind a 
tural party of the left. Start- 
ing, it’s true, from a low base, 
in 74 years they never gave 
Russia’s people more than a 
nint of prosperity from a 
state-run economy built— 
above all under Stalin, leader 
Yom 1924 till his death in 

953—by ruthless means. 

Yet in many ways they 

yutdid Hitler. They lasted far 
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longer in power. They beat 
him in battle, and then for 
halfa century made the Sovi- 
et Union the world’s second 
superpower. And they man- 
aged, violently, a deep trans- 
formation of society. A na- 
tion four-fifths peasant and 
two-thirds illiterate was in- 
dustrialised, urbanised and 
educated within 30 years. 
Theentire economy was torn 
from private hands, entire 
social classes demonised and 
destroyed. The once mighty 
Russian church became, on sufferance, a eu- 
nuch of the state. Hitler, charismatic and rev- 
olutionary by temperament, did none of 
this. He uprooted Germany's political estab- 
lishment, but not the fundamentals of its 
economy or the social order. 

Nor were the two ideologies mirror im- 
ages of each other. Communism offered a 
coherent belief system, based on a false the- 
ory of the perfectibility of man and the pseu- 
do-science of economic determinism. It had 
universal appeal: brutal in fact, but seeming- 
ly idealistic, the system solidified under Sta- 
lin won admiration in many poor countries, 
and from a host of clever fools in rich ones. 

Hitler's notions were woollier, more 
mystical, resting on such concepts as will, 
authority, racial superiority and worship of 
the leader. They spoke only 
to the German-speaking 
Reich, though he had emula- 
tors among those who up- 
held fascism (a different idea, 
though the two are often 
thought the same) in Italy 
and Spain. He successfully 
spoon-fed an educated na- 
tion vile anti-Jewish fanta- 
sies that should have been 
spat out by any ten-year-old. 
But only the besotted (which 
included neither Mussolini 
nor Franco) could take them 
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seriously, except in their more than vile re- 
sults. Although Stalin too used a cult of per- 
sonality, his system survived him; it is un- 
likely that Hitler's could have. 

One thing the two had in common: ruth- 
less violence. Both used ferocious internal re- 
pression. The edge here goes to Stalin. Even 
Hitler’s armies of snoopers, his 95 Germans a 
day convicted of political crimes in 1933-39, 
his political murders, concentration camps 
and killings of Jews and left-wingers in that 
period, cannot match Stalin’s record. Russia 
had traditions of secrecy and violence; but 
the isolation, paranoia and terror that kept 
the Soviet people in thrall for so long exceed- 
ed anything comparable, anywhere, ever. 

Both men also oversaw worse than that: 
mass murder. Hitler's massacre of European 
Jews was an act of genocide 
without millennial equal. It 
is a cruel irony that Ger- 
many’s own half-million, at- 
tacked from 1933 on, had 
more chance of flight in 1933- 
39 than the millions in Nazi- 
occupied countries, once 
their fate had been decided 
on in 1942. Slavs, Gypsies 
and what the Nazis saw as 
other sub-species also were 
killed in millions, Add on the 
4om-5om dead, direct and 
indirect, of the war that Hit- 
ler unleashed in 1939 and he 
must lead history's list of infamy. 

Unless Stalin does. He, even if not alone, 
must share the guilt of war; whatever the er- 
rors of Britain and France, it was his pact 
with Hitler in August 1939 that gave the green 
light. And the total of Stalin's victims in 
peace-time in his own country—no serious 
estimate is below 11m, some much higher— 
far exceeded those that Hitler had notched 
up by 1939. That many died of famine due to 
forced collectivisation in Ukraine and else- 
where in 1928-33, in deportations of entire 
peoples later, or, at all times, in inhuman la- 
bour camps, rather than by overt execution, 
lessens his guilt not a jot. At his death in 1953, 
the labour camps had never been so full. 

The two countries and peoples have 
emerged very different from their past. Rus- 
sia, like much of the eastern Europe that it 
misruled for nearly 45 years, is still mired in 
poverty, corrupt, barely democratic. Van- 
quished Germany, soon allied with its west- 
ern conquerors, rapidly rose from the ashes 
of totalitarianism to becomea decent land of 
freedom and prosperity. And peace. 

There is no answer to the question which 
was more evil, Hitler or Stalin? Stalin’s legacy, 
by the weight of time, has proved harder to 
offload. But both men defy moral measure- 
ment. It is like asking whether pulling out 
toenails or giving electric shocks to the geni- 
tals is the more acceptable form of torture. 

—_ = = =z 
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ATIONAL constitutions, Napoleon Bonaparte said, should 

be “short and obscure”. Had the sometime emperor himself 
only been content with that same condition, a million fallen sol- 
diers would still be alive today. Instead, though short beyond re- 
proach, he has been everything save obscure. He has marched far 
enough and fought long enough to turn all Europe into a battle- 
field. Self-proclaimed an emperor, here and there the installer of 
his brothers and marshals as its kings, he has shaken the continent 
so violently that he may well have unbalanced its natural order for 
decades to come. 

The worst of the nightmare is over. Bonaparte is aboard a Brit- 
ish warship, under guard and heading into exile. He is bound for 
the South Atlantic, where he will live out his days on the island of St 
Helena with a dozen servants and a general’s half-pay. Many view 
this as too generous a fate, and they have a case. If the rulers of Eu- 
rope had sent Bonaparte to the gallows instead, law and natural 
justice alike would have smiled on his 
execution. 

And, conceivably, he may have 
mischief within him yet. Nobody 
foresaw his capacity less than six 
months ago to escape froma first exile 
in Elba and to raise yet another army 
in France. That adventure bought him 
a hundred days of freedom. Europe 
paid for it with 100,000 lives. 

But there is a compelling argu- 
ment for erring on the side of clemen- 
cy, which Britain does well to heed. Of 
course Bonaparte is a bad man. Of 
course he is adangerous man. But he is 
also an exceptional man who has di- 
verted, devastatingly, the course of 
European history. He has put himself 
in British hands for fear of worse. To 
execute him would smack of petti- 
ness, not justice. And St Helena, unlike 
Elba, is far enough removed from 
France to ensure there can be no sec- 
ond escape. 

All of which is not to wish His 
Most Corsican Majesty a long and 
happy retirement. Far from it. He de- 
serves the fathomless private torment 
which an honest recollection of his 
life would bring. Let us hope the baggage accompanying him into 
exile includes at least one of those flattering portraits by Gros or 
David showing the First Consul, lean and bright-eyed, on the field 
of an early battle. And on St Helena let this hang next toa long mir- 
ror, so that old Boney (by name, but no longer by nature)can weep 
each moming at the evidence of his decline. Barely 45 years of age, 
he has slumped from the figure of a young Greek god to that of a 
sickly and sag-bellied pensioner. 

Doubtless Bonaparte will prefer dishonest reflection. He can 
spend the long evenings which remain to him writing letters and 
memoirs which will justify his actions when in power. He can de- 
vise tales of others’ treachery and of the cruelness of fate toexplain 
away his defeat. This may win over some readers. But it is to be 
doubted whether Bonaparte could, in fact, tell much of value 
about the causes of his rise and fall, even should he want genuine- 
ly todo so. He was a shrewd and tireless opportunist of undoubted 
military gifts—but one whose hunger for power and wealth was 
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never matched by a capacity for managing those commodities, 
once acquired, in an intelligent and durable way. 

Such political insights as he possessed were those supplied by 
his experience of the French revolution. He watched it mutate into 
mob-rule and corruption. He seems to have come away persuaded 
that violence alone could determine human affairs, and that all 
other statecraft was merely the decorous concealment of this basic 
truth. He treated other men as worthless, or close to it. When nec- 
essary, they could always be bribed or killed. 

We may say, on his behalf, that this simple view of the world 
allowed him, once in power, to pursue two general and comple- 
mentary aims. The first was to impose civil order at home. The sec- 
ond was to conquer and loot other countries at the rate needed to 
sustain an army large enough to see off any challenger it was ever 
likely to encounter. He rose for a time because these were not, in 
truth, bad policies for France. He fell when the second of them 
proved unsustainable, and began to 
threaten the first. His policy at home 
was to favour “new” money as the 
keystone of his order—meaning, in 
practice, the promotion of poor men 
who had grown rich through the op- 
portunities for theft afforded by gov- 
ernment or military service. The vul- 
garity and licentiousness of this new 
class has given much innocent amuse- 
ment to the rest of Europe. One need 
not spend much time chez the first 
Duchess of Danzig toguess at Mme Le- 
febvre’s earlier career as a washer- 
woman. But this was a class splendid- 
ly admiring of Bonaparte—so long as 
he was winning his battles. In his gift, 
then, lay the loot and exotic titles 
which they craved. The trouble came 
when he started losing. He discovered 
that he had invented a gentry almost 
as cynical as he was himself. They 
cared nothing for an emperor who be- 
gan tocost them money. 

Now, noblesse oblige, these new 
French seem happy to resume life un- 
der Louis the Umpteenth-—-so long as 
he invites them tocourt and taxes only 
the poor. If he disappoints on either 
count, they will in another decade or two contrive some other re- 
gime that suits them better. One senses in France after Bonaparte a 
country where great entrepreneurial energy has been unleashed, 
but vitiated by a dangerous streak of silliness. 

Elsewhere in Europe, the danger is that too little cynicism may 
prevail. Bonaparte has installed in France the institutions of a 
modern state; those of administration, of law, of finance, of civil 
and military education.These may outlast him, indeed his and our 
century. Thanks to him and them, the whole continent has 
glimpsed the possibilities inherent in a well-functioning modern 
tyranny—clearly the finest system of government imaginable, so 
long as one cares nothing for humanity. 

The main structural flaw in Bonaparte’s tyranny was that it 
had no great cause, no great idea to sustain it. It had nothing but the 
exhortations of the tyrant himself. We may revile him, rightly, for 
his cynicism and selfishness. But imagine how much more awful 
Europe’s next tyranny will be, if it is idealism that drives it. 
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A world fit for women 


It took most of the past ten centuries. Here’s why 


A woman isa worthy thing, 

they do the wash and do the wringe. 
‘Lullay, lullay,’ she doth thee singe. 
And yet she hath but care and woe. 


A woman isa worthy wight, 


she serveth a man both daye and night. 


Thereto she putteth all her might. 


And yet she hath but care and woe. 


ND that is from a song whose writer, un- 
like many at the time (the early 1500s), 
was eager “to preise women wher that I go”. 
But maybe his limited notion of the praise- 
worthy woman applied only to the humble 
housewife? Here, after all, is well-off Mar- 
gery Paston, some 75 years earlier, writing to 
her husband John in London to procure, yes, 
a pound of almonds and a yard of broad- 
cloth, but also “some crossbows...and two 
or three pole-axes” to conduct a property 
dispute. Who's wearing the trousers now? 
Maybe, but what about John’s teenage 
sister? Young Scrope wants to marry her. 
She’s ready, if the money is right, butit’s up to 
John (their father is dead) to decide. Mean- 
while, she’s fallen out with mamma, and— 
a female cousin writes to John— 


she hath since Easter [this is June] been beaten 
once in the week or twice, sometimes twice on one 
day, and her head broken in twoor three places. 


Thus could a young woman be used, in a 
well-off, educated family, in 1449. 

It could have been worse. English 
gentry of the day readily affianced their 
under-age daughters (and “age” was 
only 12)as, in effect, part ofa property 
merger. Or indeed put them through 
a marriage ceremony: one such, in 
about 1200, was married at the age of 
four, twice widowed, and married a 
third time—for 300 marks, cash down 
—ateleven. 

So whats old, one might ask? 
Peter Bruce, an adventurer serving 
the tsar, records Russian matchmak- 
ingin the early 1700s:notably “an in- 
ventory of what they propose to 
give with the damsel” which is 
hawked around, and, if it 
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finds favour, an inspection of her “stark na- 
ked, to shew if there be any personal defect” 
by women sent by the might-be groom; the 
two young people meeting at last on their 
wedding day. In grand English families, the 
use of women as commodities went on, 
thinly disguised, until about 1900; in parts of 
the world, it still does. And child marriage? It 
lasted in England until nearly 1600; and not 
till the 1920s did British rulers dare to outlaw 
itin India—to no great effect. 

As for the different rules for men’s and 
women’s sexual behaviour, Christine de 
Pisan, writing around 1400 in Paris, warns 
the inhabitants of her “City of Women” that 
men will accuse them of “so many vices in 
everything”, while readily using “all kinds of 
tricks to catch you, just as one lays traps for 
wild animals”. And “if a woman falls into 
your snares”, an anonymous Englishwoman 
castigates men 300 years later, 


so cruel and unjust are you, it is impossible she 
should ever retrieve her character; but you can 
find an hundred excuses for the crimes of your 
own sex—slips, heat of young blood, or the like. 


She could have written it in 1900, or in 
many societies even now. Nor was it 
only her character that a woman putat 
risk. The errant Turkish wife in 1700, ac- 
cording to Bruce again, 


is mounted on an ass, with her face to- 
ward the tail, carried through the town and 
then sold for a slave. 


And she could count herself lucky with 
that, in one or two fiercely Islamic coun- 
tries today; just as there are, in 1999 as in 
1700 or 1400, Asian (nay, Sicilian) men 
who, ifa sister tarnishes the family hon- 
our, restore it by murdering her. 


Man has been blaming woman for his 
own misdeeds since Adam. “Fallen women!” 
said a 19th-century British reformer; “You 
mean knocked-down women.” She was 
right, but the notion had crossed few male 
minds. In contrast, the idea of woman as the 
seductive leader-astray had long been wide- 
spread. And not only in the Christian world, 
with its distrust of sex. Islam does not share 
that distrust; Arab poets were earlier than 
Christians to sing of their loved ones. Yet the 
idea of woman as snare was as strong, and is 
now stronger, in Islamic societies. 

Both cultures reacted in much the same 
way. For men: a wife (up to four, for Mus- 
lims), mistresses, slaves and prostitutes. For 
women: virginity till marriage, chastity after. 
Hence many German cities, until the Refor- 
mation, had a licensed brothel, in theory for 
unmarried men only, to keep the city’s 
chaste wives chaste. The new Lutheran lead- 
ers closed Augsburg’s council-run brothel in 
1532, and then began a blitz on sexual moral- 
ity—in which, guess what, women were the 
targets, being quizzed about their sexual his- 
tory and punished harder than men. 

And the virtuous wife? Christians and 
Muslims agreed on her duty. “Absolute obe- 
dience to her husband”, wrote al-Ghazali, a 
Sufi sage, 900 years ago; love, patience and 
obedience, wrote an elderly (and truly ten- 
der) Parisian to his new 15-year-old wife 300 
years later. And to what end? The two men 
agree. “Marriage frees the man from looking 
after the home...cooking, sweeping, clean- 
ing pans,” to work, study and attend to reli- 
gion, writes the Muslim. And the Parisian: 
“Outside affairs are men’s business,’ so 
when the husband gets home, let him have 


hisshoes taken off before a warm fire, feet washed, 
fresh stockings...good food and drink...white 
sheets...and privities about which Iam silent. 


Not to add looking after the children. What 
man ever disagreed? How many, now, ask if 
their wife has nothing deeper to think of? 


An inferior species? 
Why? Because to both sexes it seemed natu- 
ral. Medieval men did not expect women to 
think much at all. “Deceit, weeping and 
spinning” were their traditional skills, in 
Chaucer’s England, “children, kitchen and 
church” the later German notion of their 
business. After all, if God had meant Eve to 
be Adam’s equal, He’d have made her from 
our first father’s head, not a rib, would He 
not? (To which Peter Lombard, a 12th-cen- 
tury theologian, replied that He didn’t make 
her from Adam’s foot, as a slave, either.) 
Boccaccio has even one of the bright, 
well-bom young women recounting his 
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“Decameron” tell the others that “men are 
women’s head—we can’t get much done ex- 
cept under their direction.” John Colville, 
Churchill’s private secretary, 600 years later 
told his diary that “it is a waste of time to talk 
to most women on serious subjects. Sex, the 
Arts and the Abstract seem to me the only 
topics.” It was nonsense (as other entries 
show he knew); he could have looked back 
to Elizabeth 1, and before he published his 
thoughts Britain had a woman prime minis- 
ter. Yet even Elizabeth proclaimed her own 
“heart and stomach of a king”; and Margaret 
Thatcher was famously “the only man 
in the cabinet”. Old habits of thought 
and vocabulary die hard. 

And with bad reason. These 
were not just habits. Reality and 
prejudice for centuries fed each 
other. Just as criminalising pro- 
stitution created criminals, so 
laws based on the notion that 
women could not handle 
money ensured that many did 
not: until the 19th century in Eng- 
land (the rest of Europe was 
slightly wiser) a wife’s property 
was in law her husband's. Wom- 
en headed households: 15% of 
those in 1420s Florence, and 
early death long ensured the 
like elsewhere. A few—wid- 
ows, often—were rich in their 
own right; England had some notable 
peeresses like this. Women did farm work, 
though their men owned or rented the land. 
Wives ran shops, or helped husbands in 
business, famously to run inns. When Augs- 
burg’s council shut its brothel, many enter- 
prising women set upalternatives. But at any 
level of society these were a small minority. 

That was notably so in education. Until 
1500, this mostly meant the church; which, 
very largely, meant for men. There were edu- 
cated, indeed learned, nuns, such as Heloise 
or Hildegard of Bingen. A French book of 
hours from the 1540s shows a woman teach- 
ing three men toread. Buteven when schools 
spread, they were not for girls. Henry VI set 
one upat Eton in 1441 for “70 poor schollers”. 
All were boys (as are the 1,200 rich Etonians 
today). Education was rare: why waste it on 
girls?—an attitude that much of Britain’s elite 
stuck to for the next 450 years. Women could 
not think (by male standards, on male top- 
ics), any man knew that. At times he was 
right: they had not been given the raw mate- 
rials or mechanisms to think with. 


Escaping the spiral 

Yet women have escaped this spiral of de- 
privation. Not that equality is near, even in 
the West, let alone in those Islamic states 
which—ie, whose men—have decided to put 
women back into the chador or burqa 
whether they like it (as some do) or not. In 
American academe, feminist discourse 
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reaches for ever-higher heights of obscurity; 
down in the real world, where people merely 
talk, many young Americans are offered the 
slap-up-ma-bitch model of inter-sex rela- 
tions (and the wham-bam-thank-you-mam 
notion of sex). Yet real change has happened. 
Women can choose for themselves as never 
before. How was it done? 

Painfully, and recently; thanks to better 
hygiene, medicine, contraception and—very 
recently—electronics; to the Enlightenment, 
the Victorian conscience, education and, 
yes, feminist discourse and action. 

Men helped little, till they were shout- 
ed at or shocked. Less natural absentees 
from that list are the vote and the industri- 
al revolution. The vote’s absence is easily 

explained: though macho but egalitar- 
ian New Zealand led the way in 1893, 

y few countries let women vote 
till after the first world war. 
The United States, having in 
1776 declared all men creat- 
ed equal, did not include 
women (as 1840s femi- 
nists lamented) until 1920; 
France, proponent in 1789 
of equality and fraternity, 
forgot both till 1944. Nor, 
when won, did the vote do 
much: women’s issues have 
pw barely figured in any nation- 

al election anywhere. 

Yet surely the brute power of economics, 
sucking women into 19th-century labour 
forces, must have played its part? That is of- 
ten said, but it is disputable. Women indeed 
found new roles, and often alongside men: 
underground, pulling coal-tubs, for instance, 
by a chain between their legs (“its harder 
when we're in the family way,” one told a 
British inquiry). And women were active in 
Britain’s embryo trade unions and radical 
politics in the 1820s-1840s. Yet they mostly 
then dropped out, and what had it got them? 

The vote? No, and not even male radicals 
felt sure they should have it. Jobs and wages, 
yes, but what jobs and wages? Mainly un- 
skilled work (women did not get apprentice- 
ships) in textile mills, say, or in back-street 
sweatshops, or as outworkers; and nearly al- 
ways at low wages. It was widely assumed 
that men were supporting a household, 
women merely adding to its income, so men 
should be paid more; and men had no inter- 
estin upsetting this (often false) belief. Wom- 
en would in fact work for less, so less they 
got: in one 1840s London parish, on average, 
45% of a male labourer’s pay for single wom- 
en, 65% for widows with children. 

This was an old tradition. Women on 
isth-century French farms were paid half 
what men were. And it lasted. In the 1960s— 
yes, 1960s—even in clerical work women in 
Europe got only 60-70% of male earnings. 
Only recently has that figure risen, thanks 
partly to law, but more to automation and 





electronics, which have devalued brawn in 
favour of brains, or at least agile fingers. 

The biggest change came, a bit sooner, 
from elsewhere: better health. Until about 
1900, death in childbed was a real risk for a 
woman—even rich ones, in rich countries— 
and the death of some of her children a near- 
certainty. When that ceased to be so, repeat- 
ed child-bearing was no longer necessary. 
And it could be prevented. Both marriage 
and sex took a new form. So did women’s 
idea of themselves, their roles and their pos- 
sibilities. Add “the pill” and you have one of 
the great liberations of history. 

Yet not all was a side-effect of progress. 
Women had to fight, often stridently, at 
times dismaying other women and always 
irritating men. Take Britain as a case. Today's 
men jeer at “feminazis”; civilised Horace 
Walpole thought Mary Wollstonecraft “a hy- 
ena in petticoats”. She died of puerperal fe- 
ver, having given birth to the future Mary 
Shelley; her 1792 “Vindication of the Rights of 
Women” is one of the great (if hard-to-read) 
texts of women’s fight for equal rights. 

She reflected the Enlightenment. Yet the 
fight’s gradual success in Britain owed more 
to the nonconformist conscience, which also 
formed her. Victorian Britain did not go 
much for theory. But it was strong in prag- 
matic investigation; and—slowly—ready to 
put right what it found. Just as the horrors of 
industry in time led to legislation against 
them, the irrefutable facts of sex inequality 
led, belatedly, to laws on divorce and mar- 
ried women’s property. At the time, these 
mainly benefited middle-class women; they 
later spread their benefits to all. 

The story was much the same in schools 
and then universities. Donnish silliness at 
Oxford and Cambridge could not for ever re- 
sist the plain evidence that women should 
be let in. Women’s colleges were set up (by 
women) and their undergraduates allowed 
into lectures, though not, for decades, to get 
degrees. In 1890, the Cambridge class list was 
headed (rather, would have been) by a 
daughter of Millicent Fawcett, a votes-for- 
women activist, who had set up her college 
19 years before. The male students cheered 
young Miss Fawcett to the 
rooftops. The door was 
open for Britain's women. 

Just open. Though 
some could already vote 
in municipal elections, 
only in 1918 did women 
(of 30-plus; younger 
ones had to wait till 1928) 
win the parliamentary 
franchise. And in 1999, only 
a third of Britain’s doctors 
were women, a quarter of 
its barristers, and sev- 
en of its top 200 
managing directors. 
——— es e) 
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Humanity on the move 


Our ancestors stayed put. We scurry around—but not for fun 


FEW centuries before our millennium 
began, the last remaining sizeable bit of 
uninhabited land fit to live in received its 
first humans. It had taken perhaps 200,000 
years for the race to spread from East Africa 
to what is now New Zealand. Not so long; 
say, 10,000 generations. 
The journey might have taken longer, 
had not the land masses been conveniently 
arranged so that nearly all of it could be 
made on foot. Push north out of Africa, and 
humanity could turn left for Europe or right 
for Asia. From the extremity of Asia it was 
not too hard to get to North America, which 
happily was joined to South America. Even 
Australia was accessible via the stepping 
stones of South-East Asia and some short sea 
voyages, though it was Polynesian islanders 
who made the long one to New Zealand. 
Why? It is tempting to answer: insatiable 
uriosity. Humanity could hardly wait to get 
sut of its African birthplace, one might ar- 
ue. What a wonderful lot we are. But simple 
uriosity is, by itself, a fairly feeble motive for 
eaving a secure and familiar place. 

There is a painting entitled “The Boy- 
ood of Raleigh”, which shows an aged sea- 
1an yarning to young boys and pointing to- 
vards the horizon. It was painted by John 
Mlillais, and for Victorians like him it ex- 
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pressed the call of the great beyond, adven- 
ture for its own sake. But Walter Raleigh, who 
travelled as much as any man of his Elizabe- 
than day, was happy to return to England, 
even to face execution. Victorian sentiment 
persists to this day in daft sagas about space 
exploration, perhaps the least desirable form 
of travel ever conceived. But the real motives 
for the spread of humanity have been chief- 
ly fear, the hope of reward, or a bit of both. 

And, once moved, most of the species 
stayed put, groups and individuals alike. The 
man of 999 would be astounded by his de- 
scendants’ mobility today. For most of the 
millennium, armies, traders, pilgrims and 
nomadic herdsmen moved, and others did 
not. Its great mass movements—those of the 
slave trade, the 19th-century migration to 
America, the flight of 9m Germans from 
eastern Europe in 1945-46—were very largely 
involuntary. Except in towns, the individual 
household was tied by its crops, or its lord's 
decision; even short-term movement was 
limited by bad roads and transport. 

Not that the distances travelled on busi- 
ness were always short. Around 1300, the 
shepherds of Montaillou, the French village 
studied by Emmanuel Le Roy Ladurie, twice 
a year crossed the Pyrenees with their flocks 
on the transhumance, the move to winter or 


summer pasture, just as shepherds in some 
countries do today. The women sold their 
eggs in the market town nearly 20 kilometres 
(12 miles) away. In the 1480s, Thomas Betson, 
an English wool-merchant in Calais, often 
sailed across the Channel to buy 130km west 
of London, or rode nearly 200km to sell in 
Antwerp. And this was nothing: Lombard 
merchants, he lamented, instead of com- 
ing—far enough, surely—to buy in Calais, 
would go direct to his suppliers in England. 
As another critic of this unfair trade putit, 

In Cotteswolde also they ryde aboute. 
Other traders, in Asia notably, as is true to- 
day, travelled far wider than that. 

Yet these were the odd men out. It took 
the industrial revolution to make everyday 
mobility possible: on better roads, by train 
and steamship, today by car, bus—the real 
people-mover of the third world—and air- 
liner. The wealth brought by the revolution 
made it affordable. So today hundreds of 
millions commute 10, 20, 50 kilometres daily 
to work, while among rich countries’ citizens 
hundreds of millions each year travel to take 
their vacations hundreds or thousands of ki- 
lometres from home. 

They do it at speed. The Pilgrim Fathers, 
who sailed from England to America in 1620, 
took 66 days. That time had been halved by 
the 1830s, and the “Great Western” steam- 
ship in 1838 halved it again to 15 days. By 1939 
the fastest liner took less than five. The fast- 
est mail coach in 1800 took four days for the 
600km from London to Edinburgh; by 1910 
the luxury Orient Express train took 2'2 for 
the 3100km from Paris to Constantinople. 
Each one of these speeds would have 
amazed people a century earlier; to today’s 
air traveller they are all snail-slow. 

True, the pace of advance has been un- 
even: at the start of the 1970s, the fastest jour- 
ney by train and boat from London to Paris 
took only six minutes less than in 1913. But 
the essence is unaltered: the concept of mo- 
bility, strange to most of his forefathers, is a 
familiar, unremarked reality to modern 
man. In a world of 6 billion people, the air- 
lines linked in raTa sell some 15 billion tick- 
ets each year; to1 billion Indians, Indian Rail- 
ways sells about 4.5 billion tickets. 

Yet we are homebodies still. Physical 
movement is easy, and, for the developed 
world, relatively cheap. Communications— 
the 19th-century growth of reliable postal 
services, then the telegraph, then telephones 
and now e-mail—have lessened the main 
disadvantage of short-term movement, the 
sad inability of bodies to be in two places at 
once, and have eased the pain of long-term 
migration. But now as ever the human race 
(unlike some birds) does not move for the 
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sake of moving. We need a very solid motive. 
And, usually, money. Many millions of Hin- 
dus make pilgrimages within India each 
year, millions of Muslims make the haj to 
Mecca; but hundreds of millions of both 
faiths choose or have to stay at home. 


The lure of the west 


For much of the millennium, the main such 
motive was fear, fuelled often by the intoler- 
ance of religion. As late as 1947, it was that 
sort of fear which drove maybe 14m people 
across the Indo-Pakistani borders. Four 
centuries before, seven wars between 
Catholics and Protestant Huguenots, 
fought with fanatical cruelty on both 
sides, had racked France. In the end, 
the defeated Huguenots fled in their 
thousands, to Protestant countries in 
Europe or over to North America, to 
France’s economic loss and the gain of 
the host lands, particularly America. 

The great appeal of America for the 
persecuted was that, though it had its na- 
tive peoples, there was plenty of room still 
for newcomers. And it was quite easily ac- 
cessible. With today’s easy land and air tra- 
vel, we forget that the sea—and, still more so, 
navigable rivers—was for a few centuries of 
this millennium an easier (though seldom 
easy) route to take, for some journeys, than 
the land. Coal, for instance, long came to 
London from north-east England by boat; it 
was even called sea-coal. 

And by around 1600 even the Atlantic 
had lost some of its terrors. Leif Ericsson, 
after all, around 1000, had crossed it, proba- 
bly from Norway by way of Greenland. His 
settlement did not flourish. But by the time 
the Huguenots came ashore in large num- 
bers, America was being settled on a fairly 
regular basis. Ships greatly superior to Erics- 
son’s could now ply the Atlantic reasonably 
sure of getting their passengers across, and in 
decent shape. The first permanent English 
settlement, Jamestown, in Virginia, was 13 
years old by the time the Pilgrim Fathers 
reached Massachusetts. 

Though Europe’s tensions of religion 
eased, its Jews were still fleeing across the At- 
lantic in the 19th and 2oth centuries. The 
19th-century German Pietists went hoping to 
spread their version of gospel truth. Political 
dissidents fled what they considered an in- 
creasingly reactionary Europe. But the great 
migrations to the United States and Canada 
that raised their joint population from 6m in 
1800 to 91m in 1910 were driven not by poli- 
tics or religion, but economics. 

The motive was both pull and push: a 
better life across the sea, but also, often, a 
worsened one at home—as for the victims of 
the 1840s potato blight in Ireland (and other 
places, like the lower Rhine area). Yet few 
went happily. Families would wait for a 
year, then another, if they could, hoping the 
next would be better. Only when it wasn't 
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did they decide, reluctantly, to move. 
Where? A British economist, Edward 
Ravenstein, noted in “The Laws of Migra- 
tion”, published in 1885, that migrants pre- 
ferred to move only short distances from 
their homes. Some Victorians may have seen 
romance in the wild blue yonder, but most 











“The last of England” 


people are not romantics in that sense. If you 
did not move too far away, why, you might 
be able to return when things got better; like 
1999's Kosovan refugees, who mostly reject- 
ed offers to whisk them to distant lands, and 
rushed home as soon as they dared. 

The great movement of millions across 
the Atlantic was in part a tribal migration. 
Whole communities in Europe pulled up 
their roots, to replant them thousands of 
miles away. But individual families and peo- 
ple moved too. Even Britain, birthplace of 
the industrial revolution, was shedding its 
people at the rate of 250,000 a year in the 
1850s. Yet Britain was rich and getting richer. 
Why notstay and get rich too? 

One reason for going was official encour- 
agement. The population was multiplying, 
and the government took seriously the 
warnings of Thomas Malthus, 60 years be- 
fore, that population grows faster than the 
means of subsistence. Moving from crowd- 
ed Britain to largely empty North America, 
and at the same time taking British values, 
was seen as an act of patriotism. Emigrés 
sang a popular song of the time: 

Brave men are we, and be it understood, 

we left our country for our country’s good. 
Europeans, mostly southern ones, went to 
South America too, though less fast. Popula- 
tion there grew from 23m in 1800 to 63m in 
1900, and big shifts—of Italians to Argentina, 
for instance—went on well into this century. 

The great days of mass tribal migrations 
are over. The European takeover of the 
Americas was the biggest. The slave trade 
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took 3.3m West Africans to the Caribbea 
3.7m to Brazil; Arab traders took uncounte 
millions north from Central and East Afric 
The import of Indian labour that has left i 
mark in Sri Lanka, Fiji, Malaysia, South Afi 
ca, even Guyana, has stopped. The resul 
have not been happy for the recipients, suc 
as the Amerindians or Australia’s aborigine 
ravaged by, initially, the arrival of a me 
150,000 British convicts between 1788 ar 
1867. But the process—less visibly, in the 
days of mass short-term travel—goes on. 
Those who have moved seldom ru: 
to do it again. The Mongol horsem: 
whocaptured much of Asia mostly sı 
tled, took wives and raised famili 
Few black Americans have “returne: 
to Liberia; even Jewish Americar 
deeply committed to Israel, seldo 
make aliya there. But there are alwa 
others ready to move somewhere. 
Millions of “guest workers” ha 
moved since 1950 to Europe, from Tt 
key, from the Arab Maghreb, some ev: 
from Vietnam. Brown and black citizens 
itsex-empire have moved to Britain. Unev: 
prosperity within Europe has brought gen 
flows from the south to the richer north. 

And though governments have becor 
selective, no barrier has been found that c: 
keep determined people out. With sor 
money, passage can be speeded by the gro: 
ing band of experts in getting round borc 
controls, faking passports, finding countri 
reluctant to turn supposed asylum-seeke 
away, or plain people-smuggling. For all 
controls, the United States takes in some 1 
legal settlers a year. But hundreds of the 
sands more slip in illegally. Its Pacific islai 
of Guam is currently under assault fre 
thousands of Chinese paying $20,000 or so 
be shipped there illegally. 

Economic disparities that encoura 
movement are likely to increase. Accordi 
to the World Bank, average incomes in t 
richest countries were 11 times those in t 
poorest in 1870, 39 times in 1960, and 52 tim 
in 1985. Life in many countries is nasty, bri 
ish and liable to be abruptly shortened. T 
world today has some 14m-18m refugees 
crude word that lumps together those w 
have fled for their lives and others sim 
seeking a better one; or, often, both. 


And those whostay at home 

Within our millennium, humanity’s nt 
mobility has made a new world; above all 
the Americas and Australasia, but not thi 
alone. And not new just in its peoples. Shi 
took European smallpox to the Americ 
and brought back “Indian corn’—maize 
and, by 1600, the Andean potato. Hung 
railway-builders emptied the Americ 
plains of bison. Australia is over-run 
once-British rabbits, New Zealand by ¢ 
Australian opossums, and both countr 
prosper on ex-European sheep. Countk 
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habits have spread the same way. The 
world’s tea plantations spring mostly from 
British experiments in north-eastern India in 
the 18308; but leaf from China had taught Eu- 
rope to drink the stuff 250 years before. And 
the West, of course, has carried its inven- 
tions, its alphabet, its languages, its religion, 


its clothes, its ways of life worldwide. 
Yet for all our new ability to move, all the 


incentives to migrate, most people do little of 


either. Mexico is the world’s major country 
of emigration; yet in the past 50 years over 
90% of Mexicans have stayed put. Only a 
fraction of the billions in China and India 


have ever strayed far from their home village 
or town. Rich people move more; yet not one 
Briton in two has taken a holiday abroad. 
John Howard Payne was a minor 19th-cen- 
tury American dramatist, but he wrote a uni- 
versal truth: “There's no place like home.” 
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Paradise. The Bible describes Eden as an 
earthly heaven with four rivers flowing 
from it. Surely it, and they, could be found? 
England’s Hereford Mappa Mundi, drawn 


-in about 1300, put Eden as far east from 


Britain as one could go. Others put it in East 


Africa or Asia, moving it on as Europeans _ 


ent there and found no sign of it. Onl 


s ago, Europe’s knowledge of the 
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For well over 100 years, Americans have looked with suspicion on the latest 
arrivals. Yet somehow they have all found their place 


N NOVEMBER 19th 1954, the United 
States’ immigrant-processing centre on 
Ellis Island closed its doors. The last detainee, 
Ame Peterson, a sailor who had overstayed 
his shore leave, was allowed ashore. He left 
behind a warren of rooms, their paint al- 
ready peeling and some of the windows bro- 
ken, where lines of nervous and excited peo- 
ple had passed through towards new lives, 
Between its opening in 1892 and 1954, 
17m came this way, ancestors of (or part of) 
some 100m of today’s Americans. Customs 
men poked in their bundles and prised open 
their cardboard suitcases; officials pinned 
numbers on their jackets; doctors peered 
into their mouths. Once certified disease- 
free and not feeble-minded, they were al- 
lowed across the harbour into New York. 
For centuries, people had come to Amer- 
ica as they chose. From the Pilgrim Fathers 
on, it was a safety valve for Europe’s free- 
thinkers, discredited politicians and way- 
ward second sons. They were not inspected, 
and the land’s abundant space ensured that 
they were seldom resented, except by its dis- 
possessed native peoples, But these did not 
count, any more than the 400,000 Africans 
shipped in (one in eight after the trade was 
banned in 1807) not as immigrants but chat- 
tels. America, though rapidly developing its 
own brash confidence and culture, was es- 
sentially Europe offshore: English-speaking, 
Christian, its ideals inspired by a mixture of 
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French radicalism and Greco-Roman gravi- 
tas, and financed by hard work and slavery. 
Until the late 19th century, the govern- 
ment actively sought out Europeans—solid 
farming types, potential citizens all—to settle 
the empty prairie. Germans, Swedes and 
Norwegians came, providing a dogged layer 
of enterprise that still underpins the image of 


states such as Minnesota and Nebraska. 
America’s mission was not to be a mosaic of 
immigrant groups. It was to people the wil- 
demess with industrious white Protestants, 
as God no doubt had intended. 

Yet mass immigration, sparked by fam- 
ine among the (mainly Catholic) Irish, had 
already begun in the late 1840s. It doubled to 
500,000 a year in the 1880s. As the crowds 
swelled, their skin colour grew subtly darker. 
An uneasy government set up centres to pro- 
cess them. Most Chinese had been barred in 
1882. A law of 1891 in theory shut out anyone 
with a “loathsome” disease or “likely to be- 
come a public charge”. It had no great effect, 
and during 1901-14 the newcomers totalled 
nearly 1m a year. War in Europe, first, and 
subsequently new controls were to curb the 
flow. But by then the good was done. Legions 
of Italians, Irish, Poles, Jews from all over, 
were in place, relying for work and shelter 
not on the public purse but on support 
groups of earlier arrivals from their home 
country, region or town. From the 1890s they 
transformed America’s northern cities, and 
manned its economy, booming anew after 
that decade’s depression. 

Many native-born citizens thought them 
dangerous, crowded together in ghettoes, 
clinging to their exotic religions—even, for a 
time, languages—and carrying the whiff of 
socialism. A century later, their descendants, 
living now in detached houses in tree-dotted 
suburbs, filled all branches of government 
and dominated the country’s culture, a cul- 
ture known worldwide as “American”. 

Yet that was in the future. In 1917 rising 





DZ EPUTEDLY, it was the greatest real-es- 


_ Peter Minuit, director-general of New 
_ Netherland, the Dutch West India Com- 
pany's colony in North America, in 1626 
_ bought Manhattan for a load of trinkets 
and other 
_ today’srate. 


If in fact he 















AN tare deal, or steal, of the millennium: _ to use the 


goods worth 60 guilders, $28 at _ 


















47 














UNITED STATES 


nativist anger demanded a (feeble) literacy 
test for immigrants, and in 1921 monthly 
quotas based on national origin. Though 
only 2% of would-be entrants failed the in- 
spection at Ellis Island, the days of the open 
door were over. Today, America still selects 
by national quota (the once loathed south- 
ern Europeans and Jews now being prized), 
and increasingly by talent, no matter where 
from. Ideological purity too is demanded. In 
the 1930s, America was still a beacon, as three 
centuries before, for those whose ideas were 
unacceptable at home (though far from 
open-doored to Nazi Germany’s Jews). But 
after 1945 Ellis Island was packed with de- 
tained “communists” and “fascists”, and in 
the 1980s victims of right-wing regimes were 
deliberately given low priority for entry. 
Now, as war sends pitiful masses of human- 
ity in its direction, America is no more in- 
stinctively welcoming than any other place. 

It has become more crowded, of course; 
though crowding is relative, and few new- 
comers from Europe or Indochina would 
notice. More important, since the 1970s the 
notion of immigrants as a potential public 
charge—poorer, with less to offer, unready 
to assimilate—has become routine. 

Superficially, with some reason. In the 
past three decades, Indochinese boat peo- 
ple, Cuban raft people and penniless Mexi- 
can wetbacks have poured in. Compared 
with the orderly queues of Ellis Island, their 
arrival seems chaotic. Yet their purpose is the 
same: a better life. A few years later, studies 
find them following the normal immigrant 
path: becoming citizens, opening small busi- 
nesses, owning homes and breeding chil- 
dren whose first language and values are 
those of the country round them. 

The south and west have seen recently 
what looks like a reconquista by Spanish- 
speakers, legal and illegal; employers eager 
for meat-packers, strawberry-pickers or 
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dish-washers do not always care much 
about papers. What might be called a taco 
belt now stretches from San Francisco to 
Houston, and over to Florida. Much of this 
region was settled by Spanish missionaries 
and soldiers long before the English arrived 
in the north. So fair enough, one could say, to 
the new salsa music and Spanish arm ma- 
chines. Yet Anglo politicians fret at 
bold extrapolations that by 2050 Lat- 
inos will be the biggest group in both 
California and Texas. They envisage 
America’s sense of itself, that prima- 
cy of flag and constitution and Puri- 
tan mission, slowly slipping away. 
They should not worry. What is 
coming to birth is a mixture, part- 
Anglo, part-Spanish, where people 
intermarry and languages blend, 
just as German and English blended 
in the mid-west long ago (that too 
considered, at the time, just as perni- 
cious to waspness). This will be a dif- 
ferent America, one whose colours 
and tongues have shifted, but no less 
America for that: a place still brim- 
ming with liberty and opportunity 
that any sailor worth his salt would, 
like Arne Peterson, contrive to over- 
stay his shore-leave for. 
eased s 








The frontier 


Heading west 





N ARMY captain and personal secretar 
to President Thomas Jefferson, Mer 
wether Lewis straddled a silvery brook a foc 
or so wide., It was the source of the Missour 
No white American had ventured this fa 
Weak with dysentery, Lewis climbed to th 
brow of a hill. This, he knew, was the cont 
nental divide, whence the rivers ran west. H 
would see the Pacific. In fact, he saw a wall c 
massive snowy mountains, beyond ther 
another wall, then another. A lesser ma 
would have given up. Lewis, in his own sto 
cal words, “proceeded on”. 

That very day in Monticello, Virgini: 
Jefferson took delivery of the findings Lew 
is’s expedition had sent back from its winte 
camp: charts and journals, seeds, animé 
droppings, reports on Indian peoples, a liv 
prairie dog. Jefferson took the Indian con 
and planted it in his garden, hung the el 
antlers in his hallway, and laid the expedi 
tion’s painstakingly drawn maps on th 
floor to pore over. He had reason to be excit 
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ed: the idea of the expedition had 
been his. 

Jefferson had picked Lewis 
and William Clark, another Ken- 
tucky frontiersman, to command 
the expedition jointly. Its mission: 

to explore the Missouri river, and such 
principal stream of it, as, by its course 
and communication with the Pacific 
ocean...may offer the most direct and 
practicable water communication 
across this continent for the purposes 
of commerce. 


Jefferson believed that who- 
ever controlled a river route to the 
Pacific would control North Amer- 
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accumulate land, then establish 
sovereignty, and the settling would 
take care of itself, he reckoned. 

The Lewis and Clark expedi- 
tion melded itself through hard- 
ship into a unit. When it voted on 
important matters, York, a slave, 
and Sacagewa, an Indian woman 
guide, had an equal voice. For 
maps it relied on sketches 
| scratched out by Indians for it in 
| the dirt or on animal hides. The 
| Spanish launched twoexpeditions 
| 


ington 








to intercept and if necessary kill 
“Captain Merry”. They never 
came near him. The expedition 





ica. So did others. In 1793 a compa- 
ny had been set up in Mexico city offering a 
prize to any Spanish subject who reached 
the Pacific by way of the Missouri. The same 
year Alexander Mackenzie, a Scot, had 
crossed the continent. 

Jefferson had set about organising the 
expedition with scientific rigour. It must also 
add to the knowledge of the west. That was 
limited. Many, for example, expected the ex- 
plorers to encounter a tribe of Welsh-speak- 
ing Indians descended from Madoc, a Welsh 
prince who supposedly had fled to America 
in 1170 with several thousand followers. 
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The river route no more existed than did 
the apMadoc Indians. Yet the expedition was 
to change Americans’ concept of their coun- 
try. On Independence Day 1803, a little be- 
fore they set out, Jefferson announced the 
purchase of the Louisiana Territory from 
France. The vast expanse of uncharted land 
cost $15m, double the federal budget. Many, 
especially in New England, thought the deal 
absurd. “We are to give money, of which we 
have too little,” wrote a Boston newspaper, 
“for land, of which we already have too 
much.” Jefferson had no such qualms. First 
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reached the west coast with only 
one death. The Spanish failure and Britain’s 
half-heartedness in asserting its claim (aban- 
doned in 1846) to “the Oregon Country” was 
to assure the United States of control of all 
the land the expedition passed over. 

The Indians struggled to conceive the ex- 
plorers’ purpose. Were they on a vision 
quest? In a sense. But instead of shamans, 
they had sextants and compasses, quills and 
prayer books. The destiny they were chart- 
ing was not their own but that of America. 

White America. The Corps of Discovery, 
as the expedition styled itself, arrived half- 
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UNITED STATES 





dead in Indian villages. It was cared for. Its 
Indian hosts were offered “the hand of unal- 
terable friendship”; what they got was ruin. 
By 1900 whole nations had died of smallpox, 
and those that were left had been cheated or 
hunted off their ancestral lands. 

The speed with which the west was set- 
tled would have amazed Jefferson. He be- 
lieved it would take 100 generations. The 
rough canoes of Lewis and Clark gave way to 
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prairie wagons, trains, then cars and planes. 
All at a cost, not only to the Indians. The buf- 
falo were wiped out, wolves and bears were 
driven north. The earth was strip-mined and 
polluted. The billowing grasslands became a 
sea of chemically enhanced wheat and 
maize. Fast-flowing rivers were dammed list- 
less. And today’s United States was born: no 
longer a nervous ex-colonial fringe along the 
Atlantic seaboard, but a continental power. 











Black Americans 


He had a dream 


Te Reverend Martin Luther King did not 
die in vain when he was shot dead by a 
sniper at a motel in Memphis, Tennessee, in 
1968. Yet at the time many thought he had. 

In American blacks’ struggle for rights 
and dignity, he was the great advocate of 
non-violence. Yet the murder provoked 
mobs to riot, burn, loot and kill across the 
land. The civil-rights movement had suf- 
fered a grave double blow: not just the death 
of its leader, but the reaction to it. Almost ev- 
erybody agreed on that. 

Almost everybody was wrong. King 
proved to be worth even more to his cause 
dead than alive. His influence had been on 
the wane since it peaked with his famous 
“I have a dream” speech to 200,000 demon- 
strators in Washington five years earlier, 
when he called, in the mesmerising cadences 
of a southern preacher, for his country 

to live out the true meaning of its creed: We hold 
these truths to be self-evident, that all men are 
created equal. 
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Yet since then King and his wing of the 
civil-rights movement, the Southern Chris- 
tian Leadership Conference, had lost influ- 
ence everywhere except in the old South. 

Southern blacks remained thankful for 
the gains that he and other activists, mostly 
committed Christians, had won for them. 
And those gains were big. Though slavery 
ended in 1865, 80 years later blacks in the 
South still could not use the same water 
fountains, public (or petrol-station) lavato- 
ries, restaurants or hotels, as whites. Nor at- 
tend the same schools. Even buses, churches, 
beaches, playgrounds and—nationwide— 
baseball and the army were segregated. Yet 
by the mid-1960s these barriers were going or 
gone, and Congress was being strong-armed 
by President Lyndon Johnson to pass the 
landmark Voting Rights Act of 196s. 

Blacks elsewhere, especially in the inner 
cities, were less impressed. Many were the 
children of migrants from the South. But 
they had not themselves met such overt dis- 


Uncle Tom 


T CLARE has bought a new slave. 

Carelessly putting the tip of his finger un- 

der Tom’s chin, he said good-humouredly, 
“Look up, Tom, and see how you like your 
new master.” Tom looked up. It was not in 
nature to look into that gay, young, hand- 
some face, without a feeling of pleasure; and 
Tom felt the tears start in his eyes as he said 
heartily, “God bless you, Mas'r.” 

Poor Uncle Tom. After a lifetime of 
faithful service, to sundry earthly mas- 
ters, but also to one above, and, yes, to 
his race, he is dispatched by his creator, 
Harriet Beecher Stowe, cruelly beaten, 
to a better world. And today sees his 
name used as a sneering synonym for 
the n-word-without-attitude toadying 
to whitey, and Mrs Stowe derided as 
that worst sort of white, the liberal sort. 

And what nonsense that is. In its 
day—the 1850s—“Uncle Tom’s Cabin”, 
deeply felt, was a deeply moving and 
hugely influential statement. And a 
well-aimed one, hitting not just at 
southern slave-owners, cruel, careless 
or kind, but at the northerners who 
practised or tolerated slavery at one re- 
move. For all her comic or subservient 
blacks, Mrs Stowe did not disrespect 
them. She did what she could against 
evil in the context of her time; which is 
more than most of us can say. Her only 
crime, a common one, was not to have 
the attitudes of 125 years later. 

And Uncle Tom? The passage cited 
here symbolises the world’s view of 
him. Read the book, not just a few lines 
of it, and you will see something else: a 
black man—in Tom’s context—of assur- 
ance, strength and dignity; the sort of 
man whom, albeit differently, leaders 
from W.E.B. Du Bois to Louis Farrakhan 
have hoped to create. His name de- 
serves honour, not misuse. 





crimination. They were more aggrieved < 
being stuck in slum housing and low-paic 
low-status jobs. Their political conscious 
ness and expectations raised by the civil 
rights struggle, they provided a ready audi 
ence for the sort of radicals who scorne: 
King’s “Uncle Tomism”: firebrands lik 
Stokely Carmichael, populariser of “blac! 
power”, or the Black Panthers’ Bobby Seale. 

King’s murder did not rout the radicals 
but it gave moderates a martyr far more in 
spiring than Malcolm X, the black separat 
ists’ alternative. King’s vision of an integratec 
America, “the beautiful symphony of broth 
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erhood”, encompassed white, black and 
(which means most American blacks) all 
shades in between. His oratory, captured on 
tape, inspires still. As his widow says, his ide- 
als are now “mainstream” and “deeply em- 
bedded in the very fabric of America”. 

But they are not uncontroversial. King 
dreamed of a nation where people are 
judged not “by the colour of their skin but 
the content of their character”. Many Ameri- 
can blacks today celebrate their distinctive- 
ness. And not just the followers of Louis Far- 
rakhan, whose Nation of Islam took the 
“million-man march” into Washington in 


1995. At elite colleges, many black students 
prefer to eat at separate tables from whites, 
and make a point of dressing differently and 
talking among themselves in a dialect that 
Californian sociologists call “ebonics”. For 
them, even inter-racial socialising, let alone 
inter-racial dating, is taboo. 

This worries many whites, especially 
those who marched side by side with King’s 
activists. Isn't it just the colour bar revived, 
they ask? No. Segregation enforced is one 
thing, chosen another. But it is no road to the 
integration of King’s dream. Time will show 
whether “equal and separate” is a wiser one. 





The hyperpower 


Kosovo and commerce 


HE cruise missiles were heading for their 

targets, the aircraft smart-bombing from 
the skies. The Apache helicopters were at ad- 
vanced bases, ready to smash what might be 
left of the dictator's weaponry. The us Ma- 
rine Corps was on its way. And then? 

Well, the missiles hit most of their tar- 
gets, many non-military, a neutral embassy 
among them. The smart bombs—when they 
exploded—shattered bridges and buildings, 
quite a lot of Serbs, a few Kosovan Albanians 
and a great deal of farmland. The helicopters 
never went into action, for fear they might 
be shot down. And as the Serb forces, largely 
intact, pulled out, the marines were provid- 
ing a photo-opportunity for the secretary of 
state, while the derided Russian army stole a 
march into Pristina airport. As the millenni- 
um ended, the United States was the greatest 
power in history, the only one whose troops 
and diplomats, traders and bankers, fac- 
tories and film makers, reporters, camera- 
men, currency and computers have domin- 
ated the entire planet (plus, briefly, a little of 
the moon). And of all history’s great powers, 
surely the strangest. 

By 1900 the American economy was al- 

ready, by far, the world leader. By 1910 its 
steel output matched that of Germany, Brit- 
ain and France together. Its motor industry, 
symbol of the 2oth century, was about to 
spread worldwide, as its airliners and elec- 
tronics would later. In Hawaii, then Puerto 
Rico, Cuba and the Philippines, “liberated” 
from Spain in 1898-99, and later in Panama, it 
had begun to carve out what was, in all but 
name, a colonial empire. As Europeans 
rushed into collective suicide in 1914, it wise- 
y saton the sidelines; not until late May 1918, 
after French and British troops had broken 
he back of the last big German assault, did 
American ones go into battle, in any num- 
der, to ensure victory. 
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Neatly in time for the United States to 
pick up the spoils—which it didn’t. 

On the contrary. It helped to set up the 
world’s first global peacekeeping organisa- 
tion, the League of Nations—and then re- 
fused to join it. Its troops, now battle-trained, 
went home—and stayed there. The globe's 
top dog retired to its own backyard as if the 
outside world bit. Not even Japan’s takeover 
of Manchuria in 1931-32 and attack on China 
proper in 1937 could arouse it. It looked cold- 
ly on Hitler’s antics in Europe, yet almost as 
coldly on the refugees fleeing from them. 

When antics became war, it readily sold 
arms to the British, against promises to pay 
later, and its president was ready to go fur- 
ther. Not so his public; less wisely this time, 
maybe, but maybe not. Only after Japan, 
facing an American/British/Dutch fuel em- 
bargo, had hit back with the lunacy of Pearl 


Harbour in December 1941 did the great 
power launch itself, mightily, into war. 

Nearly 300,000 Americans died in battle, 
and this time there was no retreat from the 
burdens of power. The United States led in 
creating the United Nations, and then in run- 
ning it. For 45 years of cold war it marshalled 
and defended the lesser countries of the 
West and itsown new protégés in Asia. It was 
pulled into one vicious but won war in Ko- 
rea;stumbled into one thatit lost in Vietnam; 
and having lost 80,000 of its young on those 
battlefields (plus 14,000 behind them) ended 
the millennium wielding the nuclear mega- 
tons of Armageddon, and scared of any total 
of bodybags that might justly alarm the po- 
lice force of Liechtenstein. 

Stranger still, what did it notend with? A 
territorial empire. For all its hegemony of the 
West, and then the world, the United States 
did not build outward from its all-but colo- 
nies. Hawaii and Puerto Rico apart, it retreat- 
ed from them. Even when next-door Cuba 
turned tocommunism, it left Cuban exiles to 
try, and fail, at the Bay of Pigs, to win it back. 
Granted, the United States for a century has 
browbeaten and arm-twisted governments, 
organised coups, fought wars by proxy; yet 
to these charges it could reply like Robert 
Clive, an 18th-century British proconsul ac- 
cused of self-enrichment in India: “By God, I 
stand astonished at my own moderation.” 

Virtuous, maybe; wise, certainly. After 
centuries in which imperial territory and 
commerce went together, the United States 
has found how to enjoy imperial status 
without (mostly) the pain of empire: through 
the power of the purse and the media, free 
trade, trustworthy money and skilled armies 
not of colonial garrisons or officials, but of 
scientists and technicians, executives and 
entrepreneurs. And salesmen. In Fortune’s 
list of the world’s 500 leading companies, 
ranked by turnover, 185 are American. 
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Over there: Americans join the first world war 
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The voice of the victorious Confederate States 


RESIDENT Jefferson Davis is angry. A thin, dyspeptic man 

faultlessly dressed in black broadcloth, he leans over his desk, 
and brushes slavery impatiently aside. “No subject”, he insists, 
“has been more generally misunderstood or more persistently 
misrepresented.” The war of southern independence, which has 
left him president of one of the richest countries in the world, “was 
not the consequence of any difference on the abstract question of 
slavery.” It was merely the southern states’ successful “defence of 
an inherent, inalienable right to withdraw from a union into 
which they had, as sovereign states, voluntarily entered.” The war, 
he claims, “would have manifested itself just as certainly ifslavery 
had existed in all the states.” 

This legalistic interpretation of one of the greatest upheavals of 
the century is characteristic of the man. Austere, rigid and hu- 
mourless, he tends, as one of his crit- 
ics has put it, to “think in abstrac- 
tions and speak in platitudes.” 
Blinded in one eye by persistent neu- 
ralgia, he seems similarly blind to the 
complexities of human behaviour. 
To the president of the Confederate 
States, ideas, not those who hold 
them, are what matter. 

Unlike his great contemporary, 
the late Abraham Lincoln, he seems 
unable to endure criticism or inspire 
loyalty. His vice-president, Alex- 
ander Stephens, privately calls him 
“weak and vacillating, timid, petu- 
lant, peevish and obstinate.” Emaci- 
ated in appearance, but possessed 
(one is told) of iron self-control, he 
seems to prefer winning an argu- 
ment to winning a battle. 

And this is the man grappling 
with the vast and unexpected conse- 
quences of General Robert E. Lee’s 
victory at Gettysburg, seven years 
ago. With its free, white population of nearly 7m, and a still formi- 
dable military force, the South seems well able to look after itself, 
especially given the isolationism growingin its defeated rival tothe 
north. It dominates international trade in cotton, and it is indus- 
trialising fast. Despite the secret flight of thousands of its once 
3!2m-4m black labourers every day, the South’s economy is recov- 
ering rapidly from the war. As Mr Davis puts it with careful pride, 
“manufacturing industry has become more extensive than ever 
before and in many branches more highly developed.” 

But while there is security at home, abroad there seems noth- 
ing but trouble. President Davis tums to the map on the wall be- 
hind him. “The most delicate and difficult of questions”, he says, 
pointing to Mexico, “is the adjustment of a boundary between us. 
Many eyes are fixed upon our minister in Mexico, We know the in- 
fluence which Great Britain exercises there. We should not doubt 
that the prospect of a war between England and the United States, 
would serve to revive the former hopes and renew the ancient en- 
mity of Mexico.” 

He has good reason to fear the growing power of the Mexican 
government. It has been transformed by the Confederate victory. 
Before the war, the influence of Mexico appeared to be in abrupt 
decline. It lost Texas to the then United States in 1845, followed by 
California and the Utah and New Mexico territories three years 
later. But the North’s defeat has changed everything. Though the 





victorious South has been strong enough to hold on to Texas, the 
resurgent Mexicans have been able to retake the rest of their lost 
territory. They have recaptured the more important half. The pos- 
session of California means that Mexico, not the United States, 
now benefits from the discovery of gold there 20 years ago. The 
Mexicans have also recently bought Alaska from the Russians. 

All this is changing the strategic balance of North America. In- 
stead of having one dominant power (the United States), and two 
smaller ones (Canada and Mexico), there are now four emergent 
rivals, more equal—though the North still dominates economic- 
ally—plus an area of uncertain conflict. That area runs from the 
prairies to the Rocky mountains. Lacking the will to assert itself to 
support white settlers, the North has more or less abandoned its 
claims in this area, leaving it to be disputed by tribes of plains Indi- 
ans and their herds of bison. 

Considering how dramatic Mex- 
ico’s recovery has been, it may seem 
understandable that Mr Davis is 
prickly about any British action that 
might help the Confederacy’s south- 
western neighbour. Nevertheless, 
his warning is another example of 
that rigid disputatiousness, that con- 
viction that he is right and everyone 
else wrong, which marks his presi- 
dency. For Britain is his most impor- 
tant European ally. The studied neu- 
trality Britain maintained during the 
war—a policy Mr Davis calls a fake, 
“so shaped as to cause the greatest 
injury to the Confederacy”—is for- 
given, if not forgotten. Now, driven 
by economic self-interest, the cot- 
ton-mill owners of Lancashire have 
persuaded Mr Gladstone to make 
common cause with the plantation 
owners of the deep South. 

One result has been a flood of 
foreign investment from Britain, now the largest economy in the 
world. Another has been the withdrawal of Russian forces and in- 
terest from Central Asia. This region is one of the few places on the 
earth where conditions are right for growing cotton; the tsar dis- 
patched soldiers there in the hope of capitalising on the cotton 
blockade that the North imposed during the war. Southern victory 
has therefore undermined the economic rationale for Russian ex- 
pansion to the south-east. 

A third result is that the North is now sandwiched between a 
British ally, the South, and a British colony, Canada. This is encour- 
aging President Horatio Seymour's defensive isolationism. 

The upshot of that remains to be seen. But if Mr Davis is any- 
thing togo by, all American states are likely to be preoccupied with 
their continental rivalries for the foreseeable future. Asked about 
the recent surrender of the French army and emperor at Sedan to 
the forces of Prussia, the Confederate president says his country 
will not interfere. It will remain neutral in Europe—just as Europe 
remained neutral during America’s civil war. It is, he says, “the du- 
ty of neutral states to recognise with respect any new confedera- 
tion that independent states may think proper to form.” 

In other words, anyone thinking that Americans might one 
day intervene in a European conflict must think again. Mighty the 
new world is, united or even, as now, divided. But do not expect it 
to sally forth to redress the balance of the old. 
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THE FAMILY 


Anti-nuclear reaction 


The western world thinks marriage should spring from love and will lead to 


the nuclear family. Yet even in the West these are pretty recent notions 


{eee past 25 years have seen an unprece- 
dented burst of agonising in western so- 
ciety about the collapse of the family. Esca- 
lating divorce, more births outside wedlock, 
often to teenaged mothers, the rise in one- 
parent families, all have become emblems of 
moral decline. Between 1970 and 1998, the ra- 
tio of divorces to marriages in the 
United States shot up by more 
than half; the rate of out-of-mar- 
riage births more than tripled, to 
about one in three. The trend has 
spread to Europe, first to the more 
socially liberal northern countries, 
later to older-fashioned places 
such as Italy and Greece. The de- 
cline of the traditional western 
family, goes the lament, typifies 
the 2oth-century paradox: materi- 
al prosperity, social disintegration. 

But what if the ideal nuclear 
family of north-western Europe 
and America—father at work, 
mother at home, the pair married 
since their early 20s and for life, 
living only with their joint chil- 
dren—is a modern invention? 
Could it be thatit was really a fleet- 
ing phenomenon, that peaked in 
the 1950s, on the back of post-war 
prosperity, a baby boom and the 
spread of mass culture? If so, the 
gloom begins to look less well- 
founded. Maybe today’s western 
family in all of its many jumbled forms— 
one-parent-headed, second-time-around- 
headed, grandparent-headed, peopled with 
half-siblings or step-siblings, or combina- 
tions thereof—is simply retuming to the 
complex, diverse state in which in fact it 
spent most of the millennium. 


Late marriage, early death 
Measured merely by their duration, mar- 
riages in the mid-2oth century, as Lawrence 
Stone, a British historian, has put it, “were 
more stable than at almost any other time in 
history”. In mid-1950s America, a couple 
sould expect their marriage to last, on aver- 
age, a full 31 years. In 1550-99 in the then vil- 
age of Colyton, in south-west Britain, mar- 
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Daddy, are we really a fleeting phenomenon? 


riages, on average, lasted only 17 years, rising 
to 22 two centuries later; though the married 
gentry could expect a little longer. 

For sure, marriages in pre-industrial 
times did not end, usually, for 2oth-century 
reasons. Most often, the cause was the early 
death of husband or wife. As living stan- 


dards, household and public sanitation and 
health improved, in the later 18th century, 
people lived longer and the average duration 
of marriages began to inch up. 

Yet even so, life in a nuclear family often 
was a brief experience for spouses and chil- 
dren alike. Many widows and widowers 
went on to remarry. One third of all mar- 
riages in Manchester in the 1650s, for exam- 
ple, were second (or even third) marriages 
for at least one partner. So households were 
often filled with all manner of combinations 
of half-and step-siblings—much as they are, 
if for different reasons, today. 

Moreover, in Western Europe, unlike al- 
most anywhere else, the young might wait 
many years before marrying. Between 1600 





and 1850, outside towns, the average bride- 
groom at his first marriage was aged 27 or 28, 
the bride at hers 25 or 26, though rich girls 
tended to marry quite a lot younger. That too 
is not so different from today. So in those 
days of what we would consider early death, 
many people spent a large part of their lives 
single. Indeed, about 13% of French women 
born in 1800, and 19% of Swedish ones born 
in 1850, never married. Nor, in the late 18th 
century, did a fifth to a quarter of upper- 
class English women. The Lady's Magazine 
lamented in 1773 that “the men marry with 
reluctance, sometimes very late, and a great 
many never at all.” So much for the novelty 
of the unhappy 30-something single wom- 
an, celebrated in today’s film and fiction. 
The reasons for late marriage are not 
clear. Among the rich, inheritance 
laws (in England and southern 
France) favouring eldest sons, 
along with the spread of universi- 
ties and professional training, may 
have been responsible. There is ev- 
idence from France, Italy, England 
and, later, America that from the 
16th century the poor too married 
late, but for other reasons: the 
need—in a society where a couple 
would normally set up house on 
their own—to be able to support 
children; to avoid having too ma- 
ny of these; or the young people's 
jobs as servants, who were expect- 
ed to stay single for quite a time. 
Americans, who have sup- 
plied our century with so much of 
its imagery of the ideal marriage, 
were late converts to it. The 19th- 
century American male did not 
rush to the altar: in 1890, he was,on 
average, 26 years old at first mar- 
riage.That figure dipped gently to 
a low of 22.5 years in 1959, as the 
new prosperity, suburbanisation 
and the celebration of the nuclear family 
took effect. Since then, as marriage has 
slipped out of style, the average has inched 
steadily back up to nearly 27. As for staying 
married, European visitors to 19th-century 
America were astonished at the ease, long 
before the heyday of Reno, of divorce. 


All kinds of household 


Late marriage and early death may have cur- 
tailed the life of the fledgling nuclear family 
in north America and north-west Europe. 
But, even in those places, the family was 
found in a variety of forms. Out-of-wedlock 
childbirth, for example, widely blamed for 
current social ills, was more common at cer- 
tain periods in the past than it was for most 
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of the zoth century. Rates of extra-marital 
birth began to take off in the latter half of the 
18th century, rising by 1850 to 6.5% in Britain, 
over 7% in France, and 9% in Sweden. For the 
first two-thirds of the 20th century, however, 
rates dropped to only about 4% in England 
and Wales. Not until the 1960s -7o0s did the fig 
ures accelerate, to a third of all births in Eng 
land and America by the 1990s. 

Even in parts of north-west Europe, 
peasant households seldom were made up 
of one nuclear family. In pre-revolutionary 
southern France, where a peasant could pass 
on his land to a single heir, married siblings 
and their families often crowded into the 
fortunate heirs household. In north and 
western France, where a peasant was ob- 
liged to share the land equally between his 
children, the nuclear family (or at least one 
main family, plus some unmarried siblings) 
was more common; it became so nation- 
wide when Napoleonic inheritance laws, on 
the northern pattern, took effect. 


Even where the nuclear family appeared — 
to exist, women usually worked. It was not 
until industrial times that the expectation 
spread that a wife should stay athome with — 
the children. On the land, women in the 
West, as today in much of Africa, did some _ 
farm jobs. Factory life, drawing. men in even 
greater numbers away from the home, began 
to entrench the idea of wifely domesticity, Be 


prompting Engels toclaim that — 


the modern industrial family is founded on ihe Se 


Ope tor concealed domestic slavery of the wife. 


But the notion of the stay-at-home mother - 
did not last long. it was slow toartiveincoun- — 
tries like France that industrialised late; it | 
was not universal even in early industrial | 
ps where many women (and chil- Te 





the contraceptive pill and the arrival ane non- 
5 muscular work in a microchip age. 

All this in north-west Europe and Amer 
sen , the nuclear family was a rar- 
ity. In the eastem Europe of 1500-1750, nearly 
all women were married by 20; most lived in 
big exte nded families of 10-15 people. In 









ncommon in England until the uth 
-remains acceptable in some rural 
even today. “At least it’s more honest 
aao the version of it that you prac 





tion r -pae ives as the E publicly ac- 
ceptable basis for marriage, and the celebra- 








| The marriage hamme: 


not labour under these two burdens. 
Marriage made for love was not un- 
known in earlier centuries. Chaucer cele- 
brates it in “The Franklin’s Tale”, a hymn to 
equality and love in marriage. The letters of 
the Paston family, in 15th-century Norfolk, in 
eastern England, reveal a society dominated, 
among the squirearchy, by rigid custom and 
arranged marriages designed for material 
and social gain. But even here, the young 
Margery Brews, courted by John Paston, 
eventually persuaded her mother to let her 
marry her “good, true and loving Valentine”. 
Yet. by and large, a woman of the landed 
classes was a commodity to be waded by 
parents with calculating care, for territorial 
or commercial advantage, status, power or 
influence. Love might grow out of marriage. 
but there was no need to take love intoit. 
Across Europe, when peasant parents 
had a small plot of land that they could give, 


-While living, to their children, in return for. 
assured support in their old age, they. could — 
often. control whom the young were to i 
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Indeed, in England, jt 


lonial America, settlers seem to have married 
earlier, and often in defiance of their parents, 
because they could secure frontier land. 
How easily could children challenge 
their parents’ wishes, and make a marriage 
for love? Historians disagree. Some suggest 
that the love match became acceptable only 
after the Reformation, which established the 
concept of marriage as a more equal partner- 
ship that allowed a woman to have a mind 
of her own. Others argue that even earlier 
than this parents had less control over their 
young than that view implies. 
Either way; by the late izth century an 
England the idea that two people could 
choose to marry for love became increas- 
ingly widely held. Even then, “companion- 
ship” or “affection” were still features of a 
match to be traded off against other equally, 
if not more, attractive features, such as land, 
fortune or breeding at least by a young 
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_to the growth of wage labour, which left pars 
ents no longer with such assets to pass on, — 

that this control began to break down. In co- 


woman’s father, ifnot by the woman herse 

The tyranny of the middle-class mi 
riage, with its romantic obligations, by t 
late 20th century had ensnared even Bi 
ain’s royal family, once habituated to mai 
offits young for less complicated, traditior 
royal purposes: such.as. dynastic allianc 
and the breeding of heirs But the roman 
concept of marriage 
wane. It had- reached 
indeed, some would argue, it was at le: 
partly responsible for the subsequent c 
cline of marriage itself, as increasing nui 
bers of westerners failed to live up to the ¢ 
pectations that this version of it timposed. 
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Indeed, the great achnolosy: -ine 
revolution of the 1960s--the develop 
the contraceptive pill—helped to turn ch: 
dren into an item of consumer choice, mo 
judiciously brought into the world, ar 
more burdened with parental dreams an 
expectations once there. 

idealised but fragile, long: admired bi 
short-lived, the nuclear family ‘continues | 
havea powerful hold on the late-zoth cer 
tury imagination. Perhaps this, rather tha 
the institution itself, will prove to be its mo: 
enduring feature. 
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AMERICAS 





The conquest 





There were great empires before the Europeans arrived 


ED by four horsemen in full armour, the 
small column of Spanish infantry, arque- 
busiers and crossbowmen, with their leader, 
Hernan Cortes, and further horsemen in the 
tear, marched along the narrow causeway 
across the shallows of Lake Texcoco, They 
were heading for the walled towers of theen- 
trance to Tenochtitlan, the mighty capital of 
the Mexica; as we now call them, the Aztecs. 

There Cortes and his 250 men met their 
target: Moctezuma, the 
Aztec ruler, bedecked 
with a splendid feather 
head-dress, richly-deco- 
rated mantle and gold- 
soled sandals encrusted 
with jewels. A genera- 
tion after Colombus | 
hadlanded in Hispanio- | 
la, the Spaniards in 1519 
had penetrated to the heart of the most pop- 
ulous and wealthiest civilisation in the 
Americas. 

For three months, as the Spaniards came 
inland, Moctezuma had been paralysed by 
indecision: how should he handle them? He 
was constrained by custom, religion and su- 
perstition. In Aztec Mexico, ambassadors (as 
Cortes falsely claimed to be) were entitled to 
hospitality; war was ritualised, and normal- 
ly began only after elaborate diplomacy. 

The conquistadors played by different 
rules. After being lodged in one of Tenochtit- 
lan’s whitewashed palaces, they imprisoned 
their host, and killed hundreds of unarmed 
nobles. Led by Cuauhtemoc, Moctezuma’s 
nephew, the Aztecs rallied. Though rein- 
forced, the Spaniards were besieged, then 
routed as they fled. They were soon back, 
and laid siege in turn. By August 1521, they 
were masters of a ruined city, its population 
cut toa third of its pre-war 200,000. 

A decade later, an even smaller Spanish 
force similarly struck the second great Amer 
ican empire of this millennium, that of the 
Incas. Francisco Pizarro too followed a code 
different from that of his opponents. He in- 
vited Atahualpa, the Inca ruler, to the Span- 
ish camp in Cajamarca, in today’s northern 
Peru, and then ordered an attack against the 
mostly unarmed Inca escorts. The Incas 
stripped temples of their gold wall-plates 
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and ornaments to pay the ransom for Ata- 
hualpa’s release. The Spaniards melted 
down n tonnes of gold objects, and then, 
after a hasty “trial”, killed him. 

Here too they faced resistance for almost 
a year. Indeed, the fierce topography of the 
Andes allowed the rump Inca mini-state of 
Vilcabamba to survive until 1572. But by the 
15408, Spain had conquered the main popu 
lation centres of Central America and west- 
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ern South America. The Portuguese would 
penetrate Brazil far more slowly. 

The Spaniards won because they had 
better tactics Aztecs in battle tried to cap- 
ture, not kill, their opponents- and technol- 
ogy. Horses, mastiffs and guns terrified Az- 
tecs and Incas armed with slings, stone- 
tipped clubs and spears (though Inca archers 
did better). The Spaniards had two other cru 
cial advantages. One was the diseases they 
had brought: the Aztec forces in the battle for 
Tenochtitlan were ravaged by smallpox. The 
second arose from the internal weaknesses 
of the two native-American empires. 

These looked strong. Both were relatively 
recent. Tenochtitlan, founded in 1325, had 
achieved first place among the city states of 









Mexico's central valley a century later, be- 
fore swiftly extending its sway to both coasts 
and south to Guatemala. The Incas, starting 
near Lake Titicaca, had moved to Cuzco, and 
then embarked on imperial expansion only 
acentury or so before Pizarro’s arrival. 

Both empires drew on previous cultures. 
From the Mayas and Toltecs, the Aztecs had 
inherited hieroglyphic writing, calendars 
and some mathematics, and religious beliefs. 
Andean society had developed fine textiles, 
and other crafts. The Incas added meticulous 
organisation, in road-building, management 
of food stocks and accounting alike. Neither 
society knew the wheel, but both included 
skilled herdsmen and farmers. The Aztecs 
cultivated chinampas, “floating” islands of 
mud and reeds. The Incas used canals to irri- 
gate their coastal deserts, and terraced their 
Andean mountainsides. 

Yet both empires had a weak point: their 
resentful subject peoples. The Aztecs ex- 
tracted tribute from these, and worse: over 
time, mass human sacrifice came to occupy 
a central place in Aztec religion, an instru- 
ment of control in what had become a reign 
of terror. The Incas were less given to human 
sacrifice, but exacted labour service. Cortes 
found ready allies: the Totonacs of Mexico’s 
gulf coast and others supplied him with sev- 
eral thousand troops and bearers, as well as 
food. And Pizarro found the Inca empire riv- 
en by civil war after the death (probably 
from smallpox) of Atahualpa’s father. 


Greed, faith and killing 


Why were the Spaniards there? In part, for 
profit and precious metals. (“Land my com- 
panions suffer from a disease of the heart 
that can be cured only with gold,” Cortes 
told envoys of Moctezuma.) But they were 
also driven by the militant Catholicism 
forged in the centuries-long campaign to 
drive Islam from Spain. In 1493 a Spanish 
pope had granted Castile exclusive right of 
conquest in the Americas, west of the Portu- 
guese possessions, and with it the obligation 
to convert the inhabitants to Chrisuanity. 

The conquistadors did both, appallingly. 
To cow their subjects, Cortes and others, 
sometimes abetted by priests, on occasion 
massacred civilians, or burned them alive. 
The indigenes died from war, disease, over- 
work and hunger caused by the disruption 
of their traditional farming. Estimates of 
Mexico's population on the eve of the con 
quest range from 12m to 25m; by 1568, it was 
under 3m. Peru had 9m people in 1532, under 
1.5m in 1570. Only later did the figures grow 
again, as rape, concubinage and intermar- 
riage created a mixed-race population. 

The Spaniards often left local rulers in 
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New world meets old 


place, while extracting tribute and labour 
service from the shrunken native peoples. 
They found their own freedom of action lim- 
ited by royal officials and judges, and at 
times by conscience-stricken churchmen 
such as Bartolome de las Casas, a landholder 
turned Dominican friar. The first law to pro- 
tect the “Indians” was brought in in 1542. 
The conquistadors were mainly hidal- 
gos—minor or aspirant gentry—and artisans 
from Spain's rougher edges. They saw no glo- 
ry in the family farming on which Britain's 
north American colonies would be built; nor 
did the land or climate favour it. Spanish 
America became a place of large landhold- 
ings, their owners living in its Spanish-style 
grid-pattemed towns. Periodic mining 
booms stimulated further immigration. The 
surviving Amerindians continued to prac- 
tise communal, near-subsistence farming 
and hung on to what of their culture they 
could. They took to Christian ritual without 
abandoning their own gods. Slowly a Span- 
ish American society emerged. 
- _ = e = 





Freeing Spanish America 


Mixed blessing 


) ae two days in July 1822, in a house 
in Guayaquil, a Pacific port of sticky 
tropical heat, Simon Bolivar and Jose de San 
Martin met for the first and last time. Each 
had come far: in an unco-ordinated pincer 
movement, their troops had wrested much 
of South America from Spanish control. 

In 1817, San Martin had led his men from 
Argentina through the Andes to conquer 
Chile, thence organising a seaborne expedi- 
tion to Peru. Bolivar, after a long struggle in 
Venezuela, had outflanked the Spanish 
forces and, marching over flooded lowlands 
and Andean heights, had taken Bogota. 

The Spaniards still controlled most of Pe- 
ru. Who should take them on, and how, was 
one issue for the two liberators. Another was 
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how the new free states should be governed. 
As republics, said Bolivar, an egocentric aris- 
tocrat. Invite European princes to take their 
thrones, said San Martin, Argentine-born 
but for 20 years an officer in Spain’s Euro- 
pean wars. Bolivar won his point. San Martin 
retired quietly toa long exile in Europe. 

By 1825, Bolivar had ousted the remain- 
ing Spaniards from Peru and Bolivia. After 15 
years of struggle, all of Spain's mainland pos- 
sessions were free (Cuba and Puerto Rico re- 
mained colonies until 1898). In a world of 
mainly unfettered monarchy, some 17m 
people had been won, in theory at least, for 
the principles of representative government. 

Imperial Spain had long been in decline. 
Royal attempts at reform in the late 18th cen- 
tury had done little but irritate colonial elites. 
Their chief grievance was the monopoly of 
trade and public office held by the Spanish- 
born, at the expense of locally born criollos. 
Another was added after Spain went to war 
with Britain in 1804, and tried to increase its 
colonial revenues, especially from Mexico. 

Recent events and ideas inspired some 
criollos: independence and republicanism 
in the United States, the French Enlighten- 
ment, British liberalism. 
What set spark to tinder was 
the abdication of Spain's 
King Ferdinand VII, after a 
French invasion in 1808. 
Though Spanish liberals 
formed a government of re- 
sistance, royal authority had 
been undermined. Starting in 
Caracas and Buenos Aires, 
criollos set up governing jun- 
tas across the Americas. Of- 
ten these proclaimed loyalty 
to Ferdinand. But with Span- 
ish royalist officials refusing 
any autonomy, calls for independence soon 
followed. 

Rarely did this involve popular rebel- 
lion. Mexico was the main exception: there, 
in 1810-11, Miguel Hidalgo, a parish priest, 
raised the Indian masses, and 
handed out land confiscated 
from whites. But he was de- 
feated. His radicalism scared 
criollo landholders, and 
Mexico declared indepen- 
dence only in 1821, in conser- 
vative reaction to a liberal 
Spanishgovernment. Thecri- 
ollo elite everywhere feared 
the poor masses of Indians 
and black slaves (especially 
after the bloody 1790s rebel- 
lion of the 2m slaves in 
France’s St Domingue led to 
the birth of black-run Haiti there in 1804). Po- 
litically radical, the new leaders, with rare ex- 
ceptions such as Uruguay's Jose Artigas, 
were socially conservative. The criollos 
wanted political power so that they could 
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San Martin: self-exiled 


Bolivar: disillusioned 


keep the old social order intact. 

The new states paid lip service to repub- 
lican ideas of equality before the law. The 
import of slaves was generally banned; 
blacks, notable in the armies of both San 
Martin and Bolivar, were freed; but slavery 
was notat once outlawed. In most places, the 
Indian tribute and forced labour were end- 
ed, but not the serfdom of Indians on the 
large estates. The colonial legacy of land in- 
equality that these typified was preserved. 
In the Andes it was aggravated by well-in- 
tentioned liberalism: decrees granting Indi- 
ans individual possession of communal 
land, and so the right to sell it, led to large ar- 
eas being gobbled up by criollo landowners. 

The new republics faced other problems. 
How should they be governed? Liberals fa- 
voured elected congresses, with a franchise 
normally limited to property holders; and, 
often, a loose federal structure. Most conser- 
vatives wanted strong and centralised gov- 
ernment. (“America can be ruled only by an 
able despotism,” said Bolivar, who died in 
1830, by then a pessimistic conservative 
heading for exile.) By the 1830s conservatives 
were in the ascendant. In Mexico in 1864, 
with French aid, they even 
briefly installed a monarch, 
Maximilian, a Habsburg 
prince, deposed and execut- 
ed in 1867. (And Brazil re- 
mained an “empire” under 
descendants of Portugal's 
royal family until 1889.) Liber- 
als regained the upper hand 
later in the century. The argu- 
mentstill rages. 

The new states faced an- 
other problem: their back- 
ward economies, further 
weakened by war. Most de- 
clared trade “free” (ie, no longer a Spanish 
monopoly), but often with high tariffs. In- 
dustry was slow to develop; the region de- 
pended on exports from its mines, planta- 
tions and ranches. In 1822, Chile became the 
first of many countries to 
seek a loan in London; de- 
faults would soon follow. 

Large armies were a cost- 
ly burden. With indepen- 
dence came two of Latin 
America’s lasting political 
scourges: militarism, and the 
caudillo, the strongman. Boli- 
var’s dreams of continental 
integration yielded to paro- 
chialism: the Central Ameri- 
can Federation of 1825 was 
five countries by 1838. 

“Independence is the 
only benefit we have gained, at the cost of ev- 
erything else,” lamented a disillusioned Boli- 
var. A century later, liberation’s unfinished 
business bred anew cycle of revolutions and 
a new kind of caudillo. Starting in Mexico, 
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but including Brazil’s Getulio Vargas, in 1930- 
45, and Argentina’s Juan Peron ten years 
after him, these combined assertive nation- 
alism with the political incorporation of sec- 
tions of the excluded masses. They solved 
some old problems, but created new ones. 


Inequality 


Che says it all— 
nearly 





HE societies of Latin America have long 

been riven by wild inequalities. Strict so- 
cial hierarchy, fierce racism and division of 
the sexes are as much part of the continent's 
history as any blending and mixing among 
immigrants and natives. Can that explain 
the grossly uneven living standards, educa- 
tion and prospects of today? 

In 1952 an Argentine doctor—the young 
Che Guevara, touring by clapped-out mo- 
torcycle and rickety lorries—-noted the mis- 
ery of Amerindians in Chile, Bolivia and Pe- 
ru. Many, with ragged clothes and calloused 
bare feet, he wrote, “give the impression that 
they go on living simply because it’s a habit 
they can’t give up.” A habit indeed: the divi- 
sion between a few who live well and most 
who don't was ingrained by Indians as well 
as by invaders. Look at the Incas, he said, and 
their famed mountain city, Machu Picchu: 

You can see here the difference between the va- 
rious social classes; each of them occupied a dis- 
tinct place according tocategory, more or less inde- 
pendent from the rest. 

Inca chiefs had used slaves to build pal- 
aces, roads and temples. The conquistadors 
introduced a form of rotating slavery to get 
labour for Bolivia’s rich silver mines. Inde- 
pendence brought no huge change. Gueva- 
ra’s diaries again, on Bolivia in 1952: 

One thing seems not to have changed over thecen- 
turies in this part of the world: the poor and down- 
trodden have remained just that. It can hardly be 
said that those at the bottom of Latin America’s 
heap, whether they be wretched souls in city 
slums today or pitiful farmers in pueblos of previ- 
ous centuries, have had much tocheer about. 


Within days, by chance, Bolivia was in revo- 
lution. Its poor even gained a little. 

Race plays no small part. Amerindians 
massacred by thousands in Central Ameri- 
ca’s 1980s civil wars, their kin brutally sup- 
pressed in Chile, Brazil’s Amazon tribes dis- 
placed by loggers, freed slave communities 
living in squalor in northem Ecuador: the 
continent's history tells much of social strife 
and suspicion between ethnic groups. Go to 
a football match today in Ecuador's capital, 
Quito, and you can see black players who 
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must endure hurled bananas and jeers. 

So does it all spring from history? No. 
What Guevara didn’t see so clearly was the 
state of women. In most of the world, poor 
women, with fewer rights and less education 
even than their men, are nearly always at the 
bottom of the heap. Still more so, you might 
expect, in famously macho Latin America. 
Yet in well-run capitalist Costa Rica and so- 
cialist Cuba alike, women can expect to live 
to 79, five years longer than men, much as in 
Europe. In Colombia, Venezuela, Uruguay 
and Guyana the proportion of girls enrolled 
in secondary school is now ten percentage 
points or more higher than that of boys. Lit- 
eracy among women matches that of men. 
One inequality at least has been tackled. 

Socan that between rich and poor. In the 
19808, the region’s allegedly “lost decade”, 
the crucial variable, education, improved 
everywhere, and even more so for the poor 
than others. By 1990, Brazil’s poorest five- 
and six-year-olds still were only half as likely 





tobe in pre-school as better-off ones; but that 
was better than the quarter as likely of 1981. 
And of course politics can challenge the 
past. Haiti has a ghastly history and was left 
dirt-poor and full of inequality by the dicta- 
torial Duvaliers. It is so still. Cuba’s history 
has been grim too, but its current boss will 
leave acountry not rich but one of far less in- 
equality than Haiti’s or than he took over. In 
Cuba, Guevara’s answer to inequality, com- 
munism, in some respects has worked. Too 
bad other countries were mostly slow to try 
the mixture of capitalism and social democ- 
racy which, at least in Europe, works better. 
aren. 


From past to future 


Dreaming up 
Brasilia 





NE day in the 1950s, Lucio Costa, a Bra- 

zilian architect, had a dream, of a bird 
or maybe a jet plane streaking across the sky. 
He wrote down his vision, scratching a broad 
cross on a piece of paper, hastily filled in de- 
tails and rushed to the authorities in Rio de 
Janeiro, Brazil’s then capital, who were seek- 
ing proposals for a new one. His dream 


brought to life what Le Corbusier, the French 
modemist architect, called la ville radieuse 
—a garden city, lots of greenery, a lake, slab 
skyscrapers raised on posts, all wrapped in 
ribbons of asphalt. Costa’s design for an 
aeroplane-shaped city won the contest. 

He and Oscar Niemeyer, the architect he 
chose to design the buildings, were in thrall, 
like Le Corbusier, to the motor car, for the 
1950s an emblem of the future. Express lanes 
and feeder roads loop through and around 
Brasilia, rarely hampered by stop lights or 
street corners. But the city is more than a 
hymn to the motor age. Few architects have 
had such fun with reinforced concrete as 
Niemeyer. His buildings swoop and soar 
with vertiginous curves and startling preci- 
pices that seem to defy gravity. 

Politically, Brasilia was the work of Jusce- 
lino Kubitschek, the ambitious president 
who meant to make Brazil grow “50 years in 
five”, to show the world (and itself) that here 
was no relic, as Rio de Janeiro is, of the colo- 
nial past, no random collection of peoples-- 
Brazil's citizens are as diverse as those of the 
United States—but a nation, looking ahead. 

The new city might have stayed a dream. 
But no. Earthmovers were flown in, workers 
recruited from the poor north-east, and in 
three frantic years Brasilia was thrown to- 
gether. At a price, but few cared. These were 
bold, self-confident days when Brazil jew- 
elled itself with factories, farms and hydro- 
electric dams. Bossa nova was playing on the 
world’s new hi-fis, and Pele on the football 
field. Brasilia would be “the capital of hope”. 
Critics saw an outsize monument to political 
ego, corruption and deficit spending. “Miles 
of jerry-built nowhere,” sniffed one. “Fanta- 
sy Island,” it was branded. “Td rather be poor 
in Copacabana,” jeered a samba lyric. 

Many Brazilians, from faded beach-side 
Rio or Sao Paulo, Brazil's pullulating com- 
mercial capital, still think that way. So do the 
politicians, part-timers on the make, many 
of them, who reluctantly fly in and out; woe 
betide the pedestrian who comes between 
the home-going congressman and Brasilia’s 
airport on a Thursday afternoon. Yet resi- 
dents see a sane, pleasant family town, with 
low crime, high literacy and good jobs. 

Brasilia is both the glory and the grave 
of the modernist idea. It never became the 
egalitarian utopia that the romantic Costa 
and the communist Niemeyer dreamed of. 
The middle classes live well in the central 
zone, leaving the tattered “satellite cities” for 
their maids, gardeners and bricklayers. It did 
in time serve as the springboard to the hinter- 
lands that Kubitschek imagined, but Brazil- 
ians were on the move already. Yet there it is, 
showing that ordinary people, by them- 
selves, can make sense of a flawed dream. 
And tothe world, “Mock if you like,” the city 
seems to say, “but here I am, the voice of 160 
millions, and you'd better listen to us.” 
SEADE, | 


57 














AN AGE OF EMPIRES _ 





They came, they went 


away 


Neither the facts of European imperialism nor its motives were 
what they are often supposed to have been 


T HAS been a millennium of empire. Yes, 

but which empires? Those overseas of Por 
tugal and Spain, Britain, France and the 
Netherlands? The mainland ones of Austria 
or Russia? No. As the era began, Europe was 
disunited, and feeble. As it ends, Europe and 
its American heirs dominate the globe. Yet 
Europe's empires have come and gone, 
short-lived all of them. And what is thought 
of as, above all, “the age of empire”, the 40- 
odd years up to 1914, was not just brief butes- 
sentially trivial. Within 80 years all modern 
European empires were dead. 

In contrast, as 1000 dawned, the Roman 
empire, despite the collapse 
of its western half, had over 
1,200 years behind it and 450, 
to the fall of Constantinople. 
its eastern capital, still to go. 
The Chinese empire was as 
old, far ahead of Europe, and 
with 900 years to live. An 
Arab-Islamic empire over 300 
years old was gnawing at Eu- 
rope; under the Turks soon to 
take it over, it too had 900 
years to come, and a swathe of eastern Eu- 
rope besides. A Mongol empire was yet to be 
born, in about 1200. At its peak it stretched 
from the Pacific to the western side of the 
Black Sea. It lasted nearly 500 years. 

What can Furope show in comparison? 
Its Holy Roman Empire, the western heir of 
Rome, was a fake. “neither holy, nor Ro- 
man, nor an empire,” said Voltaire. The real- 
world one of the Habsburg family, for a time 
(under Charles V in the 16th century) includ- 
ed Spain, the Low Countries, much of Ger- 
many and chunks of France, Austria, Bohe- 
mia, Hungary and Italy. Much slimmed, it 
survived, as the Austro-Hungarian empire, 
until 1918; some 450 years in all. 

As to the fabled rewards and crimes of 
imperialism, Charles V left his heir in Spain, 
Philip Il, bankrupt; and an unruly, profitless 
handful Austro-Hungary proved for its last 
significant emperor, Franz Joseph, even be- 
fore a pistol shot killed off his heir, and the 
peace of Europe, at Sarajevo in June 1914. But 
the Habsburgs themselves were not bad at 
killing, colonial-style, as the gory Duke of Al- 
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va proved in repressing the rebellious Dutch, 
on behalf of Philip 1! and holy. church, in 
1567;and as Italy learned under Austrian rule 
three centuries later. The English, under Oli- 
ver Cromwell, did much what Alva had, for 
mirror-image reasons, in Ireland in 1649-50; 
and that little comer of empire in Europe. al- 
ready by then under English thumbs for 500 
years, remained a colony into the 1920s. 

What about the wide world, Europe's 
empires beyond its shores? Here, classically. 
is where imperialism flourished, and eared 
its grim reputation. Much of the reputation 
was deserved. Yet these empires were even 
sooner come and gone. So 
were their rewards; and the 
reasons most of them took 
shape had little todo with the 
economic explanations ad- 
vanced after that shape sud- 
denly ballooned in the late 
19th century. 

Spain and Portugal led 
the way, first into the Ameri- 
cas, later round Africa into 
the Pacific. Their empires 
were huge indeed: Brazil's 8.5m square kilo- 
metres (not that the Portuguese colonists 
ever saw much of them) are nearly 100 times 
the area of mainland Portugal. Yet the Portu- 
guese stayed little over 300 years there, until 
the 1820s. Their African empire, on two sides 
of thatcontinent, lasted 150more, mainly be 
cause the rest of Europe in the 1880s could 
not decide how to carve it up. The Spanish 
empire, though far more profitable and sub- 
ject to a far greater power, 
lasted even less; essentially, 
the same period as Portugal’s 
in Latin America, though Ca- 
ribbean and Pacific specks re- 
mained to be wiped up by 
the United States in 1898. 

Germany by 1900 was the 
big industrial power in Eu- 
rope, and rapidly becoming 
a maritime one too. It was ea- 
ger for its belated “place in 
the sun", and in Europe's 1880s scramble for 
Africa had already got some large slices, 2.5m 
sq km or so, plus some bits and pieces in the 








Pacific--and no noticeable 
profit whatever. Within 35 
years, during and after the 
first world war, it lost the lot. 
As for Italy, its first attack on 
Ethiopia, in 1896, was beaten 
off,and three other bits of Af- 
rica that it did acquire were 
its, quite profitlessly, for 50 
years at most. And Belgium? 
Into central Africa and out 
again, by 1962, within 80 years. 

Ah, but what about the serious imperial- 
ists of northern Europe, the Dutch, French 
and British? Serious they were, but even 
these empires were short-lived. 

The Dutch were 250 years in Indonesia. 
France claimed Canada in 1534 and lost it 229 
years later. French Indo-China lasted not 100 
years before the humiliation of Dien Bien 
Phu in 1954. French Africa, some 10m sq km 
of it? Exceptin Algeria, not even that long. 

The British empire deserves its fame. It 
was huge, as Russia’s Asian territories were 
and are; at its peak, some 34m sq km, over 
one-fifth of the land area of the globe. Unlike 
Asian Russia, it was also populous; until 1947 
it included the huge numbers of the Indian 
subcontinent. Yet its colonies on the Ameri- 
can seaboard were British for less than 170 
years. Australia, Canada and New Zealand 
remained British for about 100 years apiece 
before being handed over to their (settler) in- 
habitants. South Africa’s Afrikaners were 
barely defeated in 1902 before they —not its 
blacks, of course—got their land back in 1910. 
The British were not much more adhesive 
evenin the lands whose only claimants were 
brown or black: less than 200 years in India, 
80 or fewer in most of Africa. The Caribbean 
was the one significant exception. 


So why set out? And why not stay? 


On the face of it, all this is very odd. Europe’s 
ideas and money and weapons gave it great- 
er power than any other group of peoples in 
history. And after 200 or 300 years, it walked 
out. Even the Russians have 
done so. Their 19th-century 
seizures of central Asia were 
done with a speed and vio- 
lence that make the United 
States’ westward expansion 
and Indian wars look like a 
leisurely church picnic. And, 
unlike others, under commu- 
nism the Russians showed no 
sign of remorse, let alone of 
getting out. Yet out of central 
Asia in the 1990s they went, retaining vast ar- 
eas of Siberia, it’s true, but most of them bare- 
ly inhabited and, today at least, barely habit- 
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able and economically useless. 

So why did the imperialists ever set 
forth? One common, only mildly left-wing, 
answer is that the booming capitalist econo- 
mies of the 19th century needed an assured 


kets and new places to invest in. And why, 
having gone and grabbed these, did the im- 
perialists come home so relatively soon? The 
standard answer is that, for all its relative 
strength, Europe, exhausted 
by the second world war, saw 
it could not afford to hold on, 
in the face of assertive lib- 
eration movements. Besides 
(here the left chimes in), it re- 
alised that it could get what it 
wanted more conveniently 
under neo-colonial forms. 

There is plainly some 
truth in this; and, rather less 
plainly, some falsehood. 

The early empire-builders, from Spain 
and Portugal, were in the Americas partly in 
pursuit of souls; it takes heroic refusal to ac- 
cept men’s account of their own motives to 
deny that. They were also, more earnestly, in 
pursuit of precious metals. They cared little 
for trade. Spain kept foreign ships out, but 
hardly encouraged Spanish ones: the crown, 
toincrease its own revenue, at one time limit- 
ed them to just one port in Spain, Seville, and 
two in the Americas. Likewise, its efforts to 
tax the trade simply boosted intra-colonial 
commerce, lessening exports from Spain. 

Later on, the Dutch indeed acquired 
their empire to protect their trade. And they 
were after commodities. But not as raw ma- 
terials: these were spices, for resale. Britain 
too acquired parts of its empire through, or 
to aid, its traders; the old joke that itdid so “in 
a fit of absent-mindedness” is tosh. Yet not 
wholly tosh. Its American colonies were in- 
deed a valued market; but that is not why 
Britain came by them. It took Canada, from 
France, mainly to protect these, not for its 
own poor value. India, initially, was a source 
of manufactures, not a market for them:only 
later did it become that. Aus- 
tralia and New Zealand, 
when first claimed, had no 
commercial value at all. 

Of course, one can reply 
that all this predated 19th- 
century capitalism. Yes, but 
an explanation of empire 
that explains only its last 80 
‘years is not very useful. In 
fact, it does not explain much 
iof that period either. 

Securing raw materials by the 1880s real- 
ly was not an issue; they were indeed need- 
ied, in ever-greater volume, but they could 
be, and were, bought from willing suppliers 
as they are now. As for markets, it is true that 
Europe's industrialists were starting to fear 
sverproduction, and its governments —rath- 
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er later -to install protective tariffs. Yet even 
in what they saw as the depression years of 
1875-95, economies were growing fast. And 
whatever the dreams, the reality was that, 
with the bigexception of British sales to India 
(an empire already a century old), imperial 
markets did not amount to much; least of all, 
the new colonies of “the age of empire”, tri- 
vial compared to markets at home. 

What did Germany sell to its 14m new 

colonial subjects? France to 
ae its vast new areas of Africa, or 
even to ncher Indochina? 
The British to Burma, taken 
over in 1886? The Belgians to 
their brutalised Congolese? 
Precious little, even as a share 
of exports, let alone of total 
sales. In this heyday of em 
pire, four-fifths of the trade 
(and investment abroad) of 
European countries was with 
each other or developed countries abroad. 

The main economic motive was surely 
far simpler: that of the British and Dutch for 
centuries earlier, the simple greed of men 
who reckoned they could make money “out 
there", and who preferred, once it proved 
true, to be protected and govemed by their 
own kind. Hence the quasi- 
colonial concessions wrung 
by sundry countries from 
China; not just the nght for 
their traders to trade, but to 
do so under, more or less, 
their own administration 
Hence Britain's seizure of 
South Africa: once adventur- 
ers like Cecil Rhodes discov- 
ered its riches, who was to 
run the place? Unsurprising 
ly. Britons preferred Britons to Boers. 

Atleast as big a drive behind the new im- 
perialism were the rivalries of the powers. 
Britain, beside the peacock pride of empire, 
had solid strategic reasons: owning India, it 
needed first its old Cape Colony, later the 
new Suez canal, then Egypt, then the coaling 
station of Aden. Others fed 
mainly their egos. A colony, 
as the German emperor 
made plain, was a feather in 
one’s cap--and not in the 
other fellow’s. Italy, having 
got three, as late as the 19305 
went for Ethiopia again; suc 
ceeded this time, and found 
it as useless as the others. 


Why the Europeans? 


Whatever their motives, why was it Europe- 
ans who sailed worldwide and built em- 
pires? Why not (until Japan moved into Tai 

wan in 1895. then Korea, then Manchuria) 
other powers? One reason is that some oth- 
ers, such as the Mongols, did not need to; 
they used horses. Others chose not to. China 





“had the men, it had the ships, it had the 
money too’, yet a 15th-century emperor 
banned the building of sea-going vessels. 
Two centuries later, Japan did likewise. Both 
countries looked inward. 

The Turks might have gone worldwide. 
Their galleys were good enough to strike fear 
for centuries in the Mediterranean. But their 
empire needed no more, and they never 
built ships fit for the oceans. It was Algerian 
corsairs, not the Turkish empire, who on one 
occasion raided as far north as Iceland. 

But there was more to it than that. Eu- 
rope had the men, the ships, the money, and 
on top it had the guns. It knew how to put all 
four together. No one else did, bar the Ameri- 
cans, who challenged Britain’s navy inthe 
17708, and blew Spain’s apart in 1898; as, more 
significantly, Japan's navy did to Russia’s at 
the battle of Tsushima in 1905. 

But Europe had something more valu- 
able, in this context, than technology. It had 
commercial enterprise and rivalries. Its ump- 
teen states were often at war, their mer- 
chants always competing: two forces that 
drive technology and much else. The Span- 
ish and Portuguese claimed a monopoly of 
the oceans and the Americas. Dutch, British 
and French sea-captains and merchants 
soon set out to disprove it. 

And yet. quite rapidly, 
they all went home. Why? 
Spain and Portugal quit be- 
cause, in and after the Napo- 
leonic wars, they were too 
weak to subdue their Latin 
American subjects. Equally, 
the great decolonisation of 
1945-75 would have been de- 
layed had not Japan cracked 
Europe's Asian empires; and 
war, and later American pressure, left their 
owners too exhausted to glue them together 
again. As all imperialists have found, Mon- 
gols and Turks included, keeping the thing in 
one piece is a costly business. 

Yet there was more to the great retreat 
than that. The British had to be kicked out by 
the future United States, indeed. Yet they 
chose to leave Canada, Australia and, even- 
tually, South Africa. Even while tirelessly 
pretending the time was not ripe to quit In- 
dia, they preached (elsewhere) the values 
that proved them wrong, and they tolerated 
those Indians who said so. The “wind of 
change” -a Conservative prime minister’s 
phrase -that swept them from Africa was 
not just one of economic or geopolitical real- 
ism; it was also one of ideas, ideas that they 
themselves held. The French were tougher: 
they fought two vicious wars trying to retain 
Vietnam and Algeria. Yet the ideas were 
French too. The end of the European empires 
was indeed a triumph for the liberation 
movements; but one over Europe's stub- 
bornness, not its best beliefs. 
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East meets West 


China’s had been the greatest civilisation on earth. Then the Europeans 
arrived. Just one more bunch of barbarians, it thought. It was to learn better. 
One episode in 1860 symbolises two centuries of Asian history 


HE opium war of 1840-42 and the Treaty 

of Nanjing that flowed from it are gener- 
ally seen as the greatest of China’s many hu- 
miliations at western hands. That is certainly 
how they are represented by China’s Com- 
munist rulers today. But it is not how they 
were seen by the Qing emperor’s officials at 
the time. Only when British and French 
troops in 1860 looted and burned the Sum- 
mer Palace, the (European-designed) imperi- 
al pleasure-dome outside Beijing shown 
above, did even some of the dynasty’s more 
enlightened literati realise that the centuries- 
old order had been turned upside down. 

The opium war was launched by the 
British in pursuit of their claimed rights of 
free trade, in particular the right to feed Eu- 
rope’s taste for tea by feeding the addiction 
‘of some Chinese to Indian opium. The resul- 
tant peace treaty gave the British almost all 
they wanted. It allotted them five “treaty 
ports” through which they could conduct 
commerce with the Celestial Empire. Brit- 
ain’s seizure of Hong Kong was formalised, in 
perpetuity. Stiff reparations for war damages 
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were to be paid—by the Chinese. Guang- 
zhou (Canton) would lose the lock on for- 
eign trade that it had held for centuries (and 
which recently had broughta vast fortune to 
Howqua, the leading comprador—a state- 
authorised go-between—in the trade). Fan- 
tastic profits beckoned for the foreigners. 

Yet for all the humiliation of the war and 
the treaty, the Qing court treated the affair as 
if these outsiders from Europe were just an- 
other breed of pesky barbarian. An inertia 
bordering upon stupidity convinced offi- 
cials that, in the emperor Daoguang’s own 
words, the Treaty of Nanjing was just a 
mechanism that would “permanently pre- 
vent further troubles from happening.” 

Officials argued that the treaty had sole- 
ly to do with economic relations. High offi- 
cials really should have nothing to do with 
the barbarians’ affairs. In 1846 the imperial 
commissioner even proposed that the best 
way of handling foreigners was to cut off all 
channels through which they could request 
interviews with the court. Even as trade 
opened, foreign-policy doors closed. 


If there was a precedent for the Treaty of 
Nanjing, indeed, it came from trading rights 
granted in China’s far west, in Kashgar and 
Yarkand, to the troublesome khanate of Ko- 
khand in 1835. Had Henry Pottinger, Hong 
Kong's second British governor, known this, 
he might have understood the behaviour of 
the noble Qiying who, entrusted by the em- 
peror to deal with the westerners, even visit- 
ed the now-colony. He coined a piece of 
Chinglish to express the depth of his friend- 
ship with Pottinger: “yin-di-mi-te”, intimate. 
True, Pottinger was not offered, like earlier 
barbarians, a virgin princess. But Qiying did 
insist that he himself should adopt the gov- 
ernor’s son and take him back to Beijing. He 
was politely informed the lad had first to fin- 
ish his schooling in England. 

Yet further troubles did happen. The 
British argued that, since the United States’ 
treaty in 1844 with China could be renegoti- 
ated after 12 years, so could the Nanjing one, 
offering the prospect of a further opening up 
of China. To press the point, in 1858 British 
forces stormed the forts of Dagu, at the 
mouth of the Huai river, and threatened to 
move on Tianjin, two days’ march from Beij- 
ing. The new treaty that followed this threat 
set humiliating terms: a British ambassador 
in Beijing; the open preaching of Christianity 
in China and unlimited travel for those Brit- 
ons with passports; six more coastal treaty 
ports immediately, plus four extra ones on 
the Yangzi river once the Taiping rebellion 
was put down; all official correspondence 
between the two countries to be in English; 
Chinese transport for opium into the interi- 
or (this despite the Chinese ban on opium); 
and, of course, more reparations. 

What stuck most in Chinese craws was 
that resident British ambassador. To press 
this point, once again the British attacked the 
Dagu forts. This time they were repelled. So 
in the autumn of 1860 Lord Elgin, leader of 
the first expedition, returned with an over- 
whelming British-French force. When a mes- 
senger that he had sent under flag of truce 
was killed, his troops burnt the Summer Pal- 
ace to the ground. Elgin spared the Forbid- 
den City, reckoning that its destruction 
would be a “disgrace”—to the Chinese, that 
is—“so profound that the Qing dynasty 
would inevitably fall.” 

The emperor of the day, Xianfeng, hav- 
ing fled to his ancestral grounds in Manchu- 
ria, his half-brother, Prince Gong, was left to 
negotiate from a hopeless position. Yet an- 
other treaty guaranteed the resident ambas- 
sador, ceded Kowloon—a bit of the main- 
land opposite Hong Kong island—to Britain, 
and compelled China to let Chinese coolies 
migrate on British ships. At last the empire 


61 





had to acknowledge the existence and force 
of the outside world. 

The force was momentarily useful: west- 
ern troops helped imperial ones finish off in 
1864 the Taiping rebellion, a vast and weird 
affair—the rebel leader thought himself a 
new version of Christ—which in its 14 years 
had cost maybe 20m lives. The dynasty tot- 
tered on (till 1912 indeed, run for most of that 
time by the formidable Cixi, the “dowager 
empress”, a concubine of Xianfeng who had 
installed her six-year-old son, and later an 
even younger nephew, on the throne). But as 
the 2oth century came in, so into Beijing 
again did a fresh foreign army, to defend di- 
plomats against the anti-foreign Boxer 
movement, which Cixi had encouraged. 
China was further eaten into. 

True, the westerners’ bloodshed and 
looting were nothing to the Japanese atroc- 
ities in China in 1931-45; and the West then, 
belatedly, came to China’s aid. But as the last 
European toeholds, Hong Kong and Portu- 
guese-run Macau, reverted to China in the 
1990s, its people and rulers alike had not for- 
gotten the lesson of two centuries: learn from 
and match the West in ingenious manufac- 
tures, but resent and distrustit as ever. 

E 





Britons bearing 
gifts 


IN 1792, Britain’s King George 
Ill senta trade mission to Chi- 
na. The Emperor Qianlong was little 
more impressed than had been his 
Mongol predecessor in 1342 by an emis- 
sary from Pope Benedict XII. He gave 
George’s envoy a message to take back: 
You, O king, live beyond the confines of ma- 
ny seas; nevertheless, impelled by your 
humble desire to partake of the benefits of 
our civilisation, you have despatched a mis- 
sion respectfully bearing your memorial... 
To show your devotion, you have also sent 
offerings of your country’s produce. 1 have 
read your memorial; the earnest terms in 
which it is cast reveal a respectful humility 
on your part which is highly praiseworthy. 
Swaying the wide world, I have but one 
aim, namely, to maintain perfect govern- 
ance and fulfil the duties of the state. Strange 
and ingenious objects do not interest me. I 
have no use for your country’s manufac- 
tures. It behoves you, O king, to respect my 
sentiments and display even greater devo- 
tion and loyalty in future, so that by perpetu- 
al submission to our throne, you may secure 
peace and prosperity for your country. 
Tremblingly obey and show no negligence. 
Alas for China, among the inge- 
nious manufactures in which the Brit- 
ish excelled were ships and cannon. 
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Imperial China 


The kiln of civilisation 


T early capital of China’s Song dynasty, 

Kaifeng (how many westerners have 
even heard of it?), was in the uth century the 
greatest city on earth. Its population was 
close toa million. The city served, as one later 
historian describes it, as “both court and em- 
porium”, ringed by a double curtain of de- 
fensive walls, “square for cosmic order”. 
Hangzhou, the watery city further south to 
which the dynasty migrated when Kaifeng 
was sacked by Jurchen nomads from the 
north in the 1120s, was even richer and big- 
ger: over 1m merchants, artisans, officials, 
scholars, servants and slaves. No wonder 
Marco Polo (or his unacknowledged source?) 
was impressed. The Venice of his day had lit- 
tle more than 50,000 citizens. 

It was thanks to Kaifeng’s demand and 
inspiration that uth-century China saw an 
extraordinary flowering in ceramics, as kilns 
and workshops sprouted in and around the 
capital, as well as elsewhere in Henan prov- 
ince and neighbouring Hebei. The art and 
technique of porcelain then reached a high 
point—some connoisseurs think its peak— 
in the 12th century, around Hangzhou, and 
at the huge imperial pottery works of Jing- 
dezhen in Jiangxi province. Not until the ear- 
ly 18th century would any European pro- 
duce true, hard-paste porcelain, and even 
then for long afterwards Europe eagerly im- 
ported the Chinese product. 

It is usually said that the pottery works, 
notably at Jingdezhen, toiled at the emper- 
or’s beck and call. That is true, up to a point. 
Certainly the emperor was at times the big- 
gest customer, and sometimes his demands 
were too much to bear. In the early 1600s 
thousands of workers at Jingdezhen rioted 
over low pay and an order to meet a greatly 
increased quota of the delicate “dragon 
bowls” made for palace use; one man threw 
himself into the kiln to emphasise the work- 
ers’ plight. By then, the imperial potteries 
were in the hands of court eunuchs enjoying 
a greatly increased bureaucratic reach. Even 
after the Qing dynasty collapsed, and China 
was declared a republic in 1912, the court 
could still greatly affect demand: General 
Yuan Shikai, a would-be emperor, saw fit to 
order a porcelain dinner-set of 40,000 pieces. 

Yet imperial orders were not the only or 
even the main source of demand that 
pushed ahead the flowering of Chinese por- 
celain. For Song China saw an extraordinary 
intellectual and economic flowering too, 
and a rich urban class of scholars, landown- 
ers and merchants sprang up, eager to own 
the finest porcelain and other works of art. 

Whence the wealth? Abundant man- 








Art and technique 


power and skills were there for those pre- 
pared to organise them. The waterways of 
south-central China represented a vast and 
largely safe network for inland trade. And a 
seaborne trade developed from that, as the 
desire to export Chinese porcelain and silks 
brought forward developments in ship de- 
sign and in navigation—watertight bulk- 
heads, stern-hung rudders, the use of com- 
pass and chart—that Europeans adopted 
only centuries later. No dynasty had been sc 
cosmopolitan and outward-looking. Trade 
was better, said the Song emperor in 1145 
than taxing the people. 

This maritime bent lasted for three cen- 
turies more. Even the Mongols, sweeping in 
off the northern plains, took to the sea in 
their attempts to conquer Java and Japan 
The years 1410-20 saw the treasure-fleets ol 
the Ming dynasty, vanquishers of the Mon: 
gols, sailing far abroad. Admiral Zheng He 
led one expedition to East Africa, with 6: 
junks (amongst them the largest ships eve: 
built till then), 225 support vessels and, re 
portedly, 28,000 men. Such expedition: 
brought exotica back to China; witness the 
giraffe once presented at the Ming court 
They left Chinese porcelain as far afield a: 
the Great Zimbabwe empire. At Kilwa, tha 
great East African emporium of trade, the 
mosque’s dome was covered with Chinese 
blue-and-white porcelain bowls before Eu: 
rope had even woken for its Renaissance. 
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The Mongol empire 
One steppe 
back 





TPE Mongol horsemen had swept west- 
ward from what is now Russia into Hun- 
gary, Poland and eastern Germany. A year 
later, in 1242, to European bafflement and re- 
lief, they turned round and went back again. 
The main force, led by Batu, a grandson of 
the legendary Genghis Khan, retreated tothe 
Black Sea steppe. Batu’s cousin Guyuk, joint 
leader of the expedition, carried on still far- 
ther eastward, making for the Mongol capi- 
tal at Karakorum. The conquest of Europe 
could wait: the “great khan” Ogedei, son of 
Genghis and father of Guyuk, was dead, and 
the Mongol empire, stretching from north- 
ern China to southern Russia, needed a new 
boss. Guyuk proposed tostake his claim. 
The process would not be straightfor- 
ward. The Mongol chieftains were eager that 
the next great khan too should be a blood- 
descendant of Genghis. But there were no 
precise rules of precedence, and the imperial 
family was numerous. For outsiders, much 
hung on the choice. Ogedei had ordered the 
European adventure, and some members of 
_- the ruling family, notably Batu, still support- 
ed it. But others, perhaps including Guyuk, 
-had come to see it as a foolish distraction 
from the Mongols’ historic aim of conquer- 
ing and looting all China. 
- Certainly, the new great khan would 
have good cause to reassess Mongol strategy. 
“The empire was stretched thin across the 
Eurasian land mass. The conquest of China 
had grown markedly more demanding. 
MGenghis Khan had subdued China’s west- 
sem provinces almost unresisted in 1209. But 
Hit took him and Ogedei after him another 25 
ears to complete a conquest of the north. 
The rich southern provinces looked harder 
still. Their river-and-ricefield terrain was un- 
Mamiliar, and unfriendly, to the horseborne 
_ Mongols. Their Song rulers were wily tacti- 
ians. The conquest could (and in fact did) 
a several decades. 
"Hence the attraction of pursuing the ad- 
vance into Europe. Its lands were poor and 
Wackward when measured against China. 
#But its Christian armies looked easy to de- 
eat. There was trade, which could be taxed 
Wor silver. And the conquered Europeans 
savould add to the Mongols’ stocks of serfs 
sand soldiery. Besides that, delaying the as- 
ault on southern China for a few years 
¿would give more time to assimilate the 
“yorthern provinces into the Mongol empire, 
“educing the risk of an insurrection there, 
“vere the campaign in the south to go badly. 
On the other hand, a European expedi- 
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tion would serve mainly Batu’s private inter- 
ests, Genghis Khan had given Batu’s branch 
of the family suzerainty over new westem 
additions to the empire. Sceptics could well 
ask why the empire should rally to invade 
Europe just for Batu to take the profit. 
Personal antagonism between Guyuk 
and Batu went back many years. Its depth 
may explain why, while Guyuk rode on east- 
ward, Batu stopped on the Volga. He may 
well have reckoned that Guyuk would in- 
deed win the top job (as, after a short inter- 
regnum, he did) and that it would be wise to 
be at a safe distance when that happened. 
Perhaps this suited both men: let Guyuk be- 
come number one, while Batu would keep 


Muslims and Hindus 


Multicultural Akbar 


NDIA has always been a spiritual rainfor- 

_ est, teeming with religions and their muta- 
tions. Fittingly, its greatest rulers have been 
as notable for their spiritual experiments as 
for their political ones. Ashoka, who ruled 
the Mauryan empire, India’s first, at its apo- 
gee in the third century before Christ, was a 
convert to Buddhism. Jawaharlal Nehru, In- 
dia’s political leader to independence from 
British rule in 1947, and its first prime minis- 
ter, was born into a high-caste Hindu family 
and became a resolute secularist. Mahatma 
Gandhi, his saintly fellow-worker for inde- 
pendence, was a devout Hindu, but chal- 
lenged the orthodox with his campaign 
against untouchability. When political ge- 
nius encounters India’s sectarian profusion, 
it seems to breed a wayward spirituality. 

No ruler took more liberties with his reli- 
gion than Akbar, the greatest of the Mughals, 
the Muslim dynasty that dominated India 
between the early 16th and 18th centuries. 
Like Ashoka and Gandhi, Akbar constructed 
a religious ideology that served to hold to- 
gether a diffuse polity as it fed his own soul. 

It began with pragmatic policies of toler- 





his command, but settle per- 
manently on the Volga. The 
pasture was fertile, and there 
were easy revenues for the tak- 
ing from Russian cities and 
Caspian caravans. On its own, 
his army—the “Golden 
Horde”, as awestruck local 
Slavs were later to nickname 
the newcomers—could domi- 
nate the region. 

And thus, crucially for both 
Europe and Asia, it turned out. 
Though Guyuk was preparing 
for war with Batu when he died 
at Samarkand in 1248, the em- 
pire turned east. The next great khan butone, 
Khubilai, moved his capital to Beijing and in 
1279 the remnants of the Song dynasty went 
under (literally, in a huge sea-battle). 

Yet the Mongol triumph was short-lived. 
The western khanate, soon more Turkic (and 
Muslim) than Mongol, was smashed by a 
Moscow-led alliance in 1380. In China, Mon- 
gol rule was torn by repeated tensions be- 
tween those faithful to their nomadic tradi- 
tions and those ready to assimilate with the 
Chinese. In 1368 a Chinese rebel became the 
first of the Ming emperors; and the dynasty, 
from Manchuria, that succeeded these in the 
17th century brought all Mongolia under 
Manchu control. 
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ance. Akbar had inherited the throne, at the 
age of 13, in 1556. In 1579 he abolished the jizi- 
ya, a tax imposed on all but the poorest non- 
Muslims. This was the most notable in a se- 
ries of measures to recruit the Hindu major- 
ity and others to the cause of unifying and 
expanding his empire. He could be ruthless: 
his troops massacred 20,000-25,000 .non- 
combatants after a four-month siege of Chi- 
tor, a nearly impregnable Hindu fortress in 
Rajasthan. But he preferred incentives to co- 
ercion. He defeated the war-like Rajputs, but 
gave them rank and married their prin- 
cesses, who were permitted to conduct Hin- 
du rites in the harem. The Mughal-Rajput al- 
liance was a bulwark of his empire. 

Akbar’s liberalism in religion buttressed 
his other achievements. His generalship 
widened and enriched the Mughal empire. 
His administrative and fiscal innovations 
underpinned it for a century after his death. 
Not least, he fashioned a multicultural nobil- 
ity into a kind of meritocracy, through a sys- 
tem of ranks dependent not on inheritance 
but on imperial favour. 

Yet it is Akbar’s religious tolerance that 
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Akbar: not quite an apostate 


marks him—a fierce autocrat in politics—for 
his special place in history. It sprang as much 
from his character as from calculation. He 
was curious. Wondering whether speech 
was leamed or innate, he had several infants 
reared in silence to find out. He is credited 
with innovations in textiles and artillery 
alike. Unable to read, perhaps because of 
dyslexia, he loved learning and disputation. 
He was subject to bouts of melancholy and 
what were probably epileptic fits early in life. 
He saw these as spiritual experiences; maybe 
they gave his curiosity a religious twist. 

As his reign progressed Akbar moved 
ever further from Islamic orthodoxy. He 
built a capital, Fatehpur Sikri, around the 
tomb of a Sufi (Islamic mystic) saint who had 
prophesied the birth of his heir. Later he took 
to inviting clerics from various religions, in- 
cluding Portuguese Jesuits from Goa, to de- 
bate their faiths. 

He collected the opinions of everyone, especially 

non-Muslims, retaining whatever he approved of, 
lamented a Muslim historian at his court. 
The Jesuits were no happier: 

The king cared little that in allowing everyone to 

follow his own religion he was violating all, 
one of them wrote. They saw in him 

the common fault of the atheist, who refuses to 

make reason subservient to faith, accepting noth- 

ing as true which his feeble mind cannot fathom. 
“If this is the definition of an atheist, the 
more we have of them the better,” Nehru 
commented acidly 350 years later. 

Eventually, Akbar came up with hisown 
“religion of God”, more a fraternal order, 
headed by himself, than a religion, based on 
a creed of harmony among peoples and a 
practice that involved making disciples of 
his leading nobles. Unsurprisingly, Muslim 
clerics saw this as blasphemy. 

Eventually, it became official policy to 
discourage, if not to prohibit, Islamic forms 
of prayer. Akbar paid the price in an abortive 
rebellion by his son, claiming to be a defend- 
er of the faith. Akbar softened towards Islam 
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thereafter, and is thought to have 
died, in 1605, a Muslim, not an 
apostate. 

His descendants-had learned 
the lesson—the wrongone. Succes- 
sively, they became ever less toler- 
ant. A century later, in 48 years of 
rule, his irreproachably pious and 
deeply bigoted great-grandson 
Aurangzeb tore down Hindu tem- 
ples and revived the jiziya—and a 
Hinduconsciousness that after his 
death was to help pull the Mughal 
empire apart and let in the British. 

They, like Akbar, tried to deal 
equally with their diverse sub- 
jects. But the tensions remained; 
the Indian cliché that these were 
largely due to a British policy of 
“divide and rule” is a self-excusing 
fantasy. As British rule faded, Mus- 
lim leaders demanded and in 1947 got a 
country, Pakistan, of their own. India’s new 
rulers stuck to their belief that the state must 
remain above religion. Even so, Hindu hege- 
monists have recently come to the fore there. 

Yet Akbar’s fusion of religions is not quite 
dead: there is a Hindu village in the Kulu val- 
ley of the Himalayas whose local god is a re- 
incarnation of him. 
eee | 





Japan and the world 


Go home 


T WASin the castle town of Shimabara east 
_ of Nagasaki, with smouldering Mount Un- 
zen in the background and the pine-covered 
hills of Kumamoto across the bay, that some 
20,000 Christian peasants rose up against 
the Tokugawa military dictatorship in 1637. 
Even with vastly superior forces, it took the 
shogunate months of bitter fighting to put 
them down. But by 1638 thousands of the 
peasants and their samurai mercenaries had 
been slaughtered. Though many more had 
gone underground, where they and their de- 
scendants practised their faith in secret for 
the next 200 years, Japanese throughout the 
country were forced to register at local Bud- 
dhist temples and barred from alien faiths. 
The Catholic church today recognises 3,125 
Japanese martyrs from the Tokugawa era. 
The defeat of the Shimabara rebellion re- 
versed a century of Christian advance in Ja- 
pan. Francis Xavier, a Jesuit missionary, had 
arrived in 1549, and counted Japan as one of 
his greatest successes. By 1615, more than 
500,000 of its 18m people had been convert- 
ed by Xavier and his Portuguese followers. 
From the start, the Tokugawa shoguns— 
from 1603 leyasu Tokugawa, then his son Hi- 
detada, then from 1632 a grandson, lemitsu— 














had viewed the Christians, with their reli- 
gious intolerance and allegiance to a foreign 
pope, as a subversive force that must be con- 
tained. That became all the more urgentonce 
local war lords, like the great Date in north- 
ern Japan, converted to Christianity. Had 
not the Tokugawa leadership in Edo (Tokyo) 
systematically persecuted the Christians 
and then all-but stamped their religion out 
after Shimabara, Japan might today look for 
its theology to Rome (and perhaps in its eco- 
nomy be akin to Brazil?). 

The Shimabara uprising also gave the 
shogunate the last excuse it needed to purge 
the country of foreigners completely, and to 
tighten even further its own stranglehold on 
foreign trade. The shoguns knew, from the 
accounts of visitors from Goa, Malacca and 
Macau, that after the European traders came 
the missionaries—and after or with these the 
soldiers. 

In the early 16008, leyasu’s political re- 
unification of Japan was still a fragile thing. 
His brilliant predecessor, Hideyoshi Toyo- 
tomi, had encouraged a profitable trade with 
the Europeans. Ieyasu, favourable at first, 
soon came to deem the risk of subjugation 
by foreigners, with their formidable ships 
and weaponry, too high a price to pay for the 
wealth it brought his exchequer. 

So the squeeze began. The English sur- 
rendered their trading contracts in 1623, 
mainly because the Tokugawa restrictions 
made the business unprofitable. The next 
year the Spanish were forced to leave, for 
aiding underground missionaries. Then in 
1639 the Portuguese, long associated with the 
Jesuits, were expelled; and their envoys were 
executed when they turned up again hope- 
fully from Macau a year later. Only a small 
enclave of Dutch traders was allowed to re- 
main, thanks to their non-proselytising Prot- 
estantism, along with visiting Chinese—all 
confined to a small island in Nagasaki bay. 
Meanwhile, the construction of ocean-going 
ships was banned. Japan was cut off. 

Its centuries of isolation, from 1639 to 
1853, were not thrown away. The Tokugawa 
era (1603-1868) put an end tocenturies of war- 
fare, ushering in a longer period of peace and 
stability than most nations have ever en- 
joyed. With virtually no foreign trade, the 
state was financed entirely from agricultural 
taxes. That meant misery for millions of or- 
dinary Japanese. But because Ieyasu’s mili- 
tary machine was no longer needed to sub- 
jugate warring clans and keep the foreigners 
in check, the army was allowed to dwindle 
and its costs with it. And instead of being 
sword-wielding warriors, the educated sam- 
urai officers were transformed into pen- 
pushers for the sprawling bureaucracy 
needed by the highly centralised adminis- 
tration that Ieyasu had put in place (and 
which remains largely intact to this day). 

Such a concentration of power engen- 
dered prolific patronage. Much of the Japa- 
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nese high culture and creative wealth that 
we know today, from wood-block prints to 
kabuki theatre, blossomed during this era of 
seclusion. And by turning inward upon their 
own thoughts, the Japanese were free to de- 
velop an enduring notion of their own cul- 
ture and identity. It is this national heritage 
from the relatively recent Tokugawa era— 
not the inheritance from some mythical Ya- 
mato two millennia ago, as nationalists like 
to think—that endows today’s Japanese 
with traits, tastes and talents that mark them 
out from their Asian neighbours. 

But in technological, political and social 
developments, the Japanese paid a heavy 
price for their centuries of self-imposed iso- 
lation. They were abreast of Europe in such 
fields—even ahead in some—until the end of 
the 16th century. But they missed out on the 
intellectual tempest that later struck the 
West, bringing it the industrial revolution 
and such notions as individual rights and so- 
cial justice. Japan has paid dearly ever since, 
as it struggled tocatch up with western ways 
of thinking. Even now, this isone reason why 
it still lacks the confidence to make a moral, 
intellectual and political contribution to 
world affairs to match its economic one. 
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Mission 


— sq EUROPE'S—and later Ameri- 
ie ca’s—export of Christianity 
found few takers in Asia. In India, it took 
real root only in the long-Portuguese en- 
clave of Goa (where St Francis Xavier lies 
embalmed, minus a toe bitten from the 
corpse by an over-zealous devotee). Later 
British rulers saw missionaries as an irri- 
tant; Hindus and Muslims largely ignored 
them. The Catholic church did better in 
French Indochina; with sundry Protestant 
sects, in China; and, till it was crushed 
there, in Japan, In Indonesia, both Portu- 
guese Catholics and Dutch Protestant 
clergy left enough converts to figure in eth- 
nic tensions today. 

The big exception was the Philippines. 
The Spanish ruled there for 330 years, and 
nowhere in their empire did the church, 
well into the 19th century, enjoy more 
power. Though its friars in part provoked 
the independence movement of the 1890s, 
they left a largely Catholic nation today. 





The decline of empire 


Gandhi, salt and 


N MARCH 12th 1930 Mohandas Karam- 

chand Gandhi set off with 78 disciples 
from his ashram in western India ona 350-ki- 
lometre trek to the coast. Twenty-five days 
later he stepped into a hollow, scooped up a 
handful of mud and salt, and announced to 
a throng: “With this salt I am shaking the 


freedom 


foundations of the [British]empire.” 

Was he? Gandhi's symbolic flouting of 
the tax on salt, “the only condiment of the 
poor’, did not end British rule; that took an- 
other 17 years and a world war. Though seen 
by thousands, and detailed to millions by 
the media (three Bombay film teams were on 
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Marching for self-rule and self-sufficiency 


hand), the “salt march” ap- 
pealed to the middle class 
more than to the poor, and 
barely stirred the Muslim 
minority, a blow to Gand- 
hi’s ideal of Indian unity. 

Yet, more than any oth- 
er event, the salt march, ex- 
emplifying his tactic of 
non-violence, gave India’s 
struggle for liberation its 
Gandhian stamp. His idea 
was toexpose injustice, and 
shame the unjust into end- 
ing it, by shifting the perils 
of resistance on to the vic- 
tim; his hope was to enno- 
ble both. 

The worthiness of the 
liberated was as precious to 
him as liberation. In a 
speech near the end of the 
march, he said: 
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A worthier exception lay in the South 
Pacific islands and New Zealand. 


The societies of religious persons who have, 
with so much piety and fervour, undertaken to 
propagate Christianity in the islands of the 
Southern Ocean, must be greatly pleased with 
the success of their first great effort. They have 
undertaken the generous task with the spirit of 
the purest benevolence, and at a most season- 
able period, when they may happily correct the 
mischiefs which the previous visits of Euro- 
pean navigators inflicted upon these remote 
people. The missionaries found in these luxuri- 
ous islands all the temptations which the for- 
mer navigators had so richly described; but 
their piety triumphed over every seduction, 
and their narrative acquires additional interest 
from thecandid manner in which they state the 
amorous perils that they underwent. 


So wrote the Hampshire Chronicle from 
that south-coast English county, when the 
British missionaries arrived back there in 
1799. And, for once, Europe’s version of its 
mission abroad was roughly true. 


I observed that you had provided for the night 
journey a heavy kerosene burner mounted on a 
stool, which a poor labourer carried on his head. 
This was a humiliating sight. This man was being 
goaded to walk fast. I could not bear the sight. I put 
on speed. But it was no use. The man was made to 
run after me. The humiliation was complete. If the 
weight had tobe carried, I should have loved tosee 
someone among ourselves carrying it... 


—as he might usefully have said sooner— 


...We would soon dispense with both the stool 
and the burner. If we do not quickly mend our 
ways, there isno swaraj|self-rule} 


Town-bought milk and vegetables and 
incandescent lamps also aroused Gandhi's 
indignation. An Indian journalist who was 
there recorded the result: 


As soon as he started his speech, his inner anguish 
started flowing. He asked how, when millions 
were not able to feed themselves even once in a 
day, we satyagrahis [truth-warriors] could indulge 
insuch excesses. Lakhs [hundreds of thousands|of 
huts in lakhs of villages were drowned in dark- 
ness, because no rupees could be found for even a 
small oil lamp. How could we burn petromax 
lamps? His words pierced our hearts. One by one, 
the lamps were extinguished. The meeting was in 
darkness, except for a small lantern near Gandhi. 


India never fully shared Gandhi's dream 
of a small-scale, self-sufficient economy, its 
swadeshi (own-country) garments made of 
hand-spun yarn hand-woven on home 
looms. Soon after independence in 1947, it 
was building giant, state-owned steelworks. 
But the Mahatma (great soul), murdered in 
1948 by a Hindu fanatic, remains revered. 

— m 
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The scramble for Africa 





The Europeans were slow to seize black Africa, ruthless in doing so, harsh 
when they had done it—but by no means doers only of harm 


F ALL the targets of European empire- 

builders, Africa was nearest; and “black 
Africa” among the least advanced. Yet, save 
for its far south, it was the last to be grabbed. 
Its coast had been known to Europeans for 
centuries and was dotted with their trading 
posts. But until around 1860 the interior was 
protected. Fevers killed off intruding white 
men, roads were few and cataracts blocked 
access by river. 

Then, setting off from their enclaves 
along the shores, European explorers began 
to walk old Arab trade routes. They 
searched for the truth of ancient 
stories about the dark continent 
and the sources of its mighty 
rivers. By 1862 they had 
reached the source of 
the Nile. A little later, 
they traced the route of 
the Niger. They con- 
firmed the reality of 
Africa’s fabled riches— 
ivory, gold, diamonds, 
emeralds, copper. Entre- owe 
preneurs also saw that, in- 
stead of buying crops like cot- 
ton or palm oil from its villagers, they could 
set up plantations and use cheap local la- 
bour to work them. Africa was becoming too 
valuable to be left to the Africans. Besides 
these were violent, savage and backward, in 
need of Christianity and civilisation, were 
they not? 

Yet, ripe for takeover as Africa was, the 
European grab for it was neither inevitable 
nor consistent. Britain at first opposed a 
carve-up, but ended with the richest parts: 
today’s South Africa, Ghana and Nigeria. 
Belgium's King Leopold H was one of Eu- 
rope’s least powerful rulers. But once he had 
carved out the Congo basin as a personal 
fief, other countries were quick to stake 
claims. Otto von Bismarck, chancellor of the 
strong new Germany, put in a bid for huge 
chunks of East and West Africa. 

Europeans, quick to fight each other at 
home, were loth to do so for slices of a conti- 
nent that they barely knew. Besides, it would 
set a bad example to the natives. So in 1884 
the powers met in Berlin to share Africa out. 
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In some areas, ignorant of people and geog- 
raphy alike, they made frontiers simply by 
drawing straight lines on the map. 

The Africa they seized was technologi- 
cally in the iron age, and politically divided 
into several thousand units, some based on 
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paying tribute to their conquerors. Much of 
the continent was in turmoil, as slaving 
gangs sent out by some of its own rulers 
spread war and sent communities fleeing. 
Some Africans resisted the takeover, but 
the Europeans, no slouches at savage vio- 
lence, most often swept their spear-wielding 


armies aside with the Maxim gun and re- 
peater rifle, and brutally crushed local resis- 
tance. Much of Africa gave in without a fight, 
its kings signing away their sovereignty with 
a thumb-print. Many allied with the intrud- 
ers, maybe believing that these would not 
stay long and would give help against some 
local rival. Some tried to play one set of Euro- 
peans off against another. Others were over- 
awed by technology: the kingdoms of north- 
em Nigeria surrendered to forces, led by a 
handful of white men, far smaller than their 
own. By 1914 Europeans ruled all of Africa, 
bar Liberia, the state founded by America for 
its ex-slaves, and Abyssinia (Ethiopia), an 
ancient kingdom which had fought off the 
Italians in 1896. 

Posing as parents to Africans, Europeans 
counted them, taxed them and ordered their 
communities into tribes—or, where true 
tribes did not exist, invented them. Mean- 
while, the best land was taken for planta- 
tions, and the minerals dug out and shipped 
off to be processed in Europe (a division of 
labour—and, inversely, of profits—-which, 
except in South Africa, largely continues to- 
day). The storehouse was steadily exploited, 
but Africans saw little of its wealth. 

Yet not all was oppression, nor plunder. 
King Leopold's arm-choppers were no im- 
provement on the past; Christian missionar- 
ies mostly were. Europeans brought schools 
and hospitals; and order, and the start of 
modern administration, on which inde- 
pendent states would later be built. 

Not late enough, thought many colo- 

nial administrators. The European occu- 
pation of black Africa was short-lived 
barely a generation in some areas. After the 
second world war (in which many Africans 
died fighting for the Allies), America wanted 
an end to European imperialism, and Afri- 
can leaders, often socialist and aided by the 
Soviet Union, wanted self-rule. In Algeria, 
Kenya and Rhodesia, white settlers tried 
to keep power by force, but in time lost 
support from “home”. White South Afri- 


cans—far more numerous and longer in 


place-—held out into the 1990s, but, facing 
unrest and outside pressure, had to give up. 
It is too soon to draw up a balance-sheet 
of colonialism. Perhaps the Africans’ worst 
loss was not of land or power but self-re- 
spect, as the newcomers taught them that 
their ways, cultures and gods were inferior 
and should be abandoned. The alien religion 
put in their place often caught on; but the Eu- 
ropeans kept their version of politics, which 
arguably was indeed superior, for use at 
home, merely chucking Africa a few tattered 
pretences at it as they lowered the flag. Africa 
was left both psychologically and politically 
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impoverished. Much of it still is so. 

The result today is a continent of states 
stranded between its old ways and modern- 
jty. African rulers grabbed the European- 
style institutions bequeathed to them, but 
nearly everywhere ran them into the ground, 
without creating new ones based on African 
traditions and values. Whose fault was it? In 
1998, on the 100th anniversary of the battle of 
Omdurman, the British ambassador to Su- 
dan was asked if he planned to apologise to 
his hosts for that butchery of their Mahdist 
forefathers resisting invasion. “Why not?” he 
said, “as long as we also apologise for the 
roads, hospitals, schools and university; in- 
deed for creating a country called Sudan.” 
pa 


The Turkish empire 


Goodbye to the 
Mamluks 








N AUGUST 1516, on the plain of Marj Dabik 

in northern Syria, an Ottoman army 
smashed the forces of the Mamluk sultan of 
Cairo. The Turkish victory abruptly ended 
Cairo’s 500-year domination of the central 
lands of Islam. For 400 years, half the Medi- 
terranean and mostof the Arab world would 
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henceforth be ruled from Constantinople. 

The event stunned contemporaries. 
Since taking power in Cairo in the 13th cen- 
tury, the Mamluks—a samurai-like regime of 
mercenary slaves turned masters—had been 
the mightiest force in the Middle East. It was 
they who chased the crusaders out of Pales- 
tine, they whose superb cavalry fought off 
Genghis Khan and his Mongol army in 1260. 

A later Mongol onslaught, led by Tamer- 
lane, who seized Damascus and then, in 1401, 
sacked Baghdad, had left Cairo the greatest 
city in Islam. The Mamluk empire stretched 
from Alexandria to Aleppo, and far to the 
south-east beyond Mecca. It monopolised 
the global spice trade, driving Portuguese 
venturers around the Cape of Good Hope, 
and Spanish fleets to the Americas, in search 
of alternative sources. 

The shock was not just that this mighty 
empire had been beaten. The scale of its de- 
feat was appalling. The 75-year-old Mamluk 
sultan, Qansuh al-Ghuri, had marched to 
Syria in style. His magnificent train included 
50 camel-loads of gold, and 40 huge illumi- 
nated Korans. Besides the chiefs of all Cairo’s 
courts and guilds and dervish orders, he had 
brought along the caliph, Mutawakkil, latest 
of the Abbasid family, whose lineage as titu- 
lar leader of Islam extended back 800 years. 
For the past 250 of them, Mamluk sultans 
had used these powerless caliphs as props to 
legitimise their own rule. 

The battle was over in 20 minutes. As it 
began, the commander of the Mamluk left 
flank pulled his troops out. This treachery (it 
earned him an Ottoman governorship) as- 
sured the rout of the Mamluks. The sultan 
was killed, the caliph shipped to Constanti- 
nople as a prisoner. The Abbasid line had 
ended, and Ottoman rulers would now 
claim its perquisites. The Ottoman sultan, 
Selim the Grim, on entering Aleppo insult- 
ingly dispatched a lame clerk leaning on a 
cane to take the citadel, where al-Ghuri had 
parked his camel-loads of treasure. 

Within a year the rest of the Mamluk 
realm had fallen. Within 20 the Ottoman 
Turks ruled almost all the Arab world, except 
for distant Morocco and Oman. One battle 
had transformed an essentially European 
power into a great Islamic-Mediterranean 
empire. Selim’s successor, Suleiman the Mag- 
nificent, was now the richest potentate on 
earth, Servant of the Holy Places and Com- 
mander of the Faithful. 

With 480 years of hindsight, the fall of 
the Mamluks looks less surprising than at the 
time. The forces at Marj Dabik were not bal- 
anced. The 20,000 Mamluks relied on tactics 
and equipment perfected in the 13th cen- 
tury. The highly trained, horse-mounted ar- 
chers at the core of their army were no match 
for Ottoman foot-soldiers wielding new- 
fangled arquebuses, nor for the Turks’ dead- 
ly light artillery. The Ottomans’ logistics, 
with separate corps for transport, engineer- 
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ing, food supply and surgery, enabled them 
to keep 60,000 men in the field. 

The Ottomans also represented a new 
kind of thinking. The regimes they replaced 
were feudal and venal. In the Mamluk realm, 
non-Muslims had been tolerated, but only 
just. The Ottomans had a different vision. 
Like the British in 19th-century India, they re- 
spected local grandees. They also installed a 
cohesive system of taxes and administra- 
tion. Customs tariffs were kept low, and for- 
eign merchants welcomed. Enjoying nearly 
autonomous status, the empire’s large reli- 
gious minorities prospered. For all its later 
decay, in its early centuries the Ottoman em- 
pire was an outstanding success. 

Yet the very success of its system sowed 
the seeds of future trouble. As a loose collec- 
tion of sanjaks, beyliks, bishoprics and rab- 
binates, tied to Constantinople with the 
flimsiest of threads, the peoples of regions 
like the Balkans and the Middle East got 
along fairly well. But schisms would eventu- 
ally arise. Ethnic and religious nationalism, 
those gloomy fashions of the 2oth century, 
were to make the Ottoman mix explosive. 
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Slavery 


Guilty parties 





N HIS memoirs, published in England in 
1789, Olaudah Equiano told how, as a 
child in what is now Nigeria, he was stolen 
into slavery: 
One day, when all our people were gone out to 
their works as usual, and only | and my dear sister 
were left to mind the house, two men and a wom- 
an got over our walls, seized us and, without giving 
us time tocry out, stopped our mouths, and ran off 
with us into the wood. Here they tied our hands 
and continued tocarry us as far as they could. 


Equiano, separated from his sister, was 
sold to an African chief, who sold him on toa 
trader, who took him to the coast and sold 
him in turn toan English slave ship. When he 
was taken aboard, and saw its wild, long- 
haired, red-faced crew, and a large cauldron 
on the deck, he fainted, thinking these sav- 
ages were about to eat him. No such luck: he 
was on the way to the West Indies. 

Between the mid-15th century and the 
late 19th, 12m Africans, about a third of them 
women, made that voyage. Whites had 
found a new world, and needed blacks toex- 
ploit it. Seized—by other blacks, not whites— 
force-marched to the coast carrying ivory or 
copper, then inspected like animals, sold 
and crammed into ships, they made the 
30-40-day voyage chained and forced to lie 
in their own ordure and vomit. Then taken 
out, inspected again and resold, they were 





Forced march 


branded and forced to dig in mines, clear 
land, plant and harvest sugar. Much of this 
while Europe enjoyed the Enlightenment. 

British, French, Spanish and Portuguese 
were all guilty. Yet not alone. In Africa, slav- 
ery was accepted as the norm in most societ- 
ies. Before Europeans arrived, and long after, 
millions of Africans were marched north 
across the desert by Arab traders. Most had 
been taken in war. The guns given in ex- 
change helped wars to multiply and grow 
larger. Prisoners who might earlier have 
been absorbed into the victor’s army or 
workforce, or killed, were now fed to Euro- 
pean and American ships seeking human 
cargo, from Gambia round to Mozambique. 
Other Africans were sold as slaves because 
they owed a debt; some even by their own 
families. Some, like Equiano, were simply 
grabbed; though only in the early years by 
Europeans, because that upset relations 
with the African coastal kings, who wanted 
to keep control of the trade. 

Though brutally mistreated, slaves were 
not cheap. In 1753 a slave on the Gold Coast 
(now Ghana) cost £16 (say, £1,000 or $1,650 in 
today’s money); in the West Indies he would 
fetch £35. In the 19th century that margin 
widened. The price was mostly paid in 
goods, cloth, liquor, iron bars, guns and 
swords, The slave ships’ owners and those of 
sugar and cotton estates made fortunes. 
They invested in land and grand houses, 
some Britons in the industrial revolution. But 
Africa’s slaving kings and entrepreneurs 
seem to have squandered their profits. They 
left no great political or commercial empires. 

Though a few African kings and Euro- 
pean traders refused to join in the slave 
trade, Europe took 300 years to reject it. Me- 
dieval Christianity and Islam both forbade 
the enslavement of their own adherents, but 
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saw nothing against enslaving unbelievers; 
indeed thought it might bring them salva- 
tion. Christians also saw black people as de- 
scendants of Ham, and therefore eternally 
cursed. Later, the slavers, sea captains and 
ship-owners alike, believed Africans would 
be better off as slaves in America than in Af- 
rica; in Brazil rebellious slaves could be sent 
back as a punishment. Some Africans, like 
young Equiano, thought the Europeans were 
cannibals who bought people to eat them. 
Gradually in the 18th century an anti- 
slavery lobby built up in Europe, notably in 
Britain, the superpower of the seas. In 1772 
Lord Mansfield, a judge, ruled that a run- 
away slave there could not be forced back by 
his master to the West Indies. The ruling was 
interpreted (questionably, but this was the 
effect) as confirming that there could be no 
slavery in Britain. In America, it created fears 


that Britain might try to abolish slavery in its 
colonies. The desire to maintain slavery was 
not the least motive for the American war of 
independence, in which some blacks fought 
on the British side. In 1807 Britain banned the 
slave trade, and began using its navy to stop 
it. But slavery itself did not end in the British 
Caribbean until 1838, in the United States (in 
practice) 1865, in Spanish-owned Cuba 1886, 
in Brazil 1888. The memory of slavery and its 
lasting social effects sour race relations in Eu- 
rope and America to this day. 

In Africa slavery lingers on in pockets; it 
was Officially abolished in Mauritania only 
in 1980. Yet, except in areas like that, border- 
ing the Sahara, where blacks were tradition- 
ally enslaved by lighter-skinned desert peo- 
ples, slavery and the slave trade left no social 
stratification, and they figure little in popu- 
lar consciousness today. 





Zulu power 


From Shaka to Inkatha 


HE young Scot, Charles Maclean, head- 
ing north across the Tugela river in 1825, 
could scarcely believe his eyes. 
The heaps of human skulls and bones blanching 
the plains were sad monuments of the fearful con- 
flicts that had annihilated whole tribes. 


Mile after mile of territory lay bare, kraals 
battered and razed, emptied of all human 
life. Those who had survived the invasion 
had fled in terror and scattered. This was the 
mfecane, the crushing, an explosion of sav- 
age wars and migrations which gave rise to 
_ the Zulu nation. Much of it was 
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provoked by a young warrior 
named Shaka kaSenzangakhona. 

Born in about 1787, Shaka had 
his own brother killed so he could 
seize the Zulu chieftainship. At the 
time, the broad swathe of land 
from Delagoa Bay in today’s Mo- 
zambique, south-west to the Dra- 
kensberg, in South Africa, was a 
patchwork of villages and clans. 
Keen to grab fresh pastures for 
grazing, and new cattle to feed the 
fledgling armies of their chiefs, 
these clans began toclash. 

The Zulus were not the only 
aggressors. Much of the mfecane 
of the interior was carried out by 
rivals. But Shaka and his disci- 
plined regiments were the ulti- 
mate victors, crushing such adver- 
saries as the mighty Ndwandwe in 
bloody battles during which Sha- 
ka perfected his tactics. Most fam- 
ous of these was the “bull’s horn”, 
whereby a rival army was en- 
closed on both flanks by an ad- 
vancing wall of Zulu warriors, 
armed with shields and the stab- 
bing assegais, short spears, that 
Shaka had invented. 

Shaka is celebrated in Zulu 








“The slaughter 


== NORTH AMERICA had its 
ma bears and bison, foxes and 
beavers, Australia its kangaroos and 
dingos, Asia its wild horses and ante- 
lopes, lions and monkeys; but only in 
Africa were the plains and forests roved 
throughout the millennium by count- 
less species of beasts in innumerable 
herds. Even now, that is true in game 
parks there. But the herds have dwin- 
dled, as men have multiplied. Not only 
for that reason, though, nor is worry as 
recent as wildlife-lovers may suppose. 
Witness London's middle-brow Strand 
Magazine in 1896: fe 
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folklore as the grandfather of the nation that 
he forged out of conquered tribes and clans. 
Others see him asa ruthless tyrant. One story 
suggests that he ordered a pregnant woman 
slit open to see whether the baby lay in her 
womb as in that of a cow. Legend has it that, 
when Shaka’s mother died, he killed those 
whodid notcry loud enough. 

By 1828, when he in turn was killed by his 
own brothers, Shaka had ruled as king of the 
Zulus for 12 years. During the mfecane, some 
2m people had been slaughtered. A multi- 
tude of tiny clans had been consolidated into 
a few stronger nations: the Matabele, the 
Swazi, the Sotho and, above all, the quarter- 
million-strong Zulu people. 

Fratricide was the making of the Zulu na- 
tion, and its undoing. Infighting tore the Zu- 
lus apart 150 years later, when descendants 
of Shaka in white-ruled South Africa dipped 
into the potent mythology surrounding him 
to found a Zulu cultural movement, Inkatha. 
Secretly armed by apartheid security men, 
this unleashed terror and blood in 20 years of 
political battle in Zululand against the multi- 
ethnic African National Congress. 
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Oil and politics 


Gushers of 
weakness 


| oe haa ago were using oil tomake 
roads. It has driven much of the recent his- 
tory, and money, of the Middle East, which 
holds two-thirds of the world’s known re- 
serves and pumps a third of its output. Yet 
less than 100 years ago, oilmen doubted if the 
region would be of much commercial use. 

Rather, they did until May 28th 1901, 
when William D'Arcy, an Englishman rich 
from gold-mining in Australia, won a 60- 
year concession to prospect in most of Per- 
sia. In 1908 he struck big at Masjid-e-Sulei- 
man, in the south. By 1913 a 215-kilometre 
(135-mile) pipeline joined his field to a refin- 
ery on Abadan Island. Oil began to flow, and 
it was clear that fortunes would be made. 

By outsiders, that is. Governments in the 
region were weak and poor. Only foreigners 
had the skills or finances to pump and ship, 
or refine, the oil. The British dominated at 
first, after their government signed a con- 
tract with D’Arcy’s company in 1914 to sup- 
ply the Royal Navy, now switching from 
coal, and readying itself, under a gung-ho na- 
vy minister, Winston Churchill, for war with 
Germany. The British government also in- 
vested £2m in the company, which in time 
became state-controlled, under a new and 
later famous name: British Petroleum. 

Once D'Arcy had shown that Persia was 
awash with oil, the Middle East oil rush be- 
gan. First French companies, then American 
ones (in 1928, backed by heavy pressure from 
Washington to get them in) joined it. Oil was 
struck in Iraq in 1927, in Bahrain in 1932, in 
Saudi Arabia in 1935, in Kuwait in 1938. 

Even so, in 1938 the region supplied only 
5% of world oil output. And Middle East gov- 
ernments were almost as marginal in the re- 
gion’s oil industry. They owned no part of it, 
and had no say in management. They col- 
lected royalties and that was all: about 6 
cents a barrel, on oil which during the 1914-18 
war had reached about $3.50. 

Only in the 1950s did the 50-50 split of 
profits between government and company 
become the norm; and Iran’s attempt to na- 
tionalise its oil in 1951 was sabotaged by Brit- 
ish and American subversion of its prime 
minister. Not till 1973, when Arab states con- 
certedly rammed up the oil price during an 
Israeli-Egyptian war, could the Middle East 
claim to be, more or less, master of its own 
underground resources. Even then, it was to 
discover that no commodity cartel can very 
long be master of the market. 
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The Arab world and Europe 


Suez 


SHOCK struck the western world on July 
26th 1956: Gamal Abdul Nasser, presi- 
dent of Egypt, had nationalised the Suez Ca- 
nal. These Gyppos neither should nor could 
run the vital waterway on their own, cried 
the outraged. Britain and France, clinging by 
post-war fingernails to the shreds of Middle 
Eastern overlordship, spluttered that Nasser 
must not be allowed to get away with it; be- 
fore long, their governments were compar- 
ing him to Mussolini, even Hitler. 

Nasser acted after the United States, for 
political reasons, suddenly withdrew a pro- 
mise of aid to build a high dam at Aswan, on 
the Nile. It was an obvious way to hit back at 
a perfidious West; canal tolls should pay for 
the dam, he said. Besides, why should any- 
one complain? There would be compensa- 
tion, and the company’s concession was 
near its end anyway. But of course the West 
complained. It still saw the Middle East as its 
fief. To ensure the canal’s safe and open oper- 
ation—and it was indeed vital to western oil 
supplies at the time—it must be internation- 
alised. Britain and France went further: if 
Nasser did not agree, he must be made to- 
and if that meant overthrowing him, fine. 

The Egyptians in fact showed that they 
could run the canal perfectly well (and still 
do, though the supertankers whose develop- 
ment its seizure helped to inspire have less- 


ened its importance). To Britain 
and France that was not the 
point. They carried on plan- 
ning for war; and got a very 
ready Israel, secretly, to join in. 

The three conspirators’ 
motives varied. With “Nasser’s 
hand on our windpipe”, the 
British feared both for their oil 
and their links to imperial out- 
posts farther east. France, fight- 
inga long war to retain its Alge- 
rian colony, wanted to stop 
Egyptian help for the rebels. To 
Israel, Egypt was its most dan- 
gerous enemy. 

The plot was crude. The ca- 
nal had been dug in the 19th 
century with French and Egyp- 
tian effort and money. But the 
British, de facto rulers of Egypt 
from their bombardment of 
Alexandria in 1882 until its 1952 
revolution, had long treated 
the strip each side of the canal 
as their own. Agreed, then: Isra- 
el would finda pretext to attack 
Egypt, the other two would in- 
tervene to “separate the com- 
batants” and safeguard the canal—and 
would take the canal zone back again. 

Militarily, the operation went more or 
less to plan, but slowly—slowly enough to let 
it become a political fiasco. Growls from the 
Soviet Union persuaded America’s Presi- 
dent Dwight Eisenhower that his allies were 
playing too risky a game to be allowed to go 
on. Israel was told to withdraw its troops, or 
forfeit American aid. Britain was left without 
a helping hand as its modest currency re- 
serves flooded out. The venture, which had 
split British opinion, collapsed. 

With it, European influence in the Mid- 
dle East drained away. American and Rus- 
sian influence grew: from then on, the region 
figured large in cold-war politics. Boosted by 
the attack, Nasser became both leader and 
symbol of a heady new pan-Arab national- 
ism, socialist (in theory) and self-confident. 
In Iraq, a pro-British regime was toppled in 
1958. Algeria, Europe’s last sizeable Arab col- 
ony, won independence in 1962. 

Yet the idea of pan-Arab nationalism, 
dominant for a time, was short-lived. After 
several failed attempts at unity, Arab leaders 
stopped talking about it. Their humiliation 
in 1967 by Israel, long since reinstated in 
American favour, ended the bombast. Au- 
thoritarianism flourished on, but socialism 
had few defenders. Nasser kept power until 
his death in 1970, and remained a legend, but 
not an example. By the mid-1970s, an Egyp- 
tian president was seeking peace with Israel, 
good relations with America and free-ish en- 
terprise at home. And a new force, Islamic 
fundamentalism, was round the comer. 
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Do you believe in fairies? 


T A time of year celebrated in much of the 
world as a season of goodwill—and one, 
moreover, capped by millennial fervour— 
politicians could be expected to come up 
with the odd grand gesture. Few come gran- 
der than that unveiled by the British gov- 
ernment this week: “Britain ends third-world 
debt,” blurted one newspaper headline. If 
only. Like so many Christmas presents, the 
content of this one does not live up to the 
wrapping. In that sense, Britain’s latest offer is 
no different from the lavish promises made in 
recent months by other rich nations—notably 
America—about relieving the debts of the 
poorest countries. Such promises favour big, 
round numbers—in Britain’s case a juicy £5 billion ($8 bil- 
lion)—and soft-focus millennial visions. Nothing wrong with 
that, of course, were it not for the devils lurking in the detail of 
an important debate about how to help the poor. 

There are at least three reasons why such offers of debt re- 
lief often turn out to be less generous than they seem. First, 
they tend to be based on a flawed assumption: that, without 
“relief”, the debt might one day be paid back. In fact, much of 
it is already hopelessly irretrievable. Hence the perverse effect 
in some cases of the Heavily Indebted Poor Countries (H1PC) 
debt-relief initiative, launched by the imr, the World Bank 











and donor countries in 1996. Strictly applied, 
it would actually have increased some coun- 
tries’ annual debt-service payments (Mali’s, 
for example). Instead of freeing resources in 
the debtor countries, the initiative reallocated 
them among its creditors. It offered relief, for 
the first time, on loans from the International 
Monetary Fund and the World Bank. Most of 
these were being serviced, because the IMF 
and the rest are preferred creditors, and to de- 
fault on loans from those institutions is in ef- 
fect to resign from the international system. 
But the nrc scheme also covered bilateral 
debts to sovereign creditors—many of which 
the borrowers had long ceased paying. If there 
were a secondary market, these loans would be trading at no ` 
more than a few cents in the dollar. 

Which is a second, related reason why so many debt-relief 
announcements mislead: they almost invariably use figures 
based on the face value of the debt, which bears little or no re- 
lation to a realistic expectation of how much might be repaid. 
Since rich-country lenders have tended not to write the debt 
off, the nominal value actually keeps on rising even without 
fresh lending. The magic of compound interest has cast such 
an evil spell that, in sub-Saharan Africa, for example, two- 
thirds of new sovereign debt since 1988 has been incurred to 
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-< LEADERS l . 
refinance arrears and capitalised interest. So the true cost of 
the Hipc package of relief for 41 of the poorest countries is a 
mere fraction of the headline figure of $100 billion. 

Third, show-stealing politicians naturally like to talk 
up the importance of each new step in what has become a 
lengthy debt-relief process. They prefer to see headlines cov- 
ering the cumulative effect, rather than yet another refine- 
ment of an existing scheme. Britain’s latest offer, for instance, 
is in any event conditional on the proposed beneficiaries’ 
meeting the criteria for the Hirc scheme. Like other gov- 
ernments, Britain had already agreed to forgive all aid loans, 
and 90% of trade-related credits. That proportion has now 
been raised to 100%. While marvelling at this generosity, it is 
also worth recalling that—as for many rich countries—most of 
Britain’s poor-country debt is made up of export-credit guar- 
antees. These were originally subsidies not just to the impov- 
erished buyer, but also to the rich-world seller. 


For this relief 


To some extent, the competition to take political credit for 
debt relief is an inevitable response to the “Drop the Debt” 
campaign, whose famous cheerleaders include pop stars, 
sporting heroes and holy men. When Bob Geldof, a rock star 
turned businessman and secular saint, tells Tony Blair to “do 
this thing”, as if debt forgiveness were a guitar riff, you have to 
wonder whether this is how policy should be made. 

It may seem a rather good thing that a popular campaign 
has made an unpalatable idea—spending rich taxpayers’ 
money on poor foreigners—seem trendy. And Britain’s rivalry 
with America for leadership of the global debt-relief move- 
ment also carries benefits: countries are now making unilater- 
al concessions rather than waiting for consensus. 

Yet there are serious objections to setting corrupt and 
spendthrift borrowers free from their obligations. “Moral haz- 
ard” worries do not apply to insolvent Hirc countries them- 
selves. But relief may make future borrowers take their debts 
less seriously. Also, the criteria for choosing the beneficiaries 
of debt relief will always be unfair (why 41 countries, not 427), 






particularly to poor countries that have struggled against the 
odds to pay their debts. 

In addition, the inflated expectations now surrounding 
debt relief carry dangers: that debtor countries start believing 
that default brings benefits; and that, in the rich countries, tax- 
payers revolt against the apparent generosity being lavished 
on their behalf towards developing countries. Certainly those 
taxpayers would be right to question their governments’ past 
use of their money. The mess the poor countries are in is the 
fault not just of their own governments, but of those that kept 
lending them money. Too often development aid was squan- 
dered: to curry political advantage among a ruling elite; or to 
subsidise home-country exports. 

So should one sneer at all this good cheer? Not at all. None 
of this is to argue that debt-relief is necessarily misguided or 
has gone too far. Rather, it is to argue for care in the way it is 
implemented and restraint in the way it is proclaimed. As a 
group, the 50 or so poorest countries in the world spend more 
than twice as much on debt service as they receive in overseas 
aid. That does not make sense. Most, it is true, are on their 
beam-ends mainly because their governments are corrupt 
and inept. They borrowed unwisely, frittering the proceeds 
away on personal enrichment, or on grandiose projects or ex- 
pensive weapons. 

This simply means that the Hirc scheme is right to have 
safeguards intended to ensure that the spending of any mon- 
ey freed by debt relief is closely monitored. Creditors cannot 
send liquidators into a defaulting country as they can into a 
bankrupt company. They can, however, insist on a proper au- 
dit. It means, too, that rich countries should think more care- 
fully about subsidising their own exporters to sell to the poor. 
The debt campaigners, their main point won, should perhaps 
switch their attention to ending this corruption of aid. 

Debt campaigners are right that the new century ought to 
bring a new deal between rich and poor countries, and that 
the rich can afford to do more for the world’s poor. Debt relief 
is an important way of helping them. But it is not—and cannot 
be—a magic wand. 
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Russia's new Duma 


A fresh start, perhaps—but don’t bank on it 


L COULD have been a lot worse. For one thing, the election 
to fill Russia’s lower house of parliament, the Duma, was 
more or less free and more or less fair, despite some dirty 
tricks and the bias of the state media towards parties favoured 
by the Kremlin. That in itself was an achievement, in the land 
of Stalin and Ivan the Terrible. Secondly, the parties that 
would run Russia even worse than those already misgovern- 
ing it now look less likely to win power than they did before— 
either as the motor of a new administration or as the force be- 
hind the new president due to take office next summer., 

For the Communists, in particular, this was a bad election. 
Despite winning more seats than any other party, they now 
seem unable to capture more than a quarter of the vote. Un- 
less they shed most of their old-fashioned policies—and 
therefore become less worrying—they are unlikely ever to win 
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the presidency, which holds much more power than the Du- 
ma and is therefore a much bigger prize. The vote for the par- 
ties on the anti-democratic, overtly militaristic, Slavophile 
right went down too, which was heartening, even if it could 
be explained by the increasingly nationalist appeal of almost 
all the mainstream parties. However, it was reassuring that as- 
sorted would-be reformers did better than expected. 

To some extent, the election’s victor was the current prime 
minister, Vladimir Putin, an ex-kGB man who, after only four 
months in the job, promises a mixture of iron fist and econ- 
omic reform. He did not actually lead a party into the electoral 
fray, but he blessed the most ebullient of the newcomers, a 
party called Unity, better known to ordinary Russians by its 
symbol, a bear. He also has friends in the Union of Right-Wing 
Forces, which includes among its members several radical re- 
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formers, and which also did better than expected. 

So there are some grounds for hope. With luck, the new 
Duma will prove more ready than its predecessor to co- 
operate with President Boris Yeltsin, which could bring an 
end, for the six months or so until the end of his term, to years 
of drift, stalling and squabbling with the Kremlin. The Duma 
will be doing Russians a favour if it now gets down to doing its 
proper job, notably passing a budget and bringing in sensible 
laws to simplify the tax, land and investment codes. Even be- 
fore it does that, though, it should encourage the government 
to find a peaceful end to the war in Chechnya. Now that the 
campaign is over, and with it the competition among candi- 
dates to outdo each other’s chauvinism, Russia has a chance to 
make a fresh start. 

Whether it will take it is much less certain. For the election 
also had some big winners that were much less cheerful: dirty 
money, media manipulation, crude sloganeering, xenophobic 
nationalism. The extraordinary rise in Mr Putin’s popularity is 
almost entirely due to his so far brutally efficient handling of 
the war in Chechnya. And the success of the Unity party rest- 
ed largely on its grasp of Mr Putin’s coat-tails. It was notably 
loth during the campaign to elaborate on anything that might 
be described as a policy. 

As far as Chechnya is concerned, neither Mr Yeltsin nor 
Mr Putin shows any sign of a willingness to negotiate. On the 
contrary, Mr Putin’s career now seems firmly dependent on 
the success of unrelenting military force. Unless he takes his 
moment of electoral victory as the time to change strategy, he 
could be making a historic blunder. Already, the Russians’ 
wholesale bombing and indiscriminate killing of civilians 








Rwanda revisited 


A look back at the biggest bloodstain on the world’s conscience in the 1990s 


OFI ANNAN, the United Nations secretary-general, was 

brave to set up an inquiry which he knew would be criti- 
cal of his role in the un’s failure to stop the genocide in Rwan- 
da in 1994. When the killing started, the un dithered; it then 
turned its back while some 800,000 people were slaughtered. 
The report, drawn up by a group under Ingvar Carlsson, a for- 
mer Swedish prime minister, does indeed show that Mr An- 
nan acted as an ultra-cautious bureaucrat, who urged his staff 
to stick strictly to their mandate in the midst of murder, asked 
for information not action and, worst of all, failed to follow 
up a crucial telegram that gave warning of impending 
planned genocide. Coming barely a month after an extensive 
piece of self-criticism by Mr Annan for his role, and the un’s, 
at the time of the Srebrenica slaughter in Bosnia in 1995, this 
report amounts to quite a catalogue of mistakes. 

It is not, however, just the un’s peacekeeping department, 
which Mr Annan was in charge of at the time, that comes in 
for criticism. The Carlsson report also blames Boutros Boutros- 
(Ghali, then secretary-general, those responsible for the uN 
peacekeeping mission in Rwanda, the Security Council and 
the un’s members in general. The blame is spread wide. 

Mr Annan has apologised to the Rwandan people for the 
Jn’s failures. Should he have resigned? He would certainly 
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have been out of all proportion to the alleged crimes of the 
terrorists against whom the war is supposedly being fought. 
Having resulted in countless deaths and the flight of at least 
200,000 Civilians, these tactics promise to poison relations not 
just with the Chechens but with Muslims much farther afield. 
And even if Chechnya’s capital, Grozny, is captured, the Che- 
chen problem will not disappear. Guerrilla warfare and more 
terrorism will probably ensue. In any event, it is still possible 
that the Russians will get a bloody nose, as they did in 1994-96. 


Too soon to be Putin on the ritz 


In that event, Mr Putin’s popularity could plummet and Rus- 
sian politics could soon return to its old paralysis. That is far 
from unthinkable: what the Duma election shows above all is 
the changeability of Russian politics. In barely a decade, par- 
ties advocating variously absurd panaceas have shot up and 
down as fast as Mr Yeltsin has hired and fired his prime min- 
isters. Mr Putin, untested as he is, and lacking any known 
views, looks pretty spry today. In three months’ time, he could 
be as tattered as any of his predecessors. President Putin? In 
Russia only fools make firm predictions. 

Mr Putin would certainly be foolish to base a presidential 
campaign on the prospect of military victory in Chechnya. 
The West, perhaps in the shape of the Organisation for Securi- 
ty and Co-operation in Europe, should persist with offers of 
mediation. If Mr Putin wants to show the world that he is 
more of a statesman than a bully-boy, he would be wise to ac- 
cept such offers. That, in turn, might enable him to demon- 
strate that he has a vision for his country that goes beyond the 
range of a howitzer and a pile of dead Chechens. 








have set a new standard in international public life had he 
done so. But his resignation alone would not have been right. 
First, several other individuals were also culpable. Second, 
he—unusually among bureaucrats—has admitted publicly to 
his errors, seems to have learned much from them and is now 
trying to get agreement on some new principles for un inter- 
vention in similar situations. 

Some good will come of the Carlsson report if it helps to 
win recognition of two lessons. One is that, when terrible 
atrocities are being carried out, or are about to be, the un must 
not maintain its habitual neutrality. The desire to be neutral 
led the un’s Secretariat to get its political analysis of Rwanda 
wrong in the first place. It then led, the inquiry concludes, to 
the failure to correct it when the peace effort had collapsed. 
Neutrality may be fine when un members are exercised about 
border disputes, but not when one side starts the mass obliter- 
ation of the other. Then it is time to take sides. 

The second lesson is that the un—whether Secretariat or 
Security Council—should not threaten the use of force unless 
it is prepared, if necessary, to use it. Unfortunately, the UN op- 
eration in Rwanda relied, like many others, on a threat of force 
that the Security Council was not prepared to endorse. In De- 
cember 1993, the un had mandated some 2,500 UN troops to 
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monitor a peace agreement drawn up by Rwanda’s (Hutu- 
dominated) government and the (mostly Tutsi) rebels, and to 
“contribute to the security” of the country’s capital, Kigali. 
When the civil war turned into the one-sided extermination of 
Tutsi civilians, the un’s bluff was called. First, the Security 
Council cut the peacekeeping force. Then, when the killing 
was nearly complete, it gave France permission to intervene 
with a much stronger mandate than the one it had given to its 
own peacekeepers. Eventually, it created a new un force for 
Rwanda. This took months to get into place, because of foot- 
dragging by un members, particularly the United States. 


The failure of the West 


In retrospect, this seems at best like incompetence, at worst 
like callous indifference. But the crucial failure of political will 
was not the fault of uN officials. The Rwandans were let down 
most of all by the permanent members of the Security Coun- 
cil—and not, for once, China and Russia, but America, Britain 
and France. The Carlsson report criticises them obliquely, but 
does little to examine their individual roles in the disaster, per- 








haps because it was unable to question closely the grandee: 
the Security Council. Though it had complete access to UN 
cords and any un official, it interviewed no British represer 
tives and was allowed access only to American and French 
ficials who were peripheral to policy at the time. Perhaps 
inquiry into what their governments failed to do—or preve 
ed being. done—would get closer to the real reasons for ! 
un’s failure in Rwanda. 

And what would happen were another genocide to bre 
out in some remote corner of the world tomorrow? A parac 
of the end of the cold war is that, though the countries on ' 
Security Council are now unconstrained by the fear of start 
a nuclear exchange between the superpowers, they have li 
political interest in intervening in a country like Rwan 
which is of no economic value or strategic importance | 
brimming with practical dangers. If outsiders are to interve 
to stop such butchery in such places in future, it will alm: 
certainly be for humanitarian motives. All the more reason 
ensure that the un, especially the great powers that can fri 
trate it or make it work, learns the lessons of past failures. 





Niceties about names 


It’s time to give the next decade a title 


AMES can be such awkward things. Ask a Rick O'Shea, 

Ed Ache or Eric Shun and you'll be told that the wrong 
one, often dreamt up in the high spirits surrounding a birth, is 
a burden for life. Children of celebrities must endure terrible 
liberties: Paula Yates, a plainly named but far from plain Brit- 
ish television personality, named four of hers Fifi Trixibelle, 
Peaches, Pixie and Heavenly Hirani Tiger Lily. Everyday folk 
may also suffer by association—think of those who share Ms 
Lewinsky’s moniker—or by an unfortunate coincidence be- 
tween name and profession. Bob Flowerdew is a splendid 
name for a gardener, but Bill Crook is not so helpful for an ac- 
countant. “The name of a man”, wrote Marshall McLuhan, “is 
a numbing blow from which he never recovers.” 

Arguably, that is also true of other bits of nomenclature. 
Since the days of Adam, man has busily tagged his things and 
thoughts, and, more recently, even his increasingly careful 
measures of time. And he has been nothing if not demanding: 
decades and eras have gained not just a noun but also an ad- 
jective. The “hungry forties” summed up times of want in Brit- 
ain 150 years ago. This century the twenties have roared in 
America and the sixties have swung in Britain. Even lesser de- 
cades have had labels: the depressed thirties, the square fifties 
and the greedy eighties. 


Wired and bold, but not too serious, please 


Now comes a challenge. So far, the next decade is unbaptised. 
An adjective, in advance of actually experiencing the period, 
would be too much to expect. But a noun is needed to follow 
on from the seventies, eighties and nineties. But what? The 
problem is all those zeros. 

There is no shortage of candidates for the new name. One 
website (www.namethedecade.com) has instituted a competi- 
tion to decide on one. Among the 40 or so candidates are the 
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millies, the singles, the two-thousands, the two-cs, the zips 
zippies, the blanks, the o-somes, the zeros and the “tainties’ 
“cause it taint the nineties, and it taint the teens”. 

Democracy, Internet-style, may be one way to find an a 
swer, and readers may well wish to make their votes cou 
But only after proper reflection and even—despite this e-ere 
respect for history. At the last century’s turn a similar proble 
was solved when the first decade became known as the nir 
teen-hundreds. Follow that principle and we will soon ent 
the twenty-hundreds. Too fuddy-duddy and pre-millenni: 
Some prefer instead the y2x (Year Two Thousand) as the fi: 
of the p2x, and the p2x the first of the c2x. 

This would be a terrible shame: no sooner had we rid ot 
selves of the perhaps-awful-but-certainly-awfully-named y: 
bug than we would be bugged by a whole algebraic era. Son 
people, faced by that ghastly prospect, favour various perm 
tations of zeroes instead. Yet the ohs, triple-ohs, trios, nougk 
or the (minimalist) nils and nulls all fail to inspire—althou; 
the zeroes were reckoned, by one British polling company, 
be a popular choice among the public. Equally the o-os, pr 
nounced as the “uh-ohs”, are really too apprehensive. 

Fortunately, some good names remain available. The m 
lies, or the millie-nillies, could be popular and appropriate 
millennial. But they are surely too flighty. One can proud 
boast of being a child of the swinging sixties: who would wa 
to be.a child of the silly millie-nillies? The aughts or naugh 
could also tempt, but lack the satisfying “ties” which give ot 
er decades’ names a pleasing ring at the end. So there can | 
only one solution, which fortunately can already be found c 
the popular lists: a name which has the right tone, rhythi 
and sense of fun, yet won’t saddle the next generation wit 
distracting connotations. It must be the naughties. 
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The IMF is looking for world-class economists— 
women and men from its 182 member countries—with significant 


work experience handling economic policy issues at the national level. 


IMF recruitment teams will interview candidates at the 


American Economic Association meetings in Boston January 
7-9, 2000. If you wish to apply, please send your resume 
preferably by fax or e-mail no later than December 30. 
The composition of the IMF staff reflects the diversity of its 
member countries and special emphasis is placed on 
achieving a balanced nationality and gender mix. 


To find out more about the job requirements for these vacan- 
cies (or simply to learn more about the IMF and what we do), 


please contact us on the internet at: 


www.imforg/recruitment 


Applications should be sent to Alieu Demba, 


quoting ref. No. RD0024B at: 
e-mail: recruit@imf.org 


fax: (202) 623 7333 


International Monetary Fund, 
Recruitment Division, |S9-100, 
700 19th Street, N.W., 
Washington, D.C., 20431, U.S.A. 





CHIEF EXECUTIVE 


Six figure salary 


Ashridge is an Educational Charitable Trust devoted 
to executive education, organisation consulting and 


management research (in a recent survey 
by the Financial Times Ashridge was 
ranked one of the top ten in the world 
in terms of the quality of its Executive 
Education). 


Ashridge generates a revenue of £24 
million per annum from its portfolio 


of development services and employs 380 people, 


including 80 academic staff. 


The Ashridge Governing Body now seeks to 
appoint as its next Chief Executive a person 
of exceptional calibre to provide executive yn 


and academic leadership and to succeed Fá 
i ARC 


ASHRIDGE 


Berkhamsted, Hertfordshire 


Michael Osbaldeston who is leaving after ten years 
in the post to take up the position of Head of 


Global Learning at Shell International 
Corporate Centre. 


Interested individuals may obtain full 
written particulars (including how to 
apply) from the College’s appointed 
Consultants, Saxton Bampfylde Hever 
ple by telephoning + 44 181 466 4126 


(24 hours) not later than Friday 14 January 2000 


quoting reference GXPAVE. 


ADVERTISED RECRUITMENT AND CONSULTANCY 


The closing date for applications will be Friday 
21 January 2000. 


Ashridge Trust is an Equal 
Opportunities Employer. 


A PRACTICE WITHIN SAXTON BAMPFYLDE HEVER 51S 
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The Inter-American Development Bank, 

the largest regional multilateral development institution, 

based in Washington, DC, USA, is currently reviewing 
applications for an: 


Economist - Agriculture and Natural Resources 
(Code: LB/E-A&NR/TE) 


To work in the design, evaluation, supervision and administration of 
the Inter-American Development Bank operations in the agricultural 
sector, 


PRINCIPAL FUNCTIONS: Responsible for the analysis of projects 
in agricultural development and the management of renewable natural 
resources, especially in one or more of the following fields: a) rural 
development, b) research and transfer of technology, c) land titling, d) 
irrigation and water management; e) agricultural marketing and trade. 
Perform analysis of the agricultural and renewable natural resources 
sector as part of the process for the planning and development of new 
projects. Must have knowledge of agricultural policy (prices, foreign 
trade, land market, agricultural financing), and of the practical and 
theoretical aspects of the sustainable management of natural 
resources, 


REQUIREMENTS: Education: Master’s degree in Agricultural 
Economics. A Ph.D. with concentration in Agricultural Economics is 
desirable. Experience: Minimum eight (8) years of relevant 
experience related to agricultural development, analysis of 
agricultural policy, management of renewable natural resources in 
developing countries, with particular emphasis on Latin America. At 
least two (2) years should be at the international level. Languages: 
Excellent command of oral and written English and Spanish. 
Knowledge of Portuguese desirable. 


Financial Specialist - Financial Sector 
(Code: LB/FS-FS/TE) 


PRINCIPAL FUNCTIONS: a) Provide technical analysis and 
advice on: i) financial sector reviews including macroeconomic 
impact and sector performance; ii) financial sector reform, iii) 
commercial banking operations, iv) linkages between the financial 
sector and other interrelated sectors, such as basic infrastructure, 
housing, municipal development, and private sector development; v) 
non-bank financial intermediaries such as pension funds, and 
insurance markets; vi) capital market development both at the 
national and sub-national levels; vii) privatization and restructuring; 
b) lead project teams, conduct policy dialogue with country 
authorities: c) provide technical and operational support for 
identification, design, planning and execution of Bank projects. 


REQUIREMENTS: Education: Master's degree (Ph.D. preferred) 
or equivalent in Finance or Economics. Capable of working 
independently and leading Bank's operations including travel to 
countries to provide policy advice and technical assistance. 
Experience: Minimum of ten years of experience at the national and 
international level (including at least 6 years in the financial sector 
and capital markets area). Experience in the design, planning and 
evaluation of financial services to sub-national entities, housing and 
basic infrastructure, an advantage. Languages: Proficiency in 
Spanish and either English or Portuguese. 


Interested applicants should send cover letter and resume (in 
duplicate), including salary history, by January 15, 2000 to: 
Inter-American Development Bank Stop E0507, 1300 New York 
Avenue NW; Washington, DC 20577 USA; or Fax (202) 623-3014. 


For additional information on these and other positions of interest, 
please refer to our Vacancy Announcements at: 
http://www.iadb.org/dpa/jobposti.htm 


As a reflection of its commitment to its borrowing member countries, 
the Bank may require staff to accept assignments in both country 
offices and headquarters. Only applications which best match the 
requirements of the position will be acknowledged. 

The IDB encourages gender equality in its hiring practices. 

























COMMONWEALTH SECRETARIAT 


SPECIAL ADVISER AND 
HEAD OF PERSONNEL & STAFF 
DEVELOPMENT DEPARTMENT 


The Commonwealth Secretariat, established in 1965, is the main 
intergovernmental agency of the Commonwealth, facilitating 
consultation and co-operation among member governments and 
countries. 

Candidates are sought for this post which becomes vacant in May 2000. 
Responsibilities encompass all aspects of HRM including strategic HR 
planning in an ever changing environment. The Special Adviser will be 
assisted by a small team of HR professionals who s/he will co-ordinate, 
lead, motivate and manage. 


Applicants must be nationals of a Commonwealth country and must 
have a good first degree plus relevant specialist qualifications at second 
degree or post-graduate diploma and longstanding experience in HR 
management at senior level preferably within an  international/inter- 
governmental organisation, 


Three year appointment in the first instance. 


Salary: £58,957 to £72,244 p.a. gross for UK residents, 
£37,416 to £44,304 p.a. net plus housing, education & other 
allowances for overseas appointee. 

Full details and application form from: 

Anuja De Silva, Personnel & Staff Development Department, 
Commonwealth Secretariat, Marlborough House, Pall Mall, 
London SW1Y 5HX, United Kingdom 
Tel: (44) 171 747 6178 Fax: (44) 171 747 6520 
E-mail: a.desilva@commonwealth.int 


Commonwealth Secretariat Website: http://www.thecommonwealth.org 
Closing date: 1 February 2000 


The Commonwealth Secretariat is an Equal Opportunity, Employer 


TRADE LAW AND POLICY ADVISORS 
IN EASTERN EUROPE AND EURASIA 


The Commercial Law Development Program of the US 
Department of Commerce seeks experienced attorneys to serve as 
advisors to Trade Ministries in the NIS and Central and Eastern 
Europe. Subject to funding, a position in Russia will be available 
in March 2000. Other positions in Ukraine, Moldova and Albania | 
may become available later in 2000. l 


Resident Trade Experts will be stationed in-country for one year or || 
more, They will provide technical assistance on WTO and other trade 
policy issues. Salaries are commensurate with those of US 
Government officials with comparable responsibilities, and overseas 
benefits are provided as appropriate. Successful candidates will have 
significant expertise in WTO issues (particularly accession), 
outstanding managerial and interpersonal skills and knowledge of the 


region. Prior Resident Trade Experts generally have had 10 to 30 
years of relevant trade law and policy experience. Significant 
experience in public and private sector policy-oriented work, overseas 
experience, cultural sensitivity, and local language proficiency are 
highly desirable. US citizenship and a JD are required. 


Interested parties should submit a cover letter specifying their 
areas of technical expertise, the position(s) for which they wish to 
be considered and a resume by close of business on Monday, 
January 17, 2000, to: Commercial Law Development Program, 
Office of the General Counsel, US Department of Commerce, 
Mailstop 5876, 14th and Constitution Ave., NW, Washington, 
DC 20230 (Attn: Resident Trade Expert Program). Facsimile 
submissions are welcome; send to fax number (202) 482-3244. 
Subject to funding, applications will be considered and positions 
filled on a rolling basis. Only successful candidates will be 
contacted. Application materials will not be returned. The US 
Department of Commerce is an equal opportunity employer; 
minorities and women are encouraged to apply. 
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Working on health and social care 
strategy with Ministers 


London up to £65,000 


The Department of Health is setting up a small 
team to work closely with Ministers: 


* developing the modernisation agenda in the 
medium term; and 


* helping to ensure that the tight linkages are 
made between different aspects of policy. 


We are looking for people from a range of 
backgrounds, capable of helping to develop 
policy at the highest level. For-all of the posts 
we are looking for: 


+ A high level of ability, with strong analytical 
skills and the capacity to think quickly; 
« Proven creativity; 


* Understanding the context for Government 
policy-making; and 

* The ability to command the confidence of 
Ministers. 


Some of the posts are likely. to be filled by 
people with a background in health policy or 
practice, economics, or change management. 


C) 


INVESTOR IN PEOPLE 
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The starting salary will depend on experience but 
will be in the range of £40,000 to £65,000 (more 
may be available for an ‘exceptional candidate). 
Relocation expenses may also be available. The 
appointment will be for a fixed term of two 
years. But there will be the possibility of 
extension or permanence depending on 
performance. Secondment and part-time working 
will also be considered. 


If you would like more information about the 
posts and details of how to apply, please 
telephone 0171-972 5815 (answer machine) or 
write to the Senior Civil Service Unit, 
Department of Health, Room 203A, Skipton 
House, 80 London Road, London SEL 6LH or 
e-mail scs-recruit@doh.gsi.gov.uk 


Please quote reference number P$20. The 
closing date for return of applications is 11 
January. Late applications. may be accepted by 
prior agreement. 


The Department of Health welcomes applications regardless of gender, 
race, disability or sexuality. 



























FOREST SERVICES DIVISION _ 
(FORESTRY COMMISSION,GHANA) 


VACANCIES ANNOUNCEMENT 


Under the Forestry Commission Act, 571, of 1999, the Forestry Department has become a Division of the Forestry Commission, to be 
known as the Forest Services Division (FSD). 


As part of the process to strengthen the senior management team, and to transform the Division into a business oriented, efficient and 
self-financing organization, FSD invites applications from talented individuals for appointment to the following top-level positions: 


A. Executive Director B. Operations Director (HFZ) 


The Executive Director is the head of the Division, and is The Operations Director, High Forest Zone, 
responsible for the day-to-day management of the Division, the Executive Director, 
answerable to tae commission through the Chief Executive. 


reports directly to 

and is responsible for the overall 

supervision and co-ordination of forest management and 

development activities. 

eee eae dehio aie Gs ee a The ideal candidate must possess good communication skills, 

efforts of top level professionals 4 ability to lead and co-ordinate the efforts of a team of regional 
ei ; ‘ T te managers and strong analytical skills. 


The job requires a minimum of a University degree in Forestry The job requires a minimum of a University degree in Forestry 
or related discipline. In addition, work experience of over ten or related discipline. The ideal candidate should have worked for 
years in a senior management position in a forestry or allied a minimum of eight years in a forestry or allied organization, 
organization / industry is required. part of which should have been ina managerial position. 





Compensation: The compensation package for the positions are negotiable. 
Mode of Application 


Submit detailed curriculum vitae with telephone contact number(s) to: 
The Chief Executive, Forestry Commission P.O. Box M.434, Accra, Ghana or 
Fax: (233) (021) 772728 or E-mail: Forest@africaonline.com.gh. 


Only shortlisted candidates shall be contacted. 





Closing date: Four weeks from date of first publication. 











Up To £45,000 + CAR + BENEFITS 





Few challenges are more interesting and satisfying - There is a significant line management role in your 
yet critical for the future - than that of developing and responsibility for a department of 20+ people 
nurturing the talents of young people and fitting engaged in the development of a broad range of 
them for the world of work of tomorrow. Our client is vocational qualifications for the wide variety of 

one of the leading organisations in this field, backed technical and managerial skills covered by the 

both by government and by the industry it serves. industry. You will also support a national framework 
This key role captures a wide range of issues from of education/business partnerships. 

ensuring the adequacy and provision of education and You will be a graduate, with significant experience of 
training for young people in this sector, through to education & training in a technical environment, and 
influencing government policy on the future structure with a track record of success in policy development 
of the education and training needs of the industry. in industry or government. You will have 

You will work closely with industry leaders to ensure demonstrable networking and influencing skills, and 
that the policies on education and training you you will have proven expertise of managing budgets, 
pursue are in the long-term interests of both the Projects and people. You will be a creative agent of 
industry and its people. You will build relationships change, able to describe the vision as well as lead 
with educational establishments, certification bodies stakeholders to the destination. 


and standards organisations to maintain quality 
assurance systems. 


Please send brief CV, including current remuneration, to Neil@Macmillaninternational.com or write to 
Neil Macmillan, Macmillan International, 1A Victoria Road, Harpenden, Herts AL5 4EJ. Tel: 01582 765657. 





MACMILLAN INTERNATIONAL 
Search & Selection 
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RAH REGULATOR 


Office of the 
Excellent Package 


This is a pivotal time for the rail industry, with high levels of growth, 
large investment programmes and new legislation in Parliament, Tom 
Winsor was appointed Rail Regulator in July and has established a new 
regulatory agenda. The Office of the Rail Regulator is therefore at the 
forefront of a politically important and high profile industry. 


The Office of the Rail Regulator is an independent public sector 
body and has a range of statutory powers, including the issuing 
and enforcement of licences, approval of industry contracts, and 
competition law powers. It uses these to regulate Railtrack's 
stewardship of the national rail network, investment in the 
industry, provision of consumer benefits, and other key aspects of 
rail service provision. Qur aim is to use our powers to create a 
better railway for passengers and freight customers. 


The economics team is small and influential. Qur current priority is the 
completion of the first periodic review of Railtrack's passenger access 
charges since privatisation. We also play an important role in 
providing advice on a wide range of issues central to regulation and 
competition in the rail industry, 

We are now seeking two new economists to join the team. The roles 
offer considerable challenge and will, principally, involve analysis of 
Raiitrack’s investment plans and efficiency and overseeing the 
financial modelling. There will also be exposure te.a full range of 
economics issues including the Competition Act. 


THE ENERGY CHARTER 
SECRETARIAT 


“=” ECONOMISTS 


Central London 


To be successful in these demanding roles, you will have: 


© a first degree in Economics. A further degree, in economics, 
finance, business or transport, would be an advantage 

e at least 3 years’ experience in consulting, economics or iridustry 

e a strong analytical background 

* an understanding of the economics of network industries, 
regulation, accounting or competition 

e excellent oral and written communication skills 

e enthusiasm and commitment to achieving the highest 
possible standards, 


These are permanent posts, starting salaries will be between €37,000 
and £47,500 dependent on the extent of the relevant skills and 
experience you are able to offer. A higher salary may be available for 
exceptional candidates. 


For further details and an application form, contact Shila Shah, 
Human Resources Administrator, Office of the Rail Regulator, 

1 Waterhouse Square, 138-142 Holborn, London ECIN 270 or 
telephone 0171 282 2051 (24 hour answer phone) quoting reference 
73/99. The closing date for completed applications is 12 January 2000. 


ORR is an equal opportunities employer. 


CAPITA RAS 


The Secretariat of the Energy Charter Conference, an international arganisation 
located in Brussels, is seeking a first class lawyer, to take up duties as soon as possible. 


The Energy Charter Treaty, which entered into force in April 1998, involves 51 States from West, East and Central 
Europe, the Baltics and the CIS, as well as Turkey, Australia, Japan and Mongolia, The Treaty establishes a legal 
framework for international energy co-operation including investments, trade, transit and dispute settlement. 

The Energy Charter Secretariat consists of a small multinational team of administrators, serving the Charter Conference 
and assisting Member States in implementing the Energy Charter Treaty. 

The incumbent will advise on all legal aspects of the Energy Charter Treaty and Related Instruments, including 
negotiations on new legal instruments (Protocols), for instance on energy transit, and on statutory issues of the Energy 
Charter Secretariat, 

The incumbent will have an excellent university law degree, oral and written communications skills and the ability to draft 
legal texts in English. Knowledge of other languages would be an asset, particularly Russian. 


Head 
of 


Advanced legal training in public international law is essential, as is practical experience, for instance in a national 
government, an international organisation or in the energy industry. 

A good knowledge of the functioning of international organisations and the process of drawing up and implementing 
international agreements,.as well as experience in law pertaining to fields relevant to one or more of the substantive areas 
of specialisation. covered. by the Treaty (especially international trade and investment law) is required. Practical 
experience of multilateral negotiations would be a valuable asset. 





Legal 
Affairs 


A fixed term contract of three years will be offered. Salary according to experience, up to AS on the Co-ordinated System 

/ (OECD) scale. 

The Energy Charter Secretariat is an equal opportunities employer. Candidates will be a national of a signatory country 

and should be under 60 years of age. There is no minimum age requirement, but given the qualifications and experience 

required for this post, it is unlikely that applications from candidates below 35 years of age will be successful, 
The-applications and curriculum vitae from potential candidates should be submitted to the: 

Head of Administration and Finance, Energy Charter Secretariat, Boulevard de la Woluwe 56, B-1200 Brussels, Belgium 

Email: encharter@encharterorg Fax: ++.32.2.775.98.01 Tek: +32.2.775.9800 www.encharter.org 
--as-soon as possible, to arrive no later than 1 February 2000. 
Only short-listed candidates will receive a written response, 
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Venezuela suffers 


Neh DEE 








The death toll from flooding 
and mudslides in Venezuela 
was said to be at least 10,000 
and perhaps five times as 
high. About 70,000 people 
were evacuated from stricken 
coastal areas. 


Colombia’s Farc guerrillas an- 
nounced they would observe 
a three-week Christmas 
ceasefire, lasting until Janu- 
ary 9th. Colombia’s president, 
Andres Pastrana, welcomed 
the ceasefire, which he had 
called for, but did not say 
whether the armed forces 
would observe it. 


Al Gore challenged his rival 
for the Democratic presiden- 
tial nomination, Bill Bradley, 
to forgo all television and ra- 
dio advertisements for the rest 
of the campaign and meet 
twice a week for a debate in- 
stead. Mr Bradley turned the 
offer down. 


Vermont's Supreme Court 
ruled that gay and lesbian 
couples were entitled to the 
same benefits and protections 
as heterosexual couples. It did 
not, however, confer a gay 
right to marriage. 


The United States’ Environ- 
mental Protection Agency 
ordered 392 power and manu- 
facturing plants in 12 states, in- 
cluding General Motors and 
Dow Chemical,-to cut their 
emissions by half before 2003. 


Journalists at the Los Angeles 
Times—furious at the paper's 
decision to publish a supple- 
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ment about the Staples Centre 
sports and leisure complex 
while also sharing the pro- 
fits with the centre—forced 
the editor to publish a 14-page 
special section detailing the 
paper’s involvement. 


Bomb and ballot 


Sri Lanka’s President Chan- 
drika Kumaratunga survived 
an attack by a suicide bomber 
in which more than 20 people 
were killed. In the presidential 
election three days later she 
was re-elected with 51% of the 
vote, down from 62% in 1994. 





Macau, a tiny colony that 
had been Portuguese since 
1557, was returned to China. 
Thousands cheered the entry 
of Chinese troops, believing 
perhaps that they would end 
the territory’s gang wars. 


Thailand'’s coalition govern- 
ment defeated by 229 votes to 
125 an opposition motion ac- 
cusing it of mismanaging the 
economy and condoning cor- 
ruption. 


The new Duma 


Russia’s Kremlin-backed Unity 
party, only three months old, 
became the second largest in 
the Duma, the lower house of 
parliament, after a general 
election. The Communists 
won most votes, without gain- 
ing ground. The prime minis- 
ter, Vladimir Putin, who 
should be able to co-operate 
better with the new parlia- 
ment, looks well set to bid for 
the presidency in the summer. 


POLITICS THIS WEEK 


Russian forces began to close 
in on Grozny, capital of the 
rebel state of Chechnya. But 
there were signs that the Che- 
chens were putting up fierce 
and effective resistance. 


The German government 
said it would cut corporate 
and income taxes by DM70 
billion ($36.1 billion) over the 
next five years. The top rate of 
income tax will go down from 
53% to 45%; a new basic rate of 
15% will replace the current 
23.9% by 2005. 


Helmut Kohl, Germany's 
chancellor for 16 years, admit- 
ted that he had received secret 
and therefore illegal donations 
worth up to DM2m ($1.2m) be- 
tween 1993 and 1998 on behalf 
of his Christian Democratic 
Union, but refused to name 
the donors. The public prose- 
cutor in Bonn, the former cap- 
ital, who is investigating the 
matter, is expected to decide 
before the new year whether 
Mr Kohl, who enjoys parlia- 
mentary immunity, is liable to 
prosecution. 


Italy’s prime minister, Mas- 
simo D’Alema, resigned amid 
wrangling within his coalition 
but two days later was asked 
to form another government, 
the country’s 57th since the 
end of the second world war. 


Mugur Isarescu, the head of 
Romania's central bank, be- 
came the country’s prime min- 
ister. His post at the bank will 
be kept open for him. 


British soldiers serving with 

NATO arrested General Stani- 
slav Galic, a Bosnian Serb 
accused of war crimes during 
the civil war in Yugoslavia. 


An inspector palls 


The un Security Council, with 
China, France and Russia ab- 
staining, created a new agency 
to inspect weapons of mass 
destruction in Iraq. Although 
the resolution made conces- 
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sions to the Iraqis, they reject- 
ed it before it was passed. 


Mohammad Khatami, Iran’s 
president, closed down busi- 
nesses set up and run by the 
country’s security services. The 
enterprises have prospered for 
more than ten years and have 
had particular success trading 
with European countries. 





Israel’s prime minister, Ehud 
Barak, admitted that a “pain- 
ful compromise” would be re- 
quired—the handing back of 
the Golan Heights—if peace 
talks between Syria and Israel, 
which restart in January, were 
to be concluded successfully. 


An independent inquiry, com- 
missioned by the United Na- 
tions, published a report that 
severely criticised Kofi Annan, 
formerly head of peacekeep- 
ing, now secretary-general, for 
failing to do more to stop the 
genocide in Rwanda in 
1994. Other un officials were 
also criticised, as were several 
members of the Security 
Council, notably the United 
States, though it did little to 
help the inquiry. 


Richard Holbrooke, America’s 
ambassador to the un, said 
Africa would be top of the 
UN’s agenda for the first half 
of 2000, when the United 
States will chair the Security 
Council. 


Zimbabwe's government, in 
a last-ditch bid to restore in- 
vestor confidence, issued strin- 
gent proposals for economic 
reform after missing macro- 
economic targets. 
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A Economist 


| Virgin weds 


Singapore Airlines agreed 
to buy 49% of Richard Bran- 
son’s Virgin Atlantic for a 
handsome £600m ($960m). 
The airlines’ routes comple- 
ment each other and code- 
sharing will start shortly. This 
may strain Singapore Airlines’ 

„relations with members of the 
Star Alliance, particularly 


Virgin will use the cash for its 
mobile-telephone and e-com- 
merce ventures. 





Burlington Northern Santa Fe, 
America’s second-largest rail- 
way system, and Canadian 
National Railway agreed to a 
coupling to create North 
America’s largest railway sys- 
“tem. The new company, to be 
‘called North American 
Railways, will run 50,000 
miles (80,000 km) of track 
stretching across the United 
States and the more populous 
: parts of Canada. 


Honda, Japan’s most inde- 
pendent-minded car compa- 
ny, entered into an unusual 
deal to supply engines to 
General Motors, America’s 
car giant. In return, Honda 
-will use diesel engines from 

“Isuzu, a GM affiliate; but the 
companies stopped short of 
any cross-ownership. 


An all-American $4.4 billion 
merger between Alcoa and 

: Reynolds, to create the 
world’s largest aluminium 
concern, has excited the inter- 
est of Europe’s competition 
watchdogs. Although most of 

į the amalgamated group’s in- 

terests would be outside the 
| gu, the company’s market 





WHE ECONOMIST DECEMBER 23RD 1999 


those with transatlantic routes. 





power could have competition 
repercussions in Europe. 


Chemical attraction 


| Pharma's market | 
Share prices, Nov 19th 1999=100. | 
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The frend for eonecidation| in 
the pharmaceuticals industry 
continued as Swedish-Ameri- 
can Pharmacia & Upjohn 
and America’s: Monsanto an- 
nounced a $27 billion merger. 
It is likely that Monsanto's 
agribusiness, battered by pub- 
lic suspicion of genetically 
modified crops, will be quick- 
ly spun off. Investors were not 
impressed and shares in both 
companies dived. 


The Canadian government 
sued R.J. Reynolds Tobacco 
for $1 billion alleging that they 
had conspired to smuggle ciga- 
rettes into Canada after the 
government tried to deter 
smoking by imposing big tax- 
es in the early 1990s. 


The likelihood of an agreed 
takeover of Britain’s Nation- 
al Westminster bank by the 
Royal Bank of Scotland all 
but vanished as NatWest'’s 
chairman, Sir David Rowland, 
turned down the Scottish 
bank’s offer of more than 22 
billion ($35 billion). NatWest 
has also rejected a hostile bid 
by Bank of Scotland, rps’s lo- 
cal rival, of nearly £25 billion. 


The European Commission 
appeared ready to investigate 
a £152m ($245m) government 
subsidy for BMW’s Rover car 
plant in Longbridge, England. 
The subsidy would be allowed 


„only if an alternative plan to 


locate work in Hungary is 
shown to be genuine. 


Honeywell International, 
an American industrial con- 
glomerate, agreed to buy Pitt- 
way, a maker of security sys- 
tems, for $2 billion as part of 
planned series of acquisitions 
following AlliedSignal’s recent 
purchase of Honeywell. 


In another setback in Europe 
for the soft-drink giant, Italian 
competition authorities fined 
Coca-Cola Italia and its 
bottling operation 30.6 billion 
lire ($15.9m) for anti-competi- 
tive marketing practices after 
an 18-month investigation. Co- 
ca-Cola said it would appeal. 


BP Amoco appeared to have 
reached a settlement with 
TNK, a Russian oil company, 
after the American govern- 
ment had suspended approval 
of a $500m loan to TNK, pur- 
portedly because of Chechnya 
and Russia’s economic mess. 


Unwanted gift 


In the tough business of mo- 
bile telecoms there is little 
time for goodwill: Vedafone 
AirTouch’s Christmas pre- 
sent to Mannesmann’s 
board will be the launch of a 
hostile bid on December 24th. 
Valued at around $135 billion, 
it will be the biggest hostile 
bid ever. 


SK Telecom, South Korea's 
largest mobile-phone operator, 
acquired Shinsegi, the coun- 
try’s third-largest, giving it a 
market share approaching 
60%. A wave of similar merg- 
ers is expected to follow. 


Qwest Communications, 
an American telecoms compa- 
ny in the throes of a merger 
with us West, signalled its 
switch to the big league by an- 
nouncing that it will move its 
listing from Nasdaq’s high- 
tech exchange to the New 
York Stock Exchange from the 
beginning of 2000; and will be 
known. simply as Q. 


Cisco Systems, an American 
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BUSINESS THIS WEEK 


data-networking company, is 
reported to be considering a 
joint venture with Pirelli, an 
Italian company (better 
known for its tyres) which 
now derives well over half its 
revenue from fibre-optic 
equipment. Pirelli’s expertise 
would help Cisco to provide 
telecoms facilities to its clients. 


Oracle, the biggest supplier of 
database software, is discuss- 
ing with Boeing the creation 
of an electronic marketplace 
for aircraft parts. Two car 
companies, Ford and GM, 
are already moving procure- 
ment online. 


As you were 
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America’s Federal Reserve 
left interest rates unchanged 
and maintained a neutral 
“bias” towards future rate 
changes, citing uncertainties 
about millennium bugs and 
the like. Most observers now 
expect a rate hike in February, 
however, and 30-year bond 
yields rose to a 27-month high. 


In an effort to sustain Japan's 
sputtering economic recovery, 
the government announced a 
budget worth nearly ¥85 tril- 
lion ($833 billion). However, 
Japan's finance minister, Kiichi 
Miyazawa, said that this 
would be the country’s last ex- 
pansionary budget. 


Despite fierce lobbying by Ja- 
pan’s banks, the ruling Lib- 
eral Democratic Party stuck to 
plans to limit the govern- 
ment’s deposit-guarantee 
scheme to deposits of less 
than ¥10m ($98,000). 





















hamps-Elysées. Schau ins Land. Puerta del Sol. Acquerello italiano. 
Outside-the-box products for intermediate and advanced students 
of French, German, Spanish, and Italian. Guaranteed to reenergize 
your love of studying a language—or your money back. 
















hat makes them unique? For one thing, they're periodicals, so 

you can build your fluency month in and month out, for as long 
as you want. Champs-Elysées and Schau ins Land are published monthly 
(except July), Puerta del Sol and Acquerello italiano, every other month. 


ach edition is like an hour of public radio in a foreign language. 

You hear interviews with prominent Europeans, segments covering 
current events and issues, as well as features that give you insights into 
contemporary culture and beloved traditions. An accompanying booklet 
contains a full printed transcript, a glossary averaging 600 words and 
expressions translated into English, and as many as 100 background 
notes. You won't find richer content in any other foreign-language 
product. 









hat's more, they're portable and don’t require sophisticated 
hardware or software. Work on language fluency while 
commuting, walking the dog, cooking dinner, anytime you want! 








pë of all, each audiomagazine is put together by broadcast 
professionals and editors who have a passion for European 
F languages and culture. That enthusiasm comes through in every 

. edition. Our subscribers tell us no outfit produces a better product for 
language learners. Why not find out for yourself? 









Champs-Elysées in French: The rich traditions 
and contemporary élan of France resonate 
through each edition of Champs-Elysées. Recent 
issues have included interviews with couturier 
Hubert de Givenchy, film director Bertrand 
Tavernier, and balloonist Bertrand Piccard, as + 
well as features on the musée Grevin, Paris's 
pteparations for the new millennium, and the 
upheaval in France’ center-right RPR party. 
eneecccecceece 











Champs-Elysées: 5 monthly editions (US$79 or £55) 
5 On CD, add US$17.50 or £15 


Schau ins Land: O 











5 monthly editions (US$79 or £55) 
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Address 












E-mail | 










Credit card orders may be faxed to 615.297.3138 (North America) * 








COSOHSCSEOSHSSSEOSHEHSEHHHESHEHHEE: 


YES! Please rush me my first audiomagazine: 
CO Study supplements, add US$20 or £15 


O On CD, add US$17.50 or £15 [O Study supplements, add US$20 or £15 


Send check or money order to Champs-Elysées, Inc., Dept. O41, 
PO. Box 158067, Nashville, TN 37215-8067, USA (in North America) or P.O. Box 1321, Bristol BS99 2WB, England (Worldwide) 
(44) 117.929.2426 (Worldwide) Visit our Web site at http://ads.champs-elysees.com/O411 
Order By Credit Card in the 


In the UK: 0800.833.257; Worldwide: (44) 117.929.2320 


Schau ins Land in German: Professional 
journalists in Germany, Austria, and 
Switzerland provide a fascinating overview of 
German-speaking Europe every month in 
Schau ins Land. Recent issues have featured 
interviews with Nobel laureate 
Giinter Grass and figure skater 
Katarina Witt, a visit to Goslar in the 
Harz Mountains, and a look at the 
newly renovated Reichstag in Berlin. 















Puerta del Sol in Spanish: A 
talented group of broadcast journalists in 
Madrid examines the colorful textures of 
Hispanic culture every two months. 
Among the segments on recent editions 
are visits to the island of Lanzarote, the 
Alhambra in Granada, and the Grand 
Mosque in Córdoba. A commemoration of 
Argentine poet and writer Jorge Luis Borges on 
the 100th anniversary of his birth, a profile of 
Venezuelan president Hugo Chavez, and a feature on Galician folk 
instruments are other highlights of this exceptional audiomagazine. 









Acquerello italiano in Italian: Produced 
six times a year in Rome, Acquerello italiano 
showcases the vitality and style of 
contemporary Italy. The current edition 
features af interview with filmmaker 
Bernardo Bertolucci, as well as 
segments on Italian humanitarian 
efforts in Kosovo, Italy's new 24-hour 
news network, and the canonization of 
Padre Pio, one of the country’s most 
beloved clerics. 










& 


! 
Puerta del Sol: 





C 6 bimonthly editions (US$S9 or £69) 
O On CD, add US$21 or £18 C Study supplements, add US$30 or £18 


Acquerello italiano: (1 6 bimonthly editions (US$89 or £69) 

O On CD, add US$21 or £18 O Study supplements, add US$30 or C18 
CUVISA El MasterCard 
E Switch 








© Check enclosed. Please charge my 


C Discover [© American Express C] Eurocard C] Diners 





Card no. 





Exp. date 





Signature 











U.S. & Canada: 1.800.824.0829 








Very like a bear 


MOSCOW 





Russia’s election result is just what the Kremlin wanted 


IBERALS and centrists triumph, Commu- 
nists stall, extremists go nowhere, the 
people back a tough but reformist prime 
minister: Russia's parliamentary election re- 
sult sounds a bit too good to be true. 

It is certainly startling. From the depths 
of unpopularity six months ago, the Kremlin 
has bounced back. Its hastily constructed 
and heavily promoted new party, Unity, 
with its symbol of a bear, won nearly a quar- 
ter of the vote on the party lists that account 
for half the Duma’s 450 seats. Though it did 
less well in the other half of the 
seats--the constituency con- | 
tests, where candidates are 
elected on a first-past-the-post 
system~-Unity will have at 
least 76 seats in all. The parties’ 


The new Duma 
Russia‘’s election results, 1999 (seats in outgoing Duma in brackets) 
Provisional, based on 84% of votes counted 


l Yabloko 22 (45) 


The other main pro-government party, 
the Union of Right-Wing Forces, did reason- 
ably well. Earlier this year it seemed to be 
facing oblivion. Most Russians despise its 
professed “reformism”, which they asso- 
ciate with the looting of state industry by in- 
siders. But it took 8% of the vote, probably 
giving it 29 seats. Add 17 seats for Vladimir 
Zhirinovsky's oddball party, which sounds 
extreme but usually votes for the Kremlin, 
and another seven for the faded Our Home 
is Russia, and the government side of the Du- 








ma starts off with around 129 members. 

The biggest opposition party, the Com- 
munists, did much as expected, winning a 
quarter of the vote—-just ahead of Unity— 
and plenty of local contests. It will have 
about 111 seats. The opposition grouping 
most feared and most venomously de- 
nounced by the Kremlin, Fatherland-All 
Russia, won only 12% of the vote. Its better 
performance in the constituencies means 
that it will send about 62 members to the in- 
coming Duma. 

In the middle will be independents, 
mostly sponsored by regional governors or 
tycoons. The shape of the new Duma, which 
is due to meet on January 19th, will depend 
on which factions they join or form. Mostly 
lacking strong political views, and thus open 
to persuasion of one kind or another, they 
can be expected to make the new Dumaa bit 
more malleable for the Kremlin than the old 
one. But it will still not be particularly friend- 
ly. Several dozen deputies will probably join 
groups that invariably vote against Kremlin 
wishes. If it wins over the 22 liberals of Yab- 
loko, an independent-minded centre-left 
party, the opposition could still muster a ma- 
jority on some issues. 

So long as the prime minister, Vladimir 
Putin, retains his huge personal popularity, 
heis likely to get most of what he wants from 
the Duma. But it will be tricky. Although Un- 
ity gives him docile votes, it is notably short 
of talent, its ranks stuffed with second-rate 
showbiz figures and minor regional politi- 
cians. It is hard to see Unity’s members in the 
Duma leading a determined defence of, say, 
a tough budget--which will be especially 
awkward if, as seems likely, the $1.8 billion 
due in 2000 from the imr remains held up 
because of the Chechen war, 

Aneven bigger question is how Mr Putin 
and his backers will now approach the presi- 
dential election due in the summer. Some of 
his friends worry that he has peaked too 
soon. Perhaps, it is said, Mr Yeltsin will resign 
early, making Mr Putin the acting president 





Total seats: 450% 





ha Others/indapendents 115140) | 


and giving him the strongest 
possible base for an election 
campaign. But there are also 
signs that other people in the 
Kremlin are nervous about 
him. If they moved fast, they 


real strength will become clear 
only after the Duma meets 
next month, and the 110-odd 
independents show their col- 
ours. But clearly no party, or 
natural alliance of parties, will 
have enough seats to make or 
break governments or bring 
down a president at will. 
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| Fatherland-All Russia 62 (0)-— 


Russia’s Regions 0 (45) 


i ‘People’s Power 0 {45} 
| Agrarians 0 (36) == 
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“?Nine constituency results pending, 2 seats for Chechnya unfilled due ohe war 
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change from 1995 election *Zhirinowky flack 


might conceivably be able to 
ditch him and find someone 
more willing to keep the cash 
flowing into the right pockets. 
That still seems unlikely. A 
frighteningly successful ally is 
probably better than exile or 
corruption charges, which 
seemed to threaten some 


15 



























| 
{ 
| 


ASSIMO D’ALEMA resigned as 
| prime minister. And then he was 
| back. All in 48 hours. By the middle of this 
| week, Italy’s parliament looked likely to 
give him, and a very slightly rejigged gov- 
ernment, another vote of confidence— 
though some said the process might run on 
| beyond Christmas. Either way, Italy was 
on track for its 57th government since the 
second world war. Has nothing changed? 
Alas, not much. The new government 
is likely to be backed by the same parties as 
its predecessor, bar one or two tiny ones, 
| and to contain most of the same ministers, 
| in particular those in charge of foreign af- 
| fairs, justice, economics and finance. Mr 
D’Alema has now suffered the fate of two 
recent prime ministers, Silvio Berlusconi in 
1994 and Romano Prodi in 1998, though 
they, unlike him, had been put in office by 
the electorate. On each occasion, a min- 
now party decided it wanted to make a 
| splash, so it leapt out of the ruling coalition, 
| ending the governments majority. Mr 
| D'Alema, however, looks like surviving. 
The incident was started by the tiny So- 
cialist party, worth just 2% of the vote. It be- 
| longs to a slightly bigger clutch of three 
| small parties known as Trifoglio, or Clover, 
headed by a former president, Francesco 
Cossiga, who at 71 enjoys playing the 
naughty boy of Italian politics. Last year it 





Italy’s revolving-door prime minister 


was he, with his handful of votes, who let 
Mr D'Alema, a former communist, dis- 
place Mr Prodi, a centrist who is now presi- 
dent of the European Commission in Brus- 
sels. Mr Cossiga thought he would throw 
his weight around once again. 

No big point of principle or policy was 
at stake. Mr D'Alema, spurred on by his 
friend and rival Walter Veltroni; who leads 
the Democrats of the Left, the party to 
which both men belong, had been plan- 








ning to launch an alliance similar to M 
Prodi’s Olive Tree, which won the genera 
election in 1996. Mr Cossiga was against thi 
idea. As a part of such a broad alliance, hi: 
Clover lot would lose much of their inde 
pendent power for bargaining (some call i 
blackmail). Instead, they want arvelectora 
law bringing back more proportional rep 
resentation, to give them a better chance o 
holding the balance of power. But M: 
D'Alema seems to have called Clover’ 
bluff. He will probably hand the ministrie: 
it held to the (plain) Democrats, a middle 
of-the-road party founded by Mr Prodi be 
fore he went to Brussels. 

What next? If Mr D’Alema fails to for 
a new government, an election may be 
called—-a prospect nobody on the left rel. 
ishes. The latest opinion polls suggest the 
right would win easily, especially since Mı 
Berlusconi, the tycoon who leads the mair 
opposition group, now seems to have the 
separatist Northern League on his side. H 
Mr D'Alema does get his vote of confi 
dence, his new-old team might wobble 
along until the spring of 2001, by which 
time an election must be held. But it al- 
ready looks out of steam. 

Who would lead the left into the fray? 
Messrs D'Alema and Veltroni would both 
like to do so. Or a broad-left alliance might 
pick an outsider, as it did with Mr Prodi in 
1995. At present, that would not save the 
left’s bacon. Most Italians are fed up with 
the petty politicking that caused this 
week’s fuss, since it helps them nota jot. 








Kremlin cronies until recently. And finding 
another plausible candidate, especially one 
to run against Mr Putin, would be hard even 
for the Kremlin’s political magicians. 

More likely, the new year will witness of- 
ficialdom turning once again on the losers of 
the election. The bosses of Moscow and St 
Petersburg were the main movers behind 
Fatherland. Their business friends have been 
scampering for cover, possibly fearing cor- 
ruption charges. The media empire of Vladi- 
mir Gusinsky, which runs Nntv, the only big 
anti-Kremlin television channel, is another 
tempting target. An anti-corruption crusade, 
however biased, would go down well both 
with Russian voters and in the West. 

It would also help to counterbalance the 
news from Chechnya. Although the Che- 
chens are retreating, the timetable for the 
much-promised final victory continues to 
slip. Russia is using more and more force, tak- 
ing ever greater risks, and telling bigger and 
bigger lies. It remains too soon to predict a 
Russian triumph. 

Russian paratroops have made a spec- 
tacular advance into the mountains of 
southern Chechnya, cutting off, they say, the 
main route that the Chechen fighters have 
been using from Georgia next door. But it is 
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the sort of manoeuvre that can go very 
wrong. Russian troops have encircled 
Chechnya’s capital, Grozny, and are moving 
towards the centre, but have been suffering 
quite heavy casualties. Two western news- 
agency reporters saw more than 100 Russian 
dead and seven blown-up tanks after one 
advance. In bombast reminiscent of the cold 
war, Russian officials denounced their ac- 
count as a lie, probably spread by the West’s 
secret services. 

Other signs that the Russians are not yet 
on top include a report, also denied by Rus- 
sian military spokesmen, of a massacre in 
the village of Alkhan-Yurt, where more than 
40 Chechen civilians are said to have been 
killed during a rampage by Russian soldiers. 
Russia also denies Georgian claims that its 
aircraft this week bombed Shatili, a Geor- 
gian village near the Chechen border. 

Russia's voters seem increasingly to want 
an early end to the war, but there is little sign 
that the newly elected politicians are heed- 
ing them. The real message of the election is 
that, though Russians are loth to vote for ex- 
tremists, the other choices facing them are 
still pretty dismal. And—the war apart—Mr 
Putin has yet to reveal what he intends todo. 
Fe or ee eT CS pei Se ee 


Romania 


Stuck 


BUCHAREST 


HE whitewashed office of Dorel Sand 

is lined with red files. Each contains ac 
tailed analysis of one of the mistakes ma: 
by Romanian politicians since the summa 
execution of the communist dictator, Nic 
lae Ceausescu, on Christmas day ten yez 
ago. Mr Sandor keeps a beady eye on t 
country’s politics, but he is not out to poi 
fingers at specific people. He just wants R 
mania to learn from its errors. 

So far, it has not. The economy is in 
sorry state. Inflation is running at more thi 
40% a year, Gpp isin decline, living standar 
have dropped (the average wage is now le 
than $90 a month). The lei is among Europi 
least-loved currencies, to be swapped for z 
most anybody else’s as quickly as possible. 

The latest political mess is no surprise. | 
most recent victim is Radu Vasile, who: 
clumsy dismissal as prime minister la 
week has been followed by a thorough cak 
net shuffle. Mr Vasile proved remarkab 
hard to get rid of. Even after his cabinet ha 
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resigned, he tried to hold on to his own job, 
huffing that his dismissal was unconstitu- 
tional, which it probably was. 

In the end, he was replaced by Mugur 
(pronounced Mugger) Isarescu, the head of 
Romania’s central bank. A cool and politi- 
cally independent technocrat, he has a task 
rather like that of a football manager hired to 
save his club from relegation. He will be 
judged to have done his job if he can push 
ahead with the necessary economic reforms 
and survive until the election that is due next 
autumn. He has promised, for instance, to 
cut inflation to 30% by then. 

Can he make it? Most people are cau- 
tiously optimistic. For all his bookish ten- 
dencies, Mr Isarescu is no pushover. He has 
shown exceptional political skill in surviving 
at the head of the national bank since 1990. 
Still, he is a reluctant prime minister, and he 
has yet to prove he is tough enough to stand 
toe-to-toe with less cerebral and more self- 
serving politicians. 

Romania's reformist president, Emil 
Constantinescu, was keen to bring about a 
change in the prime ministership, partly to 
get policy moving faster in the rightdirection 
but also to shore up his own sagging popu- 
larity. Since his support of Nato in the Kos- 
OVO war, against the wishes of most Roma- 
nians, he has been overhauled in the 
opinion polls by an ex-communist, Ion Tli- 
escu, who succeeded Mr Ceausescu as presi- 
dent. A good performance by a fresh-faced 
technocrat like Mr Isarescu may yet, Mr 
Constantinescu hopes, give a shove to his 
own re-election campaign. It is not impossi- 
ble. The ageing Mr Iliescu hardly looks like a 
leader for the 2000s. He may find his current 
popularity fairly short-lived. 

The man who gains most from the crisis, 
indeed, may be Petre Roman, who many 
people in Bucharest think set the whole epi- 
sode rolling. The ambitious Mr Roman is 
now foreign minister, and has taken charge 
of Romania’s application to join the Euro- 
pean Union. He could even turn out to be a 
dark horse for the presidency. 

The new government may well gulp at 
the agenda it faces. It has to get privatisation 
moving much faster; on some estimates, 80% 
of the economy is still run by the state, a fig- 
ure to make the eu’s jaw drop. The black 
economy is far too large; a way has to be 
found of persuading people to declare more 
of their income. The inefficient and corrupt 
civil service needs to be opened up, and its 
top officials probably have to be paid better. 

No wonder that commemorations of the 
1989 revolution have been distinctly muted. 
There are now free elections, to be sure; there 
are more and better shops. But too many Ro- 
manians are still poor and powerless. The 
small group of politicians who have held the 
reins since 1989 have left too much undone. 
This is a country, people say, which has no 
horizon; it cannot see where it is heading. 
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Is the Tory party a sinking ship? 


INSTON CHURCHILL left the Tories 

to become a Liberal, before crossing 
back again some years later. But until 1995, 
when Alan Howarth did it, no sitting Mp in 
the history of the Conservative Party had 
ever defected to Labour. Sir Peter Temple- 
Mortis crossed over in 1997. The defection of 
Shaun Woodward on December 18th 
brought the score to three and plastered 
broad smiles on the faces of the media man- 
agers in Downing Street, where the disgrun- 
tled Tory had been lured for three rounds of 
secret talks with Tony Blair. 

Mr Woodward justified his defection by 
accusing the Tories of making a “dramatic” 
rightward move since the general election of 
1997. He says his own principles have not 
changed, and so there is no reason for him to 
resign and stand ina by-election. 

Unsurprisingly, the Tories accuse Mr 
Woodward of being an opportunist. William 
Hague, the party’s leader, calls him a “career- 
ist”. At Cambridge University in the 1980s, 
Mr Woodward was known as a student radi- 
cal. On graduating, at the height of Thatcher- 
ism, he discovered he was actually a Conser- 
vative. By happy chance he also married an 
heiress, providing him with a well-staffed 
mansion in Oxfordshire and a ready fortune 
to apply to his political career. Now that the 
Tories are in the doldrums, Mr Woodward 
has discovered that his conscience will not 
allow him to stay with the party. 

The Downing Street press office, which 
had helped to reel in this latest catch, organ- 
ised a blizzard of soundbites and photo- 
Opportunities to advertise Mr Woodward's 
defection. The redeemed Tory was photo- 
graphed brandishing his brand-new Labour 
Party card like a religious relic and sharing a 
pint in the “Westminster Arms” with his 
new chum, the home secretary, Jack Straw. 





On television he explained how he had bro- 
ken the news of his Damascene conversion 
to his Conservative-voting parents. Lo! They 
had rejoiced in the tidings and decided to 
switch to Labour too. 

This latest misfortune has come at a bit- 
ter time for Mr Hague. It is two-and-a-half 
years since the Tories were all but obliterated 
by New Labour. At this point in the electoral 
cycle, opposition parties usually benefit 
from the government's difficulties. But noth- 
ing that Mr Hague has done so far has lifted 
the Tories’ spirits or standing for long. De- 
spite an upward blip in the summer, when 
they came first in the British elections for the 
European Parliament, the latest polls of vot- 
ing intentions show Labour with a com- 
manding lead (54% to 28%, says Mort). Mr 
Hague’s personal rating is dismal, even 
among Conservative voters. 

With little chance of winning the next 
election, it is not surprising that some Mpson 
the left of the Tory party have considered 
leaving. Even if Mr Woodward himself is 
motivated by personal ambition, his defec- 
tion reflects a wider unease about the ascen- 
dancy of right-wingers such as Ann Widde- 
combe, John Redwood and iain 
Duncan-Smith. Lord Hurd, a former foreign 
secretary, has warned his party that it must 
remain hospitable to those Conservatives 
who are pro-European or who feel strongly 
about homosexual rights. 

It is on these two issues—added to the 
Tories’ promise to cut taxes—that Mr Wood- 
ward bases his claim that Mr Hague has 
moved the Tories to the far right. Shortly be- 
fore defecting, Mr Woodward was stripped 
of his front-bench job for refusing to toe the 
party line in support of Section 28, a law in- 
troduced by the Conserva- 
tives which bans the 
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POLITICS AND CURRENT AFFAIRS 


OURT 13 in Britain’s Royal Courts of 


Justice in the Strand has witnessed 
some epic libel actions in recent years. But 
few have been as ferocious, as ripe in insult 
or asexpensive as the action by Neil Hamil- 
ton, a former Tory mp, against Mohamed 
Al Fayed, the owner of Harrods. 

After five weeks of tears, tantrums and 
expletives, the jury dismissed Mr Hamil- 


Al Fayed when the Egyptian said he had 
paid the mp cash for asking parliamentary 
questions. The result leaves Mr Hamilton 
branded corrupt,a liar and facing financial 
ruin: he must pay legal bills of more than 
£ım ($1.6m). Yet he expressed no regrets 
about his decision to go tocourt: “Icouldn’t 


every sinew within me to bring out the 
truth,” he said. 

A stream of witnesses had testified 
that they had seen brown envelopes con- 
taining large quantities of cash being left 
by Mr Al Fayed for Mr Hamilton. But the 
Harrods boss was far from being an ideal 
witness. At times Mr Al Fayed, who offered 


the court, appeared to have only a tenuous 
hold on reality. One of his wilder claims 
was that Prince Philip had masterminded 
the Paris car crash in 1997 that cost the lives 


Princess of Wales. Another was that his 
sworn enemy, the late Tiny Rowland, boss 





ard. Asked about the disputed use of the 


Al Fayed’s Pyrrhic victory 


ton’s claim that he had been libelled by Mr 


have gone through life without straining 


to dance for photographers on the steps of 


of Mr Al Fayed’s son, Dodi, and Diana, 


of Lonrho, had given a £1m bribe to the for- 
mer Tory home secretary, Michael How- 








honorific prefix “Al” before his name, he 
joked that the lawyer could call him Al Ca- 
pone if he preferred. 

The only time the store owner ap- 
peared seriously rattled was when he was 
asked to explain what he did with the 
£120,000 in cash that he withdrew from the 
bank each week. “It’s none of your bloody 
business,” he told Desmond Browne, the 
lawyer representing Mr Hamilton. Not sur- 
prisingly, the judge, Mr Justice Morland, 
advised the jury in his summing up to ig- 
nore Mr Al Fayed’s evidence unless there 





Permission to fantasise, please 


was compelling and independent evi- 
dence to support what he had said. “You 
may think”, added the judge, “that Mr Al 
Fayed’s appreciation of what is fact and 
whatis truth is warped.” 

Fortunately for George Carman, Mr Al 
Fayed’s formidable defence counsel, there 
were other witnesses to call upon. The 
most important was Alison Bozek, Mr Al 
Fayed’s former personal assistant, now a 
solicitor, who told the jury that she had 
twice filled envelopes with thousands of 
pounds for the former Tory mp to collect. 
But the case almost certainly tumed on the 
evidence of two Mobil executives who told 
the jury that Mr Hamilton had corruptly 
demanded a £10,000 payment in return for 
moving an amendment to a finance bill 
going through Parliament. 

Mr Hamilton strenuously denied that 
charge. But he was forced to admit to his 
“shame and embarrassment” that he and 
his wife had spent six nights in the Ritz ho- 
tel in Paris at Mr Al Fayed’s expense in Sep- 
tember 1987, running up a bill (at today’s 
prices) of nearly £6,000. Mr Hamilton’s best 
weapon was his wife, Christine, who shed 
tears on several occasions, all the while 
protesting her husband’s innocence. After- 
wards, she defiantly averred: “The jury are 
wrong. We are not corrupt.” A jubilant Mr 
Al Fayed saw the outcome rather different- 
ly. “Christmas has come early. This is total 
vindication.” 

But few people come out of a libel ac- 
tion looking good. Mr Hamilton may now 
be a bankrupt and an outcast, but Mr Al 
Fayed has been further exposed as a deep- 
ly unsavoury fantasist, and as a man who 
was evidently quite willing to pay bribes. 





equal treatment of homosexuality in 
schools. Before this incident, few people had 
ever heard of him. The peremptory manner 
of his sacking by pager has prompted ques- 
tions about the judgment of James Arbuth- 
not, the party’s chief whip. On the other 
hand, few mrs consider Section 28 a resign- 
ing matter. And its Euroscepticism is one of 
the few policies on which the party seems 
more in touch than Labour with the public. 
Even so, losing Mr Woodward has been a 
heavy blow to the Tories, whatever they say 
about him now. It comes on top of other set- 
backs, such as Lord Archer’s humiliating 
withdrawal from London’s mayoral race, 
and the verdict in the Hamilton case (see 
box). Mr Blair is jubilant, even though not all 
of his own mrs share his glee. A few of them, 
on the left of the party, are discomfited by 
the thought that New Labour has become a 
congenial home for a man whoclaims not to 
have changed his own opinions (“my party 
left me”) since he fought the 1997 election on 
a Conservative manifesto. 
=3 = = 
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(UNITED STATES Jim 
In God we trust 


WASHINGTON, DC 





A favourite celebrity makes a surprise reappearance 


EPUBLICANS call it the “Christ mo- 
ment”. It came when George W. Bush 

(R-Methodist), asked to name the political 
philosopher who had most influenced him, 
replied: “Christ. Because he changed my 
heart.” 

The answer unleashed a flood of public 
religiosity and a fierce debate about the sig- 
nificance of it. Orrin Hatch (R-Mormon) and 
Gary Bauer (R-Baptist) both echoed Mr 
Bush’s choice. In a South Carolina advertise- 
ment for John McCain (R-Episcopalian), a 
former prisoner-of-war remembered the 
senator's Christmas sermon in a Vietnamese 
prison: “a shot to everyone’s morale to hear 
those Christian words”. Not to be outdone, 
Al Gore (D-Baptist) reaffirmed that he too 


was bom again (he attended divinity schoc 
at Vanderbilt University) and added that h 
often asked himself the catch-phrase en 
graved on a popular sort of Christian brace 
let: wwyp, or “What would Jesus do?” Tha 
left Bill Bradley (D-Presbyterian) alon 
among the contenders, saying, “I draw th 
line here. [Religion] is a matter of personz 
privacy and I'm not going to talk about 
with the public.” 

The change looks startling. Religion ha 
long played a bigger role in politics in the Un 
ited States than in most rich democracie: 
but when John Kennedy became the coun 
try’s first Catholic president he went out c 
his way to reassure voters that “I believe i 
an America where the separation of churc! 
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and state is absolute.” Now, says the Episco- 
palian bishop of Iowa, there is more empha- 
sison religion in politics than for decades. 

As might be expected, the God talk has 
setoffa debate about church and state. Non- 
Christian and secular groups are troubled. 
Abraham Foxman, the head of the Anti- 
Defamation League of B'nai B'rith, a Jewish 
group, said that “I think a lot of Americans 
felt left out. It was a disconcerting inclusion 
of religion into politics.” The head of Ameri- 
cans United for the Separation of Church 
and State talked about “the politicising of re- 
ligion”. And in the Washington Post Charles 
Krauthammer, a conservative columnist, de- 
tected “a whiff of the Taliban”. Remember 
that, only four months ago, the Kansas Board 
of Education said that creationism should be 
taught alongside evolution in schools—and 
the leading candidates did not say No. 

Yet the curious thing is that this shouting 
about God is taking place at a time of divi- 
sion and decline among the main instru- 
ments of religion’s political influence. The 
most notable of these is Pat Robertson’s 
Christian Coalition. It is in disarray. During 
the past year it has split in two, after losing a 
long struggle with the authorities over its tax- 
exempt Status. It is heavily in debt, and has 
also lost most of its top officials. 

This is worrying the Republican Party. 
Groups such as the Christian Coalition are 
vital parts of the party’s grass-roots organisa- 
tion. They get out the vote, run campaigns on 
issues (such as abortion and pomography) 
and distribute “voter guides” in churches on 
the Sunday before an election. Republicans 
in Congress are so worried about the Chris- 
tian Coalition’s waning role that they are di- 
verting money to other bodies, such as the 
National Right to Life Committee and the us 
Family Network, to fill the gap. 

As if that were not enough, the generals 
of the Christian right are divided among 
themselves. Mr Robertson is still engaged in 
politics. So is his colleague Ralph Reed, who 
built the organisation into a formidable po- 
litical machine until he left in 1997. Both back 
Mr Bush. But others say conservatives 
should not depend on politics to achieve cul- 
tural goals. Paul Weyrich, one of the found- 
ing fathers of the Christian right, now argues 
that “the notion that all we have todois elect 
more Republicans and get our kind of peo- 
ple into the leadership is not accurate.” He 
and two other Moral Majority leaders, Ed 
Dobson and Cal Thomas, want Christians to 
stick to evangelism and “quarantine” them- 
selves from politicians. 

So it is wrong to suggest that the greater 
religiosity during this campaign reflects an 
upsurge of Christian political influence. 
That view is confirmed by the penalty-free 
refusal of Mr Bush to endorse policies most 
important to the religious right, such as pro- 
mising to appoint only anti-abortion judges 
to the Supreme Court. Why then are candi- 
dates advertising their faith so vigorously? 
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With (conservative) manifesto 


The short answer is they stand to benefit 
electorally. Religious conservatives make up 
a large portion of the Republican parties of 
lowa and South Carolina, which hold prim- 
ary elections early. It does no harm to wear 
your religion on your sleeve at this stage. In 
addition, talking about religious values is a 
way of criticising the Clinton-Gore adminis- 
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tration for its moral failings. When the econ- 
omy is growing by 5% a year and the crime 
and welfare rolls have both been halved, 
you have tocriticise them for something. 

But there may also be a more subtle in- 
fluence behind the louder talk about God. 
As the power of the religious right wanes, the 
United States may again be changing the 
barriers between church and state. The stri- 
dency of the “culture wars” between the 
Christian right and its secularist foes tended 
to entrench opposition to any change in 
church-state relations, But now, argues Na- 
than Hatch, the provost of Notre Dame, a 
Catholic university, there is “a certain back- 
lash against the shrill partisan message”. 

He contends that there is growing sup- 
port in the centre for a more cautious sort of 
religion-influenced politics, which Mr Bush 
calls “compassionate conservatism” and Mr 
Gore calls helping faith-based organisations 
to solve social ills. “A lot of evangelicals,” he 
says, “are suburban people...They are peo- 
ple of values. They are also tolerant.” The re- 
sult is that religion is coming back into poli- 
tics not through the battering ram of the right 
but more softly—through housing and job- 
training schemes run by church affiliates or 
through vouchers for religious schools (as- 
suming the Supreme Court does not strike 
them down, asa court in Ohio has just done). 
In talking about Christ, the candidates in- 
deed reflect an increase in the influence of re- 
ligion in American politics. But it is not the 
old fervour of the Christian right. 











After Venezuela's flood 


CARACAS 


N DECEMBER 15th, when persistent 
rain threatened to wash out a referen- 
dum on Venezuela’s new constitution, Presi- 
dent Hugo Chavez invoked his hero, Simon 
Bolivar, to urge that voting should go ahead. 
“If nature stands in our way, then we will 
fight her,” Bolivar had famously remarked 
during his country’s war of independence. 
Just hours later, as Mr Chavez's supporters 
were still celebrating the constitution’s re- 
sounding approval, nature fought back in 
the cruellest way, inflicting on Venezuela its 
worst catastrophe since Bolivar’s day. 
On either slope of the 


had been recovered, according to Jose Vicen- 
te Rangel, the foreign minister. But the death 
toll would be not less than 10,000, and per- 
haps double that, he said, though admitting 
thatany figure was “speculation”. Other offi- 
cials said that perhaps 50,000 had died. Some 
23,000 houses had been destroyed, and 
140,000 people made homeless. 

Worst hit was a 100-kilometre (60-mile) 
stretch of coast, mainly in the small province 
of Vargas, where whole towns were buried. 
In an operation involving warships, helicop- 
ters and thousands of troops, some 70,000 
people were evacuated 





steep mountain range that 
separates Caracas from the 
Caribbean, the rain set off 
flash floods and mudslides 
that crashed down on a 
string of coastal towns and 
villages and on some of the 
capital’s shanties. Many of 
the dead were buried be- 
neath several feet of mud or 
swept out to sea. By Decem- 

ber 21st, some 1,500 bodies | U2 
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Caribbean Sea 


VARGAS 
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from Vargas. 
: = The damage to an econ- 
es omy already deep in reces- 
n sion will be severe. Six days 
* after the disaster, the main 
international airport was 
still closed, and unlikely to 
open for at least another 
week. Most international 
flights to Venezuela were 
cancelled. La Guaira, one of 
| the country’s three main 
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ports, was badly damaged. Preliminary esti- 
mates put material damage at around $2 bil- 
lion. Reconstruction will knock a hole in the 
government's efforts to reduce the fiscal defi- 
cit. The private sector calculates that 200,000 
jobs have been lost. 

It was a tragically inauspicious start to 
the “new republic” which Mr Chavez, an ex- 
paratrooper, promised when he was elected 
a year ago and which is now embodied in 
the new constitution (with the approval of 
70% of the voters). After a year of political po- 
larisation, the floods have created an unfa- 
miliar feeling of national unity. But, when 
the waters recede, the government may find 
itself blamed for its refusal to postpone the 
referendum and for its apparent failure to 
appreciate the severity of the flooding. By 
polling day, parts of Vargas had already been 
cut off for several days. 

Survivors trudging wearily through the 
mud and rubble along what had once beena 
pretty beach-front, many having lost not 
only their belongings but their families too, 
complained bitterly that the president had 
been more concerned with getting out the 
vote than with saving lives. But nobody 
could have foreseen the magnitude of the ca- 
tastrophe: the sheer, sudden force of the 
flooding on the night of December 15th was 
without precedent in Venezuela. 

It will not be easy to resettle tens of thou- 
sands of homeless people from Vargas and 
Caracas. The government says it is deter- 
mined to avoid its predecessors’ habit of 
abandoning disaster victims to their fate. 
That means seizing the opportunity prov- 
ided by tragedy to clear out the ranchos, the 
slums built on steep hillsides or in gullies 
that deforestation and erosion have turned 
into mudslide-prone death traps. This has 
been an empty promise of governments 
since the dictatorship of General Marcos 
Perez Jimenez, who was overthrown in 1958. 
Yet Mr Chavez says he is determined to doit, 
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even if it takes the whole of the two six-year 
terms to which he aspires. 

For all his powers of persuasion,even Mr 
Chavez may find it hard to convince those 
who lost their homes to leave their jobs and 
neighbourhoods too, and to join the govern- 
ment's planned new agricultural communi- 
ties in the thinly inhabited interior. The pres- 
ident’s men have suggested that the 
proposal is not entirely voluntary: “Either 
you go...0r you go,” as one of them puts it. 
But even if it were possible to enforce a Pol 
Pot-style exodus to the countryside, there 
would be noguarantee that the former slum- 
dwellers would not then return as soon as 
they could. 

Under the new constitution, quietly pro- 
mulgated at a sombre ceremony on Decem- 
ber 20th, Venezuela should have a general 
election by March; it will be the sixth nation- 
al vote in 17 months of upheaval unleashed 
by Mr Chavez. The election is urgent, be- 
cause Venezuela has abolished its old insti- 
tutions but has still to put new ones in their 
place. In the post-flood mood, however, yet 
another vote seems eerily untimely. 
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Canada 


Food fight 


VANCOUVER 





HEN it comes to science and food, the 

Canadians used to have more in com- 
mon with their southern neighbours than 
with fussy Europeans. No longer, to judge by 
two recent announcements. First, McCain 
Foods, a New Brunswick firm that is one of 
the world’s largest suppliers of frozen 
chipped potatoes, revealed that after Janu- 
ary ıstit would no longer buy any genetically 
modified spuds. Then, on December 17th, 
the federal government said it would setupa 


committee of experts to review its system f 
approving GM foods. 

Public confidence in Canada’s food-re 
ulation system has been sinking for seve 
years. It has not been strengthened by a Fox 
Safety and Inspection Bill, sent to Parliame 
last spring. The bill simply modemises exi: 
ing regulations, say officials, making 1 
changes in standards. That is the proble 
counter the critics. They say the existing sy 
tem is aimed more at easing new produc 
into the market than ensuring safe food. TI 
Canadian Food Inspection Agency, which 
supposed toenforce food-safety regulatior 
reports to the minister of agriculture and al 
promotes farm production and trade. 

This conflict of interest, unreformed t 
the bill, poses “an imminent threat to the fi 
ture health of Canadians”, according to 
memo to the health minister signed by 2¢ 
government food-safety experts and pul 
lished in September. They want enforo 
ment of food safety returned to the healt 
ministry, which had it until two years ago. 

Regulation of Gm foods has become es} 
ecially controversial. Some 70% of processe 
foods in Canada now have transgenic ingri 
dients, but are not required to be labelled t 
show this. The scientists said that, because c 
staff cuts, they had been unable to do the 
own tests on GM foods. Instead, the goverr 
ment relied on data provided by biotechno 
ogy companies in approving the 42 GM crop 
and foods now on sale. The companies wer 
required to show only that their new prc 
ducts were “substantially equivalent” t 
conventionally bred crops, a test that man 
scientists consider insufficient. 

Farmers, too, are grumbling, saying tha 
instead of greater yields, transgenic seed 
lead to greater use of chemicals and the prok 
able contamination of nearby conventiona 
crops. A Saskatchewan farmer, Perc 
Schmeiser, has become a celebrity by takin; 
on Monsanto, an American biotechnolog, 
company. It is suing him for patent infringe 
ment, accusing him of illegally obtainin 
and planting its oil-seed rape (canola). M 
Schmeiser, who says he plants only conven 
tional seed, claims the Gm rape probably 
blew in from his neighbour's land. He i: 
counter-suing Monsanto for defamatior 
and contamination of his land. And many 
other farmers (of rape, maize, soyabeans anc 
now potatoes), sensing a shift in consumers 
attitudes, are giving up biotech experiments. 

A group of 21 health, environment, farm- 
ing and consumers’ organisations is cam- 
paigning for tougher regulations, a ban on 
new GM crops and mandatory labelling of 
all foods containing genetically altered pro- 
ducts. The government rejects this; it wants 
the food industry to develop voluntary la- 
belling standards. It says it will reintroduce 
the food-safety bill in Parliament this spring, 
with only minor changes. Public opinion 
may yet insist on a different outcome. 
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China's unification train chuffs on 


MACAU 


Macau’s handover is not the last stop 


HE handover of Macau (population: 

450,000) at midnight on December 19th 
was a near carbon copy of the return of Hong 
Kong (population: 6.8m) two-and-a-half 
years earlier. The same American was called 
in to choreograph the show. The same three 
Chinese servicemen raised Communist Chi- 
na’s flag, which snapped taut in the artificial 
breeze from the same wind-machine. Even 
Chris Patten, Hong Kong's last governor, was 
there, Predictably, the event was declared to 
be the end of almost half-a- 
millennium of European 
colonialism in Asia. 

As far as Macau is con- 
cerned, that was an exag- 
geration. For Macau's first 
300 years, the enclave was 
too far away for Portugal to 
control. Indeed, Macau was 
leased from China, how- 
ever informally, and not 
grabbed, as Hong Kong was. 
The handover was Portu- 
gal’s third attempt to give it 
back: it offered to return the 
territory to China during 
the anarchy of the Cultural 
Revolution and again after 
the Portuguese coup in 1974 
that ushered in its own de- 
mocracy and the decolo- 
nialisation of its overseas 
territories. Each time the Chinese refused. 

The irony was that, in their political and 
economic isolation, China’s Communists 
well understood that to reclaim Macau then 
would have been to spark panic in capitalist 
Hong Kong. And China needed the peaceful 
existence of that more important territory, 
not just as its eyes and ears on the world, but 
also as a source of foreign exchange. Even so, 
the Portuguese then began to describe them- 
selves as mere “administrators” and no big 











Now for Taiwan 





decisions were taken without China’s ap- 
proval. The businessman who used to call 
the shots for China was Ho Yin. Nobody ex- 
pected anyone other than his son, Edmund 
Ho Hau-wah, to become Macau's chief exec- 
utive. China’s long-held sway does much to 
explain the friendly, almost casual, manner 
in which Macau was handed back. 

China’s president, Jiang Zemin, made it 
plain that bringing Macau back to the “bos- 
om of the motherland” was essential for the 
swift reunification of the 
whole of China. The con- 
cept, he said, of “one coun- 
try, two systems”, which 
applied to Hong Kong and 
Macau, would play an “ex- 
emplary role for our even- 
tual settlement of the Tai- 
wan question”. 

It is worth taking this 
determination seriously. 
The guarantees of auto- 
nomy to Hong Kong and 
Macau mean that China 
has something rather less 
than full sovereignty over 
these territories. This is an 
admission, after all, that the 
greatest strength of both 
places is that their borders 
with China (Macau's is a 
mere 340 metres long) are 
seen to remain. That China is able to make 
these guarantees, and is mostly trying to 
stick to them, displays a growing confidence 
among Chinese leaders that they can also re- 
take Taiwan by similar means. 

Admittedly, neither Britain nor Portugal 
could have contemplated defending its Chi- 
nese territories by force, which Taiwan for 
half a century has been prepared to do, rely- 
ing heavily on crucial guarantees from the 
United States. Yet Taiwan, many Chinese 
policymakers now think, can 
no longer be sure of America’s 
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pressure for reunification will now be 
stepped up. The Portuguese wanted the han- 
dover postponed until 2007 to coincide with 
the 450th anniversary of the first settlement 
of Macau. But China insisted it should take 
place before the end of the 20th century so 
that the first years of the new century could 
be marked by Taiwan’s return. 

The trouble, as ever, lies in prosperous, 
democratic and well-defended Taiwan. It is 
almost impossible to find any Taiwanese 
who would accept that his elected president 
should instead become a vice-president of 
an unelected communist regime—which is 
probably about the best China could offer 
under a unification plan. Nor are the Tai- 
wanese likely to be impressed by the “one 
country, two systems” at work this week: 
China insisted that Macau should deport 
supporters of the Falun Gong, because that 
quasi-religious sect has been outlawed on 
the mainland. 

The absurdity that two such radically 
different systems could cohabit is likely to be 
brought home rather swiftly to China's 
Communist leaders too. The race for the Tai- 
wanese presidency next March has sudden- 
ly taken an unexpected tum. 

James Soong Chu-yu, a former senior of- 
ficial of the rulihg Kuomintang (kmt) and 
now an independent presidential candi- 
date, has been accused by his old party of 
misappropriating NT$240m ($9m) of its 
funds in the early 1990s. Mr Soong’s defence 
changes with the wind. But his latest reason- 
ing is that these were funds used for “party- 
building” and even for winning over the 
young democratic opposition. Whatever the 
true explanation, the issue has aroused pop- 
ular disgust over Taiwan's money-politics, 
harming both Mr Soong and the kmr’s can- 
didate, Lien Chan. This could mean that 
Chen Shui-bian, who has campaigned on an 
anti-sleaze platform for the opposition 
Democratic Progressive Party, could taste 
victory. If so, it would greatly test China’s pa- 
tience. Though he argues for a more con- 
structive relationship with China, Mr Chen 
is an ardent supporter of Taiwan’s eventual 
independence: two countries, two systems. 

= = 





Thailand 


Chuan on top 


BANGKOK 


HE mood in Thailand of late has been 

celebratory. Year-long festivities have 
marked King Bhumibol Adulyadej’s 72nd 
birthday, an auspicious milestone for Bud- 
dhists. In his 53 years on the throne, the 
world’s longest-reigning monarch has been 
arock of stability amid a sea of Thai troubles. 
The latest of these was the sharp devaluation 
of the baht in July 1997, an event that set off 
East Asia’s round of financial turmoil. The 
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Five-day ordeal for Chuan 


Thai economy is now recovering: it grew by 
3-4% in 1999. And, though his popularity has 
recently taken a bit ofa battering, things may 
also be looking up for the prime minister, 
Chuan Leekpai. 

On December 20th, Mr Chuan eventu- 
ally saw off an opposition motion accusing 
his government of mismanaging the econ- 
omy and condoning corruption. The attack 
had been led by General Chavalit Yongchai- 
yudh and his New Aspiration Party. Even 
though the opposition had little hope of 
winning—Mr Chuan’s six-party coalition 
has a majority in the House of Representa- 
tives—the debate nevertheless had dragged 
into a five-day affair in which the govem- 
ment’s critics threw plenty of dirt. 

There was the unfortunate business of a 
pirated-cp racket run by staff at Mr Chuan’s 
little-used official residence. There were 
claims that the government was selling the 
country to foreigners. And, potentially the 
most damaging issue of all, there was the 
matter of the state-run Krung Thai Bank. The 
opposition hammered the government's 
economics star, its finance minister, Tarrin 
Nimmanahaeminda, accusing him of a con- 
flict of interest in dealing with the ailing 
bank, because his brother had been its presi- 
dent until a year before. Mr Tarrin denied 
having tried to protect his brother. 

Mr Chuan stuck by his senior ministers. 
Indeed, his cabinet’s economic record is far 
stronger than General Chavalit and his sup- 
porters blusteringly tried to portray it. This 
will reflect badly on General Chavalit: his 
own administration was accused of such in- 
eptitude during the early days of Thailand's 
financial troubles in 1997 that he had to step 
aside and let Mr Chuan’s Democrat Party 
and its allies take over. 

All of which could mean that General 
Chavalit's chances of again landing the 
prime ministership have slipped from his 
grasp. He may hand over the command of 
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COLOMBO 


HANDRIKA KUMARATUNGA, Sri 

Lanka’s president, wanted a man- 
date to end the country’s long-running 
civil war in her own way. She appears to 
have won it. On December 21st she defeat- 
ed her rival, Ranil Wickremesinghe, in Sri 
Lanka’s presidential election by winning 
51% of the vote. Mr Wickremesinghe got 
43%. She is now expected to press ahead 
with a constitutional package designed to 
win over the country’s Tamil minority by 
giving more powers to the regions. 

It is not clear whether the election has 
improved the prospects for peace or 
worsened them. Though Mrs Kumaratun- 
ga has apparently consolidated her sup- 
port among the Sinhalese majority, a gulf 
may have opened between her and the 
Tamils. A few days before the election a 
suicide bomber attacked her final rally, 
killing about twodozen people and slight- 
ly injuring her. The bomb seems to have 
been the work of the Liberation Tigers of 
Tamil Eelam, the guerrillas who control 
chunks of Sri Lanka’s north and east and 
want to create a Tamil state there. Mrs 
Kumaratunga, who anyway had been less 
willing than her rival to negotiate with the 
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Victory and war in Sri Lanka 


Tigers, may now be more tempted to take 
ahard line. Ordinary Tamils, who backed 
the president in the 1994 election, seem to 
have defected to Mr Wickremesinghe this | 
time. Mrs Kumaratunga’s mandate thus | 
looks a little one-sided. “The president will 
have to work very hard to convince the 
Tamil people she has something to offer,” 
says Jayadeva Uyangoda, a political scien- 
tist at the University of Colombo. 

The bombing was not the election's 
only violent incident. A near-simulta- 
neous explosion, also thought to be the 
work of the Tigers, killed about a dozen 
people at a rally for Mr Wickremesinghe. 
Several people were also killed in inter- 
party violence during the campaign and 
observers reported numerous incidents of 
ballot-box stuffing, intimidation of voters 
and other acts of electoral tampering. 
Mostof the allegations were levelled at the 
ruling party. The monitors agreed that 
voting had been fair in most places, but 
seemed to disagree about how seriously 
the irregularities may have compromised 
the result. The question now is whether 
the forces that gave Mrs Kumaratunga vic- 
tory can also give Sri Lanka peace. 








his party before the next election, which 
must be held by November 2000. For his 
part, Mr Chuan must hold his coalition to- 
gether until then. His hand could be 
strengthened by a favourable result in the 
Senate election due in March. 

The members of the Senate used to be 
appointed by the king. But a constitutional 
charter, drawn up with the aim of bolstering 
Thailand’s democracy, allows the new Sen- 
ate to be elected. It will also acquire some 
teeth, with, for instance, the ability to delay 
legislation. Although the new senators— 
most of the candidates are retired civil ser- 


vants—are supposed to be apolitical, many 
have political leanings. And many of them 
could lean towards Mr Chuan. 

So in the end Mr Chuan may have 
emerged stronger from the no-confidence 
debate than he was when it started. He 
seems more likely to remain prime minister 
after the next election, and his party seems 
less likely to be so reliant on small coalition 
partners. If so, unstable, short-lived govern- 
ments may yet become a thing of the past 
much as military coups—Thailand has hac 
17 since its absolute monarchy was reformec 
in 1932—have done already. 





A bent hammer of Iraq 


France has joined Russia and China in an example of how not to give th 


United Nations more authority 


i kirey special panels, half a dozen draft 
resolutions and a whole year after the 
United Nations’ arms inspectors were 
barred from Iraq, the Security Council hasat 
last groped its way to a new attempt to pre- 
vent Saddam Hussein from building an ar- 
moury of mass-destruction weapons. On 
December 17th, by 11 votes to nil, the council 
created a new inspection agency, UNMOVIC, 
to take up where its moribund predecessor, 


unscom, had left off. But matters are not cu 
and dried. Three of the five permanen 
members of the council abstained, and Iraq 
upon whose co-operation the whole schem: 
relies, had issued a flat rejection of the reso 
lution before it had even been adopted. 

The new resolution makes many conces 
sions to Iraq. It immediately lifts the ceilin 
on the amount of oil Iraq can sell under th 
oil-for-food programme, whereby Iraq is al 
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lowed to sell oil for cash which it is then en- 


couraged to use, under UN supervision, to 
buy food and medicines (unlike other goods, 
these have never been subject to the uN’s 
trade embargo on Iraq). Since Iraq’s battered 
oil industry had trouble reaching even the 
old limit, the resolution also pledges to find 
ways to increase the country’s oil exports.On 
the food side, it promises to speed up the 
mandatory screening of contracts (done to 
ensure that Iraq does not try to cheat by im- 
porting prohibited goods) and to cut admin- 
istrative costs. And it lets the Iraqi govern- 
ment spend oil-for-food money on local 
goods, in the hope of perking up the coun- 
try’s catatonic economy. 

Various public-relations gimmicks are 
alsoon display, such as a loosening of restric- 
tions on air travel so that Iraqi pilgrims can 
fly to Mecca. The resolution even speaks of 
recruiting staff for the new inspection agen- 
cy “from the broadest possible geographical 
base” (meaning relatively fewer Americans 
and Britons), and giving the inspectors “cul- 
tural training” (no more rude gestures at Iraqi 
officials from the unscom bus, whatever 
those officials do to harass them). 


Most important of all, the resolution 


holds out the prospect of suspending sanc- 
tions before all the inspectors’ questions 
about Iraqi weapons are answered, so long 
as the Iraqis show signs of co-operating on 
the most pressing matters. But therein lies 
the snag. The Iraqi regime must disclose 
missing information about its chemical-and 
biological-weapons programmes and the 
odd stray missile--something it has hitherto 
seemed unable or (more likely) unwilling to 
do. Furthermore, it will have to allow the in- 
spectors of UNMOvic into any site at any 
time, a stipulation that occasioned umpteen 
rows with UNSCOM. 

Ifanything, uNMovic starts out with an 
even bigger handicap than unscom, since it 
does not have the Security Council solidly 
behind it, and the Iraqi regime is adept at ex- 
ploiting divisions within that body. Britain 
and America, the resolution’s chief advo- 
cates, negotiated exhaustively with the other 
permanent members of the council 
to try to get a unanimous vote. They 
altered their draft to put more deci- 
sions in the hands of the council it- 
self rather than those of the weapons 
inspectors, politically independent 
though these are supposed to be. 
And they backed down from their 
previous insistence on a full ac- 
counting of illicit weapons before 
sanctions could even be eased. 

To no avail. France, Russia and 
China complained that the final 
draft still contained a vague refer- 
ence to compliance “in all respects”, 
which they thought could mean us- 
ing minor obscurities to justify the 
retention of sanctions. So the three 
countries settled on the ambiguous 
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RE Islamic terrorists preparing to strike 
against Americans during their holi- 
day revels? The arrest last week of an Alge- 
rian as he crossed into the United States 
from Canada—and the later arrest of an- 
other Algerian—has sharpened fears that 
| they will. The first man, Ahmed Ressam, 
| was allegedly carrying parts for a large 
| bomb: nitroglycerine, explosive oil and 
urea, together with a timing device. He 
had earlier been denied Canadian citizen- 
| ship because of links with the Armed Is- 
lamic Group of Algeria. 

Worse, claimed American officials, Mr 
| Ressam might be connected (though they 
| did not say how) with the United States’ 

chief bogeyman, Osama bin Laden. Mr 
bin Laden, a Saudi living in Afghanistan, is 
accused of being behind the bombing of 
two American embassies in Africa last 
year. Just three days before Mr Ressam’s 
capture, the State Department had re- 
leased a “worldwide caution”, saying the 
government had “credible information 
that terrorists [were] planning attacks spe- 
cifically targeting. American citizens”. The 
terrorists in mind were Mr bin Laden’s lot. 
Is such official nervousness justified? 
; Three-quarters of Americans do not think 
| $0, according toa poll this week, although 
8% are seriously worried that there will be 
l 
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terrorist violence on new year’s eve. Even 
the Taliban, Mr bin Laden’s protectors in 


gesture of abstaining, without using their ve- 
toes, which allowed the resolution to pass. 
This half-hearted endorsement—particul- 
arly in the case of France—will give Iraq hope 
that it can defy the resolution without seri- 
ous consequences. It was France's reluctance 
to stay firm with Iraq over the last two years 
of inspections that encouraged Mr Hussein’s 
successful defiance of UNscom. 

America and Britain have tried to put a 





The new-year bombers 


Afghanistan, have assured the American 
government that he has no plans to attack. 

Not everyone will believe them, espe- 
cially Americans abroad. Last week Jor- 
dan won the extradition, from Pakistan, of 
another man allegedly linked with Mr bin 
Laden. Khalil Deek is accused of leading a 
group that has been plotting to attack 
tourists or damage American buildings in 
the Middle East over the new-year week- 
end. Thirteen others have been arrested in 
Jordan, thwarting, say officials, an immi- 
nent terror campaign. 

The most serious threat to holiday 
peace may be in Europe. This week Span- 
ish police found a bomb weighing nearly 
a tonne, ready for detonation, in a van 
heading for Madrid. The driver was linked 
to ETA, a Basque separatist group that has 
just ended a ceasefire. 

But, at least inside the United States, Is- 
lamic violence is less likely than other 
sorts, according to a recent Fai report. That 
concentrates on the dangers posed by 
apocalyptic cults, white supremacists, 
black Hebrew Israelites and, of course, 
any militias eager for the battle against a 
New World Order. Two alleged members 
of the last (the San Joaquin County Mili- 
tia) were charged on December 2oth with 
firearms offences and accused of plotting 
to blow up a propane plant in California 
to “fan y2x hysteria”. 








brave face on all this. They pointout that, de- 
spite the disagreements, the new resolution 
is now in force. The UN must appointa direc- 
tor of UNMovic, who will draw up an agen- 
da for the agency and start recruiting staff. If 
all this goes smoothly, some of the sceptics 
on the Security Council may yet be won 
over. Iraq could always change its mind and 
let the new inspectors in if Mr Hussein con- 
cluded that this was the only way to have 
sanctions lifted. Meanwhile, some 
measures, including improvements 
in the oil-for-food programme, will 
be implemented regardless of pro- 
gress on the weapons front. 

On the other hand, if Iraq refuses 
to play along, the Americans and 
British hope atleast to blunt the criti- 
cism they endure for upholding the 
embargo. The impasse may drag on; 
ordinary Iraqis may continue to suf- 
fer from sanctions; the attempt to get 
a grip on Iraq’s arms plans may lan- 
guish: but nobody will be able to 
blame America and Britain for not 
trying to stopone of the world’s crud- 
est dictators getting hold of some of 
the world’s nastiest weapons. 
le aiid gcc eet tit ti pn ae | 
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I have never settled for better, 
when best was within reach. 


I have zero interest in okay. 


I have never mistaken listening 
for understanding. 


I have frustrated cynics. 


I have been difficult when necessary. 
I have been easy when faced with perfection. 


I have lit fires. 


I work for J.P. Morgan. 


> . 
JI Morgan natashatsukanova@jpmorgan.com (investment banking-energy advisory) 
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Richard Branson won a handsome price for Virgin Atlantic. He needed it 


Y ANY measure, it was a splendid deal. 

Extracting £600m ($960m) from Singa- 
pore Airlines for 49% of Virgin Atlantic is a 
triumph for Richard Branson. The price is 
impressive. The airline's profits are collaps- 
ing this year (from the £100m Mr Branson 
claims for the year toend-April), because of a 
transatlantic price war. Chris Avery, an avia- 
tion analyst at J.P. Morgan, an investment 
bank, reckons that, whereas most European 
airlines’ shares trade on a multiple of 0.8 of 
turnover, Mr Branson has extracted 1.2 times 
the group’s supposed £1 billion of sales. 
Moreover, it shows his approach to business 
at its best: launch a company, build a brand, 
never mind the profits, and flog it at the right 
moment for a huge gain. 

Yet Mr Branson is selling the left ventricle 
of his rambling business group, the part that 
pumps out profits to compensate for loss- 
making companies such as v2 Music and 
Virgin Cola. Interestingly, he is also selling 
the maximum allowed to a foreign owner 
under aviation’s archaic protectionist rules. 
The Singapore deal, sweet as it seems, raises 
questions not just about the future of Virgin 
Atlantic and Singapore Airlines in the vola- 
tile world of airline alliances, but also about 
the Branson way of doing business. 
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For his part, Mr Branson says he will nev- 
er give up control of the airline that he calls 
“his baby”—though he has dumped other 
babies in the past. He sold his music group to 
EMI in 1992, not just to safeguard the future of 
Virgin Atlantic, but also to underpin the 
shaky finances of the rest of the group. This 
time he is breezily saying that he will use the 
money chiefly to finance his incipient tele- 
coms and Internet businesses. That is a nov- 
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elty for the tycoon. In recent years he has fi- 
nanced new ventures by contributing his 
brand, while others put up the money. Why 
is he not using this familiar route with the In- 
ternet? After all, there is no shortage of capi- 
tal for dot.com ventures (see next story). 

Start, however, with the airline. Virgin 
has been flirting shamelessly with Air 
France (which, thanks to the Viagra of $3.6 
billion of state aid, has been rampant). Most 
analysts thought that he was about to sell 
20% of Virgin Atlantic to the privatised 
French carrier and join its fledgling Global al- 
liance, along with Delta Air Lines and a few 
others. Instead, he is forming a bilateral deal 
with Singapore, whereby they will jointly 
sell each other’s flights and seek economies 
of scale through joint purchasing and soon. 

For Singapore, Virgin is a catch. It is the 
sixth-biggest carrier across the North Atlan- 
tic, and the third-biggest European behind 
British Airways and Lufthansa. Singapore 
has been refused permission by the British 
authorities to run transatlantic services from 
London. Now it can sell space on Virgin 
flights, transferring in London. 

Yet the deal came as a surprise to Singa- 
pore’s friends in the worldwide Star Alliance, 
led by Lufthansa and United Airlines, which 
Singapore is due to join. Mr Branson insists 
he has no plans to fold Virgin Atlantic into 
Star, although that might be just a delaying 
tactic. Now, even before Singapore joins Star, 
it has set itself up to compete with United on 
transatlantic flights from London. Inevita- 
bly, given Mr Branson's French dalliance, 
this raises the spectre of Singapore's ratting 
on Star and the two airlines’ both joining the 
Global alliance. 


The Branson Way 


Analysing Mr Branson's motives is hard be- 
cause of the scarcity of financial information 
about his group. As private firms, his compa- 
nies report only to Companies House and 
Mr Branson himself. The last time The Econ- 
omist scrutinised this information nearly 
two years ago, we found that virtually all the 
Branson firms, except his airline and holiday 
companies, were posting losses. (Most of his 
companies are still losing money, although 
Virgin Rail Group is now making profits on 
the back of government subsidies, due to 
disappear soon.) Mr Branson's riposte was to 
say that he ran the businesses for capital 
gains rather than short-term profits. 

The current Virgin filings are odd in sev- 
eral respects. One hint of possible problems 
at the airline is that its accounts for the year 
ended April 1999 (before the price war really 
hit Virgin) are several months overdue com- 
pared with previous years’ filings. Records 
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Rolling stock 


LOS ANGELES 


OBOS jumping trains to cross Ameri- 

ca made good music, but slow pro- 
gress. Freight companies have been singing 
the same blues ever since the 19th century, 
when Congress forced America’s big rail 
companies to compete with each other. As 
a result, cars going from factories in Detroit 
to showrooms in Seattle, or grain from the 
plains heading for the ports of the east 
coast, have to sit around for up to 24 hours 
on sidings in switching yards in Chicago or 
Sioux City, as the wagons carrying them are 
uncoupled from one firm’s locomotives 
and shunted to those of another. 

A merger announced on December 
2oth aims to reduce such delays by linking 
under one firm 50,000 miles (80,000km) of 
track stretching from San Diego in south- 
ern California to Halifax on the east coast 
of Canada. Burlington Northern Santa Fe 
(BNsF) and Canadian National Railway 
(cnr) will merge to create the continent's 
largest railway company, North American 
Railways with a market value of $19 billion. 
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Making rail mergers work is difficult— 
one reason why the firms’ shares fell on the 
news. Asa result of consolidation since the 
industry was deregulated in 1980, America 
has four big firms, two in the west and two 
in the east. Each merger has created terrible 
congestion. Grain farmers in the mid-west 
claimed that the 1995 takeover of Chicago 
& Northwestern by Union Pacific, BNsF’s 
big rival in the west, cost them $100m in ex- 
tra storage expenses because of delays. 

Yet the prize is worth winning. BNSF 
and cnr have little overlapping track, so 
there is unlikely to be regulatory pressure 
to allow access to competitors. Moreover, 
the network will not only run from coast to 
coast but will also join the three members 
of NAFTA in north-south links that run 
from Canada to the Mexican border. 

Which leads to the greatest benefit: the 
possibility of more “end-to-end combina- 
tions’—trains that complete their entire 
journey in one piece, rather than being bro- 
ken apart at hubs. Although 1.2 trillion 





Up the junction 


tonne-miles travels by rail in America, 
compared with 900 billion tonne-miles by 
road, lorries carry twice as much as trains, 
measured by revenue. Carrying valuable 
manufactures, rather than coal and steel, 
depends on fast reliable connections— 
even if the hobos prefer the slow track. 








show the last figures as being for the year to 
April 1998, and company sources suggest 
that new figures are still weeks away. 

This would not matter much, were it not 
for a whiff of sulphur from other Virgin 
companies. In October Mr Branson sold his 
loss-making British cinema subsidiaries to 
uca, a French cinema chain, for £215m. The 
latest filing for this part of the group shows 
that this deal levelled a mountain of debt: in 
January 1999 this amounted to £190m, on a 
turnover of only £84m and losses of £11m. 
Another part of Mr Branson's empire, Virgin 
Retail Group, is also heavily indebted, fol- 
lowing last year’s purchase for £145m of the 
75% of Virgin Our Price record shops that it 
did not own. A plan to recoup around £85m 
by selling the smaller outlets fell through this 
year. The 1999 accounts for Virgin Retail are 
also being filed later than usual, as are ac- 
counts for Virgin Cola, a venture in which 
Mr Branson says he has invested heavily in 
the past 18 months. 


Internet fantasy 


Mr Branson’s suggestion that he will use 
some of Singapore’s money to build Vir- 
gin.com into one of the world’s top three In- 
ternet portals looks far-fetched. The three 
main portals, America Online, Yahoo! and 
Microsoft Network (Msn) attract more than 
15% of the page views on the Internet (see 
chart on previous page). What’s more, their 
share is growing. The five next-best perform- 
ers, which include search sites such as Lycos 
and AltaVista, are stuck at about 4%. Already 
Internet analysts say the game is over. They 
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may be wrong. But even becoming number 
three in Britain isa tall order. 

More realistically, Mr Branson might as- 
pire to be one of the 100 or so best “vertical 
portals”—specialists, such as eBay, Ama- 
zon.com, CNET and cNnnfn. Between them, 
these receive about 21% of daily page views. 
But joining that elite of media and services 
sites will be hard for a late-starting, largely 
British-based firm. 

Nor is the money he will have toinvestin 
the web impressive by the standards of pub- 
licly traded competitors such as Amazon, 


whose dizzy valuations give them access to 
more or less free capital. Unless, that is, the 
man who took his firm private because he so 
disliked being quoted, is prepared to list his 
Internet firms on the stockmarket. 

Having disposed of his music business, 
this is the second time Mr Branson has sold 
his past to buy a future. The question is 
whether the Internet and mobile phones 
will bring the riches he hopes. He has a re- 
markable record. Yet his Internet boast is 
reminiscent of an earlier claim that Virgin 
Cola would rival Pepsi and Coke. It hasn't. 





The Internet 


Brands hatch 


SAN FRANCISCO 


A new sort of firm is trying to steal some of the Internet action 


IVEN enough all-nighters, pizza and 

diet Coke, it takes slightly less than a 
year tocreate an Internet company. But even 
that is too long in a world where entrepre- 
neurs and their backers think that the first 
person to get a new venture up and running 
will scoop the pool. Hence the idea of help- 
ing companies through those first difficult 
months—a job performed by firms called 
“Internet incubators”. Such company- 
breeders have been popping up all over the 
United States and Europe. The first of these 
incubators now intend to go public them- 
selves. In the coming weeks, Idealab! and di- 


vine interVentures are expected to do their 
bit tostoke Internet mania by filing for stock- 
market listings. 

Incubators, or something similar, are not 
a new idea. Thousands of them, mostly 
created in the past two decades, breed all 
sorts of new companies in all sorts of places. 
However, in recent years specialised high- 
tech incubators have emerged. Because so 
much money is pouring into Internet ven- 
tures, the other elements of a new comp- 
any—managers, accounting skills, person- 
nel, legal advice and so forth—are scarce. An 
incubator aims to provide them, in exchange 
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-for equity. New incubators breed roughly a 
dozen firms a year, minding each for about 
six months before the hatchlings have to 
make their own way in the world. 

As well as accelerating the development 
of business, incubators also bridge the wid- 
ening gap between venture capitalists and 
young entrepreneurs. In the past quarter, 
venture capitalists showered Internet-relat- 
ed start-ups with $5.2 billion, almost five 
times as much as during the same period a 
year ago, according to Pricewaterhouse- 
Coopers, an accounting firm. Venture capi- 
talists now manage such large funds. that 
they lack the time to bother with start-ups 
that need less than $1m in seed financing. 

Idealab!, based near Los Angeles 
and created in 1996, was the first In- 
ternet incubator. The firm is mainly a 

+: vehicle for the ideas of Bill Gross 
he is reputed to have “one a mi- 
nute”. One of the first Idealab! 
hatchlings was CitySearch, a web- 
site containing local information 
about such things as which places 

- to visit and where to eat. Mr Gross 

__ Started it after he struggled to find a 

- barber in the New York Yellow Pages. 

A recent start-up is an online retailer 
called CarsDirect.com, the result of Mr 
Gross’s frustrating experience buying a 
new car. 

Unlike other entrepreneurs, Mr Gross 
hires a team before even turning his ideas 
into a business plan. To help it build a proto- 

_ type of a new web service, the team receives 

“up to $250,000 seed financing and the help of 
Idealab''s executives. This help includes not 
only a fairly terrifying stint working right in 
front of Mr Gross’s office, but also the atten- 
tions of his less distracted associates. 

Whereas Idealab! mainly aims to give life 
to Mr Gross’s inspiration, most incubators 
take proposals from wherever they come. 
They are typically launched by experienced 
Internet entrepreneurs, or by large compa- 
nies and venture-capital firms. Softbank 
Venture Capital, the investment arm of Soft- 
bank, a Japanese Internet powerhouse, start- 
ed an incubator in Silicon Valley, called Hot- 
Bank, and now wants to set up a network of 
the things throughout America. 

The founders of the dozens of recent in- 
cubators dream of repeating the feat of 
cmGIi, which owns a stake in such popular 
websites as Lycos and AltaVista; or of the In- 
ternet Capital Group (icc), which owns a 
‘portfolio of dozens of e-commerce firms. 
Both are now worth more than $20 billion. 
Idealab! will probably outdo that—particu- 
larly if Mary Meeker, a well-known Internet 
analyst at Morgan Stanley Dean Witter, joins 
the firm, as rumour suggests. 

But the incubators are also trying to satis- 
ify a genuine need. At one extreme, the Pana- 
sonic Internet Incubator, for example, aims 
to do no more than enhance the existing in- 
formal network of support services in Silicon 
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Valley, where it is based, by helping firms 
find service companies and experienced en- 
trepreneurs. At the other, Camp VI, of San 
Francisco, wants to cater for a start-up’s ev- 
ery need and provides services in-house. 
Some incubators are also trying todesign 
a system for building firms. The offices of 
eCompanies, a Californian firm that boasts 
a “Henry Ford approach”, look like a cor- 
porate assembly line. As start-ups move 
along the next L-shaped string of desk clus- 








ters from one “division” to the next, they are 
“fitted” with experts in strategy, finance or 
technology, as required. 

eHatchery, an incubator based in Atlan- 
ta, has filed a patent application for a soft- 
ware-based guide for start-ups, called eCel- 
eration. It breaks incubation into “phases” 
and “gears”, through which a new firm must 
pass. If it hasn’t, for example, developed an 
“initial marketing and public-relations 
plan” by a certain date, the chief executive 
will get a reminder by e-mail. 








Telecom Italia 


On hold 


ROME 





_ BUSINESS AND FINANCE 


At the moment, incubators seem to be 
the answer to an entrepreneur's prayers. Yet 
systematically hatching companies can 
have disadvantages. One danger is that fore- 
ing start-ups to work within a tightly defined 
framework may limit creativity. Joining an 
incubator can also be expensive. In return for 
their services, most incubators want a higher 
stake in the company than do traditional 
venture capitalists—in some cases almost 
50%. Some bring relatively little to the party 
other than a thirst for other people’s ideas. 

Will start-ups raised in incubators really 
turn out to be better than those that have 

grown up in the wild? Exposure to the 
harsh realities of business prepares bud- 
ding managers for the graver crises they 
will encounter as their firms grow. 
Breeders might also find it difficult to 
pull the plug on poor performers— 
especially if they embody one of 
the incubator’s own ideas. 

~ Yet, despite those drawbacks, 
good incubators still have a part to 
play in the Internet economy—es- 
pecially outside Silicon Valley, 
where appropriate support services 
for start-ups are scarce. Europe, in 
particular, suffers from the lack of 
both business-angels and early-stage 
venture capitalists with enough knowl- 
edge and experience to provide the “adult 
supervision” that most new dotcoms re- 
quire. Six months ago, Europe had hardly 
any incubators. Today, there are at least 100, 

most of them based in London. 

That in itself suggests a problem in the 
making. Too few aspirant incubators genu- 
inely possess the skills they claim. Many 
have been started by smooth-talkingconsul- 
tants, eager to cash in on the Internet boom 
before it is too late, rather than by experi- 
enced entrepreneurs who have won their 
stripes in the trenches. Indeed, with so many 
fledgling incubators trying to get off the 
ground, some might usefully employ the ser- 
vices of an incubator themselves. 


Whether Roberto Colaninno plans to sell Telecom Italia or manage it, the 
company badly needs to be restructured 


OU could forgive Roberto Colaninno, 

the chairman and chief executive of Tele- 
com Italia, for having thought the hardest 
battle was won. He and the bankers of Oli- 
vetti, the information technology and tele- 
coms firm he headed, snatched Telecom Ita- 
lia from the jaws of Deutsche Telekom in 
May. Many suspected that Mr Colaninno, 
who loves deal-making, would rapidly 
shake up the former state-owned telecoms 


firm and, having done so, sell it. So far, how- 
ever, the only one to be shaken upis Mr Cola- 
ninno himself—with spectacular results (see 
chart on next page). 

“The first two months were a learning 
phase,” says Domenico Siniscalco, a director 
who joined Telecom Italia’s board in June as 
the candidate of the treasury ministry. “The 
next two were a nightmare.” The discomfort 
was probably caused by Mr Colaninno’s 
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BUSINESS AND FINANCE 


MUMBAI 


HE buzz around Mumbai these days is 

about a young entrepreneur who re- 
cently sold his four-year-old Internet por- 
tal, IndiaWorld, for a cool 5 billion rupees 
($115m) in cash. It looked as if the buyer, Sa- 
tyam Infoway,a one-year-old Internet pro- 
vider—yet, of course, to make a profit—had 
overpaid. But soon after the deal was an- 
nounced, depository receipts representing 
Satyam Infoway’s shares soared on the 
Nasdaq stockmarket in New York. More 
than $600m was added to the company’s 
market capitalisation. 

India’s first-ever such Internet deal left 
many breathless, even baffled. But many 
more may follow. Already, on December 
17th, Leading Edge Systems, a Mumbai- 
based rr company, announced it was buy- 
ing eCapital Solutions, another year-old 
Internet start-up. The deal is worth $135m, 
and will multiply several-fold the market 
value of investments made in both compa- 
nies by Indocean Chase Capital, an asso- 
ciate of Chase Manhattan. 

Foreign venture funds such as Chase’s 
have been on the prowl for the past year. 
cpc (a British government investment 
arm, formerly known as the Common- 
wealth Development Corporation), in- 
vested in $12m-worth of Satyam Infoway 





shares; those shares are worth nearly 30 
times as much today. Intel, a computer- 
chip maker, and Draper International, a 
fund founded by Bill Draper, an American 
venture capitalist, hope to make a killing 
when Rediff.com, an Indian Internet por- 
tal, lists its shares on the Nasdaq market 


next year. Many other foreign 
funds are similarly hoping to 
make money from technol- 
ogy-based businesses. 

All this is great news fora 
country that each year pro- 
duces 240,000 engineers and 
managers, but has so far at- 
tracted just under $500m in 
venture-capital investments. 
In the past little risk capital 
was available locally, and 
few foreign funds believed 
there was money to be made. That has 
changed. India’s entrepreneurs have 
proved their worth in Silicon Valley, and 
Indian software companies have become 
darlings of the stockmarket. 

Specialised technology and Internet 
funds are backing anyone with a bright 
idea, and big American firms such as GE 
Capital and Intel are investing in start-up 
companies that will help sell their pro- 
ducts. A growing number of rich Indian 
American entrepreneurs, known as “the 
Indus Entrepreneurs”—are eager to sow 
their money and ideas back home, much 
as expatriates from China and Taiwan 
have done. One such investor, K.B. Chan- 
drasekhar, who founded an Internet com- 
pany, Exodus Communications, in Ameri- 
ca, heads an official panel on venture 
capital in India. He has invested in two 
companies—Graycell and Aztec—based in 
Bangalore, India’s Silicon Valley. Sixteen In- 
dian rr entrepreneurs, including Kanwal 
Rekhi, who helped start Exodus, are setting 








Bullock market? 


upan 800m rupee fund, known as Infinity, 
to invest in new Internet firms. 

There are still obstacles, however, to 
the growth of the market: not least India’s 
capital controls and stockmarket regula- 
tions. cc, for instance, cannot sell its Sa- 
tyam Infoway shares on either a foreign or 
a local stockmarket. Many Internet compa- 
nies are precluded from listing locally by 
rules requiring three years’ profits. 

Some of these constraints may be on 
the way out. The Securities Exchange Board 
of India has relaxed listing rules for rr com- 
panies, and efforts are under way to resur- 
rect an over-the-counter market for unlist- 
ed companies. This month a sesı panel 
suggested changes in Indian tax and in- 
vestment rules to make life easier for for- 
eign venture funds. At present most oper- 
ate from tax havens such as Mauritius. The 
government clears each investment, and 
the central bank vets every sale. Even for- 
eign portfolio investors are less hemmed in 
with rules. 





scheme to shuffle Telecom Italia’s mobile- 
phone subsidiary to Tecnost, the indebted 
vehicle used by Olivetti for the bid, at a price 
that disadvantaged Telecom Italia’s minority 
shareholders. This financial restructuring 
would have helped Tecnost to meet its debt 
repayments by giving the firm direct access 


Ringing the changes 


_ Italian share prices, October 27th 1997=100 iat 












Rasy. eee 








1997 98 99 
|_Source Primark Datastream 








28 


to Telecom Italia Mobile’s (t1m’s) cashflow. It 
would also have left Telecom Italia as an 
overmanned fixed-line network whose pro- 
blems are severe—and have been since it was 
privatised in 1997. So severe, indeed, that an- 
alysts suspect Mr Colaninno might have 
tried to palm it offon the Italian government. 

The failure of the Tecnost scheme, in No- 
vember, brought about by pressure from 
minority shareholders, has affected Mr Co- 
laninno in two ways. First, he has lost stand- 
ing with investors, who initially looked on 
him as the man to bring some sense to Tele- 
com Italia’s bickering management. (Though 
some investors, such as 1FiL, an Italian in- 
vestment firm linked to Fiat, which sold its 
stake in the company despite government 
pressure, were never convinced about this.) 
And second, to the relief of those same inves- 
tors, Mr Colaninno has now decided to roll 
up his sleeves and sort Telecom Italia out. 

He does not have much time. In early De- 
cember the industry's regulator said he will 
weaken the former monopoly’s market 


power by the end of 2000, using a number ( 
measures, such as allowing subscribers 1 
carry their numbers with them when the 
change carriers. Telecom Italia’s competito: 
are now advertising heavily in newspape: 
and on television. 

This is a big threat to a group that N 
Colaninno describes as sleepy and lackir 
urgency. Arguably, Telecom Italia is th 
weakest of all the European carriers. Mr Ci 
laninno believes that some help could corr 
from the Italian business market, which lib 
businesses everywhere has a huge appeti 
for data transmission. Yet that is by r 
means certain. Medium-sized businesses ai 
increasingly choosing other firms such as A 
bacom for their telecoms. And although T 
lecom Italia has succeeded in keeping i 
largest accounts, they probably do not mal 
the firm much money. Already, prices ai 
under pressure: although fixed-line traff 
increased by 9.3% in the first half to the en 
of June, revenues fell by 1.6%. 

Revenues and profits are, by contras 
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growing strongly at tim. At half-year, the 
wireless business made roughly 30% of both 
Telecom Italia’s gross operating profits, of 11.5 
trillion lire ($6 billion), and also of its 23.5 tril- 
lion lire revenues from telecoms services. 
Even here, there are problems ahead. t1m’s 
market share may fall to around 50% by 2002, 
from this year’s. 60%. Tariffs for cellular calls 
are being squeezed, and Mr Colaninno fears 
further price-cutting. If Telecom Italia loses 
share in both its fixed-line and wireless busi- 
nesses, investors will take fright. 

Hence the need to act. Under Mr Cola- 
ninno, the board earlier this month ap- 
proved a three-year restructuring plan that 
will cut jobs, sell businesses, expand abroad 
and concentrate on areas that are growing, 
such as the Internet and mobile phones. 

The trickiest step is to reduce Telecom 
Italia’s 78,400 workforce by 13,500 over the 
next two years, with around a quarter of the 
job losses coming from head office and cen- 
tral services. Making the cuts will not be easy, 
even though the firm expects to lose 9,000 
jobs by not replacing staff when they leave. 
The barrier is opposition from both the un- 
ions and politicians, whose ability to reward 
friends with sinecures is under threat. 

Easier than taking on the establishment 
is to make deals that dispose of non-core ac- 
tivities. At the end of October, Telecom Italia 
finalised one under which part of its loss- 
making Italtel manufacturing subsidiary, 
which employs about 14,500, will pass to Sie- 
mens. Mr Colaninno also wants to offload 
Sirti, an installation subsidiary that employs 
11,700 people and barely breaks even. 

“These operations do not mean much in 
terms of money, but they are a sign that Tele- 
com Italia is moving forward,” observes Pao- 
la Toschi, an analyst with Banca Leonardo, a 
brokerage. She says, however, that more de- 
tails are needed—especially of November's 
decision to spin off and float rin. it, Telecom 
Italia’s Internet business. 

That leaves Telecom Italia itself. Above 
all, the firm must shed its rather bureaucrat- 
ic, monopolistic management culture. 
Around 800f the group's 1,100 dirigenti, or se- 
nior executives, many of whom owed their 
posts more to seniority than to ability, have 
gone since Mr Colaninno arrived. But he 
needs to prune savagely and quickly. Italy’s 
state electricity corporation shed a quarter of 
its 1,400 dirigenti in the year after a new 
managing director took over in 1996. Only 
840 remained at the end of 1998. 

Telecom Italia’s boss is now on proba- 
tion, On the one hand is the mess over Tec- 
nost; on the other his belated action and Te- 
lecom Italia’s recovering share price—thanks 
in large part to current high valuations on te- 
lecoms firms across Europe. Investors might 
yet see a sale of all or part of Telecom Italia. It 
would already be profitable for Olivetti. But 
for Telecom Italia to be a real coup, Mr Cola- 
ninno has plenty of spanner-work ahead. 
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Corporate bonds- 


Sauce for the goose? 








European companies have started to look after their shareholders. Shame 


about their bondholders 


| J HAT a marvellous year for sharehold- 

ers. Stockmarkets in most rich coun- 

tries have climbed sharply (again), many to 

all-time highs. Solid economic growth has 

helped; but so has a change of tack at many 

companies in the rich world: no longer do 

they just mutter about pursuing shareholder 
value; they are actually do- = 


important part of managers’ pay (nobody is 
paid in bond options), companies have fa- 
voured shareholders, to the detriment of 
bondholders. At the end of the 1980s some 
40% of the bond market by capitalisation 
was made up by issues rated Aa; now 42% of 
bonds are rated a. 

European bond inves- 
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ing something about it. No- | Corporate calamity : tors are not used to such 
where has this change been nae of rating changes treatment. On the whole, 


more dramatic (not to men- 
tion unexpected) than in 
Europe. Investors have 
been treated to a rash of 
takeovers, mergers, cost- 

cutting and share buybacks. | Negone 

But here’s a funny thing: 148-— 
investors in European cor- Sewer SF8 
porate bonds have had a 
miserable time. That seems odd; after all, 
such has been the demand for euro-denom- 
inated paper that more international bonds 
have been issued in euros this year than in 
dollars. Unfortunately, these investments 
have been dreadful. 

There are a number of reasons for this— 
notleast that there has been so much supply. 
Also, economic recovery has rekindled fears 
of inflation, and hence of interest-rate in- 
creases, which would be expected to dent 
bond prices. Even so, corporate-bond hold- 
ers have fared spectacularly badly. The 
blame lies with a combination of privatisa- 
tion, mergers and acquisitions, rapid 
changes in technology and—above all and 
perhaps  surprisingly—concentration on 
shareholder value. On the rosiest estimates 
European corporate bonds as a whole have 
underperformed government bonds by 
more than one percentage point this year. In 
sectors such as telecoms and consumer 
goods they have done much worse. 





Making the grade 


The immediate cause is not hard to fathom. 
Credit-rating agencies are downgrading far 
more corporate bonds than they are upgrad- 
ing. From January to October, according 
to Credit Suisse First Boston (csrs), Stan- 
dard & Poor’s and Moody’s, the two top 
American agencies, took 342 rating 
“actions” in Europe, including 
changes in “outlook” (to “stable”, 
“positive” or “negative”) as well as 
in the ratings themselves; 199 of these 
actions were negative. 

Rating agencies have been 
downgrading American companies 
for years. Perhaps partly because 
share options have become a more 





—-Notevent- | companies used to look 
related after their creditors. And 
|| notjust because the rates at 
which banks lent were gen- 
erous: to look after their in- 
terests, they often had seats 
on company boards. Now 
that banks themselves face 
more pressure from their 
own shareholders to lend more wisely, they 
are starting to pull in their horns. As a result, 
companies are paying less heed to banks’— 
and bondholders’—interests. 

For example, many are increasing their 
debt compared with their equity. This tends 
to suit shareholders, but not bondholders: 
the more debt acompany has, the greater the 
risk of its defaulting. Since the late 1980s, 
American companies have been increasing 
their gearing—the ratio of their debt to their 
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equity. Over the past two years, helped by 
changes in the law, share buybacks have 
caught on in Europe. J.P.Morgan estimates 
that this year such buybacks are likely to to- 
tal some €18 billion ($18.2 billion). 

But higher gearing is only one among 
several reasons why European credit ratings 
are deteriorating. More important have been 
what rating agencies call “event risks”—no- 
tably those posed by a merger or a takeover. 
This, in turn, points to two developments 
that have savaged bond values: the adventof 
the euro and rapid technological change. 

By speeding up the creation of a single 
market and so creating greater competitive 
pressures within Europe, the euro has pro- 
voked a flood of mergers and acquisitions 
(M&A). In the third quarter of this year maa 
activity in Europe was, for the first time, 
higher than in America. Eight of the ten larg- 
est takeovers in the world in that quarter in- 
volved European buyers. Takeovers need 
not be bad for bondholders: for example, 
when they are financed with shares rather 
than debt, or when they improve a firm’s 
cost structure and profitability. But as it hap- 
pens, with the general exception of the bank- 
ing sector, mergers and takeovers have been 
bad for bond ratings. Many acquirers have 
borrowed money to complete their deals in 
cash. According to J.P. Morgan, 14 out of the 
20 European deals worth more than $5 bil- 
lion were paid for at least partly in cash. 

Another reason why the maa boom has 
been bad news for European bondholders is 
that many big deals have lately been hap- 
pening because technology is changing so 
fast. Traditional telecoms companies com- 
peting with nimbler mobile-telephone com- 
panies are a case in point; so are retailers un- 
der siege by the Internet. Rapid technological 
change erodes the value of traditional fran- 
chises and thus companies’ ability to pay 
their debts. As David Goldman, a senior 
strategist at csrB, puts it, “bonds collateral- 
ised by copper wire aren’t worth what they 
used to be”. Companies face two expensive 
choices: to develop the technology them- 
selves or to buy another company possess- 
ing it~and acquired (and sometimes acquir- 
ing) companies often have lower ratings. 

Consider, for example, the takeover in 
October of Orange, a mobile-telephone 
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NEW YORK 


N EXECUTIVE jet helps.:A briefcase 
stuffed with share options is even 
better. But nothing gives the boss of a for- 
eign company quite as good a glow as a 
listing of his firm’s shares on the New York 
Stock Exchange. The exchange lets such 
heroes ring the bell to start trading, hold 
parties on the trading floor and (if they 
have really made it) be interviewed on 
television by Maria Bartiromo of CNBC— 
“Money Honey”. 

For all the razzmatazz, these foreign- 
ers are not really listing their shares on the 
Nyse. They are launching an American 
Depositary Receipt (ADR). This is a securi- 
ty issued—for a fee—by an investment 
bank which holds a matching number of 
real shares in a depository bank in the 
firm’s home country. But they are some- 
what inferior to a true share, and the NysE 
is now promoting a “global share” instead. 
This instrument was created during the 
$68 billion merger that formed Daimler- 
Chrysler in 1998. The German-American 
car maker’s “global registered shares” be- 
gan trading on 21 exchanges in eight coun- 
tries in November that year. 

In this age of globalisation, what could 
| make more sense? Such a share can be 

traded electronically across many mar- 
kets and in multiple currencies at the 
same time. Yet a new study of the Daimler- 
Chrysler share by Andrew Karolyi, an 
economist at Ohio State University, sug- 
gests the global share may not be all it is 
cracked up to be. He examined the behav- 
iour of the share following the merger, and 
compared this with the pre-merger shares 
and aprs of the two companies. Before 
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The world is not enough 

















the merger, it was typical for 20-40% of 
trading to take place in New York. Since, 
this proportion has fallen steadily, to less | 
than 5% (with tiny volumes traded on the 
other 19 markets). It may be a global share, 
but it is mostly traded in Frankfurt. | 
Perhaps DaimlerChrysler appeals 
less to American investors than the two 
firms did apart. Certainly, trading in New 
York was not helped by the decision toex- 
clude DaimlerChrysler from the sap 500 
index. But more important, says Mr Karo- 
lyi, is the ease with which investors can 
trade electronically wherever they want 
in the world. They are increasingly going 
straight to the most liquid of the available 
marketplaces. So it becomes even more 
liquid, attracting still more investors. 
Soon, a single market dominates trading 
in a particular share. So is it really worth 
listing your shares in foreign markets, 
such as the nyse—which is not cheap, 
what with listing fees and so on? Well, | 
somebody has to ring the Big Board's bell. : 








company, by Mannesmann, an industrial 
conglomerate. Mannesmann’s debt was 
downgraded from a to Bas, and the price of 
its bonds plummeted. In America, the effects 
of such a downgrading might have been 
more limited. In Europe rules prevent many 
institutional investors from holding bonds 
with a rating lower than A. 

That the price of bonds issued by other 
telecoms companies also fell points to an- 
other worry. Investors in bonds issued by re- 
cently privatised utilities had assumed that 
governments would back these companies, 
in part by protecting their franchises. Per- 
haps the example of Britain’s utilities, which 
have been progressively downgraded since 
they were privatised, should have made 
them think twice. Yet the still comparatively 
high prices commanded by debts issued by 
once state-owned utilities, such as Deutsche 
Telekom, Germany’s former telephone mo- 
nopoly, or Enel, Italy’s main electricity com- 


pany, make some wonder whether the in- 
vestors are half asleep. “It’s an area of severe 
danger,” says one fund manager who. has 
bought only three new bond issues this year, 
and does not want to buy more. 

Some investors wonder about the hon- 
esty of the investment banks that peddle 
these bonds. In America, a handful of invest- 
ment banks handle most of the deals. The 
banks expect similar consolidation in Eu- 
rope, with the result that they are willing to 
pay companies to issue through them (a sub- 
sidy of $1m per billion-worth of bonds is ap- 
parently the going rate), and foist these on fi- 
nancial neophytes. “The quality of financial 
analysts’ output is a disgrace,” seethes one 
fund manager. “You get a 12-page glossy re- 
port from a teenage scribbler”—no doubt ad- 
vising that they are a buy because the issuer 
is committed to shareholder value. So that’s 
all right then. 
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Grim reaper 











The chief executive of Monsanto, Robert Shapiro, wanted a world made better by biotechnology. 
Why couldn’t he persuade others of his dream? 


N PERSON, Robert Shapiro is thoughtful, ur- 

bane and affable. He made his name at Mon- 
santo in the 1980s as the brains behind Nutra- 
Sweet, turning what was a bulk foodstuffintoa 
famous brand. More recently, Mr Shapiro has 
gone out of his way to preach corporate re- 
sponsibility and sustainable development. His 
big idea is to bring cutting-edge genetics re- 
search and molecular design to bear on novel 
drugs and crops, a new hybrid science that 
promised “food, health, hope”, according to 
the company’s motto. 

“Bob Shapiro is closer to a genius than an 
idiot,” observes one industry colleague. But he 
nevertheless made the elementary mistake of 
thinking that Europe is much the same as 
America, and that the aggressive promotion of 
its technology, and uncompromising dealings 
with activists and retailers, would win the day. 
Instead, the fruit of Monsanto’s labours, genetically engineered 
seeds such as herbicide-resistant soyabeans, have been roundly 
rejected in Europe and Mr Shapiro has become a hate figure 
among activists. How could a master of marketing and an expo- 
nent of business ethics get things so spectacularly wrong? 

The price of his mistake became clear on December 19th when 
it was announced that Monsanto is to merge with Pharmacia & 
Upjohn, a Swedish-American drug firm. Monsanto’s agribusiness 
unit will survive, but as a separate entity that will be partly floated 
and, many analysts believe, soon sold. If so, it will mirror the fate of 
Mr Shapiro, who will hang around as non-executive chairman for 
the next 18 months before moving on. A year-and-a-half ago, he 
and his firm were flourishing; now both it and his concept of a life- 
science company—one that applies biotechnology to medicine, 
food and farming—have been demonised from India to Indiana. 

In part, that is the risk every visionary runs. Anyone who pro- 
pounds the idea that agricultural biotechnology will save the envi- 
ronment and feed the world’s hungry is sure to earn as much en- 
mity as admiration—from investors as well as environmentalists. 
To his supporters, Mr Shapiro is someone who has revolutionised 
agribusiness, but whose strategy is too long-term for the Internet- 
crazed investors of Wall Street. To his detractors, Mr Shapiro has 
huge blindspots. He failed to understand the nature or magnitude 
of the mess that Monsanto is in, or the way to extricate it, until it 
was too late. 





vated people and giving them scope to go their 
own way, an approach variously described as 
“exciting”, “empowering”, “messy” and “Tom 
Peters gone crazy”. While times were good, this 
did little harm, yet when the European back- 
lash gained ground in 1998, a strong centre was 
needed—but lacking. By then, his team was 
unused to taking orders or to reporting the 
firm’s course back to the bridge. Matters were 
made worse by the distraction of a proposed 
merger with American Home Products. The 
deal’s rationale, one former employee says, 
was not well explained to Monsanto's rank- 
and-file who resisted such a different cor- 
porate culture. In the end, the merger fell 
through, largely because neither Mr Shapiro 
nor Monsanto was comfortable with the sort 
of organisation that a larger an wanted toim- 
pose. He thinks the latest deal will work, in part 
because leadership in the new firm will not be shared, as it would 
have been with anp, but will lie squarely with pau’s Fred Hassan. 

The anp fiasco was not Mr Shapiro’s only distraction, As well 
as betting on biotechnology, he bought a number of seed compa- 
nies so as to have a lock on the science from laboratory to farm. He 
paid alarge premium for some companies, such as per Cambridge, 
which some thought an odd fit. These deals led to accusations of 
abuse of monopoly power by both farmers and activists. One re- 
sult was a class-action lawsuit against the firm in America, and a 
long investigation by America’s Department of Justice which has 
caused Monsanto to withdraw its offer for one seed firm. Another 
result of the acquisitions was to saddle the firm with more than $6 
billion in debt. With this gamble, the company stood to make a lot 
of money ifits biotechnology took off. But when it all went sour, its 
standing with investors worsened all the more quickly. 


Comes a cropper 


Communications with the outside world also failed—and that 
suggests a wider lesson for technology firms. A shadow fell be- 
tween Mr Shapiro's idea and Monsanto's reality, because he decid- 
ed toleave his managers to argue their corner. Mr Shapiro is used to 
putting the big picture across, but he and his managers were con- 
vinced that those whose ignorance led them to reject biotech- 
nology would eventually be swayed by Monsanto’s assurances of 
safety and its research, which is highly praised in both industry 
and academia. Company officials 





To be fair, Mr Shapiro and Mon- 









have doggedly defended the firm’s ge- 
netically tinkered seeds and high-tech 
agrochemicals by trotting out studies 
on increased crop yields and falling 
pesticide outlays. Yet the public wants 
to talk about social values, not soya- 
bean statistics. Mr Shapiro now ac- 
knowledges that he was naive, espe- 
cially when it came to fighting the 
criticism of pressure groups and the 
press by scientific arguments alone. 
©] What Mr Shapiro seemed to forget was 
aes that scientific certainty often sounds 
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santo have alsohad theirshareof poor | Breeding season 
luck. Popular suspicion ofgeneticengi- | Agribusiness sales, 1998, $bn 
neering, matched by regulatory vacil- nee oe 
lation, has spread rapidly across Eu- i Oat + Astrazeneca 
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blood have shaken public faith in reg- | pioneer Hi-Bred* 
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Yet Mr Shapiro has also failed to | American 
get his message across inside Monsan- | Home Products 
to. He is a great believer in organisa- | POW Chemical 
tional innovation, hiring bright, moti- LJSnetomeany eres 


-| like corporate arrogance. 
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A matter of gravity 


Newton discovered it. Einstein complicated it. But nobody really understands 
the force of gravity. Part of the explanation may be that it is not really all here 


OT many people think that a small 
magnet is performing a remarkable 
feat when it grabs a nail off a table. Nima Ar- 
kani-Hamed, on the other hand, does. The 
nail, he points out, has the entire mass of the 
earth tugging down on it through gravity, but 
this still cannot overcome the force of the 
magnet. Why is gravity so miserably weak? 
This is a question that has puzzled phys- 
icists for decades. But two recent papers in 
Physical Review Letters, by Lisa Randall of 
Princeton University and Raman Sundrum 
of Stanford University, suggest an answer. 
They build on an idea proposed earlier this 
year by Dr Arkani-Hamed, who works at the 
University of California, Berkeley, and two 
of his colleagues: Savas Dimopoulos of Stan- 
ford, and Gia Dvali, of New York University. 
Together, all these physicists believe 


This theory would be convincing 
enough were it not for a rather awkward re- 
quirement. For gravity to have dwindled as it 
did, the starting conditions for the universe 
had to be exactly what they actually turned 
out to be. Even a minuscule deviation in cer- 
tain values, such as the mass of an exotic par- 
ticle called the Higgs boson (which bestows 
mass on other, more ordinary particles), 
would have meant that gravity could not 
have weakened as it did. The result would 
have been a universe in which stars, planets, 
human beings and so on could never have 
come into existence. 

Dr Arkani-Hamed describes these high- 
ly constrained starting conditions as requir- 
ing the universe to be like a pencil balancing 
on its point—possible in theory, but wildly 


that the reason gravity is such a a 


weak force in the universe is that it 
does not actually spend much of its 
time here. 


Hide and seek 


In the traditional way of looking at 
things, gravity is one of four funda- 
mental forces that hold the universe 
together. The other three are the 
strong nuclear force, which binds 
the particles in atomic nuclei; the 
weak nuclear force, which is re- 
sponsible for some sorts of radioac- 
tive decay; and electromagnetism. 

All three of these other forces 
are much more powerful than grav- 
ity, But it was not always so. Most 
physicists believe that, at the time of 
the Big Bang, when the universe be- 
gan, all four forces were symmetri- 
cal, and thus of equal strength. Ac- 
cording to this idea, the different 
sorts of sub-atomic particle in.the 
early universe were also symmetri- 
cal with each other. Soon, however, 
the elegant symmetry of everything 
with everything else began to break 
down. The different sorts of particle 
and force adopted their modern na- 
tures, and gravity dwindled to a 
pale shadow ofits former self. 
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improbable in practice. He likens previous 
attempts to explain the so-called hierarchy 
problem (why gravity is so much weaker 
than the other three forces) to the creation of 
a hand designed to hold the pencil up. 

Instead, he and his collaborators pro- 
pose a different explanation. Rather than cir- 
cumventing the hierarchy problem, they 
propose to abolish it entirely. In their view, 
the problem does not exist. The weakness of 
gravity is an illusion. It actually remains just 
as strong as it ever was, but not all of its 
strength is exercised in the perceptible uni- 
verse. Rather—and in contrast to the other 
three forces—gravity frequently operates in 
two or more extra dimensions beyond the 
commonplace four (the three of distance, 
plus time). And the longer it spends in these 
other dimensions, the weaker are its effects 
in the dimensions inhabited by people. 


Lost in space 


Introducing extra dimensions to account for 
gravity’s weakness may sound loopy, but 
there is a good precedent. One of the best ex- 
planations of why the universe is the way it 
is—so-called string theory—requires that the 
universe be, in fact, ten-dimensional. 

In string theory, the forces and particles 
of which the universe is now com- 
posed are actually vibrations of tiny 
strings made from these ten dimen- 
sions (six of which are confined to 
such strings, and thus are not per- 
ceivable in the human-scale world). 
Some strings have ends. Vibrations 
in these correspond to the strong, 
weak and electromagnetic forces, 
and particles that interact through: 
those forces. Others are closed 
loops. Vibrations in these corre- 
spond to gravity. 

Another consequence of string 
theory is that with the addition of 
an uth dimension the universe can 
be divided into so-called mem- 
branes. These are regions with few- 
er dimensions than the space sur- 
rounding them. (A familiar analogy 
might be witha wall, whichis a two- 
dimensional thing in an otherwise 
three-dimensional room.) 

Electromagnetism, and also the 
strong and weak nuclear forces, are 
confined to their membranes, and 
thus to this universe. That is because 
the ends of the strings of which they 
are composed tend to “stick” to the 
membrane in question. But gravita- 
tional strings have no sticky ends 
and can wander freely off into Dr 
Arkani-Hamed’s extra dimensions, 
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where they have no effect on matter stuck to 
he membranes of the observable universe. 
that is why gravity appears to be so weak. 

The bad news is that the papers by Dr 
undrum and Dr Randall suggest that a con- 
equence of all this is that the extra dimen- 
ions into which gravity is wandering might 
e infinitely large. This means that at least 
ome of the gravitational energy that enters 
hem never comes back. The universe, in 
ther words, may be leaking slowly away. 

On the other hand, the good news for 
hysicists is that, if the theory is correct, the 
ops formed by these extra dimensions, un- 
ke those of standard string theory, will be 
elatively large. The strings predicted by 
tring theory are so small and convoluted 
fat unwrapping them would require ener- 
ies that have not existed since shortly after 
1e Big Bang. (This is the main reason why 
tring theory remains just a theory.) Dr Arka- 
i-Hamed’s loops, however, may be observ- 
ble with existing equipment. 

That, of course, begs the question of why 
o one has actually observed the loops al- 


Jam tomorrow? 


OR most people, checking the weather 

before setting off for work in the morn- 
ing is simply a matter of switching on the 
radio or television, looking at a thermom- 
eter, or just sticking a nose out of the win- 
dow. Determining the extent to which traf- 
fic congestion will delay that journey is, 
however, less straightforward. Radio and 
television reports normally provide only a 
general outline of which roads are running 
smoothly. Looking out of the window will 
not help much. And even those broadcast- 
ers who are able toafford helicopters tospy 
on the rush-hour cannot easily quantify 
their observations in the ways that meteor- 
ologists are able to do with rainfall, wind- 
speed and temperature. 

What is needed, according to John Leo- 
nard of the Georgia Institute of Technology 
in Atlanta, is a way of specifying traffic 
congestion with greater precision. He 
thinks he has one. Conditions on the roads, 
he suggests, should be expressed in terms 
of a traffic “temperature”. 

In Dr Leonard's scheme, the degree of 
congestion for each road leading into acity 
would be worked out from data gathered 
by roadside cameras and induction-loops 
buried in the tarmac, and converted into a 
single number. This number—the traffic 
temperature—would enable drivers to esti- 
mate how long particular journeys would 
take before they set out. 

A traffic temperature of 60’, for exam- 
ple, might correspond to“nodelay” alonga 
route compared with the traffic conditions 
normally experienced on that route. A traf- 
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ready. One possibility is that they are not 


Another is that too many extra dimensions 
are involved (the more there are, the smaller 
the loops will be). But a third is simply that 
no one has looked for them before, because 
noone knew they might exist. 

And, in truth, they would not be all that 
easy to blunder across accidentally. Pho- 
tons—the particles that carry the electro- 
magnetic force—are stuck to their own par- 
ticular membrane and so cannot interact 
with Dr Arkani-Hamed’s new dimensions. 
Nor can the more exotic particles responsi- 
ble for the weak and strong nuclear forces. 
You have to look using gravity itself. But al- 
though the other forces have been probed 
endlessly, nobody has ever tried measuring 
gravity accurately over short distances. 

Now, that is changing. Experiments cur- 
rently being undertaken at Stanford, and 
also by John Price, a physicist at the Univer- 
sity of Colorado, will measure the force of 
gravity over a distance of less than a mil- 
limetre (the size of loop expected if there are 





there, and that Dr Arkani-Hamed is wrong. 





only two extra gravity-swallowing dimen- 

sions). The hope is that the strength of the 
gravitational field across such short distanc- 
es will be radically different from that expe- 
rienced between bodies further apart. 

If that does not work, there is a second 
possibility—to look for the energy leak into 
the extra dimensions using particle accelera- 
tors, At the moment, data collected for other 
purposes at the Fermi National Laboratory, 
near Chicago, are being analysed again for 
signs of a leak. If there are none, a more pow- 
erful accelerator may be needed—such as 
the Large Hadron Collider that is about to be 
built at the international cern laboratory, 
near Geneva. 

If that does not find anything, then Dr 
Arkani-Hamed and his colleagues are 
wrong, and it may be mere fluke that the uni- 
verse had exactly the right starting condi- 
tions for the emergence of humanity. If they 
are right, however, that universe may not be 
around for eternity. Itis slowly leaking down 
a multidimensional plughole. 
AOE, e| 








fic temperature of 80° might then corre- 
spond to 20 minutes’ delay, a temperature 
of 100° to 40 minutes’ delay, and so on. 
(Though Dr Leonard has yet to decide ex- 
actly how to define the temperature scale 
for traffic, he is keen for the resulting num- 
bers to fall into a range familiar to Ameri- 
cans, who stick stubbornly to Fahrenheit.) 
For those whose routes take them 
along but a single traffic artery, the inter- 
pretation would be simple. And even driv- 
ers whose joumeys involve switching be- 
tween several major roads should rapidly 
acquire a feel for the relationship between 
the various traffic temperatures and the to- 
tal durations of their trips, and would be 
able to allow extra time when necessary. 
Determining and broadcasting current 
traffic temperatures would, however, be 





just the first step, Dr Leonard’s website al- 


ready displays detailed traffic-flow maps, l 
which are updated every five minutes and 
presented in colour lurid enough to make a 
weather-forecaster proud. He plans to ex- 
tend the analogy between traffic and 
weather further, by producing detailed 
traffic forecasts. 

Forecasting the short-term future—the 
next hour or so—will be done by combin- 
ing “real-time” data with a traffic-flow 
model in order to work out how current 
congestion will ripple and disperse 
through the road network. Slightly longer- 
term forecasts—for the following day or 

| 





two—will also draw on historical data 
about how the flow of traffic varies with 
the day of the week, the weather, the level 
of hotel occupancy, and whether it is a 
school day. Such forecasts should help 
commuters to set their alarm clocks much 
more accurately. 

Admittedly, predicting tomorrow's 
traffic temperature differs from predicting 
tomorrow’s air temperature in a crucial re- 
spect. Weather forecasts do not affect the 
weather. But if empty roads are predicted, | 
drivers will be keener to use their cars, and 
those roads will fill up—an effect that will, 
itself, have to be incorporated in the fore- | 
casting models. 

If traffic forecasting can be made to 
work, keeping an eye on the traffic tem- 
perature should help drivers to keep their 
cool. And if Dr Leonard’s idea takes off, 
traffic temperature could. someday be- 
come a standard measure for congestion 
throughout the world—though the scale 
would, presumably, have to be rejigged for 
Celsius-loving Europeans. 
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PRICES AND WAGES Italy’scpr growth quickened to1.2%in the year to the third quarter.Ov-. 
er the same period Spain’s growth rate increased to 3.7% and Sweden’s rose to 4.1%. In the year to 

November American industrial-output growth rate went up to 4.3%; Sweden’s rose to 4.7% in 

October. The Dutch jobless rate fell to 3.0% in November. 
















































































































COMMODITY PRICE INDEX 
It has been.a sparkling year for 
De Beers, the South African diamond cartel, 


| which controls two-thirds of the world’s 

























































































*Not seasonally adjusted t average of latest 3 months compared with average of previous 3 months, at annual rate. ** New series. 








% change at annual rate The Economist poll industrial Retail sales © Unemployment | tradein uncutstones. Fuelled by the millen- 
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| Australia +32 4390 +41 +35 ma +13" +59 3 e7 uw 79 | IEY, particularly in America, sales of uncut 
Austria na +t? q@ +20 +28 na +63 Aw? +69 Aug | diamonds through its London-based Cen- 
Belgium +68 +1792 +18 +28 +a +2300  - 61 “| tral Selling Organisation surged by more 
Britain $37 +1893 +18 + 3.1 +39 +15 00 + 41 Nw | than a halfin 1999, topping $5 billion for the 
Canada +47 +42 03 +38 +34 +11.7 + 6.2 Sep + 43 Sep first time. In 1998 sales had slumped toan n- 
Denmark +08 +150 414 +23 na 09 ot -91 ot | year low in the wake of the Asian economic 
France +42 +30 Q83 +26 + 32 +11.6 + 3.1 Sep + 3.0 Sep | crisis, forcing the company to stockpile 
Semany tia $423 4 13 427 + 3h + 15 og -03o -| stones to support the market. But the spar- 
ty + 3B +12 3) +12 + 23 +60 - 1.4 Oc _* 1.0 Sep i O | ki fade. D; ; plans tosellthi 
Japan 738 40903 +10 +11 4157 +13 Oa T18 Sep 4600. 43 e may fade. De Beers plans to sell the same 
Netherlands +45 +4093 +32 + 3.2 +04 + 30 oa 25u 30m 38 | AMountnext year, buta change to South Af- 
Spain 4l +4370) +37 +38 +50 +0200 nm 183 0a 185 | ricanlawislikely to mean thatit will have to 
Sweden +36 +4103 +35 +36 +35 +47 oc + 5.8 Ot 5.2 sot 54 | pay duty on exports of rough diamonds. 
Switzerland +24 +1693 +13 + 22 na +20 Q2 - 1.7 Oa 2.4 Newt 33 
United States + 5.5 + 42 Q3 +39 + 3.4 +48 + 43 Nov _* 9.9. Aug Al Now o 4.4 | 4990=100 % change on 
Euro-11 +40 +23 93 +20 + 3.0 437 + 08 sep + 3.4 iun 99 Oct 10.6 Dec 14th Dec 20th* one one 
*Not seasonally adjusted. TAverage af latest 3 months compared with average of previous 3 months, at annual rate. $Aug-Oct; Claimant count rate 4.1% in ie = month year 
November:§ Sep-Nov | Dollar index 
— | All items 86.7 883 +22 + 21 
PRICES AND WAGES Consumer-price inflation in the euro-area rose to 1.6% in November, | food 896 913 +26 ~ 94 
the highest rate for two years. Canadian consumer prices fell 0.1% in November but were 2.2% industrials 
higher than a year earlier. In the same month Italy's consumer-price inflation remained at 2.0%. | A! 84.2 85.6 + 19 +158 
German workers received a 2.8% pay rise in the year to October, a real increase of 2.0%. Nfa! BE sa nee ath eee N 
É Metals 81.4 837 + 48 +311 
% change at annual rate The Economist poli ——— 
Consumer prices* consumer prices forecast Producer prices* Wages/earnings | Sterling index 
3mthst 1year 1999 2000 3 mths? 1 year 3mths? 1year All items 95.8 98.2 +30 + 68 
Australia _ +37 +170 +13 +28 +84 +10 33 ~17_ +09 | food 990 1015 +34 52 
Austria +16 +09 Nov +06 +12 +04 + 1.0 Now na a | Industrials 
Belgium +14 + 15 Now +11 + 14 +71 +27 of +34 42903 | _All 93.0 95.3 + 27 +20) 
Britain +26 + 14 Nov +19 +23 +1? +2) Nw +49 +52 0a  _ Mal 938.1 98S -16 +2a 
Canada +11 +22 Nov +17 +22 +69 +24 Ot +40 + 02 S| _Metals 89.9 93.0 + 56 +37, 
Denmark +238 +30 Nw +24 +23 +46 +2304 +18 +39% SDR index 
France +11 +09 Nv +05 +10 +35 +04 Oc + 24 +19” | All tems 85.9 875 +27 +46 
Germany -04 +10 Nov +06 +12 +30 + 32 Nov na + ea Food “e685 +33 -72 
Italy + 26 +20 Now +16 +19 +57 +16 Oa +36 +20 Ont | industrials 
Japan +08 -0.7 Oct -03 - 02 -30 - 1.7 Nov na + 0.9 ow i All 83.4 849 + 23 +186 
Netherlands +26 + 22 Nov 422 +23 +77 +35 00 +35 +30 0a | Nal 880 BT - 20 +03 
Spain +44 +27 Nov +23 +24 +63 +27 oa +10 +1992 | Metals 807 829 + 53 +343 
| Sweden na + 08 Nov +04 +13. +38 +07 oc ~ 59 + 1.0 sep | Gold 
| Switzerland +49 + 1.3 Now +08 +12 +26 +12 Nov na +07 1998 | $ per oz 279.25 28415 = 46 = 1i 
United States +35 + 3.2 Nw +22 + 26 + 5.7 + 3.1 Now +34 + 3.6 Nov Crude oil North Sea Brent 
Euro-11 + 10 + 1.6 Nov +11 +15 +58 +20 oct +24 +22 Q"* | $perbarel 24.94 25.34 - 1.2 4152.3 





* Provisional. | Non-food agriculturats 











@ MIGRATION Immigration flows into 


oreco countries, which had been falling Migration 











l Immigration inflows by type, 1997 if 


from their peak in the early 1990s, have re- 
‘| % of total inflows 


cently revived. In absolute terms, America 
and Germany received the largest number 
of foreigners in 1997, according to the 
orcn’s latest “Trends in International Mi- 
gration”. In most OECD countries, the fam- 
ily is the main driver of immigration, as rela- 
tives accompany or rejoin other migrants. 
Applications for asylum rose sharply from 
the mid-1980s until 1993, when tougher re- 
strictions helped to stem the flow. Most 
OECD countries regarded many asylum 
seekers as economic, not political, refugees. 
The influx revived in 1998, partly because of 
the conflict in Kosovo: Germany, Britain 


4 Refugees 
Family reunification 
Family members accompanying workers 
Workers 











Inflows of asylum seekers 
as % of the foreign population 








inflows of 
asylum seekers, 
000s, 1998 








and America had the highest number of 
asylum seekers that year. 
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% Fise on year ago over. 3-mth money market banks 2-year _10-Year gov't corporate | 

teri, Narrow broad night latest year agot prime gov't bonds latest? year ago 

| Australia +96 +890a 505 575 470 850 6il 682 488 739 
Britain +88 +32 nw 450 600 588 650 628 538 450 569 
Canada +29 +52 No 453 488 468 650 590 620 492 719 
Denmark _ na +20 0a 290 360 40 625 467 546 440 73 
Japan #28 +30 Nw 00) 008 050 138 047 i73 192 06 
Sweden +91 +73 Nw 325 342 342 410 à 47% 556 43 57 
Switzerland +82 +14 oa 116 208 144 313 25) na na 405 
United States +18 +76 Now 556 593 507 850 638 636 469 740 
Euro-11 #130 +60 00 282 347 324 +4365 410 52 na 534 








*Narrow! M1 except Britain MO, broad. M2 ot M3 except Britain M4 Sources: Commerzbank, Den Danske, | Morgan, Royal Bank of Canada, Svenska 
Handelsbanken, Warburg Oillon Read, WEFA Group, Westpac, Primark Datastream Rates cannot be construed as banks’ offers 
STOCKMARKETS In the week to December zist nine of the indices in our table hit record highs. 
Frankfurt reached its sixth successive record close, gaining 3.7%. Milan climbed 2.6% and Am- 
sterdam rose 2.9%. The Dow ended the week up by 0.4%. 











































































































































Market indices % change on 
199 Tone one record Dec 3ist 1998 
Dec 21st high low week year high infocal = in$ 
| . currency terms 
| Australia (All Ordinaries) 31072 3,1452 2.7797 ~ 00 +126 - 12 +104 4159 
Austria(ATX) EET 1,326.3 10T +2 +79 -325 +47 -iði 
um | “- 93. -144 -103 -230 
+148 - 05 +140 +104 
+294 ni +272 +320 
+194 - 42 +17.4 et 
+465 - 04 +420 +220 
+315 nil +282 +102 | 
; +20.5 ni +154 - 09 
18,080.4 18,9145 1322327 - OS 4312 -535 +306 +443 
1,618.4 1,686.2 1,0483 + 08 +495 -439 +489 +645 
6436 5073 + 29 +228 ni +196 +27 
8236 +07 +182 -08 +155 - 08 
5,1450 53296 3,2684 -21 +600 - 35 +552 +478 
| Switzerland (Swiss Market) 7301.4 76688 66167 2D 4530 <432) 6 20 S147 
| United States (DJIA) 14,3260 9,1207 +04 +238 - 1i +220 +220 
l 4433.5 +191 ni +166 +166 | 
| 1,505 +296 - 04 +272 + 93 
+345 -03 +307 +123 
| +21 7 nil na +189 | 
| = 3A - 46 na - 39 | 





ERR PPS 1 SED AASER TBA EEE EAEE 
@ GOVERNMENT DEBT Belgium’s net 
GDP in 2001, down from 117% in 1991. But it 


GDP in 2001, down from 11% in the 
mid-1990s, but still higher than in 1991. The 
Japanese government’s net debt is set to 
soar from 5% to 52%. Despite its budget sur- 
plus, America remains in hock to the tuneof 
40% of its Gop. Only Finland and Norway 
have net public assets rather than debts. 


| Net public debt _ 
as % of GDP 


public debt (gross debt minus the social-se- 
curity surplus) is forecast to fall to 104% of 


will still be the biggest orc debtor. Italy’s 
net public debt is expected to fall to 100% of 
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Current account „Exchange rate Currency units Budget 
$bn The Economist poll trade-weighted? per per per per balance 
latest 12 mths % of GDP, forecast Dec 21st year ago £ DM euro % of Gpr 
1999 2000 Dec 21st year ago . 1998: 
Australia _ = 22.0 Q 5.7 -51 803 773 B 250 080 157 
Austria -3.5 See 20 20 100.7 1035 ~ 70 i376 
Belgium + 123 fn aa 43° 997 1034 
Britain 101d 
Canada 4 181 oa a I94 = 75.2 
Denmark + 0 107.4 
France + 2.46 Ga 
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EMERGING-MARKET INDICATORS — 





m GOING PRIVATE Four-fifths of econ- 
omic output in the Czech Republic and 
Hungary is now produced by the private 
sector, according to estimates by the Euro- 
pean Bank for Reconstruction and Devel- 
opment (EBRD) in its latest Transition Re- 
port. The srd calculates the size of the 
private sector by including an estimate of 
informal economic activity as well as the of- 
ficial output of private registered compa- 
nies. This means that countries with a large 
informal sector, such as Albania, also score 
highly. In general, the private sector is larger 
in theeconomies of Central and Eastern Eu- 
rope than in those of the former Soviet Un- 
ion. The eBrp reckons that in Belarus, for in- 
stance, the private sector produces only 
about 20% of cpp, while that of Turkmenis- 
tan produces 25% of Gpp. 

The EBRD also measures how much 
progress transition countries have made in 
small- and large-scale privatisation. The 
Czech Republic, Estonia, Hungary and Slo- 
vakia have made the most progress in pri- 
vatising large state firms. They all score 4on 
ascale of 1 (worst) to 4 (best). At the other ex- 
treme, Belarus scores only 1, indicating vir- 
tually no progress. 























Source: EBRD 














ECONOMY Polish cpp grew by 4.9% in the year to the third quarter. Argentina’s economy 
went the other way, contracting by 4.1%. Malaysia’s 12-month rate of consumer-price inflation 
shrank to 1.6% in November. South Africa’s quickened to 1.9%. In the year to November indus- 
trial production grew by 15.9% in Poland and by 12.9% in Russia. 

























































































% change on year earlier Latest 12 months, $bn Foreign reserves*, $bn 
GDP industrial Consumer Trade Current Latest Year ago 
production prices balance account 
China + 7.0 Q3 + 7.6 Nov - 0,9 Nov +28.7 Nov +29.3 1998 154.7 sep 145.0 
Hong Kong + 45 Q3 ~- 6.6 a2 - 42 oq - 5.2 oc + 0.6 19981 90.4 sep 88.7 
India + 5.5 gz + 8.7 oct + 090a  - 7.8 oa - 43 a 31.2 sep 26.2 
indonesia + 0.5 @3 +10.2 a2 + 1.6 Nov +23.5 Oct + 441 26.2 Aug 19,0 
Malaysia + 8.1 Q3 +13.9 Oct + L6 Nov +18.5 oct + 9.4 1998 30.0 oc 22.7 
Philippines + 3.1 Q3 + 4.2 Sep + 3.9 Nov + 4.0 oc + 4.6 Aug 12.7 sep 9.0 
Singapore + 6.7 Q3 +22.6 Oct + 1.5 Oct + 3.9 oa +17.9 Q3 75.9 sep 72.3 
South Korea +12.3 93 +306 0a + 14Nw +258 Nw +281 Oq 65.4 sep 47.0 
Taiwan + 5.1 Q3 + 75 0a ~ 0.9 Nov +10.0 Nov + 51 Q3 102.3 Aug 83.7 
Thailand + 3.5 gett +144 oc nil Nov + 9.6 Oa +12.4 oct 31.7 oa 27.8 
Argentina - 4.1 03 - 0.5 oc - 18 Nov ~ 2.4 oa Z131 2 224 Ot 22.7 
Brazil ~ 0.3 93 + 2.5 oc + 8.1 Sov ~ 2.1 Nov ~25.0 Nov 42.4 ot 40.5 
Chile - 1.5 93 - 5.8 oct + 2.6 Now 4 1.5 Nov - 07 93 14.6 oa 15.4 
Colombia ~ 76 Q2 ~ 9.8 sep + 97 Nov + 0.9 sep ~ 5.9 1998 7.9 wo 8? 
Mexico + 46 3 +25 0a + 139 Nv -540a  -142 Q3 32.3 oct 30.7 
Venezuela ~ 9.6 gz na + 20.1 Nov + 5.0 jun - 18 Q tk Sep 10.1 
Egypt + 6.0 19998 + 80 1998 + 2.3 oc ~12.5 Q2 = 1,7 Q2 16.1 Aug 186 
Greece + 35 1998 + 22 Sep + 26nw -1763n  - 44 Jan 19.1 ot 175 
Israel +2503 + 90s + låna  -~73Nv -O2@ 218 0a 219 
South Africa + 1.7 a3 + 1.1 oc + 1.9 Nov + 2.6 oc 09930 55 sep A 
Turkey ~ 5.6 a3 ~ 94 ot + 64.6 Nw ~13.6 sep + 1.4 Sep 23.7 sep 216 
Czech Republic + 0.8 a3 -130a + 1.9 No = _ 2.0 Now| ~ 0493 12.0 jut M4 o 
Hungary + 38 Q +15.3 0a + 10.6 Nov ~ 2.3 Oct ~ 2.2 oct 10.8 Noy 87 
Poland +4903 +159 Nov + G2nv -136 0a -10.8 oa 250 sep 26) 
Russia + 1.8.93 +12.9 Nv + 50.3 Nov +313 0a +15.9 a 7A oct 97 





*Excluding gold, except Singapore, IMF definition. ‘Visible and invisible trade balance. §Year ending June. TÈ New series 








FINANCIAL MARKETS Russian share prices leapt by 30.9% as the results of the parliamentary 
elections fostered hope of political stability and economic reform. Istanbul continued its mete- 
oric rise, climbing 11.7% in the week: the Turkish stockmarket has risen by nearly 420% since the 
beginning of the year (206% in dollar terms). 






















































































Currency units interest rates Stockmarkets % change on 

per $ per £ short-term Dec 2st Dec 31st 1998 

Dec 21st yearago Dec 21st % p.a. one in local n$ 

week currency terms 
China 8.28 8.28 13.3 1.98" 1,483.8 -19 + 217 + 216 
Hong Kong 7.77 7.74 12.5 6.04 16,2487 - O02 + 617+ 612 
india 43.5 42.5 70.0 9.00 4,786.0 +20 + 566 + 534 
Indonesia 7,095 7,750 11,425 1300 6569 413 + 650 + 849 

Malaysia 3.80 5.43 6.12 37 OO O 792 +28 + 30 +350 
Philippines 40.6 39.1 65.3 8.81 20350 +12 + 34 - 08 
Singapore 1.67 1.65 2.69 2.88 2,362.6 -03 + 696 + 676 
South Korea 1,134 1,202 1,826 7.30 958.8 -44 + 705 + 807 
Taiwan 316 32.3 50.9 5.55 7,934.3 +11 + 236 + 260 

Thailand 38.0 36.4 61.4 5.25 444.9 +15 + 250 + 197, 

Argentina 1.00 1.00 161 9.17 551.2 +27 + 282 + 281 
Brazil 1.83 121 2.94 19.00 15,592.0 +65 +1298 + 51.9 
Chile 538 474 866 5.00f 5,117.7 +20 + 424 + 252 
Colombia 1,882 1,462 3,031 16.71 997.8 -08  - 100 - 260 
Mexico 9.31 9.81 15.0 16.43 6,976.8 +48 + 762 + 873 
Venezuela 644 563 1,037 12.25 4,906.4 - 83 + 25 = 102 
Egypt 3.42 3.41 5.51 8.38 11,7702 272 + 288 +282 
Greece 327 28) 527 9.61 4,967.2 -109 + 814 + 552 
israel 417 4.18 6.72. “8.99 4593-32 O + 531 + 527 

South Africa 6.15 5.92 99 11.26 83975 +35 + 546 +479 
Turkey 534,725 311,655 861,068 70.00 13,480.0 +11.2 +4189 +2061 
Czech Republic 35.8 29.9 57.7 5.59 456.7 -36 + 159 - 28 
Hungary 252 215 406 1418 8,409.8 +46 + 333 + 139 
Poland 4.15 3.46 6.68 19.02 17,4326 +34 + 362 + 153 
Russia 268 20.90 43.2 55.00 142.7% 4309 +2012 41421 





*Proxy, due to lack of inter-bank market. ‘New series, inflation-adjusted. #in dollar terms, 


Sources: National statistics offices, central banks and stock exchanges; Primark Datastream; EIU; Reuters; Warbu rg Dillon Read; 1P Morgan; Hong Kong 
Monetary Authority, Centre for Monitoring Indian Economy, FIEL, EFG-Hermes; Bank Leumi Le-tsrael; Standard Bank Group, Akbank, Bank Ekspres; Deut- 
sche Bank; Russian Economic Trends. 
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Carnegie Mellon 


laster of Science in Computational Finance 








The Premiere Program in Quantitative Finance 
Comprehensive = Innovative a Flexible 


Master the complexities of quantitative finance and the 
business challenges of risk management, derivative pricing, 
portfolio management, and hedging. in addition, our new 
e-commerce concentration prepares you for the future of the 
delivery of financial services. 


Courses Inclide I — 


Equity and Fixed Income Portfolio Management @ Stochastic 
Calculus in Finance E Advanced Derivatives = Computational 
Methods ® Simulation and Time Series Techniques 
a Financial Risk Management m Object Oriented Programming 
m e-commerce Applications and Security 


Offered in New York City and Pittsburgh 


You can take the program in New York City or in Pittsburgh, PA, 
on a fulltime (12 months) or part-time (24 months) basis. 
Individuals interested in specific “tracks” of the Program can 
earn one or more Certificates in Math, Finance, Statistics, or 








THE Duke MBA 


Around the dock. Around the world. Around your business life. 





Information Technology. 


or More Information EEEE a 


Norene Mears at (800) 308-6723 nm 10@andrew.cmu.edu 
Gaitrie Bos at (212) 584-0925 gbos@andrew.cmu.edu 








The Hague Way to The MBA 





http://fastweb.gsia.cmu.edu/MSCF 


The Haagse Hogeschool University MBA ìs 
delivered completely in English in The Hague, Netherlands 
and is Validated by the Dutch Validation Council MUC) 


Fulltime variant 
starts in October 
2000 and 2001. 
Parttime variant 
starts in January 
2000 and January 
2001 for qualified 


applicants. 
Pre-MBA course 
starts in 
September 2000. 


Haagse 
Hogeschool 


information/applications: 


Haagse Hogeschool 
University, Faculty E&M, 


Graduate Studies Center, 


Rm, SL3.01 

J. Wasterdijkplein 75, 
2521 EN The Hague, 
Netherlands 





Started in 1991, The Haagse Hogeschool 
University MBA has nearly 100 graduates 
in such international companies as IBM, 
KLM, Ei Al, Raytheon, Oracle, BAAN, KPN, 
Bosch, Getronics/BMG, Unilever & Logica. 


Two variants of the MBA are offered: 
12-month fulltime Graduate program for 
recent graduates; and 24-month parttime 
Executive program, Pre-MBA course for 
non-business graduates is available. 


International curriculum includes 24 
modules in Finance, Accounting, 
Entrepreneurship, Marketing, information 
Management, HRM, Project Management, 
and a Study Abroad Week with a partner 
institution in the USA, UK or Thailand. 


The international and multicultural 
environment of The Hague is reflected in 
the student profile: Over 200 students from 
more than 22 countries inctuding China, 
Taiwan, india, Indonesia, Pakistan, 
Germany, France, ireland, United Kingdom, 
USA, Spain, Israel, Nigeria, Russia, Oman, 
Egypt, Thailand, and the Netherlands. 


Tel: 31 70 4458284 Fax: 31 70 445 81 94 
Email: gsc@sem.hhs.nl 
Web: www.mba.nl / www.sem.hhs.nlimba 





The Duke MBA - Global Executive (GEMBA’) is a 19-month 
degree program for mid-to senior-level managers with at 
least 8 years of professional experience and current global 
responsibilities. Global Executive combines traditional 
classroom sessions on four continents with distance education 


using Internet-based technologies. 


«= Earn an MBA from a top-tier business school without 
interrupting your career. 


Live and work almost anywhere in the world while 
participating in the program. 


Establish a worldwide network of fellow global managers. 


Master the use of technology and Duke’s team-based 
learning model for competitive advantage in the 
global economy. 


Invest in a degree from Duke, one of the world’s most 
prestigious universities. 


To learn more about how The Duke MBA - Global Executive 
can work for you or your company, contact us today: 


+1.919.660,7804 
+1.919.660.8044 


fuqua-gemba@mail.duke.edu 


www.business.duke.edu DUS 
TLE FUQUA 
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The great learning 


When knowledge is extended, 
the will becomes sincere. 


When the will is sincere, 
the mind is correct. 

When the mind is correct, 
the self is cultivated. 

When the self is cultivated, 
the clan is harmonised. 


When the clan is harmonised, 
the country is well governed. 


When the country is well governed, 


there will be peace throughout the land. 


Gonfucius: The Great Learning 


One thing above all marks out 20th-century man, and still more so woman, 
from most of their predecessors: they can read. How did it happen? 


HE idea that a well-schooled society is a 

prosperous and stable society, and there- 
fore that educating the people is a desirable 
goal for a nation, dates back at least to Con- 
fucius, 2,500 years ago. Yet even in China not 
until around the start of the current millen- 
nium did this fine sentiment begin to be put 
into practice, with formal education becom- 
ing available to others than a narrow elite; 
and only recently has education come to be 
seen as every human’s right—besides being, 
conveniently, also the key not just to har- 
mony, good government and peace but to 
economic progress. 

Today, in the world’s rich countries, al- 
most all children spend around ten years in 
classes that the state compels them to attend, 
usually at its expense. In the richest of the 
rich, around half of all children are in formal 
education by the age of four and a third toa 
half are still there at 20. 

China had the makings of a fully literate 
society at the start of the millennium, in the 
good days (roughly, from 960 to 1120) of the 
Song dynasty. Movable type had been in- 
vented earlier, and in the Song period, with 
the growth of an urban society governed by 
a centralised bureaucracy of scholars, mass 
education began to take off. 


THE ECONOMIST DECEMBER FIST 1999 


The Song form of government was as im- 
portant as the increasing availability of 
printed material in fuelling the desire for lit- 
eracy. Entrance to the powerful civil service 
was by examination, so those wishing to en- 
ter it needed to be well schooled. Provincial 
towns and their rising merchant class, desir- 
ing to have some influence on the central bu- 
reaucracy, were keen to ensure that a steady 
stream of locals won places within it. Mu- 
nicipalities were allowed to retain some of 
the taxes they collected on the centre's be- 
half. So local leaders had both the motive 
and the means to set up schools. 

Around 1000, reckons Merle Goldman, 
professor of Chinese history at Boston Uni- 
versity, perhaps 30% of the 100m or so Chi- 
nese may have been literate to some degree. 
The school curriculum included such things 
as calligraphy, painting and, of course, the 
works of Confucius. 

In Japan from 1603, the start of the Edo 
period, an age of increasing prosperity and 
literacy under a strong central government, 
this sort of liberal education was on offer 
only to the ruling samurai. Commoners re- 
ceived a more basic, “three Rs” type of 
schooling, and usually had to pay for it. But 
atleast, in increasing numbers, they received 


some sort of education. By the end of 
the Edo period in 1868, even tiny fish- 
ing villages had schools. Japan's over- 
all literacy rate is believed to have 
been close to that of England, where, 
following the rapid expansion of Sun- 
day schools in the mid-19th century, 
more than three-quarters of children 
were learning to read the Bible, if not 
much else. 

By this stage other nations, near 
and far, had begun to overtake China 
in the move to mass literacy. If China’s 
rate of educational progress had been 
maintained, it would by now have 
reached unimaginable heights of so- 
phistication. In fact it has a literacy rate of 
about 80%, while upstart regional neigh- 
bours such as Japan and South Korea have 
near 100%. Unfortunately for China, in about 
1200 Mongol invaders began to move in, 
and—although some assimilated—they had 
priorities other than education. Elements of 
China’s ancient school system did survive 
until the 19th century, but the momentum 
had by then long been lost. 


The stimulus from abroad 


Foreign invasions have not always been bad 
for educational standards. The Norman sol- 
diery who arrived in England in 1066 were 
followed quite soon by a flood of Latin docu- 
ments, offering a growing band of scholars 
access to the wisdom that had been accumu- 
lating in comers of the continent since the 
fall of the Roman empire. And, whatever 
their other misdeeds, later European em- 
pire-builders usually brought a previously 
unknown level of education to at least some 
of their new subjects, even in some once ad- 
vanced Muslim societies, where schooling 
still meant schooling in the faith, as it had in 
medieval Europe. In India, names like Mayo 
or Sophia College are still among the leaders, 
and its home-grown Aligarh Muslim Univer- 
sity was set up in 1875in conscious emulation 
of western models. 

In modern Europe, defeat in battle by 
Napoleon in 1806 so shook Prussia that it set 
abouta thorough modernisation of the main 
institutions of the state, not least the educa- 
tion system, already quite advanced, by the 
standards of the time. A few decades later, 
the reform drive was paying a handsome 
dividend: Prussia’s modern schools and uni- 
versities were the envy of Europe, and were 
fuelling the industrial revolution which by 
1900 had enabled Germany to outstrip the 
former leader, Britain. 

Envy of other countries’ educational, 
and therefore economic performance, had 
by the late 19th century become a spur to in- 
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creasing both the quality and quantity of 
schooling. In Britain it came to be widely 
held that the country’s poor showing, com- 
pared with France and Prussia, at the great 
Paris Exhibition of 1867 must have been be- 
cause those countries were teaching their 
youngsters better. The lesson learned was 
that the state needed to take an active role in 
education, as it had increasingly in main- 
land Europe since 1800. In 1870 a new law set 
Britain on the road toa nationwide system of 
elementary schools, run by local boards 
funded from taxation. 

Around the same time, with the end of 
feudalism Japan decided that, for all the ex- 
pansion of educational opportunities for 
commoners during the Edo period, itneeded 
to adopt more egalitarian educational prin- 
ciples from the West, with the overt aim of 
speeding-up economic progress. In 1871 a 
central ministry of education on the Euro- 
pean model was set up. Elementary school- 
ing was made compulsory for all—girls in- 
cluded, as, till then, in Japan and most other 
countries, they largely had not been. 

More recently, history has come full cir- 
cle, with Germany finding to its horror, in a 
giant 1996 study of pupils’ academic prowess 
around the world, that its educational stan- 
dards were no longer to be envied, and that 
Japanese and other East Asian schools were 
better at teaching the basics of mathematics 
and science. Ironically, at the same time, East 
Asians were starting to look back in envy at 
education in the West, having convinced 
themselves it must somehow be instilling 
the creativity and initiative that they believe 
East Asia lacks and needs. 


Teaching what, and why? 


Until utilitarian concerns such as these be- 
gan to influence curriculums, schooling— 
even though in most countries it had been 
originally created as job training for those en- 
tering the institutions of government or reli- 
gion—was more about instilling character, 
culture and morality into young minds than 
passing on skills. Oriental schools looked to 
the works of Confucius and the sayings of 
the Buddha for these virtues. Those in the 
West looked to the ancient Greek and Ro- 
man philosophers and historians, at least as 
far as the elite were concerned. For the rest, 
the Bible was the main textbook. 

Long before the idea took hold in the 
West that extending education to the masses 
was a responsibility of the state, the 
churches had come to see it as part of their 
mission. As Europeans spread to new territo- 
ries across the world, priests and monks set 
up schools, hoping to convert their inhabit- 
ants through education. The first elementary 
school in the Americas was set up in Mexico 
in 1523 by a Franciscan monk. Despite the 
growth of rationalism from the late 18th cen- 
tury on, the churches, or individuals with a 
desire to spread the Good Word, continued 
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to be a driving force in bringing 
literacy to the lower classes. 

From the Enlightenment 
onwards, the idea of education 
as an entitlement began to take 
hold, and curriculums were 
broadened to include more util- 
itarian subjects such as the sci- 
ences and modern languages. 
But the process took time. Utili- 
ty was a relative notion: Jean- 
Jacques Rousseau, one of the 
most important Enlightenment 
thinkers on education, consid- 
ered that girls’ schooling should concentrate 
on the practicalities of being a good wife and 
mother; Napoleon, a considerable reformer 
of French education, agreed. 

Nor did governments rush to proclaim 
their educational duty. The bill of rights at- 
tached to the constitution of the newly 
formed United States of America in 1789 
guaranteed free speech and a fair trial, but 
no right to be taught to read and write. Con- 
stitutions written in the 20th century, how- 
ever—for instance, the one written by Amer- 
icans for Japan after the second world 
war—show that it is now taken for granted 
that the state has a duty to ensure that all its 
children receive an education. 

In many countries, the state is still un- 
able to fulfil that duty. Sometimes the fault is 
that of corrupt or chaotic government. For 
many poor countries, even well governed 
ones, building schools and (still more so) the 
costs of keeping them running and of train- 
ing teachers are both a battle for money and 
a race against population growth. The late 
2oth century has brought remarkable ad- 
vance: the United Nations reckons that be- 
tween 1980 and 1995 the worldwide rate of il- 








Still far to go... 
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.„but learning fast 
Enrolment in secondary schools, 1996 
1980=100 Female Overall 
Sub-Saharan Africa 271 224 
South Asia 267 219 
Arab countries 246 204 
Latin Americat 161 155 
Europe 113 111 

Source: UNESCO *Aged 15 and over including the Caribbean 








New readers 


literacy among people aged 
over 15 fell from 31% to 23%. But 
that still left some 900m illiter- 
ates, more than half of them in 
India, only about half of whose 
billion people can read or write. 

In the rich world, almost 
everyone can read and write, a 
stupendous change achieved 
mostly in the past 300 years. But 
literacy tooisa relative term. An 
international study in 1997 
measuring depth of literacy 
found that, even in highly edu- 
cated Switzerland, about a fifth of all adults 
were at “level one”: they could understand 
the instructions on a bottle of aspirin, but 
nothing much more complicated. Such in- 
equalities remain, even though rich-country 
governments these days typically spend 
around 13% of their budgets, 5-6% of national 
income, on education. 


Technology: more spur than tool 


Throughout the millennium, the demand 
for more education has been spurred by 
technology. China’s movable type, added to 
an earlier invention, paper, meant that more 
people had access to something to read and 
therefore it was worth learning to do so. In 
Europe, the industrial revolution at first 
needed large quantities of unskilled manual 
labour; butas it developed, there wasa grow- 
ing need for the workforce to be literate and 
numerate. In recent years access to employ- 
ment has increasingly become a function of 
a worker's level of education. 

As for the technology of education, there 
is a long history of hopes pinned on some 
new gadget or organisational method—and 
then disappointed. In the early 19th century, 
faced with a shortage of resources to train 
and pay teachers, two British educators, An- 
drew Bell and Joseph Lancaster, developed 
the “monitorial system”; teachers were to 
gather up to 1,000 children in one room and 
teach a select group of monitors, who in tum 
would cascade the knowledge down to the 
rest. “Give me 24 pupils today,” Bell would 
say, “and I will give you 24 teachers tomor- 
row.” It didn’t work. Nor did “learning by 
discovery’’—letting pupils find out for them- 
selves, as dreamed up by Rousseau in the 
1760s and officially recommended in Britain 
in the 1930s and the 1960s. 

The idea of replacing teachers with edu- 
cational films and radio broadcasts, enthusi- 
astically promoted in the United States in the 
1920s and 1930s, also did not get far. Today's 
educational television, interactive computer 
programs and on-line learning via the Inter- 
net all have their believers. But nothing yet 
looks like killing off the method tried and 
tested long before the millennium began: a 
teacher standing before a group of pupils 
and imparting wisdom by word of mouth. 
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Soot, steam, supply and a hole 
in Pennsylvania 


The modern economy was built on coal, and then oil. But they didn’t spring 
out of the ground; they sprang out of demand 


OR most of history, man’s chief energy 

source—food apart—has been wood. 
And he had plenty of it. In 1000 most of Eu- 
rope held many trees and few people. Such 
fuel as was needed was plentiful and cheap. 
But as a growing population and economic 
development led to extensive deforestation, 
by around 1700 England faced a fuel crisis, or 
thought it did. Much worry was expressed 
about the soaring cost of wood for heating 
and for the already booming iron industry; 
the price of charcoal, used in iron-smelting, 
doubled in real terms between 1630 and 1700. 
Yet, not for the last time in the history of such 
crises, demand produced supply. Entrepre- 
neurs developed and marketed Britain’s vast 
reserves of a fuel that lay ready for extraction 
under their feet, once the market made it 
worth extracting: coal. 

Coal was to power Britain’s industrial 
revolution, and, later, as steam-powered 
machinery spread, the first steps in its agri- 
cultural revolution too. Till very recently, 
that was true of every other country;it still is 
of China and India. Without coal, there 
would have been no revolution. Water pow- 
er and a little wind power had been used for 
millennia, to raise water, to grind corn, to 
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drive sawmills, and, quite extensively even 
before 1800, to spin and weave. But wood, 
water and wind could never have met any- 
thing near the new demand for energy. To- 
day’s oil-driven world and tomorrow’s dri- 
ven by who knows what owe their birth to 
coal. Yet equally, but for the revolution most 
of the coal would have stayed exactly where 
itlay (as much still does). There was no prece- 
dence; the two went hand-in-hand. 

As often with such couples, however, 
those watching them began to fear, yet again, 
that one would outstrip the other. In the 
mid-19th century, the British began to sus- 
pect they would run out of coal. A noted 
economist, W.S. Jevons, crunched the num- 
bers and reported in 1865 that Britain would 
exhaust its supplies by 1900. And, analysing 
the rudimentary data available, he added 
thatoil could never make up the shortfall. 

Wrong again, even about Britain’s own 
coal. The shortage of that coincided with a 
global shortage of whale oil, which for centu- 
ries had been the lighting fuel of choice. 
These twin forces inspired countless entre- 
preneurs in America and Europe to seek out 
alternatives. Guess what they found. 

Not that they were the first. In 3000B¢ as- 


phalt was in use to caulk Sumerian boats, 
and to waterproof baths for the rulers of the 
Indus valley. By our second century, the Ro- 
mans were burning crude oil as a fumigant 
against caterpillars. By the tenth century, Ar- 
abs had figured out how to distil it; the streets 
of Cairo were lit by the stuff. Marco Polo not- 
ed in 1272 as he passed by Baku, on the Caspi- 
an sea, that oil lamps were common. At the 
end of the 18th century, Britain’s first envoy 
in Borneo, in South-East Asia, found a flour- 
ishing oil industry: some 500 hand-dug wells 
supplied light and heat for Bornean homes. 

Why then did petroleum notemerge ear- 
lier as a serious energy source? The answer 
lies, yet again, in the interplay of population 
and technology. Oil oozing out of rocks or 
dug out by hand was usually enough to meet 
the modest needs of those who lived nearby. 
But Europe, where the early arrival of indus- 
trialisation sent energy demand soaring, had 
little oil. So pundits assumed oil would play 
no great role in the new economy. 

They had not noticed the human inge- 
nuity that incentives can draw forth. The 
many machines spawned by industrialisa- 
tion, such as the power loom and printing 
press, required a better lubricant than ani- 
mal fat. Demand for cheap, good lighting 
fuel was growing: by 1850, the new urban 
middle class was no longer content with can- 
dles, or lamps made from rags dipped in ani- 
mal fat. But already the schools of whales 
were shrinking, and whale oil soaring in 
price. Inventors and financiers on both sides 
of the Atlantic set out to find the magic sub- 
stance that would grease or light the world 
(not power it) and make them rich. This 
blunderbuss of innovation produced such 
products as camphene, derived from tur- 
pentine, an oil from trees; and, more useful- 
ly, the town gas, made from coal, that was 
widely used in Europe until around 1970. 

In the end, though, one lucky group of 
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American investors thought of looking for 
petroleum in western Pennsylvania. They 
knew the black stuff had long oozed out of 
rocks in the area, in small quantities. They 
wanted some better way to tap oil for the 
mass market. Months of failure exhausted 
their money. They wrote to their man on the 








il revolution 
ut where 













while here the com- 
earlier stage of deter- 
shallbe, ce 














78 


spot to call a halt. Just before their letter ar- 
rived, he hit upon an ingenious idea: rather 
than dig for oil, why not drill for it? 

Drilling was nota novel technology in it- 
self: the Chinese had drilled for oil for centu- 
ries, and in America salt was extracted this 
way. But only on that lucky August day in 
1859, in the heart of the Pennsylvania oil 
patch, did consumer demand, investment 
capital and technology coincide. The result 
was a new fuel: around ım tonnes a year of it 
in the early 1870s, 60m as the first world war 
broke out in 1914, 350m as the second one 
ended in 1945 and ten times that figure today. 
And not just a fuel, but, indirectly, a techno- 
logy: the internal combustion engine, with- 
out which mankind might have taken to the 
roads but never to the skies. 


International trade 


The East India 
companies 





Tos COEN, writing home in 1614 to his 
bosses in the Dutch East India Compa- 
ny, it was simple commercial fact: 
Trade in Asia must be maintained under the pro- 
tection of our own weapons; and they have to be 
paid for from the profits of trade. We can’t trade 
without war, nor make war without trade. 

Within five years, “war” had become 
“land”. Coen seized a small port called Ja- 
karta, renamed it Batavia and fortified it. The 
idea was not new. Throughout the east, 
Asian traders had long, de facto, run the dis- 
tricts of foreign ports where they lived and 
did business. To self-government the Portu- 
guese, whose “factories” by 1600 had 
stretched to Nagasaki, added guns. And then 
territory. Coen did the same, claiming 12,000 
square kilometres which he (untruthfully) 
said went with the former Jakarta. The Eng- 
lish East India Company, founded in 1600, 
two years before the Dutch one, would later 
do much the same in India. 

To Asians, this is a simple, nasty tale of 
European imperialism. Yet it is also one of 
commerce. Coen, like the English company’s 
Robert Clive 150 years on, was building a gi- 
ant multinational. The Dutch in the early 
1600s led the world in commerce. Amster- 
dam, trading to the Indies, through the Baltic 
and with the Americas, was a giant entrepôt 
for spices and sugar, tobacco, timber, cloth 
and other manufactures from across the 
globe; and, not by coincidence, a big finan- 
cial centre too. The jewel in this crown was 
the Dutch East India Company. It soon forc- 
ibly evicted its English rival, and later the 
Portuguese, from South-East Asia, and was 


for a time the world’s biggest trading enter- 
prise, with ships plying not only to and from 
the East but (no less) throughout it. 

The London company was to take its 
place, becoming on the way the biggest sin- 
gle business in Britain. In their practices, the 
two were much alike. Both proclaimed free 
trade, and practised monopoly wherever 
they could. These were the robber barons of 
their time, and, unlike Standard Oil, encour- 
aged to be so by their governments. The 
Dutch had found that competition among 
their merchant-venturers to buy spices in 
the East was raising the price: so, hey presto, 
form a unified company, and grant it a mo- 
nopoly east of the Cape of Good Hope. On 
the spot, it arm-twisted local rulers to grant it 
exclusive trading rights, though in practice it 
had a true monopoly in only one or two pro- 
ducts, such as cloves and nutmegs. 

Few questioned this policy, though one 
Dutch director in 1618 pointed out its result 
in the spice-growing Molucca islands: im- 
ported food cost so much that the locals 
were busy farming instead of picking cloves. 
Nor would they buy the overpriced textiles 
that the Dutch brought in from India. 

The English company was a monopoly 
twice over: its members were mostly London 
merchants, to the rage of other English ports, 
which called for its charter to be revoked. 
Small at first, it grew as Europe's interest ex- 
tended from spices to eastern textiles (so 
much so that the trade-rigging biter was bit: 
the English woollen industry in 1720 won a 
law forcing the company to re-export all its 
Bengal calicoes). From 1750 on, its (very) big 
earner was the monopoly of tea, from China. 
For this it paid in silver—the Chinese did not 
want manufactures—until, around 1775, it 
adopted a cheap, deadly substitute: opium, 
specially grown on its Indian estates. 

To uphold their position in the East, both 





Dutch cargo-carrier of the East 
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companies used force, against rivals and na- 
tive peoples, when that paid; as it did--more 
easily for the Dutch, among the East Indian 
islands, than for the British in India. The odd 
qualm at home was brushed aside. Coen in 
1621 massacred the inhabitants of one group 


of islands; he got a slap on the wrist. Was all 


this costly conquest really worth it? asked 
the company’s Delft shareholders in 1644. 
Yes, Coen's successor told them firmly. 

Dutch or British, the men on the spot 
were no less ready to pocket their employers’ 
money, making up for low pay with embez- 
zlement and trading on their own account. 

Yet, for all their dubious economics and 
management, both companies were pio- 
neering the skills and networks of modern 
global commerce. And the technology: just 
as the Dutch Baltic traders had pioneered the 

fluyt, the bulk carrier of 1600, the English East 
Indiaman set the standard for ocean-going 
vessels two centuries later. 

Both companies were remarkably long- 
lived. The Dutch one declined, as the coun- 
try’s industry did, in 1750-1800, to be wound 
up on the last day of the 18th century. The 
English one lost its monopoly of British trade 
with India in 1813 and then with China. Yet it 
survived until after the Indian mutiny of 
1857; indeed, on paper, until 1873. 

No two companies (except maybe those 
of Henry Ford and Bill Gates?) have ever, on 
the way, had such socio-political effects, 
many of them bad. The Dutch one left be- 
hind a wide, often ill-run empire, and South 
African apartheid. The English one gave Brit- 
ain its Indian empire, deindustrialised in the 
early 1800s by a flood of British textiles, but 
well-run later; the 1840-42 opium war with 
China; the English tea party—and, arguably 
(the company had just got a monopoly 
there), the one of 1773 in Boston too. 

PESEE | 


The state in industry 


Colbert’s sewing 
machine 





N A cold day in November 1665, Louis 

XIV did something unusual for a king 
renowned for warring and womanising. He 
visited a factory. But not any old factory. Les 
Gobelins, the Royal Manufacture of tapes- 
tries, on the edge of Paris, was the most ambi- 
tious attempt by his hyperactive finance 
minister, Jean-Baptiste Colbert, to use the 
state to promote the French economy. In 
1663, Colbert had taken a handful of tapestry 
manufacturers; installed them ina single fac- 
tory, state-owned and run; hired craftsmen 
from Italy and the Low Countries—and set 
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The hand of government : 


an example to economic policymakers for 
300 years tocome. 

His strategy rested on a conviction that 
international trade was a zero-sum game: the 
more acountry imported—tapestries, lace or 
mirrors, say—the more real wealth it was los- 
ing. So bring in skills and technology, to en- 
able French citizens to buy French-made 
goods and staunch the outflow of France’s 
gold. How? The state must doit. This mercan- 
tilist-cum-statist instinct was not new. The 
king’s ancestors, such as Louis XI, 200 years 
before and Henry IV, around 1600, had tried 
with varying success to stimulate domestic 
production, notably of luxury goods. But 
Colbert was the first European (the Chinese, 
as usual, had got there first) to champion 
state intervention in industry on a grand 
scale and to achieve worthwhile results. 

These were delivered by a cadre of offi- 
cials such as the painter Le Brun, whom Col- 
bert picked to run the Gobelins, and who in- 
stituted a rigid regime. Employees had to 
work, in silence, from dawn to dusk, were 
fined and/or imprisoned if they left a work- 
shop without written permission, and were 
sacked if found drunkon the job. What Louis 
XIV saw was, in effect, a company town: the 
workshops; staff housing; a canteen sup- 
plied by on-site gardens, orchards, a mill and 
a brewery; a hospital; a chapel; and a techni- 
cal school for 60 apprentices. 

“Colbertism” relied on carrots as well as 
sticks. To retain the best craftsmen, the Gobe- 
lins offered them privileges and bonuses: 
cash gifts when they got married and when a 
first child was born, even a dowry from the 
king for their daughters, to ensure a steady 
supply of future generations of craftsmen. 


BUSINESS 


By the end of the decade, Colbertism was 
having the desired effect. In 1669, the Vene- 
tian ambassador wrote home sourly that 

French merchandise is in demand on all coasts, 
which forces [people] to send their currency to 
France, to the obvious detriment of other markets 
and to the satisfaction of Colbert, who seeks only 
todespoil other nations so as toenrich France. 


Yet Colbert was not entirely satisfied. 
Writing in 1671 to an official appointed to 
oversee state factories, he admitted his sys- 
tem’s flaw. Their managers, he complained, 

never apply themselves to surmount by their own 
efforts the difficulties they encounter in their busi- 
ness, as long as they hope to find easier paths “at 
the order of the king”. 
State enterprises, it seems, had already got 
used to state bail-outs. 

This may partly explain why Colbert’s 
experiment barely outlasted him, and why it 
was another couple of centuries before gov- 
ernments once again began meddling in in- 
dustry on a substantial scale. In the 19th cen- 
tury, both Tsarist Russia and Japan (for a 
time), after its reopening to the world, tried to 
promote industrialisation through state 
ownership. The idea really took off after the 
first world war; notably and naturally in So- 
viet Russia, but also in Italy, where economic 
turmoil led to Mussolini’s creation in 1933 of 
the Istituto per la Ricostruzione Industriale,a 
giant state holding company that still exists 
today, though much shrunken. 

Nationalisation took another leap for- 
ward after 1945: partly when, as in France, 
governments confiscated the assets of firms 
that had collaborated with the Nazis; more 
widely, as in Britain, under left-wing rule or 
pressure. The idea of the state as prime mov- 
er flourished in ex-colonial countries such as 
India, thanks to leaders educated to think 
that liberation, development and public 
ownership went hand in hand. Indeed, most 
of this century has seen a worldwide trend 
towards state involvement in industry and 
other sectors of the economy. Only since 
1980 has privatisation begun to unravel the 
handiwork of latter-day Colberts. 





Antitrust 


Standard ogre 





HAT August day, John D. Rockefeller did 

his habitual nine holes in his lowest score 
ever, despite being interrupted with news of 
an antitrust judgment fining his company, 
Standard Oil, about a third of its $100m mar- 
ket value. The penalty was later thrown out. 
Buta little under four years later, on May 15th 
191, Rockefeller, again out on the golf course, 
was told that the Supreme Court had found 
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Robber baron Rockefeller 


the firm guilty of antitrust violations, and or- 
dered it to be broken up. “Buy Standard Oil,” 
he advised his playing partner. A good tip:its 
pieces proved to be worth far more apart 
than together. 

The break-up of Standard Oil into 34 
companies, among them those that became 
Exxon, Amoco, Mobil and Chevron, marked 
the birth of strong antitrust policy, in the Un- 
ited States and beyond. The Sherman Anti- 
trust Act dated from 1890, but had so far 
proved largely toothless against America’s 
“robber barons” (Rockefeller, Andrew Car- 
negie, Cornelius Vanderbilt and the like). In 
the 1890s the law had forced Standard Oil to 
alter some of its worst practices, and to move 
many operations from Ohio to New Jersey; 
but this had little real impact on the oil giant. 
By 1900, it controlled over 90% of the refined 
oil in the United States. The Sherman act 
came of age with that victory over Standard 
Oil in 1911. Notable wins followed: against 
American Tobacco (also in 1911), Alcoa (1945) 
and Arar (1982), before the challenge to Mi- 
crosoft during the 1990s. 

What gave the Sherman act the power to 
blow Standard Oil apart was an explosive 
mixture of economics and politics that has 
accompanied antitrust policy ever since. The 
law sounds decisive, making it illegal to “mo- 
nopolise, or attempt to monopolise, any part 
of the trade or commerce” among American 
states or with foreign countries. Yet on how 
to apply that in practice, Sherman is vague, 
leaving it to the courts to decide. The same is 
true of antitrust law elsewhere. European 
Union law bars “abuse of a dominant posi- 
tion”; Britain forbids acts contrary to the 
“public interest”. In each case, it is left to 
courts and policymakers to decide what ac- 
tion, if any, these words require. 

Politics weighed more than economics 
in the Standard Oil case. The company might 
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have escaped, as others with 
more political savvy, like us 
Steel, did, had it played its 
cards better. President Theo- 
dore Roosevelt had launched 
the antitrust suit; offering to 
support his re-election if he 
dropped it was not smart. Later 
moguls—ask Bill Gates—have 
paid a price for underestimat- 
ing the politics of antitrust. 

The economic case against 
Standard Oil was far from pro- 
ven. Economists still argue 
whether its aggressive buying 
of rivals and cut-throat pricing 
accelerated or retarded the 
growth of the industry and the 
ready availability of cheap fuel. 
It was already being chal- 
lenged by oil from Texas and 
Persia. Economic issues are of- 
ten even trickier today: it is 
usually easy, with the aid of 
modern developments in economic theory, 
to make a plausible case both for and against 
any alleged monopoly. Little wonder that 
antitrust has become a lucrative job-creation 
scheme for economists, as each side hires an 
army of dismal scientists to prove its point. 

Joseph Schumpeter’s theory of “creative 
destruction”, now back in vogue, suggests 
that, in some circumstances, monopoly may 
stimulate innovation and thus boost econ- 
omic growth. His notion is that an innova- 
tive firm that wins a monopoly then be- 
comes complacent, and is displaced by a 
sharper rival, and so on. That, broadly, is 
what happened to 1pm. Today Microsoft ar- 
gues that its dominance in PC operating sys- 
tems could be wiped out fast by arival with a 
better technology. Another theory, of “con- 
testable markets”, allows some, rather ex- 
treme, economists to claim that even a firm 
with a 100% market share is not a nasty mo- 
nopolist: if it is the least bit inefficient or ov- 
er-pricing, a more efficient rival will contest 
the market and may drive it out. 

And then what is “the market” at issue? 
Is Coca-Cola, say, in the market for colas, for 
carbonated soft drinks, or for all liquid re- 
freshments? In Europe, Formula One has a 
100% monopoly of its kind of motor-racing; 
but viewers can always watch some other 
kind, or racehorses, or porn videos. There 
can be no clear-cut answer to that sort of ar- 
gument. One thing, though, is clear. Many 
markets now stretch outside any one coun- 
try. Increasingly, global antitrust regulation 
would make sense. Yet that may be far away. 
Witness even the £u, in theory a single mar- 
ket: it has an antitrust arm—but so do its 
member states. How many national politi- 
cians will readily hand over to some interna- 
tional body the chance to cut the local 
Rockefeller down to size? 

a 





Hard work, if 
you can get it 


=3 THE observant Henry May- 
hew recorded, in “London La- 
bour and the London Poor”, one 1850s 
labour market: 


The dock gates at half-past seven in the 
| moming. Congregated masses of men of all 
grades, looks and kinds. Some in half-fash- 
ioned surtouts burst at the elbows, others in 
greasy sporting jackets, with red pimpled 
faces, others in the rags of their half-slang 
gentility, their velvet collars worn through to 
the canvas. Others, again, with the knowing 
thieves’ curl on each side of the jaunty cap; 
here and there a big-whiskered Pole. Some 
loll outside the gates, smoking the pipe for- 
bidden within; these are mostly Irish. 









| Presently the stream pours through the 
gates; the “calling foremen” have made their 
| appearance. Then begins the scuffling and 

scrambling forth of countless hands high in 
the air, to catch the eye of him whose voice 
may give them work. As the foreman calls | 
from a book of names, some jump upon the 
backs of others, to attract his notice. All are 
| shouting, Some cry aloud his surname, some 
his Christian name, others call out their 
own, to remind him they are there, now in 
Irish blarney, now in broken English. 


Itis a sight to sadden the most callous, thou- 
| sands of men struggling for one day's hire, in 
| the knowledge that hundreds must be left to 

idle the day out in want. For weeks many 
| have gone there, and gone through the same 
| struggle, the same cries; and have gone away 

without the work they had screamed for. 


| And the hiring system, used in New 
York (see “On the Waterfront”) as in 
| London, lasted little changed until 1967. 





Japan’s zaibatsu 


Yes, General 


N NOVEMBER 6th 1945, the supreme 

commander of the occupying Allied 
forces in Japan, General Douglas Mac- 
Arthur, changed forever the way the Japa- 
nese did business. So he thought. He ordered 
the break-up of the zaibatsu, the huge indus- 
trial conglomerates which in 50 years had 
transformed Japan from a backwater into a 
world power. The families that owned them 
were shocked to be blamed for Japanese mil- 
itarism. But with their concentrations of in- 
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dustrial power, cartels, state-led investment 
and feudal management, the zaibatsu also 
offended American notions of business. Yet 
they had served Japan well—and were still 
todo so for decades. 

It was no bourgeois revolution that 
created the zaibatsu. The oldest, the house of 
Mitsui, had been run by merchants since its 
warrior-caste samurai founder hung up his 
sword in 1616 to brew sake and soy sauce. But 
when the new Meiji government of 1868 put 
an end to feudalism, itdid not look to rich To- 
kyo merchants like Mitsui to lead Japan’s in- 
dustrialisation. It tumed to the samurai, no- 
ble but impoverished, who over centuries of 
peace had become bureaucrats, 

With cronies in government, these sam- 
urai secured lucrative monopolies, subsidies 
and, especially, cheap state assets; the state 
had made some experiments in industrial- 
isation itself, but sold off the results in the 
1870S, to rescue its finances. Yataro Iwasaki, 
for instance, founder of Mitsubishi, was giv- 
en a subsidised shipping monopoly in re- 
turn for his help ferrying troops to Taiwan 
during a military expedition in 1874. 

This rapid concentration of economic 
power among a few samurai families suited 
the Meiji reformers fine. Japan, like China, 
had seemed to be heading for semi-colonial 
status, with foreigners trading on highly fa- 
vourable terms out of six of Japan's ports, 
and controlling its international shipping. To 
compete as an equal, Japan must modernise 
fast, and that, reasoned the government, re- 
quired big companies. With their close ties 
and obligations to government, the zaibatsu 
were amenable to guidance, as in the merger 
in 1885 of Mitsui’s and Mitsubishi's shipping 
interests. By 1930, during which time reces- 
sion and two banking crises had further fa- 
voured the strong over the weak, just four 
houses dominated the economy: Mitsui, 
Mitsubishi, Yasuda and Sumitomo. 

The zaibatsu were attentive students of 


i 


Not American, but it worked 
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western practice. But rather than specialise, 
as foreign firms by then mostly did, they 
gained scale through agglomeration, with a 
family-run holding company typically con- 
trolling financial, manufacturing, mining, 
shipping and trading units. These core com- 
panies in turn controlled hundreds of sub- 
contractors. Interlocking directorships and 
the 1920s innovation of lifetime employ- 
ment further encouraged group solidarity. 
This all gave the zaibatsu a distinctly feudal 
character, with thousands of workers pledg- 
ingallegiance to their house. 

Ties with the state grew stronger still in 
the 1930s. The government freely used cartels 
to manage surplus capacity during the great 
depression, and persisted in this line as the 
zaibatsu switched out of light industries like 
textiles into chemicals and heavy industries. 
In 1937, a law rationed zaibatsu bank loans to 
“nationally important” industries, a habit 
which survived in reduced form until well 
into the 1980s. As the army expanded into 
China, the zaibatsu went with it, taking over 
Chinese mines, utilities and textile mills,and 
used Chinese and Korean slave labour in 
their own mines at home. By the time the 
army had turned south tosecure the oil fields 
of South-East Asia, Mitsui had become the 
biggest private business in the world, em- 
ploying about ım non-Japanese Asians. 

General MacArthur at first seemed bent 
on finishing off the zaibatsu. The families 
were purged, corporate use of their names 
banned, shares in their holding companies 
sold to the public. Then came the cold war. 
American priorities changed. Just as with 
far-from-denazified Germany, a strong Ja- 
pan came to matter more than a fair one. Of 
300 companies picked for break-up on anti- 
trust grounds, just 20 went under the mallet. 
The holding-company shares were bought 
by banks and big businesses, which began to 
put their groupings together again. 

What emerged were the keiretsu, bound 





neither by family ties nor holding compa- 
nies. But cross-shareholdings and interlock- 
ing directorships resurrected a good deal of 
the old group solidarity, and even the family 
names were allowed into circulation again. 
The Americans did purge the notorious 
home-affairs ministry. But other bits of the 
bureaucracy, along with Japan’s brand of 
state-led growth, remained largely intact. 
Just as it had before, this model seemed 
to work well. Only as the 1990s brought an 
era of global competition—and, in Japan, re- 
cession—did the Japanese turn against it. 
— a = E 





The root 
of all evil? 


CCT HERE are few ways”, thought 
Samuel Johnson, “in which a 
man can be more innocently employed 
than in getting money.” Many thought 
otherwise. For much of the millennium, 
the church preached, with St Paul, that 
the love of money is the root of all evil, 
—even if it notoriously practised the 
opposite. Likewise: 
1597, Francis Bacon: 
Money is like muck, not good except it be 
spread 


(as he himself spread it lavishly, espe- 
cially on his own grand houses, having 
got it, often enough, in ways that were 
hardly innocent). More persuasively: 
1667, John Milton: 
Riches grow in hell. 
1807, William Wordsworth: 
Getting and spending, we lay waste our 
powers. 
1840, French economist Pierre-Joseph 
Proudhon: 
Property is theft. 
1884, Karl Marx: 
Money is the alienated essence of man’s | 
work and existence. 
1891, Leo Tolstoy: 
Money isa new form of slavery. 
1928, Bertolt Brecht, via a character in 
his “Threepenny Opera”: 
Whatisrobbinga bank compared toowning 
a bank? 
1940s, Mahatma Gandhi: 
Honesty is incompatible with the amassing 
of a large fortune. 
Towhich itis fairto add the comment of 
Sarojini Naidu, one of Gandhi's fellow- 
marchers (our Asia section shows her 
with him) for Indian liberation: 
If you knew, Bapuji (father), how much it 
costs us to keep you in poverty 
—costs which a great Indian industrial- 
ist,G.D. Birla, did much to finance. 
(eae 
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The millennium. 





‘Highlights of the final quarter. 


ING Barings reports an exceptional final quarter of the millennium. Particular highlights: our 


involvement in the development of railway infrastructure in India and China in the 1880s, raising 


finance for governments and municipalities including a bond issue to assist reconstruction in Tokyo 


following the 1923 earthquake, and more recently the IPO for TraHK (Asia's largest ever IPO 


outside Japan). For nigh on a quarter of a millennium, ING Barings has found innovative solutions 


to the challenges of investment finance through applying expertise where it counts ~ in the field 


We plan no change to this successful strategy during the next millennium. For further information 


contact David Hudson in Hong Kong on 852 2848 8488 or visit us at www.ingbarings.com 


1881 
Bengal Central 
Railway Co. Ltd. 
£250,000 


Shares 
Joint Lead Manager 


For the construction of 
railways near Calcutta 


1975 


Nisshin Steel Co. Ltd. 


US$20 million 


9.25% Notes 
Joint Lead Manager 


For the construction and 
improvement of steel 
making plant in dapan 
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1885 


Chinese Government 


£1.50 million 
6% Bonds 
Joint Lead Manager 


For the construction of an 
arsenal and a railway 


1986 


Cathay Pacific 
Airways Ltd. 


HK$1.54 billion 
initial Public Offering 
Adviser, Joint Lead Manager 


The sale of equity formerly 
owned by Swire Pacific 
and Hangkong & Shanghai 
Banking Corporation 





1902 


Japanese Government 


¥EO- million 


6% Bonds 


Joint Lead Manager 


The first yen denominated 
issue in London 


1988 


Hong Kong Government 


HKS$4 billion 

Disposal of Hong Kong 
Telecommunications Ltd. 
Shares 

Adviser, Joint Lead Manager 


in Hang Kong 
Telecommunications Ltd. 


ING Barings is the organisation and trade name used by ING Bank N.V. and certain of its subsidiaries for the conduct of international corporate and investiment banking busine: 


ING Bank ALV. is part of ING Group, one of the largest integrated financial services organisations in the world. This announcement appears as a matter of record only. 


1913 


Chinese Government 


£25 million 


5% Bonds 
Joint Lead Manager 


For general expenditure of 
the government 


1990 


PT Astra International 


US$246 million 


initial Public Offering 
International Lead Manager 


For expansion through 
capital expenditure 
and acquisition 





1926 


City of Tokyo 


£6 million 
5.5% Bonds 
Joint Lead Manager 


For reconstruction in Tokya 
and Yokohama after the 
1923 earthquake and fire 


1998 


First Pacific 
Company, Limited 


US$749 million 


Acquisition of stake in PLDT 
Adviser 


Acquisition of an effective 
controlling stake in the 
Philippines’ dominant 
telecoms company 
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Inchcape & Co. Ltd. 


£3.10 million shares 
and loan stock 


initial Public Offering 
Adviser, Joint Lead Manager 


For its reorganisation as 
a publicly quoted hoiding 
company 


1999 


Tracker Fund of 


HK$33 bilion 
Initial Public Offering 


Joint Global Co-ordinator, 
Joint Bookrunner 


The disposal of part 

of the Hang Keng 
Government's equity 
portfolio via theTracker 
Fund 
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Putting America on wheels 


Henry Ford, a Michigan entrepreneur, thinks any American on a good salary should be able to 
afford a motor car. Yes, really—and he thinks he knows how to make it possible 


HE motor car, alas, is with us to stay; dirty, 

noisy, unreliable and dangerous it may be, 
but it is useful too. The question is: useful to 
whom? Few of us, after all, despite the prosper- 
ity of this early 20th century, can afford a 
“chauffeur” (and who but the daredevil young 
want, or even know, how to drive themselves?). 
Yet one far from youthful American has come 
up with a bold answer: useful to everybody. 
Henry Ford, a Michigan inventor and entrepre- 
neur, wants to put America on wheels. 

Ever since the 13-year-old Mr Ford saw his 
first steam engine, in 1876, he has been in love 
with machines. As a young farmer, he was 
much more interested in gadgets than crops. 
And when he at last got a job as an engineer is 
with the Edison Illuminating Company in De- 
troit, he spent all his spare time playing around 
with cars, building his own “quadricycle” in 1896. Since then he has 
been one of the pioneers of American motoring, designing, build- 
ing and racing cars (he claims to be the first man to have driven at 
more than 9o0mph—a feat he achieved on the ice of Lake St Clair as 
long ago as 1903). 

Six years ago, in 1908, Mr Ford took a step that many judged 
even riskier than such “speed demon” exploits, as that optimisti- 
cally titled local paper Horseless Age called them. The Ford Motor 
Company launched a new “universal” car, its “Model 1”: a car, as 
he put it, “for the great multitude, constructed of the best materials 
after the simplest designs that modem engineering can devise, so 
low in price that no man making a good salary will 
be unable toown one.” 

Daredevil that was. Even now, it looks bold: as 
rich a country as Britain has not 150,000 cars, and a 
good one costs £400 ($1,950, to our American read- 
ers), more than many a house. Yet Mr Ford has 
gone far: he personally, we admit, has not till now 
figured in The Economist, but, as we reported last 
August, the 3,734 American cars sold to Britain in 
1911 outnumbered those of 1904 by six to one, and 
their average price, at £158, was 25% lower. In con- 
trast, Britain’s imports from France, once the world 
leader in this industry, nearly halved. No wonder: 
they cost twice the American price. 

How has it been done? Many expected Mr 
Ford to fail, like most (including two of his own) of 
the 485 car firms set up before he launched his 
Model t. The car was a huge gamble. While other 
makers rushed upmarket—one car offered electric 
curlers in the back, for female passengers whose 
coiffure might need refreshment—Mr Ford pro- 
claimed his “a farmer’s car”. It has few accessories 
and little comfort. But it has ample clearance; it is 
light; its engine can be used to run mechanical at- 
tachments; and it is easy to understand. Yes, but 
how has he kept down the price—nay, cut it to 
$550, 35% less than in 1908? 

One answer has been skilful finance. Mr Ford, 
at first, did not so much make cars as design and 
assemble them. Buying in chassis, engine and oth- 
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Speeding along 


United States’ passenger-car 





er parts from Dodge Brothers and the like, he 
saw that they, not he, would have to pay for 
most of the machine tools. Besides, he could at 
times get them to wait for their cash, whereas 
customers might put down advance deposits. 

But the real secret these days lies in his pro- 
duction methods. Mr Ford has learned two es- 
sentials. One—nothing new, but rare in his in- 
dustry, indeed in his own Detroit factory until 
the Model 1—is the division of labour. No lon- 
ger does a worker assemble much, even most, 
of a car. Instead, as in the pin manufacture de- 
scribed by Adam Smith 140 years ago, he does 
one simple job repeatedly; and, hence, better 
and faster. Second, and more novel, Mr Ford in- 
sists that all components be strictly inter- 
changeable, each piston or engine-block, say, 
precisely identical with the next. Today’s ma- 
chine-tool technology makes this possible. Result: no fiddling or 
grinding-down to make piston fit block—and no time wasted. 

And how does the fitter get the parts? He used to fetch them 
from the store. Instead, first Mr Ford had them brought to him. Lat- 
er, with assembly split into umpteen discrete tasks, the wheel-nut 
fitter (say) would walk round the hall doing his job on each vehicle. 
And so to Mr Ford’s latest wheeze: instead of worker walking to 
car, bring car to worker, riding on a pair of endless belts under the 
wheels. Not just does this save time wasted walking; crucially, it 
enables management to dictate working speeds. It has slashed as- 
sembly times: by 60% for engines, 80% for axles. And so to lower 
costs, lower prices, higher sales, and, in virtuous 
spiral, even lower costs and higher sales still. 

What now for Henry Ford? Not all he touches 
has been gold. He founded one motor company in 
1899. It flopped. He founded a second in 1901. So 
did it. His present one, costing under £6,000 to start 
in 1903, made profits several times thatsum within 
15 months. Yet its figures then see-sawed, and it | 
had a dreadful 1905-06; because he went too far | 
upmarket, says Mr Ford, hence his Model t. Many, 
a few years ago, thought the smartest man in De- 
troit was Billy Durant, of General Motors, who had 
bought up a basket of motor companies, rather 
than place all his bets on one car. 

Mr Ford has proved them wrong: 17,700 cars 
built in 1908-09, 202,000 in the 12 months to last 
end-July.So “what now?” surely means more (and 
more widely: he already builds in Canada and has 
a depot in Britain). As to volumes, enthusiasts see 
no limit. Mr Durant in 1908 suggested America 
might soon be building '2m cars a year. He was 
publicly derided by a leading banker. Yet this year 
that figure will be exceeded. Indeed some say that 
within ten years Mr Ford alone may be building 
not 2m but 2m. Even if not, he has brought the 
world two gifts rich in promise: the moving assem- 
bly line (not just for his industry, surely) and the 
resultant low-cost “mass production”—we offer 
him the phrase—that could make this (not just in 
America) the century of the motor car. 
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Talking to the world 


Mankind’s means and uses of communication, individual and mass, have 
changed utterly—and changed the world 


N° REVOLUTIONS in technology have 
. Was visibly marked the human condi- 
tion as those in transport. Moving goods and 
people, they have opened continents, trans- 
formed living standards, spread diseases, 
fashions and folk around the world. Yet tech- 
nologies to transport ideas and information 
across long distances have ar- 
guably achieved even more: 
they have spread knowledge, 
the basis of economic growth. 
The most basic of all these, 
the written word, was already 
ancient by 1000. By then China 
had, in basic form, the printing 
press, using carved wood- 
blocks. But the key to its future, 
movable metal type, was four 
centuries away. The Chinese 
were hampered by their thou- 
sands of ideograms. Even so, 
they quite soon invented prim- 
itive movable type, made of 
clay, and by the 13th century 
they had movable wooden 
type. But the real secret was the 
use of an easily cast metal. 
When it came, Europe-- 
aided by simple western al- 
phabets—leapt forward with 
it. One reason why Asia’s civili- 
sations, in 1000 far ahead of Eu- 
rope’s, then fell behind was 
that they lacked the technol- 
ogy to reproduce and diffuse 
ideas. On Johannes Guten- 
berg’s invention in the 1440s 
were built not just the Refor- 
mation and the Enlightenment, but Europe’s 
agricultural and industrial revolutions too. 
Yet information technology on its own 
would not have got far. Literally: better trans- 
port technology too was needed. That was 
not lacking, but here the big change came 
much later: it was railways and steamships 
that first allowed the speedy, widespread 
dissemination of news and ideas over long 
distances. And both technologies in turn re- 
quired people and organisations to develop 
their use. They got them: for individual com- 
munication, the postal service; for wider 
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publics, the publishing industry. 
Throughout the 19th century, the postal 
service formed the bedrock of national and 
international communications. Crucial to its 
growth had been the introduction of the 
gummed postage stamp, combined with a 
low price, and payment by the sender (not, 
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as till then, the recipient). Britain put all three 
of these ideas into effect in 1840 (50 years lat- 
er, alas, than its first plan for a penny post). 
By then, the world’s mail was taking off. 
It changed the world. Merchants in Ameri- 
ca’s eastern cities used it to gather informa- 
tion, enraging far-off cotton growers and 
farmers, who found that New Yorkers knew 
more about crop prices than they did. In the 
American debate about slavery, it offered 
abolitionists a low-cost way to spread their 
views, just as later technologies have cut the 
cost and widened the scope of political lob- 






bying. The post helped too to integrate the 
American nation, tying the newly opened 
west to the settled east. 

Everywhere, its development drove and 
was driven by those of transport. In Britain, 
travellers rode by mail coach to posting inns. 
In America, the post subsidised road-build- 
ing. Indeed, argues Dan Schiller, a professor 
of communications at the University of Cali- 
fornia, it was the connection between the 
post, transport and national integration that 
ensured that the mail remained a public en- 
terprise even in the United States, its first and 
only government-run communications me- 
dium, and until at least the 1870s, the biggest 
organisation in the land. And in most coun- 
tries—the United States was an exception— 
the carriers of mail became in turn the pro- 
viders of telegraphy and then 
of telephony. 


Spreading the news 


The change has not only been 
one of speed and distance, 
though, but of audience. At the 
start of the millennium, with 
rare exceptions—kings, chiefs 
and churchmen—a man’s 
words could reach no further 
than his voice, not just in range 
but in whom they reached. 
Gossip moves fast, be it from 
medieval mouth to ear or mo- 
bile phone to phone. But, for 
some purposes, efficient com- 
munication is mass communi- 
cation, regular, cheap, quick 
and reliable. When it became 
possible it transformed the 
world. Now one voice could 
reach distant thousands. 

Of all the mass media, 
from ancient official or perso- 
nal inscriptions on stone to to- 
day’s satellite broadcasts, those 
printed on paper have had the 
most profound influence. The 
book, pamphlet and newspa- 
per have spread knowledge 
{and nonsense), transforming economies, 
politics and religion. 

Before Gutenberg, books—even the 
reading of them, let alone the ownership— 
were largely the preserve of monks and the 
rich. Churchmen had their works of devo- 
tion; a few bibliophiles, thinkers and stu- 
dents were keen to read classical authors. But 
all had to be copied by scribes, not machines. 
Then came Gutenberg’s device and within 50 
years Europe was peppered with around 9m 
books, and presses turned in 60 German 
towns alone. In 1498, 18,000 letters of indul- 
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gence were printed in a single city, Barcelona. 
By 1539 Europeans were printing books in 
the New World too. 

From then on, supply and demand 
boomed. There had to be an audience able to 
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read, of course; but the spread of education 
saw to that. Europe’s rising middle classes, 
increasingly literate, demanded Bibles that 
they could read themselves in a language 
they understood, as well as details of new 
philosophic, geographic and scientific dis- 
coveries. Printing spread plays and poetry. 

None of this advance just happened. It 
required printers and in time a new indus- 
try, publishers. For centuries after Guten- 
berg, there was little change in the way books 
were made. Leather covers were used, and 
thick paper. All aspects of the trade were 
dominated by the printer. He was the pub- 
lisher and retail bookseller as well. 

He was also soon recognised as a poten- 
tially subversive force. From the early days of 
printing the church had tried to censor 
books, drawing up an index of forbidden 
ones. The Inquisition kept authors and print- 
ers in line. Philosophers, to prevent their 
works (or themselves) being burnt, were ob- 
liged to dedicate them to the proper authori- 
ties, even if the rationalist content was actu- 
ally subversive. Monarchs were not far 
behind the church in their suspicion, requir- 
ing books to be licensed. And they persisted 
in this practice far longer than the church 
could. Writers in i9th-century Russia repeat- 
edly hit trouble with the censors; their 2oth- 
century successors were to hit it worse. 

The censors were too late. Already the 
18th century, and then, above all, the indus- 
trial revolution, had changed the world of 
books. Demand for books and learning— 
and distraction—exploded. With improved 
transport and better technology, the 19th 
century took books to the masses, novels to 
young ladies and texts to the new universi- 
ties. Writers, printers and distributors were 
no longer bound together. “Literature for the 
millions,” promised Archibald Constable, a 
gifted bookseller and an owner of the Ency- 
clopaedia Britannica at the start of that cen- 
tury. By the end of it, 6,000 new titles were 
being published annually in Britain alone. 

As with books, the spread of newspapers 
had a profound effect on European society. 
The first ones, in the late Middle Ages, spe- 
cialised in commercial news, mainly from 
abroad. But by the time of the English civil 
war in the mid-17th century, there were some 
300 newspapers reporting the battles from 
one side or the other. A sign of newspapers’ 
importance from an early date is the effort 
governments made to restrict their sale, 
through taxes or simple repression. Britain’s 
18th-century Stamp Act was known as a “tax 
on knowledge”. The first country to guaran- 
tee press freedom was Sweden, in 1766. 

With the industrial revolution newspa- 
pers were transformed from campaigning 
pamphlets or carriers of specialist knowl- 
edge to big business. New technology 
brought down costs: hand-driven presses 
gave way to steam-driven ones, and then 
electric ones. By the late 19th century news- 





papers could be produced by the hundre: 
thousand in a few hours. Their nature als 
changed, and their price. The tabloid pres 
was born, its taste for scandal, exposure c 
wrong-doing, hard-hitting editorials an 
smooth fabrication no less then than nov 
the Hearst press worked hard to start th 
United States’ 1898 war with Spain; the Lor 
don Daily Mirror savaged the lack of life 
boats on the sunken Titanic. 


The electric message 


What we now call “hard copy” has contir 
ued essentially unchanged since Gutenber, 
Letters are still written, books bound, new: 
papers—mostly—printed and distribute: 
much as they ever were. But meanwhilk 
communication, individual and collectivi 
has been revolutionised by electricity. 

The first telegraph was mechanical: 
tower with movable arms whose position 
could be read from afar with a telescope. I 
1794, a line of these carried news of a battl 
within an hour of its end 210km from Lille t 
Paris. Over the next 40 years, such line 
fanned out across Europe*. 

Then, in 1816, one Francis Ronalds, wh 
had built a primitive electric telegraph in hi 
west London garden, suggested the idea t 
the British navy. Any kind of telegraph, h 
was told, was “wholly unnecessary”. Not ti 
1839 did two British inventors, Williar 
Cooke and Charles Wheatstone, open 
commercial electric telegraph along a 21kn 
stretch of railway from London. Samue 
Morse, an American, had also been workin 
on telegraphy, and by 1838 had perfected hi 
code. A wired world was on its infant feet. 

“The telegraph should be an instrumer. 
of politics, not of commerce,” snorte: 
France’s minister of the interior in 1847. b 
vain: it transformed commerce. Indeed i 
the United States, thanks to the high charge 
of private companies, its use was almost en 
tirely commercial. Railways used it to ru 
their single-track lines safely; salesmen tı 
transmit orders; market-men of every kin 
to learn prices, buy and sell; isolated farmer 
to send for spare parts; shipowners, once un 
dersea cables had been laid—the first trans 
atlantic one in 1858—to tell their captain 
where cargo was to be found. 

Next the telephone, initially greeted al 
mostas sceptically as the telegraph. “Too ma 
ny shortcomings to be seriously considere: 
as a means of communication. Inherently o 
no value to us,” said Western Union in an in 
ternal memo, after being offered Alexande 
Graham Bell’s patent for $100,000. By 1910 th: 
world had 7m telephones; by 1950, abou 
51m; by 1990, 520m; and today around 1 bil 
lion—plus almost 500m mobile phones, no 





* Their capacity, calculates Laszlo Solymar in “Getting th 
Message: a History of Communications” (Oxford Universi 
ty Press), was 0.2 bits per second, against the 10 billion car 
ried today by a single optical fibre. 
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20 years after they came into use (and AT&T 
misjudged their commercial future, much as 
Western Union had erred a century before). 
These too have brought a new dimension to 
communication: suddenly, mankind can 
talk to the world from car, street, field or 
swimming-pool. More than that, mobiles 
have brought the telephone to millions in 
poor countries, where land lines were and 
often still are hard tocome by. 

Yet it had not been immediately clear 
what the telephone’s best use would be. A 
service was set up in Budapest in 1893 to pro- 
vide what one might call on-line news and 
entertainment, interspersed with advertis- 
ing. In the evening it offered a children’s pro- 
gramme and lessons in English and French; 
on Sunday a grand concert. At its peak, in the 
1920s and 1930s, the service had more than 
10,000 subscribers, and it died only in 1944. 


The broadcasters 


That, briefly, was the first mass-communica- 
tion by electrical means, a role soon to be 
monopolised by wireless. But the first use of 
wireless was for “telegraphy” at sea (the 
Titanic’s set was used mainly for passengers 
to keep in touch with land). And transatlan- 
tic telephone calls went by radio until the 
first submarine telephone cable to carry 
them was laid in 1956. In the early years of 
this century, arar saw radio as a potential 
threat to its landline network. Only now has 
that threat become real, as voice calls migrate 
to wireless (while television broadcasts, par- 
adoxically, increasingly go by cable). By the 
1920s, when radio shares were booming as 
madly as Internet shares were doing recent- 
ly, arat had changed its mind and tried to 
become a big fish in broadcasting (only to 
bow out rapidly, tododge antitrust lawsuits). 

The radio wave was soon to find its true 
vocation: as a mass medium, to rival the cen- 
turies-old newspaper press, and, with added 
entertainment, to outstrip it. This was espe- 
cially true in the United States. Other coun- 
tries, with their state-owned telegraph and 
telephone services, moved naturally on to 
state broadcasting, America allowed a fer- 
ment of competition to grow into a handful 
of (regulated) private networks. At first their 
broadcasts were subsidised from sales of ra- 
dios, to get customers to buy the set. Then 
they invented the radio commercial. 

With it, communications were changing 
commerce yet again. National brands, which 
national magazines had begun to build, 
flourished on the back of national broadcast 
entertainment. As commercial radio and 
then television arose, so did whole new in- 
dustries: advertising agencies, programme 
makers, public-relations consultants, stars. 
Hollywood's bread and butter has long 
come from television; films are the jam. 

The step up from radio to television may 
seem an essentially technical one, however 
brilliant as such. Not so. A picture really is, in 


THE ECONOMIST DECEMBER 41ST 1999 


Por AEE Orne eee E 





The world language 


INDIA has about a 

billion people and a 

dozen major lan- 
guages of its own. One language, and only 
one, is understood—by an elite—across 
the country: that of the foreigners who 
ruled it for less than 200 years and left 52 
years ago. After 1947, English had to share 
its official status, with north India’s Hindi, 
and was due to lose it in 1965. It did not 
happen: southern India said no. 

Today, India. Tomorrow, unofficially, 
the world. That is well under way; at first, 
because the British not only built a global 
empire but settled America, and now be- 
cause the world (and notably America) 
has acquired its first truly global—and in- 
teractive—medium, the Internet. 

On the estimates of David Crystal, a 
British expert, some 350m people speak 
English as their first language. Maybe 
250m-350m do or can use it as a second 
language; in ex-colonial countries, nota- 
bly, or in English-majority ones, like 39m 
recent immigrants to the United States, or 
Canada’s 6m francophone Quebeckers. 
And elsewhere? That is a heroic guess: 
100m-1 billion is Mr Crystal's, depending 
how you define “can”. Let us be bold: in 
all, 20-25% of earth’s 6 billion people can 
use English; not the English of England, let 








Samuel Johnson, wordsmith 





alone of Dr Johnson, but English. 

That number is soaring as each year 
brings new pupils to school and carries off 
monolingual oldies—and now as the In- 
temet spreads. And the process is self-re- 
inforcing. As business spreads across fron- 
tiers, the company that wants to move its 
executives around, and to promote the 
best of them, regardless of nationality, en- 
courages the use of English. So the execu- 


-tive who wants to be in the frame, or to 


move to another employer, learns to use it. 
English has long dominated learned jour- 
nals: German, Russian or French (depend- 
ing on the field) may be useful to their ex- 
pert readers, but English is essential. So, if 
you want your own work published— 
and widely read by your peers—then Eng- 
lish is the language of choice. 

The growth of the cinema, and still 
more so of television, has spread the dom- 
inant language. Foreign movies or sitcoms 
may be dubbed into major languages, but 
for smaller audiences they are usually 
subtitled. Result: a Dutch or Danish or 
even Arab family has an audio-visual 
learning aid in its living-room, and usually 
the language spoken on-screen is English. 

The birth of the computer and its 
American operating systems gave English 
anudge ahead; that of the Internet has giv- 
en ita huge push. Any web-linked house- 
hold today has a library of information 
available at the click of a mouse. And, un- 
like the books on its own shelves or in the 
public library, maybe four-fifths is writ- 
ten in English. proportion may less- 
en, as more non-English sites spring up. 
But English will surely dominate. 

The web of course works both ways. 
An American has far better access today 
than ever before to texts in German or Pol- 
ish or Gaelic. But the average American 
has no great incentive to profit from it. 
That is not true the other way round. The 
web may even save some mini-languages. 
But the big winner will be English. 








some respects, worth a thousand words, as 


magazines like Life had long since proved; 


and now the newsreel, once reserved tocine- 
ma-goers, was available in any home in any 
rich country at the turn of a switch. Televi- 
sion could shape politics, and did, witness 
American reaction to the Vietnam war. And, 
increasingly, “the news” is what happens on 
camera. Off camera, it just didn’t happen. 


Or if editors choose not to show it. Hap- 
pily, though, satellite and cable broadcasting 
are changing that balance: no longer need 
viewers, even in some closed societies, rely 





ona monopoly, state-run broadcaster. 
Technology has also now brought the 
most potent tool of communication ever 
available to the individual. Using e-mail or 
website, he or she can now publish, toone re- 
cipient, to hundreds, to tens of thousands. 
The noise about the web is all about its use 
for selling and buying. Huge changes it will 
bring. But the best change may be a new em- 
powermentof the individual; a return to pre- 
Gutenberg days, when one man’s voice 
could reach as far as almost any other. 
——eE s 
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WV ie it comes to wireless communications appli- 
cations we're not just all talk. At NTT DoCoMo, 

the largest mobile communications operator in Japan, 
our Vision 2010 concept of the future embodies a 
wealth of technologies that can create new business 
opportunities while making life more convenient for 
everyone. We already affect people’s lives in ways you 
might never imagine. 

The Personal Handy-phone System or PHS available 
in Japan combines the mobility of a cellular phone with 
the cost-efficiency of a land line. Our PHS location service 
transmits a map showing the whereabouts of the holder 
via fax or directly to a PC. Privacy is ensured since the 
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owner's permission is required and tracking can only 
be activated on receipt of a password. Parents can thus 
easily keep an unobtrusive eye on their children, while 
companies can easily determine their best-placed represen- 
tatives for cost-effective response to customer requests. 
The most visible aspect of wireless communications 
is undoubtedly people talking on their phones, however 
unseen applications offering significant commercial 
advantages can immeasurably enhance company 
competitiveness and consumer satisfaction. Location 
is often everything in business — it can be equally vital 
for parents of lost children. 
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The key to industrial capitalism: 
limited liability 


The modern world is built on two centuries of industrialisation. Much of that 
was built by equity finance. Which is built on limited liability 


HERE had been stockmarket crashes be- 

fore, but never one so widely felt and so 
devastating. When the Dow industrial aver- 
age fell by half in a few days in October 1929, 
it was not just rich financiers who lost their 
shirts. During the 1920s, share-trading had 
become a popular sport. Wall Streeters had 
persuaded the public that in the “new econ- 
omy” shares were as safe as bonds; the finan- 
cial district became New York's biggest tour- 
ist attraction. Passengers on Cunard liners 
could buy and sell shares via radio telegra- 
phy (a Europe-bound Irving Berlin was one 
taker). President Herbert Hoover sniffed 
about bellboys speculating on share prices. 

So the crash brought a political backlash, 
sharpened by depression: by 1932, America’s 
GppP was around 60% of its 1929 value, 25% of 
the workforce out of work, and the Dow wa- 
vering at about one-seventh of its pre-crash 
high. The share-price excesses of the 1920s 
were widely blamed. How, people won- 
dered, could America have set such store on 
equity, which, far from being as safe as 
bonds, was, in Keynes's phrase, “casino capi- 
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talism”? Seventy years on, everybody loves 
shares. Yet the question remains pertinent. 

Shares were first issued in the 16th cen- 
tury, by Europe’s new joint-stock compa- 
nies, led by the Muscovy Company, set upin 
London in 1553 to trade with Russia. (Bonds, 
from the French government, made their de- 
but in 1555.) Equity’s popularity waxed and 
waned over the next 300 years or so, soaring 
with the South Sea and Mississippi bubbles, 
then slumping, after both burst in 1720. But 
share-owning was mainly a gamble for the 
wealthy few, though by the early 19th cen- 
tury in London, Amsterdam and New York 
trading had moved from the coffee houses 
into specialised exchanges. Yet the key to the 
future was already there. In 1811, from Ameri- 
ca,came the first limited-liability law. 

The concept of limited liability, whereby 
the shareholders are not liable, in the last re- 
sort, for the debts of their company, can be 
traced back to the Romans. But it was rarely 
used, most often being granted only as a spe- 
cial favour to friends by those in power. 
Then in 1811 New York state brought in a gen- 


eral limited-liability law for manufacturing 
companies. Its popularity, and the flight of 
capital to states with limited liability from 
those without, led most American states to 
follow suit. In 1854, Britain, the world’s lead- 
ing economic power, did so too. 

The Economist disapproved: if limited 
liability was desirable, we said, market forces 
would provide it. But by 1926 this paper had 
been converted, suggesting that the name- 
less inventor of the concept might eam “a 
place of honour with Watt, Stephenson and 
other pioneers of the industrial revolution”. 

Our second thoughts were right. Before 
limited liability, shareholders risked going 
bust, even into a debtors’ prison maybe, if 
their company did. Few would buy shares in 
a firm unless they knew its managers well 
and could monitor their activities, especially 
their borrowing, closely. Now, quite passive 
investors could afford to risk capital—but 
only what they chose—with entrepreneurs. 
This unlocked vast sums previously put in 
safe investments; it also freed new compa- 
nies from the burden of fixed-interest debt. 
The way was open to finance the mounting 
capital needs of the new railways and fac- 
tories that were to transform the world. 

But was this perhaps a zero-sum game, 
making equity less risky only by making 
debt more risky? No, argues David Moss, an 
economist at Harvard Business School, in a 
forthcoming book: the benefits of putting a 
ceilingon the potential losses faced by share- 
holders far outweighed the cost of a slightly 
higher risk of debt default. Certainly, the 
markets thought so: in 1860, British govern- 
ment bonds accounted for half the total 
market capitalisation of securities in Lon- 
don; by 1914, under 5%, thanks mainly to the 
rise of equities. Meanwhile, the explosion of 
trading in railroad, steel,chemicals and other 
shares helped New York overtake London as 
the world’s leading financial centre. 

The crash of 1929 made the public aware 
for the first time that, for all their merits, equ- 
ities had serious flaws (as did Wall Street bro- 
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kers. happy to sell their own portfolios be- 
fore those of their clients). Unsurprisingly, 
confidence in equities recovered only slow- 
ly, and then thanks only to tougher regula- 
tion of Wall Street and gradual economic re- 
covery. The Dow did not exceed its 1929 high 
until 1954. Even then. after a bull market in 
the 1960s, hetween 1968 and 1982 the Dow 
lost three-quarters of its value in real terms; 
in August 1979 Business Week asked on its 
cover whether equities were dead. 

Since then, however. with the notable 
exception of Japan. and a brief wobble in 
October 1987. shares in rich countries have 
mostly been a one way bet, while countries 
that once shunned shareholder capitalism 
now have flourishing if volatile stockmark 
ets. The total value of shares in listed compa- 
nies worldwide is now some $28 trillion. And 
the one time yield gap, the dividend yield 
higher than the fixed interest paid by bonds, 
to make up for equity's greater risk, long 
since became a minus figure; for sharehold- 
ers over the past 20 years capital growth has 
more than amply justified the risk. 


Banking 


Those Medici 





LORFNCE was the centre of the Renais 
sance By no accident, it was also at the 
time the centre of an industry that has 
marked the West no less: banking. And at the 
centre of that sat the Medici family. This one 
family supplied four popes and two queens 
of France. and ran Florence. with a couple of 
interruptions. for almost 400 years. Its power 
emanated originally from the family bank. 
Itahan financiers (known generically, and 
accurately, as “Lombards”, 
hence Londons Lombard 
Street) were pre-eminent in 
their age And among them 
the house of the Medict was 
pre-eminent. the most pow 
erful financial institution in 
allofisth-century Europe 
Set up in 1397 by Giovan 
ni di Bice! de’ Medici, who 
had managed a bank in 
Rome before moving to Flor 
ence, the Medici bank lasted 
until1494. when it collapsed. 
a victim of depression, inter 
nal strife and French aggres 
sion Until its declining days, 
the power it wielded within 
Europe foreshadowed that 
wielded by the Rothschilds 
400 years later. And, happily. 
the hank kept good records. 
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The Medici were not great innovators in 
their methods. But they used the techniques 
newly developed in Italy, or still being so, to 
their fullest advantage: things like double- 
entry book-keeping, bills of exchange and 
book transfers. 

The bank, like any modern one, held de- 
posits and made loans, dealt in bills of ex- 
change, changed money and conducted 
business abroad. Each of its branches was a 
partnership, under (until 1455) a central 
holding company. This seems to have been a 
Medici innovation. 

The bank grew rapidly. At its widest, it 
had nine branches outside Florence. It also 
had many correspondent banks. Though the 
scale of its network was not new—the Bardi 
and the Peruzzi, the great Italian banking 





Piero, son of Cosimo: bankers to the Vatican 





houses of the early 14th century, had more 
branches and probably more power—the 
Medici bank was the most international of 
its time. And it used this network to great ef- 
fect for what became its biggest client: the 
Vatican, to which it brought the tithes and 
taxes due to Rome from other branches of 
the church commercial in Europe. 

So successful was the bank that under 
Cosimode’ Medici, who ruled it with an iron 
tod, the Medici were for a long while put in 
charge of papal finances. Until 1434, more 
than half of the bank's revenues came from 
its Rome “branch” (which followed the 
pope around on his travels). Its connections 
with Rome and the Vatican’s reliance on it 
gave the bank immense clout both with oth- 
er customers and with the church itself. On 
one occasion, the records 
show, the bank got the ele- 
vation of a cleric to a bishop- 
ric delayed until his father, a 
cardinal (yes), had repaid 
his own and his son’s debts. 

Most of the Medici 
bank’s lending was to royal- 
ty, to finance military cam- 
paigns or lavish princely 
lifestyles. The sovereign risk 
of the day was high: both the 
Bardi and the Peruzzi 
houses were felled when 
England’s King Edward M 
defaulted. Though the Me- 
dici bank’s experience was 
not much better, its partners 
felt that shouldering such 
risks was necessary to get 
other business. 

The bank was in trade 
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too. Soon after it was set up, it got into wool 
and (more profitably) silk. Later, it secured a 
near-monopoly in the still more profitable 
trade in alum, vital to the textile industry. So 
diversified did it become that its Bruges 
branch, in today’s Belgium, even helped to 
recruit choirboys. 

Banking and trade went together. Italian 
merchants might, for example, lend to Eng- 
lish sheep farmers or wool merchants, in re- 
turn for lower prices. This was also one way 
for banks to circumvent the church’s ban on 
the charging of interest. Another was to use 
foreign currency: the bank could lend, or ac- 
cept a bill of exchange, in one currency and 
collect its debt in another, building a hidden 
rate of interest into the exchange rate. 

After Cosimo’s death in 1464, the Medici 
bank went downhill, though his descen- 
dants became ever more entrenched in 
power in Florence. His son, the sickly Piero 
(the gouty), took over, though he had no seri- 
ous experience in banking. He was succeed- 
ed in turn by his son, Lorenzo (the magnifi- 
cent), who had no luck and less judgment. In 
1478, the Pazzi family managed--for all that 
their name means “mad” -to snatch the pa- 
pal business from the Medici. 

Lorenzo was succeeded by Piero, even 
less competent than his father and grandfa- 
ther. By 1494, the bank had been forced to 
close almost all its branches and was teeter- 
ing on the edge of bankruptcy. Piero was 
eventually forced out of Florence by a popu- 
lar uprising, after he made a deal with the in- 
vading French. Although the Medici family 
came back to power in Florence, never again 
would Italy dominate European finance. 
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“The currency 


Paper gains 





‘FT TOOK Johan Palmstruch, a flawed ge- 
A nius as irritating as he was enchanting, five 
years to fulfil his dream of a freely circulating 
paper currency. His stubborn determination 
was in time to transform the economies of 
Europe and later the world. 

In the 17th century, as before and for a 
long time after, many deals and debts, if not 
settled in coin, were paid in kind, in goods or 
labour. Could a piece of paper represent val- 
‘ue? It would be flimsy testament indeed. But 
it would be convenient-.-if it would work. 

Palmstruch thought it would. In 1656 he 
had founded the Stockholm Banco, a private 
company that intended to issue paper mon- 
ey, enjoying royal privileges in return for a 
royal cut. After sustained lobbying and a 
oublic-relations effort that would be impres- 
sive today, an issue of bank notes followed 
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in 1661. Here was Europe's 
first paper currency (Chi- 
na’s first version had ap- 
peared in 1024), one that 
would still be recognisable 
as such amidst today’s 
state-issued confetti. 

From the outset, half of 
the bank's net profits were 
claimed by the crown. Swe- 
den's chancellor was chief 
regulator, an instant exam- 
ple of all governments’ in- 
stinctive liking for control 
of paper finances. Briefly, 
amazingly, the new-fan- 
gled money worked. But. 
heady with success, the venture over- 
reached itself, issued too many notes and 
crashed disastrously in 1667. Palmstruch was 
disgraced and--fickle government—sen- 
tenced to death, a fate later commuted to a 
prison term. But the genie was out of the bot- 
tle: paper money had arrived. Nothing 
would ever be the same again. 

The Swedish experiment, to be frank, 
was a glorious failure. Born of necessity as 
much as of insight, it answered an absurd 
practical problem. Before Palmstruch’s pa- 
per, Sweden had one of the most ridiculous 
currencies to burden the millennium. Huge 
ingots of copper, itself a depreciating asset, 
were the weighty “store of value” and means 
of exchange. Merchants and citizens strug- 
gled to fulfil their obligations with unwieldy 
piles of metal. The need for something better 
was clear. And paper had a merit, especially 
in Sweden: it was not only lighter than cop- 
per, but easier to come by than silver or gold. 

Easier to print too, and that was the pro- 
blem. Would anyone trust it? His implemen- 
tation may have been flawed, but Palm- 
struch had done plenty of thinking, and 
central to it was the need for credibility. He 
worked hard to ensure it. His notes were the 
genuine article. Signed by no fewer than 
eight local dignitaries, they bore watermarks, 
personal seals and a fancy border. No one 
could question their authenticity. The bigger 
question was whether they represented real 
money. Here he fell down. Once the supply 
of paper became too great, doubt set in and 
the venture was doomed. With paper, confi- 
dence is everything, as many a central bank 
has since then discovered. 

Palmstruch was ahead of his time. It took 
another maverick toembark on the next seri- 
ous venture into paper: John Law, who near- 
ly invented modem financial markets be- 
fore succumbing to the same state aversion 
to controversy. In early 18th-century France 
he won patronage for a Banque Royale that 
would issue paper notes backed by silver. 
Unfortunately, seduced by the New World, 
he also over-reached himself:as he said later, 

IfI had the work todo over again, | would proceed 
more slowly but more surely, and I would not ex- 
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Revolutionary France got the idea—and misused it 


pose the country to the dangers which must neces- 
sarily accompany the sudden disturbance of gen- 
erally accepted financial practice. 


In a different century Law would have in- 
vented what we now call generally accepted 
accounting principles. In 1720 his grand 
scheme crashed and he fled into exile. 
Palmstruch and Law did the hard work. 
Their successors had to struggle only with 
the problem of credibility, a legacy of the 
speculative reputation attached to paper 
bills. In 1719 an English commentator re- 
marked that “men don’t yet esteem [bills] as 


rates of interest on offer. Paper money, it 
seemed, had to be convertible into bullion 
on demand for it to be accepted. Yet, para- 
doxically but unsurprisingly, governments 
both local and national longed to issue it pre- 
cisely when physical coinage was at its scarc- 
estor was collapsing in value.Caveat emptor 
(or venditor) had found a new meaning—as 
the paper assignats issued by revolutionary 
France would soon prove. Initially interest- 
bearing bonds, they were swiftly redefined 
as money, and lost value hand over fist. 

The switch to paper took decades, but it 
was unstoppable. Early on, Adam Smith rec- 
ommended the “substitution of paper in the 
room of gold and silver money”. In the late 
19th century, economists were still arguing 
about the merits of bimetallism, a monetary 
system in which paper notes were backed by 
both gold and silver, rather than gold alone. 
During the 2oth century that debate became 
academic, when paper money was finally 
separated from any metallic equivalent. 

With the breakdown of the gold stan- 
dard after the first world war also came the 
awful revenge of paper, Germany's hyper- 
inflation. Yet paper remains ubiquitous. One 
day, maybe, first plastic and now e-money 
will have driven it into history like Sweden’s 
copper ingots and Britain’s gold sovereigns, 
cowrie shells or the cigarettes into which 
Greeks briefly and unofficially switched at a 
hyperinflationary moment soon after their 
liberation from Hitler’s troops in 1944. But, 
for now, paper still rules. 
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German hyperinflation 


Loads of money 


c6 R these ten marks I sold my virtue,” 

were the words a Berliner noticed writ- 
ten on a banknote in 1923. He was buying a 
box of matches, all the note was worth by 
then. That was in the early days. By Novem- 
ber 5th, a loaf of bread cost 140 billion marks. 
Workers were paid twice a day, and given 
half-hour breaks to rush to the shops with 
their satchels, suitcases or wheelbarrow, to 
buy something, anything, before their paper 
money halved in value yet again. By mid 
November, when a new currency was is- 
sued, prices had added twelve noughts since 
the first world war began in 1914. 

Currencies have collapsed, and inflation 
turned hyper-, in other places: in Shanghai 
awaiting Maoist takeover in 1949, in Argenti- 
na in 1989, when, in July alone, prices rose 
197%. But Germany’s was the most spectacu- 
lar bout of inflation ever to hit an advanced 
economy; and none has had more awful re- 
sults. It was not the main reason for Hitler’s 
rise, but it was as the leader of a failed mini- 
coup during the crisis that most Germans 
first heard of him. And the anger of those 
who had lost their all fed Nazism’s growth. 

The origins of the hyperinflation lay in 
the war, and the readiness of Germany’s leg- 
islature to let the authorities suspend the in- 
dividual’s right to convert banknotes into 
gold. The central bank was also authorised to 
use government and commercial paper as 
part of the reserves it was required to hold 
against newly issued notes. This freed the 
government to finance the war by running 
the printing presses, with the usual effect: 
prices rose. By the end of 1918 the mark had 
fallen more than 50% against the dollar. 


It made good bricks too 
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The government continued to run a 
huge deficit. From 1919 to 1923, taxes never ex 
ceeded 35% of expenditure. The gap was cov- 
ered by heroic money-printing. The public 
finances, bad enough anyway, were wors- 
ened by the Allies’ demands for reparations, 
enough not just to compensate for damage 
done but to pay the pensions of Allied com- 
batants. Even ignoring the part due to be 
paid in some bonds of dubious worth, the to- 
tal was $12.5 billion—a huge amount for the 
time, about half Britain’s Gor. How could it 
be found? The Allies did not want to see Ger- 
man exports boom, nor were they united in 
encouraging payment in labour to rebuild 
Europe. So—roll the presses. Notes in circula- 
tion increased from 29.2 billion marks in No- 
vember 1918 to 497 quintillion (497 plus 18 
noughts) five years later. 

As early as 1919, when the peace treaty 
was signed, Keynes had warned that the set- 
tlement imposed on Germany would ruin it. 
By early 1922, even the Times, much given to 
berating Germany for allegedly failing to 
meet its promises to disarm, was warning 
that the Allied demands would lead to 

further production of paper marks on a massive 
scale. In the present state of German finances, that 
would mean a big step on the way to Moscow. 
To Auschwitz, in the event, but the analysis 
of money-printing was sound enough. In 
vain: the victorious powers shut their ears. 

Later that year, the German government 
defaulted on its reparations payments. In re- 
sponse, in January 1923 French and Belgian 
troops occupied the Ruhr, Germany’s indus- 
trial heartland. The direct economic cost was 
huge; the Ruhr provided 85% of Germany’s 
coal. But, besides that, the government 
backed a campaign of passive resistance —in 
effect, a general strike. To pay the 2m workers 
involved, it printed more money. This was 
enough to tip the economy over the edge. 

Prices roared up. So did unemployment, 
modest as 1923 began. As October ended, 
19% of metal-workers were officially out of 
work, and half of those left were on short 
time. Feeble attempts had been made to sta- 
bilise prices. Some German states had issued 





their own would-be stable currency: Bade 
was secured on the revenue of state fore 
Hanover’s convertible into a given quan’ 


of rye. The central authorities issued w 
became known as “gold loan” notes, p 


able in 1935. Then, on November 15th, ca 
the Rentenmark, worth 1,000 billion pay 
marks, or just under 24 American cents, | 
the gold mark of 1914. 

Prices quite soon stabilised, but the da 


age was done. Millions had seen their 


savings evaporate, and were ready later 
believe that Germany had been stabbec 
the back by a conspiracy of Jews, inten 
tional financiers and local appeasers. El 


Canetti, a German writer, likened the Na 


treatment of Jews to the great inflation: ; 
preciation to the point where they could 
“destroyed with impunity by the millio 
He strained the analogy. But he was ry 
that a debauched currency was one reas 
why a whole country could lose its virtue. 


Whose fault? 


ONEY-LENDERS, among whom 

Jews were prominent, had been 
made scapegoats for price rises long be- 
fore Hitler. In the 16th century, they 
were the first to be blamed for a pro- 
longed inflationary surge that pushed 
European prices up fourfold over those 
100 years—little enough by today’s 
standards, butat the time unprecedent- 
ed and disturbing. f 

Soon, though, another explanation 
became fashionable--imports of gold 
and silver from South America. Colum- 
bus had come for spices, and found 
none. But later arrivals soon found rich- 
es: gold from Colombia and Mexico, sil- 
ver from Peru. Very soon, South Ameri- 
ca was producing one-third of the 
world’s gold. Just as in ancient Greece 
after the opening of gold mines in Mac- 
edonia, a larger supply of the metals of 
coinage meant higher prices, first in 
Spain and then across Europe. 

Scholars have since questioned this 
explanation too, pointing out that the 
great inflation was under way well be- 
fore bullion from the Americas began 
to arrive in large quantities. So why did 
it happen? Maybe because population, 
and thus demand, was outpacing im- 
provements in productivity (of land, 
notably) and supply. The greater avail- 
ability of gold and silver may have 
made the long inflation worse, but it 
was not the underlying cause. 
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Introducing big government 


Adam Smith’s new book is winning praise from every quarter. A 
delightfully entertaining account of how nations grow wealthy, it has the 
makings of a classic. But it is a more radical work than it seems 


66 AN INQUIRY into the Nature and 

Causes of the Wealth of Nations’* 
broadens the study that Adam Smith be- 
gan in “The Theory of Moral Sentiments”, 
published to great acclaim in 1759. Nearly 
20 years on, Mr Smith’s scientific purpose, 
much as before, is to reveal the hidden 
foundations of the decent society. “Wealth 
of Nations” also has a polemical aim—a 
pressing one, in view of current hostilities 
between Britain and its American colonies. 
It seeks to overturn Britain’s entire system 
of international trade. 

Mr Smith’s earlier book laid great em- 
phasis on the spirit of benevolence. It ar- 
gued, paradoxically at first sight, that the 
well-spring of benevolence is self-love, 
combined with man’s capacity of sympa- 
thy with his fellows. Self-love and sympa- 
thy, mediated by the customs and institu- 
tions of civilised society, guide man to 
behave virtuously towards man. In his 
new work Mr Smith develops this theme. 
Again he emphasises self-love, but with a 
twist. Now it is the needs of commerce that 
mediate. The unintended result is as be- 
fore: a more decent and prosperous soci- 
ety, as if shaped by an “invisible hand”. 

The idea is hardly new. The ability of a 
well-ordered polity to harness selfishness 
to the greater good, without coercion or 
overt design, has been described by others 
~—notably by Bernard Mandeville in “Fable 
of the Bees”. Mr Smith’s contribution is to 
take the idea seriously, elaborate it magnifi- 
cently, and examine all its consequences. 

“Wealth of Nations” shows how self- 
interest, tamed by sympathy and con- 
strained by economic rivalry, leads to a 
widespread prosperity that Mr Smith calls 
“universal opulence”. How? 
People desire to produce more, 
in order to consume more. The 
key to producing more is the di- 
vision of labour. When work- 
ers specialise, they become 
more productive; on top of this, 
opportunities to mechanise be- 
come easier to identify and ex- 
ploit. (Mr Smith is a great be- 
liever in machines.) But the 
division of labour can flourish 
only in a system that lets peo- 
ple trade their labour, and the 
goods they produce, without 
interference. Restrictions on 
domestic trade have been de- 





clining of late, and that, he says, is why Brit- 
ain has been getting richer. 

Mr Smith, with a skill that justifies his 
reputation as a master rhetorician, next ar- 
gues that what is true for individuals is 
equally true for nations. Interference in 
trade among countries is as harmful as in- 
terference in domestic trade. It violates nat- 
ural liberty, and militates against universal 
opulence. Producers may demand protec- 
tion from rivals at home and abroad, but 
this protection is bought at others’ expense. 
Current monopolies of trade with the colo- 
nies compound the harm, by uniting the 
colonists against British rule. As a matter of 
justice, and of economic and political ex- 
pediency, the rule should be liberal trade. 

In all this, it is impossible to resist the 
force of Mr Smith’s argument: the reader is 
(sometimes too quickly) swept along by his 
flow of stories, examples and logic. If the 
book wins acceptance for the idea that lib- 
eral trade at home and abroad serves the 
public good, then it will have deserved its 
warm reception. But there is another and 
more worrying possibility. 

“Wealth of Nations” is animated, to a 
striking, even alarming degree, by concern 
for the welfare of the common labourer. 
Mr Smith endlessly deplores the idleness 
and cupidity of the rich, their remorseless 
seeking after preference that weighs on the 
peopleat large. He favours the marketplace 
partly—nay, mainly, it often seems—be- 
cause of the curbs it places on the mighty. 
The sorts of economic regulation he most 
detests are the ones that allow the power- 








ful and the influential to escape those re- 
straints. In the universal opulence he seeks, 
the crucial word is “universal”: to further 
this goal, and despite all his strictures about 
the dangers of governments acting in | 
league with producers, he ‘proposes an | 
enormous extension of the role of the state. 

He emphasises, for instance, the demo- 
ralising effects of the division of labour on 
workers. The price of making them more 
productive is to simplify their tasks, there- 
by removing whatlittle mental stimulation | 
their work once provided. How then to 
combine division of labour, necessary if 
prosperity is to be widespread, with a 
worthwhile mental life for labourers? Mr 
Smith’s answer is radical in the extreme: 
universal education, at public expense. The 
eventual cost of discharging such an obli- 
gation might be vast-~perhaps enough to 
rival, one day, the cost of national defence. 

In fact Mr Smith envisages a wide and 
expanding range of government expendi- 
tures. All are motivated either by specific 
failures of the market to meet society's 
needs, or else by the spirit of economic 
equality that so infuses this work. Thus Mr 
Smith emphasises the rule of law and secu- 
rity of property, envisaging that the costs of 
defending both will rise as the economy 
grows more prosperous. Why will the costs 
rise? Partly because as the nation’s wealth 
grows, so will “avarice and ambition in the 
rich”, who will increasingly seek to add to 
their wealth by force or stealth, rather than 
legitimately through market exchange. 
And Mr Smith foresees big increases in the 
public cost of other “institutions for facili- 
tating the commerce of society”—roads, ca- 
nals, bridges and other works necessary for 
universal opulence but too costly to be un- 
dertaken at private expense. 

It is all very well, but where will it stop? 
Mr Smith’s intellectual heirs may be less 
judicious than he is in seeking to 
keep government and market in 
a harmonious balance. Today, 
“Wealth of Nations” commands 
attention because of its timely 
argument on foreign trade (and 
because it is such a shamelessly 
good read). A century or two 
from now, trade protection will 
surely be a distant memory. Mr 
Smith’s book may then be re- 
membered for laying the intel- 
lectual foundations of, for want 
of a better term, big government. 





* Two volumes, to be had of W. Strahan 
and T. Cadell, London. 11. 16s. 
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The outward urge 


No endeavour in history has extended the frontiers of human understanding 
as much as science has. And the job is not over yet 


"T WOof the most profound changes in the 
Í intellectual landscape that a time travel- 
ler from 999 would notice are that the world 
thas become far vaster and older than he 
could possibly have imagined, and that hu- 
smanity is no longer its be-all and end-all. His 
wattitude to knowledge would probably be 
that “Man is the measure of all things” and 
“The proper study of mankind is Man.” 
Well he isn’t, and it isn’t. An educated 
erson from the tenth century—at least one 
Brought up in the Christian tradition— 
would see humanity as the zenith, indeed 
the whole point, of Creation. He would be- 
lieve the world to be but a few thousand 
years old, because that is the answer arrived 
at by piecing together the evidence from the 
Bible. And he would have but a hazy grip on 
its physical limits beyond the boundaries of 
the old Roman Empire, which had collapsed 
several centuries before his birth. 

The reality, however, is that Man is a 
lucky accident living in a universe that is 13 
billion years old ona planet that did noteven 
exist for two-thirds of that universal history. 
And that planet is such an insignificant part 
of the whole that its dimensions compared 
to the universe it inhabits are less than those 
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of an atom compared to it. 

In the context of these numbers, to argue 
that Man—a creature less than two metres 
tall, witha life span that rarely exceeds a cen- 
tury, and with a history as a separate species 
that goes back only about 200,000 years—is 
the measure of all things, seems a bit arro- 
gant. And while itis certainly proper to study 
humanity (if only because the gathering of 
knowledge must be made to pay its way in 
measurable benefits to the species that does 
the studying), the best scientific insights have 
usually come not by asking grand, philo- 
sophical questions about the meaning of hu- 
man existence, but small, practical ones, 
such as whether objects of different weights 
fall at the same rate. 


The message of the stars 

The person usually credited with starting the 
scientific revolution is Galileo Galilei,a Pisan 
scholar born more than halfway through the 
millennium, in 1564. Galileo is famous—and 
rightly so—for defending the idea that the 
earth circled the sun, rather than the other 
way about, against religious authorities that 
found this idea inconvenient. He was, in ef- 
fect, science’s first martyr, even though he 


publicly recanted his ideas when faced with 
the rigours of the Inquisition. But he did not 
invent the heliocentric theory (that was 
done by Nicolaus Copernicus and perfected 
by Johannes Kepler). His true greatness was 
in establishing the experimental method on 
which modern science depends. 

Before Galileo’s time, natural philoso- 
phy, as what has come to be called science 
was then known, was essentially an arm- 
chair occupation. Its practitioners were read- 
ers (of ancient, usually Greek or Arabic, 
texts), observers (of the heavens, for exam- 
ple) or collectors (of natural curiosities). They 
were not, generally, doers. 

Galileo did things. Most memorably, at 
least according to legend, he threw objects 
off the leaning bell-tower of Pisa cathedral to 
show that all, whether light or heavy, fell to 
earth at the same rate. That result contradict- 
ed Aristotle—something that well-behaved 
philosophers of the period were not sup- 
posed todo. Italso, small thing though it was, 
helped Isaac Newton to formulate his laws 
of motion and gravity. And gravity goes to 
the heart of the question of why the universe 
(and therefore humanity) is here at all. That 
is because it is an inherent property of mass. 
And the search for the elementary particle, 
knownas the Higgs boson, that gives mass to 
otherwise massless particles, is connected to 
the search for the explanation of the slight 
difference between matter and antimatter 
that allows the former to prevail and the uni- 
verse to exist in the first place. By asking a 
simple question about falling bodies, Gali- 





The inward eye 
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leo kicked loose a pebble that triggered an in- 
tellectual landslide which addresses the 
most basic questions of existence. 

Galileo also helped to develop the tele- 
scope. That made the universe bigger. The 
Milky Way resolved into separate stars. And 
with that came the realisation that those 
stars were other suns—faint not because 
they were small, but because they were far 
away. In this case Galileo’s discovery led 
eventually to the idea of triangulating the 
positions of nearby stars against the posi- 
tions of more distant ones, by using the 
earth’s orbit as a baseline. Then, because a 
star's colour is related to how brightly it 
shines, the distances to further stars could be 
determined by comparing their apparent lu- 
minosity, as viewed from earth, with their 
real luminosity, as calculated from the lumi- 
nosity of nearby stars of known distance. 

Using that information it was discovered 
that certain variable stars also have predict- 
able real luminosities. And examination of 
those variable stars revealed that the Milky 
Way was not alone. In 1923, Edwin Hubble 
calculated the luminosities of some of the 
variables in hitherto mysterious astronomi- 
cal patches such as the Andromeda nebula. 
He found that these stars were so far away 
that the nebulae had to be separate galaxies. 
Then, in 1929, he showed that these galaxies 
are receding from one another. The universe, 
in other words, isexpanding. Which suggests 
thatit hada beginning. Which isnow known 
as the Big Bang and is placed those 13 billion 
years ago. 

And that is not the end of it. Just as Hub- 
ble was not content with a single galaxy, and 
saw that the Milky Way is but one example 
of a general phenomenon, so modern re- 
searchers are toying with the idea that the 
universe itself is not alone. They envisage a 
sort of “hyperverse” in which new and dif- 
ferent universes are constantly budding off 
one another, and also a “multiverse”, which 
contains an infinite number of parallel, but 
slightly divergent versions of each universe 
in the hyperverse. Reality, it seems, may 
have no boundaries at all. 

The inward vision, too, goes on and on. A 
few decades after the publication of Gali- 
leo’s book “The Starry Messenger” in 1610, 
Antoni van Leeuwenhoek began to magnify 
the close-but-tiny rather than the large-but- 
distant. When he did so, he found things 
even more disturbing to the human solipsist 
than Galileo's discoveries. 

Leeuwenhoek did not actually invent 
the microscope. But it was he who used it to 
extend human intellectual horizons by 
showing that the universe is not only vaster 
than had been conceived, but also smaller. 
Leeuwenhoek’s main discoveries were in the 
realm of biology. The earliest microscopists 
were anatomists—again, bound up with the 
direct study of Man. Leeuwenhoek instead 
turned his microscopes on the non-human 
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universe. He saw, in William Blake’s famous 
couplet, “a world in a grain of sand, a heaven 
ina wild flower.” (It was Newton, in contrast, 
who held infinity in the palm of his hand, 
and eternity in an hour.) In particular, Leeu- 
wenhoek saw an unsuspected world of 
“animalcules”—the tiny creatures known 
today as protozoa. 

This was a truly revolutionary finding. 
People may not have known exactly how far 
it was to the stars, but they felt from the earli- 
est of times that the universe was, in some 
sense, big. But the idea of a microscopic 
world, oblivious of humanity, and to which 


Hubble’s vision 


humanity had hitherto been oblivious, was 
different—and a lot more disturbing. And 
worse was to come. For the next century saw 
an attack on the age of the universe too. 


Time out of mind 


In 1749 Georges Buffon, the keeper of the 
Royal Botanical Gardens in Paris, came up 
with a radical thought: that the earth and the 
other planets had not been created separate- 
ly, but rather had been knocked off the sun 
by its collision with something else. (Buffon 
speculated that this something else had 
been a giant comet.) That speculation led 
him to make the first scientific calculation of 
the earth’s age, based on the amount of time 
it would have taken it to cool from the sun’s 
temperature to the value it had reached in 
the 18th century. The answer he got was 
75,000 years—more than 12 times the prevail- 
ing estimate based on the Bible. 

This was not well received. But it soon 
turned out to be an underestimate. In 1785 
James Hutton, one of the founders of geolo- 
gy, proposed a theory called uniformitarian- 
ism. He realised that the rocks he was looking 
atdid not support biblical ideas about a cata- 
strophic flood. Rather, they suggested that 
rock formation was a gradual process—so 
gradual that Hutton said he could see no sign 
of a beginning to the earth’s history. 

After 1800, the boundaries of the observ- 
able were pushed out rapidly. In 1803 John 
Dalton revived and extended the ancient 
Greek idea that matter is composed of indi- 


visible (and extremely tiny) particles, which 
the Greeks, and he, called atoms. Just how 
tiny atoms are became apparent in 1865, 
when a chemist called Johann Loschmidt 
managed to work out that there are more 
than  1,000,000,000,000,000,000,000,000 of 
them in a gram of hydrogen. But atoms are 
not the smallest things around. In the 1890s 
the first subatomic particle, the electron, was 
identified by J. J. Thompson, and it was fol- 
lowed over the next 100 years by a veritable 
zoo of such discoveries. These particles can 
be as small as a billionth of a billionth of a 
metre across, and may last for less than a mil- 





lion of a billionth of a billionth of a second. 

And time has continued to get longer as 
well as shorter. Lord Kelvin, a British phys- 
icist, applied Buffon’s reasoning to the sun. 
He assumed that the sun’s heat must come 
from energy released as the solar gas con- 
tracted under gravity, and in 1862 he an- 
nounced that the process had been going on 
for about 100m years. 

Which was excellent news for protago- 
nists of the biggest knock to date of the idea 
than Man is the measure of all things. That 
had come in 1859, with the publication of 
“The Origin of Species”, by Charles Darwin. 
This book provided, in natural selection, the 
mechanism that biologists required to ex- 
plain the diversity that they observed. And 
Kelvin provided the time for that evolution 
to have occurred. Indeed when, with the dis- 
covery of radioactivity and its application tc 
the dating of rocks, Kelvin’s millions of years 
turned into billions of years, it could be seer 
that natural selection had had all the time i' 
needed to fashion that most curious natura 
product of all—the human brain. 

Which is just as well. For while it may bt 
clear that Man is not the measure of al 
things, he is, nevertheless, the measurer. Anc 
even if the proper study of mankind is no 
Man, the most interesting study in the nex 
millennium will probably be of that curiou: 
brain—not least of the reasons why it feel: 
compelled to find out so much about itsel! 
and the universe it inhabits. 
= = = | 
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SCIENCE & TECHNOLOGY 


Hang on lads, I’ve got an idea 


Writing at the beginning of the 17th century, Francis Bacon, an English 
philosopher of science, maintained that the three most important inventions 
were gunpowder, the magnetic compass and printing. We agree, and add 


another seven made after Bacon died 


T MAY seem a long way from the inky 
blocks used in the first printing presses to 
the electronic bits and bytes that make up 
this article if you are reading it on the World 
Wide Web. But there is a connecting thread. 
Like the current information revolution, the 
first (and more important) one, the inven- 
tion of movable-type printing, de- 
pended on the recognition that mes- 
sages can be broken down into units 
sthat are themselves almost meaning- 
fless, and that these meaningless units 
ican then be manipulated in an infi- 
inite variety of ways to create an infi- 
Mite variety of meaning. 
The origin of print is controver- 
sial. But Pi Sheng, a blacksmith and al- 
zhemist wholived in China in the 11th 
century, has as good a claim as any to 
nave been the person who had the in- 
sight on which all subsequent infor- 
mation technology is built. He made 
lay copies of the ideograms in which 
Chinese is written, and baked them in 
i fire. Then he stuck them on an iron 
dlate using a mixture of ash, resin and 
wax, and held them in place with an 
ron frame. By covering the result with 
nk, and impressing it on paper (an- 
ther Chinese invention), messages 
sould be mass-produced. 
Even the greatest inventor, how- 
ver, is constrained by his cultural cir- 
>umstances. Ideograms are too mean- 
ngful. As a result, there are too many 
of them. Modern scholarship recog- 
nises about 50,000 Chinese charac- 
ers, a number that would not have been 
nuch different 1,000 years ago. And al- 
though the more complex characters can of- 

iten be decomposed into simpler elements, 
«he process of doing so is so unsystematic 
hat mechanising it efficiently proved im- 
possible. Printing could only thrive in a cul- 
ure with a less sophisticated writing sys- 
‘em—an alphabet. 

Nobody knows how the idea of mov- 
able-type printing filtered from Asia to Eu- 
‘ope. None of the European adventurers 
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who wrote up their travels through Asia in 
the late Middle Ages remark on it. Nor is 
there any other written evidence of a con- 
nection. Some scholars, indeed, claim that a 
European had the insight independently. 
But whether it was invention or plagiarism, 
the crucial moment happened in Strasbourg 





Comes the revolution 


in the 1430s. This was when Johannes Guten- 
berg, a goldsmith, first had the idea of pro- 
ducing small, regular blocks of steel with let- 
ters on them. Eventually, instead of printing 
from these directly, he employed them to 
stamp out intermediate dies which were 
then used as moulds to mass produce letter 
blocks made ofa lead alloy. These were fitted 
into frames (or “forms”), covered with ink 
and, with the aid of an adapted wine-press, 
used to print individual pages. 

Quite a bit is known about Gutenberg’s 


printing career, thanks to his financial and 

legal troubles. In 1439, the heirs of a business- 

man in Strasbourg, where Gutenberg was 
then living, brought a lawsuit against him. 

The papers from the suit tell of Gutenberg, 

who obviously fancied himself as an inven- 

tor, working on three processes—the polish- 
ing of precious stones, the manufacture of 
mirrors, and a “new art” involving the use of 

a press and some pieces and forms. 

Gutenberg moved to Mainz in 1448, and 
found himself a backer. Johann Fust, a local 
venture capitalist, loaned him 800 guilders in 

1450. He later agreed to let Gutenberg have a 

further 800 guilders. But the two men fell out 

in 1455, and Fust sued Gutenberg. Neverthe- 
less, two years later, the first printed book in 

Europe, the Mainz psalter, came off Guten- 

berg’s press. 

After that, ironically, the written record 
of Gutenberg’s life peters out (except 
for one document recording yet an- 
other unpaid debt). Indeed, the psal- 
ter, and also the Bible that is attributed 
to Gutenberg, may actually have been 
produced by Fust and an associate 
called Peter Schoffer. If this is true, 
these two thus introduced another 
fine tradition of information technol- 
ogy that has persisted until today— 
that of the financial backers of an in- 
vention “shooting the inventor” as 
soon as they are sure his invention is 
commercially viable. 

But although printing may not 
have improved Gutenberg’s life, it 
revolutionised the lives of his fellow 
Europeans. The 26 inherently mean- 
ingless letters of the Roman alphabet 
suited the technology perfectly, and 
within three decades there were print 
shops in every corner of the conti- 
nent. It is reckoned that as many 
books were produced in the 50 years 
after Gutenberg’s invention as in the 
1,000 years before it. 

And if printing did not actually 
cause the intellectual changes taking 
place in Europe at the time, itcertainly 
catalysed them. As printers sought 

new products, translations took off. Reli- 

gious works were converted from Latin into 
the vernacular. Latin and Greek authors too 
were translated into modern languages. And 
since books were circulated widely, they 
tended to act as linguistic standards. They 
helped, for example, to impose the dialects 
of London and Paris on England and France. 

Whether the web, the printing-press’s latest 

descendant, will make Californian the lan- 

guage of the world, remains to be seen. 
i A s 


99 


Gunpowder 
Bang, bang. 
You're dead 


TRICTLY speaking, one of Bacon’s revolu- 

tionary inventions should not be in these 
pages. Gunpowder predates 1000, though 
scholars differ about just how much. Chi- 
nese party hosts were, however, certainly en- 
tertaining their guests with fireworks by the 
ninth century. But gunpowder without guns 
is scarcely worthy of the name. And guns be- 
long squarely to the passing millennium. 

It is doubtful if any one invention has 
revolutionised any one activity more than 
gunpowder revolutionised war. Before it, ar- 
chers and catapults notwithstanding, war 
was a personal, man-to-man affair. After it, 
combat could routinely be conducted at a 
distance. And not only with bullets and can- 
nonballs. By putting huge quantities of the 
stuff under things someone wanted to elimi- 
nate (city walls, the Houses of Parliament, 
and soon), they could simply be blown up. 

Gunpowder is a mixture of three sub- 
stances: carbon (in the form of charcoal), sul- 
phur and potassium nitrate (saltpetre). And 
the proportions must be right. The first 
known recipe for gunpowder was written 
down by Francis Bacon’s antecedent name- 
sake Roger, an alchemically inclined monk, 
in 1249 (though like many of the earlier Ba- 
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con’s works, it was probably recycled from 
an Arab manuscript). The explosive he de- 
scribed was composed of six parts of salt- 
petre to five parts of charcoal and five parts 
of sulphur. Later versions used more salt- 
petre, eventually settling on a ratio of 15:3:2. 
Gunpowder works by the rapid burning 
of the carbon and the sulphur in oxygen re- 
leased by the thermal disintegration of the 
potassium nitrate. The resulting hot gases ex- 
pand so quickly that they push anything 
they come across—including cannon balls 
and castle gates—out of the way. Bacon, of 
course, knew none of that. But he did know 
that applying a lighted taper to the mixture 
produced an unprecedented bang. And so 
did people less pacific than an English monk. 
The first recorded use of gunpowder in 
European warfare was at the siege of Metz in 
1324. The besiegers had iron vases into which 


Pointing to the future 


RTHUR C. CLARKE, a well-known 
writer of science fiction, once pro- 
posed three scientific “Laws” in homage 
to Newton’s. Clarke’s Third Law is that 
“any sufficiently advanced technology is 
indistinguishable from magic”. In the 12th 
century, of course, technologies were less 
advanced than in the 2oth. And people 
were, perhaps, more credulous in the mat- 
ter of magic. So “sufficiently advanced” 
would not have been such a hurdle to 
leap. But even today, the properties of 
magnets can seem magical. Eight hundred 
years ago, the discovery that a piece of 
lodestone (a magnetic ore of iron) which is 
free to turn will always point north-south 
must truly have seemed spooky. 

Who first made this discovery is open 
todoubt. Probably, he was Chinese, but he 
may have been Arab or European. The 
first records of such primitive compasses 
coincide closely enough in time that diffu- 





sion from any one of these cultures to the 
other two could plausibly account for the 
facts. What is in no doubt, however, is 
who—as in the cases of printing and gun- 
powder—turned a curiosity into an in- 
strument of power. 

The first mention of acompassina Eu- 
ropean text was made by Alexander 
Neckam, in 1180. At that time, the lode- 
stone needle was mounted on a cork and 
allowed to float in a bowl of water. The 
idea of mounting it on a pivot surrounded 
by a circular scale came in 1269. It was an- 
other 150 years, however, before serious, 
long-distance voyages were mounted 
with its aid. But in 1418, the Portuguese 
reached Madeira and in 1427, the Azores— 
about a third of the way to America, had 
they known it. Ferdinand Magellan’s cir- 
cumnavigation of the earth followed 
within a century. The spell of the compass 
had ensnared the world. 





they packed the new explosive. Iron or stone 
balls placed on top of the result could be 
fired at the enemy with great force. Until that 
time, the balance of advantage in a siege lay 
with the defenders. If they had food and wa- 
ter, a small number of soldiers could hold a 
fortress for a long time. Knocking down the 
walls of a castle was a job for catapults and 
battering rams, neither of which was very ef- 
fective. Scaling high walls with ladders was a 
risky business. As a result, rebellious baronss 
were hard for kings to keep in check, and 
central authority was weak. 

Cannons changed that. The castle wallss 
came tumbling down and monarchies be- 
came more and more absolute. And when, 
with the aid of their compasses, Europeans: 
began to roam the world, the same thin 
happened on a larger scale. A small group of 
soldiers armed with guns was frequentlys 
able to beat more numerous local opposi- 
tion. Thus rose the West. 

Guns got better and better (or worse andi 
worse, if you were on the receiving end of 
them) as the years progressed. Smooth-bore 
muzzle-loading muskets that relied on æ 
piece of lighted “match” (rope soaked in salt 
petre) to set off the charge were improved 
first by the addition of mechanical “locks” tc 
fire them, then by the rifling of their barrels 
(toensure a true flight for the projectile), ano 
then by breech-loading mechanisms thaws 
did away with the need to stuff the bullet o 
ball down the barrel with a ram rod. Andi 
eventually the art of rocketry, hitherto usefull 
only for fireworks, was mastered for war. 

Perhaps surprisingly, however, no bettes 
explosive than gunpowder was discovered" 
until the 19th century. But then, with the 
growth of modern chemistry, new ones 
came thick and fast. Eventually, of course 
the search for a bigger bang exhausted the 
possibilities of chemical reactions. The phys 
icists had to be called in and by doing wha 
alchemists had only dreamed of—transmut 
ing one element into another—they pro 
duced a bigger bang than either of the Ba 
cons could possibly have imagined. 
= = m 
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Calculus 


Maths in flux 


OT all inventions are tangible. And one 

of the most profound intangible inven- 
tions of the millennium was also the cause of 
one of its bitterest intellectual battles. Be- 
tween them, Isaac Newton and Gottfried 
Leibnitz created calculus, the most impor- 
tant mathematical discovery since the in- 
vention of algebra by Muhammad al-Khwa- 
rizmi, an Islamic scholar of the ninth 
century. But they argued until their deaths 
about who had done it first. 

Calculus was a mathematical break- 
through, because it dealt with continuously 
varying quantities. Until the mid-17th cen- 
tury, maths had been required to handle 

sonly discrete variables. But Newton’s inter- 
estin mechanics taxed the limitof whatsuch 
classical mathematics could do. He therefore 

sdecided that the answer was to extend the 

boundaries of maths by inventing a system 
that he called “fluxions”. 

This worked by dividing a variable such 
sas the velocity of a moving body into infini- 
esimally small units, and processing those 
anfinitesimals instead. That made it easier to 
study, for example, the rate of change of ve- 
Mocity—a property which Newton named 

“acceleration”. 

Newton, however, was a very secretive 
feman. When he published his theories of me- 
chanics, he recalculated them using the old- 
Fer, clunkier methods of al-Khwarizmi and 
fhis successors. Fluxions remained a private 
eveapon in his scientific arsenal. 

Shortly after this, Leibnitz, a German, 

‘ame to London, where he hobnobbed with 
‘Newton and many of his contemporaries at 
he newly formed Royal Society. When he re- 
‘urned to Mainz, where he was employed as 
a librarian to the ruling archbishop, he began 
work on a mathematical system that was 
ogically identical with fluxions, but which 
Me called “calculus”. 

Not being a secretive man, he published 

the result in 1684, and was immediately ac- 
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cused of plagiarism by Newton. He denied 
the charge (probably accurately, since New- 
ton had still not published anything on flux- 
ions, and would hardly have discussed his 
idea with a transient acquaintance). But 
Newton was the more powerful man, and 
managed to blacken Leibnitz’s image com- 
prehensively, at least in England. 

Leibnitz, however, had the last laugh. For 
it was his system of symbols that was adopt- 
ed for what is now regarded as the first step 
of “higher mathematics”"—an invention 
without which most of physics and a sur- 
prising amount of biology would be impos- 
sible to understand. 

_ a 





Steam engines 


Puffed up 


LL the best inventions have a legendary 
“light bulb” moment. James Watt's is 
supposed to have been when he saw the lid 
of his kettle rattling. It was then, so the story 
goes, that he realised that steam pressure 
could be harnessed to do something useful. 
Maybe it happened that way. 


er. Filling the cylinder with steam pushes the 
piston out. Cooling the steam condenses it 
into water, leaving behind a vacuum. Atmo- 
spheric pressure then pushes the piston back 
down the cylinder, and ifanything (such asa 
pump) is attached to the piston, some useful 
work can be done. Put more steam into the 
cylinder and the cycle can be repeated. 

In Newcomen’s engine, however, the 
process was extremely inefficient. Once the 
cylinder had been filled with steam it was 
cooled directly by the application of cold 
water. The whole thing then had tobe heated 
up to boiling point again before the cycle 
could be repeated. Also, Newcomen’s piston 
coupling could only move up and down. 
That was useful for pumping, but limited the 
engine’s application to things that require a 
rotary motion—grinding, for example. 

Watt’s first insight was to have a separate 
condenser for the steam. This meant that the 
cylinder itself could be kept hot, more than 
doubling the machine's efficiency (admit- 
tedly from 1% to just over 2%), with a conse- 
quent saving of fuel. But it was Boulton who 
insisted that the new engine be able to gener- 
ate circular motion, in order to expand the 
market for it. The result was the so-called 
sun-and-planet gear, which converted reci- 
procal motion to rotation and allowed the 
machine to invade the newly built factories 





Maybe it didn’t. Maybe it does not 
matter. For Watt did not actually 
invent the steam engine. That hon- 
our belongs to Thomas Newco- 
men, whose steam-powered mine 
pump had been around for more 
than half a century when Watt 
built his first engine in 1765. Yet the 
fact that the scientific unit of pow- 
er is called a “watt”, rather than a 
“newcomen”, shows that subse- 
quent generations of engineers re- 
cognise who it was that really 
turned the steam engine into the 
most important invention of the 
millennium. 

The Watt steam engine and its 
successors powered the first 100 
years of the industrial revolution. 
And the idea behind them, that 
heat derived from a fossil fuel 
could be turned into mechanical | 
work, powered that revolution’s 
second 100 years too, in the form of 
the internal-combustion and jet 
engines that move its machines 
around, and the turbines that pro- 
duce its electricity. As Matthew 
Boulton, Watts business partner, 
once said of his factory in Birming- 
ham: “I sell here, gentlemen, what 
all the world desires: power.” 

The core of a steam engine is a 
cylinder that is sealed at one end 
andhasamovingpistonattheoth- L 








Until 1783, the idea of flight was strictly for 
the birds. But then the Montgolfier brothers, 
Joseph and Jacques, discovered that if you 
fill a big enough paper bag with hot air, the 
result can lift a man. This was one invention 
that the Chinese—who invented paper and 
regularly used it to make huge lanterns— 
should have made but didn’t. It was to be 120 
years, however, before a powered heavier- 
than-air machine carried a man. 
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down thyself to them, nor serve the ; 

Daguerre’s invention relied on the ol 

-servation that a chemical called silver 
dide is unstable in the presence of light. It 
decomposes to leave metallic silver þe- 
hind. By exposing a surface impregnated 
with i it fo an image formed bya kns, the 








ages of the world directly. 
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of the late 18th century. 

The result made the two men rich—not 
merely from selling the machines, but also 
by employing them to make such things as 
buttons for the British army, and the world’s 
first mass-produced coins. And in the hands 
of others, most notably Richard Trevithick, 
George Stephenson and Isambard Kingdom 
Brunel, the steam engine went on to power 
the first means of transport that could travel 
faster than a horse or a sailing ship—the rail- 
way locomotive and the steamship. But the 
basic principle of pushing a piston in and 
out of a cylinder was maintained, even in 
the internal-combustion engines devised by 
Rudolf Diesel and Nikolaus Otto which 
eventually replaced steam-power. 

The need to understand and improve 
the steam engine also revolutionised science, 
creating the fundamental branch of physics 
known as thermodynamics. The first law of 
thermodynamics—that energy can be nei- 
ther created nor destroyed, but only con- 
verted from one form to another—tumed 
out to be one of the handful of conservation 
laws that define what the basic stuff of the 
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universe actually is. The second law of ther- 
modynamics, that disorder increases with 
time, defines the universe’s fate. It truly will 
end not with a bang but with a whimper. A 
profound insight to draw from the desire for 
acup of tea. 








The golden age of steam 





Electrification 


Out of the 
darkness 





N DECEMBER 31st 1879, the inhabitants 

of New Jersey were given the first 
glimpse of a technology that would illumi- 
nate the world. That was the day that the 
electric lighting system devised by Thomas 
Edison was put on public display at his com- 
pany’s workshop complex at Menlo Park 
The New York Herald reported that 


Edison’s laboratory was tonight thrown open tc 
the general public for the inspection of his electric 
light. Extra trains were laid on from east and west 
and, notwithstanding the stormy weather, hun 
dreds of persons availed themselves of the privi 
lege. The laboratory was brilliantly illuminatec 
with 25 electric lamps, the office and counting 
room with eight, and 20 others were distributed ir 


THE ECONOMIST DECEMBER 31ST 199 


SS Pe Le “She t pense.) a a k CIE! _ peas J 
“ye ‘ > y GR ae TH. 


y Be? fe 
Blinded by the light 


the street leading to the depot and in some of the 
adjoining houses. The entire system was explained 
in detail by Edison and his assistants, and the light 
was subjected toa variety of tests. 


Edison was not the first person to have 
thought of using electricity for illumination: 
cumbersome electric arc-lighting had been 
employed in public spaces and factories for 
a number of years. Nor yet did he make the 
first light bulb, nor the first generator. But he 
was the first person to make them commer- 
cially viable, combine them, and demon- 
strate the potential benefits of large-scale 

selectrification. His small, efficient generator 
Wits efficiency was 90%, as against the 40% of 
revious designs) and his cheap, long-lasting 
ight bulb (with a life of 1,000 hours) made 
the domestic use of electricity practical for 
the first time. 

It was another three years before Edi- 
son’s first power station opened, on Pearl 
Street in New York. And not all was plain 
sailing. As electrification spread, Edison 
fought a bitter and dirty standards war with 
George Westinghouse over the question 
whether electricity should be delivered as di- 
rect current (Dc), as Edison believed, or using 
the alternating current (Ac) system invented 
by Nikola Tesla. 

Edison's marketing men electrocuted 
animals in public to demonstrate the sup- 
posed dangers of ac, and attempted to intro- 
duce the word “Westinghoused”, meaning 
“electrocuted”, into popular parlance (with- 
out success). When Edison was asked to sup- 
ply an electric chair for the execution of 
criminals, he agreed—on condition that it 
should be powered by alternating current. 
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Ultimately, however, Edison 
failed to establish pc as the 
standard, because (as he must 
himself have known) ac is a 
more efficient way of trans- 
mitting power over long dis- 
tances—and it is Ac that is 
used today. 

In other words, Edison did 
not invent the generator, the 
bulb, or the ac system—in 
fact, practically the only as- 
pect of modern electrical ap- 
paratus that can be traced 
back to him is the electricity 
meter (he always had his pri- 
orities right). But he it was who 
put the pieces of the puzzle to- 
gether and made it all work. 
Edison is rightly remembered 
as the man who pioneered the 
widespread domestic use of 
electricity. 

By the time of his death in 
1931, Edison had been de- 
scribed by a German histori- 
an, Emil Ludwig, as “the great- 
est living benefactor of man- 
kind”. Ludwig declared that 
when Edison “snatched up the spark of Pro- 
metheus in his little pear-shaped glass bulb, 
it meant that fire had been discovered for the 
second time, that mankind had been deliv- 
ered again from the curse of night.” 

All hype aside, electrification certainly 
proved to bea good idea. Although it was ini- 
tially seen just as a means of domestic illumi- 
nation, electricity was soon being used to 
power phonographs, stoves, bells, heaters 
and elevators. 

By the 1890s it was clear that domestic 
electricity was here to stay, and would be an 
indispensable part of 2oth-century life. One 
attempt to imagine the electrically powered 
future, published in Answers magazine in 
1893, under the title “The Empty House of 
1993”, describes a house 

fitted throughout with electricity, electric stoves in 
every room, improved electric cooking range in 
kitchen. All the stoves can be lighted by pressing a 
button at the bedside. Doors and windows fitted 
with electric fastenings, phonographs for commu- 
nicated messages fixed to front and back doors. 


Today, estate agents do not even bother 
tomention the presence of electric lighting in 
every room; in the developed world at least, 
electricity is now so ubiquitous that most 
people notice it only when it fails to work. 
When a technology becomes invisible in this 
Way, it is a sign that it has matured. Modern 
visions of homes of the future imagine wall- 
to-wall computers and exotic communica- 
tions devices. Perhaps in another 100 years’ 
time, they too will have matured, and be- 
come as much a part of the fabric of every- 
day life as electricity. 





The birth of computing 


The forgotten 
father figure 


T SEEMS curious that Charles Babbage is 

remembered today as the grandfather of 
computing, for Babbage never completed a 
single one of his clunky mechanical calculat- 
ing machines, and his work was largely for- 
gotten after his death in 1871. It was only with 
the construction of the first electronic com- 
puters in the 1940s, by people who were un- 
aware of Babbage’s work, that the ground- 
breaking nature of that work became appar- 
ent. Had Babbage never lived, in other 
words, the rise of the computer would have 
happened anyway. That is because today’s 
computers owe their ancestry not to Bab- 
bage but to the work of another 19th-century 
pioneer, Hermann Hollerith. 

In contrast to Babbage, who wanted to 
automate the fiddly business of mathemati- 
cal calculation, Hollerith was interested in 
the less esoteric (but equally tedious) field of 
data processing. Babbage intended his elab- 
orate “calculating engines” to be used by sci- 
entists, in much the way that specialist su- 
percomputers are today. The particular 
application he had in mind—the “killer 
app’—was the production of error-free 
mathematical and astronomical tables. Hol- 
lerith, on the other hand, made his name 
building machines to handle a gargantuan 
data-processing task: the analysis of the re- 





Historic high-tech 
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sults of the United States’ census. 

When the first American census took 
place in 1790, tabulating the data it collected 
took nine months. As the country’s popula- 
tion grew larger, however, and the number 
of questions asked in each census increased, 
a problem of delay gradually emerged. The 
results of the 1880 census took seven years to 
compile—making them out of date by the 
time they were published. 

This was unsatisfactory because, for ex- 
ample, seats in the House of Representatives 
were (and are) assigned according to census 
data. It became apparent that a new way 
would have to be found to compile the re- 
sults of the 1890 census, in order to keep up 
with rapid demographic changes. Indeed, 
without a new approach the 1900 census 
would already have been under way by the 
time the 1890 results became available. 

Hollerith, a former employee of the Cen- 
sus Bureau, had the idea of building a tabu- 
lating machine. His first design, patented in 
1884, used a long strip of paper into which 
holes were punched to represent informa- 
tion. The record for each person was to be 
punched across the strip, which would then 
be run through the machine. Electrical con- 
tacts made through the holes in the strip 
would drive electro-mechanical counters. In 
this way the number of records matching 
particular criteria could be counted. 

Before long, Hollerith improved this 
scheme, by using combinations of holes to 
represent more complex pieces of informa- 
tion. At the same time, he switched from a 
paper strip to punched cards. (Making the 
cards the same size as dollar bills meant that 
existing storage cabinets could be used.) By 
clever wiring of the tabulating machine, it 
was possible to count the number of cards 
with particular combinations of attributes. 

Hollerith also invented a sorting ma- 
chine, to facilitate the tabulation of subsets 
of the population. When a card was inserted 
into the tabulating machine, the counters 
would be updated accordingly, and the ap- 
propriate drawer in the sorting machine 
would open. 

When it came to choosing a tabulating 
machine for the 1890 census, Hollerith’s de- 
sign was one of three contenders. The other 
two machines used colour-coded slips of pa- 
per and chips of wood to represent informa- 
tion. In a competition between them it took 
72 hours to record all the data on to Holler- 
ith’s punched cards, which was not vastly 
faster than the 144 hours and 100 hours taken 
by the other two machines. 

The real advantage of Hollerith’s system 
became clear, however, when it came to ma- 
nipulating the stored data and compiling the 
results. Hollerith’s machine took less than six 
hours; the other machines took 55 and 44 
hours respectively. His design was chosen, 
and his machines compiled the results of the 
1890 census in a mere six weeks, at a saving to 
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the Census Bureau of $5m in staff costs—ten 
times more than expected. 

This success enabled Hollerith toexpand 
his Tabulating Machine Company into over- 
seas markets. In 1911, the company merged 
with two others, and in 1924 the new firm 
changed its name to International Business 
Machines—now better known as 1BM. There 
is, in other words, a direct line from Holler- 
ith’s tabulating machines to mainframe 
computers and, in 1981, to the first IBM Pc. 

It is ironic that today’s computer indus- 
try hasits origins in a data-processing project 
carried out in 1890 that was completed on 
time and under budget. Modern computeri- 
sation projects, in contrast, tend to have far 
more in common with Babbage’s ill-fated 
attempt to build a mechanical computer, 
which cost a fortune and was eventually 
abandoned. Perhaps the fact that Hollerith is 
forgotten, while Babbage is remembered, 
should not be so surprising after all. 
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Oral contraceptives 


The liberator 


Ws asked the historical significance 
of the French Revolution, Zhou Enlai, 


then the Chinese premier, is supposed to 
have replied, “It is too early to tell.” Perhaps 
that is the best response to the question of 
which of the 2oth-century’s numerous in- 
ventions belong on a list of the millennium’s 
most important. Only time will tell. 

In any case, nothing comes of nothing. 
Many of the innovations of the past 100 years 
have their antecedents or their inspiration in 
earlier devices. Heavier-than-air flight—a 
child of the century’s first decade, to be 
sure—is, nevertheless, flight. The Montgol- 
fier brothers anticipated the Wright brothers 
by 120 years. And the engines that power air- 
craftand most other modern means of trans- 
port ultimately owe their births either to the 
steam engine or toa reversal of 
the electrical generator (put 
current in and you get move- 
ment out, instead of the other 
way round). Computers trace 
their roots to Hollerith and his 
census cards. Television is little 
more than a transient, moving 
form of photography. Even the 
atomic bomb can track its in- 
spiration back to gunpowder. 

But there is, perhaps, one 
invention that historians a 
thousand years in the future 
will look back on and say, 
“That defined the 20th cen- 
tury.” It is also one that a time- 





traveller from 1000 would find breathtak- 
ing—particularly if she were a woman. That 
invention is the contraceptive pill. 

The relationship of science to technology 
is as often “take” as “give”. Invention is fre- 
quently serendipitous. Science then uses 
those inventions to develop itself, and to ex- 
plain why they worked in the first place. 
Only when itis reasonably sure of its ground 
are the fruits of its discoveries fed back to 
produce truly “scientific” technologies. 

Earlier centuries saw that happen with 
physics and chemistry. The 2oth century has 
witnessed it in biology. And the turning 
point—where science thought it understood 
a biological process well enough to engineer 
it—was probably the creation of the Pill. 

Until the Pill, drugs were developed ona 
“suck it and see” principle. Either it was not 
known how they worked, or their mode of 
action was elucidated after their discovery. 
But the Pill was designed to mimic an en- 
zyme—progesterone—that was already well 
known. The problem, to make a progester- 
one-like molecule that would fool the repro- 
ductive system while escaping the attentions 
of destructive enzymes in the liver, was 
solved by Carl Djerassi. The first trial of the 
resulting drug was carried out in 1956 by 
Gregory Pincus. 

Historians of the Zhou persuasion will 
argue endlessly about how important the 
Pill was to the recruitment of women as 
equal members of society. Certainly, much 
of the legal apparatus of equality was in 
place (at least in the West) before the Pill was 
invented. But there is a difference between a 
right and a remedy. And before the 1950s the 
unpredictability of the arrival of children 
meant that the rights of many women were 
more theoretical than actual. The Pill really 
did give a woman the right to choose. And 
though the consequences of that choice are 
still working themselves out, as both men 
and women adjust to the new reality, one 
difference between the passing millennium 
and those to come is clear: women have tak- 
enagiantstep towards their rightful position 
of equal partnership with men. Technology 
really is liberation. 
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Following several years of turbulence and international 
concern over the health of Japan’s economy, recent months 
have seen a shift from crisis management to stability, with 
an evolving consensus on steps needed for restructuring 
and recovery. 


Earlier this month, The Economist Conferences’ Fifth Roundtable 
with the Government of Japan brought together government 
officials and senior executives from the local and international 
business community to discuss the structural reforms necessary 
to re-invigorate Japan’s economy and ensure its continuance 
as a forceful economic power. 


-Keynote addresses were delivered by: 


* Honourable Taichi Sakaiya, Minister of State for Economic 
Planning, Economic Planning Agency 


* Eisuke Sakakibara, Director, Global Security Research Centre, 
Keio University and former Vice Minister of Finance for 
International Affairs, Ministry of Finance 


* Honourable Ichita Yamamato, State Secretary for Foreign 
Affairs, Ministry of Foreign Affairs 


* Honourable Ichizo Ohara, Member, House of Representatives 
and former Minister of Agriculture, Forestry and Fisheries 
Sponsored by: 
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` Organisations that participated include: 


A sense of cautious optimism was put forward with regard to 
Japan’s economy—thanks to the impact of increased globalisation, 
heightened entrepreneurial activity, and Internet and Intranet 
activities. All are forcing drastic changes in the Japanese business 
climate. Restoration is in progress but questions remain as to 
how rapidly and effectively Japan’s government and corporate 
sector can respond to these challenges. 


Amongst the key issues discussed were: 


Policy Measures for Economic Re-birth: will the government's 
stimulation measures actually achieve a smooth transition 
from public-demand-led growth to privatedemand-led growth? 


A dynamic socio-economic structure: can Japan meet the 
requirements commensurate with the knowledge-based age— 
in particular, support for entrepreneurship and venture capital? 


Concerted efforts in financial sector reform: the need for 
continued revitalisation and greater accountability as per 
international standards; concerns remain over transparency, 
particularly with regard to official versus unofficial debt figures 
of financial institutions. 


Further polarisation in Japan demographics: not only with 
regard to an ageing population and implications for pensions 
and security, but also land prices and the importance placed 
on this by Japanese banks. 
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Allstate Property and Casualty Insurance, Amgen, Amway, Arthur D Little, Asia Advisory Service, Asian Pacific Economic Consultancy 
Indonesia, AstraZeneca, Australian Embassy, Bank of Japan, Banque Nationale de Paris, BP Amoco, British Embassy, BT, Cititrust and 
Banking Corporation, Deutsche Bank Group, Deutsche Telecom, Emerson, Federal Express, Fujitsu, FRI, Glaxo Wellcome, Goldman Sachs, 
Hartford Life International, Inchcape, Institute for International Economic Studies, ITOCHU, Japan Centre for International Finance, 
KPMG Financial Service Consulting, McKinsey & Company, Mikuni & Company, Mitsubishi Trust & Banking Corporation, Mitsui Global 
Strategic Studies Institute, National Australia Bank, NEC, Nestle, Nomura Research Institute, Novo Nordisk Pharma, Pacifica Consultants, 
RJ Reynolds/MC Tobacco, SAP, Schroders Investment Management, Toshiba, US Embassy, Visio, Warner-Lambert, Zenshinren Bank 


Not only was the timing of the Fifth Roundtable with the Government of Japan crucial for 
Japan’s business community, it also came at a significant time for The Economist Conferences—taking place 
exactly 40 years after the company’s First Roundtable with the Government of Japan with 


Prime Minister Nobusuke Kishi and his cabinet. 


The Roundtable proceedings are now available in print format. 


For enquiries please contact Dora Tsang 


25/F Dah Sing Financial Centre 108 Gloucester Road, Wanchai, Hong Kong 
Tel: (852) 2585 3841 © Fax: (852) 2802 7660/7669 e Email: doratsang@eiu.com 





A dose of history 


Medicine has changed a lot over the past 1,000 years. But it has also 


stayed the same a lot 


IX SICKNESS, as in health, people have al- 
ways been touchy about their private 
parts. Genital disorders such as testicular 
swelling can be particularly uncomfortable, 
as one young man describes: 


Out of shame I concealed myself for a consider- 
able time, watching carefully for a chance to bathe 
alone in the small hours. At long last I disclosed my 
misfortune to my parents and after many treat- 
ments (how many!) had been performed on me, in 
theend, after takingcounsel with them, [entrusted 
myself for surgery to the surgeons in the hospital 
of Sampson. I will omit what horrible things Iex- 
perienced while on my back. To sum up every- 
thing, I state that I actually despaired of life at the 
hands of the physicians. 


His embarrassment, anxiety, helpless- 
ness and pain will be familiar to anyone 
who has suffered a serious illness and has 
been on the receiving end of modern medi- 
cine. But Stephen, the man in question, is not 
a 2o0th-century patient. He was, in fact, a 
priest from Constantinople, who lived in the 
seventh century. In the end, after doctors 
failed to heal him, Stephen found relief in a 
few well-aimed doses of holy oil from the 
shrine of St Artemios at Oxeia. 

A thousand years ago, medical miracles 
were the stuff of saints and the stars. Now, 
doctors and laboratories are the sources of 
clinical wonder, from transplant surgery to 
gene therapy. There is no question that sci- 
ence has transformed medicine since 999, 
giving it new knowledge, fancy tools and a 
scope almost unimaginable to those alive 
even at the start of the 2oth century, let alone 
in Stephen's day. There is, however, much in 





modern medical culture—in the 
way doctors and patients behave 
in pursuit of health—that patients 
at the turn of the previous millen- 
nium would recognise at the 
threshold of the new one. 


Playing doctor 


If Stephen were to fetch up in a 
hospital waiting room today, he 
would surely be amazed at the 
numbers waiting with him. The 
world has 20 times as many peo- 
ple as it did 1,000 years ago. In Ste- 
phen’s day, humanity had a hard 
time keeping its numbers up, and 
for centuries afterward malnutri- 
tion, poor hygiene, parasitic infections and 
disease took a heavy toll: infant mortality 
among the poor of medieval Europe was 
several hundred per 1,000, and even those 
who reached adulthood could expect to die 
in their 30s. 

Stephen would no doubt be surprised 
how old his fellow patients are at the end of 
this century. Today, the average Englishman 
dies aged 75. Thatis, in part, due to better nu- 
trition, housing and working conditions. But 
it is also due to scientifically inspired public- 
health measures such as better sanitation 
and mass vaccination against infectious dis- 
eases, together with the widespread use of 
antibiotics against many of those diseases 
that vaccination has failed to prevent. 

And yet Stephen might also be aston- 
ished by the range of ailments which now af- 
flict mankind. Despite living longer, modern 
man seems to have more dis- 





eases than his ancestors. Partly, 
again, this is a matter of better 
science. Doctors have teased 








Heart transplants 


1967 
| 1977 Extermination of smallpox 


Health and efficiency 

Medical milestones 

Date Discovery or event Discoverer or instigator 
1628 Circulation of the blood William Harvey 

1796 Vaccination Edward Jenner 

1846 Anaesthetics William Morton 

1862 Germ theory of disease Louis Pasteur 

1897 Aspirin Felix Hoffmann 

1921 Insulin Frederick Baintry/Charles Best 
1939 Antibiotics Howard Florey/Ernst Chain 
1953 Structure of DNA James Watson/Francis Crick 


Christiaan Barnard 
World Health Organisation 


apart, and then named (often 
after themselves), syndromes 
| that their predecessors would 
simply have lumped together 
as, for example, consumption. 
Partly, however, it is be- 
cause modern people (at least, 
those fortunate enough to live 
in rich countries) do suffer dif- 
ferent diseases from those 
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prevalent a millennium ago. In mediev, 
times the killer afflictions, battening on bi 
dies often weakened by malnutrition, we 
mainly infectious: typhus, measles, lepros 
and malaria (plus, for centuries, well into tł 
modern era, recurrent attacks of plague). 1 
the end of the 20th century, the mai 
scourges of Europe and America are chron 
conditions such as atherosclerosis, obesit 
Alzheimer’s disease, diabetes and arthrit 
Illness nowadays is still nasty and brutis 
but it is no longer as short as it used to t 
And patients from the uth century mig 
also be surprised to see how their 2oth-ce 
tury counterparts turn to medicine to de: 
notjust with sickness, but with inconvenie 
aspects of normal life such as low mood, se 
ual impotence and unshapely anatomy. 

Indeed, Stephen would find the humi 
body much changed since his day. Medici 
has added a few new pieces in the past 
years—cardiac pacemakers and silico 
breast implants, for example. But over t 
centuries it has uncovered many more. H 
man dissection was frowned upon in Isla 
ic and early-medieval European medicii 
sodoctors in the early part of the millennit 
had to make do with the texts of anci¢ 
Greek practitioners, such as Galen, and th 
own handiwork on animals. 

They would not have known the rı 
structure of some body parts, such as the | 
er(which was thought to have five lobes, li 
a dog's, not the actual three), or indeed t 
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existence of many hidden tissues, such as the 
fallopian tubes, which were first described 
during the Renaissance, by Gabriello Fallo- 
pio. But thanks to such new-fangled instru- 
ments as the microscope (developed by An- 
toni van Leeuwenhoek in the 17th century), 
the endoscope (a 19th-century invention) 
and x-rays (discovered by Wilhelm Röntgen 
in 1895), and now to such 2oth-century tools 
jas lasers, ultrasound, computerised axial to- 
smography (cat) and magnetic-resonance 
‘imaging (mri), the body's anatomy has little 
left in the way of mystery. 
The same cannot be said of its chemistry. 
More than $55 billion a year is spent on medi- 
ical research, and most of it is aimed at under- 
standing the biochemistry of living cells. A 
illennium ago, doctors thought that good 
Bait depended on the harmony of four 
ily humours—phlegm, bile, choler and 
®lood—whose imbalance could be read in 
ihe urine, and redressed by bleeding, sear- 
fang, draining and purging. 
Today, disease is seen as a malfunction 
of molecules—genes not encoding what 
they should, biochemicals not meeting the 
sorrect partner, viruses hijacking cells’ ma- 
chinery and soon. Modern medicine has de- 
wised a complex system of diagnosis and 
treatment based on this molecular model of 
ithe body, just as the medicine of the first mil- 
mennium had done with its humours. But al- 
hough this isclearly on the right track, much 
of the body’s biochemistry remains mysteri- 
us, and in the cases of many drugs, doctors 
Brave little more idea of how they work than 
medieval herbalist would have had of how 
nis tinctures and decoctions did. 


arger than life 


Much private uncertainty does not, however, 
Balter the air of omniscience frequent among 
|. and modern doctors alike. And 
ough the science of medicine has changed 
reyond recognition in the past millennium, 
Ets organisation has not. 
In 999, organised medicine in Europe 
vas essentially restricted to monasteries and 
»walaces. But within two centuries it had 
anned out through the cities and towns of 
he continent. The medical order of prece- 
lence was quite clear: physicians at the 
dead, surgeons in the middle, apothecaries, 
barbers and the rest tagging along behind. 
~Xelations were often as strained between the 
ranks as they are today: the turf wars which 
now break out between, say, general practi- 
tioners and pharmacists over the authority 
o prescribe would seem familiar to those 
rom an earlier age. 

In the past 150 years there has been one 
rotable change: surgeons have seen their 
srofession rise to the top of the medical hier- 

archy. Patients have learned to put their faith 
n the surgeon’s knife, a fate which medieval 
ufferers shunned as a last resort. Stephen's 
inspeakable horrors with his surgeons, for 
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example, would be a little less traumatic to- 
day thanks to anaesthesia, analgesia and 
antisepsis, all marvels of the 19th century. He 
might find it interesting to note, however, 
that moder surgeons often lament the de- 
cline of their craft. New drugs, and amore so- 
phisticated understanding of the processes 
of diseases such as cancer, make the surge- 
on’s creed, “when in doubt, cut it out”, seem 
as crude a way of dealing with illness as it 
was a millennium ago. 

Then, as now, medicine was a profitable 
profession. Around 1400, a physician with 
the good fortune to work for some lord could 
eam up to£40a year (around eight years’ pay 
for a common labourer) and receive costly 
gifts on top. Those in the service of royalty 
did even better. The English king paid his 
doctors up to £140a year,and showered hon- 
ours and gifts, even sizeable estates, on them. 
A course of treatment might cost a middle- 
class patient up to £2. Then as now, says Car- 
ole Rawcliffe, a medical historian at the Uni- 
versity of East Anglia, satirists jeered at the 
fat-cat salaries of doctors. Then as now, pa- 
tients used to sue their doctors for malprac- 
tice. And patients often won—in some cases 
substantial awards of more than £10. These 
penalties provided some means of hitting 
the unqualified, incompetent or downright 
fraudulent at a time when the guilds that li- 
censed them were yet to win real authority. 

Such tangles between doctor and patient 
put strain on their relationship. An early me- 
dieval physician could well appreciate the 
desire of his 20th-century counterpart to 
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Your health in their hands 








cover his own back and insist that patients 
sign lengthy consent documents before he 
lays a finger on them; 14th-century surgeons 
used to bring patients’ relatives before the 
civic authorities to do the same. 

On the whole, however, doctor and pa- 
tient got along amicably as equally impotent 
allies in the battle against disease. Much of 
medieval medicine was about prevention, 
with physicians and laymen working to- 
gether to improve diet, strengthen the body 
and avoid stress. Patients alive then used to 
lap up their regimina sanitatis, healthy-liv- 
ing guides, with much the same enthusiasm 
that modern ones have for medical informa- 
tion on the Internet. Indeed, it is ironic that 
after a century of high-tech therapeutic 
medicine, such preventative measures are 
back in fashion in western health care. At the 
last turn of the millennium, doctors used an 
ounce of prevention because there was no 
pound of cure available; these days, cures 
cost many millions of pounds (or dollars) 
and health-care systems turn to prevention 
because they are struggling to afford any- 
thingelse. 

As Roy Porter, a medical historian at the 
Wellcome Trust in London, points out, per- 
haps the most startling development in the 
past millennium of medicine is the transfor- 
mation of a cottage industry into a multinat- 
ional, $2 trillion business. At the beginning of 
the passing millennium, hospitals were 
small, church-run institutions that sheltered 
the sick, the poor and, above all, the dying. 
Today they are gleaming cathedrals full of 
expensive equipment and heavily insured 
patients. Around 1300, the drug industry 
consisted of individual apothecaries and a 
hodge-podge of herbal, mineral and animal- 
derived compounds; today, the world’s $300 
billion pharmaceutical industry turns out 
thousands of different drugs. In the early 
centuries of this millennium, governments 
steered clear of medicine. It took extraordi- 
nary events, such as the Black Death, to drag 
municipal authorities into action. Today, it is 
hard to keep the state out of medicine, espe- 
cially in Europe, where itco-ordinates public 
health and controls access to medical care. 

In one respect, seventh-century Stephen 
would find the world of medicine today not 
greatly changed. Now as then, medical care 
is not equitably distributed. While the West 
has flourished in the past century of techno- 
logical achievement, much of the world’s 
population dies from the same old scourges 
of malaria, tuberculosis and malnutrition 
that killed it 1,000 years ago. In one odd way, 
inequity has even grown worse. The rich 
have always bought more care, but that has 
not always meant better health: in the past, 
treatment was often aggressive, and might 
be a killer itself. Today, disease and medicine 
alike have a great respect for wealth. It will be 
the next millennium’s task to cure that. 

= x = a 
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The tale of Murasaki Shikibu 


The modern novel was born at the imperial court of Japan 


LMOST exactly 1,000 years ago, a young 
woman in a small town in Japan began 
to write the story of an imagined prince who 
had just about everything—brains, looks, 
charm, artistic talent and the love of well- 
born ladies. He was Genji, “the shining one”, 
so dear to his father, the emperor, that the lat- 
ter reduced his rank to that of a commoner, 
to spare him the malice at court. 

Born in the first chapter of “The Tale of 
Genji”, the prince reinvents himself as the 
most powerful commoner in the kingdom. 
When last seen, by now aged 52, he is plan- 
ning to seclude himself in a mountain tem- 
ple. Further chapters concern his supposed 
son Kaoru, troubled to find out that his 
adored father is not his natural father at all. 

Today, “The Tale of Genji” is acknow- 
ledged as the world’s first modern novel, and 
its writer, Murasaki Shikibu, not just as a pio- 
neer but as one of enormous talent, not least 
in her use of irony. This long book is peopled 
by dozens of well-wrought characters, so- 
phisticated figures in an aristocratic society 
that values celebrity and ambition. It has of- 
ten been compared to Proust’s “Remem- 
brance of Things Past”. Both works “explore 
memory and passing time. The psychology 
of the characters is complex; the central dra- 
mais their internal conflict,” says Haruo Shi- 
rane, professor of Japanese literature at Co- 
lumbia University, in New York. 

Murasaki’s characters and their setting 
reflect the reality around her. Genji’s seduc- 
tion of court women is also political oppor- 
tunism. He fathers at least one emperor and 
an empress. In the late Heian era (893-1185), 
when the book isset, the ruling Fujiwara clan 
of upper-class commoners (to which Mura- 
saki belonged) would send their daughters 
tocourt at Kyoto, hoping that one would give 
birth to a crown prince and ensure their con- 
trol of the imperial power. 

Little is certain about Murasaki Shikibu. 
The name itself is a pen-name. She may have 
lived from around 975 to 1025. Until her mar- 
riage she perhaps lived in the province on 
the Japan Sea where her bureaucrat father 
had been appointed governor. She married 
probably in 998; had a daughter; was wid- 
owed in about 1001; and probably then be- 
gan “Genji”. She kept a diary, which reports 
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her arrival at court—thanks to both her con- 
nections and her talent—in 1005 or 1006. 

There, in Kyoto, an attendant to Empress 
Akiko, she was Lady Murasaki, “pretty yet 
shy, unsociable, fond of old tales”, as her dia- 
ry puts it. Everyone wanted to read the story 
of Genji. The young empress was the first to 
see the work-in-progress, which Murasaki 
did not complete until about 1019. 

She wrote the novel in her own hand; 
court amanuenses copied it as she went 
along. Ladies-in-waiting and courtiers 
sought it out, even stealing unrevised pages 
from her room. Although Murasaki read 
Chinese, and indeed instructed Akiko in its 
ideograms, she wrote her book in the Japa- 
nese phonetic kana syllabary. That was one 
reason for its appeal. Educated men studied 
Chinese; few women did. 

“The Tale of Genji” soon became essen- 
tial reading for the upper class. In the late 
12th century, digests of it were required read- 
ing for poets. At last, in the 17th century, 
when the printing press came to Japan, the 
book was available to the masses. Murasaki’s 
style became the Japanese model for writing, 
if not for morality: her hero’s active sex life, 
and the luxury of the ancient court, as she 
represents it, were deplored as decadent by 
Japanese purists into the zoth century. 

In Japan today, “The Tale of Genji” is as 
natural to the culture as Mount Fuji and the 
cherry-blossom season. High schools teach 
sections of the ancient text, in its classical 
Japanese, to prepare pupils for university en- 
trance. Novelists challenge themselves by 
writing modem translations. The most re- 
cent, by a Buddhist nun, 76-year-old Jaku- 
cho Setouchi,came outin ten volumes, the fi- 
nal one in 1998. Between them, they have 
sold over 2m copies. Other well-read mod- 
ern versions by Akiko Yosano, a poet, and by 
two novelists, Junichiro Tanizaki and Fumi- 
ko Enchi (who supposedly lost her eyesight 
working on “Genji”), also are in print. 

Spin-offs from the book, serious and less 
so, are legion. A CD-Rom about it has sold 
15,000 copies. Internet websites abound, 
most created by academics. Several films 
have been drawn from it. The late 1980s 
broughta successful pop group calling them- 
selves Hikaru Genji—Shining Genji. An ani- 



























































































































Genji, through 19th-century eyes 


mated Genji film came out in 1987, followi 
a television series. A Tale of Genji museu 
opened in Uji, near Kyoto, in 1998. In its fi 
eight months it had 120,000 visitors, mos’ 
middle-aged or ‘elderly women. This ye 
the last part of Saeko Ichinohe’s three-pi 
dance “The Tale of Genji” was premiered 
New York’s Lincoln Centre. 

Modern translations of the novel ha 
been published in Chinese, German, Freni 
Italian and English. Arthur Waley, a Brit 
scholar also known for his translations 
Chinese literature, published his versi 
from 1925 to 1933. It was his limpid prose tl 
‘brought “Genji” to western readers, as tF 
re-examined Japanese culture after the s 
ond world war. An American author-trai 
lator, Edward Seidensticker, produced a fi 
er translation in 1976, using a matter-of-f 
voice akin to Murasaki’s own. His is the p 
ferred version in the United States today. 
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Theatre 


First night at the Globe 


HE eight-year-old English boy wrote 

home from his boarding school. He'd 
eard a brilliant piece of music by a man 
called, well, he wasn’t sure how to spell it, but 
something like m-o-z-a-1-t. Could he—or 
@even a little Austrian, or Russian, or Indone- 
'sian—have written that he’d seen a play by 
‘someone called s-h-a-k-e-s-p-e-a-r-e? 

It's impossible now to unknow Shake- 
aaa The words are quotations, the plays 
ino longer plays but interpretations of plays. 

“The playwright himself has become a sort of 
one-man band, with a cacophony of instru- 
iments strapped on all over him: academia 
won his back, a drum thumping with confer- 
Wences and careers; the theatre on his shoul- 
waders, bristling with logos and sponsorship 
„sand more careers; business bursting from his 
pockets, spilling heritage enterprises, mugs 
_,and t-shirts, the whole monstrous spectacle 
shimmering with 400 years of reputation. 

Shakespeare was no sooner dead than 

his fellow playwright Ben Jonson hailed him 

as “not of an age, but for all time”. In the 18th 
century he became the National Poet; in the 
19th, a secular saint; in the 2oth, political 
radicals and liberal humanists alike have 
“claimed him for themselves. Continental 

Europe and Russia joined in, from the late 

18th century onwards. True, Voltaire had 
called Shakespeare a barbarian for neglect- 
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ing the rules of neo-classical dramaturgy up- 
held by Corneille and Racine (whose plays, 
besides, were performed across Europe, as 
Shakespeare’s, then, were not). But it was just 
his roughness, as it was deemed, that excited 
the Romantics’ imagination, seeming to cap- 
ture the very spirit of rebellion. 

Yet the man (given that he wasn’t really 

















Shakespeare! s wooden O 


the Earl of Oxford, or Francis Bacon, or, as an 
English wit once conclusively proved, 
Queen Victoria) was a man of the theatre, 
and of his time and place. How did his plays 
and the theatre seem there and then? Per- 
haps because of the centuries’ accretions 
round his name, people have long desired to 
go back to the beginning and look. 

In the quest for that past, the Globe the- 
atre,on the bank of London’s Thames, casts a 
potent spell. Perhaps within that magic cir- 
cle, that wooden O, Shakespeare's ghost can 
be conjured up? One scholar reckons that 
over the past 200 years there have been at 
least 20 reconstructions of open-air Elizabe- 
than theatres. Certainly the most recent, the 
new Globe, sited almost where the old one 
was, brings a catch at the heart. We know the 
structure is only a well-informed guess, but it 
has the feeling of authenticity. 

And the audience? We can imagine 
them, paying their pennies to stand or sit in 
different parts of the house; hissing or clap- 
ping, heckling or laughing, eating and smok- 
ing. We can imagine the actors too, standing 
on that “long, rude tongue” of a stage, as 
someone once called it, thrust out into the 
middle of the audience, terrifyingly but ex- 
hilaratingly exposed. At the new Globe, we 
can witness it. Yet we cannot be with Shake- 
speare’s audience or actors. We bring our 
2oth-century minds, watching ourselves 
having an Elizabethan experience. 

A surer way, paradoxically, may be to re- 
cognise the very distance between ourselves 
and him. In an intriguing new book, “Shake- 
speare’s Mystery Play; the Opening of the 
Globe Theatre 1599”, Steve Sohmer follows a 
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trail that takes him, he believes, to the very 
opening play and day of the newly built the- 
atre: “Julius Caesar”, on June 12th 1599. He 
does it by an arcane route: the 16th-century 
controversy over the Julian and the Gregori- 
an calendars, astronomy, astrology, Biblical 
scholarship and classical allusion. 

That June 12th, it seems, was a loaded 
date: June 12th it was, according to the faulty 
Julian calendar then still used in England, 
but the summer solstice, according to the 
sun. Thereby hangs an elaborate tale, in a 
world where a date was not just a date, but a 
rendezvous with the planets; where the 
planets ordered the pattern of the Christian 
year; where that year, with its succession of 
holy days and scriptural texts, was a form of 
divine revelation; and where Christian reve- 
lation was made manifest anywhere in his- 
tory—for example, in the pre-Christian his- 
tory of “Julius Caesar”. 

There are times when Shakespeare 
emerges from all this more ingenious and re- 
condite than one can quite believe. Yet Mr 
Sohmer persuasively evokes an intellectual 
atmosphere where history is criss-crossed 
with anachronism, antiquity and Christian- 
ity seeming almost to occupy the same time, 
like the togas and doublets side by side in a 
contemporary illustration of “Titus Andron- 
icus”, or the mixture of thatch and trompe 
Voeil marbling in the Globe itself. The many 
references in “Julius Caesar” to dates and 
hours and calendars begin to resonate, as it 
were, to the church bells of Southwark clang- 
ing through those afternoon performances 
400 years ago. And even if the Globe did not 
open on June 12th, nor with “Julius Caesar’, 
the first solid information we have of a per- 
formance there brings us pretty close. Thom- 
as Platter, a Swiss visitor to London in 1599, 
noted that 


on September zist after lunch, about two o'clock, | 
and my party crossed the water and there in the 
house with the thatched roof witnessed an excel- 
lent performance of the tragedy of the first Emper- 
or Julius Caesar. ` 

EE a 





Western classical music 


The Eroica 





HEY came for a concert. They witnessed 

a revolution. They could not have fore- 
seen it, or have realised it even afterwards, 
those elegant guests who assembled at 
Prince Lobkowitz’s Vienna palace on a bitter 
December night in 1804 for the premiere of a 
new symphony by the wild and woolly Lud- 
wig van Beethoven. Of course, many in the 
nervously expectant throng must have mut- 
tered, the man was a peerless pianist; butas a 
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composer he sadly lacked the sense of pro- 
portion of “papa” Joseph Haydn or the late 
lamented Wolfgang Amadeus Mozart. Still, 
perhaps the 34-year-old iconoclast was 
starting to mellow at last. 

He was not. Wham, wham. With the two 
opening chords of his symphony number 
three in E flat major, the “Eroica”, Beethoven 
thrust aside the old classical order, with its 
precise rules, and opened the door to the glo- 
rious excess of the romantic era. If ever there 
was a moment that changed music, at least 
western music, then this was it; more than 
the first hearing of Wagner’s “Tristan und 
Isolde” in 1865, more than the notorious pre- 
miere of Stravinsky’s “Sacre du Printemps” 
in 1913. It was Beethoven, and above all the 
“Eroica”, that made the rest possible. 

That may seem too tall a claim. After all, 
while the sound, fury and inordinate length 
of the “Eroica” were shockingly new, Beetho- 
ven, by and large, still stuck to established 
symphonic form. And Mozart had been no 
mere spinner of elegant notes, no practition- 
er of art for art’s sake; hé often cheerfully 
flouted classical convention. True, but with 
Beethoven as never before individual hu- 
man aspirations, fears and passion are cen- 
tral to the music, threatening to overwhelm 
its structure, albeit never (well, hardly ever) 
doing so. As George Bernard Shaw put it, in 
his single-minded determination to express 
his own moods Beethoven “anticipated 
with revolutionary courage and frankness 
all the moods of the rising generations of the 
19th century.” And, one might add, those of 
the dying 2oth century too. ~ 

How did it happen, the “Eroica”, that 
bolt from the blue? Beethoven’s first two 
symphonies have their oddities as well as 
beauties, but nothing that really hints at the 


. monster coming next. Did Beethoven's i 








creasing involvement with the stage, inclu 
ing his music for the ballet “Prometheus”, i 
cline him more to building drama in 
“pure” music? Did Napoleon provide t 
stimulus, as numberless accounts have sin 
claimed? Beethoven initially admired t 
Frenchman as (like himself) a democra 
revolutionary, and on the title page of t 
“Eroica” wrote “Grand symphony entitl 
Bonaparte”. He tore the dedication out af 
Napoleon proclaimed himself emperor. E 
the connection can be carried too far. “T 
No. Is-a not Napoleon,” screamed an exi 
perated Toscanini, rehearsing the first mov 
ment; “Is-a allegro con brio.” Does the | 
creasing deafness that afflicted Beethov 
from 1802 offer the key? We know he cai 
close to suicide; he wrote later that “nothi 
but my art held my hand.” It was the n 
ment, surely, to compose something ve 
special. Is the hero of the “Eroica” not Nat 
leon but Beethoven. himself? Both m 
maybe? Or all who triumph over adversit 

Perhaps all these elements combined 
produce the critical mass from which ` 
symphony erupted. We cannot know. ` 
can only hear the results. 





Chess 


The Automaton 





ID the game ever take place? Let uss 
pose so. The year is 1809 and Napoli 
is on campaign—not at war, but chess. / 
his adversary is nota man but a machine. 
Napoleon attacks early, rushing out 
queen. The Automaton defends ea: 
threatening to capture it. Already Napol 
isin retreat. A bad loser at anything, he is 4 
bly annoyed. He tries to confuse the 1 
chine with an illegal move. In one version 
even covers its head with a shawl, tl 
places a huge magnet on the board. In v 
the Automaton wins. Napoleon storms o 
The Automaton, or “the Turk”, fron 
likeness to a figure dressed as such, certa 
did exist. Built by a Hungarian baron, V 
gang von Kempelen, in 1769 it was preser 
to Maria Theresa at the court of Vier 
where it challenged all comers. Here was 
first chess computer. Not quite. Even 
Kempelen admitted it relied on a few tri 
For a start, there was space for a good cl 
player to be hidden inside. 

Still, the machine was toured round 
rope, and drew crowds after von Kempel 
death in 1804. An English scholar, Ro 
Willis, studied its exhibitions in London, 
in 1820 published a paper accurately desc 
ing its workings. The noisy gear-wheels v 
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A portrait of the artist 


NCE upon a time—for the first 450 
years or so of our millennium—the 
western artist was essentially an illustra- 
tor, often anonymous, and mainly of 
scriptural or saintly texts... > 


> 


celli’s Flora 
e 





A Then, as ideas expanded, so did his 
scope. But for 350-odd years, he remained, 
mostly, a client of wealthy patrons. 

Vv Only since about 1800 has he been 
freed to become... 


..-what he always longed to be: a self- 
expressing Ego. 


THE ECONOMIST DECEMBER JIST 1999 








1959 


Ph. Halsman’s Marilyn Monroe 


A By then—mercifully, in some fogeys’ 
view—science was getting ready to invent 
the camera. 

His notion (artists were indeed nearly 
all men) of the ideal woman has also 
changed a bit, hasn't it? 


there just to conceal the sound of the man in- 

side. Willis established a principle that was 

to hold good for a century and a half: 
Itcannot usurpand exercise the faculties of the hu 
man mind, it cannot vary its Operations so as to 
meet the ever-varying circumstances of a game of 
chess. This is the province of the intellect alone. 

When the machine went to America in 
the 1830s, Edgar Allan Poe won praise for 
speculating how it really worked, his analy- 
sis shamelessly lifted from Willis’s pam- 
phlet. By then, it was easy to mock at a public 
naive enough to be taken in. The limitations 
of machines were now widely understood. 
A reasoning chess automaton? Absurd, 
without a human at the controls. 

For a century, yes indeed. Then Alan Tu- 
ring, a British cryptologist, began work on a 
primitive chess computer. Yet the idea of one 
beating a serious player still seemed a pipe- 
dream. Even in the early 1980s, when chess 
computers first reached the shops, they 
played so poorly that the chess world 
laughed off predictions that they would one 
day compete at master level. 

Ridiculed, the geeks went back to their 
programming. The machines were taught to 
be less greedy. Early ones could not resist ac- 
cepting a sacrifice (a piece offered to win 
some greater gain), even if that meantinstant 
disaster. Now they learned to abstain. They 
learned to handle strategic, rather than pure- 
ly tactical, concepts. Meanwhile, leaps in 
processing power enabled them to number- 
crunch as never before. By the early 1990s 
even a basic chess computer could spot a 
checkmate three moves ahead faster than 
any human. In “lightning” chess, played at 
speed, machines became invincible. 

February 10th 1996 was a fateful day for 
the now worldwide game invented in India 
and brought to the West via Persia and the 
Arabs a bit before our millennium began. Its 
great names surely turned in their graves: 
16th-century Ruy Lopez in Spain (there is still 
a chess opening named after him); Philidor, 
two centuries later, the great French analyst; 
Staunton, the Victorian Englishman who 
gave his name to the standard design of 
chess pieces; Morphy, the American, who 
taught the masters not to rush into the attack 
as Napoleon had; theorists such as Steinitz or 
the Russians Nimzowitch, Alekhine and Bot- 
vinnik, who brought chess to the complexity 
it has now. Well such men might turn. On 
that day in 1996, Garry Kasparov, another 
Russian, the world champion, lost a normal 
game (and in 1997 a six-game match) to Deep 
Blue, an 1sm-sponsored machine. 

In 1999, at a tournament in Germany, an 
unknown amateur won game after game, 
even against masters. Spectators marvelled. 
Then he was rumbled: he was playing moves 
suggested by a computer, via an ear-piece. 
Von Kempelen’s trick, in reverse: the Auto- 
maton and the geeks had had the last laugh. 
5 
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The cinema 


Hollywood premieres 


AN to think it might have been Brighton. 
Movies and Hollywood have become 
so synonymous that it is tempting to believe 
ithad to beso. No. Well before outsiders from 
America’s east coast lit upon Hollywood as a 
suitable base, a film industry was flourishing 
in Britain, in Sussex by the sea. 

James Williamson set it up, churning out 
jolly little crowd-pleasers with such titles as 
“Two Naughty Boys Upsetting the Spoons”. 
In 1900, two rivals, George Smith and Charles 
Urban, inventor of a colour system, Kinema- 
color, joined forces and also set up in Brigh- 
ton. Till not long ago, one could still see the 
warehouse, its roof emblazoned with the 
word Kinemacolor, where they filmed such 
epics as “Mother Goose Nursery Rhymes”. 

But the Brighton school lacked stamina. 
By 1909, it was gone. Stamina its American ri- 
vals had aplenty. But Hollywood was not 
their first choice. The industry was born in 
the east, where companies such as Vitagraph 
set up soon after 1900. Another such, Ameri- 
can Mutoscope and Biograph, developed a 
cine-camera, to the grief of Thomas Edison, 
who had patented one. Courts ruled that no 
patent had been infringed. So Edison linked 
with Biograph and eight other companies, 
which pooled their patents, setting up the 
Motion Picture Patents Company in 1908. 


Each member had a licence to make films, 
using any member’s equipment. Exhibitors 
paid $2 a week to rent films and use projec- 
tors from members. But if they showed films 
made by outsiders, the projectors were re- 
possessed and the supply of films cut off. In 
plain English, a suppliers’ cartel. It became a 
worse one when Eastman Kodak, the biggest 
supplier of film stock, agreed to sell only to 
cartel members. Many competitors were dri- 
ven out of business. But the strongest sur- 
vived, including Carl Laemmle and William 
Fox, founders of what were to become Uni- 
versal and 20th Century Fox. 

New York, where many of the trust's foes 
operated, was riskily near it. Canada was far 
to the north, Mexico too far south. Searching 
for a safer bolt-hole, they came upon a sub- 
urb of Los Angeles: Hollywood. It offered a 
stable climate, 350 sunny days a year, and 
had only a few hundred inhabitants. The 
movie makers could settle there and, they 
hoped, hardly be noticed. If lookouts hol- 
lered “the trust is coming”, even the cars of 
the time could manage a dash to the Mexi- 
can border. The Selig company moved west 
from Chicago in 1907, Mack Sennett’s Key- 
stone company in 1911. Others followed. By 
1918, four-fifths of the film-making capacity 
of the world had relocated to Hollywood. 


Angelenos disapproved, seeing thei 
suburb infected by these new vulgarian 
Locals took steps to make movie folk feel a 
unwanted as Jews (which many were) an 
negroes. They were excluded from countr 
clubs and as late as 1918 were refused tenar 
cies in the ritzy Garden Court Apartment 
But in the end snobbery yielded to the tru 
American value, success. Success? It’s tk 
box-office gross, stupid. The mogul David ( 
Selznick is a Hollywood legend because h 
“Gone with the Wind” was, for a quarter of 
century, the highest-grossing film ever mad 
World-beaters since then have include 
“Jaws”, “Star Wars”, “er” and the curret 
champ, “Titanic”. Hollywood knows a goo 
movie when it sees one:one that may make 
star, but must make somebody’s fortune. 

Hollywood in less than a century hi 
grown from a toffee-nosed village to a tow 
as famous as New York, Rome or Paris. Ar 
physically, of course, it has changed beyor 
recognition: a century ago, you would wa 
through orange groves to the village store. Y 
in a way it is still a village—small-minde 
with narrow boundaries, justa little bitoft 
For all who live and work in it, there is o1 
topic of conversation—movies: how mut 
they have made, whoconcerned is knifing 
sleeping with whom, who is “attached” 
which project. Those who have been su 
cessful often try to get away: to work the: 
but live somewhere else. Yet it is still the o 
place in the world to which almost everyo1 
whois anyone in show-business (and plen 
who aren't) eventually gravitates. 














... and 1,000 years 
of architecture 


“Form follows function,” said Louis Sullivan, 
an American skyscraper architect, in 1896. Not 
always. But look left: love defies death. And 
right: the triumph of engineering. And above: 
the igloo, a design (an outsize example, this) 
unaltered in 1,000 years, because it works. 
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HEN your friends start 

looking for proofs of your 
existence, you're heading for trou- 
ble. That was God's situation as 
the millennium got into its stride. 

Few ordinary folk, though 
they had differentnames for him, 
doubted the reality of God. He 
was up there somewhere (up, not 
down; in his long career, no one 
ever located him on the seabed), 
always had been, always would 
be. Yet not quite so far up, in the 
churches and monasteries of Eu- 
rope, many of its cleverest men 
would soon be racking their 
brains for ways of proving it. 

Anselm, for instance, and 
others centuries later, such as 
Descartes, reckoned if you could 
think of God, then there must bea 
God to think of. Thomas Aquinas 
saw everything in motion, so 
there must be someone to give the 
first push. Others felt that a uni- 
verse so elegantly designed as 
ours plainly must have adesigner. 
And soon, and ingeniously on. 

Yet why bother with proof, if 
everyone knew it anyway? One, 
because great brains are like that; 
two, because not everyone did. 
Out there were the gentiles, Sara- 
cens and such. But did not they 
too say, “There is no God but 
God”? Yes, but they didn’t mean 
what good Christians meant. 
They must be taught better. And 
there God’s troubles began. 

They were largely his own 
fault. Like many great personalities, he had countless admirers 
who detested each other—and he let them doso. For one of infinite 
knowledge, he was strangely careless how he spread what bits of it 
to whom. To some he dictated the Bible; to Muhammad the Koran. 
He was much concerned with the diet of Jews. He let Hindus paint 
him as what, to others, looked like a blue-faced flute-player with 
an interest in dairy-farming. Each set of believers had its version of 
what he was like and what he had said. No wonder cynics began to 
hint that, if believers differed so widely, belief might be a mistake. 

The believers then made things worse. For soon it was not sets 
but sub-sets. Christians nationalised God, as Jews had long since, 
like some coal mine. He’s on our side, the English told the French. 
No, ours, Joan of Arc hit back. Next, the Reformers privatised him: 
unser Gott, fine, yet not the king’s or the church’s, but each man’s 
own. From this umpteen versions of what “he” might amount to, 
or think, were apt to spring, and did. Close kin could disagree. As 
late as 1829, a bishop warned Britain’s House of Lords of divine ret- 
ribution if it granted civic rights to Jews; happily, their lordships, 
aware that stupidity thrived in God’s house as in their own, took 
the risk. In the 1840s American Methodism split, north against 
south, arguing whether his word condemned slavery or justified it. 

Nor did the rivals seem even to believe their own versions. The 
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After a lengthy career, the Almighty 
recently passed into history. Or did he? 


Christians turned not cheeks but 
swords against Muslims, Jews 
and each other. Muslims, while 
averring that “in religion there is 
no compulsion”, did the like to 
them and to Hindus, and put to 
death apostates from Islam. For 
centuries, such rivalries led to tor- 
rents of blood. Was this a good 
God at work? Tantum religio po- 
tuit suadere malorum, the Ro- 
man poet Lucretius had written: 
that’s where superstition leads, It 
was no disproof of clerical logic, 
but it was a reasonable point. 

And in time reason began to 
take a hand. God, OK, but less 
mumbo-jumbo, said a platoon of 
English “deists” in the early 18th 
century; we can reach him with- 
out revelation, let alone incense. 
This was a risky step, as French 
and German thinkers were soon 
to prove. If human reason was so 
powerful, did man need God? 
No, said Enlightened men like Di- 
derot (to be silenced, but not con- 
vinced, when the mathematician 
Euler told him “a + b” over n =x, 
donc Dieu existe”). The French 
revolution buried God, albeit Na- 
poleon soon dug him out. 

Darwin did not help, blowing 
apart the first book of the Bible. 
Nor did critical 19th-century Ger- 
man micro-examination of what 
was left. Still less did men like 
Marx, who saw the close links be- 
tween the ruling class and the rul- 
ing churches, and was eager to 
blow up both;come the 2oth century, the Soviet Union did so, liter- 
ally. Religion was the opium of the people, give them the adrenalin 
of communism instead. God was dead, as Nietzsche had an- 
nounced; and even if the superman Nietzsche envisaged to re- 
place him somehow never got born, communist man could doit. 

Trouble was, communist man didn’t; the people did not agree; 
and the corpse just wouldn't lie down. He popped upin the oddest 
places. “You don’t find many atheists in a landing-craft heading 
for Normandy,” recorded a padre aboard one such in June 1944; 
even though the Almighty was about to let many of their joint 
flock be turned into fish-food. A French journalist, no less, was 
ready in the 1960s with the best possible evidence, if it was true: a 
book entitled “God exists, I have met him”. (Or could it have been 
“her”, aseven the current pope was heard to hint recently?) 

And this was in the cynical, questioning, anti-authoritarian | 
West. Ever fewer westerners share the church’s—or the syna- 
gogue’s—beliefs, and far fewer still attend their services. Yet out- 
side the rarefied world of thinkers, remarkably few deny the pos- 
sibility of a supreme being; less than 10% of Americans. In Muslim 
and Hindu societies, the thought is barely heard. 

The test will come on Judgment Day, when man, we are told, 
will meet his maker. Or will it be God meeting his? 
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A thousand years of con-tricks 


And us suckers who swallowed them 


OX thing has not noticeably changed 
since 999. Throughout the millennium, 
tricksters have found an ample supply of 
suckers. Indeed, the growth of population 
has turned the saying “there’s one born every 
minute” into one of the few things that they 
haven't got up to, an understatement. 

The millennium began with a brilliant 
feat of creative marketing. A Northman 
known as Erik the Red had discovered an At- 
lantic island almost entirely covered 
by snow and ice. Hand on heart, like 
any estate agent, he described it as a 
desirable residence with all mod. 
cons, including fertile farmland and 
a mild climate. A con it was. Num- 
bers of people were beguiled intogo- 
ing there to set up a colony. It did not 
last. Erik’s fertile prose did. You will 
find the island in any atlas, named 
as he named it: Greenland. 

Meanwhile, other Northmen, 
who had seized the part of France 
thereafter called Normandy, were 
taking a crash course in French. This 
enabled them, when their local 
duke, one William, led them across 
the Channel in 1066, to claim that they were 
bringing European civilisation to the be- 
nighted Angles and Saxons. Wrapping this 
cover story around their land-grab, they 
fooled many of the natives into regarding 
“Norman blood” as a sign of aristocratic su- 
periority, and a licence to exploit those 
whose land it actually was and who actually 
worked it. 

By 1100, the campaigns known as the 
Crusades had been begun by an assortment 
of European warriors, urged on by popes 
who readily handed out “indulgences”, 
promises that a holy warrior would be all 
right in the next world, however black his 
sins in this one. Soon some Vatican official 
saw that indulgences could be a nice little 
eamer, if they could be sold. So sold they 
were. To get one, you did not need to slaugh- 
ter the paynim, Just to pay up. 

The money rolled in, for four centuries. 
In time, it would finance the building of a 
new and grander St Peter’s in Rome. Europe 
swarmed with “pardoners”—friars and oth- 
ers licensed to sell indulgences, passing the 
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money back to headquarters after taking 
their commission. Chaucer sent a pardoner 
among his pilgrims to Canterbury; a persua- 
sive rogue, of course, and plainly not one 
who felt he needed any pardon himself. Not 
until four decades and one Reformation 
after Martin Luther had denounced this 
fraud on the consumer was truth in advertis- 
ing reluctantly accepted by Rome. 
Inevitably, the discovery of the New 








president. Sellers of snake oil, gold bricks anc 
the Brooklyn Bridge owed him something. Sc 
did the men who enriched the annals of the 
White House with chapters headed Teapo 
Dome, Watergate and Iran-Contra. 

Surely, when the Age of Reason succeed 
ed the Age of Faith, there had to be a lessen 
ing of gullibility? But just look at that acme o 
Enlightenment, the 18th century. In Britair 
its early years were marked not only by Johi 
Blunt's vast financial scam called the Sout 
Sea Bubble, but also by many less remem 
bered but even more shameless promotion: 
In one such, the suckers were urged to inves 
in a scheme, derived from medieval alche 
my, to turn lead into silver. Another, reach 
ing back to the Ancient Britons, promise: 
vast profits from trading in woad. 

Near that century’s end, all Europe’s ear 
were tickled by the news from Russia of a 








World enlarged the potential for further suc- 
cessful scams. One widely successful, even 
to this day, is that it was a discovery at all, as 
if several million people had not got there al- 
ready. A second, which ran for some 300 
years, was that the said millions would bene- 
fit greatly if their souls could be assured of 
despatch to their conquerors’ version of the 
next and better world; and that, if they re- 
fused to believe this manifest truth, their bo- 
dies should be despatched there anyway. 
Columbus himself set some key prece- 
dents, at the expense of the Europeans who 
had sent him. To save his first westward voy- 
age from failure, he had to doctor his ship’s 
log, so that his near-mutinous crew never 
knew how far they had gone. And although, 
in 1492, he honestly thought he had reached 
the East Indies, it is hard to find an innocent 
explanation for his persistence, after four 
voyages and 11 years, in claiming to have 
touched “the mainland of Cathay” and been 
“within ten days’ journey of the Ganges”. He 
thus set out guidelines for Americans that 
would broaden down from precedent to 


elaborate deception practised o 
Catherine the Great by her love 
Gregory Potemkin, governor of th 
Crimea and other lands newly take 
from the Turks. War had ravage 
these areas, but when the empre: 
went to tour them in 1787, she passe 
through apparently prosperous vi 
lages which in fact were mere fi 
cades erected by Potemkin. A ne: 
phrase, “Potemkin villages”, cam 
into use as a label for almost an 
kind of pretentious fakery. 

Do we never learn? These la 
months of the millennium hav 
seen governments, institutions an 
companies paying out billions < 
dollars in hopes of saving their informatio 
systems from collapsing when 2000 dawn 
Paying out to whom? As the London Timu 
putit: 

If there were any justice, the computer indust 
should fix the millennium bug without charg 
After all, they caused it. The main financial instit 
tions in particular have been spending huge sun 
In many cases, they have rehired the very en 
neers who caused the problem... 


Mankind enters another millenniu 
laden with memories of Erik the Red, Jot 
Blunt and Ivar Kreuger, of Chaucer's Par 
oner, L. Ron Hubbard and many more; 
bloodstained slogans such as “Liberty, Fr 
ternity, Equality” and “Joy through Worl 
of prophecies such as Neville Chamberlair 
“peace for our time” and the “permanent 
high plateau” on which an eminent econ 
mist saw stock prices ten days before Wi 
Street's great crash in1929. As the new mille 
nium arrives, what con-artists with wh 
tricks await us after January ist 2000? 

Or should that read “zoor? 
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The Oxford 
Advanced 
Management 
Programme 


9 January - 5 February | 18 June ~- 15 July 2000 


Please send details of: 

The Oxford Advanced Management Programme 
Return to: 

Caroline Lomas 

Templeton College, University of Oxford 
Oxford ox1 5NY, England 

Tel +44 (0)1865 422771 Pax +44 (0865 422501 
Email amp@templeton.oxfordac.uk 
www.templeton.ox.ac.uk 


Name 


Address 


Tel 
Fax 


Email 


Presents a global overview of the 
business enterprise and its strategic 
challenges. This programme at 
Templeton provides a unique 
opportunity to stand back and pursue 
your own learning agenda, assisted by 
a world class team of individual tutors 
and in the company of some of the 
most international and high calibre 


senior executives. 





Templeton College is a graduate college established under Royal Charter within the University of Oxford 
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INTERNATIONAL CENTER FOR 
FINANCIAL ASSET MANAGEMENT AND ENGINEERING 


A unique partnership 

between the academic and 

financial Worlds 

“ he International Center for Financial Asset 


Management and Engineering is a private 
foundation created in September 1996 by 





an initial group of 21 leading partners of the finance _ 
and technology community together with three _ 


academic Institutions of the Lake Geneva Region. 


FAME is Research at the highest level: 
fundamental and applied research from a world 
financial center’s perspective... : 


FAME is Doctoral Training : 
sponsoring a top doctoral ‘program with three 
first-rate academic partners. 


FAME is Executive Education: : 

featuring the Fame Certificate, Geneva 

Executive Courses in Finance, the Online 

Investment Workshop as well as new educative 
l POER in 2000. 





tations and workshops. Graduaie stu- 
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— Week 1: Asset allocation and financial technolog 


ow. to best capitalize on a eoe : 


FAME | 

Doctoral Program 

in Finance 

Fame sponsors one of the leading doctoral 
programs in finance. It is jointly offered by 
the University of Geneva, the University 


of Lausanne and the Graduate Institute of 
International Studies. 


= Features a complete curriculum of doctoral 
courses in Finance 


m- Taught by-top international faalo í 


w Admits of-a small number of candidates 


on a highly selective basis 


m Offers research and teaching. fellowships , 
to all admitted students -` we 


o Works i in close collaboration with the Swiss 


financial community 










mastering Reuters terminals. 


Week 2: LIFFE on derivatives marketi, instrumet 


market techniques and Strategies. 


Week 3: Quantitative and macroeconomic pools 4 


financial analysis. 


Week 4: ISMA Centre on instruments, « contracts 4 4 


i _ trading simulations. 


~ Week 5: Methods of financial engineering in prac 


from i Simple forwards to advanced map: 
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International Center FAME 


40, Bd. du Pont-d’Arve 
PO Box 5543 
-1211 Genevat1 
Switzerland l 
Tel (++4122) 312 09 61 
-Fax (++4122) 312 10 26 
¿= http: /www.fame.ch 
E-mail: admin@fame.ch 





Unique Program: 
he FAME Technology Laboratory with 
O Reuters terminals, direct videoconferencing 
markets and video projections provides 
e participants with the opportunity to interact 
ith leading international academics and 
fessionals from the field. 





~ocated on a stunning lakeside campus in 
ye beautiful city of Lausanne, Switzerland. 
artial financing is available for qualifying 
cademic candidates. 
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FOR MONETARY 
AND BANKING STUDIES 


ICMB INTERNATIONAL CENTER 


2000 GENEVA EXECUTIVE COURSES 
IN FINANCE 


During the past two decades, the FAME/ICMB Geneva 
Courses have become the benchmark for executive training 
in asset allocation, risk management, forecasting and 
quantitative analysis. 


The emphasis on practical applications and our renowned 
international faculty ensure that participants build skills that 
are directly applicable to their daily work environment. 


1 M. Musiela and S. Neftci May 15-19 
PRACTICAL IMPLEMENTATION OF FORWARD LIBOR 
AND FORWARD SWAP MODELS 


Francis X. Diebold May 22 - 26 
ADVANCED METHODS FOR ESTIMATING AND 
FORECASTING VOLATILITY IN FINANCIAL MARKETS 
Yacine Ait-Sahalia July 3-7 
INTEREST-RATE MODELS: THEORY AND PRACTICAL 
APPLICATIONS 


Kevin Wilson August 21-25 
SHAREHOLDER VALUATION AND SECURITIES ANALYSIS 


5 Richard Levich August 28 - September 1 
EXCHANGE-RATE AND INTEREST-RATE ECONOMICS 
AND FORECASTING 


6 Francis X. Diebold September 4-8 
FORECASTING TECHNIQUES IN FINANCIAL MARKETS 


Stephen Schaefer September 11-15 
BOND PORTFOLIO AND INTEREST-RATE RISK MANAGEMENT 


September 18-22 


i) 


ow 


> 


-d 


8 Philippe dorion 
GLOBAL ASSET ALLOCATION 


Mike Staunton September 25 - 29 
EQUITY PORTFOLIO MANAGEMENT 


10 Paul Embrechts October 2-6 
EXTREME VALUE THEORY AND RISK MANAGEMENT 


11 René Stulz October 9-13 
INTEGRATED RISK MANAGEMENT 


o 


12 David Cox November 6-10 
IMPLEMENTING QUANTITATIVE TECHNIQUES 
FOR FINANCIAL MARKETS 

13 Didier Cossin November 13-16 
CREDIT RISK PRICING, MANAGEMENT AND 
THE USE OF CREDIT DERIVATIVES 

14 Salih Neftci November 20-24 


ADVANCED MATHEMATICS OF DERIVATIVE PRODUCTS 


Our detailed brochure will be available by February 2000. 
For more information, please contact: 

Fabienne Scagliola or Béatrice Gandolfi 

FAME/ICMB 

Av. Blanc 49, 1202 Geneva, Switzerland 

Tel:  +41-22/731 95 55 

Fax: +41-22/731 95 75 

E-mail: icomb@hei.unige.ch 

URL: _ http://heiwww.unige.ch/iemb/ 
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Charter and is one of the oldest universities in the United 

Kingdom. Its thriving External Programme was established in 
4858 to make the University of London degree accessible to students 
who can not come to London to study in the conventional way. 


Today there are 26 000 External students in some 150 countries 
worldwide. For many students, the External Programme has given 
them the opportunity to gain a qualification which would not 
otherwise have been possible. 


Undergraduate programmes include: Accounting & Finance, Banking 
& Finance; Computing & Information Systems, Economics, 
Economics (Geography); Economics & Management, Economics 
(Politics and International Relations); Economics (Sociology); 
Education; English; French; Geography; German, Information 
Systems & Management; Italian; Joint Modern Languages; Laws; 
Management; Management with Law; Mathematics, Statistics & 
Computing; Philosophy; Spanish & Latin American Studies. 


T: University of London was established in 1836 by Royal 


MBA in 


our o 


Postgraduate programmes include: Agricultural Development; 
Agricultural Economics; Applied Environmental Economics; Clinical 
Dentistry (Prosthodontics); Community Dental Practice; Dental 
Diagnostic Radiology; Dental Public Health; Dental Radiology: 
Development Finance; Distance Education; Economic Principles; 
Environmental Assessment; Environment & Development; 
Environmental Management; Epidemiology: Principles & Practice; 
Financial Economics; Financial Management; Financial Policy; Food 
industry Management & Marketing; Geography: Health Systems 
Management; Infectious Diseases; Laws; Livestock Health & 
Production; Managing Rural Change; Occupational Psychology: 
Organizational Behaviour; Public Policy & Management, Sustainable 
Agriculture & Rural Development. 


For more information please contact: 

Room 1 (99EC12), Senate House, Malet Street, London WCE 7HU 
Tel: +44 (0) 20 7862 8360/8361/8362 Fax: +44 (0) 20 7862 8358 
E-mail: enquiries@external.lon.ac.uk, http:/Awww.lon.ac.uk/external 








Royal Holloway College which is responsible for its academic 

development and quality. Royal Holloway is one of the largest 
Colleges of the University of London, founded in 1886 by the 
entrepreneur and philanthropist Thomas Holloway, and has an 
international reputation in many areas of business, social and 
scientific research. 


Te MBA in International Management has been designed by 


The aim of the MBA in International Management is to equip students 
with the ability and skills to think globally and to meet the needs of 
modern business. Students will be able to specialise in subjects of 
both international and professional relevance. 


The MBA for External students is being benchmarked against the 
very highest standards offered anywhere in the world and is available 
to students who wish to come to the UK to study full-time or by 
distance learning for those with family, work or other commitments. 


Student Support and Study Materials 

Students will receive a fully comprehensive study pack for each 
course consisting of a study guide, case study pack, Reader and 
other appropriate material. Tutors will provide comments and 
guidance on student assignments submitted for each course. 
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international Management 


Students will be invited to join a global learning community, allowing 
the exchange of ideas and information across countries and continents 
through the Internet and email. 


Entrance Requirements 
Three years relevant work experience 


And 
An advanced level of ability to work in English (a pass in a test of 
proficiency may be required) 
Either a second class honours degree or equivalent from a university 
acceptable to the University of London 
Or a first degree from an acceptable university and a GMAT 
score of 550 


Or an equivalent professional qualification and a GMAT score of 550 


Assessment 
Examinations (three hour unseen written papers held in June each 
year) and a Research Dissertation of 12,000 words 


Enquiries: 
Room 1 (99EC12), Senate House, Malet Street, London WC1E 7HU 


Tel: +44 (0) 20 7862 8360/8361/8362, Fax: +44 (0) 20 7862 8358 
E-mail: enquiries@external.lon.ac.uk, http:/Avww.lon.ac.uk/external 
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Do you want to transform the future? 


SENIOR 
EXECUTIVE 
PROGRAMME 


Four weeks in 
which to renew your 
business vision 


* 12 MARCH - 
7 APRIL 2000 | 


+ 17 SEPTEMBER - 
13 OCTOBER 2000 








EXECUTIVE 
EDUCATION 






Could you achieve even more for your company? You are running a 
challenging business in a rapidly changing world. Perhaps it is time to step 
back and consider how you are going to transform the future — before the 
future transforms you. 

The Senior Executive Programme is a four-week forum in strategic leadership 
for general managers. lt addresses the critical issue of transforming global 
businesses through three key themes: growth, innovation and leadership. 

A demanding and interactive experience, the Senior Executive Programme 
will enable you to respond to new challenges and opportunities, to 
re-shape your thinking and to re-awaken your ambitions for your company. 
Working in a stimulating learning environment with a world-class faculty and 
like-minded peers, you will update your knowledge, renew your skills and 
sharpen your perception. In other words, totally recharge your leadership 
batteries. 

The programme offers many opportunities for both personal and 
organisational growth. You will return to work armed with an action plan that 
you have devised for performance improvement and which will have a 


far-reaching and positive influence on your business. 


www.lbs.ac.uk/execed 

Contact: Lucie Grant 

Tel: +44 (0)20 7706 6811 

Fax: +44 (0)20 7724 6051 

SP9902 Email: execinfo@|bs.ac.uk 


London Business School exists te advance learning and research in business and management 


Transforming futures 
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Re Study in three different 


European: countries 
Free choice of locations 
and degree 


A joint programme, offered by: 
The University of Groningen, 
The Netherlands 
The University of Stirling, 
Scotland, UK 
CERAM School of Management, 
Nice, France 


Master of Science in 
international Business 


For more information, 
please contact: 


Ms. Franka vid Hende 
Course Manager MSc (1B) 
MSc Office, 

Faculty of Management 
and Organization 
University of Groningen 
P.O. Box 800/Landieven 5 
9700 AV Groningen 

The Netherlands 

Tel ++ 31 50 363 7343 
Fax ++ 31 50 363 2341 
E-mail: ibp@bdk.rug.ni 





THE MASTER OF MANAGEMENT 
IN THE NETWORK ECONOMY 


In the emerging digital economy, managing organizations is a 
totally new ballgame. You need to understand Information 
Technology, know where it's going, and find ways to exploit it 


A truly international academic programme 


This one year, full-time programme offers a.. 
foundation programme in international : 
Business, free choice of specialization — 

(e.g. International Marketing, HRM) and.a 
dissertation project with.the possibility of 
doing an internship. The programme starts 
every year in September... 


or BA) in Business, Economics or a Business 

related subjéct.and fluency in English. 
students: with a non-business backgra 

will need to takevan additional 3-we 


1 programme, 

2 continents, 

3 top universities 

4 terms 

A joint programme, offered by: 
The University of Groningen, 
The Netherlands 
Uppsala University, 
Sweden 
The University of Florida, 
U.S.A, 


Master of Science in | 
International Financial Management | 


A truly international academic programme 
The programmie offers an in-depth study in 
the field of international financial manage- 
ment at three highly respected universities, 
leading to'a Master of Science degree. 
Starting. every year in September, the 

: offered entirely 


http:/www.masterprogramme.nl 





for the benefit of your enterprise. 


The Universita Cattolica at Piacenza offers a new program 
featuring a distinguished international faculty and leading to the 
Master of Management in the Network Economy (MiNE) degree. 


The aim of this program is to produce managers who can score 
higher than their competitors within the context of the new 


economy. 


> Location: Universita Cattolica del S. Cuore, Piacenza, Italy 


» Language of Instruction: English 

» Duration: 16 months (11 on campus, 5 with a firm) 
» Starting Date: September 18, 2000 

e pelea March 1- May 15, 2000 


rufi iTSU. COMPUTERS 
SIEMENS 


ə http://mine.pc.unicatt. 
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technology Partners: 





it 








TELECOM 








MANAGEMENT IN 





For more information, 
please contact: 


Ms. Rieks Bos 

Course Manager MSc (iFf 
MSc Office, 

Faculty of Management 
and Organization 
University of Groningen 
P.O. Box 800/Landleven 
9700 AV Groningen 

The Netherlands 

Tel ++ 31.50 363 4305 


Fax ++ 31 50 363 2341 
E-mail: ibp@bdk.rug.nl 





THE NETWORK ECONOMY 





The Master of MiNE Program is the result 
of collaboration between the Center for 
Research on the Applications of Telematics 
to Organizations and Society (CRATOS), 
Universita Cattolica at Piacenza, Italy 
and the School of Information and 
Management Systems (SIMS), University 


of California at Berkeley, Usa. 


FON DAZIONE 


DI PIACENZA E VIGEVANO 





EA 
e info. mine@pe. unicatt.it 
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COURSES 





CZ Amsterdam Institute of Finance 












“In 2000, the Amsterdam Institute of Finance celebrates 
its tenth anniversary. AIF has clearly established its 
reputation as the foremost financial training institute 


for professionals.” 
D.M.N. van Wensveen 
Chairman of the Board 


FROM LEFT TO RIGHT: 


Brenda L. Childers 


' Managing Director 
vrs s e so . Theo Vermaelen 
The Amsterdam Institute of Finance and its Program Director 
directors would like to thank our participants Christian C.P. Wolff 
Program Director 


and clients who, over the years, have contributed 


to our growth and success. 





We wish you prosperity 


and success in the 


New Millennium 


For 2000 AIF has scheduled 49 courses on various topics including 
corporate finance, portfolio management, banking, and derivatives. 
For more information please contact the Institute or visit our Web site. 


AIF - Herengracht 205, 1016 BE Amsterdam, The Netherlands 
telephone: +3 |-20-5200162/160 - fax: +31-20-5200161 


e-mail: info@aif.nl - internet: www.aif.nl 
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Cranfield 


NIVERSI’ 
School of Manageme 


h e The Cranfield MBA will provide a unique experience - 


more than just a qualification, it can change your life. 


























A first class programme with an emphasis on personal 


° 
© development; highly motivated, mature participants; 
ran le taught by a dedicated and respected faculty with 


international business experience; in a stimulating and 


supportive learning environment; first choice for many 
top recruiters. 


GIVE YOURSELF A CAREER ADVANTAGE WITH 
THE CRANFIELD MBA 


e 
z a u n Z q u e Maureen Williams, Cranfield School of Management, 
e Cranfield, Bedford, England MK43 OAL 
Cx p erirence 


Tel: +44(0)1234 751122 Fax: +44(0)1234 752439 
Email: m.williams@cranfield.ac.uk 


http://www.cranfield.ac.uk/som 


Cranfield University is an exempt charity offering a centre of excellence for research and education 











The University of Reading 





ae THE BUSINESS SCHOOL 
faba tm FOR FINANCIAL MARKETS 


MSc International Securities, Investment and Banking 
MSc Risk Management, Operations and Regulation 
MSc Financial Engineering and Quantitative Analysis 


innovative Masters programmes for those with a good first degree wishing to work in sales, trading, research, corporate 
finance, portfolio management, risk management or compliance in the global securities and investment industry. 





e unique INVEST dealing rooms with 50 Reuters 3000, » investment market trading simulation case-studies 
Bloomberg and Bridge Telerate terminals supplementing these academically rigorous programmes 


e officially ranked 4th equal in Business and e excellent placement record complements 
Management research out of 100 UK Universities these demanding programmes 


Come and see us at the MBA Fair, London, 26-27 January, 2000 
Call and reserve your place at our Information Session on Friday 28 January, 2000, 1.30-4pm 


The University of Reading, ISMA Centre, Whiteknights, PO Box 242, Reading RG6 6BA, UK 
Tel: +44 (0)118 931 6675 - Fax: +44 (0)118 931 4741 


ISMA Centre: the Busi 
and market reg 
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Harvard University WORLD 
Harvard Institute for BANK 
International Development INSTITUTE 


Laurence Kotlikoff and Robert Holzmann and 
Jeffrey Sachs Neeta Sirur 


Workshop on Pension Systems in Crisis: 
Challenges and Options for Reform 
June 19-30, 2000, at Harvard University, Cambridge, Mass. 
This two-week intensive training program covers reform of public pen- 
sion systems, including alternative strategies for their privatization. 


Speakers include: 
Gonzalo Sanchez de Losada, former President of Bolivia 
Nick Barr, London Sch. of Economics 
Zvi Bodie, Boston University 
Kwesi Botchwey, Harvard University 
John Campbell, Harvard University 
Robert Fogel, Nobel laureate, Univ. of Chicago 
Marshall Goldman, Harvard University 
Robert Holzmann, The World Bank 
Estelle James, The World Bank 
Laurence Kotlikoff, Boston University 
Olivia Mitchell, Univ. of Pennsylvania 
Franco Modigliani, Nobel laureate, M.LT. 
Jeffrey Sachs, Harvard University 
Dimitri Vittas, The World Bank 
David Wise, Harvard University 


Topics include: 

+ Privatizing v. Restructuring Pensions * Financial Market Preconditions 

* Pension Systems & Economic Growth + Pension Asset Management 

* Collection & Payment Systems & Oversight 

* Bolivia, Croatia, Ghana, Hungary, Kazakhstan, Poland & other case studies 





for applications or information, contact: tel: 617-496-6243 
Workshop on Pension Systems in Crisis fax: 617-495-0527 ae : 
Harvard Institute for International Development | socsec@hiid.harvard.edu Ref. No: ECON’ 


14 Story Street, Cambridge, MA 02138, USA wow. hiid.harvard.eduftraining 


The Norwegian School of Management MBA 
is rated as one of the leading MBA 
programmes in Europe 


I | months 
Average age 33 
Multi-cultural class with max 40 participants 
"Hands-on" consultancy project 


for more information see 


www.bi.no/grad uate 


Norwegian School of Management BI 


Graduate Office, P.O. Box 580, N-1302 Sandvika, Norway 
Tel. +47 67 55 70 00. Fax +47 67 55 76 60 
E-mail: graduate@bi.no 
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London 


POMOCHAETSOHHHHEOTHEDE 


Business 


ROR MEHOHTHOTETOSHEED 


School 


OO FOHHEHOHHOAHERE DOOD 


Masters in Finance 


INFORMATION SESSIONS 


Washington DC 

Monday 10 January, 7.00 pm 
The Madison Hotel 

15th & M Streets, NW 


Amsterdam 

Tuesday 11 January, 6.30 pm 
Hotel Grand Westin Demeure 
Oudezijds Voorburgwal 197 


San Francisco 

Wednesday 12 January, 6.30 pm 
Mark Hopkins inter-Continental 
Number One, Nob hill 


Madrid 
Monday 24 January, 7.30 pm 
Palace Hotel, Plaza de las Cortes 


Milan 
Tuesday 25 January, 6:30 pm 
Four Seasons Hotel, Via Gesu 8 


Lisbon 

Wednesday 26 January, 7.30 pm 
Lapa Palace, 

Rua do Pau de Bandeira 


London - The MBA Fair 

Islington Business Design Centre 
Wed 26 Jan, 12.30 - 8.30 pm 
Thurs 27 Jan, 12.00 - 7.00 pm 


Rome 

Wednesday 26 January, 7.00 pm 
Officers’ Club, Ministero della 
Marina, Piazza della Marina 1 


T R 





Munich 
Monday 7 February, 6.30 pm 
Hotel Rafael, Neutermstrasse 1 


Frankfurt 

Tuesday 8 February; 6.30 pm 
Steigenberger Frankfurter Hof 
Am Kaiserplatz 


Lyon 

Wednesday 9 February, 6.30 pm 
Grand Hotel Mercure. 12 Cours 
de Verdun Rambaud 


Zurich 
Wednesday 9 February, 6.30 pm 
Baur Au Lac, Talstrasse-1 


- Paris 

Thursday 10 February, 6:30 pm 
Hotel Inter-Continenial 

3 Rue de Castiglione 


Mexico City 

Monday 21 February, 7.30 pm 
Four Seasons Hotel 

Paseo de la Reforma 

#500 Colonia Juarez 


Sao Paolo 

Wednesday 23 February, 7.30 pm 
The Maksoud Plaza 

Alameda Campinas 150 


Buenos Aires 

Thursday 24 February, 7.30 pm 
Alvear Palace Hote! 

Av. Alvear 1891 


London Business School's specialist Masters in Finance 
programme is taught by the School's internationally 
renowned faculty and is designed for individuals whose 
careers require an in-depth knowledge of finance. 


The programme is rigorous, practical and career- 
orientated. It can be completed in ten months of full-time 
study or in two years of part-time (mainly evening) 
attendance at the school. To find out more, come to an 
information session: 


London — at London Business School, Sussex Place, 
Regent's Park, NW1 

Thursday 13 January,.6.15 pm 

Monday 7 February, 6.15 pm 

Wednesday 8 March, 6.15pm 

Tuesday 11 April, 6.15 pm 

Thursday 25 May, 6.15 pm 

Wednesday 14 June, 6.15pm 

Monday 24 July, 6.15 pm 





Information about our MBA and Sloan Masters will also be 
available at all sessions. 


www.Ibs.ac.uk 

email: mifinfo@lbs.ac.uk 
Tel: +44 (0)20 7706 6840 
Fax: +44 (0)20 7723 1788 


| 
| 
| 


$ 
i 
i 


London Business School exists to advance learning and research in business and management 


ANS FORMING 


FUTURES 


DOOS OSSOS 


Return to: The Finance Programmes Information Office, London Business School, Sussex Place, Regent's Park, London NW1 4SA, UK. 


Please tick which you require information. on: Masters in Finance: full-time E part-time O mga Programme [J Sloan Masters C] 


Mr/Ms First Name 





Job Title 

















Address: Work Home L] 





Family Name 
Company. 

















Postcode 


Country 





Tel 


email 





__. EC23/12/99 - 





126 


THE ECONOMIST DECEMBER 3151 


NIMBAS 














Conferences For Tomorrow’s Leaders 


The 21st Century Trust promotes international encounter and debate at its conferences 
and study tours which bring together the rising generation of decision takers and 
opinion leaders worldwide. We seek talented candidates for our 2000 programme, 
aged 25 to 40, from all countries and all fields of endeavour, including business, 
politics, academia, government, media, NGOs, and the arts. Applications are 
particularly welcome from generalists interested in the topic as well as from 
specialists. 







A NIMBAS-Bradford 
MBA degree is a powerful 
boost for your business career 


NIMBAS, the Associate Institute of the University of Bradford, 
UK, enables University graduates to earn the prestigious University 
of Bradford MBA degree in the Netherlands or in Germany 


» ONE-YEAR FULL-TIME MBA « 


In Utrecht, the Netherlands 


TWO-YEAR PART-TIME MBA 


In Utrecht, The Netherlands and in Bonn, Mainz and Berlin, Germany 


> TWO-YEAR EXECUTIVE MBA « 


Seven 9-day sessions (Saturday/Sunday/one working 
week/Saturday/Sunday) two sessions in the Netherlands, 
two in the UR, two in Germany and one in France 






2000 Programme 


L Science, Risk and the Regulation of New Technologies 
24 March « 1 April 2000, Merton College, Oxford, United Kingdom 
‘Moderator: Professor Heinz Wolff, Brunel University 













2. Asia-Pacific: Economic and Security Scenarios for 2020 
12-20 May 2000, Keidanren Conference Centre, near Mt Fuji. Japan 
Moderators: Professor Heizo Takenaka, President. The Tokyo Foundation 

Sir John Boyd, Master, Churchill College, Cambridge: 
UK Ambassador to Japan 1992-95 






. The Knowledge Society: Changing the shape of education for the 21st century 
8-16 September 2000, Klingenthal Castle, near Strasbourg, France 
Moderator: Sir Claus Moser, Chancellor, Keele University 




















. Ending Anarchy?: International Rule and Reconstruction After Conflict 
5-13 October 2000, Madingley Hall, Cambridge, United Kingdom 
Moderator: Dr Michael Williams, Director, UN Office for Children and 

Armed Conflict, New York 

















For further details please contact: 
John Lotherington, 21st Century Trast 


25 Museum Street, London WCHA LIT, OK N I M B A S 


Tel: +44 - (0)20-7323 2099; Fax +44 -{0)20 - 7313 2088 ' Fea ie 
x GRADUATE SCHOOL OF 

E-mail: trast@2 IstCentury Trust.org, or 
visit our web page www.2IstCenturyTrast.org 


NIMBAS is AMBA (London) aceredited 





s0 Fax: +31 (0930 2 


web site: httpiih 


The 21st Century Trust is a Registered Charity, No. 295676 


Master of Philosophy in Economics 


| The Tinbergen Core courses are offered in: 
Graduate School a Microeconomics « Macroeconomics 
offers a Master's «= Mathematics for Economists 
Programme in « Econometrics « Advanced Econometrics 
i Economics, an a Organization 
intensive one year 
programme leading Specialised courses are offered in: _ 
to a Master’s of — » International Trade and Development ioti 
Philosophy in « Monetary Economics » Finance oe 
Economics. * Labour Economics a Public Economics 
The programme s» Microeconomic Theory » Game Theory 
! serves as an oe 
excellent prepara- The PhD programme of the Tinbergen Institute is 
tion for students a four year programme, the first year of which 
who are aiming at coincides with the Master's. The programme 
a PhD in Economics _ consists. of solid training in the principles of 
as well as for those’ economics and econometrics, based on lectures, 
who wish to pursue’ workshops, seminars and examinations, and the 
their career in top — writing of a supervised doctorate thesis. 
i consultancy or 
policy advising For information on both programmes, scholarships, | 
organizations. admission requirements and the application procedure, 
| please visit-our website http://www. tinbergen. ai 
Address for. correspondence: applications@tinbergen. Ae 
(Tinbergen institute, Burg. Oudlaan 50, 
NL-3062 PA Rotterdam, The Netherlands) 
















The Maastricht Peto Ke Executive MBA 
Management (MSM) Programme 
restructured its programmes | n Part-time - 24 months 

better prepare its W General and Strategic 

graduates for the challenges Management 
of the 21st century. W Aviation Management 
@ Decision Support Systems 

Globalisation Issues Wl © WH Hotel Management & Tourism 


Leadership Skills W 
Entrepreneurship Wl Language of instruction: English 


Oe NS ae ea lard E, 









Cross Cultural Management W 

Teamwork W For more information 

Change Management W please contact: 

Maastricht School of 
MBA Programme Management (MSM) 
Full-time - 12 months Department MBA 

M Accounting & Finance P.O. Box 1203 

W E-Business 6201 BE Maastricht 


© W Globalisation The Netherlands 










W Hotel Management & Tourism Tel. - : +3143 3618318 
Wi Corporate Strategy and Fax 431 43 3618330 
Economic Policy e-mail : mba@msm.nl 
Mi Management of Government Internet : www.msm.nl 






tinbergen institute 


institute for economic research of Erasmus 
Universiteit Rotterdam, Universiteit van. 
Amsterdam and Vrije Universiteit Amsterdam 


MSM 


Maastricht School of Management 





sl 





koa menena om ret decent 
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COURSES 






UNIVERSITY DEGREE 
BACHELOR'S + MASTER'S * DOCTORATE 


Eam a recognized, legal and aecredited degree entindy through wort 
or life experience or tutored at our campos it Oxford, England! 


ST. GEORGE UNIVERSITY 
Distant Education Centre, JAPAN 


DISTANCE LEARNING CHANNEL Wr T aal em sain 







Harvard Institute for International E Worldwide Course 
Develo pm ent & Degree Information 



























www.ed-x.com i ae IBI (90) 8284-7014 
$ aie É a i E-Mail: georgeuniversity.ede 
. ~ WHICH UNIVERSITY. Website: httpy//vww.stacorgeuntiversity.edt 
June 10 July 1, 2000 iS THE BEST FOR ME? : 
Cambridge, Massachusetts, USA QPS as sow ote di 







Gavernn i recog d or dubious accreditation? Master of A rts i 


“fet dna a cna ee Seater Humanitarian 


A three-week intensive training program for professionals 
working m the ABa of MISTO enterprise finance, and Give yours ake & ot ETARE ait naib net or A ssi st an ce 
commercial banking for small and medium sized business xe (Dept 21 ar write te 


173 a Strawong Rat (Bept 2). Bangkok. 10300 
Topics include (but not limited to): 
* Designing Credit & Savings Instruments 
* Monitoring Loans & Managing Arrears 
* Management Information Systems for MFIs 
* Financial Statements Analysis 

















This one-year degree from the 
School of Nutrition Science and 
Policy and the Fletcher School of 
Law and Diplomacy at Tufts 
University focuses on world relief 
and development. It is intended for 
mid-career professionals with 











* è significant field experience in 
Incentive Systems = humanitarian assistance to develop 
* Regulation and Supervision of NGOs their knowledge and skills in the 
* Credit Scorin areas of nutrition, food policy, and 
+y 3 economic, political, and social 
enture Capita development as they relate to 






for more information, contact: 
Dr. Hatice P. Jenkins, FIPED 
Harvard Institute for International Development 
14 Story Street, Cambridge, MA 02138, USA 
Tel: i 4511 Fax: 617-495-1239 E-Mail: fiped@hiid.harvard.edu 


erz 


humanitarian assistance in famine, 
complex emergencies and other 
disasters. 


Application deadline: March 2000 
Contact: ggamba0 | @tufts.edu 


Feinstein International Famine 
Center, 96 Packard Ave., 
Medford, MA 02155 

Tel: 1-617-627-3423 

Fax: 1-617-627-3428 

www. tufts.edu/nutrition/famine 





















PENN STATE EXECUTIVE PROGRAMS 


THE SMEAL COLLEGE OF BUSINESS ADMINISTRATION 






WASHINGTON INTERNATIONAL UNIVERSITY 


Aherat Bachelor * Master * Ph.D. 


3 Business (GMBA Majors) - Engineering 
Distance Liberal Arts - Computer 


Education Accelerated degree programs * Academic credit for work 






© General 
Management 
Programs 














l niversity experience * Students from 112 countries and 36 states in 
the USA © Send 2 page resume/C.V. for no cost evaluation, 

P.O. Box 1138, Bryn Mawr, PA 19010-USA 
fax: 610.527.1008 * e-mail: admissions@washint.edu * www.washint.edu 


e Finance 
e Marketing 





REAL WOR 


e Manufacturing/ 
Logistics 


THE MULTI-CULTURAL CHOICE. 
Doing your MBA at USE. offers you the chance to : 
study in a dynamic and intemational ‘atmosphere 
which. will give you ‘the skills, confidence ‘and: 
Motivation necessary to re-integrate the job market. 

: With the competiive edge you! € been looking for! 


e Custom designed 
programs for 
individual __ 
company ne 


PENNSTATE Toll-free within U.S.: (8i 


Outside U.S.: (814) 86 


Contact Grist! Damgaard or rine Ricard. 
Fel: + 377.97 986 987 - Fax: + 377 97 986 999 
-email info@univmonaeo.odu 
: Visit. oar. Website ai 


vmonaco.edu 
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| UNIVERSITY OF LONDON 
| SCHOOL OF ADVANCED STUDY 


INSTITUTE of LATIN AMERICAN STUDIES 


| ILAS offers the largest and most varied 
postgraduate programme on Latin 
America in the UK: 


T m 
| Master’s degrees: 
| @¢MA Area Studies (Latin America) 
. MA Brazilian Studies 
¢ MSc Environmental Issues in Latin America 
* MSc Latin American Politics 


MPhil/PhD: 





History, Politics, Sociology 


research students. 
Contact: Postgraduate Administrator, 





London WC1H SHA. 


Tel. +44 (0)20 7862 8873, Fax +44 (0)20 7862 8836 


il: ilas @ sas.ac.uk 
www.sas.ac.uk/ilas/ 


Latin American Economics, Environment, Geography, 


Master’s bursaries and fieldwork grants for Master’s and 


institute of Latin American Studies, 31 Tavistock Square, 





EUROPEAN 
CENTRE FOR 
PUBLIC AFFAIRS 
Bruss 





7-Day Intensive Programme 
Feb 6 - 12, 2600 
* ideal for those needing immediate 


al ghts into how Europe 
at to werk Europe. 


visits, case studjes - 


top Bruss 





action - with detailed guidance  * Personal, 
mples on how to lobby, manag 
corporate public affairs and tender must 


effectively within the EU. 





power-assis 
through group wark projects. 














> Swiss Banking $ 
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The Retreat helps you redefine the priorities to meet the new challenges of 
private banking in a new global era, based both on recent research and practical 
experience of first class professors and professionals. 


Specifically, the retreat will help you to: 


* Involves. some 25 sessions: lectures, 
all conducted by 
als officials and practitioners. 


ed coaching 





The International Private Banking Retreat is an exclusive international 
platform in private banking for senior executives, organised by the Swiss 
Banking School. 


understand the future radical trends in private banking, 
become familiar with best practises of leading institutions, 
build an international network and share experiences with other private 


bankers. 


For further information, please contact Simon K. Basler: 
Swiss Bank 
Hottingerstrass 


CH-8032 Zurich 


chool: Bank J. Baer & Co, Bank J, Vontobel & Co, Credit Suisse Group, Lombard Odier & Cie, UBS AG 









Home Study Course in Economies 
A ifesson study that will throw light 
on today’s baffling problems. Tuition 
free—small charge for materials. 
Write: Henry George Institute, 

121 East 30th Street, 

New York NY 10016, USA 


gn we Web! Http://www. henry george.org 





aot ethos 
Erasmus University 
Rotterdam 


IIM@R 


Institue for fnternational 
Mediation aad Conflict 
Resulution 
The 2000 International Student Symposium 
on Negotiation and Conflict Resolution 
July 17-August Hi, 2000 
Rotterdam, Brussels, The Hague 
Website: www JIMCRLORG + Esmail inlo@iimerorg 
















































intensive 12-Month MS. in EARN YOUR BACHELOR'S, 


COMPUTATIONAL 
FINANCE 


apply now 
for Fall 2000! 


www.cse.ogi.edu/CompFin/ 
BSS ATEN 
LEARN GERMAN 2000 


Courses start Jan + Feb 
at the German Cultural Centre 


GOETHE Æ O 
© LONDON 





i 






CREDIT FOR WORK EXPERIENCE. 
NO CLASSROOM ATTENDANCE. 
SEND/FAX YOUR RESUME FOR 

A FREE EVACUATION. 
500 Ala Moana Blvd, 7-400 
Honolulis, HI 96813. 
| Tek: (808} 599-5537 Fax: (808) 599-2869 
E-mail: registrar@anw.edu 
Web: https//wwwiunw.edu 
University or NORTHERN WASHINGTON 



























f 
! 
| 












INSTITUT 


50 Princes Gate (Exhibition Road), London SW7 2PH 
Tel: 0171-596 4004 Fax: 6171-594.0210 
e-mail: german@london.goethe.org 
www.goethe.de/london 







The institute will be closed until 34 Jan. 








Annual 





International Human Rights 
Monitor Training Program July 16-28, 2000 


Hamline University - St Paul, MN 55104 USA 
Website: www. hamline edu /humanrights 
email: humanrights@hamline. edu fa 1-651-523-3170 


No An unconventional, no-hassle, 

oo > hm sity BA real-world MBA for those with 

niversity B.S. no time or money to waste 
BBA & Ph.D. degrees also available. Tuition only $3200, why pay $15,000 for a non-custom, no-name 
degree. Distance Learning using e-mail, phone, and the web, not classes. No bachelors degree (8.S.) 
needed if you have significant reah experience. Learn from successful faculty with extensive real- 
world experience, not retred-on-the-job tenured professors. No required classes or painful to read 
textbooks covering material you already know or don't need. Wanted as faculty members: highly 
successful professionals with great communication and teaching skills who are PC & internet savvy. 
We are based in Dakota Dunes; South Dakota, USA Contact us by email or see us on the web. 


www.globaimba.com 605-232-6039 ec@distancemba.com 


















































Email: 
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WWE, the world’s largest independent conservation 
@ organisation, with a global network active in 96 countries, 
WWE | is seeking to recruit a : 


HEAD, TRADE AND 
INVESTMENT UNIT 


This position will provide coordination and leadership for the WWF 
network on trade, investment and related public and private sector 
issues, within WWF International's Conservation Policy Department in 
Gland, Switzerland. 










The focus of the work is currently under review following the outcome 
of the WTO Seattle Ministerial Conference. The successful candidate 
will be responsible for developing a follow up programme of work 
building on the review outcomes. The emphasis of our work to date is: 


# reform of the World Trade Organisation (WTO), to safeguard 
national and multilateral environmental policies; 





e collaborating with governments and intergovernmental 
organisations to achieve the same ends; 


© promoting sustainable trade and Foreign Direct Investment in 
environmentally sensitive economic sectors such as mining, 
forestry, fisheries, energy and. agriculture; 


© providing support on trade and investment issues to WWF's Global 
Campaigns and Global Conservation Policy Programmes. 


The post holder will also represent WWF on public platforms on trade 
and investment issues, including press events, international conferences 
and in international negotiations in fora such as the World Trade 
Organisation, the Commission on Sustainable Development, the OECD, 
the UN Conference on Trade and Development. 


The requirements for the job include: 

e a university degree in environmental sciences, economics or law, 
preferably with a higher degree; 

e a minimum of seven years’ experience on environmental policy 
issues, including at least three years working at an international 
level including drafting policy materials; 

o fund-raising and advocacy skills, together with management, 
leadership and networking experience, preferably in a multi-cultural 
environment; 


e fluency in spoken and written English. Another language would be 
an advantage. 


Please send a covering letter and CV to Miriam Fuhrer, 
Human Resources Department at WWF International, Avenue 
du Mont Blanc, 1196 Gland, Switzerland. Fax: +41 22 364 7850, 
by Wednesday | 2th January 2000. Interviews will be held in the 
fourth week of January. 


COURSES 


UNIVERSITY DEGREE 


For Life, Academic & Work Experience 


Degrees for people who want to be more effective 
and secure in their jobs or professions. 


Earn your BACHELOR'S, MASTER'S or DOCTORATE degree by 















utilizing your life and work experience. College equivalent credits are 
ei h given for your: job, military, company training, Industrial 
position with @ | courses, seminars and business e o 
legal degree | We accept college credits no matter when taken. 
and Our graduates are recognized for their achievements in business and 
transcripts industry. We will assist you in completing your degree requirements 


at your own pace through home study. 
Send/tax detailed resume for a NO COST evaluation. 


Pacific Western University 
4210 Auahi Street, Dept 137, Honolulu, Hi 96814-4922 
1-(B08) 597-1909 
CALL: (800) 423-3244 ext. 137 UK: 0800-960-413 
Fax: (310) 471-6456 -Mail:admissions@pwu.com 


http:/Awww.pwu-hi.edu 





"As you know 
experience is 
still the best 

teacher... But 
degrees open 
doors,” 
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Reconstruction & Reintegration 
Specialists 






The United Nations Development Programme (UNDP) is the United Nation's largest 
provider of grant funding for development. As countries emerge from civil upheaval 
and conflict, or begin the recovery process after a debilitating natural disaster, the 
UNDP country office plays a key role in designing and managing programmes that 
bridge relief, reconstruction and.development interventions. In reflection of the 
importance of continuity and integration in these situations, the head of the UNDP 
office also. commonly serves as the local Coordinator of both the Humanitarian and 
Development communities of the United Nations system. 





Temporary specialists are normally deployed to support UNDP's country offices in 
these unique circumstances, under the "Temporary Emergency Posts” scheme. Tours.of 
duty are normally not more than six months. Current incumbents are stationed, for 
example, in Afghanistan, Sudan, Somalia, Burundi, Liberia and Kosovo, UNDP seeks 
qualified candidates to add to its roster for these assignments. 


Responsibilities: 

Under the guidance of the local UNDP Resident Representative, the Specialist 
provides technical, financial and programming support to the country office 
programme team: The candidate's primary function is to assist the office in designing 
effective and bankable programmes in areas such as refugee reintegration, 
demobilization of ex-combatants, civil administration support and reconstruction. 
Support to the Resident Representative’s coordination responsibilities, close liaison 
with Government counterpart, networking between relief and development actors, 
and resource-mobilization are also key functions. 


Qualifications and skills: 

Eligible candidates should have an advanced university degree and atleast 5 years of 
work experience in one of the following areas: 

e Post-crisis recovery programming and coordination 

* Reintegration and rehabilitation of returnees/internally displaced 

e Demobilization and reintegration of ex-combatants 

e Civil administration 

+ Security, and law and order 

s Physical rehabilitation/reconstruction 

© Geographic Information Systems 


in addition, eligible candidates should possess demonstrated capacity for strategic 
thinking, strong analytical and programme design skills, a commitment to team-work, 
solid written and oral communication skills; and a results-oriented approach. The 
candidate must demonstrate a track. record operating in difficult working environments. 
Knowledge of the UN system (and UNDP in particular) is highly desirable though 

not essential. 


Selected candidates will be recruited initially for one year under the “Temporary 
Emergency Posts” Scheme. UNDP offers a competitive salary and benefits package. 
Financial incentives are included in the package to compensate hardship and high 
mobility. Qualified women are strongly encouraged to apply. A permanent roster of 
potential candidates is maintained. Interested persons should forward their resume to: 
Mr. Luca Renda, Office of Human Resources, One UN Plaza DC1-1845, New York, NY 
10017; fax (212) 906-5290; or e-mail: juca.renda@undp.org. Acknowledgement will only 
be sent to applicants in whom UNDP has a further interest. 





UNITED NATIONS DEVELOPMENT PROGRAMME 
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www. ipaglobal.com 


PROJECT ANALYSTS 


IPA is a world leading company specializing in project and program evaluation and consultancy for the process industries (e.g. petroleum, 
chemicals, pharmaceuticals, consumer products). It isan influential organization with offices in Holland, the USA and Australia and a 
client portfolio that includes most of the leading companies in the process industries across the world. The IPA project databases are 
unique and serve as one of the most comprehensive sources of capital project experience in existence. 

As a result of increasing business success, the European and US offices of IPA, Inc. have openings for analysts who can contribute to 
studies of the factors which determine success in complex, technologically advanced projects. 

Responsibilities include analyzing project data, writing reports, client presentations, and working with clients to develop “Best Practices” 
to improve business competitiveness. 


Applicants should have the. following: 

© Master’s degree or equivalent in science, engineering operations research, economics, or allied fields. 
Quantitative analytical skills. 
Interpersonal skills to maintain and develop relationships at senior levels within client companies. 
Fluency in English. (Fluency in-either Arabic or Spanish is also highly desirable). 
Relevant experience in process industries is desirable. 


We offer a competitive salary, excellent benefits, and the opportunity for professional growth. 


European and Middle East based applicants please send CVs and salary requirements along with a cover letter to: 
Ms. Mary Ryan, Office Manager, Independent Project Analysis, Koningin Julianaplein 30, 4B Babylon, 2595 AA The Hague, 
The Netherlands. E:mail: EuropeIPA@aol.com 


US or Latin American based applicants should apply to the Human Resources Manager, Independent Project Analysis, 11150 
Sunset Hills Road, Suite 300, Reston, Virginia 20190, USA. E:mail: jobs@ipaglobal.com 





MILLE. 220 MASTER OF INTERNATIONAL LAW AND ECONOMICS 


| In September 2000 join a select group of young professionals in the first fulltime 
program on WTO law and trade policy. This unique program combines 
international law, trade regulation, and economics in both the curriculum and the 


classroom. 


e Learn about the leading legal and economic issues in international 
trade and interpret WTO tules and policies. 

© Address these issues in the context of 

e Receive training from a global facult 
trade and economics. 


© Develop research and writing skills in international law and economics. 






ew global challenges. 
of specialists in international 








e Receive the degree of Master of International Law and Economics 
In June 2001 you'll be a M.1.L.E. ahead of your competition. 


Now accepting applications, contact us for further information 
World Trade Institute, Hallerstrasse 6/8, 3012 Berne, Switzerland 
T+41316313270 F+41316313630  Einquire@WorldTradelnstitute.edu = Wwww.WorldTradelnstitute.edu 
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COLUMBIA EARTH INSTITUTE 


POSTDOCTORAL PROGRAM 


The Columbia Earth Institute is founded on the principle that the substantial 
| environmental challenges facing our society are best addressed by teams 
of scholars: from a wide array of disciplinary backgrounds. The Earth 
Institute is committed.to knowledge generation and institutional innovation 
in facing these challenges. 





The Earth Institute postdoctoral program is designed to provide young 
-F innovative scholars with the opportunity to build a foundation for a career 
in science that addresses .critical issues related to the study of 
environmental problems using approaches that go beyond those typically 
confined by traditional disciplines. Specifically, we are seeking applications 
from candidates interested in working on problems positioned at the 
intersections between physical, biological, and social/economic fields. 
The fellowships are also expected to catalyze new research directions at 
Columbia. Earth Institute postdocs will be guided by multidisciplinary 
teams of two or more senior scholars. The fellowships will ordinarily be 
granted for a period of 24 months. 


One of the Earth Institute fellowships granted each year is a three-year, 
Mellon-sponsored position with Barnard College. It is designed especially 
for a candidate who is interested in building a foundation in teaching as 
well as in research. The incumbent will spend the first fellowship year 
establishing a research program alongside the other Earth Institute fellows; 
in the second and third years, research will be continued and a teaching 
program will be built in the undergraduate Environmental Sciences program 
at Barnard College. 





Candidates should submit a proposal for multidisciplinary research and 
an appropriate work plan. The proposal should suggest a composition for 
a small multidisciplinary mentoring team (candidates for the Barnard 
position should include a Barnard mentor). Candidates for the Barnard 
teaching position must propose to work in an area that complements 
the Barnard faculty, include a description of their teaching goals, and 
commit to completing the three-year term. Proposals will be evaluated by 
the Earth Institute Academic Committee on the basis of the strength of the 
research plan and its relevance to the Earth Institutes goals (see 
www.earthinstitute.columbia.edu). 


A letter of application, curriculum vitae, and three letters of recommendation 
should be sent to: Fellow Selection Committee, Columbia Earth Institute, 
Columbia University, Mail Code 4335, 535 West 116th Street, New York, 
NY 10027. 


Applications submitted by February 15, 2000, will be considered for 
fellowships starting in the summer or fall of 2000, and fellowship offers 
will be made around March 15, 2000. 





COLUMBIA UNIVERSITY 








Columbia University is an affirmative action/equal opportunity employer; 
minorities and women are encouraged to apply. Barnard College is an equal 
opportunity employer and encourages applications from individuals of diverse 
racial, ethnic, and cultural backgrounds. 
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Business Development Analyst, — 
‘Nature Intelligence Unit 

The Nature Publishing Group, a leading international publish- 
er of science journals with offices in 9 countries is looking for 
an analyst to work in New York for its newly established 
intelligence unit. = 





This is an exciting opportunity to playa role in developing the 

roup's publishing and business strategy. The successful can- 
didats will monitor international trends in research and track 
new publishing developments as well as-conduct market 
research and be involved in:new business development. We 
are looking for a detail oriented, flexible, ambitious and 
‘above all curious individual. A graduate degree and relevant 
research experience desirable. Experience in journalism, 
business development, analysis or corporate lanai benefi- 
cial. A background in mathematics or science is pelted but 
not essential. The individual is expected to have excellent 
communication skills, an international outlook and entrepre- 
neurial flair. Good working knowledge of computers, web 
publishing and databases is required. 


To apply, please submit a resume and cover letter explaining 
your interest in this position by January 7th, 2000 to: 
Director, Nature eee Unit e 


345 Park Avenue Sout! Nature 
Intelligence 
Unit 


New York, NY 10010 
Fax: 212-696-0550 
Salary Range: US $45,000 - $55,000 per annum 








HN The International Training Centre of 
| 10) y The International Labour Organization, 
ii Turin (Italy) 


Assistant to the Treasurer 


A. specialized organization working within the United Nations, we providi 
1LO. member states with training and learning opportunities in HRD. Withir 
this context, the Finance and Budget Unit provides services to staff in Turin. 


The Role The Person 


Q 5 years+ financial and 
accountancy experience with 2 


@ Collation of financial information 
and supervision of key financial 


projects years plus international context 
Q Provide technical advice and Q Outstanding interpersonal skills 
expertise on new financial with a tactful and persuasive 
systems manner 
Analyse and make Q Strong analytical skills with the 


recommendations of a financial capacity to handle multiple task 

nature 

Q Capacity to take initiative in bot 
generation and management of 
key projects 


Q Maintain and improve financial 
systems 


Q Proficiency in English, good 
working knowledge of French 


Please send detailed CV (quoting reference 7/1999) by 15 January 2000 to: 
Personnel Office, International Training Centre of the ILO, 
10 Viale Maestri del Lavoro, 10127 TURIN, Italy. 
Fax: +39.011.6936.699 e-mail: Pers@itcilo.it 
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DO YOU FEEL LIKE YOUR CORPORATE | [FINANCIAL ENTREPRENEURS Y ALEAR SCRL KCA 
LADDER HAS RUN OUT OF RUNGS? Needed World Wide For] Jif you are an experienced prof- 
< siete meena Marketing Visa Cards, U. Sif essional who ks Spanish 
Do you feel the need for new challenges and opportunities? If you're a Dollar Accounts, High Yield speaks panis or 
global senior executive, over 40 years old and accustomed to a +100K Investor. Serious Inquiries. (336) Portuguese AND English and 
annual salary, we can be the answer to your next jump on the ladder of 997-4800 Fax: (336) 997-0085 looking for a better job, visit 
success. Resume Broadcast International assists you in -your hae) AMO 
professional search with the personal contact necessary for success EEE www.LatPro.com 
from start to finish 24 hours a day, 365 days a year. The opportunity to for job descriptions. 
meet our executive staff in London from 28/12/1999 - 17/1/2000 is only a 
phone call away at Tel: (909) 866-4213, Fax: (909) 866-4244 or E-mail: 
102224.3306@compuserve.com 





































international Management Firm 
is seeking candidates for long-term positions overseas. (Haiti, Benin, Mali) as 













esume Resume Broadcast international Financial Management Specialists on development projects, Experience 
el p i iforni 45 USA. required providing local NGOs with technical. assistance, in ‘financial 
roe eg: gal PO BOX 2892, Big Bear Lake, California CA92315, Hh pane meta is es n, p 

$ Gb & Tel: +14.(909) 866 4213, Fax: +1 (909) 866 4244 management and in monitoring ioca subcontracts, SAID. experience an 
intonnati 5) anal Email 102224.3306@compuserve.com knowledge of Peachtree accounting software required. Excellent written and 


spoken French. Send CV to email: linayf@crols.com: fax: 202/234-1697, 
ity employer 





Internationale Projekt Consult (IPC) is a leading provider of consulting and management services to banks. in. developing 
countries and the Eastern European transition economies. a 


We see the continuing success of our project work within several "Small Business Fund" programmes as a challenge to implement | 
further financial sector projects in Eastern Europe and the Former Soviet Union, particularly in Russia, Kazakstan, Bulgaria and 
Kosovo, where the World Bank, the European Bank for Reconstruction and Development, and Germany's Kreditanstalt für | 
Wiederaufbau have contracted us to carry out additional financial sector development measures. 


As in the previous and ongoing programmes of this type, IPC’s brief in these new projects includes assisting the respective client 
in selecting the participating commercial banks and providing these local banks with the know-how they need - in credit extension, 
bank operation and management, and the application of IT solutions - in order to lend to small-enterprises in the production and 
service sectors. 

To fill several positions in our project teams, we are seeking to recruit 


: 
i 
| 
f 
| 
| 
i 
| 


Credit and Banking Specialists 


These experts will be responsible for training a new generation of local loan officers and bank managers, and for assisting them in 
building up efficient credit operations and administrative structures. Successful applicants will be excellent trainers, have the self- 
confidence and assertiveness to get difficult jobs done right, and be qualified lending specialists. Applicants should have hada 
number of years of relevant professional experience and not be over 40 years of age. Familiarity with the region as well as fluency l 
in a Slavic or other Eastern European language would be a distinct advantage. Due to the specifie requirements of our clients, 
applicants must be citizens of a member country of the European Union, the United States or Canada. 





The positions to be filled entail working in a challenging environment that requires a highly innovative approach to the task of 
organising banking operations and developing local bankers’ technical skills. This environment is also one in which social and 
economic changes of great significance are taking place, and you will need to demonstrate a sensitivity to, and practical 
understanding of, these changes. You will encounter little in the way of normal banking routine and will soon be given a large 
measure of decision-making authority in your area of responsibility. You will be part of a young professional team which is 
supported by our firm's internationally renowned development finance practise group. | 
If you join one of our teams, you will be making a long-term commitment to carry out assignments in the countries of Eastern | 
Europe and the FSU. | 

| 

| 

H 


Applications, including a full CV and all other relevant information, should be sent to 


| 
| 


Internationale Projekt Consult GmbH 


Am Eisernen Schlag 31 
D - 60431 Frankfurt am Main 


www.ipcembh.de, e-mail: ipe_gmbh@compuserve.com 
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Director 





institute for Latin American Business Studies 


Opportunity 


Babson College is 









energetic individual to De thed 


Responsibilities 








tatin American materials inthe 


Qualifications 


About Babson College 








The Calle 
lesley, Mass 





v's entrepreneurial programs have been selected as the best in the United States by 






To Apply 


eking a leading scholar of Latin American business to accelerate the development of our-dnstitute for Latin, American Business Studies asa key strategic venture, The 
Institute has the mission to ine e the College’s expertise and visibility on emerging issues in Latin: American business practices. This is an opportunity for an entrepreneurial and 
ing force on-a bigh visibility, high potential initiative of critical importance to the College. : 


The Director will lead the Institute's effort to develop and promote Babson’s expertise in critical emerging business issues in Latin America. In this capacity the Director is expected to: 
Nourish and expand Babson Callege’s extensive network of Latin Americain contacts Conduct and publish applied research on current and critical Latin. American, business issues. 
varhead a community of practice, engaging and involving other College faculty in the scholarly and teaching. activities of the Institute. Work to ensure the relevance and inclusion of 
various programs at Babson College. Create alliances with other institutions doing related work in Latin America. Lead the effort to develop grant proposals 
te further suppor the Institute's efforts. Teach an elective course based vin most current research findings of Latin American business issues 


The preferred applicant will hold.a Ph.D. or equivalent in a business discipline, and have an established record of intellectual leadership, as evidenced by important sc holarly publications 
felating to. Latin’ American business issues. In addition, applicants must be fluent in English, Spanish;:and Portuguese, and have lived and worked: extensively in Latin America, The 
successtul candichate must have an entrepreneurial spirit, excellent communications skills, strong tearn leadership skills, and a burning desire to grow this initiative. 


Founded iy 1919, Babson’s. Undergraduate, Graduate, and Executive Education programs have beén highly ranked by Busi 


chusetts, the College enrolls 1,625 undergraduates and 350 full-time and 1,300 part 


Please send a curriculum vita and letters of reference to: Professor Edward:G Cale, Babson College, Babson Park, MA 02457 







































by January 30, 2000. 








Babson College is an equal opportunity employer. 




















ECONOMISTS 
STATISTICIAN 


| Barents Group LLC, a wholly] 
| owned subsidiary of KPMG, is aj 
global consulting firm and leading | 
provider of financial, economic. and | 
| management consulting services to | 
emerging market countries. We are 


The | 
Economist 




















TO ADVERTISE WITHIN 






aiia ee gates w | | THE CLASSIFIED SECTION, 
tonais i n Egyp i A 
the following qualifications: CONTACT: 












+ MS or doctorate in economics 
or statistics ` 

|° 10+ years’ experience in 

economic/fiscal analysis 

* Strong oral/written English 

| communications skills 

| © Egyptian citizenship 

| Interested candidates should submit | 

their CVs to: PO Box 110, 115214 


i 
} 
f i 


| Cairo, Egypt; FAX: 20-2-361-9202; | 
| e-mail: bgegypt@egyptonline.com | 


| Philip Wrigley 
London 
Tel: (44-171) 830 7000 
Fax: (44-171) 830 7111 


Email: 








l 
i 
| 
| 
i 
| 










PhilipWrigley@economist.com 


PROGRAM ON THE GLOBAL FINANCIAL 
SYSTEM: STRUCTURE, CRISES, AND REFORM 


July 17 - 28, 2000 
Cambridge, Massachusetts, USA 


The program is designed for executives, analysts, and policy 
makers in both the private and public sectors who are 
involved with macroeconomic and financial sector issues. 


HARVARD INST E FOR INTERNATIONAL DEVELOPMENT 
14 Story Street. Cambridge, MA USA 02138, ATTN: Erin Sands 
FAX: (617) 496-2911: TE (617) 495-9779 
E-Mail macteach.a hiid.harvard.edu 


www. hiid. harvard.edu/training 
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Founded in 1823, Birkbeck 
is based in Bloomsbury and 
has the highest proportion 
of research active staff of 
any college or university in 
the greater London area. 


Professor of 
Mathematical Finance 


Birkbeck plans to appoint a Professor of Mathematical 
Finance to lead Mathematics and Statistics within the 
School of Economics, Mathematics and Statistics. 
The candidate should have a distinguished publication 
record in statistics or mathematics. 


2) Birkbeck 


UNIVERSITY OF LONDON 





The new Professor will be involved in appointing a lecturer 
with a strong interest in the application of mathematics and 
will contribute to the interdisciplinary work within the new 
school, in particular to develop a new MSc in Mathematical 
Finance for September 2000. 





Salary on the professorial scale, minimum £38,535 pa inc. 


For full details and application form: 
http://www.bbk.ac.uk/pers/jds.html 

OR send a large sae to the Personnel Office, ref: STOO1/E 
Birkbeck College, Malet St, Bloomsbury, London WC1E 7HX 
Closing date: 21 January 2000 

College web site: http://www.bbk.ac.uk 











USAID is recruiting economists for career positions in the 
U.S. Foreign Service. Application deadline is 1/21/2000. 










Full details are found at: 
www.info.usaid.gov/about/employment/nepanno2.htm 
or contact 
Audrey Minkley at (202) 712-0665. 
Candidates must be U.S. citizens at the time of application. 
EEO employer 
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The Economist is delighted to present the Winners and Finalists for the 1999 World Technology Awards, 
as announced 12 November 1999, at a ceremony at the National Museum of Science & Industry (London): 


FINANCE 

Winner Masayoshi Son, Chairman, Softbank 
Finalists Les Vadasz, Senior Vice President 
(Corporate Business Development), intel 

Jotin T. Chambers, President/CEO, Cisco Systems 
Catherine Allen, Founder/Presiient, 

Financial Industry Technology Secretariat 

John Doerr, Partner, Kleiner, Perkins, 

Caufield, and Byers 


ETHICS 

Winner Daniel Callahan, Co-founder, 

Hastings Center 

Finalists Ray Soular/Wendy. Simpson, SafeSurt 
Peter Kinder, President, KLO; Creator SOCRATES 
(Corporate Social Ratings Monitor) 

Simon Zadek, Founder, Institute of 

Social & Ethical Account Ability 

Owais Suceari, Director, Institute of Business & 
Professional Ethics, DePaul University 

Deborah Johnson, Co-founder, 

field of “computer ethics” 

Albert Jonsen, Professor Emeritus, 

Dept. of Medical History & Ethics, U. of Wash. 
ian Barbour, winner, 1999 Templeton Prize for 
Progress in Religion 

INFORMATION TECHNOLOGY - 
HARDWARE 

Winner Jeff Hawkins/Donna Dubinsky, 
Co-creators, Palm Computer 

Finalists Bill Hill and Bert Keely, “ebook” 
developer, Microsoft researcher 

Daniel Hillis, Vice President, R&D, 

Walt Disney Imagineering 

Joseph Jacobson, Director, Micromedia Lab, 

MIT Media Lab 

Tomlinson Holman, former Corporate Technical 
Director, Lucasfilm 

Mike Farmwald/Mark Horowitz, Co-founder, 
RAMBUS Inc. (DRAM innovators} 


COMMERCE 

Winner Steven Snyder/Brad Mifler/John Riedl, 
Co-founders, Net Perceptions 

Finalists. Jeff Bezos, Founder, Amazon.com 
Danny Lewin/Tom Leighton, Co-founders, Akamai 
Stephan Schambach, founder, intershop 

Richard Stallman, Creator, Free Software 
Foundation 


BIOTECHNOLOGY 


Winner John Sulston, Director, Sanger Centre 
Finalists Ilya Raskin, Professor, Rutgers University 
Peter Stadier, Christiane Nuesslein-Volhard 

and Klaus Rajewsky, Co-founders, 

ARTEMIS Pharmaceuticals 

Craig Venter. President and Chief Scientific Officer, 
Celera Genomics 

lan Wilmut, Integrative Biology Division, 

Roslin Institute 


SPACE 

Winner David Thompson, Founder, 

Orbital Sciences 

Finalists Joseph P. Alten, Chairman, Veridian 

Neil Bauer, President, Loral Cyberstar 

Vasily Gennadjevich Makarychey, 
Organiser/Manager of launch support equipment, 
Sea Launch complex 

Viadimy Utkin, Director. Central Engineering 
Research Institute, Russian Aviation & Space Agency 
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POLICY 


Winner M:S, Swaminathan, Indian Secretary of 
the Ministry of Agriculture and Co-operation 
Finalists Carlos Correa, Director. 

Maesitia en Politica -y Gestion Ciencia y Tecnologia 
at the University of Buenas Aires 

Sit John Daniel, Vice Chancellor, Open University 
Michael Dertouizos, author of “What Will Be: 
How the New World of Information Will Change 
Our Lives” 

Arne Fjoertoft, Founder, 

Worldview International Foundation 

Deborah Hurley, Director, Harvard Information 
infrastructure Project at Harvard University 
Othman Yeop Abdullah, Creator, 

Multimedia Super Corridor, Malaysia 


MEDIA & JOURNALISM 
‘Winner. Adam Clayton Powell i, 

Vice President of Technology and Programs, 
The Freedom Forum 

Finalists Elizabeth Osder, Vice President. 
IXI. Enterprises 

Cindy Johanson; Senior Vice President Content, 
internet and broadband services, 

Public Broadcasting System (PBS) 

Walter Mossberg, Technology Columnist, 
Wall Street Journal 

Mark Sauter, Executive Vice President, 
APBrews.com 

Chuck Westbrook, Managing Editor, 

CNN Interactive 

‘Anthony Wilhelm, Director, 

Communications Policy & Practice program, 
The Benton Foundation 


HEALTH & MEDICINE 

Winner. Roy Bakay ard Philip Kennedy, Professor, 
Emory School of Medicine and CEO, Founder and 
Chief Scientist, Neural Signals inc 

Finalists Geoffrey Aguirre, Professor, 

University of Pennsylvania School of Medicine 
Huge de Garis, Senior Scientist, 

Evolutionary Systems Department, ATR Labs, 
Senior Research Affiliate; Center for Artificial 
intelligence, George Mason University 

Richard Kiiney, Department Head, 

Bagrit Centre, Imperial College of Science, 
Technology and Medicine 

James Thomson, Professor, 

University of Wisconsin 

MARKETING | 
COMMUNICATIONS 

Winner Steve Case. Chairman/CEO, America Online 
Finalists Jeffrey Arnold, Foundes/Chairman/ 
CEO, WebMD 

Steven, Jobs, Co-founder, Acting Chief Executive, 
Apple Computer; Chairman, Pixar 

Joffrey Bezos, Founder, Amazon.com 

John T. Chambers, CEO, Cisco Systems 


MATERIALS 


Winner Frederick Seitz, President Emeritus, 
Rockefeller University 

Finalists John Cahn; Materials Scientist and 
Fellow: National institute of Standards and 
Technology NIST) 

Anita Goel, Graduate Student, 

Rowland Institute for Science, Harvard University 
Robert Freitas Jr; Research Fellow, 

Institute for Molecular Manufacturing: 

Author, “Nanomedicine” 

Phaedon Avouris; Scientist, TJ. Watson Research 
Center, IBM Research Division 


START-UP COMPANIES 

Winner Christopher Evans, Chairman, 

Merlin Ventures 

Finalists Roy Stringer, Chief Hypermedia Architect, 
Amaze Lid, 

Chris Turner, Managing Director, 

Digital Communications Techniolagies 

Genadi Man, Founder, Telesens Corporation 

Bob Rosenschein, Founder, GuruNet 


ENVIRONMENT 

Winner Amory Lovins, Co-founder, Director of 
Research, Rocky Mountain institute 

Finalists Firoz Rasul, Chairman and CEQ, 
Ballard Power Systems 

Rete Ringger, Founder, 

Sustainable Asset Management 

Richard Sandor, Chairman and CEQ; Environmental 
Financial Products, LLC 

Joke Waller-Hunter, Director, 

OECD Environmental Directorate 


LAW 

Winner Nobuhiro Nakayama: Professor of Law. 
University of Tokyo 

Finalists Pamela Samuelson; Professor of Law, 
Boalt Hall University of California-Berkeley), 
Schoo! of information and Management Systems 
Randall Rader; Federal Judge. 

United States Court of Appeals 

Rebecca Eisenberg: Professor of Law, 
University of Michigan 

Marc Rotenberg: Director. 

Etectranic Privacy Information Center (EPIC) 


DESIGN 

Winner Jonathan Ive, Vice President of 

industrial Design, Apple Computer 

Finalists John Maeda, Director, Aesthetics and 
Computation Group, MIT Media Lab 

Hella Jongerius, President, Jongerius Lab, 
contributor, Droog Dasign 

Chuck Hoberman, President, Hoberman Associates 
Inge Maurer, President, Ingo Maurer GmbH 
Freeman Thomas, Director, Future Product Design, 
Vehicles, DaimlerChrysier 

Khodi Feiz, Consuitant (Amsterdam): 

former Project Leadet/Lead Designer, 

“Vision of the Future”, Philips 

Steven Kaneko, Design Manager, Hardware Group, 
Microsoft 


COMMUNICATIONS 
TECHNOLOGY 

Winner Tim Berners-Lee, Director, 

World Wide Web Consortium 

Finalists Robert Kahn; Founder, Corporation for 
National Research Initiatives AND Vinton 

Cerf; President. internet Society 

Irwin Jacobs; Founder, Guaicemyn inc. 

Marc Andreessen; Founder, Loudcloud Inc.; 
Creator, Mosaic/Netscape Browser 

Vinod Khosla; Partner, Kleiner, Perkins, Caufield, 
and Byers; Founding CEO, Sun Microsystems 


ENERGY 

Winner Geoffrey Ballard, Founder, 

Ballard Power Systems 

Finalists. Shuji Nakamura, Researcher, 
Nichia. Chemical Industries 

Stanford! Ovshinsky, President/CEO, 

Energy Conversion Devices 

Amory Lovins; Co-founder, Director of Research, 
Rocky Mountain institute 

Harin Ulla Ken Zweibel/Bolke Von Roeder, 
National Renewable Energy 

Laboratory Photovoltaic Partnership program, 
U.S. Department of Energy 


ARTS 

Winner Pau! De Marinis; Multimedia Electronic 
Artist; Creator, “The Edison Effect” 

Finalists Gary Hilt: Video Installation Artist: 
Creator, “Tall Ships” 

Tacita Dean; Artist: Creator, “Foley Artists” 

Steve Wilson; Professor, Conceptual & information 
Arts, (CH) Art Department, San Francisco 

State University 

Eduardo Kac; Research Fellow, Centre tor Advance 
Inquiry in interactive Arts, University of Wales 
Dorothy Cross; Visual Artist; Creator, “CHASM” 


INFORMATION TECHNOLOGY - 
SOFTWARE 

Wirmer Paul Gauthier; 

Chief Technology Officer, inktomi 

Finalists Tom Amoid; Chief Technology Officer, 
Cybersource 

Dave Parker; CEQ, License Online 

Rob Glaser; CEQ, ReaiNetworks, inc. 

Nicholas Carriero; Co-designer, Scientific 
Computing Associate's “Linda” and 

Sun Microsystem’s "JavaSpaces” 

Eric Freeman; CTO Mirror Worlds Technologies and 
Research Affiliate, Yale University: Co-designer, 
“Lifestreams” information management system 


TRANSPORTATION 

Winner: Elizabeth Ampt Developer, Travel Blending 
Finalists Fred Goldberg; Managing Director, 
Card Safety System AB, project; “The Electronic 
Driving Licence Saves Lives” 

Dr. Lucy Hair: Lawrence Livermore National 
Laboratory & Dr. Steven E. Lott, 

Sandia National Laboratory & Dr. Raiph McGill, 
Oak Ridge National Laboratory & Dr, Antonio 
Redondo, Los Alamos National Laboratory 
Larry Sweeney: Vice President, ETAK, Inc. 

Ed Rowe; Vice President, Odetics, Inc. 


Ali Winners and Finalists are also the most 
recent members inducted into the World 
Technology Network (WTN), a global association 
of key players in the technology world. 

For more information about WTN, as well as 
descriptions.of the work and goals of the 

Award Finalists and Winners in their own words. 
please go to http://www.wtn.net? 
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Member companies of the 
Henokien society 


AMARELLI - 1731 
Liquorice Manufacturer - Italy 


BARONNIE DE 
COUSSERGUES - 1495 
Wine grower - France 


BAROVIER & TOSO - 1295 
Glass blowing - Italy 


FABRICA D'ARMI PIETRO 
BERETTA - 1526 
Arms Manufacturer - Italy . 


CARTIERA MANTOVANA - 1690 
Paper Manufacturer - Italy 


CODORNIU - 1551 
Wine producer 
Spain 


CRESPI S.p.A. - 1797 
Fabric Manufacturer - italy 


DACIANO 
COLBACHINI & FIGLI- 1745 
Smelter of bells - italy 


LANIFICIO G.B. CONTE - 1757 
Wool Merchant - Italy 


DELAMARE ET CIE - 1690 
Woodwork - France 


TISSAGES DENANTES - 1723 
Houshold Linen Manufacturer 
France 


GEKKEIKAN SAKE 
COMPANY - 1637 
Sake producer - Japan 


HOSHI- 718 
Hotel keeper - Japan 


HUGEL & FILS - 1639 
Wine grower - France 


LOUIS LATOUR - 1797 
Wine grower - France 


EDITIONS HENRY 
LEMOINE - 1772 
Musical Scores Publisher - France 


MELLERIO DITS 
MELLER - 1613 


Jeweller - France 


MOLLER GROUP - 1730 
Leather production, plastics production 
for cars, consumer items and V-belting 

Germany 


DITTA BORTOLO 
NARDINI S.p.A. - 1779 
Distiller - Italy 


NEUHAUS HEBEZEUGE - 1745 
Fork Lift Truck Manufacturer F 


Germany o 
CONFETTI MARIO 
PELINO - 1783 
Sugared Almond Manufacturer - Italy 
FRATELLI 


PIACENZA S.p.A. - 1733 
Wool Merchant - Italy 


Glassworker - Germany 
REVOL PORCELAINE SA 
1789 
Porcelain Manufacturer - France 


TE ROESER 
DE LAUBRIERE & NOEL -1778 
Forest Exploitation 
France 


FRIEDR. SCHWARZE - 1664 
Liqueur Manufacturer - Producer and 
retailer of Coca-Cola drink 
Germany 


SOCIETE FRANCAISE 
POUR LE COMMERCE 
AVEC L’OUTRE MER - 1685 
Overseas Trade - France 


TORRINI - 1369 
Jeweller - Italy 


VAN EEGHEN - 1662 
Foodstuffs 
Holland 


VIELLARD MIGEON 
& CIE - 1679 
Hooks and Screw Manufacturer 
France 


WILLIAM CLARK 
& SONS LTD - 1736 
Linen processing and cloth bleaching 
Northem Ireland 


F- 5 


~ 





I cet w weat 
centuries. 
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— ich to ‘build y your 3 : 
“company's future and, through iL 
the future of your family. a 


s 


e By sharing our convic- 
tions and scores | yow o 


THE HENOKIENS SOCIETY : an association of 
bicentennial family-owned companies 


Member companies of the Henokien society are all at least 200 years old. They are run 
by the founder's descendants. The majority of the capital is still held by the original 
family and they are in good financial health. Such are the four joint criteria which unite © 
the thirty member companies of the association. Their ambition is to bear witness 8 
through their example of the spirit of adaptability of the oldest companies and to recruit 
new members every year, from the world over. 


If your family-owned company meets these criteria, let us know all about you: 
On the Internet: www.henokiens.com 
or by mail: Henokiens, c/o Grayling 
110-114 rue Jules Guesde, 92300 Levallois-Perret, France 
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Europe made easy 


Crossair of Switzerland, Europe's largest regional airline, offers. more than 28 daily departures 
from the the UK and Ireland to Switzerland. In addition, Crossair also offers more than 100 desti- 
nations in 36 European countries through its EuroCross hub at EuroAirport Basle. Contact your 
local travel agent or Crossair +44 845 607 3000. www.crossair.com I. ‘The Qualiflyer Group 





ANNOUNCEMENTS 


crossair, 









A Plan for Reconciliation 
International Competition 





began. What will it take to end it? 
The prize: $5,000 First Prize 
Deadline: June 30th 2000 


Forward all entries to: 


CONFERENCES 


Squeezing new profits 
from the corporate "soft side" 


This conference will focus on why 
Intangible Assets are becoming the 
key success factors for many 
corporations. 


it will give Senior Managers the tools 
to understand, manage and measure, 
Reputation, Culture, and Market 
Knowledge in order to increase share 
valuation and profitability 
Particularly relevant for Latin American 
utility companies facing privatizations 
and market de-regulations. 





www.intangibleasset.com 
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e-mail: ellen@graform.com 


The Richard C. Welden Foundation invites proposals for Reconciliation between Christian Orthodox Churches and 
the Vatican in the New Millennium. 


The Foundation reserves the right to reject any entry for any purpose whatsoever. 


Trustees 
The Richard C. Welden Foundation 


30 Rockefeller Plaza, Suite 4340, New York, NY 10112, USA 


Topics 

» Selling the corporate “Vision” 

+ Managing changes in corporate culture 

« New business opportunities from unused”“Knowledge” 
* The financial impact of intangible Assets 

+ Building a powerful corporate identity 

* Best practises of “The most admired companies” 

+. Measuring Reputation and stakeholder perception 
+. Developing a Brand Portfolio - Cases 

» Valuing customer knowledge and relationships 


* Maximising the hidden benefit during 
Privatization and de-regulation 


Telephone: (582)753 9289 
















In 1054 a split in the Christian Church divided the Christians into Roman Catholics and Eastern Orthodox. The effects 
of this schism are still felt in Europe not least because of the need for integration of the Eastern and, especially, 
Balkan countries into the European Union. 


Economic and political integration will be smoother if the spiritual pillar of society evolves in line with the new 
realities. A Reconciliation may give the peoples of the Balkans the sense of belonging to the European family that 
other former Communist countries, like Hungary, Poland and the Czech Republic have. 


It took 50 years to end the Cold War but it is 1000 years since the feud between the Eastern and Western Churches 


Tangible Profits from Intangible Assets 
Miami, USA, February 14-15 

















Speakers 


J.M. Figueres Former president of Costa Rica 
W. Alper Director Haygroup - New York 

P. Atrill, President Walker Information - Canada 
N. Anderson President CG/LA - Washington 

R. Giese V.P. Gas Research Institute - Chicago 

N. Loberg Sr Partner BrandActive - Canada 

E. Nijkamp C.E.O. Nijkamp & Nijboer - Holland 
D. Punchard President Graform - Venezuela 
M. Rowan President RamCo - Latin America 

G. Stern President Stern Assoc. - Chicago 


Graform 








Fax: (582) 751 5724 
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in cooperation with CERAM Sophia Antipolis 


Prepared for the cyber-paced 
business world? 


THESEUS in collaboration 

with CERAM, Sophia Antipolis, 
offers a one-year full-time 

accredited MBA program in English, 
focusing on Information 
Management and High-Tech 

| Entrepreneurship. 


Cutting edge topics covered: 


Gi] 


* E-business 

* Innovation 

* Knowledge management 
* New Venture Financing 


33 492 603? 





Scholarship Competition 
Sponsored by 


Telecommunications Magazine 


For more information www.theseus.edu 


Contact: Eddy Travia, admissions @theseus.fr 
BP 169 — 06903 Sophia Antipolis, France 
Tek: +33 (0) 4 92 94 51 60 

Í Fax: +33 (0) 4 93 65 38 37 





Walkin Laid. Opis, France AeCariidgn, Enghind 











| 
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_ The. 
Economist 





TO ADVERTISE WITHIN THE CLASSIFIED SECTION, CONTACT: 


Stephen Weich 
New York 
Tek: (1-212) 544 5730 Fax: (1-212) 247 1325 Email: StephenWelch@economist.com 
or 





Evanna Kearns 
London 
Tet: (44-171) 830 7000 Fax: (44-171) 830 711 Email: EvannaKearns@economist.com 






or 
Nathalie Henault 
Paris 
Tek: (33-1) 53 93 66 08 Email: NathalieHenault@economist.com 









BUSINESS OPPORTUNITIES 





The world-renowned Consultants Institute is now 
opening extensions throughout the world and in all 50 United States. Exclusive 
Directorships are being offered to qualified entrepreneurial sales/ marketing 
professionals on a commission basis. Our success orientated distance-learning 
course is incomparable. 


Write to; = TCL Dept. 1, 30466 Prince William St., Princess Anne, MD 21853 
U.S.A, or FAX (410) 651-4885 or e-mail: thetci@shore.intercom.net 










OFFSHORE COMPANIES 


* Ready made companies 
* Full corporate administration 
* Trade services (L/C, shipping) 
* Banking/Accounting services - 
* China business development services 
Contact Stella Ho for immediate services 
& company brochure 
NACS LTD 
Roam 1108, Albion Plaza 2-6 Granville 
Road, TST, Kowloon, Hong Kong 
E-mail:nacs@hk supernet 

Tel: (852) 2724 1223 
Fax: (852) 2722 4373 














IPOsJapan.com 






-Translations of 
official 
securities filings 
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A One-Day Symposium on: 
CREDIT RATINGS AND THE 
PROPOSED NEW BIS 
GUIDELINES ON CAPITAL 
ADEQUACY FOR BANK 


ASSETS 
February 25, 2000 



















New York University Stern School of Business 
Sponsored by the New York University Salomon Center 






In June 1999, the Bank for International Settlements 
Committee on Banking Supervision issued its consultative 
paper on “A New Capital Adequacy Framework.” The report 
seeks to replace the outdated “Basel Accord of 1988,” which 
has been the guideline for capital reserves that banks 
allocate against possible losses from loans to sovereign 
governments, other banks and corporations and various risk 
mitigation transactions. These guidelines could have an 
enormous impact on the safety, performance and 
competitive environment of financial institutions on a global 
basis. Although the BIS framework stresses the importance 
of supervisory review and market discipline, the main pillar 
of its recommendations is the revision of minimum regulatory 
capital requirements. The cornerstone of these requirements 
is the reliance on external credit ratings, and possibly 
internal rating systems, to determine new risk weights of 
different quality asset exposures to various types of 
customers and investment assets. 




















The NYU Saiomon Center, working in cooperation with Stern 
Executive Development Programs, and the Centre for 
Financial Studies at the Goethe Universitat Frankfurt (Main), 
will host a one-day symposium to discuss and provide 
commentary on the critically important Capital Adequacy 
Framework proposed by the BIS. Leading academics, 
distinguished regulators and practitioners will consider the 
appropriateness and critically comment on the proposed 
guidelines. 











In addition to this one-day symposium, Stern Executive 
Development Programs will hold a two-day seminar on 
“Managing Credit Risk: The Great Financial Challenge,” 
February 23-24. Call 1-888.NYU.EXEC or visit web site 
(www.stern.nyu.edu/executive) for more details. 












y For information on the symposium 


N Y {J A contact Mary Jaffier at the New York 


University Salomon Center 


~ T Tel: 212-998-0700 
TE RIN Fax: 212-995-4220 
eae E-mail: salomon@stern.nyu.edu 


http://www.stern.nyu.edu/salomon 


TENDERS 


®WorldBid 


INTERNATIONAL TRADE LEADS 
fer f: 





















Readers are recommended 
to make appropriate: enquiries and take 
appropriate advice before sending money, 
incurring any expense or entering into a 
binding commitment in relation. to- an 
advertisement. The Economist Newspaper 
Limited shail not be liable to any person for 
loss or damage incurred or suffered as a 
result of his. / her accepting or offering to 
accept an invitation ‘contained in any 
advertisement published in: the Economist. 











View details at: 
www.worldbid.com 
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Are you looking for a 
Swiss Portfolio Manager? 


Are you your equity portfolio in 


Switzerland? Are vou awa, 


seeking someone to manage 
f all Me Advantages when you pops your 
own account (min. US 

the international investoi 

E reputation, we will take care of} you aad stake 
arrangements tovintroduce you personally to one of the reputed Swiss 
Private Banks. ‘Based on a clearly, defined portfolio management 
agreement, we iltvest your funds in equities and bonds. We are proud to 
guarantee professional. competence (25 years of expeñence), confidence 

and discretion, reliability and sensibility for each of our:clients’ individual 
needs, You will feel: at home, eyen when you are far away! We are a small, 
yet experienced group founded in.1990, and-are members of the highly 
reputed “Swiss group: of Independent’ Financial Advisors.” We can 
provide clear answers to-these and any other questions you may have. 
Please feel free to contact us: Mr Peter C. Frey (born 1954) is looking 


person with an ey 





forward to hearing from you. 


P. C. FREY UND PARTNER AG 
8, rue Muzy / P. 0. Box #3262 / CH-1211 Geneva 3 (Switzerland) 
phone +41-22-787 08 90 / fax +41-22-786 34 35 
website: www.pefrey.ch / email: pefrey@swissoniine.ch 


# "LONDON' N 


a Quality serviced apartments oftering best value P| 

for money. Our apartments offer great savings 

| compared to hotels. Fully serviced. private 
bathroom, kitchen, TV. telephone, central 
heating, elevator. 

a Centrally located in Kensington area a 


@ Tourist Board Approved W 
Ashburn Garden Apartments 
a 3 Ashburn Gardens u 
n South Kensington, London SW7 4DG, UK 
www.ashburngardens.co.uk 
Ms info@ashburngardens.co.uk W 


|S Tel: ++44 207 370 2663 


OFFSHORE 
CREDIT CARDS 
AVAILABLE BY 

EUROPEAN BANK 
FAX APPLICATION TO BANK: 


+90 392 227 53 77 
E-MAIL: info@fmb-cards.com 


Fax: ++44 207 370 6743 I 
EEE ERE 








OFFSHORE 


OFFSHORE 
COMPANIES 


COST EFFECTIVE 
NOMINEE & MANAGEMENT SERVICES 
AVAILABLE 


r mx 
Companies world - wide 
Formation and administration of 

companies, opening of bank accounts 
tel. /fax/mail forwarding service 

[ | UNITED KINGDOM 

- Head Office - 


LAVECO Ltd 
Clos de Saiznie, Sark, 
[ | United Kingdom, GY9 OSF 
Raymond Terry Gibson 
Tel: +44-1481-832-542 
Fax: 44-1481-832-116 
[ | E-mail: rtgibson@super.net.uk 


HUNGARY 
Tel: +36-1-2 17-96-81 
Fax: $36-1-217-44-14 
Í | E-mail: laveco@mail.:matav.ha 
































BVI £275 
GIBRALTAR £275 
ISLE OF MAN £275 
BELIZE £275 
BAHAMAS £275 


OTHER JURISDICTIONS AVAILABLE 





PROFESSIONAL SERVICE PROVIDED BY 
IN HOUSE LAWYERS & ACCOUNTANTS 
CREDIT CARDS ACCEPTED 












ROMANIA 
Tet: #40-92-326-329 FIDUCIARY MANAGEMENT 
Fax: +40-92-154-605 13 WIMPOLE STREET 
[ | E-mail: lavecoro@ifx.ro LONDON W1M 7AB 





RUSSIA 
Tel: +7-4234-147-444 
Fax: +7-4234-147-666 
E-mail: eximbank@canada.com 
Website: 


TEL: 0171 436 8100 
FAX: 0171 436 8188 


Email: fides3@fiduciary.co.uk 









http://www. FiduciaryGroup.q 
Please quote: Economis 
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Germany, 
Australia, Canada, 
es in noe worl 


WY namannutele com 







4402 TEANECK ROAD - SUITE 114 - TEANECK, NEW JERSEY - 07666 - USA 





Innovative solutions to reproductive health 


Options is a leading provider of project management and a services 
in reproductive health. We have undertaken 


more than 400 assignments in over 40 countries. O ú 
Our clients include: national governments * the p ions 
World Bank * EC » DFID + GTZ + KTW * UNFPA + Options, 129 Whitfield St 


Sida > SCF  IPPF. For details of our work and London WIP SRT, UK. 
current activities, visit our website. e-mail: info@options.co.uk 


www.options.co.uk Tel + 44 171 383 2494 





























CUT THE COST OF YOUR 
STAY IN LONDON 


Comfortable self-contained serviced studio flats 
in Knightsbridge near Harrods, fully equipped 
kitchen-dinatte, bathroom, phone, satellite T.V, 
central heating, elevator, maid service, resident 
manager. Suit 1-2 persons, Brochure by Air- ‘Mail: 
Knightsbridge Service Apartments 
45 Ennismore Gardens, London SW7 1AQ. 
TEL: 0171 584 4123, Fax: 0171 584 9058. 
info@ksfiats.demon.co.uk 
www. ksflats.demon.co.uk 





2™ CITIZENSHIP 
Henley & Partner, Inc. 


OFFICIAL PROGRAMS LEADING TO 
PULL CITIZENSHIP AND PASSPORT 
Ter +44 - 1481 - 832 880 
Fax +44 - 1481 - 832 881 
WWW.HENLEY: PARTNER.COM 


BY GOVERNMENT 
APPOINTMENT 


CONFERENCES 
NATO Planning For The Continuum: 


From Multinational Crisis Management/Response 
Operations to e 


A major conference presented by Wama Mya n OBAI 
G LỌ CTIVES 


Featuring Luncheon Speaker: 
Lord George Robertson, w 

Secretary General, NATO 
Brussels, Belgium e Jan. 31 - Feb. 1, 2000 

www.KingPublishing.com 


Tel: 1.202.662.9715 ə Fax: 1.202.662.9719 
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3USINESS & PERSONAL _ 


For over a quarter of the century, 





OCRA has offered unparalleled 
knowledge of international tax 
and asset protection planning for 
individual and corporate clients. 

Now delivered through a network 
of offices in 26 world financial 
centres and all time zones, 
the collective experience, skills and 
resources of more than 300 multi- 
disciplined OCRA professionals 
including lawyers, chartered 
accountants and secretaries, 
aconomists and bankers are 
nstantly accessible ~ wherever 
yOu are, 

For our FREE 110 page 
full colour brochure contact 
Colin W Forster (Director) 
ISLE OF MAN 
PO Box 55 Companies House 
fower Street Ramsey 
iste of Man IMg9iJA 
British Isles 
Telephone +44 1624 815544 
Facsimile +44 1624 817080 
{-mail: economist@ocra.com 


FREEPHONE UK 
D800 269 900 
FREEPHONE USA 


Te 





WORLD WIDE 


The Definitive Offshore information Website 


www.ocra.com 





instant Response 
Immediate Action 
29 Languages Spoken 


The most comprehensive 

range of offshore services 

* Personalised Tax 
Planning Advice 


* 750 Ready Made 
Corporations from USS$350 


* Bank Introductions/ 


Corporate Credit Cards 


* Offshore rusts and 
Licensed Trustee Services 


° Professional Directors and 
Nominee Services 


+ Incorporation Services in 
more than wo jurisdictions 


e Management and 
Administration Services 





+1800 283 4444 


Wi major credit cards accepted. 


i member of the Estate ond General Group 


studlished 1935. 


LONDON 
Richard Conk 8%¢(Hons) 
Phone +44 207 355 1996 

Fax +44 207 495 3017 
E-mail ilon@ocra.com 
MADEIRA 
i David de Gouveia mis ase, mea 
Phone 4351 294 201 700 

Fax 4351 291 227 144 
E-mail imad@ocra.com 
CYPRUS 
Christos Vassillades Attorney 
Phone +357 2673 2n 
Fax +357 2673 28 
E-mail icy@ocra.com 
HONG KONG 
Raymond Choi MUA (pips 
Phone +852 2522 0172 
Fax +852 25241190 
E-mail ihk@ocra.cony 


LUXEMBOURG 
Evetine Karis 
Phone +352 224 286 

Fax +352 224 287 
E-mail lux@ocra.com 
HUNGARY 
Laszlo Kiss 8S< Econ 
Phone +36 1351 9959 

Fax +36 1 353 9958 
E-mail th@ocra.com 
MAURITIUS. 
Ashiq Bacha acca 
Phone +239 211 5100 
Fax +230 211 §400 
E-mail imr@acra.com 
USA AICS Ltd 
Kevin Mirecki 85, 1D, Esq 
Phone +1 949 979 3344 
Fax +1949 979 34300 
E-mail iusa@ocra.com 
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+ Full Accountancy and 
Audit Services 


* Virtual Office Services 





FINLAND 
THE Sahigren BSc (Econ) 
Phone +358 9 6969 2569 
Fax +358 9 6969 2565 
E-mail if@ocra.com 
BULGARIA 
Stoyan Mavrodiev ULM 
Phone +359 2 980 86 65 
Fax +359 2 989 16 63 
E-mail ib@acra.com 
SINGAPORE 
Florence S V Nathan ACS 
Phone +65 535 3382 
Fax +65 535 3991 
E-mail isin@ocra.com 
AUSTRALIA 
Malcolm Cooper 
Phone +63 2 9251 5822 
Fax +61 2 9251 5050 
E-mail fa@acra.com 








OFFSHORE COMPANIES 
& TAX PLANNING 


Y LAWYERS 


The SCF Group is probably Europe's premier LICENSED 
trust and management practice fully owned and operated by 
qualified lawyers and accountants. Unlike many competitors, 

the Group is fully able to meet your entire individual and 

corporate tax planning needs whilst our in-house 
management capabilities allow for added confidentiality and 
extremely competitive fees. If you or your company want to 
protect your hard-earned assets and not let them go up in 
smoke, please contact us today. 
+ 100’s of Companies immediately available! 
e Full Management & Nominee Services 
« Secure Bank Introductions 
s Family Settlements & Asset Protection 
e Trust & Foundation registration 
« Fiscal Migration 
e Full Tax Planning Services 
« GUARANTEED CONFIDENTIALITY 
+ ULTRA COMPETITIVE FEES 





ne ee ee ee ee ee | 
For the ultimate TAX Foes / offshore company 
website, brochures and much more please visit us at 


www.scfgroup.com 


Rec. as one of the top 30 financial wehsites by the 
Financial Times of Londons’ international Magazine 
= mæ = ms Ei La] p = [d D 
FOR A FREE & FRIENDUY INITIAL CONSULTATION OR FULL COLOUR BROCHURE SENT OUT WITHIN 24 
HOURS PLEASE E-MAIL us at Offshore@scfgroup.com OR CONTACT ONE OF OUR OFFICES: 


LONDON DUBLIN MADEIRA MALAYSIA 
90-100 Sydney St, 27-29 Lower Edifico Marina Forum, Level 2, Lot 19, 
Chelsea, London, Pembroke St, Avenida Ar . Lazenda Commercial 

SW3 6NJ, UK Dublin 2, IRELAND ard Floor, $ 05, Centre, Phase 3, Jalan 
Tel:+44 207 352 2274 Tel: +-383-1-662 1388 9000 Funchal, Okk Abdullah, 87000 
Fax:+44 207 795 0016 Fax:+353-1-662 1554 Madeira, PORTUGAL Labuan FT. MALAYSIA 

e-mail: e-mail: el: +351 291 202 840-8 Tel: +60 8 742 1644 
offshore@sctgroup.com offshore@sctintliolie  fax+351 291202849 Fax460 8 742 1846 
e-mail: i 
sci@hibernian.pt 


THE SCF GROUP 


NIAN TRUST & M 
T 


e-mail: 
scftrast@tm.netny 


ASSPORTS, DRIVER’S 
LICENCES, DEGREES, BANK 
ACs, CAMOUFLAGE PASSPORTS. 


COMPANY & 
TRUST SERVICES 


Email: 1004 | 3.32 icompuserve.com 
hip:/Avww.global-money.com 


New Authors 
Publish Your Work 


ALL SUBJECTS CONSIDERED 














write or send your manuscript to: 
MINERVA PRESS 
315-317 REGENT STREET. 
LONDON WR 7Y8, ENGLAND 
www. minerva-press.co.uk 





Chesterfield 
Group 


Victoria Street 
f Man IMI 2LW 
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"CORPORATIONS sgg | TRAVELLING TO! ee SAC nny companies 
Specialists in setting up Deloware Comorations. Genen orl tari | {Bed & Breakfast Service offers 200+ Foreign Ownership Allowed. Corporate 
Boat & Shelf Corporations. Cll or wits for our FREE KIT: re ery in fashionable areas. Rates | ~ | Liability Frolecton ploe a Deri 


g service for $ j Sr itngnie Specialists ===) Ww CORPORATE SERVICE CENTER, INC. 
quality prc i PMS Corporate Specialists SA 1475 Terminal Way, Suite E 
aH Sitesside Re AOSE Wirningon, DE USA 19810 Bed of Roses V., Inc. Reno, NV 89502, U.S.A. 


; Sth Ave. NYC | Tel: 775-329-7721 « FAX: 775-329-0852 
bok oso lee 4 di 3024779811 S00 Sth Ave € 10021 Hull www. CorporateServiceCenter.com 


4 $ a E Pax: F ai 
tasp://delreg.comt www.worldtariff.comecon Tel: (212) 421-7604, Fax: (212) 935-0617, OA DD De = WYOMING 


Offshore Companies, Trusts, Tax Planning 


Innovative and cost-effective solutions to protect your assets and minimise your tax. The Sovereign Group is a professional global practice of 
leading tax specialists, operating in 16 jurisdictions worldwide for over 10 years. For complimentary copies of our guides to international tax planning 
and trustee services, please contact your most convenient Sovereign office, Alternatively call for expert practical advice free of obligation or charge. 
HONG KONG: Stuart Stobie i GIBRALTAR: Diane Dentith U.K.: Simon Denton 
e Te 39 Tel: +350 76173 t44 (0)2 9 7070 
: +350 70158 -44 (0)207 439 4436 ‘ax: +16 6 5052 
@sovereigngroup.cam sovereigngraup.com com 


Sovereigns Trust (Gibratta) Limited is ficensed by the Financial Services Commissian ~ Licence No: FSC 001438. riero www, sovereigngroup.com 


ICSL Klaki eR ie me et ee elt] Uo) va fe), E 


Since 1977 The ICSL organisation has specialized in the establishment and administration of Offshore Companies, Trusts, 
Foundations and other structures with emphasis on Tax Mitigation, Asset Protection and Privacy. We also arrange no 
tax /low tax residency and alternative citizenship and passport. For information or an initial consultation without obligation 
please contact your most convenient ICSL office. Our corporate aim: to provide Quality Service at Reasonable Cost. 

CANADA - JACQUE LAPINE IBERIA - ROD RAMSDEN LLB LLM UK - PEYMAN ZIA 
International Company Services (Canada) Ltd Iberia Companhia de Servigaos Lda. International Company Services (UK) Ltd 
Tek +1 450 679 7452 Fax: +1 450 679 4263 Tel: +351 21314 2030 Fax: +351 21 314 2031 Yel: +44 171 493 4244 Fax: +44 171 491 0605 

Email: icscanada@cedep.net Email: por@ICSL.com Email: uk@ICSL.com 


USA (WEST) - KASRA SADR JD USA (EAST) - JERRY BAKERJIAN BBA URUGUAY- DR. CARLOS QUERALTO 
International Company Services (USA) Inc International Company Services (USA} Inc international Company Services S-A. 
Tel: +1 310 550 8712 Fax: +1310 2057973 Tel: +1 954 943 1498 Fax: +1954 9431499 Tei +598 2902 1165 Fax: +598 2 902 1191 
Email: usawest@ICSL.com Email: usa@ICSL.com. Email: uy@ICSL.com 


UK & Offshore 


4.9¢ a minute calls c S ‘alist 
to the USA Booval stone! SRS a 


The Company Store Group Ready made & own choice of name 
from anywhere Iratoalsoee longest’ Cosa in UK & word, 
à h i d ' aie Avent rms E Free advice & A ONS 
specialising in worlaw B Free name c 
in t e wor a company and trust R We guarantee the 
pano We P A lowest ine 
ieve that we offer mere E Comp 
$¢ calls to UK, France, Germany, the quickest service | COMPANY confidentiality 


$ nd the most x E Full nominee 
Netherlands, Belgium, Hong Kong, compli foes, ith serves, dori, 
Sweden, Switzerland & more! undertake to refund the difference mail, tel, fox, e-mail and 


o 
no hidden extras. We bank introductions, 
if you can obtain the same services associated services. 
Get low, low rates in the true spirit of the holidays! Phone friends and elsewhere at a lower cost. WAIl mojor credit cards accepted, 
family back in the U.S.A. at just 4.9¢ a min.! 


Or, call anywhere in Western 4.9¢ a min. NOW! ar THE COMPANY STORE GROUP 


Europe for just 8¢ a min. Get 1-718-234-8228 [ee 26 North John Street, Liverpool L2 9RU, UK 
Foes no a We'll call you right back ASSN] Tel: +44 (0) 151 258 1258 (24hrs) 
world. with all the facts! ? f Fax: +44 (0) 151 236 0653 

Call, fax, or contact Net2Phone® Fax: 1-520-940-1176 Ethan oa e-mail: enq@companystoreworldwide.com 
NOW and save! Or e-mail us at: > 
n2p3@usa.com Visit our comprehensive website: 


sm Limited time offer. Limited to PC-to-Phone calls only. www.com panysto reworldwide.com 
i net 2phone New customers only, Rates subject to change without F R E E P H o N E ( U h$) 0 8 00 26 ” 26- 6 2 


4 n 
a www.net2phone.com BONE: 
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OUTPUT AND POPULATION Output per person probably fell slightly in the first Chris- | COMMODITY PRICE INDEX 
tian millennium, and rose only slowly for much of the second. Then, wham. Today’s North | Mm Our dollar-based industrial 
Americans are 57 times better off now than their predecessors in 1000. From a low base, popu- | items index has been falling fairly steadily 

| 

f 

| 

| 

ji 

| 








lations have grown fastest in the “western offshoots” (among which, here, we include Japan). | since its inception in 1845. Increases have | 
usually been connected with wars, particu- 
larly the first world war and the Korean | 
war. The depression of the 1930s pushed | 


% increase at annual rate 
GDP per person, 1990$, PPP exchange rates Population 



































1500- 1820- Worlds 1000- 1500- 1820- Number h eae 

1500 1920 1995 100, 1995 1500 1820 1997 1997,m | prices the other way. But it is not only met- 
0.09 0.19 1.65 385 0.15 027 0.90 767 f als and other industrial commodities | 
010 0.20 151 336 “0.18 027 059 322 | Whose prices have been on a downward- | 
ER sa a E Te s ala Sea a a sloping trend. In real terms, English wheat | 
a SAPA r een eee | prices have fallen by 99.5% from their level | 

E Ia i 

ooa 008 195 _380 9.13 0233 980 126 | in 1316. Most of this decline has occurred in | 
0.05 0.03 0.92 57 0.08 0.27 099 5,050 the past couple of hundred years. In money | 
008 0.09 1 07 99 016 0.29 083 aza | terms, the price of a tonne of wheat is only 


40% higher than it was in Exeter in 1316. The 
| best days for farmers’ wheat income were 
in the early 15008. 























Econo ist industrials 
inde) 








PRICES AND WAGES Yes, mankind can regress too: look how prices rose in 1950-99, as against 

1850-1900. Except, oddly, in Japan, industrialisation curbed them—as it should. Earlier centuries 
were nearer ours: wars (notably Napoleon’s) repeatedly rammed up prices. The Black Death of 
1347-51 gave Europe its first big wage-push inflation, after huge, but brief, real-wage rises. 





% change at annual rate 

Consumer prices Wages/earnings 
1800-50* 1850-1900 1900-50* 1950-99 1850-19005 | 1900-50** 1950-997t 
Australia -0.3 +230 +69 
Belgium +14 +15 +62 
Britain +0.9*** 327 +86 
Canada fa +4.54 +54 





























meme f per: tonne : 
== In real terms 


















Starting points between: * 1800 and 1830; 11850 and 1869; #1900 and and 1974; 81850 and 1 1874; **1900 and 1926; t1950 and 1963. 
THexctuding hyperinflation in the 1920s. 98wholesale prices. ***Agriculture. TTT western 
Sources: B.R. Mitchell; national statistics; Primark Datastream 


















PEOPLE London bodies do not take up 
‘much more room in graveyards than they 
‘did in Saxon times. Modern man is taller 
“than all his ancestors; but, according to 
easurements of the long bones of long- 
parted Londoners, the recorded heights 
f criminals, and measurements made in 
sundry government surveys, Roman man 
was only about two centimetres smaller 
than Georgian man, and actually three cen- 
_timetres taller than Victorian man. And 
-Queen Victoria was not untypically small: 
dn her era, women stood only 156cm high, 
compared with today’s 162cm. This may 
- have been related to the fact that birth rates 
reached their highest levels in the early 
- 18008. They have since fallen by two-thirds. 
Death rates have gone down almost to sin- 
gle figures per 1,000 population. 







People _ Comings and goings. 
3 Londoners’ neigh. cm m Men (i Women Births and deaths per 1,000 population 
Ee 175 in England and Wales* 

= Five-year averages 
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es fa SR eA RR r HEA SN LOL SNS TEI AE TELE IDET, 
INTEREST RATES Consols, British government debt instruments which have no maturity | @ PRECIOUS METAL The sterling price of 
date, started in Britain when several unlimited issues were consolidated. Yield figures dateback | gold fluctuated relatively little for nearly all 
to1756. Early American bonds were issued to finance railway building. of the past 650 years, gently trebling be- 
eae ee - an - | tween 1344 and 1915. Prior to 1850 gold was a 
rare commodity; world gold production to- 
talled only 1,200 tonnes during 1800-50. , 




























States” US Dept of Commerce: Pri i 
i mimerce: P | 








STOCKMARKETS London share prices fell about 10% between 1693 and 1800, and had madeno 
progress by 1850. But booms and crashes were abundant, notably in 1720 and in 1824, when 
prices rose 96%, only to lose all that and more by mid-1827. 


Share prices, $ terms, % change at annual rate | 














| 1800-50 1850-1900 1900-50 1950-99 1905-507 1950-99 
| United States 0.1 18 2.2 9.0 Italy -5.3 6.0 | : : f 
Bikan wi e 40 si inen ae re Gold rushes in America, Australia and 
Semai lk ae ey ns sew abe ag W | South Africa saw total production reach 
| l | 10,400 tonnes during the next 50 years. As 
Tia ği ms oe ae Spain oe da | gold coins became more common in most 
| Australie pa i 34 ag Sweden Az 102 countries, the development of an interna- 
| Canada na na 26t 6.0 Switzerland 08 8.4 | tional gold standard became possible. Prior 
*1856- 1900, tStarting points between 1905 and 1914. | to that, it had only been in Britain that the 
Bull and bear markets in London, % rise or fall | “true” gold standard ruled, keeping the 


Feb 1693-Oct 1696 -69.6 Oct 1803-Nov 1809 50.7 Sep 1929-Jun 1932 -52.3 May 1972-Dec 1974 -72.9 | price below £4 per troy ounce. The gold 
Oct 1696-Feb 1700 103.6 Sep 1816-Jan 1825 458.2 jun 1932-Dec 1936 105.2 Dec 1974-May 1976 177.2 standard finally broke down in 1931, ang 
feb 1701-Aug 1703 52.3 Jan 1825-Jun 1827 -69.5 Dec 1936-Jul 1940 -52.3 Oct 1976-May 1979 136.7 the price of gold rocketed at once to over £ 
Oct 1706-lun 1720 729.4 Oct 1841-Jun 1845 65.6 Jul 1940-Jun 1947 165.7 Nov 1979-Aug 1981 540 | AN OUNCE. Since then the price of gold ha 
Jun 1720-Sept 1722 -82.6 Apr 1854Feb 1864 63.0 Jun 1952-Jul 1955 96.9 Sep 19B1-jul 1987 365.9 | risen about 30-fold, about two-thirds as fas 
jan 1762-May 1768 86.3 Nov 1866-Oct 1873 62.0 Feb 1958-Apr 1961 128.1 Nov 1987-Sep 1989 539 as Britain’s retail price index. 
































i 
| Oct 1784-Mar 1792 68.0 Apr 1885-Mar 1900 83.2 Nov 1966-Jan 1969 99.8 Aug 1992-Feb 1994 61s | 
| Jan 1798-Apr 1802 59.9 Oct 1921-Sep 1929 73.2 May 1970-May 1972 99.7 Jun 1994-Jul 1998 97.2 
Sources: Global Financial Data; The Economist 
paa ~ - - —e 
i w £ š x | 
EXCHANGE RATES AND TRADE As currencies converge (supposing the yen to drop two | 
noughts) on the dollar, remember November 1923, when $1 bought 4.2 trillion German marks. 
But note Germany's steady replacement of Britain as Europe's big trading nation. 
Currency units” per $ % of country's total trade with main partner 
1929 1949 1999 Earliest available year 1900 1998 
na na 1.00 Argentina 1864 Britain 20 Britain 24 United States & | 
0.42 0.90 1.57 Australia 1890 Britain 69 Britain 55 Japan 20 
0.21 0.35 0.62 Britain 1696 United States 9 United States 18 Germany ii 
Lot 4.03 1.48 Canada 1872 Britain 50 United States 48 United States 77 
| na 5,00 8.28 China 1868 Britain 36 Hong Kong 43 United States 7 
0.26 3.50 6.40 France 1845 United States 15 Britain 22 Germany 16 
na 4.20 1.91 Germany 1880 Britain 14 Britain 15 Britain 10 
to arat 3.31 434 india 1840 Britain 61 Britain 56 United States AS? 4 
| 0.002? 0.004 7,195 indonesia 1820 Netherlands 52 Malaya 16 Japan 20 
| 191 626 1,890 Italy 1861 France 31 Britain 17 Germany 18 aes 
| ; y i z 7 ; 
2.17 361 103 Japan 1873 Enna 30 United States 23: United States 28 | Scores of books have directly aided the 
| 2.49 3.80 245 Netherlands 1846 Britain 21 Germany 23 Germany 18 resear hb hind this s$ fth il- 
| na na 27.0 Russia 1845 Britain 39 Germany 60 Germany 8 aa ` c eni 1S Survey 0 emi 
| 683 11.0 162 Spain 1849 Britain 22 Britain 23 France 19 | | lennium, and no doubt thousands 
3.73 4.05 8.37 Sweden 1832 Germany 17 Britain 38 Germany 14 | | more at one remove. A list of those to 
| 5.19 4.29 1.56 Switzerland 1885 Germany 29 Germany 28 Germany 29 | | which it is especially indebted appears 
= “s - United States 1790 Britain 16 Britain 30 Canada 20 | in The Economist’s Web Edition. 
Sources: American International investment Corp; “International Historical Statistics” by B.R. Mitchell, IMF; The Economist *1999 denominations T1935 $1940 L he 
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t select hotels throughout Asia, your laptop can now look forward to the red carpet treatment courtesy of Worldroom Connect. Enjoy lightning 
st internet access with our broadband technology and take advantage of plug-and-play convenience ~ all from the comfort of your guestroom. 
"ith transmission speeds up to 175 times faster than a dial-up connection, you'll have plenty of time for a drink at the bar or a dip in the pool. 
2 tind out which hotels are Worldroom Connect-ed and access a host of useful information for business travelers, plug into www.worldroom.com. 


werldroomconnect 


Internet Waitlessness 


Mels seeking more information please call: Bangkok (66 2) 612 1852, Hong Kong (652) 2110 340 


G, Mania {63 2) 887 8150, Singapore (65) 737 6268, Taipei (886 2) 2545 S490 


The GEASS will 








be the same | 





“WE ARE CREATING AN INTERNET-MULTIMEDIA MONSTER" 





CAVES com 





MisaHY PER 


Lachman Brothers Digital Communications is planning to distribute free PC cards (DVB/ 
MPEG compliant) enabling satellite Internet Access with 400Kbps. Ten million individuals/ 
households in the US ang five million in the UK will be selected to receive Digital PC cards 
totally free of charge. Internet Access via satellite (400 Kbps) will be totally free in the USA 
and the UK for individuals, home based workers and small business owners. 


The users will not only get high-speed Internet Access, they will also be able to watch their 
favorite TV-channels over the Internet. Sports, Cartoons, Business news, Politics, world 
news, music television etc. 





Internet: www.internethypergate.com email: sales@internethypergate.com 


The partnership approach 
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Private Banking is bi 


= 








SFS S E RAN an UN NESE 
www.ubs.com/privatebanking 


